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Funding retiree care
at issue in California

By JOANNE WOJCIK KOCHANIEC

SACRAMENTO,  calif.-Despite
Gov. Gray Davis' popular efforts to
improve the quality of public educa-
tion in California, the level of health
care benefits for retired teachers is al-
most embarrassing, according to a
consultant's report.

While many other states offer sonne
type of health benefit to retired educa-
tors, up to 20% of California's retired
teachers either have no health insur-

ance or have to pay for the coverage

on their own.

The problem is exacerbated by the
fact that many retired teachers in Cal-
ifornia never paid into Medicare, ac-
cording to a report by benefit consul-
tant William M. Mercer Inc.

This is because until 1986, the feder-
al government did not require public
employees to pay into the federal pro-
gram that provides health benefits to
retirees age 65 and over. To be eligible
for benefits, however, participants
must have paid into the programfor at
least 10 years.

Risks seldom examined

Are workers safe at home??

-In %é Y

By JUDY GREENWALD

Few employers are addressing their
potential liability exposures arising
from the growing practice of telecom-
muting

The issue of workplace safety for
telecommuters was the center of a re-

r cent controversy, w-hen the federal Oc-

cupational Safety and Health Admin-
istration issued-then quickly re-
scinded-an advisory concerning safe-
ty rules for at-home workers (Bl, Jan.
10).

Employers complained they would

4 be required to inspect the homes of

their telecommuters to ensure that

To solve the retired teacher health
==r< problem, the Health Benefits
Task Force of the California State
Teachers Retirement System, or Cal-
STRS, is looking into a variety of op-
tions ranging from direct contracting
to collaborating with the much-larger
California Public Employee Retire-
ment System. or CalPERS.

While CalPERS has provided health
benefits to more than 1 million active
public employees and retirees since
the early 1960s, CalSTRS has stuck to

See Retirees on page 30

OSHA safety standards, intended for
traditional workplaces, had been met.
Responding to employer criticism, La-
bor Secretary Alexis Herman called
for a "national dialogue" on the issue.
The issue is likely to grow in impor-
tance, as the number of telecommuters
continues to increase. An estimated
19.6 million Americans now telecom-
mute either full- or part-time, accord-
ing to a study jointly conducted by the

Washington-based International Tele-
work Network & Council and AT&T

Corp.
The most obvious liability faced

by employers with regard to tele-
See Home on page 27

Managing e-com merce risks

New coverage introduced to protect against first-, third-party risks

By ROBERTO CENICEROS
An extortionist's theft and recent
disclosure of credit card numbers be-
longing to customers of Internet music
retailer CD Universe illustrates the
emerging perils for which new e-com-
merce insurance policies are available.
The extortionist and Internet in-
truder called himself Maxim and
claimed to live in Russia. He demand-
ed $100,000 from CD Universe, an on-
line music store and business unit of
Wallingford, Conn.-based eUniverse
Inc. According to media reports, Max-
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im claimed to have stolen 300,000 cus-

tomer credit card files from CD __
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Maxim posted some of the
credit card information on a
Web site for anyone to pilfer.

To draw attention to his
intrusion and make good on
his threat, Maxim also con-
tacted news organizations and
gave them CD Universe customer
credit card information.

Third-party liability and first-party
property exposures are at stake in

/

such situations, and spe-

cialty policies for e-
?/ companies

have emerged in the past

1 year to address both cate-

gories of losses, brokers
and insurers say.

In the past few months,
They say, greater emphasis

has been placed on introducing
first-party coverage for online busi-
nesses as potential cyber-property
losses-such as those posed by Max-
im's theft of credit card information-

See Risks on page 29
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Clinton proposes tax credit
to encourage COBRA use

WASHINGTONH-In its proposed federal
budget for fiscal 2001, the Clinton adminis-
tration next month will ask Congress to pass
legislation that would give COBRA benefi-
ciaries a tax credit equal to 25% of their CO- «
BRA premiums, a change that could reduce
the number of uninsured but also increase
employer costs.

Under the Consolidated Omnibus Budget
Reconciliation Act, employees who terminate
employment, and divorced or widowed
spouses, can retain group health care

See Updates on nezt page
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Folksamerica

to acquire
Risk Capital Re

By JUDY GREENWALD

NEW YORK-Folksamerica Holding Co. Inc.'s an-
nouncement last week that it plans to buy substantial-
ly all the reinsurance operations of Risk Capital Rein-
surance Co, evinces the bigger-is-better mentality of
the current reinsurance marketplace, analysts say.

The deal would make New York-based Folksameri-
ca Reinsurance Co. the 11th-largest reinsurer in the
United States-up considerably from its current No.
20 spot.

This ranking is based on the two companies' com-
bined premium volume of $385.1 million for the nine-
months ended Sept. 30, according to the Washington-
based Reinsurance Assn. of America.

Risk Capital Re, a Greenwich, Conn.-based unit of
Risk Capital Holdings Inc., ranked No. 14, with $232.7
million in premium volume for the nine-month period.
Folksamerica, which is a subsidiary of Hamilton,
Bermuda-based White Mountains Insurance Group
Ltd., posted $152.4 million in net premiums for the pe-
riod, according to the RAA.

Risk Capital Re's reinsurance business will be ab-
sorbed into Folksamerica's underwriting operation,
said Michael E. Tyburski, executive vp and CFO for
Folksamerica in New York. He noted that Risk Capi-
tal Re's business includes marine and accident and
health risks, neither of which Folksamerica now
writes, so the deal will increase the breadth as well as
the size of its operations.

Analysts, who contend the deal will not have a ma-
jor impact on the market, say it reflects the prevailing
attitude that only larger reinsurers can ultimately sur-
vive in today's market environment.

They also say the deal represents the failure of a the-
oretically sound, but poorly timed, strategy by Risk
Capital Re to simultaneously invest in and provide
reinsurance to primary insurers. Risk Capital posted a
$21.6 million loss for the nine-month period.

See Deal on page 31
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Updates
COBRA tax credit proposed

Continued from previous page
coverage by paying 102% of the group rate.

The administration says many beneficiaries can't afford to pay COBRA
premiums, which can be several hundred dollars a month. The 25% tax
credit would make it more affordable and reduce the number of Ameri-
cans without group coverage, the administration says.

Since beneficiaries opting for COBRA are those most likely to use
health care setvices, however, the plan could raise employer costs.

The administration also is recycling an earlier proposal that would re-
quire employers that terminate health care plans for retirees age 55 and
older to extend COBRA coverage until the retiree reached age 65 and was
eligible for Medicare. COBRA now only has to be offered for 18 months
to former employees and for 36 months to widowed or divorced spouses.

Also under the proposal, employees as young as age 55 who lose their
jobs and exhaust their COBRA coverage would be eligible to enroll in
Medicare by paying monthly premiums of roughly $400. Retirees would
receive a tax cledit equal to 25% of the Medicare buy-in premium.

RIMS blasts ergo proposal

NEW YORK-The Risk & Insurance Management Society Inc. opposes
a mandatory federal ergonomics standard but acknowledges that volun-
tary programs benefit employers and workers alike.

In a 21/2-page position paper released last week, RIMS' External Affairs
Team outlined its concerns with the Occupational Safety and Health Ad-
ministration's proposal to mandate federal ergonomics standards for
many employers (BI, Jan. 17; Nov. 29, 1999)

The paper says the proposed mandates are "unnecessary" and "would
undermine the well-established and successful state workers compensa-
tion system," among other things. The paper suggests instead a compre-
hensive education effort, undertaken by OSHA with the business com-
munity's cooperation, to support and enhance the "significant" trend of
voluntary ergonomics programs. Maintaining an ergonomically correct
work environment can reduce worker injuries and save employers billions
of dollars in related costs, New York-based RIMS said in a statement.

"RIMS also encourages employers to implement and conduct ongoing
assessments of ergonomics programs as part of a comprehensive risk con-
trol program in each organization," said Lance Ewing, chairman of RIMS'
External Affairs Team and director of insurance and loss prevention at
GES Exposition Services in Las Vegas.

RIMS plans to send OSHA a copy of the paper and follow up with a
comment letter, said Daniel Barry, RIMS director of government affairs.

Court reviews gun decision

SAN FRANCISCO--The California Supreme Court last week agreed
to review a controversial appellate court decision that allowed shooting
victims to sue a gun manufacturer for negligent marketing.

California's 1st District Court of Appeal had held that victims of the
1993 shooting at the San Francisco offices of a law firm could sue Miami-
based Navegar Inc. for negligence. A San Francisco Superior Court judge
dismissed the suit in 1997, though it was later reinstated. The suit was an
effort to use a pmduct liability action on behalf of violence victims.

In its petition for review by California's highest court, Navegar argued
it should not be held responsible for how its products are used. PlaintiEs
say Navegar's marketing negligently led to Gian Luigi Ferri's 1993 ram-
page in the office building that housed the now-defunct law firm Pettit &
Martin. Armed with two semiautomatic weapons made by Navegar, he
killed eight people and wounded six others before taking his own life.

Job bias cases on the rise

WASHINGTON-The number of employment-related discrimination
cases skyrocketed during the 1990s, according to a report released last
week by the Department of Justice's Bureau of Justice Statistics.

The bureau says 23,735 employment discrimination cases were filed in
U.S. District Courts in 1998, the last year for which data was available.
That was up more than 280% from the number of such cases in 1990. The
vast majority of such suits involved djsputes between private parties.

In all, employment bias cases accounted for more than half of the

42,354 cases alleging violation of federal civil rights laws filed in federal
district courts in 1998.

Mitsubishi faces race bias suit

NORMAL, lll.-Two years after settling a high-profile sexual harass-
ment lawsuit, Mitsubishi Motor Manufacturing of America Inc. is facing
a similar suit alleging racial discbmination at the same plant.

A suit seeking class-action status was filed in U.S. District Court in
Peoria, lll; by more than 200 current and former African-American em-
ployees of Mitsubishi's Normal, lll., manufacturing and assembly plant.
The suit accuses Mitsubishi of toleratingracial discrimination and harass-
ment, among other things. The plaintiffs contend the automaker discrim-
inated against them in job training, promotion and assignments, and that
they were subject to bullying, racial epithets and other acts.

Further, the complaint alleges that the stingent"zero-tolerance" con-
sent decree Mitsubishi implemented as part of its 1998 sexual harassment
settlement does not extend to racial harassment.

Cbntinued onpage 30
Errors & omissions

« A Jan. 17 article incorrectly quoted a Reliance Group Holdings exec-
utive as saying the company renewed 90% to 95% of its business. Senior
Vp and Treasurer Albert A. Benchimol said Reliance retained 90% to 95%
of the business it would normally expect to renew, varying by line.

» Due to an editing error, an article explaining the impact of a change
to a 401(k) plan safe harbor requirement was omitted from the Jan. 17 is-
sue. The story appears on page 25.

Going public on privacy law

California comp access too restrictive: Employers

By DAVE LENCKUS
SACRAMENTO, Calif.-The
California legislator who spear-
headed a new state law that dra-
matically limits employer access
to injured workers' medical
records says she would be willing
to fix the act if employers can
show that it is "overly restric-
tive.”

The act, though, "perhaps" has
raised unwarranted fears among
employers due to "a tortured

reading of the statute," according
to Assemblywoman Ellen M. Cor-
bett, D-San Leandro, who drafted
the law.

A.B. 435, which the Legislature
passed in September and Gov.
Gray Davis signed Oct. 7, went
into effect Jan. 1.

The law eliminated a broad
workers comp exception to a state
law that guarantees the privacy of
medical records. The law applies
to insurers, third-party adminis-
trators engaged by self-insured

employers and any individual a
self-insured employer designates
to administer its workers comp
claims. With two exceptions, the
law now bars those entities and
individuals from divulging to em-
ployers any medical information
on an employee who has filed a
workers comp claim.

One exception would allow an
employer to obtain a "diagnosis"
regarding a workplace injury if
the diagnosis would affect the

See Privacy on page 27

Record fine in fraud case

By DOUGLAS McLEOD

LEXINGTON, Mass.-The nation's top kidney
dialysis provider will pay a record $486.3 million to
settle charges of defrauding Medicare, though it still
faces civil racketeering charges filed by Aetna Life
Insurance Co. over allegedly similar fraudulent

claims.

Fresenius Medical Care North America Inc. last
week agreed to the penalties to resolve a five-year
federal investigation of fraudulent practices by sub-
sidiary National Medical Care Inc. At the same time,
three NMC units pleaded guilty to criminal charges
that they conspired to:

therapy given to patients during dialysis.

* Submit hundreds of thousands of phony blood
testing claims, including duplicate bills and claims
for unnecessary tests.

« Pay kickbacks to doctors at dialysis centers to ob-
tain their blood-testing business.

Fresenius, a unit of Fresenius Medical Care A.G. of
Bad Homburg, Germany, acquired NMC in 1996
from W.R. Grace & Co. Most of the alleged fraud oc-
curred before the acquisition, and Fresenius has co-
operated with federal investigators, prosecutors said.

Under the settlement, Fresenius will pay $385.1
million in civil penalties and $101.2 million in crimi-
nal fines. The civil penalties will resolve the govern-

- Submit false claims to Medicare for nutritional

See NMC on page 29

Employers' expectations

Hewitt survey finds health plans lacking in some areas

By JERRY GEISEL

Employers say that health
plans need to dramatically im-
prove how they deliver informa-
tion using the Internet and how
they analyze health data, ac-
cording to a new survey.

Sixty-two percent of employ-
ers surveyed by Hewitt Associ-
ates L.L.C. said that health
plans needed to improve Inter-
net information access and plan

site links, while 57% said the
plans needed to improve health
plan data analysis and tracking.

"Employers don't just want
aggregate cost numbers, but
they want to see costs broken
down on an iliness-by-iliness
basis so they can connect indi-
viduals with disease manage-
ment programs,” said Jack
Bruner, national health care

practice leader for Lincolnshire,
lHl.-based Hewitt.

Employers said that health
plans are doing a better job in
handling administrative func-
tions, but that many improve-
ments still are needed in those

For example, 30% said plans
need to improve their perfor-
mance in enrolling employees,
while 27% reported that trans-
actions with the plans needed
improvement and 31% reported

See Survey on page 28

Panel reviews P/C challenges

By PAUL D. WINSTON

of deploying capital, tapping new distribu-
tion methods and expanding globally are i. IN Hitil

Poor's Insurance Rating Services in New York and

moderator of the panel of insurer and reinsurer

NEW YORK-Finding more effective ways A/lIIA executives, asked whether the industry is

overcapitalized.
"l never met a rating agency that

among the issues facing property/casualty 5!Z[ilU]"14/ thought there was enough capital,"

Imnasurers taoday -

quipped Donald Kramer, vice chairman of

Those topics, among others, were dis- 'EEJit!&2']l ACE Ltd. in Hamiton, Bermuda.

cussed in a broad panel discussion at the =

The property/casualty industry's capital

Property/Casualty Insurance Joint Industry Fo-
rum, held Jan. 11-12 in New York and co-sponsored
by nine insurance industry trade associations.

Alan M. Levin, managing director of Standard &

inside
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« International shipping regulators are calling for a tougher
stance on maritime salety after the oil tanker Erika broke
up last month off the coast of France. PAGE 23

» Stress-related claims by workers are a growing liability
exposure for U.K. employers, as illustrated by two recent

court awards and a survey of British risk managers' top
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Benefits: Improving Quality

Employers urged to focus on quality, not cost of plan

By MICHAEL PRINCE

any employers, it

equivalentofheath

zations would reject
substandard goods and services
from their suppliers, few apply
the same high standards when
buying health care, experts say.
For example, a 1998 study showed
that only 5 % of employers use
data from the National Committee
for Quality Assurance, the leading
evaluator of health plan quality,
when choosing a health plan (BI,
Sept. 28, 1998).
Although many employers as-
sume they are purchasing quality
health care services, in fact many

Wellness programs

well-meaning and well-trained
doctors gre "not practicing
medicine to the highest possible
standard,” said Michael Millen-
son, a consultant with William M.
Mercer Inc. in Chicago and author
of a book on health care quality.
Several studies support Mr. Mil-
lenson's claim. Last year, a study
by the Institute of Medicine, a pri-
vate non-profit institute under the
National Academy of Sciences in
Washington, noted some glaring
problems with the U.S. medical
system. For example, different
studies found that medical errors,
such as wrong drug treatments,
Kill between 44,000 and 98,000
hospital patients each year. Even
the lower figure represents more
deaths than from highway acci-
dents or breast cancer, the study

states. According to the studies
analyzed by the institute, most er-
rors stem not from recklessness by
medical providers, but from flaws
in hospital treatment processes.
Another study, published in
1999 by public policy analyst
RAND Corp. in Santa Monica,
Calif., showed that patients with
acute or chronic conditions re-
ceive only about two-thirds of the

care they need. And about one-
fifth to one-third of acute and

chronic care that is delivered is
unnecessary, according to the
study.

"No employer would tolerate its
own products being made right
only 70% of the time," Mr. Millen-
son said, referring to the RAND
study.

Unlike other services that em-

could be the cure

Targeting unhealthy behavior can pay dividends

By AMANDA MILLIGAN

s grim forecasts tell of the
ever-ballooning cost of pro-
viding health care benefits,
some frustrated employers
have sought savings through
wellness programs.

Such prograrns aim to curb future
treatment costs by targeting unhealthy
behaviors, such as smoking and alcohol
abuse, as well as by addressing general
health factors, including nutrition and
stress management.

Approximately 80% to 90% of em-
ployers offer employees at least one
wellness program, said Bruce Kelley, a
senior consultant with Watson Wyatt
Worldwide in Minneapolis. The num-
ber of employers offering a compre-
hensive wellness program, however, is
closer to 35% to 40%, he said.

"Today, one of the main attractions
to employers is that investments in
wellness address the (health care cost)
dilemma they're in," Mr. Kelley said.
.If you invest more in a cost-effective
wellness program, that will help re-
strain future benefit costs.”

Although some companies "just
throw their hands up" when asked
what they are doing to control their
swelling health care costs, Mark Cor-
reia, a senior vp of wellness for well-

ness provider Healthtrax Inc., said
such programs may be a solution.

Some employers target wellness fae-
tors directly, while others offer em-
ployees a "wellness account,” where
each employee is given money and lim-
ited discretion on how the funds may
be spent, said Ken Berkowitz, a senior
consultant in the Miami office of Price-
waterhouseCoopers L.L.P.

Wellness account funds, for example,
may be used to pay for a smoking ces-
sation class or a fitness club member-
ship.

"There are some employers who see
the light-that wellness programs con-
tinue to hold health care costs down
and (are) a great way to retain workers
in today's competitive environment,”
said Mr. Berkowit=.

But wellness programs will succeed
only if there is a commitment on the
part of both the employee and the em-
ployer, said Mr. Correia, who is based
in Glastonbury, Conn. Companies can't
expect a strong return on their invest-
ment by offering what he dubs "ran-
dom wellness,"” that is, by providing a
program or series of programs that ad-
dress wellness topics but are not com-
prehensive and continuous.

"One of the challenges with wellness
is how to measure the cost payback,"”

See Wellness on page 12

Steps to create a successful wellness progrmn:

1 Gain senior management support.

2 Poll different department heads about employee needs.

3 Create wellness team to collect data on health care costs,

absenteeism, employee needs.

4 Devise an operating plan based on company data.

5 Plan out program offerings.

6 Adjust corporate culture to support wellness initiatives.

7 Evaluate impact of programs.

Source: David Hunnicutt, president, Wellness Councils of America

ployers buy, however, health care
has notseen a general push by
purchasers for better quality.

Often employers do a half-
hearted job of purchasing health
care, as it's not their area of ex-
pertise, said Uwe Reinhardt, a
professor of economics and public
affairs at Princeton University.

Employers tend to judge a
plan's quality based on the num-
ber of providers in the network.
This tendency undermines health
plans' attempts to eliminate poor
providers from the network, he
explained.

Purchasers need to push their
plans to meet quality standards,
said Helen Darling, senior consul-
tant with Watson Wyatt World-
wide in Stamford, Conn.

Rather than just looking at

costs, employers need to focus on
purchasing value in health
plans-viewing cost and quality
together-just as they do when
making other purchases, said
Bruce Bradley, director of man-
aged care plans for General Mo-
tors Corp. in Detroit.

This will require employers to
change their thinking about med-
ical care, according to Mr. Millen-
son of Mercer. Employers general-
ly regard "affordable access" as
the key in evaluating health care,
he said. Affordability, though,
"also includes whether the system
of health care does its job more ef-
ficiently," he added.

Laurel Pickering, executive di-
rector of the New York Business
Group on Health, said that most

See Quality on nezt page

Giving employees bigger role

In selecting health plans

Defined contribution, self-serve market almost here

By JOANNE WOJCIK KOCHANIEC

hen Christa Carone was consid-
ering changing health plans
during last year's open enroll-

ment, the Xerox Corp. employ-
ee found the information she

needed to do so on an Web site
her employer had created.
Employees could access the site at work via

the company intranet
or at home using the
Internet. The site, in-
troduced last year,
provides employees
information on the
various health plans
available in a geo-
graphical area, as well
as side-by-side com-
parisons of the bene-

to compare their out-of-pocket costs for the

surgery based on the benefits each plan paid.

fits offered by each. ,

"l was so impressed
by the site this year,"”
said Ms. Carone, Xe-

rox media relations

manager in Rochester,

N.Y. "If you have any questions on a specific
plan, you can link directly to that provider's

site.”

For example, because Ms. Carone's hus-
band was planning to undergo orthopedic
surgery this year, the couple wanted to make
sure his current doctor was included in a plan

they were considering.

"The research took about an hour,” she
said, adding that "we could do it from home."

In the end, the couple opted to remain in
Blue Choice, the Blue Cross & Blue Shield af-
filiate.in their area.

The Xerox Web site is very much like that
envisioned for other U.S. employers as they
shift to employees more of the responsibility

for selecting-and

paying for-health
plans as part of a
trend toward so-
called defined contri-
bution health care fi-
nancing.

"Managed care has
failed to manage
care," observed Regi-
na Herzlinger, a Har-
vard Business School
professor who recent-
ly hosted a seminar
on "Consumer-Driv-

en Health Care” at-

tended by some 100

large employers and industry experts.
"Premiums are increasing at double-digit

rates, employees are not happy, and if ERISA

They also used the site

Inside:

Medical care quality

can improve, studies show

Health promotion common

but lacks strong support

is breached, self-insured employers will be
open to all kinds of lawsuits that will bleed
their pockets,"” she said.

To counter this trend, Ms. Herzlinger, like

See Benefits on page 16
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Quality

Continued from previous page
employers focus on cost and net-
work size when picking a health
plan and don't generally 1cok at
plan quality.

"For an employee benefit man-
ager, a measure of quality is when
their phone isn't ringing off the
hook" by employee calls com-
plaining about doctors not being
in the network, she said. This
mindset stems, in part, from satis-
fying employees who generally
care most about which doctors are
in the network, she said.

One barrier to purchasing value
is the lack of information avail-
able to employers on plan and
provider quality.

The leading measure of health
care quality is the Health Plan

Employer Data and Information
Set. which was created in 1991
and taken over by the NCQA in
1992. HEDIS measures the perfor-
mance of health plans on various

servers say.

HEDIS' strength is that it es-
tablished a "syssem of how to
measure the quality of actors in

the health care svstem, Prince-

For benefit managers, 'a measure of quality

is when their phone isn't ringing off the hook'

with employee complaints about doctors not

being in the network, says Laurel Pickering.

health care quality issues, such as
treatment practices for various
diseases and customer satisfaction
with plans.

HEDIS and the NCQA accredi-
tation of health plans have
achieved mixed results, some ob-

ton's Mr. Reinhard: said.
Ultimately, though, HE DIS has
not lived up to its expectations,
Mr. Reinhardt said, in part be-
cause employers have not used the
data for their purchasing. Also,
the NCQA is funded by the health

There are no good solutions
without good problems.

Buck...committed to excellence,

dedicated to our clients.

plans that it evaluates, and those
plans have represen:atives on the
NCQA bcard, Mr. Reinhardt said.

Perhaps most imfortantly, the
plans the NCQA evaluates can
withdraw their data from being
published, he said, preventing ex-
posure of lower-quality plans.

So, on one hand, the NCQA is
better than nothing; but on the
other, the NCQA's prominence
might have prevented the emer-
gence of a better system, Mr.
Reinhard: said.

NCQA
O'Kane agrees that voluntary par-

President Margaret

ticipation by health plans under-
mines her efforts, but she dis-

with the Princeton

agrees
economist's characterization of
her organization. "l think that's
unfair,” she said. "I doubt if we've
been a barrier to a better evolu-

tion.”

CONSULTANTS

A Mel on Consilting Company

www.buckconsultants.com

Ms. O'Kane also noted that only
38% of the NCQA budget comes
from health plans; the rest comes
from grants.

Beyond making the HEDIS
measures more complete, she
agreed the tool needs to be used
more widely by employers. Buying
on quality "is not widely fol-
lowed," she said.

There are some aspects of plan
quality that HEDIS data do not

address.

GM's Mr. Bradley said that the
current measures don't examine
outcomes. Currently, the mea-
sures look at best practices for
treatment processes as a substi-
tute for outcomes. For example,
measuring the percentage of heart
attack patients who receive beta-
blocker treatments presurnes that
patients who receive the drug will
have a better outcome than those
who do not. While this is general-
ly true, measuring actual out-
comes presents a more difficult

challenge, Mr. Bradley said.
Another drawback is that cur-

rent measures don't examine indi-

vidual providers, focusing more
broadly on entire health plans. In
some regions of the country, com-
paring plans might not reveal
much about their providers, said
Mercer's Mr. Millenson.

"Employers have to realize that,
in many markets, the doctor net-
works overlap so significantly
that measuring quality at the
health-plan level is close to mean-
ingless," he said.

Ms. O'Kane said that the NCQA
doesn't directly measure outcomes
because that data is very difficult
to obtain. She said she recognizes
the need for more outcomes mea-
suring and added that the NCQA
plans to add some in the future.

HEDIS "is a work in progress,”
she said.

Ms. O'Kane also said that mea-
suring and rating health plans in-
stead of individual providers is
the best place to start because it's
how employers purchase health
care. The NCQA believes that
health plans can exert strong
pressure on the doctors in their
networks to change behavior. For
critics to focus on a lack of
provider information "reflects a
limited understanding of what a
health plan can do," she said.

Beyond trying to improve how
quality is measured, many em-
ployers fail to realize the financial
advantages of higher-quality
plans.

"Employers need to understand
that there is a strong business case
for quality,” said Mr. Bradley,
adding that putting employees in
higher-quality plans will ulti-
mately save employers money.

Ms. O'Kane noted that part of
the NCQA's mission is to promote
the idea among health plans that
"if you do better quality, you will
do better in the marketplace," she
said.

As the RAND study showed,
providers perform a significant
amount of unnecessary care.
Eliminating that would reduce
costs without hurting quality, Mr.
Millenson said. "There is no
downside to doing things right the
first time in medical treatment,”
he said.

In addition, it's in the interest of
health plans to push for better
quality, Watson Wyatt's Ms. Dar-
ling said, as doing so would save
them money and give them a mar-
keting advantage.

To improve the current system,
Ms. Darling recommends that the
NCQA require health plans to
submit data on their hospitals’'
clinical quality to become accred-

See Quality on page 6
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Quality

Continued from page 4

ited. For instance, she said, the
number of a hospital's patients
who contracted infections or had
adverse drug reactions because
the wrong drug was administered
should be submitted and evaluat-
ed.

Improvements are needed on
three levels, said Douglas Ley. vp
and director-compensation and
benefits practice for Willis in Mil-
waukee. More data on outcomes
needs to be gathered, employers
need to act on the data when se-
lecting plans, and they must com-
municate the data to employees,
he said.

GM, for example, distributes to
employees quality reports on the
different health plans it offers,

Mr. Bradley said. The automaker
also charges employees less to
sign up for the higher-quality
plans than it charges for the low-
er-quality plans, which has re-
sulted in a large migration into
the high-quality plans, he ex-
plained. GM uses HEDIS data,
NCQA accreditation of health
plans and other measures, as well
as its own onsite investigation, to
determine a plan's quality, he
said.

Mr. Reinhardt recommends that
the government fund the NCQA
and pass laws requiring hospitals
and physicians to submit data to
the NCQA, without the ability to
avoid publication of that data.

Ms. O'Kane acknowledged that
HEDIS would benefit from gov-
ernment funding and mandatory
reporting laws.

Another barrier to better health

care quality is the current culture
of blame, Mr. Bradley said. A
combination of fear of litigation
and reprisals for admitting mis-
takes has created an environment
that discourages providers from
reporting errors. Instead, the fo-
cus should be on solving prob-
lems, he said.

Perhaps one such approach now
exists.

A project under way in Pitts-
burgh has brought together em-
ployers, unions, insurers and
health care providers to work on
improving quality of health ==are
in the Pittsburgh area. Called The
Working Together Consortium
Health Care Initiative in Pitts-
burgh, ks goal is to become "the
world standard for outcomes for
clinical care,"” meaning the right
thing is done at the right time for
patients. said Ken Segel, the con-
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sortium's director.

After discussions on how to im-
prove the health care system, all
the participants agreed to focus
on clinical quality, or 'what hap-
pened to the patient that h-t the
door," he said.

One advantage the project nas is
that under Pennsylvania law. hos-
pitals must submit to a state agen-
cy data on every patient dis-
charged. The data is then adjusted
based on the severity of th.3 pa-
tient's illness.

Using this data, the group cre-
ates reports from criteria submit-
ted by doctors. To date, the pro-
ject has produced two reports.
One concerns total knee ani hip
replacement operations; the other
measures Caesarean section rates.

The reports allow comparisons
between different hospitals and

, physicians, as well as an overall
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look at the issue. The report on
joint replacement, for example,
showed a wider variation in com-
plication rates between hospitals
than originally thought and a
higher overall rate of complica-
tions than was anticipated, Mr.
Segel said.

The reports, however, are not
made public as long as the
providers move to use the reports
to improve quality. If the medical
community does not aggressively
improve quality over the next two
years, then the consortium might
publish the information or em-
ployers will drop plans that score
poorly, he explained.

