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Introduction 

Shattuck Hammond Partners LLC (“Shattuck Hammond”) is pleased to present this Report as 
part of an ongoing series of reports on the managed care industry.  Previously, we entitled these 
Reports “The State of the HMO Industry.”  However, we increasingly found this title outdated, 
and were particularly struck by the persistent decrease in HMO membership over the last few 
years.   As the industry evolves, so do we.  As a result, we have retitled the piece -“The State of 
Managed Care Industry” – which reflects a more complex industry offering multiple health 
benefit products and services.   In time, we expect to expand the scope of coverage in this Report 
to include companies involved in other areas of managed care, such as network management, 
disease state management, and other fields. 

As always, the Report focuses on financial performance, valuation, merger and acquisition 
activity, and industry highlights primarily among the publicly-traded managed care companies.  
Shattuck Hammond encourages readers to distribute the Report to colleagues and other 
interested parties.  Additional copies will be provided upon request.  Please contact Keith Dickey, 
at 212-314-0321, with requests for additional copies as well as with any comments that you may 
have.  This Report also is posted on our website, at www.shattuckhammond.com/research. 

To display differences between national and regional managed care companies (“MCCs”), 
Shattuck Hammond’s analysis divides the publicly-traded universe of MCCs into two distinct 
subgroups – the National MCCs, which have operations in multiple regions throughout the 
U.S., and the Regional MCCs, which have operations concentrated within a specific region or 
state.  In a continuing consolidation of publicly-traded regional and Blue Cross MCCs, this 
Report bids goodbye to Mid Atlantic Medical Services (“Mid Atlantic”), acquired by United 
Health Group (“United”) in February 2004, and a pre-goodbye to Oxford Health Plans 
(“Oxford”) and Anthem, which have announced transactions with United and WellPoint 
Health Networks (“WellPoint”), respectively. 

Moreover, for the first time since we began writing these Reports in 1999, a Regional MCC has 
graduated to the ranks of the National MCCs.  Over the past few years, Coventry Health Care 
(“Coventry”) has been the most active acquirer of regional managed care plans among the 
publicly-traded MCCs.  Coventry currently operates in 13 states and for the latest twelve months 
ended (“LTM”) March 31, 2004, had revenue of  $4.8 billion. 
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Selected Highlights in the Managed Care Industry 

Presented below are selected highlights (or in some cases lowlights) in the managed care industry 
over the past year.  We believe that these events either had significant impact on the managed 
care market or underscored significant trends and forces within the industry. 

We Told You So - Merger and Acquisition Activity Takes Center Stage as Need 
for Growth Drives Consolidation   

Our Fall 2003 Report predicted that merger and acquisition activity would pick up.  Why? 
Because it had to in order to maintain earnings growth and increasing share prices; premium 
increases and cost controls alone will not likely be sufficient to propel the growth MCCs require.  
Whether we were smart or lucky, the consolidation we predicted began even as our Fall 2003 
Report went to press, requiring us to insert a supplemental update page.  In a colossal transaction 
involving further consolidation of the Blues, Anthem announced in October 2003 that it was 
acquiring WellPoint for $16.4 billion.  Although Anthem is considerably smaller than 
WellPoint, it will be the acquirer due to certain legal restrictions in Indiana.  If that was not 
enough, on the same day United announced it was acquiring Mid Atlantic in a $2.6 billion 
transaction.  The Mid Atlantic deal was completed in February, while the WellPoint/Anthem 
transaction is awaiting receipt of regulatory and shareholder approvals and is expected to close 
sometime before the end of the year.  

As discussed in more detail in the “Selected Merger and Acquisition Activity” section of this 
Report, in addition to the United/Mid Atlantic and WellPoint/Anthem transactions, over the 
past seven months since our Fall 2003 Report was published, numerous managed care 
transactions were announced or completed, including one by Humana, which had not 
undertaken an acquisition in many years, and an additional acquisition by United.  Also, as part 
of a continuing trend, the Medicaid managed care sector saw a number of acquisitions of 
regional Medicaid plans. 

Although we do not believe that managed care merger and acquisition activity will return to the 
frenetic pace of the late 1990’s, we expect the number of announced deals in 2004 will be 20-
25% higher than in 2003.  The magnitude of this expected increase is somewhat understated by 
the fact that merger and acquisition activity in the fourth quarter of 2003, the start of the new 
period of managed care consolidation, was significantly higher than the first three quarters of 
2003. 
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While some perceived the WellPoint/Anthem transaction as a “fraternal” Blue transaction and 
the United/Mid Atlantic transaction as a “one off” transaction by United, and not the start of a 
consolidation trend, Oxford has clearly shaken things up.  Initially, in early April, WellChoice, 
the parent of New York’s Empire Blue Cross, was reported to be in advanced talks to acquire 
Oxford in a stock transaction representing a 25% premium to Oxford’s share price.  The 
transaction made sense strategically from the perspective of combining the two largest 
competitors in the New York metropolitan market as well as the resulting synergies, even if 
providers were asserting that the deal was anti-competitive.  Interestingly, this is the first time 
that we know of where one of the publicly-traded Blues seriously considered a large acquisition 
of a non-Blue company.  We believe that the need to grow through consolidation was the 
primary driver.  Although WellChoice has been able to achieve steady growth through increased 
rates and membership, as a single market company, such growth will get increasingly difficult.  
Moreover, from a defensive perspective, if another company were to acquire Oxford, WellChoice 
could face a serious competitive threat and a limited number of alternative acquisition targets. 

However, despite the strategic advantages, WellChoice announced in April that it was no longer 
in acquisition discussions with Oxford.  The reasons for the end of discussions were never made 
entirely clear, but among other things, there was concern over anti-trust issues.  On a combined 
basis, the two organizations would control an estimated 35% market share.  However, we doubt 
that anti-trust concerns alone are what cratered the deal.  We note that, as Oxford’s share price 
rose on the acquisition rumors, a transaction may have become too costly for WellChoice. 

As is usually the case in a strong merger and acquisition environment, Oxford did not have to 
wait long for a new suitor to emerge.  Less than a week after ending talks with WellChoice, a 
$4.9 billion transaction was announced with United.   The transaction makes strategic sense for 
United by bolstering its presence in the important New York metropolitan market. 
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We suspect that the Oxford transaction has led to numerous strategy meetings among the 
publicly-traded MCCs and to many presentations on potential M&A transactions to MCCs by 
investment bankers.  Consolidation and speculating on acquisition targets have become common 
topics in many Wall Street research reports.  In addition, as a sign of the consolidation to come 
and the increasing importance of acquisitions to the MCCs, Aetna, as part of its earnings 
announcement, also announced that it had hired a former healthcare investment banker as a Vice 
President to oversee merger and acquisition strategy.  Similar to Humana, Aetna has not 
acquired a company in a number of years.  However, in February, Aetna’s CEO stated that 
Aetna is interested in acquisitions under $500 million which provide geographic expansion or 
enhance its products and technology.  Recent events may force Aetna to consider hunting for 
“big game” or risk becoming the hunted. 

Medicaid IPO Juggernaut Continues On a Roll as WellCare Prepares to Jump 
Aboard 

Since November 2001, there have been four managed care IPOs, including three Medicaid 
MCCs (AMERIGROUP Corporation (“AMERIGROUP”), Centene Corporation (“Centene”) 
and Molina Healthcare (“Molina”)).  All of these stocks have risen considerably above their 
initial offering price and all three companies have completed secondary offerings since going 
public.  They have also been active acquirers of smaller Medicaid businesses, a trend that we 
think will continue.  Wall Street clearly continues to have a love affair with this sector.  In this 
regard, these companies, despite their payor concentration risk, generally trade at multiples 
comparable to the Regional MCCs.  Moreover, as discussed in more detail in the “Wall Street 
Analyst Managed Care Company Report Card” section of this Report, all three Medicaid 
companies have positive Average Weighted Analyst Scores, which signifies a buy rating by Wall 
Street research analysts. 
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Seeing that the “water looked great,” WellCare Group (“WellCare”), an MCC with Medicaid 
and other government-funded members in Florida, New York and Connecticut, decided to take 
the IPO plunge before conditions changed.  Unlike the publicly-traded Medicaid MCCs, 
WellCare derives a significant portion of its revenue from Medicare, approximately 28% for the 
three months ended March 31, 2004.  It also has a de minimis amount of commercial business 
that it is no longer marketing.  The recently enacted Medicare Reform Act has made Medicare 
managed care a much more interesting and profitable proposition from a Wall Street perspective 
(see page 11 for a detailed discussion). 

WellCare initially made a “quiet filing” for an IPO in February 2004.  Subsequent to the filing, 
WellCare announced the acquisition of Harmony Health Systems (“Harmony”), an 85,000 
member Medicaid plan with operations in Illinois and Indiana.  Excluding Harmony, for the 
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year ended December 31, 2003, WellCare had membership, revenue and net income of 
approximately 555,000, $1.0 billion and $23.5 million, respectively.  We believe that primarily 
due to the Harmony transaction, WellCare re-filed its IPO in mid May with first quarter 
financials and pro forma financials and additional disclosure related to Harmony.  The IPO is 
expected to be priced in the second or third quarter of 2004.  Unlike the three publicly-traded 
Medicaid MCCs, WellCare’s members are highly concentrated in a single state.  Based on 
membership at March 31, 2004, approximately 85% of its members are in Florida, most of 
which are Medicaid members.  Due to reimbursement risk concerns, this type of concentration is 
often considered to be problematic for undertaking an IPO.  We believe part of WellCare’s 
motivation to undertake the Harmony transaction, even though it had already filed its IPO, was 
the desire to present a more geographically diversified membership base to investors.  Inclusive of 
Harmony, at March 31, 2004, WellCare’s Florida membership concentration decreases from 
85% to approximately 74% on a pro forma basis. 

