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The ñPerfect Stormò Has Been 
Developing in California

ÅChanges to the TPA business

ÅShortage of skilled labor

ÅLack of comprehensive regulation

ÅReform has made some TPAs ñhungrierò

ÅEmployers demanding more accountability
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The TPA Business

ÅOver 1,000 P&C / workersô compensation TPAôs

ÅFewer than 40 TPAôs have $20 million of revenue

ÅMost large TPAôs are subsidiaries of: 
Ålarge brokers
Ålarge carriers

Å90% have revenues less than $5 million dollars

Å50% out of business in five years

Å85% out of business in ten years

Source: TriStar presentation, ñTPA Fraud and Embezzlement,ò 2004 PRIMA Western Regional Conference 
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In California, The Labor Pool for 
Claims Adjusters Is Not Helping

ÅThere is a a shortage of skilled claims adjusters in 
California

ÅSignificant turnover at even the best TPAs

ÅWorst TPAs can have turnover of claims staff of 40% 
or more each year

ÅHeavy reliance on temporaries not the answer
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In California, TPA Regulation Is Not 
Comprehensive

ÅOne agency license TPAs and audits reserves

ÅAnother agency audits TPA ñperformanceò in terms of 
on-time benefit delivery and reserves

ÅNo one audits TPA performance in terms of timely 
contacts, investigation, closure, adherence to best 
practices
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Inevitable Impacts

ÅGap in internal controls: 

ÅEnd up paying far too much for your workersô compensation 
program

Å Increased benefit costs 

Å Increased vendor and third party costs as well.

ÅMay end up having to restate your liabilities (Costco, 
IBC, Goodyear)

ÅMay end up in expensive litigation
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Increasing Focus on Errors and 
Omissions Issues

ÅTPAs owe their clients certain duties:

ÅDuty to follow the contract

ÅDuty to comply with all applicable statutes and regulations

ÅCommon law duties of due care   

ÅThe internal ñBest Practicesò define these duties

ÅFailure to discharge these duties can have E & O 
ramifications