But the Pittsburgh consortium
remains a new and unique project.
For everywhere else, the verdict
remains out on whether quality
purchasing will become common-
place.

Mr. Reinhardt, the Princeton
professor, said that even if em-
ployers and individuals have
reams of information, they won't
use it to choose plans or providers.
Health care may be an area with
few empowered consumers, and
most people might make health
care selections for other reasons,
he said.

GM's Mr. Bradley sees more and
more employers in the future
looking to buy on value, And he
sees more providers wanting to be
rewarded based on delivering val-
ue. Employers need to acknowl-
edge quallity just as much as they
need to punish its absence.

"If we as purchasers don't re-
ward quality, then we can't really
criticize them," he said. rm

Studies
iHlustrate
ailing
areas

Studies published in medical
journals point to areas where med-
ical care quality can improve.
Michael Millenson, a consultant
with William M. Mercer Inc. in
Chicago, culled several examples:

- The Centers for Disease Con-
trol and Prevention estimate 2 mil-
lion hospitalized patients develop
a treatment-caused infection each
year.

- A 1998 article in the Journal of
the American Medical Assn. said
there are 2.2 million adverse drug
reactions per year for hospitalized
patients. Of those, 106,000 are fa-
tal. Each adverse drug reaction
adds $2,262 to the cost of the hos-
pital stay, according to a 1997
study published in JAMA.

- JAMA in 1997 published a
study concluding that one-quarter
to one-half of eligible heart attack
victims receive a beta blocker drug
even though it has been shown to
reduce the risk of death by 40%.

- The American Heart Assn. es-
timates that 32,000 people die each
year because they don't receive the
proper therapy after a heart at-
tack.

- Fewer than one in three pa-
tients with congestive heart failure
are given ACE inhibitors, the rec-
ommended drug treatment, ac-
cording to a 1997 JAMA article.

- Seventy-five percent of women
with first-stage breast cancer
could get a lumpectomy, a less in-
trusive treatment, but only 44%
do, according to the American Col-
lege of Surgery.

-By Michael Prince
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Opinions

Last chance to be heard

IME IS RUNNING OUT for employers to voice

I their concerns about and suggestions for the Oc-

cupational Safety and Health Administration's
controversial ergonomics proposal.

In fact, there's little more than a week left in the fed-
eral safety agency's comment period, and we urge em-
ployers to make the most of it if they hope to see their
recommendations reflected in whatever actions OSHA
ultimately takes.

It's unfortunate that OSHA ignored the quite reason-
able request of the National Assn. of Manufacturers
and other employer groups for a deadline extension be-
yond the Feb. 1 cutoff for comments.

Employers complain that the regulations OSHA is
contemplating would be unjustifiably expensive, open
to abuse and inflexible. The OSHA proposals generally
would require employers to conduct a hazard analysis
and adopt a broad program of ergonomic injury pre-
vention, recording and treatment in response to a sin-
gle complaint of ergonomic injury-an injury that may
be impossible to prove was caused by work environ-
ment.

The proposal goes far beyond setting standards for
how employers respond to employees' claims of muscu-
loskeletal disorders, however.

Putting aside the valid concern about exactly how
some musculoskeletal disorders could be proved to be
work-related, the proposal also would intrude on the
state-based workers compensation system by setting a
new and more generous schedule of benefits for work-
ers who suffer ergonomic-related injuries and ilinesses
that can be justified. The measure, in short, would cre-
ate a federally favored class of injured workers.

As Daniel Barry, director-government affairs for the
Risk & Insurance Management Society Inc., put it in
last week's Business Insurance, RIMS "absolutely op-
poses imposition of any federal compensation scheme,"
and the society continues to support allowing individ-
ual companies to create their own ergonomics pro-
grams that best meet their own unique needs-as so
many companies have already done-rather than im-
posing a federal standard that would unreasonably at-
tempt to apply to all employers and all injuries.

We couldn't agree more: ergonomics risk manage-
ment efforts should be voluntary and designed to fit the
employer's-and the workforce's-unique circum-

stances.

No one should confuse support for a voluntary ap-
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proach, however, with any less of a desire to protect
workers from these injuries. It remains incumbent on
all employers to take reasonable steps to identify and
eliminate workplace hazards that can cause or exacer-
bate musculoskeletal disorders. To ignore the issue
could be construed as negligent.

OSHA has heard employers' concerns about its pro-
posed ergonomics standard for years, but the agency
needs to hear them again, and hear them soon. The
safety agency wants to promulgate a final rule by the
end of the year, despite a congressional call that it wait
until the National Academy of Sciences finishes a fed-
erally funded review of ergonomic studies.

With the deadline for written comments fast ap-
proaching, employers that are concerned about the er-
gonomics proposal need to get their concerns on paper
and into OSHA's hands by Feb. 1.

Written comments should be mailed to: OSHA Dock-
et Office, Docket No. S-777, U.S. Department of Labor,
200 Constitution Ave., N.W., Room N-2625, Washing-
ton, D.C. 20210.

If written comments are 10 pages or less, they may be
faxed to the OSHA Docket Office at 202-693-1648.

Comments also can be e-mailed to: http://ecom-
ments.osha.gov/docket/ecom/genpage.asp?form=1019
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Letters

George Head thanked for contri butions

To the editor: Risk management pro-
fessionals owe a debt of gratitude and
thanks to Dr. George L. Head.

Dr. Head is a giant of the profession,
whose theories and risk management
philosophies are used by risk managers

worldwide.

Where would we be today if it were
not for innovative leaders of our indus-
try such as George Head, H. Felix Klo-
man, Bob Hedges, Robert Spencer and
others.

George, | want to personally thank
you for your contributions to risk man-
agement as |, among many, have bene-
fited from them, as well as your insight

and educational philosophies. Fortu-
nately for risk managers, you have only
partially retired and we will have the
benefit of your friendship and expertise
for many more years.

John R. Rath
Director of Risk Management
and Insurance

Milwaukee County, Wis.
Milwaukee

Let non=profit set standards

To the editor: Regarding the Dec. 13
editorial, "A Single Standard Needed," |
think the reason there isn't and won't be
a group effort for loss data is the poten-
Ual profit in developing such standards.

Marsh Inc., for example, would not be
in the loop if not for a good chance of

monetary gain.

Maybe a national non-profit would be
the best way to keep this idea honest and
kee the in-egrity intact.

Bruce Foster

Cress Insurance Consultants Inc.

Albuquerque, N.M.
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Today's employees are savg. They know when a benefit
has value and real worth. Throwing them a bone is
simply not enough. With a group legal flan, emp.oyees
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Wellness

Continued from page 3

said Mr. Correia. "The paradox
with wellness is, in order to save
money, you have to spend money,
and it's difficult to tell companies
to take that leap (when) they've
tried this random-wellness ap-
proach unsuccessfully."”

Rather than taking an arbitrary
approach to addressing employee
wellness, Mr. Correia suggests
that a company establish objec-
tives and then determine how the
success of the program will be
measured, such as its effect on
health care costs, absenteeism or

retention rates.

'The paradox with
wellness is, in order to

save money, you have
to spend money,' says
Mark Correia.

And employers must realize that
the impact of a wellness program
may not be felt immediately, said
David Hunnicutt, president of
Wellness Councils of America, an
Omaha, Neb.-based organization
that promotes the building of
"well workplaces."”

Nor will all programs ultimate-
ly save the employer money, eau-
tioned Mr. Hunnicutt, and the
length of time necessary to see re-
sults will depend on the behavior
that is targeted.

Further, Mr.
said,"giving someone a pamphlet
on smoking is going to do little
other than raise awareness, but if
you want to help them quit smok-

ing, you'll have to give them much
more intensive attention.”

Hunnieutt

Other wellness initiatives, such
as offering immunizations or
sponsoring infant wellness pro-
grams, may generate more-imme-
diate cost savings, he said.

Regardless of the programs in-
stituted, employers should consid-
er evaluation a critical component
of their wellness approach, Mr.
Hunnicutt said.

"Running a program without
evaluation is like bowling without
pins, because you never know if
you're getting better," he said.

Another element to the success
of a wellness program is manage-
ment support, observers say.

Watson Wyatt's Mr. Kelley said
he believes management support
is one of the "best predictors” of a
program's success. How a pro-
gram is introduced into the com-
pany culture is as important as its
offerings, he said.

Medical device manufacturer
Medtronic Inc., which has about
14,000 employees nationwide, has
offered some of its wellness initia-
tives for more than 10 years, said
Roger Chizek, manager of U.S.
benefits for Medtronie Inc.

In the company's Minneapolis
headquarters, employees are giv-
en many opportunities to improve
their health, including access to
an in-house fitness center, free flu
shots, online health risk assess-
ments, smoking cessation pro-
grams and healthy living courses.

Medtronic has just engaged in a
period of intense merger activity;
it made six acquisitions in the
past 18 months and nearly dou-
bled its employee population. The
expanded company plans to in-
crease its wellness options, offer-
ing them to employees in new fa-

cilities. Medtronic is also consid-

ering adding early-detection

screening programs to its wellness
suite.

Earlier this month, Medtronic's
chairman and chief executive of-
ficer, William George, announced
a commitment to "Total Well-be-
ing,” an approach that links
worker productivity with how
employees are feeling, both physi-
cally and emotionally, said Mr.
Chizek.

"Our CEO is a very strong sup-
porter of the employee wellness
initiatives we are putting in place
through the Total Well-being
communication,"” he said, noting
that top-down support is critical
to the success of such programs.

Companies considering wellness
programs, though, must ensure
that the programs target the right
individuals, said Stephanie
Pronk, principal and national
practice leader for health man-
agement at William M. Mercer
Inc. in Minneapolis and a co-au-
thor of the 1999 National Work-
site Health Promotion Survey.

At the same time, Ms. Pronk
said, issues of data confidentiality
and privacy are "always" present
when a company gathers medical
information through such means
as health risk assessments.

Support from management can
help allay employees' fears of be-
ing singled out, said wellness con-
sultants. The degree to which em-
ployees will be receptive depends
on the extent to which the corpo-
rate culture accepts both wellness
programs and discussions about
individuals' health in the work-
place.

"People need to feel that they're
safe within the organization in
terms of pursuing issues of health
at work," said Mr. Hunnicutt.

Health risk assessments not

'Running a (wellness)

program without
evaluation is like

bowling without pins,’
says David Hunnicutt.

only help employers evaluate
health risk factors among their
employees but they establish
benchmarking data, said C. Sher-
ri Martin, coordinator of health
promotion for Northwestern
Memorial Wellness Institute of
Chicago.

They also give employers a way
to plan future benefit offerings,

she said.

Wholesale produce distributor
W.D. Class & Son Inc. established
its program, dubbed Wellness In-
centive Now, in 1993, said Ralph
Dudek, director of human re-
sources in Jessup, Md.

Once each year, Class & Son has
its wellness provider hold for its
280 employees free health screen-
ings that evaluate factors such as
cholesterol levels, blood pressure
and levels of aerobic activity. The
results of these assessments,
which are voluntary, ultimately
affect the amount of premium em-
ployees pay for their medical in-

An employee can get a refund of
as much as $41 per fortnightly
paycheck on his or her insurance
premium for being labeled "low
risk," though those employees
who are classified as "high risk”
do not pay above the 20% de-
ductible. Mr. Dudek said each em-
ployee received, on average, a $33
credit per paycheck in 1999.

"It means something to the em-
ployees if they can get healthy

See Wellness on page 14
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Wellness

Continued from page 12

scores," said Mr. Dudek, who not-
ed that nearly all the company's
employees willingly submit to the
evaluations. "It's a win-win situa-
tion.”

"It's a win for the employees, be-
cause if they have some health
problems, the screening can help
identify that,” Mr Dudek said.
"From the company point of view,
you tend to have fewer health care
claims if your employees have
identified (problem areas). These
(screenings) are contributing to re-
duced medical claims, so it saves
the company money."

In 1998, Class & Son's medical

claims were $140.000 lower than it
had projected for the year, Mr.
Dudek sa_d. Last year, the compa-
ny saved only $11,500, but the sav-
ings were skewed by a few large
claims, he noted.

In the near future, employers
may mar.date that covered em-
ployees s -ibmit to health risk as-
sessments, said Mr. Hunnicutt. It
may be an "issue of tough love," he
said. "Health promotion is moving
from seccndary types of programs
to core business objectives."

Wellness programs should not be
standardized, said Ms. Martin, but
should be crafted to meet a com-
pany's specific needs.

Corporations, she said, "really

want us to tailor the information

to their soecific employees," not-

ing that stress management pro-
grams are especially popular
among Northwestern Memorial's
corporate clients.

'A happy, healthy
employee equals a
competitive, productive
company,' says Brenda

Loube.

But despite the many advan-
tages wellness programs seem to
offer, two factors may have hin-
dered the rapid advancement of
wellness programs, according to

Mr. Berkowit=.

"It's more difficult to demon-
strate savings, and the long-term
benefits of wellness programs
don't always accrue to the present
employer," because of the mobili-
ty of today's workforce, he said.

Ms. Martin also noted that the
changing demographies of work-
ers sometimes fuel skepticism
about wellness programs.

"An employer really has a lot to
look at in offering these wellness
programs, because people don't
stay with a company for as many
years as in the past,"” said Ms.
Martin. "Now, you see people
staying with an organization for
two to five years, and then they
might go somewhere else. But to
stay within the market, it's impor-

tant to offer employee benefits,
with wellness being one of them."
A comprehensive wellness pro-

gram can give a company "the

competitive edge,

Loube, president and co-owner of
wellness provider Corporate Fit-
ness Works Inc. in Montgomery

Village, Md. Ms. Loube is also a vp

of the Assn. for Worksite Health
Promotion, based in Northbrook,
1. "A happy, healthy employee
equals a competitive, productive

company," Ms. Loube said.
For Robert Mendonsa, general

manager for Aetna U.S. Health-
care in Chicago, the decision to of-

fer a wellness program is simple.

"Today's consumer and today's

employee really value health and
1ai

prevention,”" he said.

Most worksites promoting employee health: Study

By AMANDA MILLIGAN

1though many worksites

have taken steps to pro-

mote employee health,

wellness concepts have

not yet drawn broad

support from upper
management, a new survey shows.

Ninety percent of survey respon-

dents indicated that their worksite

offers at least one health promo-

tion-or wellness-activity, ac-

cording to the survey conducted by

William M. Mercer Inc., the Assn.
for Worksite Health Promotion,
the U.S Department of Health and
Human Services, and the Office of
Diseas€ Prevention and Health
Promotion. The survey sought in-
formation on individual worksites,
rather than on companies as a
whole.

Overall, however, only slightly
more than half of the respondents
cited improving employee health
as part if their company's mission.

The industry category with the-

least interest in this goal was the
wholesaler/retail category, with
43% of those respondents saying
that improving employee health
was a company mission.

ANnd

nnanagennent support,

which some consultants and well-
ness providers say is crucial to the
success of such programs, does not
appear to be widespread. Only
39% percent of survey respondents
noted that senior management
consider employee health and
well-being "at or near the too" of

Reasons behind offering health promotion programs

EDA maijor reason 1." i IDA contributing reason Combined
%
Keeping workers healthy
45% 39% 1 84%
Improving morale
31% 46% 1 77%
Reducing health care costs
34°f 42%1 76%
Retaining good employees
32% 43%-1 75%
Attracting good employees
28% 39% 1 67%
Improving productivity
21% 43% 64%

Source: 1999 National Worksite Health Promotion Sun.ey

r, Cobra Regulations have changed...again
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their business priorities, according
to the survey.

At the same time, more than 50%
of respondents at worksites where

senior rnanagennent

supports
health promotion/wellness pro-
grams have been able to quantify a
return on that investment, the sur-
vey found.

Among wellness programs of-
fered, health risk assessments were
especially popular among the
largest worksites in terms of num-
ber of employees, with 46% con-
ducting the assessments. Overall,
though, the assessments were con-
ducted by only 18% of worksites.

Health screenings, such as
checks of blood pressure and
cholesterol, were conducted by
about 30% of worksites.

According to the survey, mea-
sures to prevent back injuries and
violent behavior were used at 53%
and 36% of all worksites, respec-
tively. "Awareness education," a
term used for shorter-term pro-
grams such as one-time seminars
on health topics, was offered by
35% of worksites. Education on
cholesterol and on AIDS and HIV,
the virus that causes AIDS, topped
the list of topics most frequently
discussed.

The survey found that "lifestyle
behavioral change programs,”
which differ from awareness edu-
cation programs in that they are
ongoing, had been embraced by

worksites of all sizes. The most
popular category of these pro-
grams, offered by 36% of those
surveyed, was physical activity.
Other popular programs address
substance abuse and stress man-
agement, offered by 28% and 26%
of survey respondents, respective-
ly.

Disease management and de-
mand management are both areas
of growing interest, the survey
found, even though only a small
percentage of worksites currently
offer such programs. "Demand
management” is a term for pro-
grams that aim to eliminate unnec-
essary utilization of medical ser-
vices by providing health care in-
formation, such as books on self-
care or access to nurse-staffed tele-
phone lines for health advice.

The survey found that, increas-
ingly, employers can offer health
promotion programs because more
health plans are offering such ser-
vices.

The survey involved the partici-
pation of 1,544 respondents, most
of which were service providers or
manufacturing companies.

Copies of the 1999 National
Worksite Health Promotion Survey
can be obtained through the Assn.
for Worksite Health Promotion,
847-480-9574. The cost of the sur-
vey is $49 for association members
and $199 for non-members.
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B en efi tS large employers representing 21 as implicit denial of care," Mr Attempts by employers like Xe- are already giving physicians
million full-time employees, and Lichman explained rox to organize that information is hand-held computers, which they
36% of respondents said they have Although the best way for em- only the beginning, benefits ex- use in making specialist referrals
Continued from page 3 passed on all of their year 20C 0 ployers to avoid liabilizy entirely perts say and writing prescriptions, he said
many health care economics ex- health plan cost increases to their would be to "give employees the "There unll be more emphasEs on To improve the quality of the
perts, advocates "using the 401(k) employees cash and don't give them any self-serve," predicted Rich Os-uw, online information, Harvard's Ms
concept take the money used to In addition, more than 60% of guidance," the prudent employer global health care practice diree- Herzlinger envisions the creation
buy insurance and deposit it in employers surveyed for PwC's will give their employees as much tor at Watson Wyatt in Stamford, of a disclosure organization simi-
flexible spending accounts" that "HealthCast 2010" plan to adopt a information as possible to use in Conn lar to the Securities and Exchange
employees can direct, Just as =hey defined contribution approach for selecting among health plans, he To avoid overwhelming employ- Commission
do their retirement investments funding health care by the end of said ees with too much information After the 1929 stock market
While a defined contribution ap- this decade "l do not believe there's much an and not enough interpretation, crash, "when FDR became presi-
proach sounds like something More employers are moving to- employer can do to avo-d being employers will provide a 'di- dent, he created the SEC to be the
new, it really isn't, benefit cor-sul- ward defined contribution not named in a suit But there's much gestible" amount of information, 'truth agency' to give information

tants say only because of cost, but also as a they can do to make sure they pre- he said, including to consumers" about investing, she
"Defined contribution is already way to insulate themselves from vail," he said *Report cards on how well plans said ] )
here," said Greg Kuhn, national habdity, explained Mike Lichman, PwC's Mr Kuhn agrees that em- are performing I think that's what we need in
practice leader for employer -Plan design health care We need a federal
health care at Pricewaterhouse "Employers will make plar de- government requirement to col-
Coopers in St Louis signs as similar as possible so the lect, standardize and disseminate
L] - . .
Most employers already pay a We want to enable our employees to burden is more on cost and quali- mformation," she asserted
fixed dollar amount for each em- . ty than on additional benefits,"' Cathy Diamond, manager of
ployee's health care coverage he ma ke the beSt ChO|CeS, and we Want to Mr Ostuw said health, welfare and work and fam-
id, with | ickKi . . -Access ily programs for Xerox, said she
tShael re\:anain(Zr:IPOOf):ﬁZStap;CALhdgbuelz glve them the beSt data avallable to do "We can do more with :he net- would welcome some kind of over-
cause the employer contribution is that" says Cathy Diamond of Xerox Corp_ work provider directories,1 he sight to ens_ure thg quality of the
fixed, that IS, "defined," the em- suggested "There's easy techr-010- information available on the In-
ployee contributions vary by the gy available to do mapping It ternet
cost of the plan they select wouldn't be very hard to nake While the data included on the
For example, if an employer a senior vp at Willis in New York ployers-with the help of their that kind of tool available to em- Xerox site was already
agrees to pay $150 per month for "Remember, we're dealing with consultants and Internet ven- ployees " standardized-it was collected

single employees and offers three plaintiffs lawyers with a ton of dors-will be the suppliers of in- In fact, many health plan Web from the automated request-for-
different health maintenance or- money in their pockets because of formation on price, quality and sites with online provider directo- proposal process Xerox uses each
ganizations with premiums rang- the tobacco suits," he said, refer- access as a more consumer-driven ries already sort physicians b ZIP year to select plans-"the Web

ing from $160 to $200, the employ- ring to the recent multibillion-dol- health care marketplace emerges code sites weren't always up to date,”
ee pays the difference, $10 to $50 lar settlement reached by state "The marketplace IS ripe for It, Five years from now, employee she said, referring to the provider
per month, depending on the plan governments and tobacco compa- and we have the technology to do benefits communication w<.1 be Web sites linked to the Xerox site
selected nies it Web technology will help,' he online, very, very user friendly, Xerox also didn't include report
This cost shift to employees has They're already filing racke- said and voluminous,” Mr Ostuw pre- card Information On ItS site this
been tempered somewhat m recent teering suits against HMOs,- he In fact, the Internet IS well-Slit- dicts "We'll do so much more over year because such data, collected
years by managed care, which, for said ed to helping employees select the Internet " by the National Committee on
a time, slowed year-to-year health Federal class-action suits have health plans because it's already "And everybody is moving more Quality Assurance, isn't easily in-
care cost increases Now that dou- been filed against Humana Inc being used by employees for other toward disease management and terpreted, she said
ble-digit health care inflation has and Aetna Inc, alleging the HMOs types of health care informat_on, telemedicine online," Mr Ostuw We're always looking at how to
returned, though, the cost shift to misled plan members about how Mr Kuhn pointed out said "The advantage to being on- upgrade our system," Ms Dia-
employees will also return, health treatment decisions are made (Bl, "Health sites get the greatest line IS that the treatment can be mond said
care experts say Oct 11, 1999) number of hits on the Internet," he customized with claims history "We want to enable our employ-
Watson Wyatt Worldwide and "When HMOs get sued, employ- said "There's a lot of content in- and knowledge of pre-existing ees to make the best choices, and
the Washington Business Group ers will get sued as well because of formation out there It's just not conditions " we want to give them the best data
on Health recently surveyed 35 limits on coverage It's perceived organized " For example, many health plans available to do that " =1
B/direct f t Te
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Iwendorf@allegrowl com, 800-828-2727
*For full corporate information, see Innovative Re-
source Group

Certified Case Managers
Medical professionals 47

Physicians

Registered numes

Total medical professionals on retainer 8

American Health Holding Inc. Physicians on retainer 8
921 Eastwind Dnve, Clients

Total 136

Columbus, Ohio 43081,
614-818-3230, ext 232,
fax 614-818-3222
amencanhealthholding com
1999 revenues
$10,000,000
$5,000,000

Total gross revenues
Case management revenues

Stall

Total case management employees
Certtlied Case Managers

Medical professionals 27
Physic,ans
Registered nurses 25
Licensed practical nurses 1
Total medical professionals on retainer 15
Physicians on retainer 15
Clients
Total 30

Covered Iwes/managed cases

Total cases managed 2,900
Employer dents 10%
Insurer/managed care dients 90%
Group health claims 100%

Case management services telephone case
management, patient education, disease manage-
ment, special referral review, referrals to alterna-
tive settings, outpatient psychiatric and substance

Covered lives/managed cases
Total cases managed 437,717

Case management services telephone case
management, patient education, referrals to alter-
native settings, outpatient psychiatnc and sub-
stance abuse referrals, high-risk matemity man-
agement, written case reports

Health care services group health care, chiro-

2 prack, physical therapy/rehabilttation, home health

care, psychiatnc and substance abuse, short-

1 termlong-term d|sab|||ty, skilled nursing facilities,

organ transplants

Utilization management services utilization re-
View

Compensation. per employee per month, per
hour, $90 to $135, percent of savings, 30%

Amencan Accreditation HealmCare Commis-
sion/URAC status Health Utilization Management
Standards

Omcers Janice Walker, vp-healthcare manage-
menVcustomer service, Nancy Neslen, director-
nealthcare management, Caroline Alcone, case
management supervisor

Contact Janice Walker, administration@beech-
street com

6 case, per hour

Officers. Scott C Ferguson, pres,dent, Maggie Workers compensation claims
3 Eden, manager-case management, Mary Jane Whit- Group health claims

44 ty, case management/ublization rEview supervisor

CCMI Associates
1163 New Boston Road,
Francestown, N H 03043,

603-547-2245, fax 603-547-2246
1999 revenues

Total gross revenues $2,000,000
Case management revenues $2,000,000

Statl
Total case management employees 5
Certified Case Managers 4
Medical professionals 4
a4

Registered nurses
Total medical professionals on retalner 1

Physicians on retainer 1
Clients

Total

—

Corporate/insmutional employer clients
Covered lives/managed cases

Total cases managed 500
Employerclients 20%
Insurer/managed care clients 80%
Workers compensation claims* 40%

Group health claims*
Case management services onsite case man-

abuse referrals, demand management, high-risk Bluegrass Health Network Inc. agement, telephone case management, patient ed-

matemity management wntten case reports

Health care se,vices group health care, chiro-
practic, physical therapy/rehabilitation, home health
care, psychiatnc and substance abuse, pediatnc
care, skilled nursing facilittes, organ transplants

Utilization management sennces utilization re-
view, demand management, disease management

Compensation per employee per month, per
case, per hour, $95

American Accreditation HealthCare Commis-
sion/URAC status Case Management Organization
Standards, Health Utilization Management Stan-
dards

Branch Offices Little Rock, Ark, Columbus, Ga,

1 Indianapolis, Charthage, Mo, Philadelphia, Pitts-

burgh

Oilicers Micha J Reidelbach, president, Joan
M Yockel, vp-operations, Merry P Korn, vp-mar-
keting

Contact Merry P Kom

——— e —— 1

!
Beech Street Corp.
173 Technology Dnve,
Irvine, Calif 92618,
800-877-1666, fax 949-753-9025

www beechstreet com

1999 revenues

Total gross revenues $65,000,000
Case management revenues $1,900,000

Stall

Total case management employees 19

P O Box 23770,
Louisville, Ky 40223,

502-244-1343, fax 502-426-5935
1999 revenues

Total gross revenues $3,300,000
Case management revenues $1,750,000

Stati

Total case management employees 48
Cemfied Case Managers , 20
Physicians 1
Registered nurses 43

Total medical professionals on retalner 86
Physicians on retainer

Clients

Total 52
Corporate/instaut,onal employer dients 26

Covered lives/managed cases

Total cases managed
Employer clients 40%
Insurer/managed care dients 60%
Workers compensation claims

Group health claims

disability management, referrals to alternative set-

tings, outpatient psychiatnc and substance abuse Licensed practical nurses

referrals, wntten case reports

ucation, outcomes measurement, referrals to alter-
native settings, wntten case reports

Health care services. group health care, chlro-
practic, physical therapy/rehabllitatton, prescnption
drugs, home health care, workers compensation,
pedlatric care, short-term/long-term disability,
slolled numng facilmes

Compensation per hour, $65

Contact. Sandra Lowery, ccmi@lowery mv com
*The remaining 30% of the cases managed are et-
ther stnctly disabildy or auto insurers

86 CareAdvantage Inc.

485-C Route IS,
Iselin, N J 08830-3037,
732-602-7000, fax 732-602-7027

www careadv com

4.000 1999 revenues

Total gross revenues
Case management revenues

50% Stall
50% Total case managel
Case management services onsite case man- Certified Case Managers
agement, telephone case management, outcomes Medical professionals
measurement, specialty referral review, integrated - Physicians

ement employees

Registered nurses - 49

Total medical professionals on retainer

Health care services. group health care, dental, Physic,ans on retainer 130
chiropractic, physical therapy/rehabilitation, pre- Clients

scription drugs, home health care, psychiatnc and Total

substance abuse, workers compensation, pediatnc Covered lives/imanaged cases

care, short-term/long-term disability, skilled nurs- Total cases managed

ing facilities, organ transplants

Utilization management services utilization re- Group health claims

view, integrated disability management

Insurer/managed care dients 100%

Compensation per employee per month, per agement, telephone case management, patient ed-

Directory terms explained

The annual Bus,ness insurance dI- tainer Staff numbers are provided in
rectory of case management service full-time equivalents, except for those
providers lists companies that offer on retainer
Business volume is represented by v,ew, d,sease management

case management directly to members

of employer-sponsored group plans the number of case management

on behalf of the employer

clients and covered lives, Including

To be Included, companies were re- the percentage of cases managed for
quired to report their 1999 gross rev- employer clients or Insurer/managed
enues or an acceptable estimate Com- care clients, as well as the percentage Montpeher, vt
pantes that did not report gross rev- of claims that were workers compen-

enues were not included

Bus,ness /nsurance defines case

sation or group health
Specific case, health care and uti-

management as providing planning lization management services the
and monitoring treatment for catas- company provides are described next
trophic, complex or prolonged illness- m the listing, followed by the means of
es and miunes, including discharge compensation, the method used to bill
planning, onsite or telephone case re- for services Amencan Accreditation
views and/or patient referrals, as well HealthCare Commission/URAC status
as managing communication among is noted, if applicable

patients, providers and payers
throughout the course of a claim

Branch offices are other locations

performing case management, fol-

ucation, outcomes measurement, disease manage-

management, wntten case reports
Health care services group health care, physt-

30% Total gross revenues

Business Insurance, January 24, 2000/ 17

Insurer/managed care clients 15%

Case management services- onsite case man-

American Accreditation HealthCare Commis

10% sion/URAC status Health Utilization Management
90% Standards

Branch Offices Los Angeles, Burlington, Mass,

agement, telephone case management, patient ed- Silverspnng, Md

ucation, outcomes measurement, disease manage-

Oflicers George C Carpenter |V, chairman/CEO,

ment, specialty referral review, ,ntegrated disability Craig Horton, president/COO, William Nixon, exec-
management, referrals to alternative settings, out- utive vp/CEO

patient psychiatric and substance abuse referrals,

Contact Mona Winn, manager-corporate com-

demand management, absence management, wnt- municat,ons, contactus@corene com

ten case reports

Health care services. psychiatnc and substance
abuse, workers compensation, short-term/long-
term disabil

