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TERMINATION OF INDIVIDUAL HEALTH
POLICIES BY INSURANCE COMPANIES

TUESDAY, JUNE 16, 2009

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON OVERSIGHT AND INVESTIGATIONS,
COMMITTEE ON ENERGY AND COMMERCE,
Washington, DC.

The subcommittee met, pursuant to call, at 10:08 a.m., in Room
2123 of the Rayburn House Office Building, Hon. Bart Stupak
[chairman of the subcommittee] presiding.

Members present: Representatives Stupak, Braley, Schakowsky,
Green, Sutton, Dingell, Waxman (ex officio), Walden, Deal, Bur-
gess, Gingrey and Barton (ex officio).

Staff present: Karen Lightfoot, Communications Director, Senior
Policy Advisor; Theodore Chuang, Chief Oversight Counsel;, Mike
Gordon, Deputy Chief Investigative Counsel; Scott Schloegel, Inves-
tigator, Oversight and Investigations, Daniel Davis, Professional
Staff Member; Ali Golden, Investigator; Jennifer Owens, Special
Assistant; Jennifer Berenholz, Deputy Clerk; Lindsay Vidal, Spe-
cial Assistant; Julia Elam, Fellow; Paul Jung, Public Health Serv-
ice Detailee; Karen Christian, Counsel; Krista Rosenthall, Counsel,
Alan Slobodin, Chief Counsel for Oversight; and Sean Hayes, Coun-
sel.

OPENING STATEMENT OF HON. BART STUPAK, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF MICHIGAN

Mr. STUPAK. This meeting will come to order.

Today we have a hearing entitled “Terminations of Individual
Health Policies by Insurance Companies.” The chairman, the rank-
ing member and the chairman emeritus will have 5 minutes for an
opening statement. Other members of the subcommittee will be
recognized for 3 minutes.

Before we begin, I am going to ask unanimous consent that the
contents of our document binder be entered into the record pro-
vided that the committee staff may redact any information that is
business proprietary, relates to privacy concerns or is law enforce-
ment-sensitive. Without objection, the documents will be entered
into the record and we will ask that a copy of our document binder
be placed at the front table in case witnesses wish to refer to it.

I am going to begin opening statements. I will start with my
opening statement for 5 minutes.

Every night across America, more than 45 million Americans go
to sleep without health insurance coverage. They do so in fear of
a nightmare scenario of developing a catastrophic illness and being
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unable to pay for treatment. It is this fear that has caused many
hardworking Americans who are not covered by an employer or
government-sponsored health care plan to purchase individual
health insurance policies. But those Americans fortunate enough to
afford individual health care coverage are not immune from the
nightmare scenario. That is because a practice called health insur-
ance rescission.

Here is what happened to one victim of rescission. Otto Raddatz
was a 59-year-old restaurant owner from Illinois who was diag-
nosed with an aggressive form of non-Hodgkin’s lymphoma, a can-
cer of the immune system. He underwent intensive chemotherapy
and was told that he had to have a stem cell transplant in order
to survive. With coverage provided by his individual insurance pol-
icy, he was scheduled to have the procedure performed. But then
his insurance company suddenly told him it was going to cancel his
insurance coverage. Otto could not pay for the transplant without
health insurance. The stem cell transplant surgery was cancelled.
The insurance company told him that it found when he applied for
his insurance, he had not told the company about a test that had
shown that he might have gallstones and an aneurysm, or weak-
ness of the blood vessel wall. In fact, Otto’s doctor had never told
him about these test results. He didn’t have any symptoms, and
these conditions did not have anything to do with his cancer, but
the insurance company was going to rescind his policy, effectively
tearing up the contract as if it never happened and it would not
pay for his stem cell transplant.

Otto made a desperate plea to the Illinois Attorney General’s Of-
fice seeking help to get his insurance company to reverse its deci-
sion. He told them, and I quote, “I was diagnosed with non-Hodg-
kin’s lymphoma. It is a matter of extreme urgency that I receive
my transplant in 3 weeks. This is an urgent matter. Please help
me so I can have my transplant scheduled. Any delay could threat-
en my life.” The Illinois Attorney General’s Office launched an in-
vestigation, confirmed that Otto’s doctor had never even told him
about the test findings and sent two letters to press the insurance
company to reinstate his policy. The company relented and Otto re-
ceived his stem cell transplant. He was able to live 3 more years
before passing away earlier this year.

Otto was one of the lucky ones. This committee has concluded an
investigation into the practice of health insurance rescission and
results are alarming. Over the past 5 years almost 20,000 indi-
vidual insurance policyholders have had their policies rescinded by
three insurance companies who will testify today: Assurant, United
Health Group and WellPoint. From a review of case files, the com-
mittee has identified a variety of abuses by insurance companies
including conducting investigation with an eye toward rescission in
every case in which a policyholder submits a claim relating to leu-
kemia, breast cancer or any of a list of 1,400 serious or costly med-
ical conditions, rescinding policies based on an alleged failure to
disclose a health condition entirely unrelated to the policyholder’s
current medical problem, rescinding policies based on policyholder’s
failure to disclose a medical condition that their doctors never told
them about, rescinding policies based on innocent mistakes by pol-
icyholders in their applications, and rescinding coverage for all
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members of a family based on a failure to disclose medical condi-
tion of one family member.

The investigation has also found that at least one insurance com-
pany, WellPoint, evaluated employee performance based in part on
the amount of money its employees saved the company through ret-
roactive rescissions of health insurance policies. According to docu-
ments obtained by the committee, one WellPoint official was
awarded a perfect score of five for exceptional performance based
on having saved the company nearly $10 million through rescis-
sions. These practices reveal that when an insurance company re-
ceives a claim for an expensive lifesaving treatment, some of them
will look for a way, any way, to avoid having to pay for it. This is
eerily similar to what we found last year in our investigation of
long-term-care health insurance policies where unscrupulous sales-
people would sell policies to seniors, then change or revoke the poli-
cies once the enrollee was locked into a plan and making payments.

The companies who engage in these rescission practices argue
that they are entirely legal, and to an extent, they are, but that
goes against the whole point of insurance. When times are good,
the insurance company is happy to sign you up and take your
money in the form of premiums but when times are bad and you
are afflicted with cancer or some other life-threatening disease, it
is supposed to honor its commitment and stand with you in your
time of need. Instead, some of these companies use a technicality
to justify breaking its promise at a time when patients are too
weak to fight back.

I would also like to mention and compliment the staff on their
supplemental information regarding the individual health insur-
ance market. It is attached to my opening statement and will be
part of the record.

Today we will hear from victims of this practice of rescissions as
well as three of the leading companies that engage in it. We hope
to learn more about this problem so that we in Congress perhaps
through a comprehensive national health care reform bill can curb
abuses and put an end to this unconscionable practice once and for
all.

I would next like to now turn to my ranking member, Mr. Wal-
den from Oregon, for an opening statement, please.

Mr. WALDEN. Thank you, Mr. Chairman. Before I give my open-
ing statement, I just want to clarify something. You indicated in
your opening statement you do plan to put this supplemental infor-
mation in the record?

Mr. STUPAK. Yes, sir. I am going to attach it as part of my open-
ing statement. This is the supplemental information regarding the
individual health insurance market dated June 16. I realize a lot
of members haven’t had time to look at it. I know they were put-
ting it together last night. In the last couple days they went
through about 50,000 pages, and it just helps members for ques-
tioning so I wanted to put it in there because it is supplemental,
and members can use it in questioning witnesses.

Mr. WALDEN. OK. I misunderstood what you were saying then.
I thought you told me you weren’t going to put it in since the mi-
nority didn’t see this until 9:20 this morning.
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Mr. STUPAK. Right. I wasn’t going to put it in as part of the docu-
ment binder so I will put it as part of my opening statement and
then it is attributable to me and the majority side and not the mi-
nority side, because as you had indicated, it is on committee sta-
tionery and Mr. Barton had not had time to see it so I did not want
to say that Mr. Barton approved so I just made it part of my open-
ing statement.

Mr. WALDEN. I appreciate that.

Mr. StuPAK. Thank you.

Mr. WALDEN. I hope in the future we can work those things out
in advance as we have in most hearings in the past.

Mr. STUPAK. I agree.

OPENING STATEMENT OF HON. GREG WALDEN, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF OREGON

Mr. WALDEN. Today’s hearing is the second in a series of hear-
ings investigating the individual health insurance market. Approxi-
mately 16 million Americans have individual health insurance poli-
cies. Once people apply and are issued their insurance cards, they
breathe a sigh of relief and figure their health care is covered. Un-
fortunately, that sigh of relief may turn into a frenzied panic if the
Friday before the Monday a patient is to undergo a double mastec-
tomy she receives a call from her insurance company saying her in-
surance has been cancelled and they will no longer pay any claims.
This is what happened to one of our witnesses here today, Ms.
Robin Beaton from Texas, Ranking Member Barton’s constituent.
We will also hear from Mrs. Horton and Mrs. Raddatz where the
threat or actual termination of insurance policies caused pain, frus-
tration and great expense.

While we may be here to discuss valid uses for and procedural
aspects of rescissions, medical underwriting and other corporate
practices, there are some actions we should no longer allow insur-
ance companies to do. Playing gotcha with policyholders who have
serious illnesses and huge expenses must stop. Insurance compa-
nies cannot wait until customers are sick or filing claims to verify
their medical history and decide whether or not they want them as
a customer. This is what they are supposed to be doing when they
sign the member up. If the company does not conduct a review of
unclear or incomplete information on the application, then the plan
should not use subsequently acquired information as a basis for re-
scinding coverage. This practice is known as post-claims under-
writing. The company should conduct its due diligence at the time
the application is filled out and submitted prior to issuing coverage.
Rescission should not be a license to find loopholes by investigating
someone’s medical history whenever they file a claim well after
being accepted for coverage, not if the company hurried through
the application process, not if the company blindly accepted most
applicants and not if the company gladly collected their money with
no questions asked. This is inappropriate and it should be stopped.

I understand that companies just like the federal government
need ways to protect themselves from insurance fraud, which does
occur. Some applicants willfully lie on the application to get insur-
ance and pay lower premiums. This increases the cost of coverage
for the insurers and other policyholders. When a company discovers
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this behavior and believes rescission is the appropriate action, the
burden must rest on the insurer. The company should prove the in-
sured failed to disclose material information that he or she was
aware of at the time of the contract that would have resulted in
different contracts altogether. After all, the company has the
money, employees and resources to meet that burden. They are the
ones making the assertion and they are the ones ultimately deny-
ing the coverage. It is not enough for companies just to send a let-
ter to the insured stating that an investigation into their file has
begun, and if they choose to send in any additional information to
the company. The company needs to attempt to communicate di-
rectly with the insured, his or her doctor and review all pertinent
information to prove the insured did make a material
misstatement.

The majority requested all cases files that resulted in rescission
in 2007 in four States. For United, this was 206 case files, for
Assurant, this was 321 case files, and for WellPoint, this was 742
case files. To date, the committee has received more than 650 of
these case files. My staff had the opportunity to review several of
these files including working all weekend. In some, there is docu-
mentation or evidence that the insured intentionally withheld per-
tinent medical information that would have affected their coverage.
In others, it is unclear whether the applicant was even aware of
the condition or notation cited by an investigator in an old medical
chart as evidence to rescind.

Today three individual policyholders will explain their stories
and illustrate how they were unaware of conditions, symptoms or
other possible diagnoses that were written in a medical chart but
never expressed to the patient. So you have to ask yourself, can a
person make a material omission or a misstatement if he or she
was not aware of a fact? I don’t think so. But if I am wrong, I want
the companies to explain it to me.

In 2008 and 2009, these companies entered into settlement
agreements with rescinded policyholders and providers in sums
topping tens of millions of dollars. Some of the companies remain
in litigation with other rescinded policyholders. I also recognize
some of these companies have initiated internal reforms. These in-
clude steps to improve their application process, improve commu-
nication with the insured during the investigation and rescission
process and offer independent third-party review of rescission deci-
sions if requested by the policyholder.

I want to know what appropriate actions Congress can take and
what else these companies can do better to ensure that all Ameri-
cans have access to health care coverage. Health care reform is
coming and we need to have a better understanding of the indi-
vidual health insurance market and its practices. We need to figure
out first and foremost how to make qualify health insurance afford-
able and reliable while keeping protections in place to combat in-
surance fraud. I hope that as this process moves forward we work
in a bipartisan way to design a system that achieves the ultimate
goal of getting those who need medical care the attention they
need. Thank you.

Mr. StuPAK. Thank you, Mr. Walden.

Mr. Waxman for an opening statement, please.
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OPENING STATEMENT OF HON. HENRY A. WAXMAN, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF CALI-
FORNIA

Mr. WAXMAN. Thank you very much, Mr. Chairman.

Today we are going to hear the results of a yearlong Congres-
sional investigation into abuses in the individual insurance market.
We began this investigation last year when I served as chairman
of the House Oversight Committee and we continued it this year
with Chairman Stupak’s leadership as the chairman of the Over-
sight Subcommittee of Energy and Commerce. As part of this in-
vestigation, we conducted a 50-State survey of insurance commis-
sioners and we sent document requests to some of the largest com-
panies that offer individual health insurance. We received more
than 116,000 pages of documents and our staff talked with many
policyholders who had their insurance policies cancelled after they
became ill. Some of them are here today to testify, and I thank
them very much for being here.

Overall, what we found is that the market for individual health
insurance in the United States is fundamentally flawed. One of the
biggest problems is that most States allow individual health insur-
ance policies to deny coverage to people with preexisting conditions.
So if you lose your job and you can’t qualify for a government pro-
gram like Medicare or Medicaid, it is nearly impossible to get
health insurance if you are sick or have an illness. This creates a
perverse incentive. In the United States, insurance companies com-
pete based on who is best at avoiding people who need lifesaving
health care, and this incentive manifests itself in a wide variety of
controversial practices by the insurance companies when we know
that when people apply for insurance policies and they put down
that they have some preexisting condition, they are going to be de-
nied. But what we found is that when people with individual poli-
cies become ill and then they submit their claims for expensive
treatments, then insurance companies launch an investigation.
They scour the policyholder’s original insurance application and the
person’s medical records to find any discrepancy, any omission or
any misstatement that could allow them to cancel the policy. They
try to find something, anything so they can say that this individual
was not truthful in that original application. It doesn’t have to even
relate to the medical care the person is seeking and often it doesn’t.
You might need chemotherapy for lymphoma, but then when the
insurance companies find that your coverage was based on a failure
to disclose gallstones, well, they want to cancel your policy after
the fact. It may come as a surprise to most people but the insur-
ance companies believe they are entitled to cancel the policies even
when these omissions or discrepancies are completely unintentional
and they believe that they have the right to cancel policies even
when someone else like an agent who sold the policy was respon-
sible for the discrepancy in the first place.

In addition, they can terminate coverage not just for the primary
policyholder but they go to terminate the policies for the entire
family including innocent children who did nothing wrong. Some
insurance companies launch these investigations every single time
a policyholder becomes ill with a certain condition. In other words,
if you happen to have ovarian cancer, you should be prepared to
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Ee investigated. It is the same with other conditions such as leu-
emia.

In the written statements for today, the three insurance compa-
nies downplay the significance of these practices, arguing that re-
scissions are relatively rare. But these three companies saved more
than $300 million over the past 5 years as a result of rescissions,
and I am sure they view this amount as significant. More impor-
tantly, however, these terminations are extremely significant to the
tens of thousands of people who needed health care and couldn’t
get it during these 5 years because their policies were rescinded.

In my opinion, of course, the solution to these problems is to pass
comprehensive health reform legislation and based on the written
testimony I think the three insurance companies testifying here
today agree with that assessment. But until that happens, insur-
ance companies deny people coverage if they have a preexisting
condition and then afterwards if they gave them the coverage for
insurance they want to see if there is some reason they can rescind
it after the fact, after they have already given out the insurance
to see if they can rescind that policy. I think it is shocking. It is
inexcusable. It is a system that we have in place and we have got
to stop.

Mr. Chairman, I am pleased that you are holding this hearing
and I thank you for the time allotted to me.

Mr. STUPAK. Thank you, Mr. Waxman.

Mr. Barton for an opening statement, please.

OPENING STATEMENT OF HON. JOE BARTON, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS

Mr. BARTON. Thank you, Mr. Chairman.

This is my month for witnesses from Waxahachie, Texas. Last
week we had Mr. Frank Blankenbecker, who is the owner of Car-
lisle Chevrolet in Waxahachie. Today we have Ms. Robin Beaton,
who is a citizen of Waxahachie. So I want to extend to her my very
best wishes and let her and the other two panelists on this first
panel know that there is nothing to be afraid of. You speak for tens
of thousands if not hundreds of thousands of American citizens,
and the country is very interested through the auspices of this
hearing to hear your story, so we appreciate all three of you being
here.

This is an important hearing. It addresses part of the need to re-
form our health care system. We are going to hear today about a
problem under the current system that can occur in the handling
of individual health insurance policies when claims are actually
submitted for coverage under those policies. As I just said, I want
to extend a warm welcome to our first panel of witnesses. Each of
you has a personal story that you wish to share and we know that
it is a story that is worth hearing. We also know that it takes cour-
age to testify, and as I just said, there is nothing to be afraid of
at this hearing today.

We hear of problems as Congressmen and -women when our con-
stituents tell us what those problems actually are. Today we are
going to hear from one of my constituents, Ms. Robin Beaton. No
one should have to go through what she has had to go through the
last several years. In June of last year, she was diagnosed with an
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aggressive form of breast cancer and her doctor said that she need-
ed immediate surgery. The Friday before the Monday that she was
to undergo a double mastectomy, she received a letter from her car-
rier, Blue Cross of Texas, that rescinded her insurance policy. The
letter stated that the company would not pay for the surgery. The
letter further informed Ms. Beaton that an investigation into her
claim for benefits when the company had thoroughly reviewed her
medical records that she submitted when she applied for the cov-
erage and that they discovered that she had misinformed them on
several pieces of information. One of them was that she didn’t list
her weight accurately, and the other, that she failed to disclose
some medication that she had taken for a preexisting heart condi-
tion. The record will show that she was not taking that medication
at the time that she submitted her initial application for coverage.
Robin’s claim in June of 2008 was not for weight control, it was not
for a heart condition, it was for cancer surgery, a double mastec-
tomy for breast cancer, yet her policy was rescinded 3 days before
that surgery was scheduled to take place. It was bad enough that
she had to deal with the trauma of breast cancer but to be denied
coverage right before potentially lifesaving surgery quite frankly is
something that no human being should have to undergo. She had
no insurance and no way to pay for her scheduled surgery. So obvi-
ously it was postponed.

She called my office. My staff went to work. They had several
conference calls with officials of Blue Cross/Blue Shield. In those
conference calls, Blue Cross and Blue Shield was unyielding. They
were adamant. It went to the counsel, the general counsel of Blue
Cross/Blue Shield and that individual said there was no way they
were going to reinstate her coverage. Never take no for an answer.
I called the president of Blue Cross/Blue Shield. I appealed to him
personally, gave him the facts as I knew them, and he promised
that he would personally investigate Ms. Beaton’s case, and he fur-
ther promised that if the facts were as she said and I said, that
her coverage would be reinstated. Good to his word, the president
called me back within 4 hours and said that Ms. Beaton’s coverage
would be reinstated. However, precious time was lost. Luckily for
Robin, she was finally able to get the surgery, not through Blue
Cross/Blue Shield though, as I understand it. She is now under-
going chemotherapy because the cancer has spread to her lymph
nodes, but she is still with us, thank God, and she is here today
to tell us her personal story.

Robin’s situation was what caused me to draft an amendment to
Representative DeLauro’s breast cancer bill last year to protect
people like Robin by prohibiting rescissions of health insurance if
non-disclosure of information is not related to the claim, not related
to the claim and inadvertent. There is no reason on God’s green
earth that somebody ought to have their health insurance revoked
because of some inadvertent omission that is not related to the
claim that is being submitted to the health insurance company.
This bill with my amendment passed the House last year but it
died in the Senate. It has been reintroduced and hopefully it will
pass this year. I support the right of an applicant to request a
third-party independent review of an insurer’s rescission prior to
pending or denying payments of claims. I understand that there is
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another side to this story. I understand that there are people that
do try to scam insurance companies. I understand that there is a
rule of reason, but again, if somebody inadvertently omits some-
thing or there is something that is not material to the claim, that
claim in my opinion should be paid, end of story.