WellCare was created in 2002 with backing from Soros Equity Partners to acquire WellCare 
Management Group, the New York focused, financially struggling, publicly-traded Medicaid 
company, as well as two other Florida Medicaid focused plans owned by the controlling 
shareholder of WellCare Management Group.  WellCare is headed by a former Oxford 
executive.   The fact that WellCare is undertaking an IPO within two years of going private is 
partially representative of just how hot the equity market for Medicaid MCCs has become.  
Moreover, the ability of WellCare to undertake an IPO appears to be enhanced by its Medicare 
business and its pending acquisition of Harmony. 
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A Tale of Two Cities – WellPoint and Health Net Take Divergent Performance 
Paths Since Their Failed Marriage in 1995 

In 1995, WellPoint and Health Net (formerly Health Systems International (“HSI”)) came 
close to combining in a transaction that was described as a merger of equals.  The transaction 

WellCare: Summary Financials and Membership Data ($ in 000's)

LTM Ended
Year Ended December 31,(1) (2) March 31,

2000 (2) 2001 (2) 2002 (2) (3) 2003 2004

Premium Revenues:
Medicaid 272,497$     451,210$    597,075$   740,078$      781,316$           
Medicare 72,992         233,626     290,887    288,330       302,556             
Commercial 80,430         55,027       27,904      14,444         9,604                 

Total Premium Revenue 425,919       739,863     915,866    1,042,852    1,093,476          
Other Income 1,407           1,472         473           569              

Net Revenue (4): 427,326$     741,335$     916,339$    1,043,421$    1,094,024$        

Medical Expenses: 368,236$     637,506$    776,687$   861,053$      898,471$           
Int Income 4,141           8,949         5,498        2,561           2,237                 
D&A 1913 2234 4,973        8,159           7,086                 
Interest 1785 2860 2,908        10,172         10,858               
Inc before taxes -10517 21405 37,393      40,492         44,268               

EBITDA: (10,960)$      17,550$      39,776$     56,262$        59,975$             

Pretax Income: (10,517)$      21,405$      37,393$     40,492$        44,268$             

Net Income: NA(2) NA(2) NA(2) 23,537$         25,931$             

Margins:
MLR
Medicaid 74.5% 80.7% 83.2% 82.3% 82.0%
Medicare 107.6% 94.0% 87.0% 82.9% 82.4%
Commercial 107.9% 97.6% 96.2% 89.2% 90.1%
Consolidated 86.5% 86.2% 84.8% 82.6% 82.2%

EBITDA -2.6% 2.4% 4.3% 5.4% 5.5%
Net Income NA(2) NA(2) NA(2) 2.3% 2.4%

Membership by Program:
Medicaid 256,000       323,000     420,000    512,000       537,500             
Medicare 20,000         35,000       42,000      42,000         43,000               
Commercial 41,000         16,000       8,000        1,000           500                   

Total Membership 317,000       374,000     470,000    555,000       581,000             

Membership by State:
Florida -              -             -            475,000       495,000             
New York -              -             -            56,000         60,000               
Connecticut -              -             -            24,000         26,000               

Total Membership -              -             -            555,000       581,000             

(1) Excludes Harmony which will add approximately 85,000 Medicaid members in Illinois and Indiana.
(2)

(3) Combination of seven months of Predecessor Financials and five months of WellCare financials.
(4) Excludes investment income.
Source: Company filings.

The WellCare Group ("WellCare") was created in 2002 through the acquisition of three companies.  The financials for 2000 - 2001 
reflect the combined results of the predecessor companies (the "Predecessor Financials").  The financials for 2002 reflect the 
combination of Predecessor Financials for five months and WellCare financials for seven months.  However, it should be noted that 
the Predecessor Financials do not include, among other things, interest expense related to debt incurred by WellCare and taxes 
related to an S corporation structure.
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ultimately fell apart over leadership-related issues involving the CEOs, WellPoint’s Leonard 
Schaeffer, who remains CEO of WellPoint today, and Dr. Malik Hasan, the founder of HSI, 
who left the company in 1999.  Both companies at the time were primarily focused in California.  
In the years following the failed merger, the most significant growth for both companies came 
through mergers and acquisitions, but with dramatically different results in revenue, profitability 
and share price performance. 

In 1997, HSI combined with Foundation Health Corp. (“FHC”) in a $3 billion merger of 
equals transaction.  At the time, the transaction created the fourth largest managed care company 
in the country.  The name of the company was changed to Foundation Health Systems (“FHS”) 
and then subsequently changed to Health Net.  Both HSI and FHS were companies primarily 
created through a series of acquisitions.  The acquisition growth strategy continued as the merged 
company undertook several acquisitions that expanded its business into the Northeast.  
Following the merger and subsequent acquisitions, FHS faced integration issues and a heavily 
leveraged balance sheet.  As a result, from 1998 to 2003, Health Net embarked on a series of 
divestures of small managed care plans and other non-core businesses such as workers’ 
compensation and pharmacy benefit management as it reconfigured its business.  It was during 
this time that Jay Gellert replaced Dr. Hasan as CEO.  While Health Net made dramatic 
progress reconfiguring its business into a managed care company with operations focused in the 
West, primarily California, and in the Northeast, it still faced integration issues with regard to 
controlling healthcare costs.  In response, over the past few years, Mr. Gellert made a series of 
management changes both at the corporate level and the plan level.   However, despite the 
management changes and the successful completion of the business reconfiguration in 2003, 
Health Net’s first quarter 2004 earnings significantly missed analyst estimates.  Health Net’s 
integration issues have impacted both its growth and financial performance and are the primary 
reasons why its share price has dramatically under-performed WellPoint’s share price by 544% 
since the announcement of the termination of their merger, and why WellPoint has eclipsed 
Health Net in terms of revenue and profitability. 

WellPoint vs. Health Net Comparison (millions)

Year Ended Percent 
December 31, 1995 Difference LTM Ended March 31, 2004 Percent Difference

WellPoint

Health 
Sys. Int. (1)

WellPoint vs. 
Health Sys. Int. WellPoint

WellPoint/
Anthem (2) (3) Health Net

WellPoint vs. 
Health Net

WellPoint/
Anthem vs. 
Health Net

Net Revenue: 2,972$        2,732$           8.8% 20,890$     37,819$           11,212$         86.3% 237.3%

EBITDA (4): 259$           211$              22.6% 1,525$        2,906$              451$               238.5% 544.9%

Net Income (4): 214$           101$              111.1% 935$           1,777$              263$               255.3% 575.1%

Market Cap.: $  2,380 (6) $    2,066 (6) 8.3% $ 18,555 (7) $     31,107 (7) $      2,568 (7) 622.6% 1111.5%
$2,065,814 18,555$     31,107$           2,568$           

Full-Risk 
Members (5): 2.3 1.8 26.0% 9.8 14.6 3.8 159.1% 287.1%

Margins:
MLR 75.6% 81.0% 78.4% 79.4% 85.9%
EBITDA 8.7% 7.7% 7.3% 7.7% 4.0%
Net Income 7.2% 3.7% 4.5% 4.7% 2.3%

(1) Predecessor to Health Net.

(2) Acquisition pending.

(3) Financials created by adding each data point.  No pro forma adjustments made.

(4) Includes add-backs for certain extraordinary expenses and related tax adjustments.

(5) Excludes specialty membership.

(6) Based on share price on December 14, 1995, date of announcement that transaction was being terminated.

(7) Fully-diluted shares x share price at May 14, 2004.
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In stark contrast to Health Net, WellPoint has clearly benefited from its acquisition strategy.  
The company acquired and successfully integrated a series of Blue plans including plans in 
Georgia, Missouri and Wisconsin and has announced its crowning transaction with Anthem 
which adds Blue plans in Colorado, Connecticut, Indiana, Kentucky, Maine, New Hampshire, 
Nevada, Ohio and Virginia.  In addition to the leadership of Mr. Schaeffer, the fact that 
WellPoint has focused on Blue plans and businesses that were leaders in their respective markets 
has enhanced WellPoint’s ability to integrate its acquisitions and consistently grow earnings.  

It is Smart to Plan for a Rainy Day - Centene Proactively Begins a Diversification 
Strategy to Offset the Reimbursement Risk of its Medicaid Risk Business 

Two questions are always in the back of everybody’s mind when it comes to Medicaid MCCs: 
Can margins, which are comparable to, or greater than, margins of the publicly-traded MCCs, be 
sustained in the face of state budget deficits? Can earnings growth be maintained without 
constant acquisitions?  Centene is the only company among the publicly-traded Medicaid MCCs 
to announce a strategic initiative to diversify earnings from a single reliance on Medicaid risk 
business through the acquisition of specialty businesses.  In most instances, acquired specialty 
businesses will have some type of relationship with Medicaid members and will service Centene’s 
Medicaid risk business.  In this regard, Centene hopes eventually to derive 25% of its earnings 
from specialty businesses.  As part of this strategic initiative, Centene acquired two specialty 
businesses in 2003, GPA, a behavioral health business, and ScriptAssist, a medication 
compliance company.  Interestingly, some Wall Street research analysts question the strategy and 
prefer Centene to focus on acquiring Medicaid managed care plans.  We think that Centene is 
making a smart strategic move that will pay off over the long-term. 