Utilization management sennces utilization re-
view, demand management, integrated disability
management

CorVel Corp.
2010 Main St, Suite 1020,
Irvine, Calif 92614,
949-851-1473, fax 949-851-1465

www corvel com

Compensation per employee per month, $1 50 1999 revenues*

to $6 00, per case, $250 to $700, percent of sav-

ings

$182,000,000
$109,000,000

Total gross revenues
Case management revenues

Oacers Dr Richard A Chaifetz, chairman/CEOQO, Stall

Robert Jacobson, CFO, Craig Smith, execut,ve vp Total case management employees 1,650
Contact Mary Paskell, d,rector-market,ng, 312. Ceffied Case Managers 800

5954015, info@compsych com Medical professionals

*Eshmate Registered nurses 1,150

Boston, Mass 02109,
617-367-2163, fax 617-367-8519
www concentramc com

1999 revenues

$675,000,000

Case management revenues $146,000,000

Stall

Total case management employees 1,306
Certified Case Managers 1,200

Medical professionals 1,306
Physicians 306
Registered nurses 700

Total medical professionals on retainer 61

Clients

Tou 2,346

Covered lives/managed cases

Total cases managed 57,000
Employer dients 8%
Insurer/managed care dients 92%
Workers compensation claims* 90%
Group health clams* 2%

Case management services onsite case man-
agement, telephone case management, patient ed-
ucation, online case reports, outcomes measure-
ment, disease management, specialty referral re-
view,integrated disability management, demand

$17,000,000 management, high-r,sk matemity management,
$17,000,000 absence management, wntten case reports

Health care services. group health care, chiro-

167 practic, physical therapy/rehabilitation, prescnption
7 drugs, home health care, psychiatncand substance
67 abuse, workers compensation, short-term/long-
11 term disa!)114 skilled nursing facilities

Utilization management services utilization re-

7 view, demand management, disease management,
130 integrated disability management

Compensation per hour, $63
American Accreditation HealthCare Commis-

4 sion/URAC status Health Ut lization Management

Standards, Workers Compensation Utilization

- 2,610,000 Management Standards
Branch Offices Throughout 49 states and Cana-
100% da Concentra has 89 service locations providing Total gross revenues

Case management services onsne case man- medical management and vocational rehabilitation Case management revenues

Llcensed practical nurses

Concenira. Managed Care Inc. Tn51%80nds on retainer ZQQ

Clients

Total . 535
Corporate/institutional employer clients 95

Covered lives/managed cases

Total cases managed 152,293
Employer clients 26%
Insurer/managed care clients 74%
Workers compensat,on claims 95%
Group health daims 5%

Case management services onsite case man-
agement, telephone case management, online case
reports, outcomes measurement, specially referral
review, tntegrated d,sabdy management, referrals
to altemative settings, outpatient psychiatric and
substance abuse referrals, high-risk matemity
management, absence management, written case
reports

Health care services group health care, chiro-
pract,c, physical therapy/rehabilitation, home health
care, psychiatric and substance abuse, workers
compensation, pediatnc care, short-term/long-term
disabill, skilled nursing facilles, organ transplants

Compensation per employee per month, $1 25
to $1 40, per case, $110 to $125, per hour, $70 to
$115

Amencan Accreditation HealthCare Commis-
sion/URAC status Health Utilization Management
Standards, Workers Compensation Utilization
Management Standards

Officers Gordon Clemens, president/CEO, Lou
Silverman, COO, Daniel H Davis, vp-marketing/
business development

Contact- Daniel H Davis, 215-953-5060,
dan_davis@corvel com
*Estimate

Crawford & Co.
5620 Glenndge Dnve NE,
Atlanta, Ga 30342,
800-241-2541, fax 404-847-4404

www crawfordandcompany com
revenues
$695,000,000

$72,500,000
and 85 locations specialiang In cost containment Staff
Officers Dantel J Thomas, president/CEO, Scott Total case management employees 695
ment, specialty referral review, high-nsk matemity Henault, president-case management services, Physicians 1
Thomas Kiraly, executive vp-finance/CFO Registered nurses 240
Contact Anne E Kirby, vp-product develop- Clients
Total 2,750

cal therapy/rehabilitation, prescription drugs, home ment, anne_kirby@concentramc com
health care, pediatric care, skilled nursing factimes, *Thee,ghtpercentnotrepresented,saccounted for

organ transplants
Utilization management sennces utilization re-

Compensation flat fee
American Accreditation HealthCare Commis-

sion/URAC status Health Utilizat,07 Management
Standards

in auto and disability services

CORE Inc.
18881 Von Karman Ave, Suite 1750,
Irvine, Calif 92612,
800-258-2673, fax 949-442-2101

www coreinc com

Branch Offices Buffalo, NY, Prov,dence, RI, 1999 revenues

Ofticers. David G Noone, CEO, Dr Richard W Case management revenues

Total gross revenues

Freeman, presidenVCOO, Dennis J Mouras, exec- Stall

utive vp
Contact- Dennis J Mouras

ComPsych Corp.
NBC Tower, 455 Cityfront Plaza,
Chicago, Ill 60611,
800-755-3050, fax 312-595-4029

www compsych com
1999 revenues™

Listings begin with the company lowed by the names and titles of Stall
name and address Financial/statistical omcers and a contact

Information includes total 1999 gross This directory is published as an ed-
revenues, followed by the actual dollar Itonal service to readers There is no
amount of revenues generated by case charge for companies to be listed In-

management services

formation reported is based on each

Staff information lists total staff as- company's response to a 8/ question-
signed to case management, including naire Although every effort is made to
a breakout of total professional staff publish complete and accurate listings,
members and staff members on re- 8/ is unable to verify all information

Total case management employees
Cert,fied Case Managers

Medical professionals
Physicians 6
Registered nurses

Licensed practical nurses
Clients

Corporate/insbtutlonal employer clients 1,500
Covered Infes/managed cases

Total cases managed 104,050
Employer clients 52%
Insurer/managed care clients 48%
Workers compensation claims 90%
Group health claims 10%

Case management services onsite case man-
agement, telephone case management, patient ed-

$65,563,000 ucation, online case reports, outcomes measure-
$47,205,360 ment, specialty referral review, integrated disability

management, referrals to alternative settings, out-

503 patient psychiatric and substance abuse referrals,
20 demand management, absence management, wnt-
175 ten case reports

Health care services dental, chiropractic, phys-

163 ical therapy/rehabilitation, prescnption drugs,
6 home health care, psychiatric and substance

abuse, workers compensation, pediatric care,

Totpl 37 shott-term/long-term disability, skilled nursing fa-

Corpotate/insmul,onal employer clients
Covered Inves/managed cases

Total gross revenues $100,000,000 Total cases managed 750,000
Case management revenues $12,000,000 Employer clients 90%
Insurer/managed care clients 10%

Total case management employees 95 Workers compensation claims 100%

Medical professionals 94
Physicians

Registered nurses

Total medical professionals on retainer

Physicians on retainer
Clients

Case management services telephone case

2 management, outcomes measurement, integrated
3 disability management, referrals to alternative set-
1 tings, high-nsk maternity management, absence
1 management, wntten case reports

Health care services- group health care, ch,ro-

Total 80 practic, workers compensation, short-term/long-

Corporate/insmutlonal employer clients
Covered lives#nanaged cases
Total cases managed

Employer dients 85%

70 term disability

Utilization managementservices utilization re-

4,500,000 view, integrated disability management

Compensation per employee per month

2 cllitles, organ transplants

Utilization management services ut,lization re-
view

Compensation- per employee per month, per
case, per hour, flat fee, percent of sav,ngs

American Accreditation HealthCare Commis-
sion/URAC status- Health Utilization Management
Standards, Workers Compensation Utilization
Management Standards

Branch Offices Branch offices are located in all
50 states

Officers Archie Meyers Jr, chairman/CEO,
Grover L Davis, president/COOQ, Victoria Holland,
executive vp

Contact Wanda L Gross, project manager



[ .., =

Business
Insurance

www.businessinsurance.com

I f | / | / ;

| | f |

| i - .,y - =N { { [ ]
S V- ———— S o e g e R, S, Famm i - e e Yt e Sl Emsnpar St SR o= S N =S = Sacne g

Issue
Date

COMING SOON IN

s M s Ml o MM M Wi

IBUSINMESS INSURANCE...

Editorial Feature

Infdh_mation Resbu ‘ce: Riéjk Ménagemen‘t

Benefits: Improving Quality

Directory: Case Management Services
1

‘ : == i

Envi-onmental Risks |

Directory: Environmental Risk Management Consuitants

Distrbution: Commercial Instrance Legislative Sturmmit

Self-Insurance: PropertyZCasuaIty & Employee Benefits

Directory: Third-Farty Adminst-ators

: b

Benefits: Technolozy Solutions
Directory: Benefit Infvrmafmr Sysfems

D:sfrfbutfon NA/C

Risk Financing Optuons

Directory: Risk Securtization Specialists
Distribution: 1AIS

Risk Management Services
Direc‘ory: Risk Management Coasulfants

Demographic Section

IT Financizl Modernization

ABT Global Strategies

IT Global Strategies
ABT Coansolidation

IT Consolidation

ABT Agency/Insurer Relations

Ad
Closing

RESERVE vour AD SPACE TODAY.
CALL /A SALES OFFICE NEAR YOU.




Continued from page 17
ddyess@dhs, com

Direct Medical
Management Inc.
4301 Darrow Road,
Stow, Ohio 44224,
330-686-7030, fax 330-686-7015

www chandler-group com
1999 revenues

EM Ernst Management Inc.
111 Grant Ave , Suite 206,
Endicott, N Y 13760,
800-724-0825, fax 607-786-3470

www emmgt com
1999 revenues*

Total gross revenues $315,000
Case management revenues $315,000  |otalgross revenues $1,600,000
stall Case management revenues $600,000
Total case management employees 4 st
Registered nurses 3 Total case management employees 10
Physicians on retainer 4 Certmed Case Managers 6
Clients Med,cal professionals
Total 105 Registered nurses
Covered lives/managed cases Licensed practical nurses
Total cases managed 41,000 Total medical professionals on retainer

Physicians on retalner

100% N
Clients

Insurer/managed care clients
Group health daims
Case management services telephone case o .
) . Corperate/institutional employer clients "
anagemert, dsease management, speciay - Cov 0 ||ves7mana8ed Cases
erral review, reterrals to alternative settings, de- Total cases manage
mand management, high-risk matemity manage- Employer clients
ment, written case reports .
. Insurer/managed care clients 30%
Health care sennces group health care, ps%cm- Workers compensation claims

atric and substance abuse, pediatric care, shorb Group health claims
term/long-tenn disability, skilled numing facilmes

oo lization management services ufizafion re- agemen, telephone case management, patient ec-

100%

1 Total case management employees
Tntpl 11 Medical professionals
1,040 Total medical professionals on retatner

70% Physicians on retainer 265
2 Boca Raton, Fla, Alpharetta, Ga, Baton Rouge,

temity management, wntten case reports

Health care services. group health care, psychi- Certed Case Managers
atric and substance abuse, pediatric care, skilled Medical professionals

nursing facilities, organ transplants

Utilization management senices utilization re- Total med,cal professionals on retainer

view, disease management

Business Insurance, January 24, 2000/ 19

Contact David A Dyess, director-client services, ment, referrals to alternative semngs, high-nsk ma- Stall

Total case management employees

Registered nurses

Physicians on retainer

Compensation per employee per month, per Clients

case, per hour

Officers Frederick H Larson, president, Nicki Corporate/ins#tutional employer clients

larson, vp
*Opentes under a program named Care Link

ENCOMPASS Health
Management Systems
6000 Westown Parkway, Sufte 350 E,
West Des Moines, lowa 50266-7771,
800-383-2856, fax 515-222-2407

encompas com

9 1999 revenues

7 Total gross revenues

Case management revenues - $3,500,000 practic, physical therapy/rehabilitation, home health Comgensation per employéee per month, § 45
care, psychlatric and substance abuse, workers to $1°9

16 compensation

$39,385,000
Stall
Certified Case Managers 10

Physicians
Registered nurses

Nurses on retamer

10% Clients
90% Total
Case management semices ons,te cgse man- Corporate/institutional employer clients

Covered lives/managed cases

Total 210

Covered lives/managed

Total cases managed
Employer clients
insurer/managed care clients
Workers compensation claims
Group health claims 15%

210 Group health claims

Total medical professionals on retainer 1

38 Physicians on retainer 1

26 Clients

26 Total 461

26 Corporatehnst,tut,onal employer clients 457
1 Covered lives/managed cases

1 Total cases managed 22,500
Employer clients 95%
Insurer/managed care clients 5%

100%
Case management services onsite case man-

12,080 agement, telephone case management, patient ed-
90% ucation, referrals to alternative settings, outpatient
10% psychiatnc and substance abuse referrals, high-nsk
85% matemity management, wntten case reports

Health care services group health care, physi-

Case mana%ement services onsite case man- cal therapy/rehabilitation, home health care, psy-

agement, telep

one case management, specialty chiatnc and substance abuse, pediatnc care, skilled

referral review, outpatient psychiatric and sub- nurs,ng facilities, organ transplants

stance abuse referrals, wr,tten case reports

Utilization management sen, Ices utilization re-

Health care services group health care, chiro- view

Utilization management services utilization re-

16 view

, per case, $375 to $510, per hour, $50 to
$90, percent of savings, 20%
American Accreditation HealthCare Commis-

slon/URAC status Health Utilization Management

Compensation per employee per month, $1 50 Standards

, peréent of savings*, 15%

2&; &08§3 00 per cfase,,$25p %&500, per hour, $74 to Officers Denise Zosterman, presidenVCEQ,

Richard J Hodson Jr, director-customer relations,

Branch Offices Mobile, Ala,Long Beach, Calif, Montelle Evans, director-€linical programming

Lafayette, New Orleans and Shreveport, La, Gulf-

35 Port, Miss, Corpus Chnst, and Houston, Texas,
15 Norfolk, Va

Oll,cers M Todd Richard, pres,denVCEO, Reed

emand management, disease managemen . ) :
Compensation per employee per month. per ucatlon, outcomes measurement, disease manage- Total cases managed 1,700,000 A Bell, executive vp, Dan Clark, senior vp
hour $8% P ployee p P ment, integrated disability management, referrals Employer clients 84% Contact Kay Martin, vp-FARA Healthcare Man-
American Accreditation HealthCare Commis- to alternative settings, outpatient psychiatric and Insurer/managed care dients 16% agement, kay martin@faracom
. - substance abuse referrals, high-risk maternity Workers compensation claims 39% “Estimate
sion/URAC status Health Utilization Management Group health claims 1%

management, wntten case reports
Health care services |%xroup health care, physi-

coldticsrs Adnur W, Ghandler, ehaiman, Joseph cal therapyrehab, ation,

Contact Joseph Colosi, loecol@chandler- chiatnc and substance abuse, workers compensa-

group com

Standards

skilled nursing facilities, organ transplants

Case management services telephone case

ome heafth care, psy- management, patient equcation, online case reports,

outcomes measurement, disease management,

tion, pediatnc care, short-term/long-term d,sabili, specially referral review, Integrated disability man-

agement, referrals to alternative settings, outpatient

Utilization management services utilization re- psychiatnc and substance abuse referrals, demand
management, high-nsk matemily management, ab- Genex ServiceS InC.

Diversified Healthcare
Services
2430 Camino Ramon, Suite 240,
San Ramon, Calif 94583,
925-355-1423, fax 925-355-1433

www dhs, com

view, integrated disability management

to $3 00, per hour, $65 to $120

vp-workers compensation and disability

Contact Sharon Miller, 800494-1561, sharon@
emmgt com
*Estimate

1999 revenues

Total gross revenues
Case managemem revenues

Stall

Total case management employees
Cert,fled Case Managers
Registered nurses

$7,000,000
$200,000

37 Employee Benefit
Management Services Inc.*
2075 Overland Ave,PO Box 21367,

1
1
Llcensed practical nurses 2 Billings, Mont 59104-1367,
Total medica] professionals on retainer 2 406-245-3575, fax 406-655-4311
Nurses on retalner 2 www ebmstpa com
Clients 1999 revenues
Total 20 Total gross revenues $7,628,395
Corporate/institutional employer clients 4 Case management revenues
Covered lives/managed cases Stall
Total cases managed 1,000 Total case management employees
Employer clients 20% Certified Case Managers

Workers compensation claims 100% licensed practical nurses

Case management semices onsite case man- Total medical professionals on retainer

agement, telephone case management, patient ed- Physicians on reta,ner

ucation, online case reports, disease management, Clients

specialty referral review, integrated disability man- Total 164

agement, written case reports Corporatefinstitutional employer clients 136
Health care seivices workers compensation Covered lives/managed cases
Utilization management services utilization re- Tot cases managed

view Employer dients
Compensation per hour, $85 Group health claims
Officers Jorge Garratt, president, Tara Am-

6

3

Insurer/managed care dients 80% Registered nurses 6
a4

1

1

1,328
100%
100%

business development

d‘ie 1. Iﬁtracorp
. Concentra Managed Care Inc.
. CorVel Corp.

. Crawford & Co.

. Genex Services Inc.

. CORE Inc.

. National Healthcare Resources Inc.

o N 0o 0 h 0N

. Resource Opportunities Inc.
9. ComPsych Corp.

10. innovative Resource Group *

1 Est,mate 2 Formerly CNR Health Inc

*PM#HFMhi* 1" e™*51 =<*444$2§

Compensation per employee per month, $1 85 sence management, wmten case reports

Health care ser'vices group health care, chiro-

Ollicers Carl R Ernst, president, Sharon Miller, practic, physical therapy/rehabil[tation, home health
vp-quality and development, Mary Lou Conrow, care, psychiatric and substance abuse, workers

compensation, short-term/long-term disability,
skilled nursing facilities, organ transplants

111111zation management services utilization re-
view, demand management, disease management,
integrated disabil,ty management

Compensation per hour, $100

Amencan Accreditation HealthCare Commis-
sion/URAC status Case Management Organization
Standards, Health Utilization Management Stan-
dards, Workers Compensation Utilization Manage-
ment Standards

Branch Omces Chicago, Baltimore, Minneapo-
hs, Lincoln, Neb

Officers Fred Ferree, executive vp, John Clark,

$796,759 CH), Kathy Fliehler, vp
Contact Kathy Rehler, kntehle@encompas com Covéred ivesimanaged

@

FARA-F.A. Richard
& Associates Inc.
2360 Fifth St,
Mandeville, La 70471,
504-624-8383, fax 504-624-8489

www fara com

Case management services onsite case man- 1999 revenues
brose, vp-product development, Ton Henson, vp- agement, telephone case management, patient ed- Total gross revenues
ucation, outcomes measurement, disease manage- Case management revenues

$17,200,000
$3,400,000

-4:<'- ., integrated H‘févéi?fﬁy man

146,000,000

109,000,0001 1
72,500,000 6

70,030,000 f

04,000,000 | sionRACstatus Tase.

Standards, Health Utilization Management Stan- Case management revenues

440 E Swedesford Road, Suite 3050,
Wayne, Pa 19087,
610-964-5100, fax 610-964-1919

www genexservices com
1999 revenues

Total gross revenues $116,500,000

Case management revenues $70,030,000

Staff

Total case management employees 1,700
Cemfied Case Managers 1,100

Medical professionals 787
Physicians 17
Registered nurses 770

Total medical professionals on retainer 165
Physicians on retainer 100
Nurses on retainer

Clients

Tou 1,350

tehnsmutional employer dients 1,000
2568
Total cases managed 127,000

Employer clients
Insurer/managed care clients
Workers compensation claims 83%
Group health claims 17%
Case management services onsite case man-
agement, telephone case management, patient ed-
ucation, online case reports, outcomes measure-
ment, disease management, specialty referral re-
view, integrated disability management, referrals to
alternative settings, outpatient psychiatric and sub-
stance abuse referrals, demand management,
high-risk matemity management, absence man-
agement, written case reports
Health care services group health care, physt-
cal therapy/rehabilitation, prescription drugs, psy-

Health Care Evaluation Inc.
6702 N Inglewood, Suite G,
Stockton, Calif 95207,
209-951-6711,fax 209-951-2731

1999 revenues

Total gross revenues $1,900,000
Case management revenues $1,900,000

Stall

Total case management employees 19

Medical professionals 11
Physicians 2
Registered nurses 7
licensed practical nurses 2

Total medical professionals on retainer 210
Physicians on retatner 210

Clients

Total 52
Corporate/institutional employer clients 50

Covered lives/managed cases

Total cases managed 7,500
Employer dients 88%
Insurer/managed care clients 12%
Workers compensation dalms 1%
Group health claims 99%

Case management services telephone case
management, patient education, specialty referral

65 review, referrals to alternative settings, outpatient

psychiatric and substance abuse referrals, absence
management

Health care services group health care, dental,
chiropractic, physical therapy/rehabilitation, pre-
scription drugs, home health care, psychiatric and

10% substance abuse, workers compensation, pediatric

care, short-term/long-term disability, skilled nurs-
ing facilities, organ transplants

Utilization management services utilization re-

Compensation per employee per month, $1 20
to $1 90, per hour, $95 to $110

American Accreditation HealthCare Commis-
sion/URAC status Health Utilization Management
Standards

Officers Barbara Rodin, CEO, Jeff Roby, prest-
dent, Peggy Hoover, vp-review operations

Contact Richard Bukar, 714-281-7846

gojetng and substance abise, workers compensa- Health Design Plus

Utilization management services utilization re-

nd mana%ement, disetase management,
gemen

Compensation per case

Ion

anagemem Organiza

ccreditation He6thCare Ccimmis- 1999 revenues

1755 Georgetown Road,

Hudson, Ohio 44236,
330-656-1072, fax 330-656-9387
www@hdplus com

dards, Workers Compensation Utilization Manage- Stall

ment Standards

Branch Offices 100 case management offices

Officers Peter C Madela, president/CEO, Paul
M Bode, senior vp-sales and marketing, Delphia B
Fnsch, senior vp-operations

Contact Carolyn H,Idenbrand, director-market-
Ing, carolyn hildenbrand@genexservices com

47,205,360 HHS, Health Options

29,000,000
20,000,000
12,000,000

8,032,000

Source 8/ survey, F,rms that denve 100% of case management revenues from insurer/managed care clients are not ranked

5363 44th St SE,
Grand Rapids, Mich 49512,
800-634-2712, fax 616-956-6843
hhs-inc com
1999 revenues
Total gross revenues
Case management revenues
Staff
Total case management employees 104
Certified Case Managers
Medical professionals
Registered nurses 50

Total gross revenues $1,100,000
$1,100,000
Total case management employees 26
Medical professionals 13
Registered nurses 13
Total medical professionals on retainer 1
Physicians on retainer 1
Clients
Total 9
Corporate/insmuonal employer dients 9
Covered lives/managed cases
Total cases managed 20,000

100%
100%

Employer dlents
Group health claims
Case management services telephone case
management, patient education, outcomes mea-
surement, disease management, specialty referral

$5,773,577 review, referrals to alternative settings, outpatient
$5,631,384 psychiatric and substance abuse referrals, high-nsk

matemity management, wntten case reports
Health care services group health care, dental,

3 chiropractic, physical therapy/rehabilitation, pre-
50

Continued on next page



Continued from previous page

pediatnc care, skilled nursing facilkes, organ trans- integrated disability management
plants

Ublization managementservices uilizabon re- hour
view, disease management, integrated disability
management

Utilizationmanagement sennces utilization re- view, demand management, disease management, general manager
scnption drugs, psychiatric and substance abuse, view, demand management, disease management, integrated disability management

Compensation per employee per month, per case, percentage of savings

American Accreditation HealthCare Commis- sion/URAC status Case Management Organtzation

therapy/rehabilitation, home health care, pediatric
Contact Catherine Marrs, cmarrs@k:,soninc care, skilled nursing factimes, organ transplants
Compensation per employee per mon-h, per com Utilization management selvices utilization re-
view, demand management, disease management

Compensation per employee per month, $0 60,
per hour, $110

American Accreditation Healthcare Commis- Magellan Behavioral Health

sion/URAC status Health Utilization Management Standards, Health Utilization Management Stan-

Compensation per employee per month, $3 63 Standards, Workers Compensation Uttl,zation dams, Workers Compensation Utilization Manage-

to $4 56, per case, $450, percentage of savings, Management Standards
30% home care/anculary service negotiations, Branch Offices Phoenix, Houston, Pewaukee,
33% retrospective claims review program Plover and Waukesha, Wis
Officers M Ruth Coleman, president/CEO, Con-
nile Jones, vp-health services Dianne Kiehl, senior vp, Dr David Burnett, vp/med-
Contact Robetta Kordish, director-sales and ical director-medical services
matketing, rkordi@hdplus com
development, efems@i-r-group com
Health Risk Management “Formedy CNR Health inc
10900 Hampshire Ave S,
Minneapolis, Minn 55438,
800-824-3882, fax 612-946-7694

Integrated Care Management
5 Dunwoody Park,

ment Standards
Branch Oftices Anaheim, Calif, Norcross, Ga,
Itasca, 111, Pittsburgh and Plymouth Meeting, Pa,

Officers Dr James E Hartert, presidenUCOO, Chattanooga, Tenn, Dallas

Officers Kirk Rothrock, president, Ken Ross, se-
nior vp-disabilay management, Eileen Auen, senior

Contact Elizabeth Fems, director of business vp-health care management

Contact Colleen Bergin, manager-publi= mla-
tions, cbergin@mail Intfacorp com, 215-761-7152

e

6950 Columbia Gateway Dnve
Columbia, Md 21046,
800-458-2740, fax 410-953-5200
www magellanhealth com
1999 revenues
Total gross revenues $1,500000,000
Case managemem revenues

Stall

Total case management employees 1,179

Totll medical professionals on retalner 230

Clients

Total 1,094
Corporate/institutional employer clients 715

Covered lives/managed cases
Total cases managed

American Accreditation HealthCare Commis
sion/URAC status Health Uttlization Management
Standards

Officers Bill Ketner, president/CEO, Joel Grace,
vp-administration, Kathryn Showalter, vp-business

NA development

Contact Joy Neal, maeting services manager,
800-433-9178 ext 4281, jneal@medcost com

Medical Management Services
8620 S W 179 St ,

Miami, Fla 33157,
305-378-2567, fax 305-251-0246

1,247,265* 1999 revenues

hrmi i
www hrmi com Atlanta, Ga 30075, Employer dients.. 28 leo Total gross revenues $60,000
1999 -500- -730- _
revenues 800-500-3270, fax 770-730-9055 Insurer/managed care clients** 62% Case management revenues $60'000
Total gross revenues $200,860,000 www integratedcare com Case management services onsite case mai- Stafl
S(t:ause management revenues $3,500,000 1999 revenues Jordan Services Inc. agement, telephone case management, patient edu- Total case management employees 1
a Total gross revenues $4(00'000 900 Merchants Concourse, Suite 112, cation, outcomes measurement, dmease nanage- Certified Case Managers 1
Total case management employees 32(3;39 r:'\lanagement revenues $3800.000 Westbury,NY 11590, ment, speciany referral review, refermls to alemattve Medical professionals 1
if T . . .
Ce'ft'ﬁed Case Managets = 516-683-0100, fax 516-683-0309 settings, outpabent psychiatnc and substance abuse Registered nurses 1
Medical professionals 70 Total case management employees 60 www Jordanservices com referrals Clients
Physicians 2 Certmed Case Managers 21 1999 revenues HeaHh care sennces psychiatnc and Slbstance Total 52
R_eg's‘e"ed nurses 67 Medical r_’r_OfeSS'onals 16 Total gross revenues $7,443,333 abuse Covered lives/managed cases
Licensed practical nurses ! Physicians ! Case management revenues $4,884,300 Utilization management se,vices utilintion re- Total cases managed 52
Total medical professionals on retamer 32 Registered nurses 12 Slail view, disease management Insurer/managed care clients 100%
thyslclans on retainer 32 Licensed practical nurses | 80 Compensation per employee per molth, per Workers compensation claims 92%
Clients Total medical professionals on retainer mp Oyees 42 case, flat fee Group health claims 8%
Tolal 67 Physicians on retainer 1 Registered nurses a5 American Accreditation HealthCare C immis Case management services onsite case man-
i i i 67 Client: : ilizati i
Corijoratebnstituttonal employer clients fents Physicians on retainer 2 sion/URAC status Health Utilization Managemet agement, telephone case management, patient edu-
Covered lives/managed cases Total . . A 60 Clients Standards cation, outcomes measurement, specialty referral
Total cases managed 5,010 Corporate/insmutional employer clients 4 Total 715 Ollicers John J Wider Jr, president/COO, review, integrated disabilm, management, referrals

22% Covered lives/managed cases
Insurer/managed care clients 78% Total cases managed
Group health claims 100% Employer clients 40%
Case management services telephone case Insurer/managed care clients 60%
management, patient education, online case re- Workers compensationdalms 100%
ports, outcomes measurement, disease manage- Case management services onsite case man-
ment, specialty referral review, integrated disability agement, telephone case management, outcomes
management, referrals to altemat,ve settin Js, out- measurement, integrated disability management,
patient psychiatric and substance abuse referrals, absence management, wntten case reports
demand management, high-nsk matemity man- Uillization managementservices utilization re-
agement, wntten case reports view, disease management, integrated disability
Health care services group health care, chiro- management
practic, physical therapy/rehabilitation, home health Compensation per case, $450 to $1000, per
care, psychiatric and substance abuse, pediatric hour, $65 to $70, flat fee
care, sholl-term/long-term disability, skilled nurs- American Accreditation HealthCare Commis-
ing facilities, organ transplants sion/URAC status- Workers Compensation Utiliza
Utilization management services utlization re- tion Management Standards
view, demand management, disease management, Officers Dan Barta, president, Mark Pergollm,
integrated disability management director-business development, Amy Aherns, prac-
Compensation per employee per month, per tice leader
case, per hour, $120 to $150
American Accreditation HealthCare Commis- grat
sion/URAC status Health Utilization Management
Standards
Officers Dr Gary Mcliroy, chairmaryCEQO, Mar- |ntercare Network*
lene Travis, president, Thomas Clark, CFO 285 Forest Grove Dnve,
Contact Pamela Hursh, president-incemnity Pewaukee, Wis 53072,
business unit, phursh@hrmi com 262-695-2500, fax 262-695-2525
Officers Victoria Hekkers, president, Duffy

Johnson, director Teresa Staka, manager
Contact Victona Hekkers, vicky hekkers@mail
Innovative Resource Group~
2514 S 102nd St, Suite 100,

mpartners com

*For full corporate mformation, see Innovative Re-
Milwaukee, Wis 53227,
800-499-0267 ext 8408,

source Group
fax 414-327-0886

Employer dients

Intracorp
1601 Chestnut St,
2 Liberty Place, TL0O9J,
Philadelphia, Pa 19192,
215-761-7100, fax 215-761-5538

www cnrhealth com

859 Total cases managed

Covered lives/managed cases

Employer clients 20%
Insurer/managed care clients 80%
Wolkers compensation daims 35%
Group health claims 65%

Case management sennces onsite case man-
agement, telephone case management, patient ed-
ucation, online case reports, disease management,
specialty referral review, integrated disability man-
agement, referrals to alternative settings, outpatient
psychiatric and substance abuse referrals, wntten
case reports

Health care services group health care, work-
ers compensation, sho,Herrn/long-term disability

Utilization management services utilization re-
view, integrated disability management

Compensation per employee per month, $1 25
to $4 00, per hour, $79 to $150

American Accreditation HealthCare Commis-

Contact Merk Pergolini, mark pergolini@inte- sion/URAC status Case Management Organtzation CaS&

Clansse Marques, executive vp-clinicaVqualty man- to alternative semngs, outpahent psychiatric and

260,000 agemem, Paul D Barnes, chief mameting offser

Contact Paul Barnes
*Covered lives numbers are for 1998, figures for 1999

will be avallaNe in late February * *Nine-tenths d a per-
cent of toM cases managed am for the public setor

Managed Care USA

Services Inc.