As we head towards reforming health care, it is important that
we promote honesty on behalf of the insured and the insurers. Con-
gress needs to be confident that there are consumer protections in
place to protect people like Robin Beaton as well as procedures for
companies to protect themselves from insurance fraud. Companies
need to have open and clear rules on when they terminate policies.
Applicants need to be truthful when applying for coverage. Every
American, and this is something that members on both sides of the
aisle support, needs to have access to affordable, quality health
care.

This is an important hearing towards that goal, Mr. Chairman,
and I thank you for holding it. I also think that we should give spe-
cial condition to one of our panelists here on the dais. The
gentlelady from Chicago injured herself yesterday and has a broken
leg and yet she is here today at this health care hearing, so appre-
ciate Ms. Schakowsky here.

Ms. SCHAKOWSKY. And fortunately with good health insurance,
so I am happy about that too.

Mr. BARTON. And again, thank you, Mr. Chairman, for holding
this hearing.

Mr. StuPAK. Thank you, Mr. Barton, and thank you again for
helping us obtain witnesses for this hearing.

Mr. Dingell for an opening statement, please.

OPENING STATEMENT OF HON. JOHN D. DINGELL, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF MICHI-
GAN

Mr. DINGELL. Thank you, Mr. Chairman, and I commend you for
holding this hearing on the rather vicious practice of post-claims
underwriting and the detrimental effect that such practices have
on hundreds of Americans, and I want to thank the witnesses for
appearing in what I hope will be an informative hearing today on
which the committee may begin some actions to correct what ap-
pears to be a very serious abuse, and I remember, Mr. Barton, the
way we worked together on this and your outrage last year when
we were addressing similar questions.

Health care costs have risen sharply. In response to this, insur-
ance providers have taken drastic measures to reduce costs and to
improve profit margins. Unfortunately, the health insurance indus-
try is attempting to do so by giving in to unscrupulous industry
practice including the practice of post-claims underwriting. I want
to be clear. I have no sympathy for individuals who intentionally
misrepresent their health status in the applications they submit for
health insurance coverage. These actions are dishonest and have a
negative impact on the cost of health care for everyone else, and
they are clearly wrongdoing and they should be punished. How-
ever, I have far less sympathy for health care providers and insur-
ance providers who have made it a customary practice to exploit
current laws meant to protect individuals and to take advantage of
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the most vulnerable Americans in order to turn a profit. They do
this by seeing to it that they avoid risk as opposed to practicing
good insurance practices.

As we have seen time and time again, insurance providers have
made a living out of refusing to compete on quality and choosing
instead to compete by avoiding financial obligations at all costs. In
the current market, health insurance providers are allowed to pick
and choose whom they will cover in the individual market. We
have allowed this cherry picking or cream skimming to go on for
years, but when we weren’t looking the industry decided to up the
ante. In some cases, industry underwrote countless claims for indi-
viduals that cherry picked and then it began to quietly punish
those individuals if they got sick and used their insurance for its
intended purpose, to cover major medical claims. In some cases, in-
dustry didn’t just drop the individual policyholder but retroactively
rescinded the contract as if the agreement had failed to exist. They
refused to pay hospitals, doctors and nurses that sought reimburse-
ment for services rendered.

To our witnesses who are appearing this morning to share their
personal experience with post-claims underwriting, we will work to
ensure these practices come to a sharp end. To the CEOs testifying
this morning, I would like them to know this: We don’t regulate for
the fun of it. We regulate when the private sector refuses to honor
its commitments to the American public. As we work to reform the
Nation’s health care system, we will work to reform the current
health insurance market. We will work to ensure such reform will
prohibit insurers from excluding preexisting conditions or engaging
in any other unfair and discriminatory practice. We will also work
to ensure these reforms include fair grievance and appeals mecha-
nisms, very much lacking in the insurance world today, and will
ensure information transparency and plan disclosure. These new
reforms alone will not fix the problems. We will also have to work
to ensure that there is strong oversight on both the federal and
state level. Furthermore, these insurance industry practices are
precisely the reason why we need a public health insurance option
included in our proposal to reform the health care system, a public
plan that leads by example and competes through quality and inno-
vation rather than unfair industry practices is what is needed to
keep the private industry in the insurance business honest.

Thank you, Mr. Chairman.

Mr. STUPAK. Thank you, Mr. Dingell.

Next for a 3-minute opening statement, Mr. Gingrey.

OPENING STATEMENT OF HON. PHIL GINGREY, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF GEORGIA

Mr. GINGREY. Mr. Chairman, thank you.

Generally, insurance is a form of risk management that allows
individuals to pay a monthly premium in exchange for a company
taking on their financial risk in the event of a health care cata-
strophic loss. Health insurance, on the other hand, is not typical
insurance. For a monthly premium, individuals purchase health in-
surance to financially support them in the event of a catastrophic
incident such as a broken leg, as the gentlelady from Chicago just
recently experienced, or major surgery. Patients also use their in-
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surance for such things as doctor visits or monthly prescriptions.
In many respects, health insurance has become the means by
which patients see their providers and they receive treatment.

Primary responsibility for regulating the individual health insur-
ance market rests with the State regulators. However, in the
Health Insurance Portability and Accountability Act of 1996,
HIPAA, Congress made very clear that an individual insurance pol-
icyholder has a right to guarantee renewability. In other words, an
insurer must renew or continue an individual’s existing coverage
unless some specific exception is made. Those exceptions include a
policyholder moving out of a network plan service area, or if the
policyholder intentionally misrepresents a material fact concerning
their condition when contracting with the insurer.

I believe it is unfair for an individual to be denied coverage for
a claim when he or she has been upfront about their condition.
They played by the rules of the contract. They paid their premiums
on a regular timely basis only to be denied coverage when a health
care incident arises as described by my colleague, Mr. Walden,
what we would call post-claims underwriting. The impact it has on
patients and their loved ones can be devastating. I have actually
personally experienced that in my own family and it literally took
an act of Congress to change that.

With these things in mind, I look forward to the testimony of our
witnesses today. I want to thank the entire panel, this first panel
particularly, as well as the second panel for coming in today and
sharing your stories with us, and Mr. Chairman, I look forward to
the hearing and to the questions, and at this time I yield back.

Mr. STuPAK. Thank you, Mr. Gingrey.

Mr. Green of Texas for an opening statement, please.

OPENING STATEMENT OF HON. GENE GREEN, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS

Mr. GREEN. Thank you, Mr. Chairman, and I think all of us ap-
preciate you calling this hearing today because like my ranking
member from Texas talked about, we deal with this all the time
through our constituents, and as a State legislator in Texas, we
have had that same problem for many years, and I appreciate you
bringing this out and hopefully we will address this in our health
care reform. I want to thank our witnesses for being here today.

Most individuals in the country have health insurance through
their employer, Medicare or Medicaid. But millions of Americans do
not have insurance through their employers or through the public
market so they turn to the individual insurance market to pur-
chase insurance policies. Individuals who purchase the insurance
through the individual market must go through an application
process and supply their medical history including any mental,
physical or chronic conditions. Insurance companies are supposed
to review those applications and review the applicant’s medical his-
tory before approving the individual for coverage. Oftentimes this
medical history never occurs and the insurance companies will
cover individuals who have conditions they would not necessarily
cover. These individuals believe their coverage is current and when
they submit a claim they often find themselves subject to that med-
ical history investigation and dropped from their insurance and lia-
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ble for all claims under the policy. In other instances, individuals
submit a claim for a serious illness such as cancer and find them-
selves subject to a medical history investigation and dropped from
their policy because the insurance company claims the individual
did not disclose a medical condition when filling out their initial
application. Both these instances leave the individual without
health insurance coverage and uninsurable because they have to
report having their coverage rescinded. Individuals who are under-
going medical treatment for conditions such as cancer are dropped
from their coverage often face life-and-death situations because the
insurance company does not want to pay for their treatments. I
can’t imagine the pain and suffering that these individuals go
through at the expense of an industry seeking healthy patients to
make a profit.

A few States, including Texas, have taken actions to prevent in-
surance companies from post-claims underwriting. As we are work-
ing through health reform, we need to examine the individual mar-
ket and ensure individuals never have to face losing their coverage
for simply using their coverage, and Mr. Chairman, again, I thank
you for calling this hearing. I yield back my time.

Mr. STUPAK. Thank you, Mr. Green.

Mr. Burgess for 3-minute opening statement, please, sir.

OPENING STATEMENT OF HON. MICHAEL C. BURGESS, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS

Mr. BURGESS. Thank you, Mr. Chairman, for the consideration.

Let me just say at the outset, I do believe in the individual mar-
ket. I believe it has a place in this country. Indeed, I was a client
and a customer in the individual market for my family’s coverage
for a period of time. And I also believe that the barriers that we,
the federal government, the Congress puts in place on the indi-
vidual market sometimes creates unnecessary difficulties for the
people who sell in the individual market or the people who wish
to be their customers. But no one can defend, and I certainly can-
not defend the practice of denying coverage after the fact and I can-
not be comforted by the fact or the statements that are made that
this is in fact an infrequent occurrence because as the cases in
front of us at the witness table demonstrated this morning, there
is no acceptable minimum to denying coverage after the fact when
the coverage was duly paid for and entered into in an honest fash-
ion and then only when the coverage was required was it found to
be not there.

Now, I don’t think anyone on either side of the dais believes that
anyone would ever lie about something on a medical history, maybe
fudge your weight a little bit, maybe the number of times we actu-
ally go the gym or what we actually do there, but no one would
willfully do that. The question before us today is, do people inten-
tionally lie in order to manipulate companies into giving them cov-
erage when they know that they have a preexisting condition, and
the legal jargon that we apply to that is rescission, and should in-
surance companies post procedure be allowed to terminate indi-
vidual contracts based upon the omission of disclosure of a pre-
existing condition irrespective of whether it was intentional on be-
half of the individual seeking coverage or not, and I am troubled
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by that inability to distinguish between those who intentionally act
with fraud and those who honestly answer broad, vague or con-
fusing questions on the contracts to obtain health coverage. Those
are not equivalent conditions. An omission without intent does not
signify fraud and no insurance company who hides behind filling
out their request for insurance as a strict liability should be pro-
tected. Intent is crucial because those who act fraudulently should
not be protected by the law nor should it be our desire to do so.

It is interesting to me that all of the insurance companies today
that we are going to hear from on our panel today are private for-
profit companies, but Ms. Beaton’s insurer, whose case proved near
intractable until her Member of Congress got involved, was Blue
Cross and Blue Shield, and I wonder, Mr. Chairman, why Blue
Cross and Blue Shield is not in one of our panels today. Clearly as
a nonprofit company, they would not have a purely profit-driven
motive to engage in this type of behavior. So theirs is perhaps par-
ticularly curious and I think there are a number of questions that
we would like to pose to a company that does in fact function as
a nonprofit. It is the responsibility of each insurance company
whether for profit or not for profit to do their due diligence before
the contracts are entered into and not use rescission as an excuse
for lazy or incomplete underwriting.

Thank you, Mr. Chairman. I will yield back the balance of my
time.

Mr. StuPAK. Thank you, Mr. Burgess.

Ms. Sutton for opening statement, please.

OPENING STATEMENT OF HON. BETTY SUTTON, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF OHIO

Ms. SUTTON. Thank you, Chairman Stupak, for holding this crit-
ical hearing.

Simply put, rescission of coverage by insurance companies puts
dollars ahead of the lives of Americans, and I am not exaggerating
when I say that insurance accountability is something that I have
fought and advocated for at every stage of my professional life.
During my time as a representative in the Ohio General Assembly,
I worked on behalf of Ohioans to ensure that when benefits were
promised, benefits were given. And now I am here in Congress to
continue that fight.

Rescission of coverage is a problem that we in Congress are seek-
ing to eliminate and it is our hope, you have heard from the com-
ments here, that when we have finished reforming our health care
system, coverage discrimination will be a thing of the past, but
today it is still a problem that exists and must be eliminated.
When a health insurance policy rescission occurs, it creates waves
throughout the entire health care system. Make no mistake, these
decisions deprive people of needed care. They deprive hospitals and
doctors of the reimbursement they have earned for their service.
For some, a rescission is a costly process that can result in a doctor
or hospital having to seek payment from the individual. For others,
it means a delay in access to a lifesaving procedure or treatment.
That is unacceptable.

Today we will hear from citizens, and I thank you all for coming
to provide your testimony and your stories about your lives that
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have been turned upside down by the insurance industry policy of
rescission. We will hear from executives who will tell us that in the
name of uncovering insurance fraud and corruption, they had no
choice but to remove these beneficiaries from their rolls. But I
think the testimony of the people who have lived through this trau-
ma will tell a different story.

The number if uninsured in this country is now thought to be 47
million. It is a major flaw in our country that so many people go
without their basic right to have health care coverage and millions
more who have insurance still don’t get the care they need when
they need it. It is hard to understand how we allow those who are
legitimately covered to join the ranks of the uninsured due to the
stroke of a pen or the decision of an insurance company executive.

Unfortunately, Mr. Chairman, I have another hearing that is
going on simultaneously with this one so will be shuttling back and
forth, but I want the panelists to know that I will be listening care-
fully to the testimony, both for myself and for the people of Ohio
that I am so honored to represent, and I thank you all again for
coming and I thank you, Mr. Chairman, for your attention to this
matter.

Mr. StupAK. Thank you, Ms. Sutton, and that is a good re-
minder. Members will be coming back and forth as there is a com-
mittee two floors up. The Telecommunications and Internet Sub-
committee is also meeting, and in that vein, Congresswoman
Donna M. Christensen, who is a member of this subcommittee, has
submitted her opening statement for the record. Without objection,
it will be entered into the record.

Next I will turn to Ms. Schakowsky for an opening statement,
please, and you can tell us how you broke your leg.

Ms. ScHAKOWSKY. Well, I wish there was a dramatic story, Mr.
Chairman, although it was in a fairly dramatic place. I did go to
Guantanamo Bay yesterday and fell and ended up breaking my
foot in two places. I hope soon with the help of the attending physi-
cians I will have a boot or a cast or something. That was just yes-
terday, and I——

Mr. StupAK. Well, we wish you well and thanks for being here.

OPENING STATEMENT OF HON. JANICE D. SCHAKOWSKY, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF ILLI-
NOIS

Ms. SCHAKOWSKY. And I am grateful that I do have good health
insurance to cover that.

I appreciate today’s hearing examining one of the truly egregious
practices occurring in the individual health insurance market. I
want to extend a special welcome to Ms. Peggy Raddatz from my
home State from La Grange. I thank you for being here and shar-
ing your family’s story with us. I know it isn’t always easy to dis-
cuss personal matters but you certainly are helping us to make bet-
ter health care policies, and I thank all the witnesses for helping
us.

When a consumer goes to buy a health insurance policy, they ex-
amine their options and they try to identify the best policy to meet
the health care needs of their family and at no time do they ever
imagine that once they buy a policy they might get sick and their
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insurance will simply rescind their policy and leave them without
coverage but with a high pile of bills. The practice of post-claims
underwriting in the private market is wrong and we should pro-
hibit it. Let us face it is, it is already hard enough for an individual
or small business owner to find health insurance. In my State of
Illinois, there is no requirement that insurers take all comers, and
I have heard from constituents over and over again who are unable
to find a policy really at any price. Those who do get through the
insurance industry gauntlet know that they are not home free.
They know they may face high out-of-pocket costs, denial of doctor-
prescribed treatments, prior approval requirements, caps on serv-
ices and other devices that are designed to limit the insurance com-
pany payments. But few know that when they need care the insur-
ance company that has been collecting their premiums may now go
back and comb through their personal history in order to find an
excuse not to pay just when the policyholder needs the coverage the
most.

There are some who argue that rescissions are used to stop fraud
on the part of enrollees who misrepresent their health histories in
order to obtain coverage. One has to wonder why we would put up
with a health care system in which people have to hide their ill-
nesses in order to get access to care, but we also know that this
isn’t about that. It is most often about a company looking for an
undisclosed headache 10 years ago in order to deny coverage for a
brain tumor today. The practices of the private insurance market
have less to do with the consumer and a lot to do with company
profits. As we move forward with health care reform, we have to
put an end to practices that discourage patients from seeking out
care. Insurance coverage should be a pathway, not a barrier to
care.

Mr. Chairman, I look forward to working with you to improve
care coverage, refocus our attention on patients, and I really again
{,)haﬂk our witnesses for being here today, and with that, I yield

ack.

Mr. STUPAK. Thank you.

Mr. Braley for an opening statement, please.

OPENING STATEMENT OF HON. BRUCE L. BRALEY, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF IOWA

Mr. BRALEY. Thank you, Mr. Chairman. This is a very important
hearing but I would like to start by talking about the very concept
that we are here to discuss because the term ”post-claims under-
writing” is an oxymoron. Insurance companies are structured into
different departments. They have an underwriting department and
a claims department, and the underwriting department is supposed
to do pre-issuance risk assessment to determine whether an indi-
vidual policy is worth the company investing in that person as a
health care risk. The claims department is designed to respond to
requests for coverage after a policy has been issued. So the very
theory we are here to talk about today isn’t even supposed to exist
in a rational health care delivery system, and it wouldn’t exist if
we had a rational health care delivery system. But when you read
news stories where the CEO of one private health insurance com-
pany is sitting on stock options valued at $1.6 billion, it shouldn’t
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come as a shock to any of us that we are sitting here today hearing
these horror stories of patients who have been caught up in an in-
efficient, unsustainable private health insurance delivery system.

And Ms. Raddatz, I wish that every claims examiner at every in-
surance company and every underwriter who gets engaged in post-
claims underwriting determinations had to go through what you
went through and the other witnesses who are here today because
one of the most profound experiences I have had in my life was
spending about a month at a pediatric oncology unit at the Univer-
sity of Iowa Hospitals and Clinics when I was in the Big Brothers/
Big Sisters program and my little brother was diagnosed with
acute large-cell non-Hodgkin’s lymphoma and spend time every day
watching young patients with no hair, with IVs in their arms or
in their chests going into a port, walking around and taking care
of each other much better than our health care industry takes care
of patients in their time of need, and it is a slander on the names
of the health care professionals who do everything they can to keep
patients like your brother, like my little brother alive when we
don’t give them the support that they need after they have invested
their hard-earned dollars by paying premiums to a health care in-
surance company who turns their back on the patient in their hour
of need, and that is why I am a strong supporter of the public
health insurance option and I am proud that my colleagues on this
committee, Chris Murphy and Peter Welch, have joined me in in-
troducing the Choices bill to give health insurance patients a public
health insurance option with no discrimination so we don’t have to
go through these nightmares anymore.

With that, I yield back.

Mr. StupAk. Well, thank you, and that concludes the opening
statements of all members. One of our witnesses had to step out
just for a moment so let us stand in recess for just 5 minutes and
we come right back in about 5 minutes, OK? We will give everyone
a chance to stretch their legs and we will be in recess for 5 min-
utes.

[Recess.]

Mr. STUPAK. This hearing will come back to order.

As I stated before we had the brief recess there, that concludes
the opening statements by members of the subcommittee and now
I would like to call upon our first panel of witnesses. On our first
panel, we have Robin Beaton, who is a policyholder from
Waxahachie, Texas; Ms. Peggy Raddatz from La Grange, Illinois,
who is the sister of the late policyholder, Otto Raddatz; and Ms.
Wittney Horton, who is a policyholder from Los Angeles, California.
Welcome, all of you. Thank you for coming.

It is the policy of this subcommittee to take all testimony under
oath. Please be advised that you have the right under the rules of
the House to be advised by counsel during your testimony. Do you
wish to be represented by counsel during your testimony? You are
all shaking your heads no, so OK. Then I am going to ask to please
rise and raise your right hand and to take the oath.

[Witnesses sworn.]

Mr. STUPAK. Let the record reflect that the witnesses replied in
the affirmative. They are now under oath. We will hear a 5-minute
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opening statement from each of you. Ms. Beaton, would you like to
start first with an opening?

Ms. BEATON. I would like to be last.

Mr. STUPAK. You would like to be last. Ms. Horton, do you mind
going first?

Ms. HOrTON. No.

Mr. StuPAK. Would you pull that mic forward and turn on the
green—there should be a green button there. Pull that mic forward.
It doesn’t pick up as well as it should.

Ms. HORTON. Can you hear me now?

Mr. STUPAK. I can hear you. Thank you.