WellPoint vs. Health Net vs. S&P 500 Index: December 14, 1995 to May 14, 2004
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Being Public is Not What it Used to Be - SafeGuard Health Enterprises 
(“SafeGuard”) Undertakes Novel Going Private Transaction   

Since the bubble burst in 2000, the publicly-traded equity markets have undergone a 
fundamental change: small capitalization stocks have had a hard, if not impossible, time 
attracting research coverage.  In addition, the cost of being public, inclusive of complying with 
Sarbanes-Oxley and SEC reporting requirements as well as maintaining directors and officers 
(“D&O”) insurance at public company levels, is a drain that an increasing number of companies 
find hard to justify.  With this environment as a backdrop, SafeGuard, a dental and vision 
benefit company, decided to undertake a going private transaction.  At May 14, 2004, 
SafeGuard had annualized revenue based on the quarter ended March 31, 2004 of approximately 
$174.0 million and a fully-diluted market capitalization of approximately $100 million.  
Although it had approximately 50 million fully-diluted shares outstanding, its public float was 
only approximately 1.8 million shares and, as a result, was thinly traded.  At $2.00 per share, the 
public float represented $3.6 million of market value.  SafeGuard’s Board of Directors (which 
includes its largest shareholders) considered several methodologies for going private including the 
traditional route of tendering for all the shares in the public float.  They decided to use a more 
novel methodology, which limits the amount of capital required, increases the likelihood that the 
going private transaction will be completed and provides shareholders with a choice to remain as 
an investor in the company, although a private one, or be cashed out at a premium without 
paying commissions.  The selected methodology was a reverse stock split, which has been used by 
a small but growing number of companies undertaking going private transactions.  By decreasing 
its number of shareholders to fewer than 300, SafeGuard would no longer be required by the 
SEC to be a reporting company.  It would not have to file SEC-required periodic reports, it 
would not be subject to Sarbanes-Oxley, and it would no longer be required to maintain D&O 
insurance. 

On November 24, 2003, SafeGuard announced that it was going private through a 1,500-1 
reverse stock split.  Shareholders who held fractional shares following the reverse split would be 
paid $2.25 per share on a pre-split basis, which represented a 15.4% premium at the time of the 
announcement.  SafeGuard estimates that its annual savings resulting from going private will be 
approximately $750,000 per year, inclusive of eliminating the need for D&O insurance, but 
excluding the cost of management time spent on issues related to being a publicly-traded 
company.  The estimated cost of the transaction inclusive of buying fractional shares and 
transaction-related expenses is only $1.1 million.  SafeGuard hopes to complete the transaction 
during the second quarter of 2004.  Shattuck Hammond rendered a fairness opinion to the 
Board of SafeGuard in connection with this transaction. 

Singing the Pennsylvania Blues – The State of Pennsylvania Wants all the Blue 
Plans Operating Within its Borders to Turn Over Their Excess Reserves   

The four Pennsylvania Blue plans are locked in a battle with the Pennsylvania Insurance 
Department (the “Insurance Department”) over the level of surplus they are allowed to 
maintain and the requirement that a portion of the surplus be used for purposes consistent with 
the social mission of the Blue organizations.   The Insurance Department wants a portion of the 
surplus, which it estimates at $3.6 billion, refunded to members or used to subsidize coverage for 
the uninsured.  Highmark Blue Cross Blue Shield (“Highmark”), the largest Pennsylvania Blue, 
accounts for by far the largest share of the surplus.   The battle is currently being fought in state 
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court and in a politically charged environment where a number of different constituents are upset 
over the surplus in light of year over year, double-digit premium increases.   In addition to 
answering to the Insurance Department, all four Pennsylvania Blues face class action lawsuits.  
The Insurance Department is using a risk-based capital (“RBC”) system to determine what is 
required and what is excess.  The Insurance Department is targeting 350% to 650% of RBC as 
the appropriate requirement range, but has not settled on an exact number yet.  The Insurance 
Department is trying to force the Blue plans to make more detailed information on their 
surpluses available for public comment.   

The Blues argue that substantial excess reserves are required in an insurance business to protect 
against losses and reinvest in the business.  They also argue that high excess reserves are advisable 
because, unlike the publicly-traded MCCs, they cannot access the public equity markets if 
additional reserves are required.  In addition, the Blues believe that the RBC calculation should 
take into account future operations and projected growth.  Blue Cross of Northeastern 
Pennsylvania has the highest RBC ratio at 900%, Independence Blue Cross has the lowest at 
380% and Highmark and Capital Blue Cross are both around 650%. 

Medicare Reform Act Helps Pump Up PacifiCare Health Systems (“PacifiCare”)    

The passage of the Medicare Reform Act should provide a much needed shot in the arm for 
Medicare MCCs.  Prior to the passage of the Act, due to inadequate reimbursement rates, the 
number of Medicare managed care plans and enrollees had significantly decreased over the past 
few years.  Under the Medicare Reform Act, Medicare MCCs that had been scheduled to receive 
a 3.2% average rate increase in 2004 received a 10.6% average increase beginning March 1, 
2004.  The government is expected to pump an additional $46 billion into Medicare managed 
care over the next ten years and the number of enrollees is expected to triple.   Among the 
National MCCs that are expected to benefit, PacifiCare has the greatest leverage in its earnings 
from the increase in Medicare spending.  Almost 24% of its full-risk members are Medicare 
enrollees, compared to 10.7% for Humana, the National MCC with the second largest 
percentage of Medicare members, and 0.6% for CIGNA, the National MCC with the lowest 
percentage of Medicare members.  PacifiCare’s share price performance over the latest twelve 
months compared to the other National MCCs (as shown on the following page) partially 
reflects its exposure to Medicare and the impact that the Medicare Reform Act is expected to 
have on its earnings.  Beginning in early June 2003, Wall Street analysts began writing on the 
potential positive impact that the Medicare reform discussions might have on companies that 
service Medicare members.  However, it should be noted that PacifiCare’s share price 
performance may have also been enhanced by its unusually low multiples and increased earnings.  
As we concluded in our Fall 2003 Report regarding PacifiCare, if profits are up, valuation 
multiples at some point hit a floor and propel share price.   
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If It Seems Too Good to be True, It Probably Is  – Double-Digit Premium Increases 
Lead to Increased Fraud 

Continuous double-digit premium increases have put a financial strain on businesses trying to 
provide benefits for their employees and have led to an increase in the number of uninsured 
Americans as the number of working uninsured has grown.  This has created an environment 
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where businesses, especially small businesses, are susceptible to fraudulent “insurance companies” 
offering low cost health insurance.  As is often the case, if it is too good to be true, it usually is 
not true.  According to the General Accounting Office, between 2000 and 2002, approximately 
15,000 employers bought fraudulent health insurance polices covering 200,000 members who 
are ultimately responsible for an estimated $252 million of unpaid claims.  The report noted that 
the number of identified fraudulent insurance companies almost doubled from 2000 to 2002, 
signaling that the problem was getting worse, not better.  We suspect that from 2002 – 2004, the 
problem has worsened further as premiums continued to increase at a double-digit rate. 

Will the Rubber Meet the Road?  Talk of Consumer Driven Healthcare Heats Up 
Under the Medicare Reform Act 

Rapidly rising healthcare costs combined with consumer dissatisfaction with traditional managed 
care plans have led to renewed interest in consumer driven health plans.  The Medicare Reform 
Act has added fuel to the fire by creating a Health Savings Account (“HSA”) that offers several 
advantages over Medical Savings Accounts (“MSA”) that have been available since 1997.  
Advantages include: (i) greater eligibility - anyone with a high-deductible health plan under the 
age of 65 is eligible, not just the self-employed and employees of small employers; 
(ii) contribution flexibility - contributions can be made by the employer and/or the employee, 
not just the employer or the employee; (iii) portability – the HSA moves with the employee, the 
MSA does not; and (iv) ability to invest – proceeds in a HSA can be invested in interest bearing 
accounts, mutual funds and stocks, while proceeds in an MSA are not invested.  Both HSAs and 
MSAs are similar in two areas: (i) funds in the account can be carried over year to year; and (ii) 
contributions are not taxed, although MSAs have some limitations that HSAs do not have. 

Although HSAs have significantly expanded the universe of people eligible for consumer driven 
healthcare and have a number of important benefits over MSAs, it is unclear if actual consumer 
demand will meet the hype, at least over the short-term.  Three factors may limit enrollment over 
the short term.  First, certain details regarding HSAs are still being worked out including exactly 
what is covered.  Second, employers are often hesitant to offer an untested benefit plan.  One 
concern is that employer healthcare costs could actually go up if adverse selection occurs and the 
healthiest employees choose HSAs, while less healthy employees select a traditional experience-
based health insurance option.  Third, because talk is cheap, many employees may also take a 
wait-and-see attitude before leaving the comfortable confines of traditional healthcare options.  
In this regard, Destiny Health, a provider of consumer driven health plans, undertook a study 
which found that while interest in HSAs is high, knowledge among consumers is low.  Many 
industry experts believe that HSA implementation will be slow, but steady, as the market gains 
greater knowledge and acceptance. 