4401 Barclay Downs Dnve,
Charlotte, N C 28209-4604,
704-945-2706,fax 704-945-2634

WwWwW mangedcareusa com
1999 revenues

Standards, Health Utilization Management Stan- Staff

dards, Workers Compensation Ublization Manage- Total case management employees

ment Standards

Officers Moms Ehrenreich, president, Sandra Physicians 1

Horow« CEO, Phyllis Snow, director-market,ng

Contact Phyllis Snow, www phyllissnow(@jor- Licensed practical nurses

danservices col

Liaison Inc.

Dallas, Texas 75248,
972-380-6944, fax 972-380-8629

www liasoninc com

1999revenues

substance abuse referrals, wntten case reports

Health care services group health care, work-
ers compensation

Utilization management services Integrated
disabill management

Compensation per case, $40 to $60

American Accreditation HealthCare Commis-
sion/URAC status Case Management Organization
Standards, Workers Compensation Utilization
Management Standards

Contact Audree Theobald, case manager

Med-Valu Inc.
485 Metro Place S, Suite 200,
Dublin, Ohio 43017,
614-764-2282, fax 614-766-0004
www medvalu com

1999 revenues

otal aross revemtes $100,tWo,000 Total gross revenues $6,000,000
nagemen revenues $7,700,000 Case managemem revenues $572,000
Staff
50 Total case management employees 7
Cemfied Case Managers 29 Certified Case Managers 3
Registered nurses 5
Registered nurses 42 Physicians on retaner 42
1 Clients

Clients Total 20

Total 6,00£ Covered Inves/managed cases
Covered lives/managed cases Total cases managed 12,000
Total cases managed 11,000 Insurer/managed care dients 100%
Employer clients 50% Group health claims 100%

Insuredmanaged care clients 50%
Womers compensation claims

Case management services telephone case

100% management, patient education, specialty referral

Case management services onsite case man- review, referrals to alternative settings, outpatient

17000 N Dallas Parkway, Suite 103, agement, telephone case management, pat,entee- psychlatncand substance abuse refertals, high-nsk
ucation, outcomes measurement, specialty referral matemity management, wntten case reports

review, wntten case reports
Health care services workers compens,ition

Health care services group health care, dental,
chiropracbc, physical therapy/rehabilitation, pre-

Utilization management services utilizaion re- scnption drugs, home health care, psychlatnc and

view

substance abuse, pediatric care, short-term/long-
term disability, skilled nursing facilities, organ

Utilization management services utilization re-

Officers Steven M Mariano, chairman/CEOQO, view, disease management

Compensation per employee per month, per
case, per hour

American Accreditation HealthCare Commis-
sion/URAC status Health Utilization Management
Standards

Officers Michael Unde, president, CEO, Mary
Ellen O'Grady, vp-sales/marketing, Frank Anzelmo,
vp-systems

Contact Mary Ellen O'Grady

4 National Healthcare

Resources Inc.

555 North Lane,

Conshohocken, Pa 19428,
610-238-0630, fax 610-238-0639

www nhrinc com

1999 revenues www intracorp com Total gross revenues $2,000,000
Total gross revenues $30,300,000 1999 revenues Case management revenues $1,800,000 Compensation flat fee, $255 to $500
Case management revenues $8,032,000 Total $365,000,000 Staff Branch Offices Rancho Cordova, Calif, Aragland, transplants
Stall otal gross revenues s s B
Case management revenues $304.000.000 Total case management employees 23 Aa, Alpharetta, Ga, Voorhees, NJ, Franklin, Tenn
Total case management employees 191 Staff Cemfied Case Managers 10
Certified Case Managers 42 Total case management employees 3148 Medical pefessionals 19 David Smith, vp-claims, Dr Deborah Da-, chief
Medical professional J . - .
fodical professionals 140 ceded Case Managers 254 Registered nurses 18 medical officer ,
yflc-ans 3 Medical professionals 1074 Licensed practical nurses 1 Contact Kevin M McCarthy, director-co-porate
Eeg's‘e’:d I”U:_Sesl 13: Physicians 47 Total medical professionals on retainer 20 communications
icensed plactical nurses i Physicians on retainer 5
I . ) Registered nurses 1,027 .
Total medical professionals on retainer 45 Toldgmedical professionals on retainer o27 Nurses on retainer is MedCost L.L.C.
Ehysicians on retainer 45 Physicians on rebner 527 Clients 165 Kimel Paric Dnve,
Clients Clients Total 125 Winston-Salem, N C 27103,
Total 158 Total 1,757 Corpolate/insmutional employer clients 12 336-760-3090, fax 336-760-2352
Corporateinstitutional employer clients 76 Corporate,inst tutional employerd,ents 569 Covered lives/managed cases www medcost com
Covered lives/managed cases Covered lives/managed cases Total cases managed 900 1999 revenues
Total cases managed 44,192 Total cases managed 1,690,098 Employer clients 25% Total gross revenues $14,700,000
Employer clients . 40:0 Employer dients 17% Insurer/managed care clients 75% Case management revenues $60,000
Insurer/managed cam clients 60% Insurer/managed care clients 83% Workers compensation claims 100% Stall
\éVOFKEf: C‘;L“Pf’_‘sa‘m claims 3% Womers compensation claims 16% Case management services onsite case -nan- Total case management employees 1
rou eal claims o .
i - " 97% Group health cia,ms 84% agement, telephone case management, online case Certmed Case Managers
ase management senlices onsite case man- Case management sennces onsite case man- reports, outcomes measurement, specialty referral Medical professionals 9
agement, telephone case management, patiented- 000t telephone case management, patiented-  review, integrated disability management, referrals Registered numes °
ucation, online case reports, outcomes measure- ucation, online case reports, outcomes measure- to alternative settings, demand management, wnt- Clients
ment1 disease management, sge0|alt¥ referral re- ment, disease management, specialty referral re-  ten case reports Total 0800
view, Integrated disabilm, management, Teferrals to ;o\, integrated disability management, referrals to Health care services workers compensation, Corporateinstitutional employer clients 20

alternative settings, outpatient psychiatnc and sub-
stance abuse referrals, demand management,

alternative settings, outpatient psychiatnc and sub-
stance abuse referrals, demand management, high-

shod-teml/long-term disabilay Covered lives/managed cases
Utilization management sennces utilization re- Total cases managed

2,235 Tou gross revenues

1999 revenues

$113,000,000

high-nsk matemity management, absence man- o 1 4temity management, absence management,  View, demand management, inteirated disability Employer dients 1% Case management revenues $29,000,000
agement, wrmen case reports written case reports management Insurer/managed care clients 99% Staff

Health care services group health care, chiro- Health care services group health care, chiro- Compensation per case, per hour; flat fee Group health claims 100% Total case management employees 330
pract,c, physical therapy/rehabilitation, presenption pracbe, physical thempy/rehabilitation, home health American Accreditation HealthCare Commis- Case management services telephone case Certified Case Managers 227
drtigss, home health care, Bsxchiatncan_d sutstance care, psychiatnc and substance abuse, workers slon/URAC status Case Management Organization management, patlent education, referrals t i alter- Medical Professionals 290
abuSe, workers compensation, pedialric care, o mpengation, pediatnc,care, shorHermilong4enn  Standards, Workers Compensation Utilization native settings, high-nsk matemity manag :ment, Physicians 2
sh_oIt-term/long—ggmnqisabl|I, skilled numng ta- disab, 14 slolled nursing facilties, organ transp?ants Management Standards wntten case reports Registered nurses 200

cllities, organ t

Utilization management selvices utilization re-

Officers- Cathenne Marrs, president, Karen Kyle, Health care services group health care, Flysical

Continued on next page



ment, specialty referral review, integrated disability practic, physicaltherapy/rehabilttabon, home health Employer dients

Licensed practical nurses

Total medical professionals on retainer
wntten case reports

25 management, referrals to alternat,ve settings, out- care, psychiatnc and substance abuse, workers Insurer/managed care clients 36%
82 patient psychiatric and substance abuse referrals, compensation, pedlatnc care, short4erm/long-term Group health claims

disabil, slolled nursing faalmes, organ transplants

DUG66.666 1,.66(¢/Unte, ddlillclly 42, MUYVU / 91

64% tion Management Standards
Ollicers- Belinda Bnce, president, Harry Greene,
100% director-customer relations

Case management services telephone case Contact- Harry Greene

Utilization management services utilization re- management, high-nsk matem,ty management

Health care semces group health care, psychi-

Compensation. per employee per month, $0 75 atnc and substance abuse

Physicmns on retainer 12
Nurses on reamer 70 Health care services group health care, chiro-
Clients practic, physical therapy/rehabilitation, prescnption view
175 drugs, home health care, psychiatrcand substance
Corporatef/institutional employer clients 26

term disability, organ transplants
Utilization management services utilization re-

Covered lives/managed cases
Total cases managed 23,200
Employer dients 15%

Insurer/managed care dients 85% management

view, disease management, integrated disability

Workers compensation claims 95%
hour, $70 to $90

Group health claims 5% . o .
American Accreditation HealthCare Commis-

Case management services onsite case wan-
agement, telephone case management, specialty X o
. . . ™ Standards, Workers Compensation Utilization
referral review, integrated disability management,
Management Standards

Branch Offices Ogden, St George and Salt Lake
City, Utah

Officers Sally Swenson, president, Kelly Hinds,

absence management

Health care services. workers compensat on,
short-term/long4erm disability

Ut lizat,on management services. utilization re-
view, integrated disability management omee manager

Compensation per employee per month, per
hour, $62 to $85, flat fee, $225 to $2,750

American Accreditation HealthCare Commis-

Contact- Sally Swenson, ncmservice@aol com

sion/URAC status Health Utilization Management
Standards, Workers Compensation Utilization
Management Standards

Branch Ollices- Atlanta, Chicago, Owings Mills, Options Unlimited
76 E Main St,
Huntington, N Y 11743,
516-673-1150, fax 516-673-8369
www optionsunlimited org

Ofticers: Chris Garcia, pres,denVCEO, Michael 1999 revenues
Angst, COO, Mike undberg, executive vp

Md, Minneapolis, Southfield, Miss, Englewood
and Woodbridge, NJ, Charlotte, NC, Lebanon
and Pittsburgh, Pa, Dallas and Houston, South
Charleston, W Va

Total gross revenues

Case management revenues
National Utilization Stall

Management Corp.

7301 N 16th St , Suite 201,
Phoenix, Anz 85020,
602-371-3860, fax 602-371-3885

Total case management employees
Cerued Case Managers
Medical professionals

Total medical professionals on retainer 140
Physicians on retalner
Nurses on retainer

www numec com

1999 revenues

000" Client:
Total gross revenues $3'000'000 lents

Case management revenues $3,000,000
StaH Corporate/institutional employer dients 5
25 Covered lives/managed cases

6 Total cases managed
Employer clients

Total

Total case management employees
Certified Case Managers

Medical professionals 31
Physicians 1 Insurer/managed care clients

25 Workers compensation claims
5 Group health claims

Case management sennces. onsite case man-

Registered nurses
Licensed practical nurses

22 Insurer/managed care dlents
5 Womers compensation claims
17 Group health claims
Case management sennces- onsite case man- Total
10 agement, telephone case management, outcomes Comorate/instut,onal employerdients
130 measurement, specially referral review, Integrated Covered lives/managed cases
disability management, referrals to alternative set- Total cases managed
15 tings, written case reports
Health care services. group health care, chiro- Group health claims

abuse, workers compensation, short-term/long- to $1 45, per case, $100 to $500, per hour, $80 to

$125, flat fee
Branch Oflices Fresno and Sacramento, Cal,f

Officers- Lawrence Cappell, CEO, Robert Mack- hour

ler, executive vp, Lynn Patasini, director-utilization

Compensation per case, $250 to $500, per management

Contact Lynn Patasini

sion/URAC status. Case Managerrent Organization Parman Associates Inc.

2211 Lake Club Drive, Suite 105,

pract,c, physical therapy/rehabilitation, home health

85% Total medical professionals on retainer 143
95% Physicians on retainer
5% Clients

Utilization management services. utilization re-
View

Compensation. per employee per month, per

Resource Opportunities Inc.
4122 Innslake Dnve,
Glen Allen, Va 23060,
804-527-1100, fax 804-527-1509

American Accreditation HealthCare Commis-

sion/URAC status Health Utilization Management
Standards

Branch Oflices Irvine, Calif
Officers: Joseph Dnscoll, presidenVCEO, Ar- v retusa eom
Lo . . 1999 revenues
mand Monn, chief informat,on officer, Barbara Dai-

; Iv. CFO Total gross revenues $20,000000
Columbus, Ohio 43232, v - ) Case management revenues $20,000.000
614-575-9400, fax 614-575-9399 Contact. Enc Swain, director-national sales, 800- stan
253-4417, ext 7558, eswain@phcs com
199;\:’::::”12” com Total case management employees 305
) 175
Total gross revenues $3,600,000 PRO-West, A Professional M(;Z?zzdp:i:::.sli\iir:fers 228
Case management revenues $3,000,000 Review Organization Physicians 2
Stall 10700 Meridian Ave N, Suite 100, Registered nurses 220
Total case management employees 50 Seattle, Wash 98133-9075, Licensed practical nurses 2
Certmed Case Managers 30 206-364-9700, fax 206-368-2419 Total medical professionals on retainer 16
Medical professionals 9 www pro-west org Physicians on retainer 1
Registered nurses 6 1999,evenues Nurses on retalner 15
Licensed practical nurses 1 Total gross mvenues $14.000,000 Clients
Total medical professionals on retainer 100 Case management revenues $8,000,000 Total 590
Physicians on retainer 100 Stall Corporateinsutut,onal employer clients 110
Clients Total case management employees 17 Covered Inves/managed cases
Total 100 Certified Case Managers 12 Total cases managed 37,589
CorporateAnsbluttonal employer dients 30 Medical professionals 65 Employer dients 28%
$1,500,000 Covered lives/managed eases Physicians 6 Insurer/managed care clients 72%
$1,300,000 Total cases managed 30,000 Registered nurses 56 Workers compensation claims 91%
Employer clients 15% Licensed practical nurses 3 Group health claims 9%

Case management services. onsite case
143 management, telephone case management, pa-
tient education, online case reports, outcomes

60 measurement, disease management, specialty
60 referral review, integrated disability manage-
ment, referrals to alternative settings, demand

551 management, high-risk maternity manage-

100% ment, absence management, written case re-
100%

Employerclients

ports

Case management services onsite case man- Health care services- group health care, work-

10,000 care, psychiatric and substance abuse, workers agement, telephone case management, patient ed- ers compensation, pedlatnc care, short-term/long-
75% compensation, shortlerm/long-term disability, ucation, outcomes measurement, referrals to alter- term disability
25% skilled nursing facilities

native settings, written case reports Utilization management services. utilization re-

Utilization management services. utilization re- Health care services group health care, dental, view, demand management, disease management,

95% view, integrated disability management
Compensation per employee per month, per health care, psychiatric and substance abuse, ped,-

Total medical professionals on retainer 60

Physicians on retailer agement, telephone case management, pat,ented- case, per hour. $75, flatfee, percent of savings
Clients ucation, online case reports, outcomes measure- Branch Omces Cincinnati, Cleveland, Kent and
Total ment, disease management, specialty referral re- Toledo, Ohio

Covered lives/managed cases v,ew, integrated disabilgy manage-nent, referrals to

Total cases managed
Employer clients
Insurer/managed care clients

90% stance abuse referrals, high-nsk matemity man-
agement, wntten case reports
Workers compensation claims
Group health claims 50% practic, physical therapy/rehabilitation, prescnphon
Case management services. telephone case drugs, home health care, psychiatncand substance
management patlent education, outcomes mea- abuse, workers compensatlon pedlatrlc care,
surement, disease management, specialty referral shod-termlong-term disabilty, sklied nursing fa-

review, integrated disability management, referrals climes, organ transplants

Officers. Jamie Parman, president, Karl Shuster,

2,000 alternativesettings, outpatient psychiatncandsub- director-marketing, Chris Moranda, operations

Contact. questions@parmancom

So0/0 Health care services. group health care, chiro- Prism Health Networks

37 Central Ave,
Lancaster, N Y 14086,
716-681-1112, fax 716-685-6314

www pnsmnetwork com
1999 revenues

chiropractic, physical therapy/rehabilitation, home integrated disability management

Compensation: per hour, $58 to $115

atnc care, skilled nursing facilities, organ transplants Amencan Accreditation HealthCare Commis-
Ublization management services utilization re- sion/URAC status- Workers Compensation Ut,liza-

View tion Management Standards Branch Offices
Compensation per employee per month, per Branches m 23 locations throughout the U S

case, per hour, flat fee Officers. Richard Mastalar, CEO, Michael Leep,

American Accreditation HealthCare Commis- president, Gerald Osband, chief medical omcer
sion/URAC status: Case Management Organization Contact Jeff Odell, lodell@canusa com

O

Standards, Health Utilization Management Stan-
dards
Branch Offices Anchorage, Alaska, Boise, Idaho
Omcers Dr William McKee, chairman, John W
Daise, CEO, Dr Jonathan R Sugarman, corporate
medical director/prnncipal clinical coordinator

to alternative semngs, outpat,ent psychlatncand sub- Utilization management services. utilization re- Total gross revenues $5,500,000 Contact. Michael B Garrett, execimve director
stance abuse referrals, demand management, high- view, disease management, integrated disabday Case Inanagernent revenues $1,000,000 . Spectrum Review Services Inc.
risk matem,9 management written case reports management Staff Professional Case Management 3845 FM 1960 W, Suite 110,
Health care services. group health care, chiro- Compensation- per employee per month, $150 Total case management employees 20 Consultants Inc. Houston, Texas 77068,
practic, phys,cal therapy/rehabilitat,on, home health to $2 75, per case, $100 to $150, per hour $75 to Certified Case Managers 8 P © Box 940338, 800-258-5055, fax 281-444-2482
care, psychiatric and substance abuse, workers $150 CPercent of savings, 10% Physicians 8 Maitland, Fla 32794-0338, T SbeGirUrGview Gorm
compensation, pediatnc care, short-term/long-term fficers- Cathenne M Mullahy, president, Julia Clients 407-647-6347, fax 407-647-1395 P
disability, skilled nursing faalmes, organ transplants Graziano, director-serv,ces, Nancy Peters, director- Total 30 Www poemine com 1999 revenues
Utilization management services. utllization re- ublizat.on review Covered lwes/managed cases 1999 revenues Total gross revenues $1,034,586
view, demand management, disease management, Contact. Maglou Beeck execut,ve administrator Tou cases managed 100,000 Total gross revenues $910,000 Case management revenues $375,000
integrated disability management Insurer/managed care clients 100% Case management revenues $600000 Staft
Compensation- per employee per month, per Workers compensation claims 3% Stall Total case management employees 5
case, per hour, flat fee Group health claims 97% Total case management employees 33 Certmed Case Managers 1
Amencan Accreditation HealthCare Commis- Case management services. outcomes mea- Cermied Case Managers 20 Medical professionals °
sion/URAC status. Case Management Organization surement, disease management, wntten case re- Medical professionals 1 Registered nurses v
Standards, Health Utilization Management Stan- ports Registered nurses 1 Licensed practical nurses 2
dards, Workers Compensation Utilization Manage- PHA Review Health care services- chiropractic, physical Total medical professionals on retalner 29 Total medical professionals on retalner 175
ment Standards 1350 Old Bayshore Highway, therapy/rehabilitation, home health care, workers Physicians on retainer 1 Physicians on fe‘a'”e' 125
Officers. Constance Lambert, president, Dr Suite 560, compensation Nurses on retainer 28 Nurses on retainer 50
James Gerace, medical director, Karen M Beamer, Burlingame, Calif 94010, Utilization management sennces. utilization re- Clients we T Clielnts o
director-medical management _ _ _ ~ view Total ota
Contact Constance Lambert, 800-354-2464 199553,3::; 800, fax 650-375-5820 Compensation- per employee per month, per Corporate/institutonal employer dients 7 Corponte/insMutional employer clients 3
Nationwide Case Total gross revenues $2,000,000 _ Officers- Arthur Wingerter, CEO, Kevin Cichocki, f(::;::el::al::g:jge‘j coses 700 Tm;o(;/ae;zilxeas::::zged cases 5.355
. Case management revenues $850,000 president, Steve Zajac, secretary ) 0% i oo
Management Services Statt Contact- Art Wingerter, 716-681-1112, ext 220 Employer dlients . Employer clients . .
P O Box 6146, Certmed Case Managers awingerter @pnsmne‘wor'kcom ’ ’ Insurer/managed care clleﬁts 60% Insurer/managed care cheqts 10%
Laguna Niguel, Calif 92677, Medical professionals Workers comper.lsabon claims 90% Workers compens.atlon claims 3%
949-753-2757, fax 949-496-3667 Physicians 1 private Healthcare G(?UP health claims © convices' onit 10% Group health claims _ o7%
1999 revenues Registered nurses 3 Svstems Inc ase ft“E:”Iagehmen services’ onsite Cafe m?n-t g Case managemtent t§er:nc;es. t_eleph(T_ne
Total gross revenues $500,000 Total medical professionals on reta ner 2 ; 13:)0 o - agement, telephone case management, patient edu- case management, patient e ucallon,lon ine
Case management revenues $480,000 Phys,clans on retainer 1 : eaton, online case reports, outcomes measurement case reports, outcomes measurement, disease
Stall Nurses on retainer 1 Waltham, Mass 02451, disease management, spectalty referral review, Inte- management, specialty referral review, Inte-
Total case managementemployees 40 Clients 800-253-4417, fax 781-895-3477 grated disabilily management, refermistoalternative grated disability management, referrals to al-
230 Tou 18 www phcs com settings, o*atlent psychiatncand substance abuse ternative settings, outpatient psychiatric and

Certmed Case Managers
Registered nurses 2 Corporate/insmutional employer dients

Physicmns on retalner 1 Covered lives/managed cases

Clients Total cases managed
Total 15 Employer dients

Corporate/in*Itutional employer dients 15 Insurer/managed care clients 75%
Covered lives/managed cases Workers compensation dalms 1%
Total cases managed 275 Group health daims 99%

Employer clients
25% agement, telephone case management, patient ed-
95% ucation, speciany referral review, referrals to alter-

5% native settings, outpatient psychiatric and sub-

Insurer/managed care dients
Workers compensation dairns
Group health claims
Case management services- onsite case man- stance abuse referrals, high-risk matemiw man-
agement, telephone case management, pat,ent ed- agement, written case reports
ucation, outcomes measurement, disease manage- Health care services. group health care, chiro-

1,260 Case management revenues
25% Stall

75% Case management services. ons,te case man- Registered nurses

6 1999 revenues

Total gross revenues
$2,851,000

Total case management employees
Certlfied Case Managers
Physicians

Physicians on retainer 19
Clients

Total
Corporate/insmut,onal employer clients 5

Covered lives/managed cases

Totalcases managed

$117,248,000 management, wntten case reports

4 management

referrals, high-nsk matemity management, absence substance abuse referrals, demand manage-
ment, high-risk matemity management, writ-
Health care services. group health care, dental, ten case reports

chiropractic, physical therapy/rehabilitation, pre- Health care services- group health care, chiro-

27 scnption drugs, home health care, psychlatncand practic, physical therapy/rehabilltation, home health
3 substance abuse, workers compensation, pedlatic care, psych,atnc and substance abuse, workers
7 care, shorHerm/long-term disabil, skilled nurs-

75 ing facilities, organ transplants

compensation, pediatric care, short4errn/long-
temi disability, organ transplants

Utilization management services. utilization re-
view, disease management, integrated disability view, demand management, disease management,
integrated disabilily management
Compensabon per hour, $65 to $120, flat fee Compensation per employee per month, $1 50
Amencan Accreditation HealthCare Commis- to $2 50, per case, $60 to $70, per hour, $100

Utilization management sennces- utilization re-

5,639 sion/URAC status- Workers Compensation Utiliza-
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Continued from previous page

American Accreditation HealthCare Commis-
sion/URAC status Health Utilization Management
Standards

Officers Frank J Berrier Jr , chairman/presi-
denVCEO, Ernest C Munshower, COO, Nancy Ane-
celle, director

Contact Frank J Berner Jr

Strategic Health
Development Corp.
9315 N E Sixth Ave, Suite Al,
Miami Shores, Fla 33138,
800-874-2378, fax 305-751-1029

1999 revenues

Total gross revenues $5,000,000

Case management revenues

Officers Nigel Wallbank, pres,dent, Al
1(arniewicz, CEO

Utilization management sennces utilization re- slon/IIRAC status Health Utilization Manalement Standards
view, disease management, integrated disabugy Standards
Ollicers John D Wetmer, president/CEO, Dwight Spnngfield, Mass, Jackson (Rtdgeland), Mass

Contact Mary Vanek, vp-marketing/customer managemeni

service

@

(Total) Care Management
P O Box 5500,
Greenville, S C 29606,
800-638-6829, ext 853,
fax 864-233-5337

www hewittcoleman com

$3,000,000 1999 revenues

Branch Offices Atlanta, Hoffman Estates, 111,

Compensation- per hour $75 tj $90 percent of Mankin, senior vp-sales, Stephanie McVay, chief Officers Leonard D Schaeffer, chairman/CEO,

savings, 33%

OHilcers Charles R Wame, president, S Dianne
Matthews, director-managed care, Maureen Davis,
senior anaha.