TESTIMONY OF WITTNEY HORTON, POLICYHOLDER, LOS AN-
GELES, CALIFORNIA; PEGGY RADDATZ, RELATIVE OF POL-
ICYHOLDER, LA GRANGE, ILLINOIS; AND ROBIN BEATON,
POLICYHOLDER, WAXAHACHIE, TEXAS

TESTIMONY OF WITTNEY HORTON

Ms. HORTON. Good morning, ladies and gentlemen. I want to
start by thanking the committee for this opportunity to testify this
morning. I am very pleased that Congress has decided to take a
close look at rescission so that it can understand just how dam-
aging this practice has been to so many people across the country.

When Blue Cross cancelled my coverage, I had no idea what re-
scission meant, but now after my life has been turned upside down
for the past 4 years, I have come to understand what a despicable
practice it is. Insurance companies require you to fill out an appli-
cation that is deliberately confusing and they don’t do anything to
make sure you understood the questions or that you supplied all
the information they need to decide whether they want to insure
you or not. They just accept you and accept your premium checks.
It is after you see a doctor that everything changes.

When your doctors file claims, the insurance company starts
looking for reasons not to pay them. They dig through your medical
records and compare what they find to the information you put
down on the application. It is called post-claims underwriting, and
in California where I live, it is illegal, but insurers ignore the law,
and when they find a discrepancy or an omission, they rescind the
policy and refuse to pay any of your medical bills, even for routine
treatment or treatment they previously authorized.

Blue Cross’s decision to rescind my insurance was devastating to
my husband and me, and I consider myself one of the lucky ones.
As the lead plaintiff in a class-action lawsuit against Blue Cross,
I represent 6,000 Californians who are all stripped of their insur-
ance by Blue Cross. You can’t imagine how horrifying some of those
stories are.

Blue Cross rescinded some of these people right after they had
undergone open-heart surgery or were receiving chemotherapy
treatment for cancer. Some of these people were left with hundreds
of thousands in unpaid medical bills. One thing we all have in com-
mon, we all were left to somehow stay healthy and fend for our-
selves after Blue Cross walked away from its promise to provide
health insurance.
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I sought insurance with Blue Cross in 2005 because my parents
raised me to believe that health insurance was an absolute neces-
sity that should never be taken for granted. I work in the film in-
dustry in Los Angeles, California, where employment is generally
temporary and done on a freelance basis. So for me and many oth-
ers in the industry, individual coverage is a necessity. At the time
I applied for coverage, I had just left a temporary staffing agency
for Sony Pictures to go to work on a specific movie. When I made
the move, I had to give up the stability of my group health care
plan. So I immediately sought out individual health care coverage.

When I applied for coverage with Blue Cross, I wanted to make
sure that I did everything correctly to ensure that there would be
no problems. I filled out the application to the best of my ability,
even though it was long and confusing. I wrote down everything I
could remember about my health history including hypothyroidism,
a condition I have had since I was 18. I even listed the contact in-
formation for my treating doctor. Then I turned my application in
to my insurance broker. She told me everything looked good and
sent it in to Blue Cross and they quickly accepted my application.
I was only 27 at the time.

Two months later, I went to my endocrinologist for a checkup. I
had routine blood work performed and the doctor’s office sent the
bill to Blue Cross. I received a letter back from Blue Cross shortly
afterwards saying that they wanted all of my medical records from
both my endocrinologist and my gynecologist. I consented, having
nothing to hide. A couple of months later in June of 2005, I re-
ceived a letter from Blue Cross stating they were rescinding my in-
surance because I didn’t disclose on the application that I had
taken the drug Glucophage and because of irregular menstruation.
I had taken Glucophage the previous year but was no longer taking
it when I filled out the application. My doctor had prescribed it
hoping that it might help me lose weight, but it did not. I stopped
taking the medication when I saw that it was not working for me.

In its rescission letter, Blue Cross said it would have never ac-
cepted me for coverage if it had known that I had polycystic ova-
ries. This letter was the first time I had ever heard about this con-
dition. I later learned that polycystic ovaries, or PCOS, as it is
known, is a diagnosis of exclusion and very difficult to prove. Doc-
tors often proceed on suspicions of a person having it without actu-
ally having proven it. This is what happened in my case. My doctor
suspected I might have PCOS, wrote it down in her notes, then told
me she was prescribing Glucophage for weight management. I
never knew what she wrote down in her notes because she never
told me.

After T was rescinded, I had two of my doctors write letters to
Blue Cross telling them this but they didn’t care. They just wrote
back that they were upholding their decision to rescind. After being
rescinded, I showed my original application to my sister and her
husband, both radiologists, to ask them what I could have possibly
done wrong in filling out the application. They felt that the applica-
tion was worded in such a way as to be purposely confusing and
that it asked the same question in multiple ways to trip people up.
I am a college graduate and no dummy, and I still couldn’t make
sense of Blue Cross’s tricky application.
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The worst part about my rescission is that I have been unable
to get insurance anywhere else. I applied for individual insurance
through Blue Shield but on their application they ask if the appli-
cant has ever had insurance rescinded. When they learned that I
had, they informed me that they would not accept me for coverage.
Every insurance company asks if you have ever had health care
coverage rescinded. For the rest of my life I will never be able to
get individual coverage again because of Blue Cross. As someone
who works in an industry that relies on individual coverage plans,
this is a really big deal. Since my rescission, I have had to take
jobs that I do not want and put my career goals on hold to ensure
that I can find health insurance. Fortunately, after my husband
and I got married, I was able to gain coverage through his com-
pany’s group health care plan. However, if he ever loses his job or
I don’t have employment with a company that offers group health
insurance, I might have to go without.

As I mentioned before, I consider myself one of the lucky ones.
I don’t have large outstanding medical bills and I am relatively
healthy. In fact, I was able to pay my doctors back for the blood
work and office visits that Blue Cross refused to pay. But many
people who have been rescinded are far less fortunate, and as the
lead plaintiff against Blue Cross, I feel an obligation to speak for
them as well. What Blue Cross has done to us is wrong and they
must not be permitted to continue getting away with it. Americans
desperately need health care reform. As my experience shows, own-
ing an insurance policy does not necessarily equal access to health
care. If insurance companies are not prevented from canceling or
restricting coverage after patients get sick, insurance policies are
not worth the paper they are printed on.

Insurance companies are making record profits by collecting pre-
miums in exchange for the promises that they make to be there
when people need them. Make them keep that promise. Thank you.

[The prepared statement of Ms. Horton follows:]
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Statement of Jennifer Wittney Horton - June 16, 2009

Good morning ladies and gentleman. I want to start by thanking the Committee
for this opportunity to testify this morning. Iam very pleased that Congress has decided
to take a close look at rescission so that it can understand just how damaging this practice
has been to so many people across the country.

When Blue Cross cancelled my coverage, I had no idea what rescission meant.
But now, after my life has been turned upside down for the past four years, I’ve come to
understand what a despicable practice it is. Insurance companies require you to fill out
an application that is deliberately confusing. And, they don’t do anything to make sure
you understood the questions, or that you supplied all the information they need to decide
whether they want to insure you or not. They just accept you, and accept your premium
checks. It’s after you see a doctor that everything changes. When your doctors file
claims, the insurance company starts looking for reasons not to pay them. They dig
through your medical records and compare what they find to the information you put
down on the application. It’s called post-claims underwriting. And, in California, where
Ilive, it’s illegal. But insurers ignore the law. And when they find a discrepancy or an
omission, they rescind the policy, and refuse to pay any of your medical bills — even for
routine treatment, or treatment they previously authorized.

Blue Cross’ decision to rescind my insurance was devastating to my husband and
me. And, I consider myself one of the lucky ones. As the lead plaintiff in a class action
lawsuit against Blue Cross, I represent 6,000 Californians who were all stripped of their

insurance by Blue Cross, You can’t imagine how horrifying some of their stories are.
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Blue Cross rescinded some of these people right after they undergone open heart surgery,
or were receiving chemotherapy treatment for cancer. Some of these people were left
with hundreds of thousands in unpaid medical bills. One thing we all had in common: we
all were left to somehow stay healthy and fend for ourselves after Blue Cross walked
away from its promise to provide health insurance.

I sought insurance with Blue Cross in 2005 because my parents raised me to
believe that health insurance was an absolute necessity that should never be taken for
granted. I work in the film industry in Los Angeles, CA, where employment is generally
temporary, and done on a freelance basis. So, for me and many others in the industry,
individual coverage is a necessity. At the time [ applied for coverage, 1 had just left a
temporary staffing agency for Sony Pictures to go work on a specific movie. When I
made the move, I had to give up the stability of my group health care plan. So, I
immediately sought out individual health care coverage.

When I applied for coverage with Blue Cross, I wanted to make sure that I did
everything correctly to ensure that there would be no problems. I filled out the
application to the best of my ability even though it was long and confusing. I wrote down
everything I could remember about my health history, including hypothyroidism, a
condition I have had since I was 18. I even listed the contact information for my treating
doctor. Then, I turned my application into my broker. She told me everything looked
good and sent it in to Blue Cross, and they quickly accepted my application. I was only

27 at the time.
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Two months later, I went to see my endocrinologist for a check up. I had routine
blood work performed and the doctor’s office sent the bill to Blue Cross. Ireceiveda
fetter back from Blue Cross shortly afierwards saying that they wanted all of my medical
records from both my endocrinologist and my gynecologist. I consented, having nothing
to hide.

A couple of months later (June ‘05), I received a letter from Blue Cross stating
they were rescinding my insurance because I didn’t disclose on the application that I had
taken the drug “glucophage,” and because of irregular menstruation. I had taken
glucophage the previous year, but was no longer taking it when I filled out the
application. My doctor had prescribed it hoping that it might help me lose weight, but it
did not. I stopped taking the medication when I saw that it was not working for me. In
its rescission letter, Blue Cross said it would have never accepted me for coverage if it
had known that I had “polycystic ovaries”. This letter the first time I ever heard about
this condition. I later learned that polycystic ovaries, or PCOS, as it is known, isa
diagnosis of exclusion and very difficult to prove. Doctors often proceed on suspicions
of a person having it without having actually proven it. This is what happened in my
case. My doctor suspected I might have PCOS, wrote it down in her notes, then told me
she was prescribing glucophage for weight management. I never knew what she wrote
down in her notes because she never told me. Afier I was rescinded, I had two of my
doctors write letters to Blue Cross telling them this, but they didn’t care. They just wrote
back that they were upholding their decision to rescind.

After being rescinded, I showed my original application to my sister and her

husband, both radiologists, to ask them what I could have possibly done wrong in filling
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out the application. They felt that the application was worded in such a way as to be
purposefully confusing and that it asked the same question in multiple ways to trip people
up. I'm a college graduate, and “no dummy,” and I still couldn’t make sense of Blue
Cross’ tricky application.

The worst part about my rescission is that I have been unable to get insurance
anywhere else. I applied for individual insurance through Blue Shield. But on their
application, they ask if the applicant has ever had insurance rescinded. When they leamed
that I had, they informed me that they would not accept me for coverage. Every
insurance company asks if you’ve ever had health care coverage rescinded. For the rest
of my life T will never be able to get individual coverage again because of Blue Cross.

As someone who works in an industry that relies on individual coverage plans, thisisa
really big deal. Since my rescission, I have had to take jobs that I do not want, and put
my career goals on hold to ensure that I can find health insurance.

Fortunately, after my husband and I got married, I was able to gain coverage
through his company’s group health care plan. However, if he ever loses his job, or I
don’t have employment with a company that offers group health insurance, I might have
to go without insurance.

As I mentioned before, I consider myself one of the lucky ones. Idon’t have
large outstanding medical bills, and I am relatively healthy. In fact, I was able to pay my
doctors back for the blood work and office visits that Blue Cross refused to pay. But
many people who have been rescinded are far less fortunate. And, as the lead plaintiff
against Blue Cross, I feel an obligation to speak for them as well. What Blue Cross has

done to us is wrong, and they must not be permitted to continue getting away with it.
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Americans desperately need health care reform. As my experience shows, owning an
insurance policy does not necessarily equal access to health care. If insurance companies
are not prevented from canceling or restricting coverage after patients get sick, insurance
policies are not worth the paper they are printed on. Insurance companies are making
record profits by collecting premiumns in exchange for the promises they make to be there

when people need them. Make them keep that promise. Thank you.
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Mr. StupAK. Thank you, Ms. Horton.
Ms. Raddatz, and on behalf of Otto Raddatz, would you like to
give your opening statement? And thank you for being here.

TESTIMONY OF PEGGY RADDATZ

Ms. RADDATZ. Thank you, very much Mr. Chairman, and thank
you to all the members of the committee for all your kind words
and your wonderful statements.

My name is Peggy Raddatz and I am appearing here today to
testify on behalf of my brother, Otto S. Raddatz. My brother was
a business owner of a restaurant that he ran with his wife, Marie.
He purchased a health insurance policy from Fortis Insurance
Company in August of 2003. On the application, he indicated he
had kidney stones and smoked. He also listed all physicians who
had treated him. Otto’s health application with Fortis was accepted
and his coverage began in August of 2003. A year later, my brother
found himself inexplicably losing a large amount of weight. His
wife, Marie Raddatz, urged him to see a doctor.

In September of 2004, my 59-year-old brother at the time was di-
agnosed with stage IV non-Hodgkin’s-type lymphoma. The very
next day, he began an intensive course of chemotherapy treat-
ments. Due to the aggressive type of cancer Otto had, being mantel
zone lymphoma, he was given six more rounds of chemotherapy by
January of 2005. He suffered a lot during this period of time and
was often unable to work. Otto was referred to a specialist in stem
cell transplantation and for high-dose chemotherapy. Otto began
more chemotherapy for purposes of preparing him for a stem cell
transplant. These treatments were long and difficult in nature. In
the midst of the chemo treatments, Otto received a phone call and
letter from Fortis Insurance Company stating his insurance was
cancelled.

It was rescinded all the way back to the effective date of August
7, 2004, which was before his diagnosis for cancer. This meant
none of his cancer treatments would be covered at all. Most impor-
tantly, he would not be able to receive the stem cell transplant
needed to save his life. My brother only had a very small window
of time in which to have the stem cell transplant. He needed to be
scheduled within the next three to four weeks or he would not be
able to have the transplant at all and his life would be ended very
shortly. My brother was told he was cancelled during what they
called a routine review during which they claimed to discover a
material failure to disclose, as they stated in their letter. Appar-
ently in 2000, his treating doctor had done a CT scan which
showed a small aneurysm and some very insignificant gallstones.
My brother was never told of either one of these conditions nor was
he ever treated for them, nor did he ever report any symptoms
from them either.

After months of preparation, the stem cell transplant could not
be scheduled. My brother’s hope for being a cancer survivor was
dashed. His prognosis was only a matter of months without the
procedure. By this time, he could no longer work and ultimately
had to sell his restaurant because of it.

Mr. STuPAK. Wait a minute.

Ms. RADDATZ. Thank you, Mr. Chairman.
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When I called the hospital to see if I could schedule the stem cell
transplant for him because he was in such a weakened state both
physically and emotionally, I was callously told unless your brother
brings in cash and a bundle of it, he is not going to get the proce-
dure without insurance. My brother was accused by Fortis Insur-
ance Company of falsely stating his health history, despite the fact
that he had no knowledge of ever having any gallstones or aneu-
rysms. Luckily, I am attorney and I was able to aggressively be-
come involved in solving this life-threatening situation. I got on the
phone and literally made dozens of phone calls day after day after
day. I put my personal work aside and worked on this literally
round the clock calling people. I finally was told to contact the At-
torney General’s Office and received immediate and daily assist-
ance from the Illinois Attorney General’s Office and from Dr. Babs
Waldman, the medical director of their Health Bureau. I cannot
thank them enough for their daily assistance in support of myself
and my brother through this difficult time.

During their investigation, they located the doctor who ordered
the CT scan. He was not only retired, he was on a fishing trip at
the time, and through their unbelievable resolve, they were able to
get a hold of him on the fishing trip and he had no recollection—
he recalled my brother and his treatment of my brother but he had
no recollection of ever disclosing the information to my brother or
treating him for gallstones or for a small aneurysm. After two ap-
peals by the Illinois Attorney General’s Office, Fortis Insurance
Company finally overturned their original decision to rescind my
brother’s coverage and he was reinstated without lapse. This is
after weeks of constant phone calls between myself and the Attor-
ney General’s Office and we were literally scrambling hour by hour
to get this accomplished so that my brother wouldn’t lose his 3- to
4-week window of opportunity that he had prepared for and lose
his opportunity to have the procedure.

What Fortis Insurance Company did was unethical. To deny a
dying person necessary medical treatment based upon medical con-
ditions a patient never had knowledge of, never complained about
or never been treated for is cruel. It is the hope of our family that
this information will benefit other patients who are in need of life-
saving medical treatments and who do not have the knowledge or
means necessary to fight against the health insurance companies.
It is further our desire to expose these practices of Fortis Insurance
Company so that others do not have to suffer as victims, as my
brother did.

Thank you very much, Mr. Chairman, and thank you so much,
members of the committee, for all your efforts.

[The prepared statement of Ms. Raddatz follows:]



27

Statement of Peggy M. Raddatz

My name is Peggy M. Raddatz and | am appearing here today to testify on behalf of my
brother, Otto S. Raddatz.

My brother was a business owner of a restaurant that he ran with his wife, Marie. He
purchased a health insurance policy from Fortis Insurance Company in August of 2003.
On the application he indicated he had kidney stones and smoked. He also listed all
physicians who treated him. Otto's heaith application with Fortis was accepted and his
coverage began in August of 2003.

A year later my brother found himself inexplicably losing weight. His wife, Marie Raddatz,
urged him to see a doctor. In September of 2004 my 59 year old brother was diagnosed
with Stage IV NonHodgkins Lymphoma. The very next day he began an intensive course
of chemotherapy treatments.

Due to the aggressive type of cancer Otto had, being mantel zone lymphoma, he was
given six more rounds of chemotherapy by January of 2005.

Otto was referred to a specialist in stem cell transplantation and for high dose
chemotherapy.

Otto began more chemotherapy for purposes of preparing him for a stem cell transplant.
In the midst of his chemo treatments, Otto received a phone call and letter from Fortis
Insurance Company stating his insurance was canceled. It was rescinded all the way back
to the effective date of August 7, 2004.

This meant none of his cancer treatments would be covered. Most importantly, he would
not be able to receive the stem cell transplant need to save his life. My brother only had
a very small window of time in which to have the stem cell transplant. He needed to be
scheduled within the next 3 to 4 weeks.

My brother was told he was canceled during what they called a “routine review” during
which they claimed to discover a “material failure to disclose”. Apparently in 2000 his
doctor had done a CT scan which showed an aneurysm and gall stones. My brother was
never told of either one of these conditions nor was he ever treated for them and he never.
reported any symptoms for them either.

After months of preparation, the stem cell fransplant could not be scheduled. My brother's
hope for being a cancer survivor were dashed. His prognosis was only a matter of months
without the procedure.
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When i called the hospital to see if | could schedule the stem cell transplant for him | was
callously told “unless your brother brings in cash, he is not going to get the procedure
without insurance.”

My brother was accused by Fortis Insurance Company of falsely stating his health
insurance history, despite the fact that he had no knowledge of ever having any gall stones
or aneurysms.

Luckily, | am an attorney and was able to aggressively become involved in solving this life
threatening situation. | contacted the lilinois Attorney General's office and received
immediate and daily assistance from Dr. Babs H. Waldman, M. D., the medical Director of
their Health Bureau.

During their investigation, they located the doctor who ordered the CT scan. He had no
recollection of disclosing the information to my brother or treating him for it.

After two appeals by the {llinois Attorney General's Office, Fortis Insurance Company
overturned their original decision to rescind my brother’s coverage and he was reinstated
without any lapse.

Without the help of the office of the lilinois Attorney General, this would not have been
possible.

What the Fortis Insurance Company did was unethical. To deny a dying person necessary
medical treatment based upon medical conditions a patient has never had knowledge of,
never complained about or never been treated for is cruel.

It is our hope that this information will benefit other patients who are in need of life saving
medical treatments and who do not have the knowledge or means necessary to fight

against the health insurance companies. It is further our desire to expose these practices
of Fortis Insurance Company so that others do not suffer as their victims.

Respectfully submitted,

o fordeT)

Pegdy M. Raddatz
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Mr. StupAK. Thank you.
Ms. Beaton, would you like to give your opening statement now?
Take your time.

TESTIMONY OF ROBIN BEATON

Ms. BEATON. Mr. Chairman and members of the committee, I am
very honored to be here to share my story.