In the face of declining HMO enrollment and increased consumer interest, many healthcare 
insurers are developing an HSA product as well as other consumer driven healthcare options to 
add to their portfolio of products.  United appears to have undertaken the biggest effort among 
the National MCCs with its $780 million acquisition in late 2003 of Golden Rule Financial, a 
leading MSA company. 
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The Two Towers Dwarf the Competition   

United and the pending combined WellPoint/Anthem dwarf the National MCC competition in 
almost every respect.  United’s position in the industry is even more dramatic when Oxford is 
included on a pro forma basis.  These two companies are leading the consolidation trend.  They 
were the largest publicly-traded MCCs prior to their pending transactions and are substantially 
more imposing after the transactions close.  Their size promotes synergies, diversified products 
and a separation from the pack with an ability to service national accounts.  
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Few Plan Closures 

In our last two Reports, there were a number of plan closures and rehabilitations to discuss.  We 
noted in our Fall 2003 Report that the pace of closures and rehabilitations was slowing and 
focused on Medicaid plans.  In the seven months since our Fall 2003 Report was published, we 
have only come across one new closure.  Part of the reason for the dearth of closures and 
rehabilitations is improved financial performance among many MCCs, primarily driven by 
increased premiums.  However, we do believe that the last seven months have been somewhat of 
an aberration and that the number of plans announcing that they are closing or going into 
rehabilitation will increase. 

May 2004 

• JPS Health Network, a not-for-profit health system located in Texas, announced it would 
close its 13,500 member Medicaid HMO, MetroWest Health Plan.  Financial losses were 
cited as the reason for the closure. 

King of the Mountain: How Does United Do It? 

In a comparison of United vs. WellPoint (excluding pro forma adjustments for pending 
transactions), several interesting observations are apparent.  United’s market capitalization is 
approximately 115% greater than WellPoint’s market capitalization value, but its revenue is only 
approximately 42.2% greater.  The difference in value is even more pronounced if the market 
capitalization value is adjusted for debt and working capital.  This is primarily driven by the fact 
that United’s EBITDA and net income margins are substantially greater than those of 
WellPoint.  But wait, how can that be if WellPoint’s medical loss ratio (“ MLR”) is 78.4%, 
compared to 81.1% for United and its administrative ratio is 14.8%, compared to 16.8% for 
United?  The answer is that MLR is only relevant for premium-derived revenue and United’s 
administration cost ratio understates profitability of its total revenue.  For the latest twelve 
months ended March 31, 2004, United had $3.1 billion of non-premium healthcare revenue 
(excluding investment income), 10.6% of total revenue, compared to $1.0 billion, 4.9% of total 
revenue, for WellPoint.  The costs associated with this revenue are primarily included in 
administrative costs.  United’s $3.1 billion of non-premium healthcare revenue is part of a long-
standing strategic effort to diversify revenue sources into non-risk, fee-based services as well to 
develop a variety of products and services to meet the needs of its customers, including self-
insured customers. 

In addition to significant non-risk administrative services related to its various healthcare 
products (commercial, Medicare, Medicaid, dental, vision, behavioral health), United operates 
several specialized businesses including the following where all or a substantial portion of revenue 
is fee based: 

• Uniprise – Provides network based health and well being services, business-to-business 
transaction processing services, consumer connectivity and technology support services to 
large employers and health plans. 

• Ovations – Provides health and well-being services for Americans age 50 and over.  Ovations 
has experienced significant growth in its pharmacy services business through which it offers 
the nation’s largest pharmacy discount card program. 
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• United Resource Network – Negotiates competitive rates for high-cost, complex healthcare 
services. 

• National Benefit Resources – Serves as a managing general underwriter that originates and 
administers medical stop-loss insurance provided to employers with self-funded benefit plans. 

• CAN Group – Provides benefit administration, network management and access to 
chiropractic, physical therapy and other complementary and alternative providers. 

• Ingenix – Provides data and software analytics, warehousing and technology services and 
products related to healthcare delivery. 

• Optum – Provides personalized health services to individuals through care management, 
condition management and health information assistance. 

The Number of Provider-Sponsored Health Plans Continues Downward Trend   

Through a combination of divestures and closures, the number of provider-sponsored health 
plans has continued a steady downward trend.  According to the American Hospital Association, 
from 1996 – 2001, the number of hospitals owning health plans (inclusive of HMOs, PPOs and 
fee-for service plans) decreased approximately 56%.   We believe that this number has continued 
to decrease in 2002 and 2003.   Although at one time owning a health plan was considered to be 
strategically important to maintain a steady patient flow and pricing, the thinking has 
dramatically changed as many providers experienced financial losses associated with their health 
plans.  Operational issues include: (i) lack of critical mass; (ii) conflicting goals between plan and 
sponsor; (iii) inadequate capitalization; (iv) limited networks; (v)  weak systems leading to bad 
pricing and IBNR miscalculations; (vi) adverse selection; and (vii) under-management.  In 
addition, the consolidation that is currently occurring in the managed care market combined 
with moderating premium increases will continue to put pressure on the operating margins of 
many existing provider-sponsored plans.  Although we believe there are certain markets where 
provider-sponsored plans are not only viable, but also strategically advisable, we expect the 
number of provider-sponsored plans to continue to diminish. 

One of the most noteworthy transactions in this regard, since our last Report, is the sale of 
Ochsner Health Plan (“OHP”) to Humana, which closed in April 2004.  OHP was owned by 
the Ochsner Clinic Foundation (the “Foundation”), one of the leading integrated health systems 
in the Southeast.  Interestingly, OHP was the largest HMO in the State of Louisiana, with 
188,000 members, and was operating profitably.  Consequently, this was not a situation where 
the MCC failed to attain critical mass or was a financial drain on the sponsor.  Moreover, with 
hospital and physician assets embedded in the system, there was a credible rationale for 
ownership of an HMO.  However, it appears that the Foundation determined that it wanted to 
maintain its focus on its provider role, rather than its payer role.  It also appears that the 

United vs. WellPoint: Non-Premium Revenue Analysis (millions)

LTM Ended March 31, 2004
Total Non-Premium Non-Premium/ Margins

 Revenue Revenue Total MLR Admin. EBITDA Net Income

United $29,701 $3,137 10.6% 81.1% 16.8% 10.7% 6.7%

WellPoint $20,890 $1,025 4.9% 78.4% 14.8% 7.3% 4.5%
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Foundation made the strategic decision to sells its HMO to a new market entrant (Humana), in 
order to mitigate the trend toward market consolidation.  While it is possible that the 
Foundation may have left a little money on the table (since in-market players such as Louisiana 
Blue Cross and United might have paid more), the Foundation made the judgment that its 
long-term interests were served by creating more competition in its market.  Time will tell. 

MCCs Continue to be Active in Capital Markets   

All sectors of the capital markets continue to be receptive to a variety of MCCs.  Similar to the 
situation in Fall 2003, the Medicaid MCCs were especially active as they raised, or are in the 
process of raising, capital to finance acquisitions and growth.  The following reflects financings 
completed or announced since the publication of our Fall 2003 Report: 

Initial Public Offerings (“IPO”).  Excluding one Blue plan, Medicaid focused MCCs have been 
the only MCCs able to tap the IPO market.  In this regard, three Medicaid companies have gone 
public since November 2001.  All of these IPOs have been successful, and share prices are 
significantly higher than their original offering prices. 

February 2004 

• As discussed in more detail on pages 5-6, in order to take advantage of the warm reception 
that Wall Street is giving to Medicaid MCCs as well as heightened interest in Medicare 
MCCs (post the Medicare Reform Act), WellCare filed an IPO.  Once public, WellCare will 
be the second largest publicly-traded Medicaid company with regard to revenue and 
membership.  However, it should be noted that although, for the quarter ended March 31, 
2004, Medicaid represents approximately 72% of its revenue and 93% of its members, 
WellCare describes itself as an MCC serving government-sponsored beneficiaries; not just a 
Medicaid MCC.   Moreover, following WellCare’s IPO filing in February 2004, the 
company announced the acquisition of Harmony, an 85,000 member Medicaid plan that 
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will extend WellCare’s service area into two additional states.  It is believed that, with the 
Harmony transaction scheduled to close before June 2004, the company has elected not to 
complete the IPO before completing the acquisition of this desirable business.  WellCare 
currently operates in three states, but approximately 85% of its members (most of which are 
Medicaid members) are in Florida.  WellCare re-filed its IPO documents in mid May with 
Harmony included in WellCare’s financials on a pro forma basis as well as with additional 
disclosure about the transaction. 

Secondary Offerings.  The most significant thing about the three secondary stock offerings either 
completed of filed since our Fall 2003 Report is that two of them included relatively significant 
sales by insiders. 

May 2004 

• WellChoice announced that it filed a registration statement to sell approximately 10 million 
shares, representing approximately 11.9% of total common shares outstanding, on behalf of 
its two largest owners, The New York Public Asset Fund (the “Fund”) and The New York 
Charitable Asset Foundation (the “Foundation”).  The Fund and the Foundation were 
created to receive the proceeds when WellChoice, a Blue plan, converted and went public in 
November 2002.  Assuming a $40.00 share price, the offering would raise gross proceeds of 
approximately $400 million.  The Fund and the Foundation will continue to be substantial 
owners of WellChoice following completion of the offering, owning 61.7% and 3.2% of the 
outstanding common shares, respectively.  When these types of charitable organizations have 
large investment concentrations in one company it is not unusual, and often advisable, for 
them to seek to diversify their holdings through a sale of a portion of their shares.  However, 
because the announcement represented a significant block of WellChoice’s outstanding 
shares as well as the fact the sale involved an insider, WellChoice’s share price dropped 
$2.53, approximately 6.0%, following the announcement. 

March 2004 

• Approximately nine months after completing its IPO, Molina completed a 2.5 million share 
secondary offering that raised gross proceeds of $70 million.  Insiders sold 700,000 shares as 
part of the offering, netting almost $20 million.  Molina originally filed to sell four million 
shares, two million by the company and two million by insiders.  The 1.3 million decrease in 
the number of shares sold by insiders may reflect investor concerns over such a large sale 
within a relatively short time of the IPO. 