Contact. S Dianne Matthews, dennerr@he-

wittcoleman:om

@

Valuecheck

counsel/secretary
Contact Dwight Mankin, ddm@mdcl com

WellPoint Health
Networks Inc.™
1 Wellpoint Way,
Thousand Oaks, Calif 91362,
805-557-6797,

Ryan Tnmble, vp-medical care management; Randy
Schwartz, vp-operations, medical care management

Contact Randy Schwartz, Andy schware@well-
point com, 714-8424909, ext 3312

*Subsidianes Indude Unicare Life & Health Insur-

ance Co and Blue Cross of California

e

Zenith Administrators Inc.
201 Queen Anne Ave N, Suite 100,

llpoint com
Total gross revenues $5,800,000 wWww wel
Staft 24 Case magna T mont rovenues $1.650.000 8625 King George, 1999 revenues Seattle, Wash 98109,
Total case management employees > ot g Dallas, Texas 75235, Total gross revenues $7,500,000,000 206-282-4100, fax 206-285-1701
Cettmed Case Managers Total | 1a 214-267-3370, fax 214-267-3380 Case management revenues NA 1999 revenues
Medical professionals 2 ;ta ::flasdecmana'\iement employees 6 www mdcl com Stall Total gross revenues $52,000,000
Registered nurses 24 ertrfied Case Managers 1999 revenues Total | 491 Case management revenues $525,000
Total dical fessi | tai 20 Medical professionals v O.a case mar]agemem employees
otal medical professiona’s on retainer ) ,  -otal gross revenues $300,000 Medicalp-ofessionals 751 Stal
Physicians on retainer 20 Registered nurses Case management revenues $100,000 Physicians 43 Total case management employees 12
Clients Total medical professionals on retainer 5 Stall
Total 250 Physicians on retainer 1 8 Registered nurses a8 Certmed Case Managers °
ota . N o Total case management employees Licensed practical nurses 260 Medical professionals 7
Covered lives/managed cases urses on retainer 4 physnans 1 Clients Registered nurses 7
Total cases managed 3,000 Clients Registered rurses 4 : . 30
Employer clients 50% TRW 120 Physicians cn retalner 1 TOCN tefinstitutional emol lient :g;?::;:::: Io‘:cf:f;:):f 's on retainer 30
Insurer/managed care dlents 50% Corporate/insmonal employer clients 105 Nurses or rittainer orpora é institutional employer clients Clionts
Workers compensabon dalms 80% Covered Inves/managed cases Clients Covered lives/managed cases -
Group health daims 20% Total cases managed 863 Total 30 Total cases managed 16,373 Toéal eniuto | ot .
. ) orpolateinstitutio lai employer clients
Case management services onsite case man- Employer clients 85% Con)orated4rsttut,onal employer clients 10 Case management services telephone case Covepred lives/managed Czseys
agement telephone case management. pabent edu Insurer/managed care clients 15% Covered lives/managed cases management, patient education, onlinecase eports, Total dg 2160
Ggabon outcgmes measuremegt dise.’a:e manage- Workers compensabon claims 503% Total cases managed 120 outcomes measurement, disease management, Ea Tases Tantage 100%
- o ) Group health claims 49 7% Employer d Bllls 50% specialty referral review, referrals to alternative set- mployer cllents )
ment, specially referral review, integrated disabuKy Insurer/manged care clients 50% Case management services telephone case

management, refertals to alternative semngs, outpa-
ttent psych,atnc and substance abuse referrals, high-
nsk matemiy management, wntten case reports

Parent Hewm, Coleman & Associates
Case management services onsite case man-
agemem, telephone case management, patient edu-

Health care sennces group health care, phys,- cabon, online case reports, outornes measirement
cal therapy/rehabilitation, prescnphon drugs, home disease management, special referral review, inte-
health care, psychiatric and substance abuse, grated disability management referrals to alternative
workers compensation, pediatric care, short- settings, outpatient psychiatnc and substance abuse
term/long-term disabality, skilled nursing facilmes, refertals, high-nsk matemity management, absence and substance abuse, slolled nursing facilmes, organ

organ transplants
Utilization management services utilization re-
view, integrated disabilKy management

per hour, $105

management wntten case repotts
Health care semices group health care, ohysical

Group heattll claims 100%
Case management semices telephone case
management referrals to alternative semngs, outpa-
tent psych aticand substance abise referrals writ-
tan case reputs
Health care services. group health care, physical

tierapy/rehabilitation, home health ca-e, psychiatnc

tansplants
Utilization management services utilization re-

therapy/rehabilitation, prescnption drugs, workers Liew
Compensation. per employee per month, $1 50, compensation, pediatnc care, short-term/long-term

disabilKy, organ tensplants

Compensation per hour, $95

tings, outpatient psychiatnc and substance abuse re-
ferrals, demand management, high-nsk m atemity
manage,rent wntten case reports

Health care services group health care chim-
practic, physical therapy/rehabil tation, homr health
care, psychiatric and substance abuse, pediatric
care, skilled nursing facilities, organ transplarts

Utilization management services. utilizailon re-
view, demand management, disease management

Compensation per employee per monh, per

case, per hour,at fee, percent of savings
American Accreditation HealthCare Commis-

American Accreditation HealthCare Commis- sion/URAC status Health Ublization Management

management, patient education, disease manage-
ment, referrals to alternative settings, high-nsk ma-
temdy management

Health care services group health care, physt-
cal therapy/rehabilitation, home health care, psy-
chiatric and substance abuse, skilled nursing facilt-
ties, organ transplants

Utilization management services utilization re-
view, disease management

Compensation per employee per month

Branch Omces San Francisco, Denver, Indi-
anapolls

Contact Tierney D Hogan

Prescriptions, health care costs on the rise

By MICHAEL PRINCE

creaseby Il 0% and point of service we'redefmitely goingdown,"he said course and 48% saidthey were con-
plans are expected to cost 9 6% more Mr Kaplan noted that the figures are sidenng such an option, the skirvey variance m projected cost increases

based on actual claims costs rather stated

Higher prescnption drug costs are m 2000 than in 1999

The Segal survey is based on sur- than prermums charged b>insurers,

care costs in 2000, two surveys report veying 49 insurers, third-party ad- which often have been higher
Employee and retrree health care ministrators, prescription benefit

expected to drive increases in health

The Segal survey also showed less

for different types of plans For 2000,

" Given the fact that the emp.oyee the largest cost difference among
contnbution share at companies gen- plans is the 8 9% increase for HMOs
Despite the varying figures, It'S erally stayed the same this year, and and 13 8% for traditional fee-for-ser-

plan costs are expected to Increase by managers and managed care organi- clear tha: health care costs win m- that employers expect large coat in- vice plans In 1998, however, the dif-
an average of 12% this year, accord- zations In addition, thesurvey looked crease sharply this year In fact, the creases to continue during the next ference was much larger with project-
ing to a survey conducted by Towers at data from more than 200 Segal Towers Femn survey predicts 2000 several years, these findings suggest ed mcreases for HMOs at 48% and
Pernn The projected increase for ac- chents to determine the actual in- will seette largest health care cost in- that cost-sharing wlll become an im- fee-for-service plans at 13 0%

tive employees only is somewhat low- creases for 1999

er, with an mcrease of 10% expected

"Moreover, most of the 228 employ- on responses from 228 employers ers than it cild then With tight labor

ers surveyed say they expect health about their own health care costs

creases since 1993 And the impact portant issue for many compames,
The Towers Pemn survey is based WIII now iall more heavily on employ- the survey states

The next most popular strategy strong demand for services by en-
markets,.t's becoming more difficult adopted was to mtroduce carve-ou: rollees and pressure from sharehold-

Beyond soaring pharmacy prices,
the Towers Pemn survey notes that

care cost increases to continue for the Despite the steep mcreases, the foremploiers to pass on higher health programs Forty-four percent of em- ers in health care companies to m-

next several years at roughly the same 1999 actual merease for prescription care costs to their employees, the ployers have done this in the past two crease profits are other factors push-
rapid pace," Towers Pemn states drug costs was lower than forecast Towers Pemn survey states years and 34% anticipate ado-ting Ing up health care costs

A maijor factor m the increase is the For 1999, the Segal survey project- Employers, however, are not pas- this measure m the future, the survey
enormous rise in prescription drug ed retail drug costs toriseby 16 6%, sively absorbing higher health care states Other popular strategies m- Freecoples ofthe 2000 Towers Per-
costs while they actually rose by 14 2% In costs Themost common strategy they clude changmg the employee ccntri- nn Health Care Cost Survey are

Prescription drugs costs are expect- addition, the actual Increase for 1999 employ is to change the plan design bution, done by 37% of empl©yers available by calting the company at
ed to nse by 18 1% for retail sales in was lower than the 16 8% increase and cost-shanng with employees, surveyed, consohdatmg health plan 800-525-6741 The 2000 Segat Health
2000, according to a separate survey expenenced m 1998, posmbly indicat- Towers Pemn reported In the past options, 34%, and mtroducing a Web- Plan Cost Trend Survey can be ob-
by The Segal Co This compares with ingthat the surge inprescriptiondrug two years, 57% of employers sur- based enrollment or communication tained through the company's web
an actual 14 2% increase m drug costs costs has crested, Segal reported veyed indicated they pursued this tool, 31%
in 1999, which Includes both retail "This peak may be the result of
and mall order sales, Segal reported greater use of PBMs' cost manage-

Health care claims costs m 2000 are ment controls, managed care orgam-
expected to Increase between 89% zations' mvolvement with prescribrng
for health maintenance organizations physicians, and plan sponsor plan
and 13 8% for traditional fee-for-ser- modifications," the szirvey states
vice plans, the Segal survey shows In The survey also showed that actual
addition, costs for preferred provider medical claims costs rose m 1999 at a
organizations are expected to in- lower rate than m 1998 For example,
m 1999, HMO claims' costs rose 5 6%
m 1999, compared with 6 2% m 1998
Similarly, PPO claim costs rose 6 5%
m 1999 vs 8 5% m 1998

site at www segatco com

66e 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

Drug cost increases

Prescription drug trend for
active employees and retirees
under age 65

prevention, risk financing and benefit management every week.
These figures, however, vary sub-

stantially from those m the Towers

181% Pemn survey That survey found that

16.5% costs forallhealthplanscombmed m-
creased 7% in 1999, up from 4% in
1998

To subscribe, use the card in this issue
or Call 1 (888) 446-1422 Toll-Free.

168%
// 142%
Ask about our
A recent survey by Willham M Mer-
cer Inc of 3,166 employers found that

total health care costs for active em-

/87/9/Ki ployees in 1999 climbed 73%, up

Subscription Rates in U.S. Dollars ocougness
Insurence

Subscription Dept

special 20%-off

L for | year, 52 Issues.
group subscription

rate for five or more USA $89

- i 9265 E Jeff
from 6 2% m 1998 (B, Dec 20, 1999) subscriptions A canaaanmexico $108 etersen
. The Segal survey hgures "definitely great way to save All other countries Detroit, M|l 48207
1997 1998- 1999 2000 i i $200
contradict what everyone else is say- money And avoid by expedited air Outside the USA

* Cost increases for 2000 are projected,

* Price includes Canadian GST
1997-1999 are actual

ing," acknowledged Ed Kaplan a vp
with Segal in New York "Our data

Amapwir Ry uil Aamv#v says that we turned a corner and

pass-along problems Call (313) 446-0450

Source The Segal Co



Global Briefs

Tony Baker is leaving the Assn. of
British Insurers at the end of February
after 29 years. Mr. Baker, the ABI's
deputy director general, said he is leaving
to seek a new challenge. His successor
has not yet been named. . . .A consortium
of the London Financial Futures & Op-
tions Exchange, Intelligent Financial So-
lutions and WIRE Ltd. has launched a
Web-based marketplace for weather
derivatives. I-WeX.com offers over-the-
counter trade in instruments to allow
companies to hedge against the impact of
weather on their businesses. . . .Zurich
Commercial, part of Zurich Financial
Services Group, has teamed up with Cog-
nos, a vendor of enterprise business intel-
ligence solutions, to design financial
packages tailored to individual cus-
tomers' needs. Andy Stephens, manage-
ment information manager at Zurich
Commercial, said the company can now
more clearly determine client profiles
and needs and build customer-specific
products... .Lincoln Re, a unit of Lincoln
National Corp. of Fort Wayne, Ind., and
Kyoei Life Insurance Co. of Tokyo have
formed a joint venture, Kyoei Lincoln
Reinsurance Services Co., scheduled to
start operations in Tokyo on March 1.
Ninety percent of the initial capital of 10
million yen ($94,920) for the new consult-
ing company is being provided by Lin-
coln National. . . .French reinsurer SCOR
S.A. has installed a new management
team for its large industrial risks. Renaud
de Pressigny, formerly deputy general
manager of large corporate accounts with
Aon Group Inc., has been named general
manager. Victor Peignet, previously the
manager of SCOR's energy unit, was
named deputy general manager for large
risks. . . .Moody's Investors Service Inc.
has issued a report on Nordic non-life in-
surers, saying they still warrant a stable
rating outlook and the "A" rating award-
ed to most of them. The credit rating
agency said Nordic insurers have "good
franchises, stable and strong market
shares and positive cash flows." Moody's
also noted that the competitive position
regionally of Nordic insurers could be
strengthened over the long term by the
creation of larger players through merg-
ers, as has been happening....A.M. Best
Co. has downgraded Reinsurance Aus-
tralia Corp. of Sydney and its subsidiary
Monegasque de Reassurances of Monaco
to B++ from A- and placed the ratings
under review for a possible downgrade.
The action follows the group's recent
forecast of a significant loss for the year
stemming from a number of catastrophes,
including European storms this winter.
Best said the insurer had a disproportion-
ate share of these losses, leading to a se-
vere contraction of its capital base-...
Lloyd's of London has elected four new
members to its governing council. Gra-
ham McKean, chairman of Ballantyne,
McKean & Sullivan, and Paul Archard,
managing director of PXRE Managing
Agency Ltd., were elected to three-year
terms as working members of Lloyd's.
Peter Morgan and Bill Loschert were
elected to three-year terms as external, or
non-working, members.... French credit
insurer Groupe Coface has expanded its
U.K. interests beyond trade credit insur-
ance and into the provision of integrated
credit management solutions. The expan-
sion resulted when Coface LBF, the in-
surer's U.K. unit, acquired Cimeo Ltd.
and its sister company, The Creditors
Group Ltd. Cimco and The Creditors
Group are credit insurance management
and receivables management companies.

Quincy Mutual Fire Insurance Co. of
Quincy, Mass., has launched a U.K. un-
derwriting operation with the opening of
a branch office in London. John War-
wick, senior underwriter and general
manager in London, said the unit will un-
derwrite a short-tail non-marine reinsur-

ance account.
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Spill prompts safety focus

By EDWIN UNSWORTH

LONDON-International shipping regulators are calling
for a tougher stance on maritime safety following the
breakup last month of an oil tanker off France.

A visit by French President Jacques Chirac last week to
Brittany, where the tanker broke apart, highlighted the se-
riousness of the economic and ecological damage caused by
France's worst offshore oil spill since 1978.

The Dec. 12 accident involving the 24-year-old tanker
Erika is raising questions in many quarters about the ves-
sel's safety and who is responsible for the spill.

About 10,000 metric tons of oil, approximately one-third
of the Maltese-registered tanker's cargo, washed ashore in
an area reliant on tourism and fishing. Erika had been
chartered by French oil company Totalfina to carry oil
from Dunkirk, France, to Livorno, Italy (BIl, Dec. 20, 1999).

Totalfina Chairman Thierry Desmarest has insisted that
the tanker's owner, Tavere Shipping Co. of Malta, is re-
sponsible for the pollution. A member of the family that
owns Tavere, however, has maintained in the press that the
tanker was well-maintained and managed.

Following an outcry from the French public and govern-
ment, Totalfina pledged to finance the removal of the re-
maining fuel oil in the tanker's wreckage and create a 40
million franc ($6.2 million) fund to assist onshore cleanup.

Totalfina said its contribution will free up insurance cov-
erage to indemnify those with economic losses.

See Spill on next page

PHOTO: AFF

Workers in northwestern France clean up oil following one of the country's
worst tanker accidents. The Dec. 12,1999, spill has spurred the internation.

al shipping community to propose stricter regulations on tanker safety.

Code lowering claims: Study

By EDWIN UNSWORTH

GOTHENBURG, Sweden-
Implementation of the Interna-
tional Safety Management Code
has led to "significant” im-
provement in the claims experi-
ence of ships that have had to
meet its requirements, com-
pared with ships that do not
follow the new standards, ac-
cording to The Swedish Club.

An analysis by the club, a ma-
jor protection and indemnity

and hull insurance mutual for

shipowners, shows that over a
four-year period ending June
30, 1999, vessels that have had
to comply with the ISM code
had virtually no increase in P&l
and hull claims, while ships not
yvet required to comply had a
30% increase in claims inci-

dence.

On July 1, 1998, the ISM Code
took effect for passenger and
merchant ships of 500 gross
tons or more. Beginning July 1,

2002, it will apply to smaller

vessels as well.

INn contrast to other interna-
tional regulations, which set
standards for the safe construe-
tion and maintenance of ships,
the ISM Code was designed to
set standards for safe ship man-
agement. It was devised by the
International Maritime Organi-
zation, the London-based ship-
ping arm of the United Nations.

To meet ISM standards, a

ship must earn a Document of

Compliance, certifying that the
ship owner's shore-based man-
agement systems meet ISM
standards, and a Safety Man-
agement Certificate, issued to
each individual vessel following
a successful audit of its ship-

board management system.
Martin Hernqvist, loss pre-
vention officer of The Swedish
Club in Gothenburg, said the
study offers a clear message:
"Vigorous application of the
See Code on next page

Large settlements in two U.K. suits

Stress claims spur litigation

By CAROLYN ALDRED

LONDON-A pair of record compensa-
tion settlements in past weeks are among
the most recent indicators that stress has
become a significant organizational risk.

Earlier this month. two local authori-
ties and their insurers settled two indi-
vidual claims of £200,000 ($327,540) each,
the largest stress claims settled so far in
the United Kingdom.

On Jan. 10, the Worcestershire County
Council agreed to pay a settlement of
£203,000 ($332,450) to a former employee
forced to retire from his job in 1997 at the
age of 39, due to ill health caused by
stress. The next day, Test Valley Borough
Council, in Hampshire County, and its in-

surance company, Zurich Municipal,
agreed to pay damages of £200,000 to a
former employee who claimed to have
had a "nervous breakdown" caused by
stress at work.

Risk managers have also identified
stress as the fastest-growing risk compa-
nies face, according to a new survey con-
ducted by the Assn. of Insurance & Risk
Managers (see related story).

And stress is also recognized as a "sig-
nificant issue” by local authority risk
managers, according to a spokesman
from the Assn. of Local Authority Risk
managers.

"One way of alleviating this concern,
which many ALARM members will be
undertaking, is a review of the human re-

sources risk management program within
an authority. This assessment will high-
light the organization's level of control of
the risks relating to employment, some of
which, ultimately, could lead to stress-re-
lated claims against the employer, and
enable any appropriate improvements to
be made to prevent the risk arising or in-
creasing in the future. Key to this issue is
early preventative action and a human
resource risk management system which
is sensitive to employee's abilities and
needs," according to a written ALARM
statement prepared for Business Insur-
Stress is fast becoming the most com-
mon risk in any organization, according
See Stress on next page

Survey forecasts U.K. risk outlook

Risk managers call stress, e-commerce among areas to watch

By CAROLYN ALDRED

Stress will be the fastest-growing risk
organizations face in the 21st century,
according to a survey of U.K. risk man-
agers.

Eighty-eight percent of risk managers
who responded to the survey predict that
stress will increase as a risk factor for
their organizations in the future. E-com-
merce risks came in a close second, cited
by 80%, followed by: mergers and acqui-
sitions, 66%; litigation, 65%; and loss of
reputation, 64%.

But risk managers judged loss of repu-
tation to be the most important of those
risk for organizations and cited geneti-
cally modified organisms as the most im-
portant risk faced by society as a whole.

The AIRMIC 2000 survey was conduct-
ed in late December and early January
using fax and e-mail responses. The re-
sults are based on responses from more
than 50 risk managers operating within a
representative sample of the U.K. risk
management sector from fields such as
manufacturing, retailing, finance, com-
munications, utilities, travel, health,

publishing, leisure, local municipalities,
charities and education, according to
AIRMIC.

Terrorism is the only risk that most
risk managers predict will become less of
a threat to their organizations.

The survey also asked AIRMIC mem-
bers to grade 24 risks separately accord-
ing to their importance to society and to
their organization. Respondents were
asked to predict if the risks would in-
crease or decrease in the coming year.
Emerging risks were established based

See Risks on next page
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= zation, the London-based shipping C d annual basis for the four years to the important finding is that while
S p I I I unit of the United Nations, to be O e June 30, 1999, companng the the number of claims for Phase 1
strengthenec and for countries to claims experience of those vesse.s vessels has hardly changed, claim
Continued *om previous page have more pcwers to prevent unsafe Continued from prencus page currently subject to the ISM Cod- numbers rose by 30% for Phase 2
The French government itself has vessels from using their ports ISM Code can significantly reduce Phase 1 vessels-against those not vessels
pledged assistance of 4 billion - The London-based Internation- claims exposure " yet required to be in compliance, What particularly supports the
francs ($618 milhon) for losses from al Assn of C-assifization Societies, Mr Hernqvist said that, while it view that the ISM Code is responsi-
the oil spill and severe storms that which represents the leadmg groups IS difficult to tell how much of the ble for this difference, he said, is
battered the country late last responsible for assessing the sea- improvement shown in the study \While the number of that it is only in the final two years
month worthiness of ships, said it will not resulted directly from the ISM of the study that there was a
Insurance and other compensa- hesitate to expel members found Code, 'it is clear that those who claims for Phase 1 marked difference between the
tion is available to third parties falling to do their lob properly have adopted the ISM Code and  yggsels had hardly number of claims involving Phase 1
who have suffered pollution dam- | + The Eurcpean Commission said implemented modern safety man- . vessels and Phase 2 vessels-a time
age from the spill About $11 7 mil- early this menth that it may intro- agement systems have been able to Changed, ClaimS rOSe by frame that coincides with the perl-
lion is available from the shipown- duce tougher maritime regulations keep the number of claims down" 30% for Phase 2 vessels. od when owners of Phase 1 ships
er's hability msurer, the Steamship Georgette Lalls, E C maritime pol- He added that the significance of began takmg steps to comply with
Mutual Protection & Indemnity ley director said the measures code comphance is suggested by the the code
Club Above this, compensation of could include tougher scrutiny of preliminary findings of a club sur- Mr Hemqvist said the Swedish
around $173 million is available vessel seaworthiness and larger vey regarding the standards The the Phase 2 vessels Club plans to continue monitoring
from the International 011 Pollution compensation funds survey revealed that many mem- Mr Hernqvist explained that, the situation, but it expects the gap
Compensation Fund Ltd, a Lon- She criticized classification soci- bers have seen a positive change in due to a lowering of the deductible between claims trends for the two

don-based fund to which shipown- eties, warning that European class their incident rate since implemen- in most policies during the perioc vessel groups to narrow as ships in

ers contnbute to provide compensa- rules might need to be tightened tation and that they view ISM as a examined, the actual number of the second category improve their

tion for 011 spills Ms Lahs has asked the Itahan gov- possible factor claims reported to the club over ship management procedures m
Earlier this month, Steamship ernment to Icok into the classifica- The Swedish Club's analysis cov- that period remained fairly con- preparation for the July 2002 dead-

Mutual and the IOPCF set up a tion, or seaworthiness, certificate ers ships' claims experience on an stant Nevertheless, he explained line for ISM Code comphance

joint claims office near the scene of given to the Erlka by Itahan ship

the spill To date, a small number of classification society, Registro Ital-

claims has been filed iano Navale S union that represents employees UNISON "They know that if they

Meanwhile, the incident has Ship classification societies are t reSS who work in pubhc authorities and carry out risk assessments and take
drawn attention to numerous is- responsible for inspecting ships on local municipalities, represented complaints about difficult work
sues behalf of owners, governments and Continued from previous page Randy Ingram, a former warden at situations seriously and give them

* Crew training Within a week insurers The leading classification to the ALARM statement The a transient trailer park, in his fight proper backup, these problems can
of Erika's accident, the tanker's societies, including RINA, belong to statement also says that stress often for compensation be avoided UNISON would prefer
master, Krun Mathur, was charged IACS goes undetected and unmanaged Accordmg to UNISON, problems never to take another stress case,
with putting life in danger and Alfons Gulmer, secretary general "Stress is not always easy to rec- began when the responsibility for but when we come up against bad
causing marine pollution of the European Community ognize, diagnose and treat,” said running the caravan sites was employers who are damaging our

* French Transport Minister Shipowners' Assn, said further m- ALARM's chief executive officer, transferred from the district coun- members' health, we will continue
Jean-Claude Gayssot called on 011 vestigation irto the spill is needed, Liz Taylor "But it is essential that cil to the county council, leading to to pursue them for damages
and chemical companies to tighten but he welcomed Ms Lahs' request early preventative action is taken "a loss of authority on the sites ' through the courts,” Mr Prentis
controls over their shipping opera- for a report on the Erika's seawor- and an HR risk management strat- and "a lack of support" said
tions immediately thiness egy implemented which is sensitive Site residents soon recognized It was UNISON that, in 1994,

* French Environment Minister Robin Bracley, IACS permanent to employee's abilities and needs, the warden's lack of power and took on the first such case, involv-
Dominique Voynet called for secretary, said he "would not hesi- as well as meeting the demands of took advantage of the situation, ac- 1ng social worker John Walker In

tighter international controls on tate" to take action against RINA if the bus-ness " cording to UNISON Mr Ingram that case, the High Court m Lon-
shipping compames She called for It was proved to be negligent in According to ALARM, essential don ruled that the stress that Mr
the International Maritime Organi- classifying the Enka 1 components in an HR risk manage- Walker suffered was caused by his
ment strategy Include 'StreSS |S nOt aIWayS eaSy employer, the Northumberland

* Pre-employment health checks County Council The council settled

to ensure existing medical prob- to recognize, diagnose out of court for an estimated

PrOd u CtS & Se rVi CA G u id e lems are identified, and treat,' says ALARM's £150,000 ($234,750)

« Regular reviews of competency, ) ) ) The day after the Worcestershire
chief executive officer

followed by training, where re- County Council case was settled,

. . quired, H Test VValley Borough Council and
’<, TO place VOUt ad, ContaCt h1 15 A||'|eSh| < Adequate systems of promotion Liz Taylor. its insurer, Munich Municipal,
Phone: (312) 649-5340 Fax: (312) 649-7937 and advancement, agreed to pay Rodenck Keith
« High-quallty supervision, McLeod £200,000 in a settlement
E-Mail: iamleshi@craintcom - A management culture that was the third warden on the s te to reached shortly before the compen-
recognizes performance suffer from stress-related iliness, sation case was about to be heard
« A clearly understood reward according to UNISON, which not- in London's High Court
structure, and ed that an internal inquiry con- "The settlement reached was at a
® IlA and CIC Evaluate each rr.anaged c. e arrangement to . o L ) ) A L )
CPCU assess Itabl114 exposure totect provider - Effective anti-discrimination ducted in 1998 by the council eriti- figure substantially less than the
candidates organizatiois in an ewlving market pollcies cized the way sites were teing amount claimed and was recom-
you,leam momfelS>Niu The Burnham ValueConserv, Inc. According to ALARM, organiza- managed mended by the council's insurers,”
/fL)]s;eLn(éltl?l?\lfxgg;xA/l\sF;/C?;Il%:l\lﬂMM-Aiﬁ' Call {212)70-8580 tions should tackle stress by Since then, "Worcester,hire according to a statement issued by
ARe* A.FS# AS[-1 TR -al«94'=Gusanteed Liability Coverage Design; - Removing the causes of stress County Council has improved pro- Test Valley
Call 1*81[URN * ow! Risk Reduction; Loss Mitigation; by, for example, reviewing re- cedures by giving (transient) haison Mr MeLeod left his Job with the

Defense/Settlement Strategies... sources and implementing better staff more support,” said Chris council in 1994 due to stress-in-

work practices, improving commu- Carter, head of planning at the duced mental illness caused, he

. . nications and offering oetter sup- council claimed, by being bulhed by his

SOftware SOIUtlonS fO BENIL-ir ADMINISIRAION port and greater participation by Most of the settlement wi_1 be manager An earlier industrial tri-

employees m decision-making, covered by insurance, said a coun- bunal dismissed his claim of unfair

GBAS Components For over 20 yearg SHPA Systems - Managing stress, wnich in- cil spokesman, who added that the dismissal, ruling that the council

Automated Claims Administration has been pro‘a‘_’mg quahty volves equipping individuals to council's insurer did not wish -O be had acted properly m retiring Mr
Cl.aif’n'z.& Encounter Proce§sing ::)rﬂ-\[ff':z aﬁ&lg;:satﬁggzlustlec:fns cope with the problem and chang- named MelLeod due to 111 health

Eligibility & I\/.Ierr.1ber Serv,lces administ:ered Co;poratio’ns and ing working practices to minimize UNISON, which is pursuing oth- "Prior to joining Test VValley Bor-

Agen't/Commlsswn Tracking insurance companies. Call us the nsk, and er stress compensation cases ough, Mr MelL eod had suffered a

Provider & Network Management today for more information on - Providing occupational health against local authorities, adnitted psychological iliness whilst in the

Customer Service/Call Tracking how our solutions can improve

- . thera , counseling and rehabilita- that Mr Ingram's case was one of employment of another local au-

Internet Eligibility/Claims your benefit administration . Py R i 9 . 9 i . p. Y .