My name is Robin Beaton. I am 59 years old. I was a registered
nurse for 30 years. I had insurance. I was in good health. I retired
from nursing, started my own small business, obtained a personal
individual policy from Blue Cross and Blue Shield in December
2007. In May 2008, I went to a dermatologist for acne, pimples. A
word was written down my chart, which was considered to mean
precancerous. In June 2008, I was diagnosed with invasive HER-
2 genetic breast cancer, a very aggressive form of this cancer. I
needed a double mastectomy immediately. Blue Cross and Blue
Shield precertified me for my surgery and for a hospital stay.

The Friday before I was to have my double mastectomy, Blue
Cross and Blue Shield called me by telephone and told me that my
chart was red flagged. What does that mean, I said. They said that
due to the dermatologist’s report, that was what red flagged my
chart in the beginning, that I would not be able to have my surgery
on Monday and they launched a 5-year medical investigation into
my medical history for the last 5 years. I had to give them every
hospital, every doctor, every——

Mr. STUPAK. Take your finger off. There you go.

Ms. BEATON. I had to give them every pharmacy, every doctor,
every hospital and they threatened me that if I left anything out,
that it would be really bad, so I truly tried everything in the world
I could to list every single doctor, everywhere I had ever been. I
immediately got in touch with the dermatologist. He immediately
called Blue Cross and Blue Shield and he begged them. He said
this is a misunderstanding. He said this is not precancerous. He
said all she has is acne, pimples. He said please don’t hold up her
cancer surgery for this. He begged them. He was the nicest man.
Anyway, I was frantic. I did not know what to do. I didn’t know
how to pay for my surgery. The hospital wanted a $30,000 deposit
and I was by myself. I didn’t have that kind of money.

I turned to the only person that I had to turn to, and that was
Joe Barton, my Congressman. The next day I get a letter canceling
my insurance, rescinding it to the first day that they had covered
me. Can you imagine having to walk around with cancer growing
in your body with no insurance? It is the most terrible thing in the
world to not have anybody to turn to, not have anywhere to go. So
I just can’t even say how bad it was. The sad thing is, Blue Cross
and Blue Shield took my high premiums. The very first time I ever
had a claim, the very first time and was suspected of cancer, they
took action against me searching high and low. They turned over
every single thing they could in my medical history to pull out any-
thing that would cause any suspicion on me so they didn’t have to
pay for my cancer.

A nurse who attends my church works full time for Blue Cross
and Blue Shield. She looks through medical records searching for
reasons to cancel people. She came to me and she said I feel so bad,
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she said, I just can’t even tell you how sorry I am this has hap-
pened to you. Blue Cross and Blue Shield has control over life and
over death. People have to be able to count on what they have paid
for, count on having insurance. Blue Cross and Blue Shield will do
anything to get out of paying for cancer, anything. Sad fact is, any-
one with a catastrophic illness who is not a part of a group who
has an individual policy stands a really high chance of getting can-
celled, left out in the cold with no insurance. I go to a cancer sup-
port group every week. Four girls in my cancer support group have
had their insurance canceled, and two of those girls have had to
declare bankruptcy because of cancer.

It is very difficult for me to speak out. My insurance could be
cancelled again. I live in fear every day of my insurance company.
I looked everywhere for help. No one found anything to help me
until Joe Barton and Krista Townsend after working for a really,
really long time. Every day they worked hard. I had given up hope.
I didn’t have any hope left and they never gave up hope. They did
everyc‘lching they could to help me and they got my insurance rein-
stated.

After being diagnosed in June 2008 with aggressive breast can-
cer, I was placed back on a list to get a mastectomy, which I finally
got to have my cancer surgery October 2, 2008. My tumor grew
from 2 to 3 centimeters all the way to 7. I had to have all my
lymph nodes removed in my arm, everything. Delaying cancer
treatment, it only worsens the condition, costing more to treat and
treatment is much more intensive. Also, the outcome is not as good.
I go to chemotherapy every 3 weeks and I will have to be going for
the next year. Cancer is expensive and no one wants to pay for can-
cer. I pray no one has to go through the sheer agony that I have
had to ensure for one year. I did not deserve to have my insurance
cancelled. Blue Cross and Blue Shield set out to get rid of me. They
searched high and low until they found enough to cancel me and
they did. I owe my life to Joe Barton. I pray that you will listen
to my story and help people like me who are powerless against the
big insurance companies. And today when I met Mr. Barton, that
was the very first time I ever met him. He helped me not even
knowing me, just because as a good man he just helped me. But
I went everywhere. I went to the county hospital, I went every-
where looking for help, and you just get on a waiting list, and when
you get on a waiting list your cancer grows.

So I just want to thank you all for listening to me and just please
do something about it because I couldn’t even tell you the people
I know that have been through this. It is a horrible thing to go
through. Thank you all so much.

[The prepared statement of Ms. Beaton follows:]
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Testimony of Robin Beaton

My name is Robin Beaton, and I am 59 years old. I was a registered Nurse for 30 years.
I worked in a hospital, had insurance, and was in good health. Iretired from nursing, and started
a small business. I got an individual policy with Blue Cross and Blue Shield (“Blue Cross™) in
December 2007.

In May 2008, I went to the dermatologist for acne. A word was written on my chart and
interpreted incotrectly as meaning pre-cancerous. Shortly thereafter, I was diagnosed with
Invasive HER-2 Genetic Breast Cancer, a very aggressive form of breast cancer. I was told I
needed a double mastectomy. When the surgeons scheduled my surgery I was pre-certified for
my two days hospitalization. The Friday before the Monday I was scheduled to have my double
mastectomy, Blue Cross red flagged my chart due to the dermatologist report. The dermatologist
called Blue Cross directly to report that I only had acne and please not hold up my coming
surgery. Blue cross called me to inform me that they were launching a 5 year medical
investigation into my medical History and that this would take approximately 3 months.

I was frantic. Idid not know what to do or where to turn. I knew I could not pay for the
surgery myself. Shortly thereafter I turned to my Congressman Joe Barton for help. Mr. Barton
and Christy Townsend worked tirelessly to help me.

Next, I found out that my insurance was completely cancelled; this was devastating. 1
had to completely refocus on what to do where to turn because my insurance cancelled me.
Cancer is expensive and no one wanted to pay for it. This is America and we deserve good
Health Care.

Earlier in my life off and on I had a fast beating of my heart which was not a current
problem, just something that happened when I was upset. I truly did not even think about this
when I applied for insurance; I even offered to go take a physical they said no.

The sad thing is Blue Cross gladly took my high premiums and the first time I filed a
claim and was suspected of having cancer they searched high and low for a reason to cancel me.
There is a nurse who attends my church who works fulltime for Blue Cross and all she does is
read medical records looking for reasons to cancel people. After she heard what happened to me,
she told me how very sorry she was.

Blue Cross will do anything to get out of paying for cancer. Another sad fact is anyone
who has a catastrophic illness who is not part of a group stands a great chance of being left out in
the cold without insurance.

One of the main things I look forward to in my life is attending a cancer support group
every Monday and Tuesday. We meet others who have cancer and share our lives. Four of the
woman in my group had their insurance cancelled because of cancer. The women in my group
frequently talk about once you have cancer you are considered uninsurable. This has been very
difficult to speak because I could be cancelled again. I live with fear everyday of my insurance
company.

Continuing my story after Blue Cross cancelled my policy I went everywhere looking for
help. 1 went to County Hospital where I was placed on a waiting list to get a Mastectomy.
Several times I went back to the County Hospital they would always say the same thing, “Why
are you here?” I answered, “I have cancer and need a mastectomy.” The county hospital stated,
“Sorry we have misplaced your records.” The process was unending trying to get help for cancer
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1 did every thing to get help. Everywhere you go takes time. No help was found until
Joe Barton after working a great long time got Blue Cross to reinstate my insurance. After being
diagnosed with invasive breast cancer in June 2008, I was placed back on the surgeons list to get
my Mastectomy. I finally received the surgery on October 2, 2008. My tumor grew 2.3 emto 7
cm also; I had to have all my Lymph nodes removed due to waiting from June to October 2.

I am still undergoing chemotherapy every three weeks. Cancer is expensive and no one
wants to help. I pray with all my heart that no one has to go through the sheer agony that I have
endured for 1 year.

1 did not deserve to have my insurance cancelled. Blue Cross set out to get rid of me.
Blue Cross searched high and low until they found enough to get rid of me.

I pray that someone will listen to my story and help people like me who are powerless
against big insurance companies.

Thank You
Robin Beaton
June 11, 2009
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Mr. STUPAK. Thanks, Ms. Beaton.

Now we will turn for questions and I will begin. We will go for
5 mi{lutes on questions. We will probably go a round or two per
panel.

For our three panelists here, I would like to get your thoughts
on some information the committee gathered about the economics
of rescissions for insurance companies. The three CEOs who will
testify after you have all made the case that their companies use
rescission as a tool to rule out fraud by those who apply for cov-
erage. But at the same time, we find these companies have also re-
ported savings of an estimated $300 million as a result of the re-
scissions from 2003 to 2007. That doesn’t include all their subsidi-
aries and doesn’t include all their files. But that is what we have
come up with. And like I said, this figure doesn’t include the sav-
ings gained by avoiding future medical costs of rescinded policy-
holders. So let me ask each of you, do you believe that the insur-
ance companies use rescissions primarily as a fraud prevention tool
or as a cost-savings instrument that will help them boost their cor-
porate profits? Ms. Horton.

Ms. HORTON. I think it is all about the money.

Mr. StupAK. Ms. Raddatz.

Ms. RADDATZ. It is absolutely about the money.

Mr. STUPAK. Ms. Beaton.

Ms. BEATON. Absolutely indeed. Try to use it, they will just keep
on taking your money.

Mr. StUPAK. Well, each of you, as I have listened to your testi-
mony, Ms. Beaton, you were an R.N., Ms. Raddatz, you are an at-
torney, and Ms. Horton, you had family members who were in the
medical field, radiologists. You seem like a little bit more—you had
access to people who could help you on this. What happens in your
groups and people you have talked with, what happens to people
who don’t have that kind of support mechanisms within their fam-
ily? What happens to them? Ms. Horton?

Ms. HORTON. They fall through the cracks. You know, there is
nothing—even having radiologists in my family, you know, I had
the opportunity to consult them before filling out the application.
They live cross country. They have children. They work all the
time, you know, and I don’t know what those people would do.

Mr. StuPAK. Ms. Raddatz.

Ms. RADDATZ. As I stated in my testimony, my brother was very
fortunate because of the fact that I have education and I know lots
of people, and even all the attorneys that I know and judges who
I went to to ask for help did not know what to do in this situation
other than go through the court system. Unfortunately, when you
have cancer or you are in a position where your life is shortened
to a matter of months, you can’t go through the court system be-
cause you don’t have the time to do that. And what do people do?
They do—many, many people throughout the United States do
nothing because they don’t have the ways or the means or the
knowledge to take the steps necessary. They don’t know all the—
I know hundreds of attorneys. I have been practicing a lengthy pe-
riod of time. They don’t know all those people I know. So what do
they do? They get the letter and they don’t get the treatment that
they need and many of these people die, and they think that is the
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way it is supposed to be because they just don’t know what to do.
And I believe honestly that the insurance companies depend upon
that lack of knowledge and lack of laws, federal laws in place, and
that is one of the ways that they encourage their profits.

Mr. STUPAK. Ms. Beaton, do you want to add anything on that?

Ms. BEATON. I was going to say that a lot of people in my cancer
group, they get letters like this. They just give up. They fade away
and they die.

Mr. STuPAK. Well, you were fortunate, Ms. Beaton. You had our
ranking member, Mr. Congressman Barton, who intervened or else
you might not be with us here today. Was it clear to you in dealing
with the insurance company that if you didn’t have a U.S. Con-
gressman working on your behalf that your insurance wouldn’t
have been reinstated?

Ms. BEATON. There is not doubt in the world that they would
have even given me the blink of an eye if it hadn’t been for him,
and I just could never tell you how he worked. If you only knew
how many hours he worked. They called me every day just working
hours and hours and hours. This took a long time. This was like
a many, many months’ process. This didn’t just happen overnight.
So for his office to take that kind of a dedication to me, you know,
I will be forever grateful. If I live and don’t die of cancer, you know,
it will be because of them. So only because of my Congressman,
only because of him did I get help for my cancer. If it wasn’t for
that, it never would have happened.

Mr. StupAK. Ms. Raddatz, sort of parallel to Ms. Beaton there,
in your brother’s case, the Illinois Attorney General’s Office and
Dr. Babs Waldman intervened and actually had to write two letters
to the insurance company. In fact, one of them is at tab number
4 in the document binder there if you care to look at it. But the
Attorney General’s Office wrote, and I quote, “I find the behavior
on the part of Fortis Health to be extremely troubling, if not uneth-
ical. Clearly there is no justification for rescinding this gentleman’s
insurance beyond avoiding the cost of his future treatment. To re-
scind, terminate his policy at this point is not only devastating but
probably fatal to Mr. Raddatz.” And then in the second letter, the
company finally reversed its decision. So how did your brother
know to enlist the assistance of the attorney general? Was that
through you?

Ms. RADDATZ. Yes, it was absolutely through myself, and like I
said, even I had difficulty in finding that outlet. It took me a while
to get to the Attorney General’s Office but we are fortunate in the
State of Illinois to have a Health Bureau in Lisa Madigan, Attor-
ney General’s Office. We are very, very lucky to have an aggressive
unit and they are available for the citizens of the State of Illinois
who go through the same situation that my brother did. But again,
most people, you know, do not have the knowledge that I have, and
by the way, it took two appeals to them. The first time she wrote
the letter, they said no. So it took a further letter to them before
they did, you know, reverse their decision.

Mr. StuPAK. Thank you.

Mr. Barton for questions.

Mr. BURGESS. Mr. Chairman, may I ask a question?
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Mr. StupAK. No, it is Mr. Barton’s turn unless he wants to yield
you time.

Mr. BARTON. I will be happy to——

Mr. BURGESS. It is just purely a technical question. As a doctor,
I get nervous with so many lawyers around me. There is an ac-
tive—

Mr. STUPAK. You should feel secure.

Mr. BURGESS. It is less than secure. It is the opposite of secure.

As I understand it, there is an active class-action suit of one of
the witnesses before us this morning?

Mr. StUuPAK. In California, I believe, it has been going on for
some time. I think Ms. Horton is maybe a plaintiff in that action.

Mr. BURGESS. Well, the speech and debate clause notwith-
standing, are we subjecting ourselves to possible subpoena to tes-
tify in that court by our questions here today or our opening state-
ments here today?

Mr. StUuPAK. No, but if you wish to, we could arrange it.

Mr. BURGESS. No, I don’t want a trip to California. That is the
last thing I want. Again

Mr. STuPAK. No, I think we are OK. We are not asking anything
about the nitty-gritty of the lawsuit or anything like that. This is
a committee investigation, and we would be exempt.

Mr. BURGESS. Can counsel answer that question for us?

Mr. STUPAK. Do either one of you care to comment on it? We are
in an official setting. This is an official hearing of the U.S. Con-
gress. Speech and debate protection certainly helps us but I don’t
think any of us are going to ask about the class-action suit. Yes,
the speech and debate clause certainly applies.

Mr. BURGESS. I thank the chairman.

Mr. STUPAK. Mr. Barton, questions, please.

Mr. BARTON. Thank you, Mr. Chairman.

I want to again thank each of the three witnesses. I want to
make a comment on what Ms. Beaton said about myself. There are
435 Congressmen and every one of us, our job is to help constitu-
ents. I have four full-time caseworkers. Mr. Wright, to my left here,
was my district director at the time. I had Kristi and Debra and
Jody and Ron, Linda Gillespie, all of them intervened for you. I
came in at the very end and talked to the president but, you know,
not just myself but every Member of Congress, we help hundreds
and sometimes thousands of people every year. Your case just hap-
pened to be life and death and we put a lot of extra effort into it
because we knew how important it was to get you health care as
quickly as possible. But it is not just me, it is every Member of
Congress that tries to serve our constituents.

My first question will be to the gentlelady down to the far right.
You said that your application, they asked several questions sev-
eral different ways and they were very tricky. Is it your under-
standing that that is a standard practice in the individual insur-
ance market? Do they start out with the intention of setting you
up so that later on they may disqualify you? Is that your opinion?

Ms. HORTON. Yes, that is my opinion. You know, I believe that
they ask you the same question several times so that if you disclose
it in one area and then don’t realize that you need to disclose it
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again, that they can somehow say then that you have, you know,
committed fraud.

Mr. BARTON. Are you aware since your lawsuit if they have made
some changes to that questionnaire?

Ms. HORTON. I believe that was one of the things they were try-
ing to negotiate with Blue Cross, was changing the application, but
I don’t know what the status of it is.

Mr. BARTON. My next question is to the gentlelady there in the
middle. Your brother, has he had his stem cell transplant?

Ms. RADDATZ. He did indeed receive the stem cell transplant. It
was extremely successful. It extended his life approximately 3%
years. He did pass away January 6, 2009, and he was about to
have a second stem cell transplant. Unfortunately, due to certain
situations, his donor became ill at the last minute and so he did
pass away on January 6. But again, it extended his life nearly 3%
years and at his age, each day meant everything to him and each
day that we had him was wonderful, and my daughter, who is be-
hind me, and I and his wife and his other brother, Richard, we
spent the last 30 days, every single day with him at his side, and
like I say, there couldn’t be any better memorial to my brother
than what this committee is doing because life is so precious and
in spending those last moments of his life with him for 30 days,
at the end we realized how important this work you are doing is
and we just want to say again from our family, thank you all so
much. We know with Mr. Gordon here that you have been working
round the clock 7 days a week and very, very hard, and Mr. Gor-
don, thank you and your staff for all your hard work. Thank you.

Mr. BARTON. Ms. Beaton, what have your doctors told you your
condition would have been had you had the mastectomy imme-
diately as originally scheduled? Would you have had to undergo the
chemotherapy and is it probable that the cancer would have spread
to the lymph nodes as it apparently has?

Ms. BEATON. They said that every day that I put off the surgery
was a really, you know, day that the cells just multiplied and grew,
and I think there is a strong chance that in the beginning that
maybe I didn’t have to have—I could have had a lesser surgery and
not have had my lymph nodes taken out. I would have had to have
chemo but maybe not for quite as long a period of time.

Mr. BARTON. If it is personal—it is personal—you don’t have to
tell us, but would you tell us as much as you can about your prog-
nosis right now? Is the expectation positive for your chemotherapy
and cancer remission or is it still up in the air?

Ms. BEATON. It is still up in the air.

Mr. BARTON. Mr. Chairman, my time is about expired. I am
going to yield back. I think I speak for every member of the com-
mittee on both sides of the aisle, we want to hear from the insur-
ance companies in the next panel, but it is clear that if in fact
there is a practice of going in after the fact and canceling policies
on technicalities, we have got to do whatever is possible to prevent
that. I think a company does have a right to make sure that there
is no fraudulent information but it is obvious to me that—I will
guarantee you in Ms. Beaton’s case there was no fraud intended,
and I am convinced with the other two witnesses that they were
being truthful and honest also, and if a citizen acts in good faith,
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we should expect the insurance companies who take their money
to act in good faith also. And I will tell you, Ms. Beaton, we will
monitor your case and we will stay in touch with Blue Cross/Blue
Shield of Texas and so long as you do what you are supposed to
do, I will guaran-damn-tee you they will do what they are supposed
to do.

With that, Mr. Chairman, I will yield back.

Mr. STUPAK. Thank you, Mr. Barton.

Ms. Schakowsky for questions, please.

Ms. SCHAKOWSKY. Thank you, Mr. Chairman, and after hearing
the testimony, I want to thank the witnesses even more for sharing
this.

I wanted to talk about rescissions for unrelated medical condi-
tions. I understand that they scour the records to find anything
but, Ms. Beaton, let me understand what happened to you. After
your insurance policy began, you developed breast cancer and the
insurance company decided to investigate your application but it
didn’t find any evidence that you had breast anything before you
got your policy, did it?

Ms. BEATON. No.

Ms. SCHAKOWSKY. So it was rescinded because essentially of pim-
ples, right? Is that what you’re saying?

Ms. BEATON. They rescinded because of—what it all started with
was the red flag. What that means is something suspicious, so they
red flag you. Then they go back and they just cut your chart apart,
and what they found was on my weight, I think I put down—I said
what woman is going to tell you what she really weighs, you know.
I weighed more than what I put down, and they said that they
might not have given me a policy because I was overweight. And
the second thing was, I had—in my early years I had a previous
fast beating of my heart and I didn’t have a problem with that any-
more, but anyway, that was brought up. Everything they could pos-
sibly dig up in my whole life history got brought up, unrelated to
the cancer, nothing related to the cancer.