November 2003 

• As part of an effort to deleverage its balance sheet and pay down high coupon debt, 
PacifiCare completed a 3.8 million share offering that raised $201 million.  The proceeds 
were primarily used to redeem $175 million of PacifiCare’s 10.75% senior notes due in 
2009. 

Debt Offerings.  Despite low interest rates and strong financial performance among the publicly-
traded MCCs, borrowing was limited, and primarily driven by acquisitions.   

May 2004 

• WellCare completed a $210 million debt financing.  The syndicated financing was reported 
to consist of a $160 million, five-year institutional loan priced at LIBOR plus 375 basis 
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points and a four-year $50 million revolver priced at LIBOR plus 325 basis points.  The 
proceeds will be use for, among other things, the acquisition of Harmony. 

March 2004 

• In order to finance a portion of its acquisition of the PPO operations of BCE Emergis, 
MultiPlan, a PPO network company, completed a $200 million debt financing consisting of 
a $180 million term loan and a $20 million revolver. Pricing on the term loan was reported 
to be approximately LIBOR plus 300 basis points. 

February 2004 

• United completed a $500 million unsecured note offering consisting of $250 million of 
3.75% notes maturing in 2009 and $250 million of 4.75% notes maturing in 2014.  They 
were rated A by Standard & Poors (“S&P”).  United used the proceeds to finance the cash 
portion of its acquisition of Mid Atlantic. 

November 2003 

• United completed a $500 million unsecured note offering with a maturity of 2008.  The 
notes had a 3.3% interest rate and were rated A by S&P. 

Private Equity Financings.  The private equity market for MCCs was focused on PPO network 
transactions and led by General Atlantic Partners (“General Atlantic”). 

March 2004 

• General Atlantic made a significant investment for a minority position in MultiPlan as part 
of the acquisition of the PPO operations of BCE Emergis.  While a portion of the proceeds 
was used to fund the acquisition, it is believed the majority of the investment was used to buy 
a portion of Donald Rubin’s interest in MultiPlan.  Mr. Rubin is the founder and Chairman 
of the company. 

• ProxyMed, a publicly-traded provider of electronic healthcare processing services, received a 
$24 million investment from General Atlantic in conjunction with its acquisition of 
PlanVista, a medical cost containment and TPA company which operates a PPO network. 
The proceeds were used to repay debt that was assumed by ProxyMed in the PlanVista 
transaction. 

Selected Merger and Acquisition Activity 

National MCCs 

As part of a developing consolidation trend, the National MCCs have gotten back on the 
acquisition band wagon with acquisitions of publicly-traded MCCs, regional MCCs and 
divestitures of certain non-core businesses. 

April 2004 

• Less than a week after WellChoice announced that it was no longer in discussions with 
Oxford, United stepped in and announced a $4.9 billion acquisition of Oxford consisting of 
0.6357 shares of United and $16.17 in cash for each share of Oxford. For the LTM ending 
March 31, 2004, Oxford had revenue of $5.4 billion, EBITDA of $546.6 million and 
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approximately 1.5 million full-risk members.  The transaction valued Oxford (adjusted for 
debt and net working capital) at 0.78x and 7.7x revenue and EBITDA, respectively, and 
approximately $2,800 per commercial equivalent member.  The high per member multiple 
reflects the fact that Oxford operates in the high premium New York metropolitan market.  
Oxford’s share price had already risen significantly based on reports that the company was in 
discussions with WellChoice.  United’s offer represented a premium of approximately 18% 
to Oxford’s share price 30 days prior to the first report regarding WellChoice.  The 
transaction is strategically important to United because it significantly enhances its 
membership in the important New York metropolitan market. 

• CIGNA Corp. (“CIGNA”) completed the sale of its retirement business to Prudential 
Financial for $2.1 billion.  Based on LTM revenue when the deal was announced in 2003, 
the transaction valued the business at approximately 1.1x revenue.  CIGNA will retain some 
non-healthcare businesses including life insurance and investment advisory. 

• In another sale of a non-core business, CIGNA sold its COBRA and retiree administration 
business to Ceridian, a publicly-traded human resource outsourcing company. 

• Coventry, the most active acquirer among the publicly-traded MCCs over the past few years, 
announced that it entered into an agreement to acquire financially troubled OmniCare 
Health Plan (“OmniCare”), a 63,000 member Michigan Medicaid plan.  Similar to several 
Medicaid plans in Michigan, the plan is in rehabilitation.  Completion of the transaction is 
not a certainty, although Coventry has a reputation for completing transactions with 
financially struggling plans.  A number of creditors, including Detroit Medical Center 
(“DMC”), a former sponsor of OmniCare, have filed objections against the proposed sale.  
DMC believes it will lose $15 million a year under its current contract with OmniCare.  The 
proposed transaction values OmniCare at approximately $565 per member inclusive of a 
$12.6 million purchase price and an estimated $23 million capital infusion by Coventry.  
Although OmniCare lost $17 million in 2001, it earned $1.3 million in 2003. 

Coventry is an opportunistic acquirer, often buying money losing plans that no one else 
wanted and turning them around.  It is unclear if the proposed acquisition of OmniCare is 
part of a broader Medicaid strategy. 

• United announced that it had reached an agreement to acquire Touchpoint Health Plan 
(“Touchpoint”), a 137,000 member, Wisconsin based, provider-sponsor plan that is 80% 
owned by ThedaCare Hospital and Clinic and 20% owned by physicians.  Touchpoint’s 
160,000 member PPO is not part of the transaction.  The plan is the third largest in 
Wisconsin and will add significantly to United’s existing 250,000 Wisconsin members.  For 
2003, Touchpoint had revenue and net profit of $317 million and $5.5 million, respectively.  
Based on a $40 million purchase price, the transaction represents a per member multiple of 
approximately $292 per member and a revenue multiple of approximately 0.13x.  

• As discussed in more detail on page 16, in another sign of the resurgence of the managed care 
merger and acquisition market, after a seven year hiatus from any acquisition activity, 
Humana completed an acquisition of Ochsner Health Plan (“OHP”), a 188,000 member 
Louisiana provider-sponsored plan.  Terms of the transaction were not disclosed.  For 2003, 
OHP earned $13.8 million on $700 million of revenue.  The transaction, which includes a 
long-term provider agreement with the Ochsner Clinic Foundation (the “Foundation”), will 
enable Humana to expand its coverage in the Southeast.  Although OHP was profitable and 
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a survivor of the managed care shake out in Louisiana, Ochsner, similar to many other 
providers, no longer viewed the plan as strategic and was concerned that OHP might require 
additional investment to remain competitive.  The sale allows Ochsner to redeploy capital 
elsewhere in its system. 

March 2004 

• As part of an agreement to resolve Sierra Health Services’ (“Sierra”) protests over a 
TRICARE contract awarded by the U.S. Department of Defense to Health Net, but 
formerly held by Sierra, Health Net bought selected assets related to Sierra’s TRICARE 
provider network and service center operations in the District of Columbia and the 
Northeast. 

• Coventry acquired Rockford Health Plans, a 20,000 member Illinois provider-sponsored 
plan owned by Rockford Health System (“Rockford”).  The transaction was done through a 
re-underwriting agreement whereby Rockford will be paid for each member that renews with 
Coventry.  Shattuck Hammond represented Rockford on the transaction. 

• United, through its AmeriChoice subsidiary, continued to grow its Medicaid business 
through acquisitions.  United announced the acquisition of the financially troubled Great 
Lakes Health Plan (“Great Lakes”), a 96,000 member, private equity backed, Medicaid plan 
located in Michigan.  Great Lakes is operating under state supervision due to its failure to 
meet capital requirements.  In October 2003, Great Lakes received a $7 million capital 
infusion from investors.  However, the plan was approximately $10 million below its capital 
requirements.  For the year ended December 31, 2003, Great Lakes had revenue and 
EBITDA of approximately $178.5 million and $10.3 million, respectively.  Based on a 
purchase price of $27 million and a $10 million capital infusion, the transaction valued 
Great Lakes at a revenue, EBITDA and per member multiple of 0.21x, 3.6x and $385, 
respectively. 

• WellPoint sold United Wisconsin Proservices, a small subsidiary that provides technology 
services to hospitals and physicians, to Passport Health Communications. 

• ProxyMed, a publicly-traded provider of electronic healthcare processing services, acquired 
PlanVista, a medical cost containment and TPA company which operates a PPO network, in 
a $60.8 million stock for stock transaction.  PlanVista had revenue and EBITDA of $32.0 
million and $10.0 million, respectively.  Based on a purchase price which includes 
approximately $40 million of debt on PlanVista’s balance sheet, the transaction valued 
PlanVista at a revenue and EBITDA multiple of 3.2x and 10.1x, respectively.    

February 2004 

• United completed its $2.6 billion acquisition of Mid Atlantic, a publicly-traded MCC.  The 
cash and stock transaction valued Mid Atlantic at 1.03x revenue, 12.7x EBITDA and $1,497 
per commercial equivalent member.  This transaction along with the WellPoint/Anthem 
transaction served as the kick off point for the current round of consolidation.  The 
transaction enables United to expand its presence in the mid Atlantic region and to sell a 
variety of ancillary products and services such as dental and vision to Mid Atlantic members.  
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December 2003 

• First Health Group (“First Health”), the publicly-traded PPO network company, acquired 
PPO Oklahoma, a PPO network company, with revenue of approximately $5.0 million.  
First Health paid $10 million for PPO Oklahoma, which values the company at 2.0x 
revenue. 