EDI/Electronic Commerce Module omce tion services, in recognition of the the most extreme cases with which thority, and this may have made
fact that there will always be indi- the union has had to deal him more vulnerable to stress
viduals who develop stress-related "Good employers have nothing to whilst in the employment of the

Call 1-800-444-1189 iciday —-:

0, I'p..10,0 .cb O,/c at fear from cases like these," said council,"” said the council state-

> *bp/1 com — Z — )) p ro b I e mISON the public service Dave Prentis, deputy secretary of ment ial

Pub"shing February 7 in R i S ks and political decisions indicate a growing need for a risk

Risk managers were also asked management focus on specific ar-

B u Si n eSS I n S u ra n Ce® to predict the most important eas For organizations, in areas
Continued from prevtobs page risks that society as a whole will such as reputation, IT and litiga-

on their level of importance and face and if they would increase or tion, for society, in areas such as

expected rate of increase decrease climate change, environmental

For organizations, loss of repu- Genetically modified organ sms pollution and GMOs," said AIR-

tation seems to be the most worry- received the highest rating, fol- MIC Chairman Mark Butter-
SANTri Hlimim, rim[Milnniri:NFill[IRinf.n,rTRimi['lia:!Tr.7-71. ing of the increasing risks for risk lowed by e-commerce, stress and worth

d managers, topping both lists with pollutionmn, I'T Mmalfunction and ex- "Above all, the survey under-
an 80% rating, followed by risks treme weather lines the all-important need of
related to e-commerce, mergers "Our survey provides a fresh in- 21st century companies to under-

and acquiisitions, litigation and sight into the changing face of pin their activities with a fully in-

Call Now To Reserve Your Ad Space! - ) )
stress, information technology modern risk Stress and e-com- tegrated corporate governance
(31 2) 649 - 5340 malfunction, extreme weather, I'T merce appear to be issues of gen- system,” Mr Butterworth ob-

external sabotage, internal fraud eral concern, but the results also served 1a]



Business Insurance, January 24,2000 / 25

I: m dent and CEO of the reinsurer m New as an alternative to agency distribu- E d t

O ru York tion, but rather as a means of boost- u ro p e rea y O g rOW,
Such efforts to define more accu- ing its agents' abilities, Mr Gowdy

Continued from page 2 rately a company's capital needs, said

tle new capital entenng the Industry however, are not always recognized, ACE uses multiple distribution C h a n g e : C h a I rm a n

via the stock market, Mr Kramer he said ) . channels, but it is not necessanly sold ) )
said "In the US, the rating agencies on the power of the Internet, noted NEW YORK-Despite tremen- strengthen the continent's role m

"l think you have to be careful don't ask if a company is using its Mr Kramer ~ dous changes and currently weak global markets _
lookmg at snapshots in time," said capital wisely, but just how much it "Because no one wants to buy in- growth, the prospects for the Euro- From the European perspective,
Edward M Liddy, chairman, presi- has m relation to others," Mr Karter surance, Fasswe marketmg models pean property/casualty insurance there is plenty of growth potential
dent and chief executive officer of said "This penaltzes some companies hke the Internet really haven't taken industry remain bright, a German in insurance, the Allianz chairman
Allstate Corp in Northbrook, Il The by requinng them to have excess cap- off | have yet to see the ‘killer app' for insurer executive says "The weakness of social securit
P/C Industry may appear to have ex- ital, ' relative to their actual needs, he insuAanc h? %aid Ve are in the midst of a process W i ' unty
cess capital now, but one can't as- said nother Industry trend the pan- of tremendous change The '90s systems worldwide clearly favors
sume that wnll always be so, he said The panehsts also discussed the po- ehsts discussed was globahzation changed our Industry more than growth," he said )

Mr Levm asked how the panehsts tential for new distnbution ¢hannels . Bemg global helps balance portfo- any preceding decade,” said Hen- On the property/casualty side,
measure their capital "Folks want more choices," said hos, balance cat exposures and helps ning Schulte-Noelle, chairman of growth has stagnated in the United

ACE's Mr Kramer said that nsk- Mr Liddy of Allstate In addition to meet customers' global needs," said Alhanz A G Holdmg of Mumch _ Sit?ttei " E_;‘rho"e' b‘:t :\:rt
based capital guidelines used by reg- its agency system, Allstate may use Mr Karter of SCOR US, whose par- ne orthe more'dramatic events schufte-Noelle said he expects tha
ulators are a step in the right direc- the Internet and call centers, he said ent is based in Pans for European companies was the to change
tion, but more should be done to con- "Prospects are brighter if you give "It's Important to be where chents' launch of the the single European The need for property/casualty
sider the degree to which capital is at customers more ways to reach you," needs are," he said, adding that com- currency, the euro, said Mr products will not disappear," he
risk Using such tools as dynamic fi- he said panies must also be prepared to meet Schulte-Noelle’during a speech at said ) )
nancial analysis, ACE stnves to de- At the same time, Mr Laddy added, diffenng needs m diferent markets ~ the Property/Casualty Insurance ~ European insurers also are realiz-
termine appropriate_pncing and cap- "I don't think the era of single distri- CGU's Mr Gowdy agreed "While Joint Industry Forum, held Jan 11- ing that deregulation brings not
itallevels, he said Such mformation bution is over, but there are more many of us talk about globalization in 12 in New York and co-sponsored only the freedom to cut prices, but
allows the company to deterrmne a growth opportunities with multiple terms of serving multinationals, most by nine industry trade associations also to raise prices if needed, he

msk-adjusted return on individual distnbution” of our mternational business is very © euro’s introduction has cre- said .
nsks, he said There may be a danger to some local," he said ated larger and more liquid securi- Although the Industry's capital

We use the same tools of dynamic companies, though, in creating too This point was brought home by a ties, has made comparison of prices abundance does not portend strong
financial modelmg to examine possi- many distribution channels, said Mr mutual insurer executive serving on easier, %re,atly reduced cyrrency ex- rowth at this time, "there are more
ble demands on capital from multiple Gowdy of CGU the panel change riskand has broken down services and products we can dellv-
events," said Robert C Gowdy, presi- "In any distribution channel, you "T'here's stlll a mche for small com- national barners, Mr Schulte- er to our custgmers," Mr Schulte-

’ N . . . . . N 1 id ™ th II'b I-

dent and CEO of CGU Corp in have tobevery goodiowinbusiness," panies, 'said Douglas G Ryder, pres- Noglle said oS e saIe mrowinh v e 2 res
Boston ) he said By trymg to work with too ident and CEO of Holyoke Mutual In- “EUrope Iis moving to a more uni- |ty. 'f msurers fully realize their po-

SCOR U S Corp also tries to set a many channels, "you run the rtsk of surance Co of Holyoke, Mass "l don't fied political, social and legal envi- sition as problem solvers for their
rate of return in pricing the risks it dilutmg your strengths," he said worry about the globe, but what hap- ronment," he said "The emergence customers By Paul D Winston
assumes, said Jerome Karter, presi- CGU is Iooking at the Internet not pens 30 miles from home" Cll of a truly European market will Y

P/C execs surveyed Medicare leads health reforms

NEW YORK-Insurer execu- would not increase
tives predict reduced profits, more The Internet will pose a major

consolidation, and new ventures challenge to traditional proper- HHS Secretary reVieWS aChievementS’ goals Of program

involving the Internet and bank- ty/casualty distribution systems

ing in the months ahead, an infor- over the next five years, according NEW YORK-The Medicare sys- growth of ellgible people from sav- measures, she said )
mal survey found to 69% of respondents, while the ~ temis at the forefront of efforts to mgs alone " _ .Med'ca' records pnvacy legisla-

The survey, taken at the Proper- rest said It would have a minor bring needed change to the health The program also hopes to ex- tion is.als@ supported by fhe ad-
ty/Casualty Insurance Joint In- impact In addition, 64% of re- cafe system, according to the Clin- pand its benefits, she noted rinistration, Though the'HHS cur-
dustry Forum, held Jan 11-12 in spondents said their company ton administration official who We need to' mtroduce a pharma- rently is dra]‘tlng such §tandards
New York, asked attendees about would be using the Internet as a heads that program ceutical benefit more analo?ous to for electronic records in the ab-
a variety of issues facing proper- distribution channel by year end Medicare's reach has Included what the private sector has," Ms sence of congressional action (BI,
ty/casualty insurers Passage of financial services efforts to ]mprOVe health care effi- Shalala.said o Der 20, 1_999)

Seventy-nine percent of respon- modernization legislation w111 also clency, eliminate waste and fraud Medicare won't pick up all the IV's easier to get access (o some-
dents expect the Industry's com- yield changes for insurers, respon- and improve quality, said Donna E costs but could share some of the one's medical records than it is to
bined ratio to worsen in 2000 dents predicted All respondents Shalala, secretary of the U S De- expense with seniors who want to see their Blockbuster rental record,
compared to 1999, while 21% do expect more strategic and market- partment of Health and Human purchase this prescription drug she said, citing a fedgral law that
not ing alliances between banks and Services m Washmgton benefit S clamped d wh on disclosure o

Viewed by line, only one, work- property/casualty insurers, the The Medicare system has cut er- Health care legislation before ndeo rental histories gfter former
ers compensation, attracted a ma- survey found Only 39% expect rors m its payment system to the Congress is supported by the HHS Supreme Court nominee Robert
lority-51%-who expect im- mergers and acquisitions between pomt where such errors are below secretary = = Borkcs viewing habits were dis-
provement in profitability, with the industries, though, with 61 % those of the pnvate health care sec- The patients' bill of rights unll closed amid mtense media scrutmy
the remainder saying profitability saying such deals are not likel tor, she said Also, cost increases for improve health care services and No federal law currently would
will not improve For other com- 1he J0|nt?ncfustryr]90rum¥8 the federal program are less than doctor/patient relationships, Ms prevent mrmlar release of a dperson's
mercial property/casualty lines as lointly sponsored by the Alliance those of the pnvate sector, she Shalala contends medical history, she note
a whole, 45% predicted increased of American Insurers, American added dunng an address before the It would achieve this by settmg Property/casualty msurers may
profitability, while 55% predicted Institute for Chartered Proper- Property/Casualty Insurance Jomt basic, straightforward rules for or- feel the impact of rules that HHS
no improverment ty/Casualty Underwriters, Ameri- Industry Forum, held Jan 11-12 in ganized care, without adding to drafts, though those rules will not

Consolidation was predicted to can Insurance Assn , Insurance In- New York and co-sponsored by cost, she contends directly apply to workers comp and
increase by 90% of survey respon- formation Institute, Insurance nine Industry trade associallons | beheve managed care has automobile medical records, she
dents, while only 10% said It Services Office Inc, National "We've also taken steps to elimi- enormous potential for improving sald ) )

Assn of Independent Insurers, nate fraud and waste that have quahty, but we have to move away We have struggled with the is-
National Assn of Mutual Insur- made lasting changes," she said from managed cost to managed sutta_ of workers cc_)mp:hAt the _S'T\me
i i This effort also "has put some peo- care," she said ime, we recognize the special cir-
ADVERTISER zr;cnipionss’a’:2zﬂzaslu?::::|;22 ple m jail," she addedp P Since government spending ac- cumstances m workers comp and
Reinsurance Assn of Amenca Despite savings achieved to date, counts for 40% of all health care, that the employer and Insurer have
For more information about the administration wlll seek more Medicare must play a role m push- a legitimate interest in workers
I N D E X next year's Joint forum, to be held money from Congress for Medi- ing for improvement m quality and comp information," she said
Jan 9-10, 2001, contact the Il at care, she said "We can't cover the in helping identify appropriate -By Paut D Winston
212-669-9203, www iii org 1
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- IRS removes 401 (k) safe harbor restrictions

Buck Consultants Inc a WASHINGTON-New Internal Revenue 401 (k) safe harbor plan have deferred $2,400, or 3% of annual com-

Burnham Systems 24 Service guidance on requirements employers The example assumes a 401(k) safe harbor pensation, to the plan _ o

must meet to offer 401(k) safe harbor plans re- plan matches 100% of a participant's defer- However, because the matching contribution

Business Insurance 15,18 moves a malor administrative hassle and ex- rals, up to the flrst 4% of an employee's annu- formula requires the employer to match 100%

CNA/Group Benefits ° pense for employers that want to offer the al compensation Matches are made at the end of salary deferrals up to 4% of compensation,

DLy Dooet ; plans of every quarter the employer would have to "true up" its

Under an earlier IRS notice-now revoked- Under this example, an employee earns match bg an additional $800 )

SH e employers' matchmg contributions had to sat- $20,000 a quarter and $80,000 for the full year Under the new notice, employers can satisfy

Lioyd's of London ° isfy the safe harbor based on employees' com- During each of the first two quarters, the em- the safe harbor by matching salary deferrals

Metropolitan Life Ins Co 10111 pensation for the entire year Problems could ployee defers 6% of compensation, or $1,200 on the basis of employees' compensation for a

. occur when employees dunng a year deferred per quarter, and makes no deferrals dunng the paeyroll period, such as every two weeks or ev-

PHICO Group more than what was needed to get a full em- last two quarters ry month No additional contnbutions would

Trans Software e ployer match and at other times deferred less The employer makes matching contributions e required )

USA Managed Care Organization 12 than was needed for the full match . of $800-4% of $20,000——duri_ng e_aCh of the As a result, unc.:ier the new IRS notice, the

ValteConsory. Ino o Benefit consultant PwC Kwasha offers an first two quarters and no contributions for the employer's match in the PwC example would
' example that illustrates how the requirement last two quarters be only $2,400
Wausau Insurance Company 5

to "true up" can add to the cost of offering a At the end of the year, the employee will -By Jerry Gelset
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AdjustClalms com
FOR SALE

#1 Internet domain name for claims

Log onto adjustclalms.com now
to place a bid on this domain name

Auction closes Feb 1st
t;GI-*1) "™ 1

SALESPERSON

Seasoned veteran salesperson with
national contacts and experience in all
areas of the employee benefit

marketplace i am a top performer

seeking an opportunity with a sclid

gaar that rewards above averege Iifif1!l 111211FHU(mAit! 1! ML Wik

ce, Box 3124,740 N Rush Street, Chka ."

go, IL 60611-2590

BRIi'INFilm

In the Matter of the Conservation of the
Trust Funds in the State of New York of
NJORD INSURANCE COMPANY, LIMITED

New York County Supreme Court
Index Number 42301/92

To alt Amencan Polic¥holders of
NJORD INSURANCE COMPANY, LIMITED

NQI[LE

NelLevinsynerinteodent ofinsurance

Conservatof) of the Trust Fund depomted
bv Ntord Insurance Company, Lim ted
(«NJORD") in New York hereby gives notice
that all daims, as defined below, must be
presented to him m a manner set forth beloM
by MAY 6,2000 Anvclaims notpresented
by MAY 6,2000 will not be considered in

this proceeding and will not share m the
distribution of the Trust Fund Assets

E{JORD v§as i%clﬁreqsban rupt b the L

ourt of Stockholm, Sweden'on aept ; . /estbrook. Beca a erforn filc

4,199 NJORD wasat licensed to do affhated companies which were in financial dlffICU|§/, the Rehabilitator concl.Ided that the continuation of candidates must pos-ess a minimum of
e

deposited a Trust Fund in the amount of
52,500,000 for the benefit 01 U S policyhold

ers with Manufacturers' Hanover Trust Co,
as trustee The purpose of the Trust Find
was to protect U S policyholders with
respect to policies issued on an excess and
surplus lines basis The Trust Fund was
maintained as secunty for the payment of

OCEL;? meni?i?ment of rehabﬂﬁzzju?onr mcs%edm s for Westbwggtp Connecticut On 1J,uI,17,1997, a Stll%ugé% rOmrggrbog oHr%%%tr?y-sbges&d o‘%n &%ﬂ%"&?ﬂnsur@éﬁ

Phone: (312) 649-5340
Fax: (312) 649-7937

E-Mail: iamleshi@crain.com

Susine,s Insurance, Classified Depat tment,
740 N Rush Stieet, Chicago IL 60611-2590
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0 Risk Management O Insurance Brokerage ' ‘o
O Safety & Loss Control O Risk Management
0 Claims Management Consulting

E- INSURANCE
New Year - New Job?

No t.a b Mtholli Bindhes

No Braches Wilhoui Roots
Expanding Westchester Agency in
beautiful Purchase, NY has positions
available for the right individuals
Looking for Acct Mgr & Asst Acct
Mgr tor Commercial Lines Dept
P"m" "™al d ne¥ voik + * philadelphia o Candidates must have knowledge and
. o cheago southpon exp in P&C Knowledge of Applied or
Also Ask About Our Temporary Opportunities anan __ erande willingness to learn a plus Opening for
Claims Asst, with knowledge in C,P,C
loss claims Insurance Bookkeeper
needed for expanding Agency
Competitive salary and benefits

Fax resume in confidence to Eileen at
914-253 8650
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15 James Street, Main Level, Florham Park, NJ 07932
Call 973-765-9000 - Fax 973-765-9009

Chief Erecutie Officer M:ggle Maguire «

Man-Iging Principal
9ing P 107 John Street

Southpo* CT 06490
Profes,on 11 01'indvds tel 203319 4300 fax.2033194920 5
Director Coita¢t Magg,e Alaguirr (mmaguwe@st.111-hantcy,:om)
web www amithhanlcy com
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REQUEST FOR INFORMATION
STATE BOARD OF ADMINISTRATION

OF FLORIDA

Risk Management

DOCKET NO. CV-97-05723845 .
Curriculum Development

SUPERIOR COURT

The Center for the Advancement of Risk
Management Educ2tion (CARME) and The State Board of Administration (SBA)
the Insurance Ins ltute of America is soliciting competitive responses
(I1A), sponsors of tte Associate in Risk from firms offering remsurance-related
Management (ARM;. seek a high level administrative services In support of the
professional todevelep cunculum for the legal obligations ofthe SBA m administering
ARM The successf 31 candidate must the Florida Hurricane Catastrophe Fund
have demonstrated writir g skills and (FHCF) The Request For Information (RFI)
knowledge of risk m. nagement A Ph D, will be available on February 1, 2000, and
J D, or other advancEd degree ts strongly may be obtained by contacting Anne T
preferred Send resune and salary history Bert, State Board of Administration,
to Personnel, P O Bcx 3016, Malvern, PA Florida Hurricane Catastrophe Fund, 1801
19355-0716, or fax 61)-651 7645, or email Hermitage Boulevard, Suite 100,
personnel@cpcuila.org ECE, M/F Tallahassee, Florida 32308, Telephone
(850)413-1349 The deadline for
submitting responses is 5 PM EST on March
3,2000

IN THE MATTER OF WESTBROOK
INSURANCE COMPANY, IN LIQUIDATION

JUDICIAL DISTRICT OF
HARTFORD/NEW BRITAIN

AT HARTFORD

REQUEST FOR PROPOSAL

George M Reider, Jr, Insurance Commissioner of the State of Connecticut (the "Commissioner ), as
Liquidator of Westbrook Insurance Company ("Westbrook") hereby requests proposals for the assumption of the
remaining policyholder liabilmes of Westbrook

BACKGROUND

Westbrook *s a Connecticut-domiciled property and casualty insurance company which had its principal
office at 1062 Barnes Road, Wallingford, Connecticut It was incorporated on June 7, 1994 and ts licensed only m
Connecticut Westbrook commenced underwriting direct insurance and reinsurence on auto liability and auto
physical damage risks (both personal lines and commercial lines) in late 1995 Westbrook was a subsidiary of Home
State Holdings Company, inc and was a member of the Home State Group of insurance companies

m=)=iliD

Busiiness
Insurance

On July 11, 1997, Westbrook's Board of Directors authorized Westbrook to consent to the COMPLIANG OFFICER

ehabiliation was entere brook. Because rook’s administrative functions we! icer
Circulation Breakdown
Westbrook's business would be hazardous to policyholders and tte estate Accordingly, the Rehabilitator determined seven years of regulatiry exferience with Commercial Consumers
that it was tn the best Interest of policyholders, creditors and the public to promptly sell Westbrookes ongcing state insurance de partments Have
business and transfer Westbrook's claim handling functions to financially rellable parties The Rehabilitator experience with rate and form fllings, Administrative
accomplished these goals under three agreements agency licensing, and certificates of CEO's Presidents and Owners, 4,194
» . . . _ authority for insuran.e companies and Vice Presidents General Managers and
The Rehabilitato entered into a certain Policy Acquisition Agreement dated as of August 15, 1997 and a agency subsidiaries

certain Reinsurance Agreement dated as of August 15, 1997 v,Kh Eagle Insurance Company ("Eagle") Pursuant to

Other Administrative Personnel 3,965

This position will have' the -esponsibility
(o]

claims or losses under Insurance contracts these agreements, Eagle assumed all of the obligations of Westbrook under all direct policies issued by Westbrook of - gjrecting and coordinating al] Financial

issued on an excess and surplus lines basis
and, upon payment of all claims for losses,
for the payment of claims for uneamed pre
mium As a result d NJORD's insolvency,
the Supreme Court of the State of New Yo R,
on July 7 1992, entered an order placing tie
Trust tund into Conservation

A "claim" for the purposes of this proceeding
means a liquidated claim or a reported out

standing.dalancutred but not reported Damage Adjustment Corp (IVIDA'), an affiate of Eagle Pursuant to the Service Agreement, MDA administers al| 74T Rush Street. Chicago, liinois

Claims shall be presented to the

Conservator by mallin all relevant docj
mentation conceming me claim, Including a
copy of the NJORD policy or policies to

NewYork State Insurance Department
Liguidation Bureau

New York, NY 10038-3889

Attention Nicholas Cremonese

Each timely filed claim shall be examined to
determine if 11 s a valid obligation of the
Security Fund

11 you have any questions, please call
Mr Cremonese at (212) 341 6706

Dated New York, New York JAN 6,2000

BUSINESS
INSURANCE
CLASSIFIEDS
INSURE

TOP QUALITY
RESIJLTS

Call (312) 649-5340

for more information

for losses with dates of accident on and after August 15, 1997 Eagle issued cut through endorsements to all of the

X 4 o h ” o subsidiary compliance requirements Chief Flnancial Officers and Vice Presidents
policyholders and offered to renew all personal lines policies as they expired Commercial auto policies were not

renowed Qualifications include Bachelor's degree, of finance 4,190
w
ability to communicate effectively, Secretanes, Treasurers, controllers and
management/ supervision of personnel other Financial Personnel 4,945

After the transaction with Eagle, the estate was left to administer claims on Westbrook policies arts ng
out of accidents which occu-red prior to August 15, 1997 (tte "Remaining Direct Losses") Because Westbrock's
claims had been handled by affiliates which were the subject of Insolvency proceedings, the Rehabilitator entered
into a certain Claims Service Agreement (the "Service Agreement") dated as of August 15, 1997 with Material

and processes, profic,ent with PC
applications, expenence with compliance RisIVEmployee Benefits
software is a plus Please fc rward your Vice Presidents, Directors, Managers, and other

«
s In«urance, Box related department personnel of Insurance, nsk

v h A I it 1 i
emarning Direct Claims 60611 2500 employee benefits, personnel, compensation,
pension safety, secunty, industnal relations,

On October 26, 1998, the Superio' Court entered an order of liquidation with respect to Westbrook and

human resources and employee/

appointed George M Relder, Jr, Insurance Commissioner of the State of Connecticut as liquidator of Westbrook (the B - labor relations 13,572
"Liquidator") In connection with the hquidation of Westbrook, the Liquidator seeks to transfer the Remaining Direct usiness Sub-total 30.866
Claims to a financially sound insurance company in consideration of a payment to be made by the Westbrook estate ' Associations 237

insurance

Classifieds ;

to such transferee
Government, Unions and
Educational Institutions 972

DESCRIPTION OF REMAINING DIRECT BUSINESS TO BE TRANSFERRED

The Remaining Direct Business consists of claims on commercial and private passenger automobile Commercial Consumers

policies Issued during 1995 through 1997 with dates of accident on or before August 15, 1997 Claims have been . L Sub-total 32,073
- ) - S ’ ) * Business Opportunities '
administered by MDC since August 1997, and MDC has estimated reserves for the Remaining Direct Business of 1 75 Insurance Agents and Brokers 7,763
million as of November 30, 1999 without regard to incurred but not reported lozes MDC would be willing to *Help Wanted Insurance Companies 6,357

negotiate an arrangement with an interested purchaser to contnue the handling of daims . Accountants, Aduanes
+ Legal Notices
Attorneys & Consultants 2 361

The Liquidator will accept offers for the Remaining Direct Business through and including March 10,
1999 If you are interested in obtaining information in order to make a bid, please contact Harold S Horwich, Esq,
Bingham Dana UP, 1 State St Hartford, CT 06103, 860-240-2722 1,formation available includes claim and premium
reports, financial statements and information concerning reinsurance Also interested parties may make
arrangements through the Licuidator to review the claim files It is anticipated that the Liquidator will accept the

. Request For F’roposals Adjusters, Appralsers TPAs, Captive Managers
& Health Care Providers 1,347

Whatever your Advemsing needs m the Cor Others All,ed to me Field 1,008
porate Risk, Employee Benefit and Monoged

. rein . . . { i Total Qualified 50,909
lowest and best offer for the transfer of the liabilities, and will seek approval of the Connecticut Superior Court for Health Core may be, we're here to assist you
Non-qualified/Paid Subscnptions 21
the transfer
Single Copy Sales 3
Dated at Hartford, Connecticut
TOTAL CIRCULATION 50,933

this 12th day of January, 2000 Insuronce

* Source Business/Occupabonal
breakdown of quaimed circulation,
May 31,1999 Issue, as
submitted to BPA for June 1999

George M Relder, Jr, Insurance Commissioner
of the State of Connecticut as Liquidator of
Westbrook Insurance Company

Call Irais Amleshi at 312-649-5340
or E-Mail: iomleshi@crain.corn

Fax: 312-649-7937

BPA Publisher's Statement

wWWwWWwW . businessinsurance.com

For all the latest in Corporate Risk, Employee Benefit and Managed Health Care News, visit Bl online for a host of In-depth news and services that include Updates, Datebook, Classifie{is, and more.

New York: Tel- 212-210-0134 « Fax' 212-210-0704 - Chicago: Tel 312-649-5276 « Fax. 312-649-7937 - Los Angeles: Tel. 323-351-3710 + Fax 323-655-8157



record-setting levels in fiscal 1999, the agency reported last week units, MRM Specialty Brokerage Ltd The holding company wlll
Penalties for environmental cleanup, pollution control equip- compnse H&H Park, MRM Hancock Ltd, a London market bro-

ment and better monitonng were up 80% over 1998 figures at ken and IAS Insurance Management Inc, a San Francisco-based

$3 6 bilhon Cn-11 penalties were 60% higher m 1999 at $166 7 mtermediaiy

milhon, and civil ludicial and administrative actions reached a

three-year high at 3,935 ac- Alternative medicine law upheld
tions
In a statement, EPA Ad- OLYMPIA, Wash -The Washington Supreme Court has up-
4 )) rrunistrator Carol M Browner S I PA held a law requiring health Insurers to cover care provided by
U, a said "The Clinton/Gore ad- , massage therapists, chiropractors, naturopaths and any other al-
4,;1 rmnistration is committed to ternative medical providers hcensed by the state
- ensurmg that industnal polluters pay the price for disregarding The state Legislature approved the "any wdling provider law"

Amenca's environmental laws and jeopardizing the pubhe's in 1995, and health msurers soon after began a court fight to
- - health This year's enforcement statistics again senda strongmg- block its implementation (BIApn122,1996) The state Supreme

nal that we wtll unfaihngly take action" agamst polluters, she Court's recent ruling in Ho#man and Snow us Regence Btue

said Shteld, however, appears to be the final hurdle to full implemen-
PHOTO AP/ WIDE WORLD Meanwhile, the EPA earher this month launched a voluntary tation, Insurance Commissioner Deborah Senn said
Seton Hall dorm fire InveStlgated comphance program to mirinuze the leakage of vapors from . .
above-ground petroleum product refinery storage tanks Aetna takes aim at hOSplta| errors
SOUTH ORANGE, N J -Investigators are tying to determme
the cause of a pre-dawn fire m a campus dormitory that took the MRM GrOUp br0kerage Units merged BLUE BELL, Pa -Confident that many medical errors are
hves of three Seton Hall University students and Injured more preventable, Aetna U S Healthcare recently announced initia-
than 50 others HAMILTON, Bermuda-Two brokerage units of MRM Group tives aimed at reducmg avoidable mistakes at health care facili-
The smoky fire began m a third-floor common area of Boland have merged to form H&H Park International Ltd tles
Hall on the South Orange, NJ, campus around 430 am last The merger bnngs together Park International Ltd, the long- The first Initiative is a $1 nulhon grant from Aetna's Quality

Wednesday The cause had not been determined as of late last time reinsurance and excess hability brokerage umt of MRM, and Care Research Fund It wnll be used to research ways that hospi-
week H&H Reinsurance Brokers Ltd H&H Reinsurance Brokers, for- tals can improve patient safety, such as identifying good patient
The Essex County Prosecutor's Office is mvestigating the blaze, merly a umt of International Advisory Services Ltd, places main- safety programs and successful facility procedures, and then

said Charlotte L Smith, executwe assistant prosecutor ly captlve minsurance MRM acquired H&H Remsurance Brokers share the best practices with other fa-
Several false alarms had been sounded at Seton Hall since when it bought IAS m 1998 cihties, said Dr John T Kelly, Aetna's
September in student pranks, said Dan Taylor, the university's The new brokerage wnll have a C *t director of phymcian relations
dimctor of business affairs M R M premium volume of about $100 n a Another step involves developing
Damage amounts were not available, but Mr Taylor said the milhon and gross revenues of and circulating regular reports on the
structure was damaged more by smoke and heat than flames The MUTUAL RISK about $10 mllhon, said Sunon US Healthcar6 topic to the 3,000 hospitals within Aet-
dorm will be restored, he said MANAGEMENT LTD. Everett, chairman of H&H Park na's network, said Dr Kelly These re-
"It's fully covered," said Mr Taylor, who would not disclose Mr Everett previously was pres- ports would be generated usmg health care data collected by the
hmits He said the university's property and habihty coverages ident of H&H Reinsurance Brokers Paul Scope, the former chair- managed care organization, which routinely produces a similar
are written by General Security Property & Casualty Co, a unit man of Park, is chief executive officer of the new brokerage report for its network physicians
of SCOR U S Corp The coverage was placed by broker Wdliam The combined brokerage is able to offer a wider array of ser- Aetna anticipates the first hospital report wlll be sent in the
H Connolly & Co m Montclair,NJ,Mr Taylor said vices to pohcyholders, Mr Everett said For example, chents of third quarter of this year
) ) the former H&H wall now be able to use the single brokerage to In the past, an Aetna spokeswoman said, hospitals shied away
EPA fines hit reco.d level place captive reinsurance and excess hability business, he said from sharmg what they learned from medical errors or "near
"We used to do excess insurance placements as an accommo- misses" out of concerns about hability Aetna, however, follows
WASHINGTON-Enforcement actions and civil penalties im- dation, but now we are specialists," Mr Everett said "the philosophy of findmg out what the best practices are and
posed by the U S Environmental Protection Agency reached MRM has a.so created a holding company for all its brokerage communicattng them," she added
ployers and Mlchael McClam, general counsel supported the law because it glves them the up- A B 435 eliminated that exemptton

-
I rl Va Cy for the CwcCl per hand against employers in bad-faith htiga- As Ms Corbett's staff further studied the prl-

Not all employers, however, object to the new tion over msurers' reserving practices Over the vacy issues surrounding Injured workers' medi-