Ms. SCHAKOWSKY. So if we lie about our weight at all, we better
look out, huh?

Ms. BEATON. They will get you.

Ms. SCHAKOWSKY. I better change my driver’s license.

Ms. Raddatz, it sounds like your brother had a similar experi-
ence. He signed up for an insurance policy, then was stricken with
an aggressive form of lymphoma, and the insurance company,
which is now part of Assurant, investigated his application but it
didn’t find any evidence that your brother had cancer before his in-
surance policy, right?

Ms. RADDATZ. That is correct.

Ms. SCHAKOWSKY. So——

Ms. RADDATZ. He did not have cancer prior to—at the time he
signed up, he did not have cancer.

Ms. SCHAKOWSKY. So it rescinded his policy based on alleged
misstatement about gallstones and you said aneurysm, which is
what? A weak blood vessel, right? Does that have anything to do
with anything?

Ms. RADDATZ. Nothing whatsoever.

Ms. SCHAKOWSKY. And he didn’t——
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Ms. RADDATZ. The gallstones actually, like I said, he never even
knew he had gallstones. He actually wrote down he had kidney
stones and was treated for kidney stones. So when he got that let-
ter, he thought that was an error, oh, they must have meant the
kidney stones, but he disclosed that he did have kidney stones and
they knew that when they gave him the insurance. He never knew
he had minor gallstones, never to his death was ever treated for
any gallstones, and was never treated for any aneurysm.

Ms. SCHAKOWSKY. So in addition then to having an unrelated
medical condition, it was something he didn’t know about at all. So
when we hear, as perhaps we will, about fraud from the insurance
companies, he even mentioned kidney stones that he didn’t have,
are you saying?

Ms. RADDATZ. He did have kidney stones and he did disclose
those and was treated for those, and he was given insurance de-
spite the fact that he had kidney stones. But had they not been
able to find his doctor, who was retired and on a fishing trip in an-
other State, they still might not have believed him because he had
no knowledge of it. Luckily, they were able to find the doctor, who
was able to say oh, yes, I never discussed those issues with him,
I never treated him for those, they were very minor and they ap-
peared on a CT scan but we never engaged in any treatment for
those whatsoever and I never disclosed them to him.

Ms. SCHAKOWSKY. But ultimately even that, didn’t it take the at-
torney general to get it changed?

Ms. RADDATZ. Oh, yes, it did, it absolutely did. Like I said, Lisa
Madigan, the Attorney General’s Office, and Dr. Babs Waldman
were wonderful and their staff were just incredible. They were
working daily on this file because they knew that the clock was
ticking every day and their investigations were——

Ms. SCHAKOWSKY. But what I am asking is, even if they found
the doctor on the fishing trip and the doctor had said what he
thought, that wasn’t enough apparently?

Ms. RADDATZ. It wasn’t. At that point they still wrote a letter
saying no, too bad, it was a material lack of disclosure, and Dr.
Waldman had to contact them again and discuss it further.

Ms. SCHAKOWSKY. And Ms. Horton, your situation is that your
policy was rescinded because you were seeking some insurance cov-
erage, or how did that work for you?

Ms. HORTON. I was seeking the policy when I was going over
from a group health insurance plan.

Ms. SCHAKOWSKY. So this is just a denial from the beginning be-
cause of——

Ms. HorTON. I was accepted and then the first time I went to
see a doctor I received a letter from Blue Cross stating that they
wanted all of my medical records, and it was a bill for just routine
blood work. It was to test my T4 level, which is your thyroid hor-
mone, and so it was routine blood work that anyone who has an
underactive thyroid, which I disclosed, would get and I had paid al-
most three times more in premiums than they needed to pay out
and they still sent me to this, you know, post-claims underwriting
department where they went through my medical records, they
found, you know, a mention of something in her notes that she
never disclosed to me, and both of my doctors wrote letters in sup-
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port of the fact that they had not discussed the condition with me
that they suspected I had but could prove.

Ms. SCHAKOWSKY. So we know that—it seems obvious that any-
thing that might relate to cancer treatment they are going to scour
the records. In your case, it might have been something about the
blood work that you were having?

Ms. HORTON. In my case, it just proves that there is no condition
too small that they are willing to send you to this department for.
You know, I did not have anything even close to life-threatening
nor as expensive as some of the people on the panel, and it just
shows you that you can’t be too young or you can’t be too healthy
for them to send you to this department.

Ms. SCHAKOWSKY. Thank you, Mr. Chairman.

Mr. STUPAK. Mr. Burgess for questions, please.

Mr. BURGESS. Thank you, Mr. Chairman.

Ms. Beaton, let me ask you, Blue Cross and Blue Shield came
back to you after finding out you needed the surgery and said that
they were taking your insurance and the date of rescission was
date‘?d back to the date of enactment of the insurance. Is that cor-
rect?

Ms. BEATON. I am kind of hard of hearing.

Mr. BURGESS. Your rescission was effective on 12/07, which was
the date that the insurance was initiated. Is that correct?

Ms. BEATON. Right. They gave me back all my premiums.

Mr. BUrGESs. OK. That was going to be my question. They re-
funded the

Ms. BEATON. I never cashed the check because Mr. Barton told
me never to cash it and I never did. They rescinded all my money
back to the day that they said—in simple language, they wanted
nothing to do with me. They gave me back every penny that I had
ever given them and they considered never being insured by them.

Mr. BURGESS. And Ms. Raddatz, what about in your brother’s sit-
uation? Was there a refund of premium back to the date of the re-
scission?

Ms. RADDATZ. Yes, they didn’t actually get to that point because
it got resolved before they refunded the money but they sent a let-
ter stating yes, you are rescinded to the date of the original con-
tract, which was before my brother had any cancer treatments at
all, and $200,000 back, so my brother would have to pay out of
pocket over $200,000 in medical expenses.

Mr. BURGESS. But they never got to the point where they sought
that refund from your brother?

Ms. RADDATZ. Well, again, the $200,000 was the amount that his
medical bills——

Mr. BURGESS. So those were subsequent bills?

Ms. RADDATZ. Right. That would have been what he would have
had to pay out because they were rescinding their contract and so
they were then stating we are rescinding all the way back to the
original date of the contract so you have never had any insurance
at all for the entire time you have had cancer. You now have no
insurance.

Mr. BURGESS. So that was actually—that retroactive pronounce-
ment also dealt with the money that they had used to pay for his
cancer treatment to date. Is that correct?
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Ms. RADDATZ. That is correct.

Mr. BURGESS. Now, in your brother’s situation also, I think you
said that he was told he would have to have a certain sum of
mon‘?ey or he couldn’t get the bone marrow transplant. Is that cor-
rect?

Ms. RADDATZ. That is correct.

Mr. BURGESS. But that wasn’t the insurance company that told
him that, that was the medical facility?

Ms. RADDATZ. That was the hospital coordinator. When I called
to literally beg her to schedule the stem cell transplant because my
brother was on pins and needles being ill, going through aggressive
chemotherapy and readying himself for this transplant, which is a
long step-by-step procedure medically, then they wouldn’t schedule
him because the insurance company said he is no longer insured
so we will not schedule you for your stem cell transplant that you
were supposed to have within the next 3 weeks, we will not sched-
ule you. So I got on the phone and literally begged her, and no.

Mr. BURGESS. Let me ask you a question. It doesn’t really have
to do with the subject of the hearing today but it figures into the
larger discussion that we are having. Was any other plan delin-
eated for you then, another option you might have would be med-
ical school at Northwestern or Cook County or were there any
other options discussed?

Ms. RADDATZ. No, there really weren’t because my brother’s doc-
tor was one of the most renowned doctors in the whole world on
the specific routine of treatment and he had a very specific type of
cancer that really had to be treated by that doctor in that hospital
at that time, and you can’t just say well, OK, you can have it a
couple months down the road or you can wait. I mean, again, the
Attorney General’s Office realized thankfully because it is headed
by a doctor, medical doctor, that time was of the essence.

Mr. BURGESS. It is just that I can recall multiple times when I
was in practice you come up on these situations and you find a way
to make it work for the patient. I guess I am a little frustrated in
your situation in that you were essentially allowed or offered no
other option. I appreciate the fact that particularly for that type of
non-Hodgkin’s lymphoma that it may require very, very specialized
type of care. My frustration is as a physician, I just cannot tell you
the times that I found another hospital or another way to make it
happen and not wait the lengths of time that you all are dis-
cussing.

Ms. Beaton, in Tarron County, I mean, there is a county hospital.
Was that ever—did anyone ever try to help you through that tangle
to try to get any care through John Peter Smith?

Ms. BEATON. I couldn’t qualify for that, but what I did do is, I
moved in with my sister in Cedar Hill for a while so I could declare
residency and went to Parkland Hospital, the Dallas county hos-
pital, tried to get help there. You get on a waiting list for a mastec-
tomy. And three or four times I went there and they lost my med-
ical records. They said why are you here. I said I am here, I have
cancer, I need to get a mastectomy. They said we will put you on
the waiting list. Well, I do believe with all my heart that today my
name still wouldn’t be up on the waiting list because they never
even contacted me back, but I am thankful to say that in trying
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to get help, like you said, going to all the county hospitals, applying
for the State programs, doing all that kind of stuff, Mr. Barton got
my insurance reinstated and I was able to have insurance with the
original doctor who I wanted to have insurance with.

Mr. BURGESS. Sure, and I appreciate that and I think that is—
I believe in continuity of care and I believe that is important, and
again, the other aspect is not really a part of our discussion today
but it is part of our broader discussion as we talk about strategies
for the future. I want to thank every one of our panelists for being
here today. Ms. Horton, I didn’t get to you. It is not because 1 was
afraid to get to you, I just didn’t have an opportunity, but thank
you too for your testimony as well. It was all very important today.

Thank you, Mr. Chairman. I will yield back.

Mr. STUPAK. Mr. Gingrey for questions, please.

Mr. GINGREY. Mr. Chairman, thank you, and I am going to direct
my question to Ms. Beaton.

Am I pronouncing that right?

Ms. BEATON. It doesn’t matter, Beaton, Beaton.

Mr. GINGREY. Ms. Beaton, we of course heard and listened very
intensely to your testimony and quite compelling, and I wanted to
take one quote from your written testimony and I think you said
when you get on a waiting list, cancer grows, and I think that was
in reference to the fact as you just testified to Dr. Burgess that you
were on that waiting list at the county hospital. There was an al-
ternative but thank God that your Congressman and my colleague,
Joe Barton, was able to intervene and you were able to get the care
at the private hospital and by your physician that you trusted and
that you wanted to do the surgery. This statement that you made
is absolutely right. I don’t know if you know it, but I am a physi-
cian too, an OB/GYN doctor before being elected to Congress, and
your statement is a profound one indeed: when you get on a wait-
ing list, cancer grows. And when we look at statistics of countries
where you routinely get put on a waiting list like the U.K. and oth-
ers, in particular in the treatment of breast cancer, in our country
where hopefully you don’t get put on a waiting list when you have
breast cancer, you get operated on quickly, the 5-year overall sur-
vival rate for breast cancer is 98 percent. But in the U.K. system
where you frequently get put on a waiting list, the 5-year survival
rate for breast cancer is 78 percent. That is a significant change,
and as you described to us, that 2-centimeter mass grew to 7 centi-
meters and lo and behold you have to have your lymph nodes re-
moved and I guess some of those were positive by the time you fi-
nally got operated on. Is that the case?

Ms. BEATON. Yes.

Mr. GINGREY. Well, with that information, let me just ask you
this question, and it relates to you in particular but it relates to
everybody in general, and I would appreciate your thoughts on
ways that you think that we can strengthen the private market so
that other people, anyone with chronic illness can find affordable
health insurance or do you think we should turn over our health
care system lock, stock and barrel to the compassion and efficiency
of our federal bureaucracy?

Ms. BEATON. All I can say is that I did go many, many different
places trying to get help and I spent hours and quit working and
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did all my focusing, instead of focusing on getting well and focusing
on my cancer, I focused on trying to get treatment, and I went to
every hospital in Dallas. I went to county hospital, I went to Fort
Worth, I went everywhere, and I don’t know how to fix it but all
I know is there something terribly wrong with the health care sys-
tem because when you go to big hospitals and there is so many peo-
ple there waiting for help, I went to all the clinics. I sat with all
the people that I just—you can’t even imagine how many people
are there waiting for help. You spend hours and hours. You prob-
ably spend the whole day trying to see a doctor. I did that. I did
that for weeks and never got help. So and the bad thing about that
is, when you go to different hospitals they give you different opin-
ions. Every time I went to a different hospital, my tumor was a dif-
ferent size. Every time I went to another hospital, one person
wanted to do one thing, one person wanted to do another. You get
a difference in diagnosis, a difference in treatment plans. So who
do you listen to, who do you know to listen to? And I don’t know
how to fix it but all I know is, when you have to go through this
like every one of us has been through what we have been through,
you just realize that it is something that is broken.

Mr. GINGREY. Ms. Beaton, I am going to reclaim my time because
I just have a few seconds left, but I really thank you for that testi-
mony, and I think you are absolutely right. There is something
that needs to be fixed, something is broken, and when we hear
from the second panel from the insurance companies, I am going
to make some suggestions to them how we can fix this system, but
it is my firm belief, Ms. Beaton, the other two, Ms. Horton, Ms.
Raddatz, that we can fix this system without, as I say, turning it
over lock, stock and barrel to a federal bureaucracy that routinely
is going to ration and put people on the waiting list. But we will
get into that later and I want to thank all three of you for being
here today and giving us such compelling testimony.

Mr. StupAaK. We will go to Mr. Walden, but please don’t accept
Mr. Gingrey’s description of a possible health care plan for the Na-
tion based upon those comments. Some of us on the other side see
it a little differently. But Mr. Walden for questions, please.

Mr. WALDEN. Thank you, Mr. Chairman. I appreciate the oppor-
tunity. I had to step out to another hearing I am involved in up-
stairs but I read your testimony this morning and so I appreciate
what you have been through, although none of us can really under-
stand what it is like to be in your shoes or that of your loved ones.
It is not a good thing.

We have two physicians here, both Dr. Gingrey and my colleague
from Texas, Dr. Burgess, and I think that is good to have. I hope
at some point, given some CMS’s role in overseeing HIPAA that
perhaps we could have the federal agency that also has a role in
this to come before our subcommittee as well to find out their take
on what is happening.

Ms. Horton, you stated that you think the applications are delib-
erately confusing. I have looked through some of those, and I un-
derstand what you mean. Could you be a little more specific the
kinds of questions that you found difficult and confusing?

Ms. HorToN. I haven’t looked at the application in 4 years since
I first filled it out so I can’t be super specific but I do remember
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them, you know, after looking at it again with my sister and broth-
er-in-law, they both said you would have to be a doctor or a lawyer
in order to figure out the application and fill it out to 100 percent
accuracy.

Mr. WALDEN. How would each of you improve that application
process? Because it seems to me that that is kind of the crux of
the argument here is, there are things that you didn’t know that
were on your medical records or your loved one’s medical records
that they didn’t know. I don’t know you ever disclaim knowledge
of something you have no knowledge of. That to me is one point
here. And then the second is to know as a layperson if you are on
some medication years ago and you haven’t been taking it, it would
be easy to forget that, I would think, or perceive that you no longer
have whatever that was that you took the medication for so you
don’t note it or you forgot it, and yet, you know, we also know there
are cases of fraud and those people that were like you with indi-
vidual policies paying more because people were deliberately trying
to get on the rolls, and our files that we got from the companies
indicate that too. So I am trying to figure out, how do we get a bal-
ance here where people like you and your loved ones aren’t re-
scinded from coverage and yet find this balance and it seems to get
back to the initial application process, the review of those applica-
tions and then better understanding for those of us who may be
signing up for that type of health insurance, so I am curious, how
would you fix at least that part of the process? Anyone want to
tackle that?

Ms. RADDATZ. I would just state that the insurance company at
the time you apply for insurance and you disclose your doctors,
they should be the ones that have to do the investigations. If they
don’t do the proper investigation at the time you apply, they
shouldn’t have the right to go back years later. You know, there is
a 2-year window for the insurance companies by which they can do
their investigations. No, that is wrong. They should have to inves-
tigate before they give you your insurance. They have all the oppor-
tunity to investigate then. You disclose your doctors, let them get
the records, let them look at and comb the records at that time.
Why are they doing that later on when people——

Mr. WALDEN. When you have a big claim.

Ms. RADDATZ. Pardon me? Absolutely. I mean, if that isn’t inten-
tional, what is? They want to save money and wait until you have
claims before they spend the investigative money to do what they
should do at the beginning. So all this time they haven’t done their
job. They are taking the consumer’s money and the consumer
thinks I am insured, but I am not insured and that is not right.
That law needs to be changed.

Mr. WALDEN. Ms. Beaton, do you want to comment on that?

Ms. BEATON. Yes. Just like myself, I asked could I have a phys-
ical. I wanted to have a physical for insurance and they said no,
we don’t do that. So I even offered to let them have a physical on
me, which to me that would be a good thing. You know, that way
if there is anything they don’t want, they don’t have to take you.

Mr. WALDEN. We have that in Medicare, I think.
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Ms. BEATON. They don’t do that at all, so they don’t want to
spend the money for a physical to give it to you to rule you out
then so you don’t get your hopes up and think you have insurance.

Mr. WALDEN. OK.

Ms. HORTON. I completely agree with what Ms. Raddatz said,
and I just wanted to add, you know, after this practice happens,
which hopefully we are going to stop it from happening in the first
place, but then when your physicians write letters on your behalf
and aid you in appealing to these insurance companies, the fact
that they give no weight whatsoever to what these physicians who
have been treating you for years say, it is totally unconscionable.

Mr. WALDEN. I was reading through some of those examples of
people who, you know, were rescinded and their physician says the
patient would have no idea of this, it is a note I put in the file I
never shared with them, and that doesn’t seem right. Would it be
helpful—and I realize I have run over my time here, but would it
be helpful if there were also—it seems like there is yes and no col-
umns on these forms. Given that I don’t think any of you are physi-
cians, would it be helpful if there maybe was an unsure, don’t know
column as well that you could check which then I would think if
I am the insurer would cause me to go ah, there may be something
here I should look at further. Because, I mean, the insurers, if you
read through their testimony, they make the case that look, it is
a very small percentage, although it is a very painful percentage—
I am just telling you what they are telling us—small percentage.
If we did everyone, it would slow down people getting access to in-
surance, blah, blah, blah. And so they are saying, you know, we go
investigate those where we have cause or an issue. That is some-
thing we will get into on the next panel. But, you know, there is
this notion that is a very small segment of the population and so,
you know, to get people covered they go this direction.

Ms. HorTON. I don’t believe that it is a very small segment of
the population. I believe that they send anyone who sends in a
claim to this post-claims underwriting department, and I have
heard many people who formerly worked, you know, at insurance
companies talk about these secret, you know, specific units that are
designed to find errors or omissions or whatever you want to call
them in people’s records so that they can go back and save money.

Mr. WALDEN. And I think we actually get some of that testimony
from our final witness from Georgetown that says it may be a
small percentage but it is perhaps a big percentage of the claim
costs.

Ms. RADDATZ. And I would just like to say, those are the people
you know of. There are many people out there who lose their insur-
ance and then go on Medicaid, go on welfare, go without insurance.
You are not aware of who those are. Those are their numbers.
Those aren’t the consumer’s numbers. We don’t really know how
many people are out there, and you know what? I don’t care if
there is just the three of us. That is too many. One too many who
dies because an insurance company cancelled their insurance is one
too many.

Mr. WALDEN. Ms. Beaton, any final comment? I just wondered if
you had any final comment on that point. It is OK if you don’t.

Ms. BEATON. I am real hard of hearing. What did you say?
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Mr. WALDEN. I just wondered if you had any final comment.

Ms. BEATON. Oh, I just agree with both of what they said and
I know so many people in my cancer group that I wish could be
here to talk to you, that you wouldn’t believe their stories. So it is
common practice and you will never know how common it is, and
when they hire nurses to investigate who sit there their whole shift
doing nothing but review medical records looking for things to get
rid of people, and that just shows you right there.

Mr. WALDEN. Indeed. Thank you very much.

Thank you, Mr. Chairman, for your indulgence.

Mr. STUuPAK. Thank you. I ask unanimous consent that a state-
ment from Rosa DeLauro, Member, be placed in the record.

[The information was unavailable at the time of printing.]