October 2003 

• In a further consolidation of the Blues, WellPoint and Anthem announced their colossal 
$16.4 billion merger transaction.  Although Anthem is smaller than WellPoint based on 
revenue, membership and equity value, it will be the acquirer in this transaction due to 
certain restrictions that were placed on Anthem as part of its demutualization.  Consideration 
consists of cash and stock.  The transaction includes a 20% premium over WellPoint’s pre-
announcement closing price.  Based on Anthem’s stock price prior to the announcement, the 
transaction values WellPoint at 0.85x revenue, 17.3x EBITDA and $1,626 per commercial 
member equivalent.  While Anthem is the technical acquirer, there were a number of 
compromises between the companies that make the transaction look more like a merger of 
equals and show how badly both companies want the transaction to happen.  Assuming that 
the transaction is completed, the combined company will operate under the name 
WellPoint, but Anthem’s Board will maintain majority control and Anthem’s CEO, Larry 
Glasscock, will be CEO of the new company.  However, WellPoint’s CEO, Leonard 
Schaeffer, will become Chairman.  Furthermore, the CFO position will go to WellPoint’s 
David Colby, but the combined company will be headquartered in Indianapolis, not 
Woodland Hills. 

Although facing challenges from a variety of parties, the transaction is expected to close 
before the end of the year.  The Federal Trade Commission and the Justice Department 
approved the transaction in February, but it still requires approval by a number of state 
regulatory authorities, the Blue Cross Blue Shield Association and shareholders.  The 
definitive agreement contains a provision that allows either party to walk away from the 
transaction  on November 30, 2004, by paying a $550 million fee to the other party.  
However, if the transaction is not closed by then, but is still moving forward, it is almost 
unthinkable that such a provision would be exercised. 

Prior to the announcement of the United/Oxford transaction, the combined company  
would have been the largest publicly-traded MCC with regard to members and revenue.  
This critical mass creates significant opportunities for realizing synergies, especially with 
regard to administrative expense.  Moreover, although the number of acquisition candidates 
from the ranks of the Blues is modest at this time, the merger eliminates the competition for 
deals that has existed, and would continue to exist, between these two companies.  Lastly, the 
transaction will create a true nationwide Blue company, with membership from New 
England to California. 

• Health Net completed the sale of its dental and vision subsidiaries to SafeGuard Health 
Enterprises, a publicly-traded dental benefits company.  The transaction included a strategic 
relationship for the sale of Health Net branded dental products to Health Net members in 
California, Oregon and Arizona.  Shattuck Hammond represented Health Net on the 
transaction. 
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Regional MCCs 

Once again the Regional MCC merger and acquisition activity was dominated by Medicaid 
transactions. 

May 2004 

• As part of a two part transaction described in more detail below, Molina announced that it 
reached a definitive agreement to sell the 38,000 commercial members of New Mexico based 
Health Care Horizons to Lovelace Sandia Health System (“Lovelace”), a for-profit system 
owned by Ardent Health Services, a private equity backed hospital management company.  
Lovelace owns an MCC, Lovelace Health Plan, and provides healthcare services to many of 
the Health Care Horizons commercial members.  Although Lovelace’s primary business is 
serving as a provider, it decided to purchase the members as a defensive measure to make sure 
it would be able to continue to serve as a provider to the 38,000 members.  Molina 
announced in March that it was acquiring Health Care Horizons.  However, Molina’s 
interest was in Health Care Horizons’ 66,000 Medicaid members, and it announced as part 
of the transaction that it intended to divest the commercial members.  The Lovelace 
transaction will close immediately following the completion of Molina’s acquisition of 
Health Care Horizons.  Based on the $22 million purchase price, the transaction values the 
commercial members at $579 per member. 

April 2004 

• AMERIGROUP entered into an agreement to acquire the Wellness Plan, a 103,000 
member, Michigan based, financially-struggling Medicaid plan that is in state rehabilitation.  
Based on the announced terms of the transaction, AMERIGROUP was going to pay $38 
million and was expected to invest at least $29.4 million into the plan to meet statutory 
requirements.  The purchase price together with the investment valued the Wellness Plan at 
a surprisingly high $654 per member.  However, in connection with the filing of its Form 
10-Q for the Quarter Ended March 31, 2004, AMERIGROUP announced that it was 
terminating its agreement to buy the plan due to “certain factors including negotiation of 
acceptable new premium rates, a successful re-bid for existing contracts and approval by our 
Board of Directors.”  Maybe the price was too high. There could be a second bite at the 
apple here. 

March 2004 

• Molina announced it was acquiring Health Care Horizons, a New Mexico plan with 66,000 
Medicaid members and 42,000 commercial members.  Molina is paying $69 million plus 
assuming $5 million of debt.  Molina’s interest in Health Care Horizons is solely in its 
Medicaid business.  As part of the announcement, Molina stated that they may sell the 
commercial business in the future.  As described above, in May, Molina announced they 
were selling the commercial business to Lovelace for $22 million.  Health Care Horizons’ 
Medicaid business has annualized revenue of approximately $260 million.  Assuming the 
completion of the sale of the commercial business, the transaction values the Medicaid 
business at revenue and per member multiples of 0.20x and $787, respectively.  In reviewing 
the multiples, it should be noted that the reason the revenue multiple is relatively low and the 
per member multiple relatively high is that New Mexico has high Medicaid premiums 
compared to many other states.  It should also be noted that if the proceeds from the sale of 
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the commercial business are subject to a 40% tax rate, the transaction values the Medicaid 
business at revenue and per member multiples of 0.23x and $921, respectively.  Molina 
expects the transaction to increase its EPS by $0.05 - $0.07 per share in the second half of 
2004. 

• Further adding to its lives in the state of Washington and approximately a month after it 
announced the Health Care Horizons transaction, Molina announced it was acquiring 
66,000 Medicaid lives from Premera Blue Cross (“Premera”) for $18 million.  The 
transaction values the Premera business at $272 per member.  The per member transaction 
value is at the low end of recent Medicaid transactions, but Molina may be required to infuse 
some amount of regulatory capital into its Washington subsidiary to support the transaction.  
Molina expects the transaction to be a good one based on its announcement that, assuming 
the transaction closes on July 1, it will add $0.10 to $0.12 to Molina’s EPS for the second 
half of 2004.  Upon the completion of the transaction, Molina will be the biggest Medicaid 
provider in the state. 

• Sierra completed the sale of  California Indemnity Insurance, a workers’ compensation 
business, to a subsidiary of White Mountain Insurance Group.  Sierra received $13.7 
million in cash and a contingent payment of up to $62 million plus accrued interest, payable 
in 2010. 

• In what may be the start of acquisitions of Medicare MCCs due to the Medicare Reform Act, 
Universal American Financial (“Universal”), a publicly-traded life, accident and health 
insurance company with a regional focus, announced the acquisition of Heritage Health 
Systems (“Heritage”), a Medicare plan with 15,700 members in Texas.  Universal is owned 
by the Carlyle Group, a private equity firm active in healthcare investing, and has annualized 
revenue of approximately $132 million.  Based on a $98 million purchase price, the 
transaction values Heritage at $6,242 per member and 0.74x revenue.  Even at over $6,000 
per member, Universal expects the transaction to be immediately accretive. 

Non-Publicly Traded MCCs 

April 2004 

• In an unusual transaction for a  provider-sponsored MCC, Medica, the second largest MCC 
in Minnesota, announced that is was acquiring the Minnesota and the North and South 
Dakota operations of Patient Choice Healthcare (“Patient Choice”).  Patient Choice creates 
healthcare programs that help the consumer better understand the wide variations that exist 
in the cost and quality of care.  Their programs cause healthcare providers to compete on cost 
and quality and enable employers to better manage healthcare costs.  The transaction appears 
to be similar to some of the efforts that larger MCCs have undertaken as part of an effort to 
get ready for consumer driven healthcare. 

• In another of the many Medicaid transactions taking place in Michigan, Botsford Health 
Care, a not-for-profit health system, announced that its Medicaid HMO, Botsford Health 
Plan, would transfer its Medicaid contracts for 11,300  members to Cape Health Plan, a 
66,000 member Michigan Medicaid plan.  In 2003, Botsford Health Plan lost $1.7 million 
on $20 million of revenue.  No consideration is expected to be paid as part of the 
transaction. 
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March 2004 

• WellCare, a 555,000 member, private equity backed MCC primarily focused on the 
Medicaid market, announced that it had entered into an agreement to acquire Harmony, 
also a private equity back MCC, with 85,000 Medicaid members in Illinois and Indiana.  
The transaction will expand WellCare’s markets to five states.  WellCare currently operates 
in New York, Florida and Connecticut.  It filed for an IPO in February 2004 and reported 
approximately $1.1 billion of revenue and $56. 3 million of EBITDA for the year ended 
December 31, 2003.  Harmony had approximately $113 million of revenue and $8.5 million 
of EBITDA for 2003.  The purchase price was approximately $61 million inclusive of 
balance sheet adjustments, valuing Harmony at approximately 0.54x revenue, 7.2x EBITDA 
and $718 per member.  Shattuck Hammond represented Harmony on the transaction. 