Conhnued from page 2 law past few years, Callfornia employers have filed cal files, other concerns arose, Ms Pemberton
employer's "premium" Donald N Norms, nsk manager for the City of an increasing number of such lawsuits, charging said Privacy nghts advocates related that some
The other exception would allow an employer Modesto, Callf, said the law wlll "not be detri- that excessive reserving by Insurers has led to Injured workers refuse to file workers comp
to obtain "medical information" regarding an mental to our operation" as a self-Insured and unnecessanly higher premiums claims, because they fear how their employers
Injury when the employer is attempting to mod- self-administered employer Without access to miured workers' medicalm- would respond after seeing the workers' entire
ify the injured worker's job duties The situation for employers that do not self- formation, employers argue they wall have trou- medical histones, she said She also said the ad-
Employers that are concerned about the new administer claims "could get allttlestickler,"he ble evaluating whether insurers are reservmg vocates noted that other injured workers with
law may not have"as much cause for concern" acknowledged Independent audits of TPAs, properly similar concerns do file claims but withhold
when the state's Department of Industnal Rela- however, could eliniinate employers' uncertain- The Alhance's Mr Webb said msurers would their medical histones from treating physicians
tions, which oversees workers compensation, ties about workers comp claims handhng, he not attempt to deal with the reserving controver- Among the ambiguties and meonslistencies m
promulgates regulations for the law later this said sy "m tls narrow of a forum " the law that employers and insurers have raised
year, Ms Corbett said To Lon Kammerer, managmg director of Cal- Mr Widfeldt of the ACIC said the reserving is- are
The department, though, has not deterrmned 1formans for Compensation Reform, however, sue "is an ancdlary issue to all of this" = The breadth of the provision that allows an
whether regulations are necessary, a spokesman the law IS a big problem for employers The In addhtion, he noted, an early version of the employer to obtam a "diagnosis" about an inlury
said Sacramento-based non-profit CCR represents bill would have charged physicians with deter- that could affect the employer's premium Em-
Thelaw has sparkeda firestormofcriticism m more than 5,000 msured and self-insured pri- mming what mformation todisclose tomsurers ployersand insurers noted that allmlunes could
recent weeks among Callfornia employers, many vate- and pubhc-sector employers on workers Insurers lobbied hard against that version affect their workers comp premium
of whom were unaware of the law until after comp issues Represental:ives for the Alhance, ACIC and - "Diagnosis" is not defined
they returned from their hohday break on Jan 3 "It's a serious case of bad law," Ms Kammer- CWCI said that version would have prevented David Dolmk, nsk manager for The Brady
Many rtsk managers complain that the inabil- er asserted workers comp insurers from fulfliimg their Cos, a San Diego-based construction subcon-
ity of their workers comp specialists to routinely The CCR and the Alhance of Amencan Insur- statutory obllgations of malang timely hat)ility tractor with 600 employees, questioned whether
access Injured workers' medical mformation MIl ers last week were draftmg so-called cleanup decisions, dellvering benefits promptly and pur- the law would restnct his company's ability to
cnpple therr efforts to track the recovery of in- language designed to clanfy several perceived sung fraudulent claims learn rf a worker's congemtal health problems
lured workers, return injured employees to work ambiguities m the law and to ease its restnctions Messrs Widfeldt and Webb said that while contnbuted to a workplace injury That mfor-
as soon as posmble, pursue fraudulent claims, on employers The groups planned to submit the they worked on the comprornise provimon, they mation would be vital in assessing whether a
monitor msers' reserving practtces and ensure proposal to Ms Corbett this week did not see the final language before the Legis- workplace hazard easted, he said
that workmtes are safe Ms Corbett said she was unaware of the lature approved it * Self-insurers could end up with either much
"We respect the privacy of employees," said groups' efforts but that she "would be glad to sit Mr Widfekit, however, said he warned an em- more or much less information than msured em-
John Pmner, assistant treasurer for El Segundo- down and talk with them" ployer group about the compromise and that ployers could obtam
based Mattel Inc, which has 2,500 to 3,000 em- "It was never our Intent to cause any trouble employers may not hke it He would not ident,fy Because self-insured employers do not pay
ployees m Callfornia for employers but to shield confidential medical the group premiums, they might not be eligible for any in-
Mr Pmner said neither he nor Mattel Risk records from those who shouldn't have them," Ms Kammerer said the CCR opposed the b11's formabon on a claimant's diagnosis Also, since
Manager Todd Marumoto request med=l infor- she said early version but had to focus on other workers the law allows only Insurers to release medical
mation on injured workers Mattel's workers She noted, however "We took great care to comp measures the |,egislature was considenng informabon, self-insured employers that use
comp specialists, though, need access to that m- make sure that those who needed the informa- The CMA's Mr Washington said he dropped TPAs may have nowhere to turn for medical in-
formation to help the company's miured em- tion foranalysishadtheinformatton” his initial opposition to the bill after insurers as- formation
ployees return to work and to assess reserves for The ACIC's Mr Widfeldt said he was"not go- suied him that the compromise provision would Pragmalacally, though, self-Insured employers
their claims, he said mg to disagree that the bill goes a little too far- allow insurers to release all of the medical mfor- that self-administer claims have no restrictions
The new law also contains ambiguittes and m- iS too restrictive " He said the ACIC would be mal:ion that employers needed on their access to 1njued workers' medical mfor-
consistencies, according to employers and two glad to participate m clanfylng some provisions Sheri Pemberton, a semor consultant for As- mation
msurance industry organizations that support of the act semblywoman Corbett, explained that the impe- The Department of Industnal Relations cur-
the statute as a "workable" response to employ- He would oppose, though, an effort to rescind tus of the law was the case of an injured worker rently is analyzing whether the law is causing

ees' pnvacy concerns Those groups are the Call- the law "The bill appropnately places the onus whose HIV status was revealed to his employer's any confusion among the parties it regulates, a
forma Workers Compensation Institute, an Oak- on claims administrators to determine what in- workers comp insurer and eventually to his em- spokesman for the department said Its conclu-

land-based research organization, and the Assn formation should be released to employers " ployer The worker claimed that revelation mon willl factor heavily into its decision on

of California Insurance Cos The 25 members of A hteral interpretation of the law, though, prompted his employer to fire him whether to promulgate regulations, he said

the Sacramento-based ACIC wnte about 50% of does not give claims adjusters any author:tty to The disclosure of the worker's HIV status was

the state's workers comp bumness, accordmg to release that information, contend some employ- permissible under a 1993 Cahfornia "Employer Those who wish to comment about A B 435

Doug Widfeldt, vp ers and the CWCI The law charges only insurers Bill of Rights" law While another Cahfornia law should submit wntten remarks to The Admints-
In addition, the law may prevent employers with that responsibility, they say safeguards the privacy of medical records, the tratwe Dtrector, Department of Industnal Reta-

from providmg all of the workplace miury docu- Some employers and Wilhe Washington, a 1993 law exempted employers as long as they bons-Dulsion of Workers Compensatzon, PO

mentation required by the state's workplace lobbyist with the Cahfornia Manufacturers obtained the information in the course of han- Box 420603,9th floor, San Franctsco, Callf
safety regulatory agency, accardmgto someem- Assn m Sacramento, suggested that insurers dhng a workers comp claim 94142
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A t h onme go mg any attention to the issue, said Individuals who qualify to telecom- the office, and so are more easily
The most commonly expected ha- Joseph Gibbons, a senior consultant mute also flll out home evaluation breached by hackers, said Mr
bility stems from workers compensa- with Towers Perrin in New York Ig- forms so the company can evaluate Fitzsimmons

Cont:nued from page | tion concerns, and worlang at home normg the problem is "probably run- the size of the room where they wall A home computer may also lack
commuters-and the one focused on can create ambiguities m this issue ning the nsk of some sort of difhculty work, the hghtmg, and any potenttal current anti-virus software, said
by OSHA-is claims for workers "The definition and scope of em- down the road,” he said interferences, including distractions James R Jones, director of claims ed-
compensation, including injunes ployment is usually a thngger for ac- Many consultants recommend that from noise or other people, said Ms ucation at Malvern, Pa -based Amen-
stemming from poorly demgned work ceptling a workers comp claim," said employers develop a telecommuting Pasvogel, whose company began its can Instttute for CPCU and the Insur-
spaces Deloitte & Touche's Mr Thompson pollcy, which could include an agree- telecommuting pilot program m 1994 ance Institute of America
"What we don't want to do is to The situation becomes harder to de- ment between employer and employ- This mcludes children m the em- "What you can end up with is a
have someone workmgoff an norng fine, though, when someone working ee as to the conditions of the telecom- ployee's home, she said "If there's home computer potentially infecting
board m the basement," said Robert at home on a laptop computer falls muting arrangemer.t children under the age of 12 who are the computers at work, and you also
Mauerman, corporate safety special- down the stairs, he said "The telecommuting agreement in the home while the employee is have, m many cases, multi-users at
ist for Long Grove, lll -based Kemper Although tnps and falls m a home should specify duties, job functions, telecommuting, they must have some home, such as teenagers who might
Insurance Cos, whtch has several office environment are a concern, how often they should come to the of- other knd of adult supervision at download Infected files," said Mr
hundred telecommuters most workers comp concerns general- flee, specifically how often their per- hand This is not a substitute for day Jones "Even if you're very cautious
There are other, perhaps less obvi- ly focus on the appropnateness of the formance should be measured, how care," Ms Pasvogel said of telecom- about what kinds of files you down-
ous, nsks as well work space itself they willl pick up new assignments, mubng arrangements load, they're downloadmg all kinds of
These include problems that could "Most people do not have ergonom- how they w111 mteract with their su- Employees also fill out a form on stuff that could potentially cause
anse because an employee's home ically correct work stations at home,"” pervisors, and anything else related to emergency evacuation, used to ensure problems
computer has less-effective security with many employees working, for lob performance," said Aon's Mr they have a planned escape route for "Also, | think the backup of infor-
firewalls or virus protections than do example, at their kitchen table, said Roskopf emergencies mation is probably a httle more dill-
corporate systems Employers also Jack Fitzsimmons, a vp of Marsh Risk Mr Zaccanti of Arthur Andersen At Kemper, "Basically we offer gent at work than people have at
face potential discnmmation charges Consultmg m San Francisco said that when he was a Insk manag- guidelines to the employees on how home, so you may work on mforma-
if their telecommuting pollcies are not Telecommuttng thus far has not be- er, his firm even called for some basic they should go about designing a tion for a week or two and not think
seen as even-handed come a workers comp problem and, m dress requirements 'No palamas, but home workstation," said Mr Mauer- to back it up, while if it's ona network
To date, telecommuting has not led some cases, claims that could be filed the bunny shppers were in," he man This also includes basic home system it might be backed up every
to a sigmflcant number of claims, under workers comp, are being filed safety tips, such as not keeping mght"
though claims may Increase as the under group health policies flammable material m the basement, And the security issue is not neces-
practice becomes even m<.:>re popula.r . Areluctance to file work.ers comp "There's no greater he said ) ) sanly hmited to Computfers, said Mr
The best way to avoid potential claims may be at least partially a re- Telecommuting practices generally Jones "If you're shredding paper at
problems, consultants say, Is to have a flection of the people who tend to incidence we know of at reflect companies' corporate policies, work because you have potential pro-
clearly defmed telecommuters' policy telecommute Because they generally this time of home office said Jane Anderson, director of the prietary information that you don't
This should include an agreement be- have relatively high salanes, a smaller Minneapolls-based Midwest Institute want leaked out, are you going to do
tween the employer and employee workers comp check may hold little injuries or liabilities, ' for Telecommuting Education, a non- the same thing at home, or are you
covering issues such as ergonomically appeal says Gail Martin. profit consultant group "What we Just putting it in your wastebasket,
correct furniture, adequate lighting, "The type of people who like to found is if an employer observes safe- that gets put out on the street, that
periodic work breaks and, rf appro- telecommute are people who are gen- ty and ergonomics and monlters it, gets blown around the neighbor-
prlate, perhaps even the supervision erally very dedicated They are trust- then their telecommuters do that, hood?"
of young children worthy self-starters who have quipped too Another potential hability involves
In thls process, though, employers learned to work m environments Employees mayalso beasked to un- At the same time, if a company ig- chents visiting a telecommuter at his
must balance safety concerns and is- where there is minimal onsite super- dergo some training and preparation nores ergonomics, "they probably or her home, though most consultants
sues of employee privacy vision," said John Roskopf, a vp at before telecommuting, Including won't put much effort Into doing it for say this IS less hkely to happen, as

"Obviously, the more control the Aon Corp in Chicago "That type of viewing video tapes, working with a telecommuters either The same stan- chents generally tend to meet
employer has without infringing on person is less hkely to submit a fraud- checkllst or using an mteractive com- dards seem to exist," Ms Anderson telecommuters either at their own of-
the person's personal nghts 'the bet- ulent workers compensation claim, or puter program sald fices or the employee's corporate of-
ter, said Ray Clarkson, vp and casual- perhaps a questionable claim," he Some employers also reserve the Telecommuting involves other, fice
ty rtsk control consultant with Wilhs said nght to Inspect an employee's home if non-workers comp hability concerns In addition, an employer's telecom-
in New York "There's no greater incidence we they suspect a problem, though m as well, say consultants muting policy must be evenhanded

Attention to this issue vanes wide- know of at this time of home office in- practice this is rarely done, say con- "We see it less of a workers com- Employers permitting telecommuting
ly, and many employers ha e not yet junes or habilities" compared with sultants pensation issue and more of a pcten- must offer the option to entire classes
addressed it those m the office, said Gail Martin, "To me, this raises huge issues of tial professional habillty issue," said of employees, said Mr Roskopf of

"l think they're paying no attention executive director of the International privacy," said Marsh's Mr Atzsim- Wilham Granaham, senior consultant Aon An insurance company, for m-
to the whole issue, or very httle," said Telework Network There may be an mons witn MlIhman & Robertson Inc m stance, must offer the option to all its
Nhehael A Rodman, premdent of Increase, though, as the number of Employers may be paying all, or Wakefield, Mass "Employees now loss adjusters or loss control people,
Needham, Mass -based J H Albert telecommuters grows, she said part, of the cost of the equipment worlang out of their home m some not lust select individuals, he said
International Insurance Advisors Inc In addressing this issue, employers telecommuters use at home, and w111 sense feel fewer constraints on the "The class of'people that you trust

"Probably some more attention will must recognize they cannot control often direct their employees about way they do business on behalf of and think w111 do a good job telecom-
be paid to it now that this matter of home worksites to the extent they can where to purchase that equipment their corporation,"because they are muting' isnot avallable asfar as dis-
the OSHA regulation and the with- the office environment At Minneapolls-based Teltech Re- working in a "fairly relaxed and un- crinunation standards are con-
drawal of it has made the news," he "You lose control over what you source Network Corp an mformatton controlled environment," he said cerned," he said
said would consider standard safety as- services company where 27% of the An employee at home may also be Problems could arise if an employ-

"l don't see any big concern other pects," said Deloitte & Touche's Mr employees telecommute, "we've got divorced from the normal everyday er turns down, for example, a woman
than that httle bhp," said Barry Thompson stnct gutdelines on what we ve ap- work process, said Mr Zaccanti of who wants to be home when her chil-
Thompson, national practice co-lead- "l think an employer that tries to proved to be ergonomically correct," Arthur Andersen This means there dren come home from school, but then
er of disablhty management services tell its employees how to arrange their said facillties services manager Deb- could be a potential exposure If, for offers the telecommuting option to a
for Deloitte & Touche LLP In Hart- furniture is probably not gomg to get bie Pasvogel This pollcy encompasses example, an employee wnlang a tech- childless man, said Mr Jones of the
ford, Conn "l think folks nght now very far,"” said Richard S Betterley, desk and wntrng sluface areas as well meal document at home iS rushed, Institutes
are maybe just hoping that nothmg president of Sterlrng, Mass -based as chairs and keyboard trays and the document does not go "l think there's a potential there, if
happens with it," he said Betterley Risk Consultants Inc He If the telecommuter decides to stop through a normal peer review process there's not a well-thought out com-

"l think the employers wlll start suggests employers give advice, not is- telecommuting within a year he or In addition, Marsh's Mr Fitzsim- munications pohcy, for employment
paying attention when the claims sue orders, on the subject she is obllgated to reimburse Teltech mons said telecommuters can misuse habillty claims to seep into telecom-
start showing up," said Bruce Zaccan- Employers should take a middle for halfthe cost of the furniture and company data, including shanng It muting," said Mr Jones "Companies
ti, director of the property/casualty road-somewhere between wonymg the full cost of any setup charges, such with a competitor The secunty fire- just now are starting to think about
llsk management consulting practice about what to do in the unlikely event as extra phone hnes, said Ms Pasvo- wall arrangements may also not be as these issues and developing formal
for Arthur Andersen LLP in Chica- the dellvery man attacks and not pay- gel strong m a home computer as those in pollcies" Em

allowing them to schedule provider quality of care, with equal percent- expect health maintenance organlza- definitely,” Mr Bruner said, refemng
S u rvey appointments and flll prescnptions ages-37%-saying it has had a posi- tion costs to increase by 34% over Vie to employer interest in either ellrm-
Another 63 % say the Internet w111 tive and a negative impact next five years, while they expect pre- nating coverage or lookmg at new
Cont,nued*om page 2 add sigmflcant efficiency or be help- At the same time, 62 % of employ- ferred provider organizat_on costs to ways to hold down their habillty
that plans’ benefit support centers ful in filling those needs ers say managed care has had a nega- nse by 30% and point-of-service plan More than one-third of employ-
needed improvement In addition, 86% say the Internet tive impact on employee satisfaction, costs to go up by 30 5% over that pe- ers-36%-also would consider ter-
The findings, based on the respons- wtll add sigmficant efficiency or be and 52% say managed care has had a nod minating their health care plans for
es of 600 employers, are "significant helpful m supportmg plan enroll- negative impact on administrative The ongoing trend of employers active employees if Congress passes
Indicators that changes are needed in ment, and 88% beheve the Internet ease terminating or paring back retrree legislation that would hold them h-
the mdustry,” Mr Bruner said wlll add significant efficiency or be Std, most employers say that em- healtn plans is expected to continue able for damages under state law in
Health msurers and managed care helpful in providing electronic, real- ployees are satished unth the health Thrty percent of respondents say coverage disputes, the survey found
plans, for several reasons-meluding, time provider directories plans offered Flfty-eight percent of they might, over the next three to five Such a provision is part of a House-
until recently, competitive pressures "The Internet is a superb way of respondents said employees were years, terminate coverage for future passed patient protection bill, while a
to keep the lid on premium mcreas- providing information It can deliver moderately satisfied, while 33% said Medicare-eligibleretirees, while 81% Senate-passed bill lacks such a provi-
es-haven't made the investments m instantly a depth of information on a employees were very satisfied with say they might increase prenuums or sion

technology that buyers want, said Mr personallzed basis It may be one of the plans Only 7% of employers said cost-sharing obhgations for post-65 "Added hability could be the straw
Bruner, who added that this may be our best hopes for improving the their employees were less than satis- retrrees that breaks the camel's back
beginning to change health care plan system,”" Mr Bruner hed with their health care plans Jus: over half of employers said Congress should be very wary" of
Most employers are convinced that said Looking ahead, 59% of employers they might shift to a defined contri- making changes, Mr Bruner said
new technology, particularly the In- The survey also reveals decidedly said they expect employee satisfae- bution approach, giving post-65 re-
temet, wall be entical m improving ambivalent attitudes toward man- tion to remain stable, while 25% ex- times a fixed amount of money to Pkee smgle comes of "Health Care
health care plan operations, the sur- aged care Most employers sur- pect employee satisfaction to dechne purchase coverage Expectattons Future Strategy and
vey found veyed-85%-said managed care has and 16% expect it to improve With retiree health care plan costs Directzon," are avattabte from Hewitt
Thirty percent ot employers say the had a positive Impact on controlimg Employers expect health care plan Increasing anywhere from 12% to Assoclates L L C, Publications Desk,

Internet will be "revolutionary” in costs On the other hand, employers costs to continue to increase atfairly 16% annually, "Employers don't 100 Hatj'Day Road, Lmeotnshire, Itt
unproving employees' direct access, were divided on its impact on the sigmhcant levels Overall, employers think they can take on those costs m- 60069, 847-295-5000



Commentary

Y 2K brings massive
cartoon disruption

What a reliefi

| thmk we can all now breathe easy and state with conhdence
that we have survived the transihon to 2000, unscathed by the
predicted computer meltdown that was supposed to have set so-
ciety back hundreds of years

Doesn't it feel hke we got a new lease on hfe, havmg avoided
the cataclysmic consequences of the Y2K bug? |, for one, was not
lookmg forward to the prospect of sellmg my children in ex-
change for food, water and a Coleman stove, but havmg stock-
piled virtually nothing, | was mentally steellng myself for the pos-
sibihty The Ittle buggers have no idea how close they came to
hvmg la vida loca

Some may feel hke George Bailey in "It's a Wondedil Life" or
Ebenezer Scrooge m «A Chnstmas Carol" bemg given a second
chance

On the other hand, those who had a hand m spending an esti-
mated $600 bilhon to eliminate the "problem" may instead feel
hke suckers, as if hoodwinked by an elaborate con game Do you
feel as ifevery bottle of water and every can of tuna ftsh now con-
sumed from your stockpile is moclang you?

Mght there be a message we can take from all this? Perhaps

Don't place too much faith m computer consultants, and dehnite- must have the definitions in (the says Dick Clarke.

ly don't pay them up front.
Dilbert has been trymg to warn us about programmers for
years now If only we had hstened
Yet many of the Y2K fearmongers are not
golng quletly
Just hke the tradihon of rehgtous zealots
Interpreting the Bible and predicting, and
re-predictmg, the date of the Apocalypse,
many of these computer Cassandrasare not
willmg to throw in the towel and adrnit they
were wrong, wildly wrong
Some of them are fegnmg bafftement as
to why the predicted problems did not
emerge
L > Others, sticking to their guns, Insist that
computer problems created by calendars
switching to 01-01-00 are mmply lurking beneath the surface,
ready to stnke any day now

And some are sneermg at any not:ton of safety and saying that if
01-00-00 didn't get us, then 02-29-00 surely will If not that, then
10-10-00, or maybe 01-01-01, and so on and so on

And some are conhdently declanng "Of course there's no prob-
lem, we fired it"

It is true that the date change did cause some hiccups and er-
rors to occur, but nothmg that would rend the fabric of society or
cnpple the economy

My own computer, on which | am now wntmg, crashed," if
you can call it that, but | managed to save it without draining my
hfe savings or relymg on some programming druld to flx some

bamc code

When | turned it on for the ftr St time m the New Year, | noticed
the clock was wrong My pulse began to race and | shouted for
my wife and kids to put on their wmter clothes and grab some
blankets

Double-chclang on the clock, | muttered a silent prayer

My worst fears, however, were reahzed Not only was the time
wrong, but the computer had not rolled over to year 2000 The
date displayed was Jan 4,19801

A cold trickle of sweat moved down my scalp and my hands be-
gan to shake | yelled to my wife to lock the door and get the kids
in the basement She began to question why | was raving as if an
F5 tornado were beanng down on our house

Returning my attention to the screen, | wiped the sweat from
my eyes and chcked on the year button The years were golng
backwardslOops, wrong button | chcked on the other one Chck
Chek. Chck Theyears moved forward 1981, 1982, 1983 Anal-
ly | reached 1999 With my eyes squeezed shut, | chcked one more
time 2000

| opened one eye to peek and saw that the calendar for January
2000 was displayed, and the dates seemed to correspond to the
days of the week The electncity m my house was shll on, water
ran from the taps and the solltalre program on the computer stlll
wouldn't let me win Thank goodnesst | had averted disaster and
saved my family from ruin

In that moment, | knew the world was going to be OK

When my family came up from the basement, my kids resumed
watching the "Scooby Doo" episode | had mterrupted when the
Y2K cnsis loomed, looked at me with unfeigned exasperabon
and said, "Dad, you're welrd "

My wife said, "You're an idiot"

That, | think, says it all as far as Y2K is concerned

Editor Paul D Wmston's commentary appears fortmghtly He
can be reached at pwmston@crum com

Risks

Cont,nued from page 1
have come into sharper focus

pasting from traditional property its workings, he explained
policies to cyber exposures " Because properly underwritmg

be weighed, Mr Taffae said For ex- unique slalls to asses those risks, Mr

erally melude payment for losses It would not be unusual to find one ucts, sold apart from traditional
ansmg from extortion, theft of mon- with gross revenues that rocket property policies

ey, computers, securities, fimshed from, for example, $2 milla1 to $80 One attorney who represents poll-
goods or work in process, destruc- milhon withm a year

tion of data and software by virus

business interruption stemming out amounts to be determined on a some existing insurance policies

site service because of tampenng, current gross revenues
and vims clean up As more companies shift from hacking or damage to a Web site, an

While some experts say tradition- brick-and-mortar operations to In- all-risk pollcy w]11, unless the form
al property msurance policies will ternet-based sales and distribution, has specific exclusions, said Kirk A
respond to some e-commerce expo- the threats to their revenue also are Pasich, a pollcyholder attorney and
sures, proponents of specialized shifting to online channels, ex- chairman of the insurance coverage
policies say that these new products plamed Brad Gow, assistant vp for group at Troop Steuber Pasich Red-
specifically mention cyber concerns, ACE USA's Information Technolo- dick & Tobey m Los Angeles Com-
such as damage caused by hackers, puter code used to create Web sites
whereas traditional pohcies do not is tang|b|e proper‘ty, he arg ued

"| don't thmkyyou can rely on a1 don't think you can

traditional property’insurance poH- . c
cy to cover that exposure," said rely on a traditional

Dick Clarke, vp and corporate re- property insurance appellate cases, unrelated to e-corn-
source for retail broker Palmer & erce, in which courts have ruled

m
Cay Inc m Atlanta "To me, you Policy' for cyber risks, that software is a tangible product,
or is close enough to trigger cover-
age, Mr Pasich said Additionally,
tax courts treat software as tangible

Precedent setting e-commerce
coverage issues have yet to reach the
courts There are, however, a few

policy) to give it credibility | don't
think underwriters of hve years ago
intended traditional inland marine property that can be taxed
or traditional property coverage gy Products Group in Philadelphia Ultimately, whether a company
forms to cover cyber property expo- Therefore, he said, mterest m spe- requires a speciallzed e-commerce
sures ™ cialty Internet programs is growing pollcy depends on its existing cover-
Unlike property m the bnck-and- Awareness about the need for spe- age, its specific needs and the cost of
mortar world, e-commerce property clfic coverages also has grown be- coverage, Mr Pasich said
exposures and potential perils often cause of high-profile Incidents, such Compare the coverage provided
are mtangible Traditional property as the spread of viruses, hacker m- by available pohcies, he advised
policies often require physical dam- trusions, and the recent attack on Some of the new pollcies make blan-
age to tangible property before cov- CD Umverse ket statements about what IS COV-
erage is triggered, therefore, special- Surplus hnes insurers have been ered, and they might not specifically
ty coverage may be necessary to leaders in the early development of address the penls that a particular
cover onhne exposures, sorne ex- policies that address related first- purchaser is vulnerable to, he said
party losses for e-commerce compa- As new cyber perils come to light,
Viruses, Web sites, Web-site con- nies, but a growing number of ad- though, msurance professionals are
tent and Web-site interaction all can mitted companies also are offering either workmg to specifically ad-
be considered intangible, according these products dress those penls or they are letting
to Peter R Taffae, vp-financial ser- Currently, there are significant potential customers know their
vices division m Los Angeles for differences among the property cov- products w111 provide protection for
wholesale broker Brown & Riding erages that are belng offered to ad- such incidents
Insurance Services Inc dress cyber concerns, said Mr For example, after news broke of
In addition, e-commerce compa- Clarke of Palmer & Cay the CD Umverse extortion, Lansing
nies have business characteristics "I don't even see the normal pro- Mich -based J S Wurzler Under-
that difer from traditional retailers, cedure of somebody taking another wnting Managers LLC quickly is-
he added underwnter's form and copymyg it sued a press release statmg that had
Take loss-of-income coverage, for and adding a few modihcations," he eUniverse Inc purchased a Website
example Traditional busmess inter- said "It's even to early to have that Insurance and Security Program it
ruption pollcies provide coverage occur That probably will be hap- has available, the retailer would
for loss of net income, explamed Mr pening over the next year " have a vahd claim The cost of $1
Taffae Many e-commerce compa- One sigmflcant distinction among milhon in coverage with a $2,500
nies-even some of the largest and enstmg policies Involves system se- deductible would have cost the com-
best known-are not yet reporting curity, with some underwnters re- pany less than $50,000
net income, however, because they quinng purchasers to undergo a de- "The extortion feature (of WISP)
are heavily re-Investing revenues in talled security assessment to uncov- would have protected the msured
advertising, research and develop- er any system vulnerabilities Ob- from loss of any property, or other
ment and Internet infrastructure servers hken the practice to the en- consideration actually surrendered
So, for e-commerce business in- gineemng inspections required by, as a payment by the insured due to
terruption, Mr Taffae negotiates boiler and machinery msurers an extortion," J S Wurzler's state-
coverage based on the cost of the One of the broker's chents de- ment said WISP is underwntten by
goods that would have been sold clmed the best pohcy available for certain Lloyd's of London syndl-
subtracted from a site's gross rev- ItS operation and purchased the sec- cates
enues ond best because it did not want to As of last week, CD Universe had
"E-commerce companies do not participate m such a secunty assess- yet to determine the extent of any
have net mcome, so when a loss ment, Mr Clarke said monetary losses and what coverage,
comes m, they cannot prove it under The declined policy would have if any, it has available for either
the old pohcies made for tangible required that a "friendly" hacker first-party losses or third-party
property," he said "So we have re- probe the chent's system The chent claims from banks that issued the
defined net mcome as the ddference decided, however, that It had too credit card accounts made pubhc by
between gross revenues and cost of much invested in its computer tech- Maxim, said Bill Wagner, chief fi-
goods sold But some msurers have nology to allow even a friendly nancial officer for eUniverse 1ZI

cers and maintain a comphance from denying allegations in the Aet-

Contznued from page 2 trammg program and a hot line for na case, said Mr Veisz of Komstein,
ment's investigation of NMC and employees to report suspected mis- Veisz & Wexler m New York
unll settle six whistle-blower law- conduct Ronald Kuerbitz, genera| counsel
suits, most filed by former NMC While the settlement clears up for Fresenius m Lexington, Mass,
employees The whistle-blowers wtll Fresemus' disputes with the govern- however, called the Aetna case "a
receive $658 milhon of the settle- ment, it has yet to resolve a 1997 separate proceeding" in which
ment racketeering suit in which Aetna claims wlll be governed by Aetna's