Mr. STUPAK. Let me just ask a question. You know, we have fo-
cused sort of on what happened to you three as we should and
rightfully so but, you know, we found close to 20,000 cases in look-
ing where there were rescissions over the last few years from three
insurance companies here who will be testifying on the next panel,
like a spouse gets in a bicycle accident and had some fractured
bones and they denied it because her husband had back surgery.
What bearing that had on the lady’s fractures is beyond me. But
that is what we are seeing. But Ms. Beaton, one thing I want to
ask you, in your testimony you stated, and I am going to quote
now, that you “live with fear every day of my insurance company.”
What are you afraid your insurance company might do?

Ms. BEATON. Without a doubt, some day they will cancel me.
Some day Mr. Barton won’t be there to protect me, and you know,
I am young and they will find something to get rid of me. Somehow
I won’t have insurance. Some day I will be—out of Blue Cross and
Blue Shield’s record they will find a way to get rid of me, and com-
ing here today I think will just about maybe do it.

Mr. STUPAK. So if your lost your insurance, you are afraid you
would never get insurance from another company since you have
been rejected once?

Ms. BEATON. If T lost my insurance what?

Mr. STUPAK. Are you afraid you would not be able to pick up an-
other individual health insurance policy?

Ms. BEATON. I am uninsurable. The only way I could ever get in-
surance, through being a registered nurse I could go back to work
in a hospital and be covered under a group. They could not deny
you that way. I have done a lot of research about that. But as far
as the individual policy, for the rest of my life I am uninsurable.

Mr. STUPAK. Because of your preexisting condition?

Ms. BEATON. Because of my cancer. Once you have cancer, you
are uninsurable forever.

Mr. StupAK. Thank you.

I apologize, Mr. Deal, I didn’t see you there, but 5 minutes for
questions.

Mr. DEAL. That will teach me to wear a light-colored suit. Thank
you, Mr. Chairman, and I just simply wanted to express my appre-
ciation to the witnesses for coming today. Certainly none of us con-
done abuses within the system, and you have pointed out some of
those that appear to be in that category, and I know that it took
a great deal of effort on your part to come and we appreciate your



46

courage and we appreciate your time that you have devoted to it.
I do not have any questions of you. I think your testimony speaks
for itself.

Thank you, Mr. Chairman. I yield back.

Mr. StupaK. Well, that was pretty quick. Well, let me thank this
panel for their testimony, their heartfelt testimony, and thank you
for shedding some light on this and bringing a human face to a
very serious problem. Thank you all for coming and thank you for
your testimony.

I would now like to call up our second panel of witnesses. On our
second panel, we have Don Hamm, who is the chief executive offi-
cer of Assurant Health; Mr. Richard Collins, who is the chief execu-
tive officer at Golden Rule Insurance Company, which is owned by
United Health Group; Mr. Brian Sassi—am I saying that right?

Mr. SAssI. Sassi.

Mr. STUPAK. Sassi, who is president and chief executive officer
at WellPoint Incorporated, and Ms. Karen Pollitz, who is the re-
search professor at Georgetown University Health Policy Institute.
Welcome, all our witnesses. It is the policy of this subcommittee to
take all testimony under oath. Please be advised that you have the
right under the rules of the House to be advised by counsel during
your testimony. Do you wish to be represented by counsel during
your testimony?

Mr. HAMM. Yes, if necessary.

Mr. STUPAK. Mr. Hamm, you would?

Mr. HAMM. Yes, if necessary.

Mr. StupAK. OK. So if any time during the questions if you want
to get advice from counsel, just let us know and we will allow you.
Counsel can’t testify but they can advise you. Mr. Collins?

Mr. CoLLINS. No, sir.

Mr. STUPAK. Mr. Sassi.

Mr. Sassi. No, sir.

Mr. STUPAK. Ms. Pollitz.

Ms. PoLLITZ. No.

Mr. STUPAK. So you are already standing. Let us raise your right
hand and we will take the oath.

[Witnesses sworn.]

Mr. STUPAK. Let the record reflect that the witnesses replied in
the affirmative. They are now under oath beginning with your
opening statement. You have 5 minutes for an opening statement.
You may submit a longer statement for inclusion in the record. Mr.
Hamm, if you don’t mind, I will start with you, start from my left
and go to our right.
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TESTIMONY OF DON HAMM, CHIEF EXECUTIVE OFFICER,
ASSURANT HEALTH, ASSURANT; RICHARD COLLINS, CHIEF
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UNITEDHEALTH GROUP; BRIAN A. SASSI, PRESIDENT AND
CHIEF EXECUTIVE OFFICER, CONSUMER BUSINESS,
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FESSOR, GEORGETOWN UNIVERSITY HEALTH POLICY INSTI-
TUTE

TESTIMONY OF DON HAMM

Mr. HaAMM. Chairman Stupak, Congressman Walden, members of
the subcommittee, I am Don Hamm, president and CEO of
Assurant Health. I welcome this opportunity to participate in the
hearing today. It is through dialog like this that we can continue
to address one of the most challenging issues of our time, providing
health insurance coverage for all Americans.

We appreciate that this subcommittee and Congress are com-
mitted to finding the right ways to address health care reform. If
a system can be created where coverage is available to everyone
and all Americans are required to participate, the process we are
addressing today, rescission, becomes unnecessary because risk is
shared among all. I passionately believe that all Americans must
have access to high-quality, affordable health care regardless of
their income or their health status, and I am proud to lead a great
company that provides health coverage to individuals and families
in 45 States. People need our products and we are proud to provide
them to thousands of Americans.

Individual medical insurance is portable and belongs to each con-
sumer. In these uncertain economic times, individual medical pro-
vides benefits to a growing population who do not receive em-
ployee-sponsored health coverage. That is why individual medical
is so important. We work hard to ensure our health questions in-
clude simple, easy and straightforward language. A correct medical
history is necessary so we can fairly assess the health risk of each
applicant. The vast majority of people complete the enrollment
form accurately. The underwriting process depends on this infor-
mation and we rely upon consumers’ disclosures. People applying
for individual insurance are given multiple opportunities to verify,
correct and complete the information they provide. They are given
10 days to notify us of any inaccurate information or to reject the
coverage.

As Assurant Health, we are acutely aware of how our coverage
affects people’s lives. It is a responsibility we take very seriously.
Unfortunately, there are times when we discover information that
was not disclosed during the enrollment process, and when this in-
formation is brought to our attention, we ask additional questions
to determine if the information would have been material to the
underwriting risk we assumed. Accurate risk assessment keeps
rates lower for all.

Assurant Health does not want to rescind coverage. We are in
fact in the business of providing health care coverage. We regret
the necessity of even a single rescission. The decision i1s never easy,
and that is why we follow a fair and thorough process that includes
a number of careful reviews. Here is how our system works. When



48

we become aware of a condition that existed prior to the applica-
tion date and that information was not disclosed, a senior under-
writer reviews the omitted information to determine if it was mate-
rial to the underwriting decision. Then the underwriting manager
verifies the analysis. If the omission was not material, the review
is complete. If the omission was material, the underwriter makes
a recommendation to a review panel, which includes at least one
physician. This review panel evaluates the information and makes
a decision. The amount of the potential claim is never disclosed to
the underwriters or to the review panel. The decision to rescind is
only made when the undisclosed information would have made a
material difference to the underwriting decision based on our
guidelines. The consumer is given the opportunity to provide addi-
tional information before coverage is rescinded. This information is
evaluated and a decision is made. If the consumer is dissatisfied
with the decision, we provide multiple opportunities to appeal,
which now includes an option to request a medical review by an
independent third-party company.

Rescission affects less than one-half of 1 percent of the people we
cover. Yet it is one of many necessary protections for affordability
and viability of the individual health insurance in the United
States. Assurant Health supports the principle that everyone in the
United States deserves affordable health care and we see reform of
our Nation’s health care system as a shared responsibility between
doctors, consumers, health insurers and policymakers who collec-
tively can deliver effective solutions to provide coverage for all
Americans, and that is why at Assurant Health we will continue
to participate in efforts to reform and improve health care in Amer-
ica. Thank you.

[The prepared statement of Mr. Hamm follows:]
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Chairman Stupak, Ranking Member Walden, and Members of the Subcommittee, | am
Don Hamm, President and CEO of Assurant Health.

I welcome the opportunity to participate in this hearing. It is through dialogue like this
that we can achieve the goal we all share - providing heaith care coverage for all
Americans.

We appreciate that Congress and the Members of this Subcommittee are committed to
finding the right ways to address health care reform. If a system can be created where
coverage is available to everyone and all Americans are required to participate — the
process we are addressing today - rescission — becomes unnecessary because risk is
shared among all.

| passionately believe that everyone must have access to high-quality, affordabie heaith
care regardless of their income or heaith status. | am proud to lead a great organization
that provides insurance coverage to individuals and families in 45 states.

People need our products, and we are proud to provide them.

Assurant Health is the brand name for individual medical insurance products
underwritten and issued by Time Insurance Company and John Alden Life Insurance
Company. We have been in the health insurance business for a long time. in fact,
Time Insurance is one of the nation’s oldest health insurers.

Assurant Health is headquartered in Milwaukee, with offices across the country. There
are almost 2,500 employees on the Assurant Health team and our products are offered
through more than 150,000 local insurance agents.
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Individual Medical Insurance

Assurant Health understands the importance of health care coverage. More than 17
million Americans are covered by individual medical insurance.

Participation in the individual insurance marketplace is voluntary. Consumers decide

when to purchase insurance and have a broad spectrum of alternatives.

Individual medical insurance is not dependent on employment, but rather, is portable
and belongs to each individual. In these uncertain economic times, individual medical
insurance provides increasingly important benefits to a growing number of people who
do not receive employer-sponsored heaith care coverage.

Under the current system, all insurance companies must thoroughly analyze risk
through the underwriting process before they offer coverage. Without deing so, the cost
of coverage for all insurance would increase. Insurers rely on the accuracy of the
medical information gathered through the enrollment process to make coverage
decisions and to appropriately price and manage the risk they accept.

The Underwriting Process

Under the current system, where purchasing health care insurance is voluntary, people
applying for coverage are asked about their medical history and status. Insurers seek
information about medical treatment, visits, medications and symptoms.

Assurant Health's enroliment questionnaires are written in simple, easy-to-understand,
straight-forward language so that people can easily and accurately report their medical
history. If the questions on the application are answered accurately and completely,
then we are able to assess the health risk and determine whether to offer coverage and
at what price. Risk is pooled and prices are set based on the overall risk posed by the
population of people that qualify for coverage.



52

Testimony of Don Hamm
Assurant Health
June 16, 2009

H

Health

The vast majority of people fill out the enroliment form completely and accurately and
we rely upon that information when determining whether to issue coverage. That is why
we do not, as a matter of course, request medical records on each applicant who
applies. To do so would be unnecessarily intrusive, limit access to health coverage by
delaying issuance, and significantly increase administrative costs for all policyholders.

When we become aware of incomplete or inaccurate health information on the
enroliment form, we inquire further. If additional review is needed, we ask the applicant
for clarification and we may also request medical records from treating physicians in
appropriate circumstances. Applicants often have immediate need for protection and
we try to make our underwriting process as efficient as possible.

Assurant Health provides people with muitiple opportunities to review their enroliment
forms for accuracy and completeness. Once an offer of coverage is made, we mail the
insurance contract and enclose a copy of the enroliment form. We remind customers
that we have relied on the information on the enroliment form and ask that they read
and review it for accuracy and completeness. We point this out both in a short cover
letter and on the first page of the contract itself. The consumer is given 10 days to
notify us of any inaccurate information or to reject the coverage.

Review Process

Unfortunately, there are times when we discover that an applicant did not provide
complete or accurate medical information when we underwrote the risk. When this
information comes to our attention, a senior underwriter reviews it to determine if it
would have been material to the underwriting decision. A different underwriting
manager then verifies the analysis. If we determine that the omission was not material,
the review is complete and we do not rescind the coverage.
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If the omission was material, the underwriting manager makes a recommendation to a
review panel, which includes at least one physician. This panel evaluates the
information and makes a decision. The amount of the potential claim is never
disclosed to the underwriters or review panel.

The decision to rescind is made only in cases where the undisclosed information would
have made a material difference to the underwriting decision based on our guidelines.

The consumer is given the opportunity to provide additional information before coverage
is rescinded. This information is evaluated and a decision is made.

If the consumer is dissatisfied with the decision, we provide multiple opportunities for
appeal, which now include the option to request a medical review by an independent,
third-party company.

If the rescission review process determines that the omitted information is material,
Assurant Health attempts to avoid rescission by offering other options. For example,
many people are offered an exclusionary rider for the previously undisclosed condition,
so that the coverage otherwise continues in effect. Even if the application would have
been declined had the accurate information been known when we underwrote the risk,
Assurant Health does not rescind coverage for the entire family, but rather, offers to
“reform” the coverage so that other family members can maintain their health insurance

coverage.

Rescission is rare. It affects less than one-half of one percent of people we cover. Yet,
it is one of many protections supporting the affordability and viability of individual health

insurance in the United States under our current system.
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Health Care Reform in the United States

Assurant Health supports the principle that everyone in the United States deserves
access to affordable healthcare regardless of their income or health status.

We see reform of our Nation’s healthcare system as a shared responsibility between
doctors, consumers, health insurers and policy makers — who collectively can develop

effective solutions to provide coverage for all citizens.

Americans deserve a better health care system and that is why Assurant Health
continues to participate in efforts to improve health care in the United States.

Thank you.
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Assurant Health
President & CEO

Don Hamm became President of Assurant Health in September 2002 and Chief Executive
Officer in January 2003. Don has a long history with the company. Starting in 1982, he
served as Chief Information Officer while also heading up health operations and the
Small Group department. He then worked as a principal with William M. Mercer, a
consultant with Tillinghast Towers Perrin and Vice President of the Southeast Region for
Blue Cross/Blue Shield of Wisconsin. He rejoined Assurant Health in 1999 as Senior
Vice President and Chief Financial Officer.

Don has a bachelor’s degree in actuarial science from Drake University and a master's
degree in health care management from the University of Wisconsin — Milwaukee
(UWM). He is a Fellow in the Society of Actuaries (FSA), a member of the American
Academy of Actuaries (MAAA) and a Fellow of the Life Management Institute (FLMI).

Don serves on the Executive Committee of America's Health Insurance Plans (AHIP) and
is active in the community, serving on the board of the Milwaukee Symphony Orchestra
and the Greater Milwaukee Committee. He is also an advisory council member of the
UWM School of Business and has served as the Co-Chair of the Health Division for the
United Way Workplace Giving Campaign from 2006 through 2008.
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Mr. STUPAK. Thank you, Mr. Hamm.
Mr. Collins, your opening statement, please, sir.

TESTIMONY OF RICHARD COLLINS

Mr. CoLLINS. Good morning, Chairman Stupak, Ranking Member
Walden, members of the subcommittee, thank you for inviting me
to testify today. My name is Richard Collins. I am the CEO of
Golden Rule Insurance Company. We are a UnitedHealth Group
business that sells health insurance policies to individuals and
their families. Golden Rule has been offering this important cov-
erage for over 60 years. We seek to offer innovative and affordable
products to meet the diverse health care and financial needs of our
customers.

In our current health care delivery system, the individual insur-
ance market operates primarily for families who do not have access
to group insurance or government benefit programs. We have long
advocated that our country needs comprehensive reform that in-
cludes modernizing our delivery system, tackling the fundamental
drivers of health care cost growth, strengthening employer-based
coverage, and providing well-targeted support for low-income fami-
lies. To be effective, we believe the modernization of the individual
market needs to contain all the following elements.

First of all, individuals must be required to obtain and maintain
health coverage so that everyone participates in both the benefits
and the costs of the system. Second, insurers should be able to set
rates within limited parameters of age, geography, family size and
benefit design, just as they do in the group market. However, and
I want to emphasize this point, rates should not vary on health sta-
tus and coverage should be guaranteed regardless of preexisting
medical conditions for those that maintain continuous coverage.
Third, low- and middle-income families should receive some form of
subsidiary to ensure they have the same access to care as all Amer-
icans. Fourth, insurers should be able to offer a wide spectrum of
plan designs to allow American families the flexibility to choose a
plan that fits their budget, and lastly, the tax treatment of indi-
vidual insurance premiums should be on par with employer cov-
erage.

Until comprehensive reform is achieved, we believe the medical
underwriting of individual policies will continue to be necessary. If
these changes are instituted, most of the reasons for individual
medical underwriting as well as most of the reasons for rescissions
and terminations of policies would cease to exist. Our company
mission is to improve the health and well-being of all Americans.
In the individual market, we accomplish this by covering as many
consumers as possible with quality health insurance. We also work
to keep our products affordable to accomplish our mission because
the primary barrier to access is affordability. We understand that
we have a responsibility to treat all of our policyholders fairly and
I assure you, we take this responsibility very seriously.

Unfortunately, for a variety of reasons, some people choose not
to purchase individual health insurance until they have a signifi-
cant health event. This decision not only has enormous physical
impact and financial impact on these families but raises the cost
of health care for everyone. As you know, the practice of rescission
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has long been recognized by the laws of virtually every State. Re-
scission is uncommon but unfortunate and a necessary recourse in
the event of material and at times intentional or fraudulent
misstatement or omission on an insurance application. Under our
current system, failure to act on these cases is fundamentally un-
fair to those working families that play by the rules because it
would severely limit our ability to provide quality and affordable
health insurance. In the rare event that we determine it is nec-
essary to rescind coverage and after a thorough investigation of the
facts and in compliance with State laws and regulations, we follow
practices and procedures designed to ensure a fair and transparent
process for the individual. And as I indicated, our use of rescission
is rare. Less than one-half of 1 percent of all individual insurance
policies in 2008 were terminated or rescinded and in each case the
affected customer was afforded the right of appeal.

In conclusion, we look forward to working with this committee,
the Congress, State and federal regulators to continue to expand
access to affordable health insurance coverage in the individual
market. Thank you.

[The prepared statement of Mr. Collins follows:]



58

311
!y\;

UnitedHealth Group'
UnitadHealth Broup
o LR N Suite 530 Washi 6 20004
el 202 3836400 Fax 202 383 8412
Testimony of
Richard A. Collins

Chief Executive Officer of Golden Rule Insurance Company
Before the
House Energy and Commerce Committee
Oversight and Investigations Subcommittee
On

June 16, 2009



59

TESTIMONY OF RICHARD A. COLLINS
BEFORE THE COMMITTEE ON ENERGY AND COMMERCE
SUBCOMMITTEE ON OVERSIGHT AND INVESTIGATIONS
UNITED STATES HOUSE OF REPRESENTATIVES
JUNE 16, 2009

Chairman Stupak, Ranking Member Walden, and members of the subcommittee, thank
you for inviting me to testify today on the individual insurance market. My name is
Richard Collins, and I am the CEO of Golden Rule Insurance Company, a UnitedHealth
Group business that sells health insurance policies to individuals and their families.

Golden Rule has been offering this important coverage option for more than 60 years.
We seek to offer innovative and affordable products that meet the diverse health care and

financial needs of our customers.

In our current system of health care delivery, the individual insurance market operates
primarily for families who do not have access to group coverage or to government heaith
benefit plans. Unfortunately, for a variety of reasons some individuals choose not to »
purchase private health insurance until they have a significant health event. This decision
not only has an enormous physical and financial impact on these individuals and their

families, but raises the cost of health care for everyone.

We have long advocated that our country needs comprehensive health reform that
includes modernizing our delivery system, tackling the fundamental drivers of health care
cost growth, strengthening employer-based coverage, and providing well-targeted support
for low-income families. Further, these fundamental elements of reform should be
pursued alongside the constructive changes to the individual insurance market that we,
along with our industry partners, have proposed.
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To be effective, we believe modemization of the individual market needs to contain ail of

the following elements.

¢ First, individuals must be required to obtain and maintain health coverage so that
everyone participates in both the benefits and the costs of the system.

¢ Second, insurers should be able to set rates within the limited parameters of age,
geography, family size, and benefit design — just as they do in the group market.
Similarly, individuals should be permitted to take advantage of lower rates if they
make heaithy lifestyle choices. However, rates should not vary based on health
status, and coverage should be guaranteed, regardless of pre-existing medical
conditions for those that maintain continuous coverage.

¢ Third, low- and middle-income families should receive some form of subsidy to
ensure that they have access to the same care as all other Americans.

» Fourth, insurers should be able to offer a wide spectrum of plan designs to allow
American families the flexibility to choose a plan that fits their budget,

¢ And lastly, the tax treatment of individual insurance premiums should be on par

with that for employer coverage.