• MultiPlan completed the acquisition of BCE Emergis’s (“BCE”) United States PPO 
operation.  In a “strategic” transaction during the heated days of the dot com craze, BCE 
bought the PPO business then known as United Payors and Providers (“UPP”), a publicly-
traded company for $580 million.  UPP had revenue and EBITDA of $108.9 million and 
$47.4 million, respectively.   The transaction represented a revenue and EBITDA multiple of 
5.3x and 12.2x, respectively.  The high valuation reflected the “synergy” that was supposed to 
occur through BCE’s electronic claims processing capability.  Profitability actually decreased 
under BCE’s ownership.  BCE sold the PPO operations in a two part transaction.  
MultiPlan acquired the PPO network business for approximately $213 million.  Based on 
approximately $102 million of revenue and $46 million of EBITDA, the business was valued 
at a revenue multiple of 2.1x and an EBITDA multiple of 4.7x.  The care management 
business, which had revenue of approximately $28 million and breakeven profitability, was 
sold to SHPS Holdings (“SHPS”), a care management company, for $10 million or 0.40x 
revenue.   SHPS is backed by Welsh Carson, a private equity firm.   

November 2003 

• Midwestern Insurance Alliance, a Louisville workers’ compensation insurance company, 
acquired Preferred Health Plan (“Preferred”), a provider-sponsored health benefits company 
owned by Baptist Healthcare System, Caritas Health Services, Jewish Hospital HealthCare 
Services, Norton HealthCare and physicians.  Preferred administered self-funded health 
plans and operated a PPO network.  Preferred was unprofitable and no longer of strategic 
importance to its provider-sponsor.  

Stock Price Performance Analysis 

The stock price performance graphs presented on the following pages demonstrate the relative 
performance of three indices: the National MCC Index, the Regional MCC Index, and the S&P 
500 Index.  The companies that comprise both the Regional and National MCC Indices 
represent a composite, with each company having equal weighting within its respective 
composite Index.  It should be noted that each graph includes only companies that were 
publicly-traded for the whole period. 
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Reflecting another year of double-digit premium increases and improving margins for most 
companies, for the latest twelve months (“LTM”) ending May 14, 2004, both the National 
MCC Index and the Regional MCC Index outperformed the S&P 500 Index.  The National 
Index and Regional Index rose 41% and 66%, respectively, while the S&P 500 Index increased 
17%.   

For the three months ending May 14, 2004, The National MCC Index was relatively 
unchanged, while the Regional MCC Index increased 13%.  The S&P 500 Index decreased 
approximately 5% during the period.  The National MCC Index was hurt by earnings 
disappointments at Health Net and Humana, while the Regional MCC Index was helped by the 
acquisition of Oxford and acquisition speculation about the remaining Regional MCCs. 

MCC Index - Common Stock Comparison: Latest Three Months (1)
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For the latest five-year period ending May 14, 2004, the National and Regional MCC Indices 
significantly outperformed the S&P 500 Index.  The National and Regional MCC Indices 
increased 141% and 174%, respectively, compared to the S&P 500 Index which decreased 18%.  
This five year period may be looked back on as the golden days for MCCs because it captures the 
beginning of the sustained multi-year period of double-digit premium increases as well as a focus 
on profitability over membership growth.  However, it should be pointed out that: (i) due to 
consolidation and the transfer of Coventry to the National MCC Index, the Regional MCC 
index only contains two companies for this period, Sierra and Oxford; (ii) Oxford engineered a 
dramatic financial turn-around during this period and, close to the end of the period, announced 
its sale to United; and (iii) the S&P 500 Index, similar to other broad stock market indices, fell 
from its all time high in 2000 as a number of sectors including technology, Internet and 
telecommunications fell sharply and have never recovered to their former record levels.  At the 
same time, the achievement of the managed care industry on Wall Street should not be 
understated.  The publicly-traded MCCs have established themselves as an important sub-sector 
in healthcare and a part of many institutional portfolios.  

MCC Index - Common Stock Comparison: Latest Five Years (1)

0%

50%

100%

150%

200%

250%

300%

M
ay

-9
9

Sep
-9

9

Ja
n-

00

M
ay

-0
0

Sep
-0

0

Ja
n-

01

M
ay

-0
1

Sep
-0

1

Ja
n-

02

M
ay

-0
2

Sep
-0

2

Ja
n-

03

M
ay

-0
3

Sep
-0

3

Ja
n-

04

M
ay

-0
4

R
el

at
iv

e 
P

er
fo

rm
an

ce

National MCCs (2) Regional MCCs (3) S&P 500 Index
(1) Ended May 14, 2004. 
(2) Includes: CI, CVH, HUM, PHS, WLP, UNH and HNT.
(3) Includes: SIE and OHP.



The State of the Managed Care Industry – Spring 2004 
 

ARCHITECTS OF CAPITAL  28 

Wall Street Analyst Managed Care Company Report Card 

Shattuck Hammond believes that the collective views of Wall Street analysts represent a strong 
indicator of overall market sentiment regarding stock performance in the MCC industry.  In an 
effort to measure market sentiment, Shattuck Hammond tracks the stock recommendations 
made by each Wall Street analyst for each of the publicly-traded MCCs.  We aggregate and 
weight these recommendations to create our Wall Street Analyst MCC Report Card.  The table 
below summarizes our Wall Street Analyst MCC Report Card for each publicly-traded MCC. 

We also apply an additional weighting factor to account for the breadth of analyst coverage that a 
particular MCC receives.  We believe that broader coverage for a particular company represents 
stronger and more reliable sentiment regarding that particular company.  The recommendations 
used to calculate the table below were all issued within three months of May 14, 2004.   
 

Company Exchange/Ticker 
Average Weighted 

Analyst Score 

National MCCs   

Aetna  (NYSE: AET) 0.67 
CIGNA  (NYSE: CI) 0.12 
Coventry  (NYSE: CVH) 0.71 
Health Net  (NYSE: HNT) -0.14 
Humana  (NYSE: HUM) -0.13 
PacifiCare  (NYSE: PHS) 0.64 
United   (NYSE: UNH) 1.22 
WellPoint  (NYSE: WLP) 0.29 

Anthem (NYSE: ATH) 1.14 

  Average - National  0.50 

Regional MCCs   

Oxford  (NYSE: OHP) -0.12 
WellChoice (NYSE: WC) 0.77 
Sierra  (NYSE: SIE) 0.00 
Molina (NYSE: MOH) 0.22 
AMERIGROUP  (NYSE: AGP) 0.57 
Centene  (NYSE: CNC) 0.64 

  Average - Regional  0.35 

Overall Average  0.44 
 

 BUY: Strong Buy, Recommended List, Buy, Accumulate, Attractive, Outperform, Overweight,  
 Sector Outperform = 1.0; 
 HOLD: Neutral, Hold, Market Perform, Equal Weight, Peer Perform = 0.0;  
 SELL: Sell, Underperform, Reduce, Underweight = -1.0. 

The Wall Street Analyst MCC Report Card provides interesting insights into Wall Street analyst 
sentiment.  The Average Weighted Analyst Scores for the National and Regional MCCs while 
generally modestly positive, have decreased slightly since our Fall 2003 Report.  The Average 
Weighted Analyst Score for the National MCCs ranges from a slightly negative -0.14 for Health 
Net to a bullish 1.22 for United.  On a combined basis, the National MCCs had an Average 
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Weighted Analyst Score of 0.50 which is modestly positive. The Average Weighted Analyst Score 
increased slightly for the National MCCs since our Fall 2003 Report, benefiting from the 
addition of Coventry with a positive 0.71 score.   

For the Regional MCCs, the Average Weighted Analyst Score ranges from a slightly negative  
-0.12 for Oxford (the only negative among the Regional MCCs) to a positive 0.77 for 
WellChoice, with a modestly positive average of 0.35.  Although Oxford is being acquired, its 
score primarily reflects analysts’ concerns prior to the announcement over Oxford’s ability to 
sustain its growth with a one market focus.  While all three of the Medicaid MCCs had positive 
scores, with two of the scores relatively strong, they all also decreased since our Fall 2003 Report.  
For the first time in three Reports, the Average Weighted Analyst Score for the Regional MCCs 
was below the Average Weighted Analyst Score for the National MCCs.  The Regional MCC’s 
Average Weighted Analyst Score was particularly hurt by the loss of Mid Atlantic and Coventry. 

Readers should note that the Shattuck Hammond Wall Street Analyst MCC Report Card is a 
synthesis of Wall Street sentiment for anticipated stock performance.  The Wall Street Analyst 
MCC Report Card is not a direct measurement of the quality or financial strength of the 
underlying companies, nor an assessment by us of the accuracy of the analysts’ evaluations of the 
companies in the MCC Report Card.  The companies’ stock prices, as well as analyst sentiment, 
are subject to a variety of factors, only one of which is the future prospects of the underlying 
companies.  Moreover, each analyst uses his or her own subjective criteria for making a particular 
recommendation.  Nonetheless, we believe that the Wall Street Analyst MCC Report Card 
provides a useful snapshot of both overall industry and company specific sentiment.  Changes in 
sentiment over time also provide a useful relative comparison for the industry as a whole and for 
individual companies. 

Financial Performance Analysis (See Exhibit A and B) 

Primarily reflecting continued double-digit premium increases, margins for almost all of the 
National MCCs and the Regional MCCs were higher, compared to the margins reported in our 
Fall 2003 Report.  Health Net was the only MCC whose EBITDA and net income were both 
lower.  Also, for the second time since we began writing these Reports, on a pro forma basis, with 
add-backs for extraordinary and one-time items, all MCCs were profitable.  Furthermore, as we 
have seen over the last few Reports, average margins for the Regional MCCs exceeded the 
margins for the National MCCs.  In addition, within the Regional MCCs, margins for the non-
Medicaid MCCs have remained generally consistent with margins for the Medicaid MCCs.  