Fresenius has also agreec to with- levels many of the same allegations contract rather than the rules ap-
draw $196 milhon of nutritional (BI, Jan 19,1998) phed to Mecheare claims
therapy claims against Medicare in Howard S Veisz, a lawyer repre- "We have always thought we had
return for a $59 1 milhon payment sentmg Aetna, said the federal set- good defenses to the Aetna case," he
from the government In addition, tlement "is certainly a welcome de- said "The fact that we have settled
the company has signed a "corpo- velopment in our dase that wall make (with the government) certainly willl
rate Integrity agreement"” with the it difficult for (Fresemus) to deny h- not automatically take care of Aet-
U S Department of Health and Hu- ability " nav

perts argue

man Services, under which Frese- The NMC units' criminal guilty

nius woll appoint comphance offi- pleas may actually preclude them
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tractmg to offemng medical savings teachers, many of whicn also are not
accounts, he said

Retirees

Medicare-ehglble
Mercer did not, however, suggest The Connecticut Teachers Retire-
Cont:nued from page 1 that CalSTRS attempt to unite with ment System in Hartford, for exam-
managing the teachers' pensions CalPERS, though Mr Mosman said ple, faces similar challenges but on a
slnce its inception in 1913 smaller scale, noted Bill Sudol Mr

CalSTRS' Health Benefits Task

the board is considering this option
Mr Blum said Mercer did not sug- Sudol IS administrator of the Con-
Force is studymg "four parallel gest this option because many school necticut system, which has 21,000 re-
tracks" aimed at providing health distnets haven't wanted to join bred members He estimates perhaps
care benefits to retired teachers, ac- CalPERS in the past since CalPERS 400 or 500 of those over 65 are not el-
cordng to James D Mosman, Cal- requires employers to provide equiv- igible for Medicare
STRS' chief executive officer Although the number of non-
The options Include whether to and retirees This can be expensive, Medicare-ellgible retirees is declin-
"provide financial help to retirees especially for smaller distncts with ing and w11 eventually disappear,
without Medicare Part A, explore the less pubhc funding, Mr Blum ex- "the retiree population overall is
direct contracting concept, hold fur- plamed

alent coverage to active employees

growing faster than the revenue," he
ther discussions on a possible At a CalSTRS board meeting earh- said
CalPERS collaboration, or provide er this month, CalPERS executives
pharmacy benefits only," he said said they would consider extending to education because many teachers
Legislation will be needed to pro- coverage to CalSTRS, he said retire before they reach 65-the age
ceed, he said CalPERS cannot waive or amend required for Medicare ehgibility, Mr
"Funding is the significant ques- the "equivalent coverage" require- Sudol added
tion that has to be addressed,” 1VIr ment for retirees without legislation, "When | started working here 30
Mosman said however, a spokesman for CalPERS years ago, the ratio of active workers
Under Cahfornia law, "we can't said He would not say whether to retirees was 10-to-1," he recalled.
use pension trust funds to subsidize CalPERS would consider seeking "We'll be close to 2-to-1 in the next
health care benefits," he said, which such a change

This cnsis is particularly endemic

year or two "

Connecticut has provided health

Currently retired CalSTRS mem- prepare a wntten report on lomt pur- benefits to retired teachers over age
bers either receive health care cover- chasing with STRS," to be presented 65 by statute since the 1950s Fund-
agethrough their local school district at CalPERS' nextboard meetmg Feb ing comes from a 1%tax on active
or must obtain coverage on an indi- teacher salaries, supplemented by an
allocation from the state's general
fund, Mr Sudol explained Retirees

is something other states have done But, "staff has been directed to

vidual basis In some cases, the local

school district may purchase cover-
age through CalPERS Only 98 of th_e . . . L. not yet 6_5 or who are not Medicare.-
state's about 1,100 school distncts, stars in alignment right eligible receive coverage from their

however, have contracted with

'There's a whole lot of

local school distnets, but the premi-
ums are subsidized by TRS, he said
Currently, 10,500 Connecticut

teacher retirees receive a Medicare

now,' Bob Blum says of
CalPERS to provide health care cov-

orage legislative support for
Ind response tokGov I?gggs' Interest the coverage issue.

m education, lawmakers in au-

thonzed CalSTRS to study the feasi-

bility of providing health care cover-

supplement, which includes pre-
scnption drug coverage, from TRS
he saia Another 14,000 receive cov-
age, mcluding vision and dental m- 15 in Sacramento, the spokesman erage from theirlocal school distr-lets
surance, for active, disabled and re- said Because of increased prescription
tired teachers, their beneficianes, Still, removing the equivalent cov- drug costs, Connecticut's Legislature
childmn and dependent parents erage requirement for retirees would authorized requiring an $80 per
The study, conducted by Mercer's not solve CalSTRS' immediate prob- month premium conyibution from
San Franelsco office, found that only lem of providing health care coverage retired teachers beginning m July
a few school districts in the state of- to its over-65 members mellgible for 1999
fered health benefits to retirees, and Medicare, note Messrs Mosman and "That's $80 per person, up from
usually only until they reach age 65 Blum
and are ehgible for Medicare Most

retirees pay all or a significant por- fered as an option, it is not feasible if only do so much tinkenng with plan

zero before," Mr Sudol said "We've
While direct contractmg was of- been heading for a ensis You can

tion of the premium for the coverage, the Medicare-inehglble retirees are structure You can keep passing on
the study found the only members included in such the costs (to retirees) But it's the sub-

Mercer found that almost 80%o0of an arrangement, Mr Blum said sidies for our retirees who are not yet
the retirees over age 65 have Medi- "They would have to be pooled with Medicare-ehgible that's the biggest
care Part A coverage at no cost to others, actives and retirees together, problem "
themselves, either through therr own to really spread the risk" Colorado's Pubhe Employee Re-
Medicare ehgibihty or that of a Furthermore, drrect contrachng tirement System, which provides
spouse Another 5%buy Medicare may not be an option in Callforma, coverage to 31,227 teachers, is m a
Part A coverage on their own for where many medical groups report- httle better shape, a spokesman in
$309 a rnonth

The remaining CalSTRS-about a result of alleged underpayment in m Colorado are Medicare-qualified,"

edly are havmg financial troubles as Denver said "Most retired teachers

22,000-are not ellgible to receive capitatton arrangements with HMOs he said

Medicare benefits, though and Insurers, Mr Blum said And gains made m the stock mar-

To become ehgible, retirees must The recent mergers of insurers and ket enabled the system to transfer ex-
have paid in to Medicare for at least health maintenance orgamzations cess pension funds to the health plan
40 quarters, or 10 years Many Cal- have created organizations with trust fund, he added This walllet the
STRS member-retirees did not accu- much more bargaining clout with system double its monthly contnbu-
mulate sufficient credits by working provider groups than an entity like tion toward retiree health Insurance
elsewhere orbecause theyonlybegan CalSTRS would have with its premiums to $230 from $115 Re-
paylng in after 1986, when it was 350,000 members, said John Erb, tirees pick up the difference in pre-
mandated area vp for Gallagher Benefit Ser- mium costs
Of CalSTRS members not eligible vices m Boca Raton, Fla In additon, the Colorado Legisla-
to receive Medicare benefits, about "Direct contracting works best ture voted to increase employer con-
10% or 2,200, have no health care where you have a high percentage of tnbutions to the trust fund to 1 1%of
coverage at all, the Mercer study the population in one geographic payroll from O 8%starting July 1,
found area," and Callfornia's teachers are 1999, the spokesman said
"This is still a staggering number,"” spread throughout the state, noted Colorado began providing health
the study said "The main reason sur- Steve Richter, a consultant m the Los care benefits to retired teachers m
vey respondents gave for not hanng Angeles office of Watson Wyatt 1986

medical coverage was cost-related, Worldwide The stock market also has helped

and most retirees without coverage CalPERS has considered direct out the State Teachers Retirement

are those at the lower Income levels " contracting but shelved that idea for System of Ohio in Columbus, said

This finding was particularly dis- the past several years as it was able to Executive Director Herbert Dyer
turbing to the CalSTRS board glven negotiate caps on premium Increases Ohio has been providing health
that these retirees, who dedicated with HMOs, the CalPERS care benefits to retired teachers for
thew hvesto pubhe serace by being spokesman said Now, with the Cal- 30 years, funded by a 1401 .assessment
teachers, now must seek pubhc assls- STRS task force interested in direct on school district payroll The funds
tance or go to county hospitals to re- contracting, that issue has moved "to are first allocated to the pension
the front burner for us "

ceive health care treatment fund, with the remainder used to fi-

"That's exactly why the board has With support from Gov Davis as nance health care

made them its highest pnonty,” said well as the state treasurer and While "the extra money ts there to-
Bob Blum, a consultant in Mercer's comptroller, who are ex-officio mem- day, irs not guaranteed for the fu-
San Francisco office, who worked on bers of the CalPERS and CalSTRS ture,"” Mr Dyer warned
the CalSTRS feasibility study boards, legislation may be enacted to "The issue really iBm't today's prob-
"There are retired teachers m Call- solve the retired teachers' health care lem," he said "The issue is, we don't
forma who have to go on welfare to Issue see large growth m financial
get health care coverage " "There's a whole lot of stars in resources, but we see significant
In its report, Mercer provided to alignment nght now,” Mr Blum said growth in the number of future
the CalSTRS board "a full spectrum Other states also are strugghng to beneficianes It's a cause for con-

of options" ranging from direct con- provide health benefits to retired cern”

U phdates=s —

Mitsubishi faces race bias suit

Continued from page 2

In a statement, a Mitsubishi spokeswoman said "disenminabon of any
kind has no place in our workplace We have pohcies and procedures to
address any violations to our zero-tolerance pohcy" She would not com-
ment further on the mnt

Mitsubishi has a general harassment pohcy prohibiting negative com-
ments or Jokes, offensive language, gratflti almed at a person, sabotage,
and threatening or intimidating language or behavior This pohcy in-
cludes harassment based on gender, race, rehglon, color, national origin,
disability, age or sexual onentation, according to the company

Several plamtlffs sought rehef by talking to monitonng staff who over-
see the sexual harassment consent decree's enforcement, "but were told
that the monitors had no lunsdictlon or authonty" over racial discrimi-
nation claims, said Patricia Benassi of Benassi & Benassi P C m Peoria,
an attorney for the plambffs

Wyatt files statement for IPO

BETHESDA, Md -A registration statement Watson Wyatt & Co filed
last week with the Secunties and Exchange Commission provides new
details about the benefit consultant's proposed stock offer:tng

The offering w111 mclude newly issued shares of Watson Wyatt & Co
Holdings--a new parent company-as well as the sale of shares by east-
mg Watson Wyatt shareholders, virtually all of whom are current employ-
ees of the Bethesda, Md -based consulting firm

As part of the deal, shares of newly issued class A common stock will
be sold to the pubhc and hsted on the New York Stock Exchange

An employee who enters into an agreement with underwnters would
be able to sell up to the equivalent of 500 Watson Wyatt shaies, plus 10%
of the remainder of shales, m the IPO

After the IPO, Watson Wyatt expects that 25% of outstanding shares
Mil be held by the pubhc, with 75% held by existing stockholders

Proceeds from the sale could, "f advisable," be used for strategic ac-
qumbons, though none have yet been identihed, the company said

Cat losses in '99 hit $8.2 billion

NEW YORK-U S insurers sustained about $82 bilhon in catastro-
phe-related claims last year, malang 1999 the hfth-worst of the past 50
years m terms of msured property damage, according to the Property
Claim Services umt of the Insurance Services Office Inc

Relatively httle of last year's cat damage occurred dunng the fourth
quarter, when losses from humcanes Irene and Lenny totaled $265 mil-
hon, compared with $460 milhon m insured damage dunng the same pe-
nod of 1998, PCS said lastweek The year's total represents a sigmhcant
drop from the about $10 bilhon m insured catastrophe losses incurred in
1998, and it is far below 1992's record of apprommately $22 9 bilhon

PCS recorded 27 catastrophic events-defmed as events that cause at
least $25 million m insured property losses and that affect a significant
number of pohcyholders and insurers-last year By state, Oklahoma suf-
fered the largest cat loss, an estimated $1 1 bilhon in Insured property
damage, from a series of tornadoes that ravaged the state last May

HIAA revives 6Harry and Louise'

WASHINGTON-"Harry and Lause," the fictional middle-age couple
created by the Health Insurance Assn of Amenca for advertisements at-
taclang the Chnton admimstration's ambitious health care plan, unll be
revived to push a new HIAA plan to reduce the number of unmsured.

The new ad campaign w111 plug an HIAA proposal that calls for tax
breaks to make health insurance less costly for small employers and indi-
viduals The campaign, with an mitial cost of $1 milhon, wlll run this
month m several national newspapers and on CNN and network affili-
ate in Washmgton

"Dunng the 1993-94 health care debate, Harry and Louise captured the
imagination of the pubbc Today, we hope theirfamiharfaces will get the
ball rolling on a solution to this country's most pressing domestic issue»
lack of health coverage,” said HIAA President Chip Kahn m a statement

The previous "Harry and Louise" campaign drew the ire of Bllary
Rodham Cimton, who headed an admimstration task force charged with
developmg a reform package Her attacks on the ads gave the campaign
mvaluable publicity, HIAA officials earher said

Briefly noted

Claude Bebear, who built Paris-based AXA Group into one of the
world's largest insurers, w,11 step down as group chief executive May 3
and become chanman of its supervisory board Mr. Bebear, who turns 65
in July, w111 be succeeded by his deputy of the past two years, Henn de
Castnes, who Joined AXA m 1989 from France's treasury
department Lincoln National Corp wll take a $40 milhon charge
agamst fourth-quarter 1999 earnings for habilities stemming from its role
as a member and retrocessionaire of the Unicover Managers Inc workers
compensation reinsurance facihties The insurer also wlll take an added
$13 mllhon charge for U K permon missellmg habihttes and unll receive
a related $42 milhon taxbenefit, producing a net charge of $11 milhon
The Distnet of Columbia is suing more than 20 gun manufacturers and
distributors m federal court to collect potenbally milhons of dollars m
damages for costs associated with gun violence The Distnct is the 30th
Junsdiction to Ne such a suit . A Callfornia bill proposed Jan 12 by As-
semblywoman Sheila Kuehl, D-Santa Monica, would assure health plan
members the nght to court heanngs in disputes with their insurers AB
1751 would prohibit health plans from requiring new members to agree
to arbitration hearings instead of court proceedings. The U.S. proper-
ty/casualty industry's surplus fell about 3% for the mne months ended
Sept. 30, to $323 4 billion, the first such drop since 1990, according to the
Insurance Services Office Inc. and the National Assn of Independent In-
surers Factors cited included a 24.1% drop m net mcome



D ea I stock closed at $14 88 per share on Monday, able likelihood that, because they are pro-
the day before the deal was announced Its ducing those losses, their equity values will
52-week high was $2225 be under pressure And so at the point in

Contznued frompage | "We felt we had to remove the uncertainty time that you're paying out losses, your in-

In addition to providing traditional and fi- that surrounded the company by selling the vestment portfoho is also depreciating in val-
nite risk reinsurance, Risk Capital Re's Inte- business the way we did," said Mr Appel ue, which produces a credit squeeze on the
grated Solutions program has offered insur- This deal should "be able to get us to trade remsurer,” Mr Watson said
ers a blend of reinsurance and capital invest- closer to book (value) than any other trans- Sarah Hibler, vp and senior analyst with
ment It has also offered, on a stand-alone action before us" and leaves the company rating agency Moody's Investors Service Inc
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basis, either contingent capital or direct in- free to make new plans, he said, adding that in New York, said that the relatively new 1,950

vestments to.nsurers Folksamerica will not those plans have not yet been determined Risk Capital Re was offermg the same types
acquire any of Risk Capital's pubhcly traded Officials of both companies said the future of solutions as longer-estabhshed reinsurers
securities or private-placement investments of Risk Capital Re's highly regarded manage- In addition, given its limited operatmg ex-
in the deal ment, led by President and CEO Mark D perlence, the company's rapid growth, which
Under terms of the complex deal, Folk- Mosca, has not yet been determmed either averaged nearly 80% over the last three
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samerica Re, a subsidiary of Folksamerica Risk Capital, which raised $240 million in years, created uncertainty about the prof- 1,750

Holding, will assume $440 million of Risk its 1995 initial public offering, fell victim to itability of its existing business, said Ms Hi-
Capital Re's liabilities and an equal amount poor timing, analysts say It began opera- bler
of its assets, and it will pay $20 3 milhon in tions in a highly competitive market that was The drive to grow in today's marketplace

cash for the reinsurance operations also encouraged the deal, analysts say

In addition $20 million will be held in es- "Reinsurers the size of Risk Capital Re
crow for five years to cover advers-e loss-re- The Folksamerica deal leaves aren't seeing the good business, apparently,”
serve development related to business pro- said Michael Frinquelli, an analyst with Re-
duced by a managing underwriter New Risk Capital with a book value naissance Fund Advisers m New York
YOFk.-based Capital F’FOteC_tion Insurance of about $300.8 million based "Folksamerica is bulking up, so in a sense
Services LLC wrote long-tail and umbrella . . they're both doing the right thing," said Mr
casualty business, now in runoff, on Risk on third-quarter numbers, Frinquelli While Folksamerica is getting

Capital Re's behalf (BI, Nov 1, 1999 i i i i i i
P - ( ; ) ) says Peter Appel. blgger..Rls.k Cap.ltal is selllhg a reinsurance
The transaction, which is expected to close operation it realized was just too small to
in the first quarter, is subject to shareholder compete, he said
and regulatory approval "Folksamerica will be able to bring a low-

In a separate transaction, which is not con- already awash in capital, and the insurer er cost structure by spreading its administra-
tingent on the Folksamerica deal, Risk Capi- stocks in which it invested became depressed tive cost of handling the claims over a much

tal will repurchase all the common stock m value larger base of business," said S&P's Mr Wat-
from one of its major investors, XL Capital With M&M's backing and its experienced son
Ltd, for an estimated $71 3 milhon management, ' Risk Capital Re was able to "It's really an economies-of-scale play for

Hamilton, Bermuda-based XL and Risk generate substantial premium volume from Folksamenca It also provides them access to
Capital's other major investors Marsh & Day One," said Donald Watson, a director at a renewal book of reinsurance that could
McLennan Risk Capital Holdings Ltd and rating agency Standard & Poor's Corp in considerably increase their profile," he said

investment pool The Trident Partnership, New York White Mountains, which last year changed
currently own about 37 5% of Risk Capital's "The problem is, in a soft market environ- its name from Fund American Enterprise
outstanding voting shares They have already ment, generating premium growth IS diffi- Holdings Inc, has a long history in the prop-
agreed to vote in favor of the transaction cult, and to get the business you typically un- erty/casualty business It sold Fireman's
The Folksamerica deal leaves Risk Capital derprice the competition," said Mr Watson Fund Group to Allianz A G Holding in 1991
with a book value of about $300 8 million "To some degree, that would appear to be the White Mountains, which redomesticated to
based on third-quarter numbers, said Peter case at Risk Capital Re, given the underwnt- Bermuda from New Hampshire last October,
Appel, executive vp and chief operating offi- ing performance that we've seen also owns about 25% of financial guarantee
cer This reflects about $260 million in pri- "The other aspect that was difficult with insurer Financial Security Assurance Inc,

vate equity, public equity and fixed income Risk Capital Re was with their making equi- which is based m New York, among other m-
mvestments plus the stock value of Risk Cap- ty investments in insurance companies in or- surer investments

ital Re and of Cross River Insurance Co , an der to garner a certain share of their reinsur- Karen Davies, a Moody's vp and senior an-
excess and surplus lines insurer formed by ance busmess," he added alyst, noted that White Mountains sold a
Risk Capital Re about a year and a half ago "There is a longstanding tradition of this money-losing mortgage lending subsidiary,

that has not yet written any business Both by European remsurers, but there was a larg- Source One Mortgage Corp of Farmington
units have about $20 million in statutory er dificulty for a startup company to engage Hills, Mich, to Citibank Mortgage last year

capital, noted Mr Appel in this strategy" because it did not have the The property/casualty business, though, is

Mr Appel said the company decided this large capital base needed to effectively (liver- one the company knows well, said Ms
deal would bring the best value to Risk Cap- sify its investments, said Mr Watson Davies "They've gotten their best returns
ital Re's shareholders in light of several "The problem is that at the point in time from that business," she said

quarters of poor earnings and a depressed that your primary insurance companies are Donaldson, Lufkin & Jenrette Securities
stock price, which ruled out a transaction in- producing losses that you have to pay out un- Corp advised Risk Capital Re on the deal
volving the holding company's stock The der the reinsurance policy, there's a reason- Lehman Bros advised Folksamenca mm
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Source CNET /nvestor (investor cnet com) Boulder, Colo

PCS catastrophe options

As of Jan 21

call Price Ccall Pnce
spread bid/ask spread bid/ask
National Annual 2000 California Annual 2000
60/80 s50/- 150/155 0 1/0 3
100/150 751-
150C S0/- Western Annual 2000
190/195 03/05 150/155 0 2/0 4
200/250 37/- 300/350 O 5/-
Eastern March 2000
Midwest June 2000 20/30 -/20
10/20 08/33
20/30 04a/15 Eastern Sept 2000
a0/60 15/-

Total volume O Total open interest 792

For Information on PCS cat options, call the Chicago Board of
Trade at 312-435-3674

Source Chicago Board of Trade

British Issues

Price P/E Div Yield 52-week

Companies pence pence % high-low
Legal & Gen 153 179 36 25 237-137
Royal & Sun 419 NA 23 O 56 633-351

Brokers

Lmbrt Fenchurch 140 140 42 30 145-58

JLT 282 124 120 44 286-166

Note Pnces are Jan 21 closings, other numbers from Jan 20

Source CNET investor (investor cnet com) Boulder, Colo

ind ustry Stock Re port JAN. 17, 2000, THROUGH JAN. 21, 2000

Weekly Vear to date Yeartodate Weekly Year to date Year to date Weekly Year to date Year to date
BROKERS Pnce % change % change High Low Vol (000) Pnce % changa % change High Low Vol (000) Pnce % change %change High Low Vol (000)
Aon Corp Nys 25.56 1461 seos  a4s.e0  25.56 esse EMC Insurance Group Inc NS oas sss 2.74 1238 s00 7 St Paul Cos NYS 31.50 7.35 640 s7.0e  =z2s.38 ss7s
Clark Bardes Holdings NDQ 1488 165 348 21.00 11.63 32 ESG Re Limited NDO 6.50 s.33 631 20.25 5.13 283 Scor NYS 51.50 6.46 1638 59.00 az.oa 18
E W Blanch Holdings Inc NYS 4850 10.39 2082 71.75 4800 419 Enhance Financial Se,vices NYS 14.69 6.75 9.62 27.38 1469 194 SAFECO Corp NDO 2438 370 201 4675 21.81 2241
Gallagher Arthur J & Co NYS s7.13 4.19 1178 eass  aze3a 219 Everest Reinsurance NYS 26.56 0.47 1905 se.2s  zoso  7ss SCPIE Holdings 1nc NYS 2000 232 o73 36.06  23.69 NA
Hilb Rogal & Hamilbn Nys 2813 0.22 0.44 2013 1556 52 Fremont General Corp NYS 813 a1 1047 23.38 469 1879 Se,bels Bruce Group NDO 150 7.60 1420 625 147 180
Kaye Group Inc NDO soo s.07 746 ose s.00 16 Frontier Insurance Group NYS 343 aa7 0.00 1725 238 o937 Selective Ins Group ~NDo 1531 755 1001 22550 1549 201
Marsh & McLennan NYS 101.50 229 607 104.75 57.13 4580 Gainsco Inc NYS 631 412 17.44 6.94 3.94 53 Terra Nova Ins Co Ltd NYS 2888 375 375 32.63 21.25 245
Brown & Brown NYS 37.75 533 1.47 a0.63 2931 65 Harleysville Group NDQ 1300 280 a7z 23.50 1263 o3 Tokto Marine & Fire NDO s300 —0.24 10.36 67.00 s0.00 118
BROKERS AVERAGE 3.00 3.49 HSB Group Inc NYS 2856 a7o 1553 a225 2838 a68 Torchmark Corp NYS 23.31 1a8a 19.78 38.00 23.31 3051

HCC Insurance Holdings NYS 1425 8.57 8.06 25.13 8.00 399 Transatlantic Holdings NYS 74.94 450 -400 8050 6906 32
INSURERS/REINSURERS

ING Groep N V NYS 5563 .30 -a81 6394 21.00 306 Travelers Property Casualty NYS 3675 167 730 a8 27 69 2274
ACE Ld NYs 2008 243 2022 3528 1519 2793 IPC Holdings Ltd NDo 15.25 161 2.52 22.50 1425 65 Trenwick Group Inc NYS 1475 709 1202 3525 1438 194
Accel International Corp nNeo 100 =31 Rl =00 oso T Hantord Financial Services NYS 3794 13.16 1902 6644 36 50 3a4s Unlco American Corp NDO 7.00 218 0.00 1375 e3s 24
Acceptance Insurance Cos NYS 419 822 277 1844 381 543 LaSalle Re Holdings Ltd NYS 1344 11.80 18.56 2025 1088 184 United Fire & Casualty NDO 20.25 782 10.50 3300 19.25 21
AEGON NV NYS so.81 576 1538 11694 6963 ars Lincoln National NYS 3581 7.88 1047 57.50 34.38 2639 Unitrin NDO 37.22 136 1.08 4a2.38 3050 373
Aetna Life & Casualu NYs o569 10 o-== o988 se-s0 =838 MAIC Holdings Inc NYS 2275 -027 7.37 3206 1988 153 UNUM Corp NYS 2675 13 16.57 e250 2600 3198
AFLAS Ine NYs 38.75 °7e 17es 56.75 37.50 8737 Markel Corp NYS 14150 629 8 71 19300 141 50 as Vesta Insurance Co NYS ass 263 2581 s3s 338 114
Allmer,ca Financial Corp NYs 4694 1102 1562 eas1 4606 s17 MBIA Insurance Group NYS 49.50 2.10 6.27 71 88 45.00 1449 XL Capital Ltd NYS 49.81 339 398 67.19 41.94 1851
Atistate Corp NYs 23.50 284 234 4075 2263 11276 Meadowbrook Insur Group NYS 638 803 2.86 1744 a7s 54 Zenith National Ins Nys 20.04 205 152 266 1925 a8
Ambac Financial Group NYs 4669 -800 1054 e300 2506 069 MMI Cos Inc NYS 881 0.00 2.17 1744 331 268 INSURERS/REINSURERS AVERAGE 285 4.79
American Financial Group NYS 2275 -6.19 1374 3838 22 50 204 Mutual Risk Mgmt Ltd NYS P 6.40 112 aszs 081 o6
American General NYS s7.19 1712 2463 8218  s7.19 400 Navigators Group . roes see o 1600 oas o HEALTH MAINTENANCE ORGANIZATIONS
American Intl Group NYS 10304 -sss 387 11450  76.50 12394 NYMagic inc NYS 1356 000 oea 1050 1200 1o Foundation Health Systems Inc NYS 1075 209 s.18 1075 ooo 1815
Amencan Sately Ins Jrance NYS es8 aso 577 1038 600 18 Ohio Gasualty Corp oG 1s 75 35 140 p160 1338 o6 Humana Inc NYS 781 530 -ass 1981 s 88 5411
Argonaut Group NDO 1838 265 755 2794 1838 72 Old Republic Int 1 Nvs I 007 6an no6e 1206 1214 Oxford Health Plans NDO 1531 1.03 2069 24.25 o 754128
AXA UAP Group NYS 6388 -537 1004 7675 5375 309 Partner Re Ud MYS 2o06 v 1040 610 on.as 2o Pacificare Health Sys NDO a7.50 -eo8 1038 10038 3113 804
Baldwin & Lyons Inc NDO 2000 2.24 9.60 24.03 1909 270 Penn America Group Inc NYS . 1500 161 1144 cea 57 Sierra Health Services NYS 700 0.90 a67 2088 a.63 275
Barkley W R Corp nNee res 523 187 s17e res 262 PMACapital Corpcration NDO 18.13 -823 881 21.13 1756 30 United HealthGroup NYs o838 527 o88 7000 39 38 4313
Berkshire Hathaway Inc NYS 52900 00 134 570 81100005160000 2 Philadelphia Gons Holding NOQ dase oss oso ss50 1081 se Wellpoint Health Networks NYS 71.25 .00 s.06 o7.00  as 25 o996
Capitol Transamer,ca Corp NAS 1094 8.02 8.70 1825 oas 28 PXRE Corp NYS 111 P 013 I coa . HMOs AVERAGE 180 s22
Chubb Corp nNYs 5588 230 -o.78 ress 44 00 3729 Reliance Group Holdings NYS 6.06 aso 8.a9 1244 2.81 3044 ALL COMPANIES AVERAGE 285 102
CIGNA Corp NYs 7a-ee ez Tae gses  esas=vas RehaStar Anancial Corp NYS 3038 o83 2240 49.81 28.56 2ase
Cincinnatl Financiat Corp NYs s0-08 ros See amso 2894 19s1 RenaissanceRe Holdings Ltd NYS +07s 140 0.31 4319 sooo  1s2
Cit,group NYs 56.44 2.69 1.35 60.13 33 a4 48170 Risk Capital Holdings NDO 1se3 s04. 23.76 22.25 1100 azo
CNA Financial Corp NYs 3463 530 1108 4531 33 00 299 RIt Corp Nys ss3.13 167 287  sss1  27.88 70
CNA Surety NYS 1094 113 1587 1556 o7s 153

Top advancing issues Penn-America Group Inc., HCC Insurance Holdings, ESG Re Ltd Leading decliners. American General, Torchmark Corp, Aon Corp Most active issue Citigroup The 8/index fell 4.4%, the Dow Jones 30 Industrials decreased 40%,

the SaP 500 declined 1 6%, andthe NYSE Composite fell 1 6% Average P/E Brokers, 18 1, insurers/reinsurers, 17 7, HMOS, 14 0

Source CNET /nvestor (investor cnet corn) Boulder, Colo