Until comprehensive reform is achieved, we believe that the medical underwriting of
individual policies will continue to be necessary. If these changes are instituted, most of
the reasons for individual medical underwriting - as well as most of the reasons that

individual policies are rescinded or terminated — would cease to exist.

Our company mission is to improve the health and well being of all Americans. In the
individual market we accomplish this by covering as many consumers as possible with
quality health insurance. We also work to keep our products affordable to accomplish
our mission. We have a responsibility to treat all of our members fairly and I can assure

you we take this responsibility very seriously.

As you know, the practice of rescission has long been recognized by the laws of virtually
every state. Rescission is an unfortunate but necessary recourse in the event of a material

- and at times intentional or fraudulent — misstatement or omission in an insurance
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application. Under our current system, failure to act on these cases is fundamentally
unfair to individuals and working families that play by the rules and it would further limit
our ability to provide quality and affordable health care for every American.

In the rare event that we determine it is necessary to rescind coverage after a thorough
investigation of the facts and in compliance with existing state laws and regulations, we
follow practices and procedures designed to ensure a fair and transparent process for the
individual. And, as I indicated, our use of rescission is rare. Less than one half of one
percent of all of our individual insurance contracts in 2008 were terminated or rescinded.
And in each case the affected customer was afforded the right to appeal.

We look forward to working with this committee, the Congress and state and federal
regulators on ways to continue to expand access to affordable health insurance coverage
in the individual market. Thank you.
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Mr. StUuPAK. Thank you.
Mr. Sassi, your opening statement, please.

TESTIMONY OF BRIAN SASSI

Mr. Sassi. Thank you, Chairman Stupak, Ranking Member Wal-
den and members of the committee for inviting me to testify before
you today. I am Brian Sassi. I am the president and CEO of the
consumer division of WellPoint.

We take contract rescissions very seriously because we under-
stand the impact these decisions can have on individuals and fami-
lies. We have put in place a thorough process with multiple steps
to ensure that we are as fair and as accurate as we can be in mak-
ing these difficult decisions. I want to emphasize that rescission is
about stopping fraud and material misrepresentation that con-
tribute to the spiraling health care costs. By some estimates,
health care fraud in the United States exceeds $100 billion, an
amount large enough to pay for covering nearly half the 47 million
uninsured. Rescission is a tool employed by WellPoint and other
health insurers to protect the vast majority of policyholders who
provide accurate and complete information from subsidizing the
cost of those who do not. The bottom line is that rescission is about
combating cost driven by these issues. If we fail to address fraud
and material misrepresentation, the cost of coverage would in-
crease, making coverage less affordable for existing and future indi-
vidual policyholders.

I would like to put this issue in context. While most people who
are under the age of 65 obtain health insurance through their em-
ployers, some 15 million Americans purchase coverage in the vol-
untary individual market. In a market where individuals can
choose to purchase insurance at any time, health insurers must
medically underwrite applicants for current health risk. If an indi-
vidual buys health coverage only when he or she needs health care
services, the system cannot be sustained. While we understand and
appreciate that this is a critical personal issue, individual market
rescission impacts an extremely small share of the individual mar-
ket membership. In our experience, we believe that more than 99
percent of all applicants for individual coverage provide accurate
and complete information. In fact, as a percentage of new indi-
vidual market enrollment during 2008, we rescinded only one tenth
of 1 percent of individual policies that year.

The issue of rescission in health insurance surfaced in the media
in 2006 and 2007, generating the public concern that we are here
talking about today. Our main point today is the same as it was
then: a voluntary market for health insurance requires that we
protect our members from costs associated with fraud and material
misrepresentations. Otherwise the market cannot be sustained.

In response to the public concern over the practice of rescissions,
in 2006 WellPoint undertook a thorough review of our policies and
procedures. Following that review, WellPoint was the first insurer
to announce the establishment of a variety of robust consumer pro-
tections that ensure rescissions are handled as accurately and as
appropriately as possible. These protections include, one, creating
an application review committee which is staffed by a physician
that makes rescission decisions; two, establishing a single point of
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contact for members undergoing a rescission investigation; and
three, establishing an appeal process for applicants who disagree
with our original determination which includes a review by an ap-
plication review committee not involved in the original decision.
And then in 2008, WellPoint was the first in the industry to offer
a binding, external, independent third-party review process for re-
scissions.

We have put all these protections in place with multiple steps be-
cause we cover millions of Americans and want to be as fair and
as accurate as we can be. Some have asserted that health insurers
provide a systematic reward for employees regarding rescissions.
This is absolutely not the case at WellPoint. I want to assure the
committee that there is no WellPoint policy to either factor in the
number of rescissions or the dollar amount of unpaid claims in the
evaluation of employee performance or in calculating employees’
salary or bonuses.

In response to policymaker interest in enacting consumer protec-
tions related to rescission, WellPoint is proposing a set of rescission
regulations with new consumer protections, and I have outlined
these in my written testimony to the subcommittee. In addition,
the health insurance industry has proposed a set of comprehensive
and interrelated forms to the individual health insurance market
as a whole. The centerpiece of this proposal is the elimination of
medical underwriting combined with an effective and enforceable
personal coverage requirement. In other words, insurers sell to ap-
plicants regardless of preexisting conditions as long as everyone en-
ters the risk pool by purchasing and maintaining coverage. This
would render the practice of rescissions unnecessary. Our proposals
are examples of how we are working to find common ground on
these issues so that we can make quality, affordable health care
available to all Americans.

Thank you for the opportunity to discuss this issue and our pro-
posals with you. I look forward to your questions.

[The prepared statement of Brian Sassi follows:]
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Thank you Chairman Stupak, Ranking Member Walden, Chairman Waxman and Ranking

Member Barton for inviting me to testify before you today.

We take contract rescissions very seriously because we understand the impact these decisions
can have on individuals and families. We have put in place a thorough process with multiple
steps to ensure that we are as fair and as accurate as we can be in making these difficult

decisions.

I want to emphasize that rescission is about stopping fraud and material misrepresentations that
contribute to spiraling health care costs. By some estimates, health care fraud in the U.S.
exceeds $100 billion per year,' an amount large enough to pay for covering nearly half of the 47
million uninsured. Rescission is one tool employed by WellPoint and other health insurers to
protect the vast majority of policyholders who provide accurate and complete information from
subsidizing the costs related to fraud and material misrepresentations. The bottom line is that
rescission is about combating cost driven by fraud and material misrepresentation. If we fail to
address fraud and material misrepresentation, the cost of coverage would increase, making

coverage less affordable for existing and future individual policyholders.

1 would like to put this issue in context. While most people who are under the age of 65 receive
coverage through their employers, some 15 million Americans purchase coverage in the
voluntary individual market. In a market where individuals can choose to purchase insurance at
any time, health insurers must medically underwrite applicants for current health risk. If an
individual buys health coverage only when he or she needs health care services, the system

cannot be sustained.

While we understand and appreciate that this is a critical personal issue, individual market
rescission impacts an extremely small share of the individual market membership. In our
experience, we believe that more than 99 percent of all applicants for individual coverage
provide accurate and complete information. In fact, as a percentage of new individual market

enroliment during 2008, we rescinded only one-tenth of one percent of the policies that year,

! Spartow, Malcolm. License to Steal.



66

e During 2008, we enrolled approximately 873,000 new individual market members
and rescinded 1,275 contracts, approximately one tenth of a percent of the new

enroliment (.001).

o During the first four months of 2009, we enrolled approximately 283,000 new
individual market members and rescinded 303 contracts, again approximately one

tenth of a percent of new enroliment (.001).

I know that the Committee has been hard at work on health care reform and that some of these
discussions have focused on ways to combat fraud and abuse within the government run
programs. The federal government has concluded that fraud contributes significantly to
Medicare, Medicaid, and welfare costs, and the government has increased its efforts through
audits and other anti-fraud initiatives to reduce fraud, waste and abuse in these programs. Our
efforts to reduce fraud that contributes to spiraling health insurance premiums is no different.
Contract rescission is a standard practice in all industries involving contracts, including the
federal government and its programs, where contract law provides that when a party is induced

into a contract by material misrepresentations, that party has a right to rescind the contract.

The issue of rescission in health insurance surfaced in the media during 2006 and 2007,
generating the public concern we are discussing here today. Our main point today is the same as
it was then: a voluntary market for health insurance requires that we protect our members from
costs associated with fraud and material misrepresentations. Otherwise the market cannot be

sustained.

In response to public concern over the practice of rescissions, WellPoint in 2006 undertook a
thorough review of our policies and procedures. Following that review, WellPoint was the first
insurer to announce the establishment of a variety of robust consumer protections that ensure
rescissions are handled as accurately and appropriately as possible. These protections include: 1)
creating a new Application Review Committee which includes a physician that makes rescission
decisions, 2) establishing a single point of contact for members undergoing a rescission
investigation, and 3) establishing an appeal process for applicants who disagree with our original

determination which includes a review by an Application Review Committee not involved in the
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initial decision. And in 2008, WeliPoint was the first in the industry to offer a binding, external,

independent third-party review process for rescissions.

We have put all of these protections in place with multiple steps because we cover millions of

Americans and want to be as fair and accurate as we can be.

Some have asserted that health insurers provide a systematic “reward” or job performance
recognition for employees regarding rescissions. This is absolutely not the case at WellPoint.
While we did respond to the Committee’s request by providing rare references to rescissions
contained in two performance reviews from 2003, this does not reflect any policy, and I want to
assure the Committee that there is no WellPoint policy to factor either the number of rescissions
or the value of claims not paid in the evaluation of employee performance or when calculating

employee salary or bonuses.

In response to policymaker interest in enacting consumer protections related to rescission,
WellPoint is proposing a set of rescission regulations with new consumer protections, which
include the following:

s Establishing an independent third-party review process for rescission disputes.

s A requirement that all insurers provide an opportunity for new enrollees to review the
application for coverage.

s A new regulator “health question bank™ that insurers must draw upon to develop their
health history questionnaire.

* A requirement that rescissions impact only the individual for which incorrect information
was provided, not the entire family.

e A requirement that insurers complete a rescission investigation within 90 calendar days
of receiving all information requested during the investigation process from the
individual and third parties.

* A prohibition against rescinding contracts that have been in place for more than two
years.

o A requirement that every insurer’s rescission review process include a physician.

e A requirement that every insurer’s rescission review process include an opportunity for
an expedient appeal that involves a review by an internal committee that was not
involved in the original decision to rescind and that includes a physician.

* A requirement that every insurer establish a liaison that provides a single point-of-contact
for an individual going through a rescission investigation.
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e A requirement that allows an individual to purchase a policy he or she would have been
eligible for had he or she included the appropriate information on the application.

In addition, the health insurance industry has proposed a set of comprehensive and interrelated
reforms to the individual health insurance market as a whole. The centerpiece of this proposal is
the elimination of medical underwriting combined with an effective and enforceable personal
coverage requirement. In other words, insurers would sell to all applicants, regardless of
preexisting conditions, as long as everyone enters the risk pool by purchasing and maintaining

coverage. This would render the practice of rescission unnecessary.

Our proposals are examples of how we are working to find common ground on these issues so
that we can make quality, affordable health coverage available for all Americans. Thank you for
the opportunity to discuss this issue and these proposals with you. T look forward to your

questions.
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Mr. StuPAK. Thank you.
Ms. Pollitz, your opening statement, please.

TESTIMONY OF KAREN POLLITZ

Ms. PorLiTZ. Thank you, Mr. Chairman, members of the com-
mittee. I am Karen Pollitz and I study private health insurance
and its regulation at Georgetown University. Thank you for holding
this hearing today. Health insurance rescission is a serious issue
of utmost importance. In addition to the devastation that it visits
on people, the problems explored today can teach us lessons that
will be important for health care reform.

The individual market is a difficult one, as we all know, and be-
cause it is small and voluntary and vulnerable to adverse selection,
there has been a lot of resistance to enacting a lot of incremental
reforms to govern practices in this marketplace. However, with the
enactment of HIPAA in 1996, the Congress did act to apply one im-
portant rule broadly to all health insurance including individual
health insurance, and that is the rule of guaranteed renewability.
Prior to HIPAA, individuals and small employers who bought
health insurance and then made claims would sometimes have
their coverage cancelled and HIPAA sought to fix that by requiring,
and I quote “except as provided in this section, a health insurance
issuer that provides individual health insurance coverage to an in-
dividual shall renew or continue in force such coverage at the op-
tion of the individual. Only narrow exceptions to guaranteed re-
newability are permitted and with respect to policyholders’ behav-
ior, the policy can be renewed or discontinued only if the individual
moves out of the service area, fails to pay their premium or com-
mits fraud.”

Congress relies on States to adopt and enforce HIPAA protec-
tions and the federal government is supposed to directly enforce
when States do not. As States implemented HIPAA, they adopted
the guaranteed renewability rule but other conflicting provisions in
State law remained unchanged. In particular, laws governing so-
called contestability periods continue to permit insurers to engage
in post-claims underwriting and to rescind policies or deny claims
based on reasons other than fraud and failure to pay premiums.
State laws create a window, usually two years, when claims made
under a policy can be investigated to determine whether they may
be for a preexisting condition. After the period of incontestability,
a policy can be rescinded or a claim denied only on the basis of
fraud, but during the window, if a claim is submitted by a new pol-
icyholder, the original application for coverage is reinvestigated,
and if any, even unintentional, material misstatement or omission
is discovered, consumers may lose their health insurance. That con-
flicts with HIPAA.

Now, clearly, when it comes to post-claims underwriting, protec-
tion against fraud is important but there is evidence that some in-
surance companies are not nearly as careful as they should be in
their initial medical underwriting and rely instead on post-claims
underwriting to catch their mistakes later. Applications for cov-
erage may ask broad, vague or confusing questions, use technical
terms and make it very difficult for consumers to answer accu-
rately and completely, or other follow-up that should occur in the
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initial underwriting may not. For example, if a 62-year-old submits
an application indicating absolutely no health problems or health
history that application may be considered and coverage issued
without any further investigation at the time of application. Mar-
ket competition and profitability create pressures on medical un-
derwriters to do their jobs more quickly and cheaply. However, if
medical underwriting is allowed in health insurance, it has to be
completed upfront before coverage is issued. The recent subprime
mortgage scandals where banks issued mortgages without ade-
quate screening of consumers’ financial status offers an analogy.
When insurers issue medical underwritten coverage without care-
fully screening an applicant’s health status and rely on post-claims
investigations to avoid incurring a loss, consumers are vulnerable.
How extensive is this problem? It is hard to say. The industry has
offered its own estimates but official data are lacking, and that is
troubling. The federal government has not kept track of this issue.
At a hearing of the Government Oversight Committee last year, a
witness for the Bush Administration testified that she had not
acted on press reports of inappropriate rescissions or even looked
into them. She did not appear to be aware of conflicts in current
State law and she testified she had only four people on her staff
who worked part time on HIPAA private insurance issues.

In conclusion, Mr. Chairman, this investigation into health insur-
ance rescission has trained a spotlight on an important question.
If the Congress enacts a law or an entire health care reform pro-
posal, how will you know if that law is being followed? It is fun-
damentally important that along with federal protections for health
insurance, you also enact reporting requirements on health insur-
ers and health plans so that regulators can have access to complete
and timely data about how the market is working in order to mon-
itor compliance with the law. Congresswoman DeLauro has intro-
duced a bill to create a federal office of health insurance oversight
that establishes such reporting requirements on insurers and that
appropriates resources so that the federal government and State
insurance departments together can carry out those responsibil-
ities. I hope the Congress will follow her leadership and make ade-
gua‘ce oversight and enforcement resources part of health care re-
orm.

[The prepared statement of Karen Pollitz follows:]
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Good morning Mr. Chairman and Members of the Committee.

I am Karen Pollitz, a Research Professor at the Georgetown University Health Policy
Institute, where my colleagues and I study private health insurance and its regulation.

I applaud you for holding this hearing and for the investigation into rescission that
preceded it. Rescission of health insurance coverage is a serious issue of utmost
importance. It merits close scrutiny not only because of the devastation that coverage
loss can cause for individuals, but also for broader lessons that can be learned as you
embark on comprehensive health care reform.

Background information about individual health insurance
Rescission is just one problem facing individual health insurance market today. Other
problems and weaknesses have been well documented.

In our dynamic system of health coverage, the health insurance status of individuals can
change frequently. On average, two million Americans change or lose health coverage
each month." Particularly in this economy as layoffs sever access to job-based health
coverage, people desperately need to find secure, affordable coverage on their own. The
individual market is the place where they turn, but too often this market fails to deliver
adequate, affordable, and secure health coverage. In most states individual health
insurance is medically underwritten, which means eligibility based on health status. Even
slight health problems can trigger denial of an application or an offer of coverage with
surcharged premiums or limits on covered benefits. Medical conditions discovered in the
course of medical underwriting may be permanently excluded from coverage.

Coverage under individual policies is typically far less than that provided under employer
sponsored group health benefit plans and is often inadequate. Individual health insurance
policies are characterized by high cost sharing and the exclusion or limitation of key
benefits such as prescription drugs, maternity, and mental health care.® Coverage in this
market is also inefficient with administrative costs accounting for 30 percent or more of
premiums, compared to 7 percent for large group health plans.*

Rates of turnover in the individual market are also very high. Most policyholders remain
enrolled less than two years.” Understandably people who rely on this market while they
are between eligibility for job-based or public plans will leave as soon as they can rejoin
other subsidized coverage. However, individual market insurers also engage in other
practices to discourage people from staying as they age and their health status declines.
For example, age rating can surcharge premiums for older policyholders by a factor of
three to five, sometime even more. Durational rating applies surcharges at renewal for
tenure; healthy policyholders can evade these surcharges by applying for new coverage
and re-submitting to medical underwriting, but that option won’t work for people who
have become sick. Many insurers will also periodically introduce new products on the
market and slow or cease marketing of older policies. This is sometimes described as
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closing a block of business. Once older products no longer have a steady influx of new,
healthy policyholders, the average health status of enrollees rapidly decreases and their
premiums begin to spiral, eventually forcing them to drop or decrease coverage.

Making the individual health insurance market work better has, admittedly, presented a
daunting challenge. This unsubsidized voluntary market is vulnerable to adverse
selection. Many states have been reluctant to apply market reforms, such as guaranteed
issue and community rating, to the individual market in the same way that these rules are
more often applied to small group coverage. To date, Congress also has declined to
apply many incremental reforms to the individual market. However, with the enactment
of the Health Insurance Portability and Accountability Act of 1996, Congress did act to
apply one important rule broadly to the individual health insurance market — guaranteed
renewability.

Federal law guaranteed renewability requirement

Problems of individuals and small employers who had health coverage cancelled in the
wake of expensive claims for medical care were widely reported in the 1980s and 1990s.
This was a clear threat to health security that people expected from their insurance
coverage. During the health care reform debate of 1993-1994, President Clinton’s plan
provided for guaranteed renewability of all health insurance, as did counter proposals put
forth by many others.” Calls for guaranteed renewability continued after that national
health care reform debate concluded, and in 1996, the protection was included in the
federal minimum requirements established for all health insurance by HIPAA. For
individual health insurance policies, HIPAA requires

6

“Except as provided in this section, a health insurance issuer that provides
individual health insurance coverage to an individual shall renew or continue in
Jorce such coverage at the option of the individual.” [emphasis added] Public
Health Service Act § 2742(a)

A narrow and specific list of exceptions to guaranteed renewability requirement is
enumerated in the law. An insurer may nonrenew or discontinue individual health
insurance coverage based only on one or more of the following reasons: (1) nonpayment
of premiums, (2) fraud, (3) the insurer discontinues a policy for all policyholders or exits
the individual market altogether, (4) the policyholder moves outside the plan’s service
area, and (5) in the case of certam association coverage, the policyholder ceases
membership in the association.®

State laws inconsistent with federal standard

Congress relies on States to adopt and enforce protections at least as strong as federal
minimum standards established in HIPAA. Federal fallback enforcement is provided for
when states fail to meet this standard.