National MCCs 

• Excluding CIGNA and Aetna, the mean EBITDA margin for the LTM period ending 
March 31, 2004, was 6.6%, compared to 5.5% in our Fall 2003 Report.  Once again, 
United achieved the highest EBITDA margin at 10.7% and Humana had the lowest 
EBITDA margin at 3.1%.  Aetna and CIGNA were excluded from this analysis due to the 
fact that each has significant operating income generated from non-healthcare assets and 
various financial assets.  EBITDA is often used as a proxy for cash flow, which also enables an 
analyst to focus on operational performance of a business by excluding the impact of balance 
sheet related items such as interest income and expense.  United has generally had the 
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strongest EBITDA margin among the National MCCs, an indication of its business mix (see 
page 15), management and acquisition savvy.   

• The mean net income margin for the LTM ending March 31, 2004, was 4.4%, compared to 
3.4% in our Fall 2003 Report.  United achieved the highest net income margin at 6.7% and 
Humana had the lowest net income margin at 2.1%.   

• For the LTM ending March 31, 2004, medical expenses as a percentage of premium revenue 
(alternatively, the “Medical Loss Ratio” or “MLR”) averaged 81.2% compared to 82.0% in 
our Fall 2003 Report.  Aetna had the lowest MLR at 76.8%, and Health Net had the highest 
MLR at 85.9%.   

Regional MCCs 

• The mean EBITDA margin for the LTM ending March 31, 2004, was 8.5%, compared to 
7.8% in our Fall 2003 Report.  Oxford achieved the highest EBITDA margin at 10.1%. 

• The mean net income margin was 5.2% for the LTM ending March 31, 2004, compared to 
4.9% in our Fall 2003.  Oxford once again had the highest net income margin at 6.5%, 
compared to 6.5% in our Fall 2003 Report and Centene had the lowest net income margin 
at 4.3%. 

• The mean MLR was 82.3% for the LTM ending March 31, 2004, compared to 82.9% in 
our Fall 2003 Report.  Oxford and WellChoice had the lowest and highest MLRs at 79.9% 
and 85.3%, respectively.   

Valuation Analysis (See Exhibits A and B).   

Mean valuation multiples at May 14, 2004, for both the National MCCs and Regional MCCs 
were lower than valuation multiples in our Fall 2003 Report.  However, this was partially due to 
different companies in the indices (Mid Atlantic was acquired, Coventry was moved to the 
National MCCs), pending acquisitions (Oxford,  WellPoint/Anthem) or issues with specific 
companies.  United continued as the MCC commanding a premium valuation with superior 
valuation multiples across the board. In this regard, United is one of the few companies that 
experienced an increase in all of its valuation multiples compared to our Fall 2003 Report. 

National MCCs 

• On a Total Market Value (equity value plus debt, less net working capital) to Revenue 
(“Revenue Multiple”) basis, the National MCCs had a mean multiple of 0.67x as of May 14, 
2004, compared to 0.54x in our Fall 2003 Report.  United achieved the highest Revenue 
Multiple of 1.34x and Humana had the lowest Revenue Multiple at 0.19x. Humana and 
Health Net generally had the lowest valuation multiples.  Both companies disappointed Wall 
Street with their earnings for the quarter ended March 31, 2004 and with their outlook for 
future earnings. 

• On a Total Market Value-to-Commercial Equivalent Member multiple (“Member 
Multiple”) basis, the National MCCs had a mean member multiple of $1,969 per member as 
of May 14, 2004, compared to $1,644 per member in our Fall 2003 Report.  Similar to our 
last four Reports, United had the highest Member Multiple at $4,854 per member. Health 
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Net had the lowest Member Multiple at $580 per member.  Although per member 
valuations are a common valuation tool in the managed care industry, they have become 
increasingly less reliable as an index of value, especially for the National MCCs.  Issues 
affecting this valuation methodology include: (i) growth of specialty medical businesses 
(dental, pharmacy, behavioral health, etc.) whose members are difficult to convert into 
commercial member equivalents; (ii) difficulty determining appropriate conversion factors 
for Medicare, Medicaid and indemnity members; (iii) difficulty determining which members 
are partial risk members as well as difficulty determining an appropriate conversion factor for 
such members; and (iv) in the case of CIGNA and Aetna, significant non-healthcare 
business.   

• On a Total Market Value-to-EBITDA multiple (“EBITDA Multiple”) basis, the National 
MCCs had a mean EBITDA multiple of 8.5x as of May 14, 2004, compared to 8.8x in our 
Fall 2003 Report.  United achieved the highest EBITDA Multiple of 12.5x and Health Net 
had the lowest multiple at 5.5x.   

• On a projected price-to-earnings basis (“P/E Multiples”), the National MCCs had a calendar 
year 2004 mean P/E Multiple of 12.7x and a calendar year 2005 P/E Multiple of 11.0x as of 
May 14, 2004, compared to projected P/E Multiples of 12.7x and 11.1x in our Fall 2003 
Report.  United had the highest 2004 and 2005 projected P/E Multiple of 16.5x and 14.2x, 
respectively.  Humana had the lowest projected P/E Multiples, with a 2004 projected P/E 
Multiple of 10.3x and a 2005 projected P/E Multiple of 9.2x.   

Regional MCCs 

• The Regional MCCs had a mean Revenue Multiple of 0.68x as of May 14, 2004, compared 
to 0.69x in our Fall 2003 Report.  Sierra enjoyed the highest Revenue Multiple at 1.04x.  
WellChoice had the lowest Revenue Multiple at 0.41x. 

• The Regional MCCs had a mean Member Multiple of $1,549 per member as of May 14, 
2004, compared to $1,348 per member in our Fall 2003 Report.  Sierra achieved the highest 
Member Multiple at $2,937 per member, while WellChoice experienced the lowest Member 
Multiple at $752 per member. 

• The mean EBITDA Multiple was 8.0x as of May 14, 2004, compared to 8.8x in our Fall 
2003 Report.  Sierra had the highest EBITDA Multiple at 11.0x, while AMERIGROUP 
had the lowest EBITDA Multiple at 5.8x. 

• The calendar year 2004 mean P/E Multiple was 14.5x and the calendar year 2005 mean P/E 
Multiple was 12.7x as of May 14, 2004, compared to 13.7x and 12.4x, respectively in our 
Fall 2003 Report.  Molina had the highest forward P/E Multiple, with a 2004 P/E Multiple 
of 17.4x and 2005 P/E Multiple of 14.3x.  Oxford had the lowest forward P/E Multiple, 
with a 2004 P/E Multiple of 12.3x and a 2005 P/E Multiple of 11.2x.   
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Closing Thoughts 

The Chessboard 

Strategically, the acquisition game is like playing chess.  Over time, the players attempt to 
leverage their unique market or financial advantages to drive their opponents into a corner.  
However, in chess, both sides start out with the same pieces (“resources”).  On our MCC 
chessboard, we now see players whose financial and market resources dramatically exceed those of 
their competitors, and the large ones show every tendency to want to get larger.  This is logical, 
because financial markets have always rewarded consolidators.  Already, the emerging mega-
players have extensive geographic and product reach, sophisticated systems, and Wall Street 
sponsorship that could eclipse their smaller competitors.  We believe that the dynamics of 
competition will change.  Moreover, although anti-trust regulations have not been a particularly 
effective tool in thwarting consolidation in the MCC field up to now, we are aware of greater 
governmental scrutiny of transactions. 

Medicare’s Next Act – May Be a Short One 

Medicare+Choice has changed its name to Medicare Advantage, spawning a slew of new 
acronyms in Washington D.C., and other places.  Medicare beneficiaries are trying to decide if 
they like their new Medicare drug benefit (if indeed they have one), and we are trying to figure 
out who is going to pay for all this.  With the election in November, it was a pretty sure bet that 
Congress and the White House would find a way to pass some legislation that would help them 
appeal to seniors, who of course are very active voters.  Even the AARP was converted to this 
initiative.  And those MCCs that stayed in Medicare+Choice were rewarded by out-of-cycle 
premium increases, in some cases as much as $100 pmpm.  However, as we look at the numbers, 
we cannot see how the working population in America will be able to fund the new Medicare 
benefits.  We’re betting that the celebration will end shortly after the election, when the next 
budget reconciliation bill will begin to emerge. 

The Underwriting Cycle Isn’t Cycling 

As this monograph goes to press, MCCs are beginning to develop their premium strategies for 
the January 1, 2005 renewal cycle.  So far, we have every indication that employers again will be 
seeing eye-popping premium increases, probably in double digits.  Although the economy has 
improved, we believe that one of the reasons improvement in full-time employment numbers has 
lagged is the reluctance of employers to absorb the significant healthcare costs that accompany 
adding new employees.  If, as we anticipate, the underwriting cycle shows little inclination to 
move in favor of employers and away from MCCs and providers, we would not be surprised to 
see more accelerated benefit buy-downs, increases in employee cost sharing and some greater 
willingness to experiment with HSAs and consumer directed health plans. 
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Shattuck Hammond Partners LLC

630 Fifth Avenue
Suite 2950
New York, NY 10111

212.314.0400 tel
212.314.0444 fax

601 California Street
Suite 2150
San Francisco, CA 94108

415.788.6900 tel
415.788.0822 fax

3290 Northside Parkway
Suite 925
Atlanta, GA 30327

404.846.1800 tel 
404.846.1801 fax

123 North Wacker Drive
Suite 930
Chicago, IL 60606

312.541.6400 tel
312.541.6444 fax
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