As States implemented HIPAA they generally adopted the guaranteed renewability rule.
However, other conflicting provisions in state law remained unchanged. (See examples
in Table 1.) In particular, laws governing so called “contestability periods™ continue to
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permit insurers to engage in post claims underwriting and to rescind policies or deny
claims. State laws regulating incontestability periods create a window - usually two years
— when claims made under a policy can be investigated to determine whether they

Table 1. Exampl

of State laws governing guaranteed renewability and post-claims underwriting

State | Guaranteed Renewability incont bility period

AZ A health care insurer may nonrenew or After two years from the date of issue of this policy no
discontinue the health insurance coverage of an i except fraudul i made by the
individual in the individual market only for one | applicant in the application for such policy shall be used to
or more of the following reasons:...The void the policy or to deny a claim for loss incurred or
individual has performed an act or practice that disability (as defined in the policy) commencing after the
constitutes fraud or has made an intentional expiration of such two year period." AR.S. § 20-1346(A)
misrepresentation of material fact under the
terms of the coverage. A.R.S. § 20-1380(B)(2)

CA {Health insurance shall be renewed or continued | After two years from the date of issue of this policy, no
in force except] for fraud or i i i except fraudul i made by the
misrepresentation of material fact under the applicant in the application for the policy shall be used to
terms of the coverage by the individual...Cal Ins | void the policy or to deny a claim for loss incurred ...

Code § 10273.6(b) Cal Ins Code. § 10350.2(a)

co A carrier providing coverage under a health After two years from the date of issue of this policy no
benefit plan shall not discontinue coverage or misstatements, except fraudulent misstatements, made by the
refuse to renew such plan except for the applicant in the application for such policy shall be used to
following reasons:...Fraud or intentional void the policy or to deny a claim for loss incurred ...
misrepresentation of material fact onthepartof | CR.S. § 10-16-202(3)
the... individual with respect to individual
coverage... C.R.S. § 10-16-201.5 (1)(b)

FL An insurer may non-renew or discontinue health | After 2 years from the issue date, only fraudulent
insurance coverage of an individual in the i in the application may be used to void the
individual market based only on one or more of | policy or deny any claim for loss incurred ...
the following: The individual has performed an | Fi, Stats § 627.607
act or practice that constitutes fraud or made an
intentional misrepresentation of material fact
under the terms of the coverage, Fl. Stats. §

627.6425 (2)(b)

GA A health insurance issuer that provides After two years from the date of issue of this policy and in
individual health insurance coverage to an the absence of fraud, no misstatements made by the applicant
individual shail renew or continue in force such in the application for such policy shall be used to veid the
coverage at the option of the individual. policy or to deny a claim for loss incurred ... 0.C.G.A. § 33-
0.C.G.A, §33-29-21 29-3(a)(b)(A)

Ml ...Guaranteed renewal is not required in cases of | Afier 3 years from the date of issue of this policy no
fraud, intentional misrepresentation of material misstatements, except fraudulent misstatements, made by the
fact. MCL § 500.2213b (3) applicant in the application for such policy shall be used to

void the policy or to deny a claim for loss incurred ... MCL §
500.3408 (a)

PA A health insurance issuer that provides After three years from the date of issue of this policy no
individual health insurance coverage to an i except fraudul i made by the
individual shall renew or continue in force such | applicant in the application for such policy shall be used to
coverage at the option of the individual. void the policy or to deny a claim for loss incurred ... 40 P.S.
40P.8. §1302.4 § 753 (AX2)

0.4 [Health i e shall be r d or o d | After the second anniversary of the date this policy is issued,
in force unless] the policyholder has performed a misstatement, other than a fraudulent misstatement, made
an act of practice that constitutes fraud, or has by the applicant in the application for the policy may not be
made an intentional misrepresentation of used to void the policy or to deny a claim for loss incurred or
material fact, relating in any way to the policy, disability {as defined in the policy) beginning afer that
including claims for benefits under the policy... | anniversary. V.T.C.A., Insurance Code s 1201.208
28 TAC § 3.3038(c)(2)
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may be for a pre-existing condition. After the period of incontestability, a policy can be
rescinded or a claim denied only on the basis of fraud committed by the policyholder
when s/he applied for coverage and was medically underwritten. During this window,
however, the fraud-only standard does not apply. Instead, a process of “post-claims
underwriting” may be conducted and if any, even unintentional, material misstatement or
omission is discovered, consumers may lose their health insurance, despite federal law
protections,

Post-claims underwriting

Every health insurer has internal policies and procedures for post-claims underwriting
investigations. In general, insurers maintain a list of health conditions and diagnosis
codes or other reasons that can trigger a post-claims underwriting investigation. If a new
policyholder makes a claim for care related to something on the list, her original
application may be pulled for further scrutiny to determine whether information related to
the claimed condition was disclosed at the time of application, or whether information
about that condition — or any other aspect of her health status at the time of application —
may have been misstated or omitted.

How the underwriting process and investigations are handled varies by carrier. Some
insurers conduct the initial underwriting process very thoroughly, asking specific
questions of applicants, conducting telephone interviews to follow up on information, and
even checking medical records and claims that the applicant may have made in the past if
they were previously covered by that carrier. All health issues identified during this
process are dealt with at the time of application. For example, if the applicant is found to
have high blood pressure, she may be offered a policy with a ten percent premium
surcharge applied on the basis of that condition. If she accepts that offer and enrolls, her
claims related to the high-blood pressure will then be paid.

Other insurers, by contrast, do not underwrite applicants as thoroughly. Underwriting
questionnaires sometimes ask broad, vague, or confusing questions that may be difficult
for consumers to answer accurately and completely. For example, the application might
not ask specifically about high blood pressure, instead asking about “cardiovascular”
conditions, which might cause some people with low health literacy skills to
misunderstand the question. Even if an application appears unusually “clean” — for
example, one submitted by a 62-year-old indicating absolutely no health problems or
health history — some insurers might accept that application and conduct no further
investigation before coverage is issued, knowing that if a problem has been overlooked, it
will be caught later in a post-claims investigation.

Market competition and profit concerns create pressure for medical underwriters to do
their job quickly and cheaply, and to rely more heavily on automated systems instead of
individual follow up. However the process is conducted, however, if medical
underwriting is allowed in health insurance, it should be completed up front, before
coverage issued. The recent subprime mortgage scandal — where banks issued mortgages
without adequate screening of consumers’ financial status — is analogous. When insurers
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issue medically underwritten coverage without carefully screening an applicant’s health
status and rely on post-claims investigation to avoid incurring a loss, consumers are
vulnerable.

Certainly, post-claims investigations will sometimes uncover instances of health
insurance fraud. In other reported cases, however, consumers never suspected the
coverage they had purchased was anything but secure, and they were devastated when,
instead of having claims paid, their health insurance rescinded or terminated.”

How extensive is this problem?

Representatives of the insurance industry have testified that rescission is rare and occurs
in less than one percent of policies.'® Even if this estimate is accurate, it is not
necessarily comforting. One percent of the population accounts for one-quarter of all
medical bills. The sickest individuals may be small in number, but they are the most
vulnerable and most in need of coverage.

In addition to a lack of official data on rescissions, there also are not good data on the
number of new policyholders who become subject to post-claims investigations or on the
other possible outcomes of those investigations, including policy termination, policy
“reformation,” or imposition of a pre-existing condition exclusion.’

We don’t have this information because health insurance industry medical underwriting
standards and practices are proprietary. Insurers compete intensely on their ability to
avoid risk. Yet, the stakes for people could not be higher. Access to timely and quality
health care is directly related to access to health insurance. It is troubling to not know
how frequently the problem of health insurance rescission applies, or who is harmed.

At a hearing last summer of the House Committee on Oversight and Government
Reform, a representative of the Bush Administration testified that the Centers for
Medicare and Medicaid Services (CMS), which is responsible for oversight of HIPAA
private health insurance protections, then dedicated only four part-time staff to HIPAA
health insurance issues. Further, despite press reports alleging abusive rescission
practices, the Agency did not investigate or even make inquiries as to whether federal law
guaranteed renewability protections were being adequately enforced."!

Lessons for health care reform

As Members of this Committee undertake broader reform of the health care system,
health insurance rescission offers an instructive case study. Consumers will not be helped
if the federal government enacts additional rules and protections, but provides no
resources to monitor compliance.

* s . . . . .
When a policy is “reformed” the original offer of coverage is changed to retroactively impose a premium
surcharge, coverage exclusion, or benefit limit.
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Under HIPAA, the federal government relies primarily on states to adopt and enforce
health insurance protections at least as protective as federal minimum standards.
However, at the state level, limited regulatory resources are also an issue. In addition to
regulation of health coverage, state commissioners oversee all other lines of insurance.
In several states the Insurance Commissioner also regulates banking, commerce,
securities, or real estate. In four states, the Insurance Commissioner is also the fire
marshal. State insurance departments collectively experienced an 11 percent staffing
reduction in 2007 while the premium volume they oversaw increased 12 percent. State
regulators necessarily focus primarily on licensing and solvency. '* Dedicated staff to
oversee health insurance and, in particular, health insurer compliance with HIPAA rules
are limited. Enforcement of consumer protections is often triggered by complaints,

Complaints-based enforcement is not sufficient; the sickest patients are most vulnerable
to problems and may not always have the wherewithal to complain. Instead, more
proactive monitoring and enforcement is needed. The black box of health insurance must
be made transparent. Health insurers should be required to report regularly on market
trends and practices — enrollment, disenrollment, claims payment and denials, and so on —
so that regulators can easily track how and where people are covered and how well health
insurance protection works. Legislation has been introduced by Representative DeL.auro
and Senator Rockefeller to establish an Office of Health Insurance Oversight at the
Department of Health and Human Services.'> The bill provides for detailed reporting of
data by health insurers and authorizes additional resources for both the new federal
Office and for state insurance departments so that consumer protections can be
adequately monitored and enforced.

Mr., Chairman, your investigations have shown that at least one important consumer
health insurance protections guaranteed by federal law has not been completely
implemented and is not always followed, and people are hurt as a result. With health care
reform, Congress will enact further important consumer protections and appropriate
hundreds of billions of dollars for health insurance subsidies. As you do this, it will be
important to also provide adequate resources for oversight and enforcement at both the
federal and state level.
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Mr. StupPAK. Thank you, and thank you all for your testimony.
We will go to questions.

Mr. Sassi, let me ask you this because you threw a bunch of sta-
tistics at us, but I was just looking at the State of California alone,
and it seems to me if I remember correctly, in July of 2008 Anthem
Blue Cross, which is a subsidiary of WellPoint, paid a $10,000 fine
and had to reinstate 1,770 rescinded policies, and in February of
2009 once again California Anthem Blue Cross, again, one of your
subsidiaries, had to pay a $15 million fine and reinstate over 2,300
rescinded policies, and then another settlement, $5 million and an-
other 450. So it seems like in the last year you have had to reverse
4,500 rescissions and pay a fine of $30 million just in one State.
Is that true?

Mr. SaAssI. I don’t believe the numbers are exactly accurate, but
the premise is accurate. The issue of rescission first surfaced in the
media, particularly in California, I believe, in 2006 and 2007, and
shortly thereafter one of our regulators initiated an audit, issued
audit findings. We disputed the majority of those findings, and our
response is appended to that audit report. The regulator subse-
quently did change

Mr. StuPAK. Well, according to California Department of Man-
agement and Health, in July of 2008, last year, July 17, 2008, you
entered into an agreement with California to

Mr. SAssI. Yes. We

Mr. STUPAK [continuing]. Over 1,700 people and, what, a $10
million fine, and in February 2009, California Department of Insur-
ance also put out a release indicating that you paid a $15 million
fine and had to reinstate 2,300 people. So according to my math,
that is just over 4,000 and $25 million in fines, right?

Mr. SassI. Yes, I think there wasn’t a $15 million fine to the De-
partment of Insurance. Irregardless of that, you know, companies
enter into settlement

Mr. STUPAK. Let me ask you this

Mr. SAsSI [continuing]. Agreements for a variety of reasons.

Mr. STUPAK. Let me ask you this, and I will ask all three of you.
Why don’t you just vet these policies before you ever collect the
premium? Why don’t you just go through these policies and make
sure there is no problems with it before you insure the people?
On%ly?one State requires you to do that, and that is Connecticut,
right?

Mr. SAss1. Chairman, we do investigate the applicants. We have
very rigorous underwriting requirements. As we review an appli-
cant’s application, we rely on the applicants to be truthful in com-
pleting, and our experience has shown that over 99 percent of ap-
plicants are truthful in completing their applications.

Mr. STUPAK. So when do you do the

Mr. SAssi. We rely on that.

Mr. STuPAK. When do you do the investigation then? Why are we
getting this post-underwriting going on? Why does that occur?

Mr. Sassi. Well, I would contend that we don’t participate in
post-claim underwriting.

Mr. STUPAK. Really? Well, let me ask you this

Mr. Sasst. If there is a situation where either a pharmacy claim
was received or a pre-authorization for a hospital stay is received
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or a claim that is received that would hit either a specific diagnosis
that could lead to potential fraud, that would trigger an under-
writer to investigate.

Mr. STUuPAK. Well, let me ask you this. In the book right there,
and I believe it is tab number 11, that is our document. You gave
us—WellPoint provided the committee with a list of conditions that
automatically lead to an investigation post underwriting, OK? And
for WellPoint, the list of conditions that trigger rescission inves-
tigation includes diseases ranging from heart disease and high
blood pressure to diabetes and even pregnancy. So what do these
conditions have in common that would cause you to investigate pa-
tients with these conditions for a possible rescission? You have
1,400 different conditions which would trigger, according to your
documents, which will trigger an investigation.

Mr. SAssi. Chairman, an investigation does not mean that a re-
scission actually occurs. For example, in 2008, there were over
16,000 investigations triggered. Ninety-two percent of those were
dismissed and no action was taken.

Mr. StUPAK. Right, but why do you have 1,400 different condi-
tions which trigger an investigation? What is the common theme
amongst these 1,400 that would trigger an investigation?

Mr. Sassi. I would say there is no common theme other than
these are conditions that had the applicant disclosed their knowl-
edge of a condition at the time of initial underwriting, we may have
taken a different underwriting action, and so that is what the in-
vestigation really is about, is to determine did the applicant have
the condition, did they know about the condition

Mr. STUPAK. Well, I thought you said you did pre-screening be-
fore, you screened them before.

Mr. SAssi. We do, but in many of these——

Mr. STUuPAK. Why would you have to go back? If you screened
them before and there wasn’t a problem, then why would you have
a list of 1,400 different conditions that trigger an investigation? If
you pre-screen, if your pre-screening is good, you wouldn’t need a
list of 1,400, would you?

Mr. Sassi. But unfortunately, there are those among us that are
not truthful in completing their application.

Mr. STUPAK. So in the 1,400 different areas they lie? The appli-
cants lie? Or is it a cost issue? These are 1,400 expensive areas,
aren’t they?

Mr. Sassi. Rescission is not about cost. A pharmacy claim that
is $20 could trigger something.

Mr. STUPAK. Sure, if it is for a certain condition, right? Heart
disease?

Mr. SAssI. No, not necessarily.

Mr. StupAK. All right. My time is up. Mr. Walden.

Mr. WALDEN. Thank you, Mr. Chairman.

I would just like to ask each of the companies present, is it your
company’s policy to deny coverage to any applicant that discloses
that he or she has had had previous policies rescinded? You heard
some of the witnesses today say look, once I get rescinded, no com-
pany is going to write me again on an individual policy. Is that cor-
rect, Mr. Sassi.

Mr. SAssI. I am personally unaware of that policy.
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Mr. WALDEN. Mr. Collins.

Mr. CoLLINS. Sir, we do have that question on our application
but I am not aware as to whether or not what the underwriting
guidelines are so we ask if you have been rescinded or declined by
another carrier.

Mr. WALDEN. But you don’t know what happens with that infor-
mation?

Mr. CoLLINS. No, sir. I imagine it triggers an investigation but
I don’t know if there is an underwriting policy that is directly
linked to that that is a black and white policy.

Mr. WALDEN. Mr. Hamm.

Mr. HaMM. Yes, we would not provide coverage in that situation.

Mr. WALDEN. So do you ever look to see if a rescission—the cir-
cumstances around another company’s rescinding of a policy before
you just—I mean, if they check the box and say yes, I was re-
scinded in the past

Mr. HAMM. Our underwriting guidelines are that we would not
issue that policy.

Mr. WALDEN. Wow. Mr. Collins, is that your underwriting? Can
somebody tell you if that is your underwriting policy too?

Mr. CoLLINS. I don’t know, sir, but I would be happy to get back
to you with an answer on that.

Mr. WALDEN. And Mr. Sassi, is that your company’s policy?

Mr. SAssI. Again, I am not aware of the policy. I would be happy
to research it and provide a response for the record.

Mr. WALDEN. You obviously sat here and heard the testimony of
the prior witnesses, and some of the information we have seen indi-
cates there are mistakes made in rescinding policies, at least from
our standpoint, and I think you have settled some cases along
those lines. After hearing that testimony, do you think it should be
your company’s policy to just not issue a private insurance policy
to somebody who had been rescinded by another company? Should
that be the policy of your company?

Mr. Sassi. Well, as I stated for the record, I am not aware that
that is a company policy.

Mr. WALDEN. And I stipulate that. Should it be?

Mr. SasslI. I think that is a factor that should be considered.

Mr. WALDEN. But I am hearing, at least from Mr. Hamm, that
it is your company’s policy that if they were rescinded by another
company, it is a no go coming to your company. That is correct,
right? I heard you correctly. Mr. Collins, once you find out whether
it is or not, do you think it ought to be?

Mr. CorLLINS. Well, sir, I think we should investigate the cir-
cumstances.

Mr. WALDEN. I do too. I mean, if somebody did lie on a prior
form, that is one thing. If they are truthful on your form, though,
should that—because they made a mistake in the past, should they
never be forgiven? They never have a shot at health insurance
again? I mean, let us take Ms. Horton’s case. You heard her situa-
tion. You heard her fear. So she will never get offered coverage
again. Is that right?

Mr. Sassit. I agree, it should be something that should be inves-
tigated and considered.
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Mr. WALDEN. Most of your company policies approve a decision
to rescind if an applicant made any material misrepresentations or
omissions in the application. I understand that. How does your
company ensure the applicant was aware of the condition or nota-
tion found in his or her medical records? We have had some testi-
mony along those lines and we have seen some in some of the files
where they say, you know, my doctor never told me that, and we
have letters from physicians who say that is correct, I make notes
all the time in the medical files, I didn’t tell the patient that.
Where is the balance here, Mr. Hamm.

Mr. HAMM. We have a very fair and thorough process of deter-
mining if there was a material misrepresentation. The process in-
volves several layers of review and a review panel including a med-
ical doctor, and in that process we gather all the available informa-
tion with respect to a person’s use of medical services including
medical records as well as the information on their application and
we will do detailed research and look at each situation based on
the facts, make a determination whether there was a material mis-
representation when the policy was underwritten.

Mr. WALDEN. So do you look at the case files? Do you look at the
medical records? Do you communicate directly with the physician?

Mr. HAMM. We will communicate when it is necessary.

Mr. WALDEN. Well, but to determine the material misrepresenta-
tion. I mean, what happens in a case where the physician says I
never told the patient that?

Mr. HAMM. It is difficult to speak of a hypothetical situation, it
depends on the facts of each time, but I can tell you that we would
not rescind a policy if the applicant was not aware of the condition.

Mr. WALDEN. Mr. Collins.

Mr. CoLLINS. Sir, we afford the customer the right to appeal and
we accept statements and information from the customer and their
physicians with regards to the circumstances of the rescission, and
we would take that into account. I think that fair-minded people
would say that if an individual did not know of a condition that
was noted in the medical record, then that would not be grounds
for a rescission normally.

Mr. WALDEN. Mr. Sassi.

Mr. Sassi. We also have a thorough process when we initiate a
rescission investigation. We do reach out to the member and share
with them the information that we do have and ask them to pro-
vide us with any comments or other relevant information, and all
of that information is used in making a recommendation, and all
that information is provided to our application review committee
that actually makes the rescission decision. We would not rescind
a member that we could determine did not know of their condition.

Mr. WALDEN. And Mr. Hamm’s company I know a week and a
half or 2 weeks ago started this third-party independent review op-
portunity, correct?

Mr. HAMM. That is correct. We recently implemented that.

Mr. WALDEN. And I commend you for that. I think that is a good
move.

Mr. Collins and Mr. Sassi, do you have a similar sort of inde-
pendent review panel that an insured could go to and make their
case?
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Mr. CorLLINS. No, sir, we do not have an independent review
panel.

Mr. WALDEN. Do you plan to go that route? Is that something
you are thinking about?

Mr. CoLLINS. It is under consideration but we haven’t made that
decision, sir.

Mr. WALDEN. Mr. Sassi.

Mr. Sassi. Congressman, we were the first insurer to implement
an independent third-party review and we implemented that in
July of 2008.

Mr. WALDEN. OK, so last July. All right. My time is expired.
Thank you, Mr. Chairman.

Mr. StuPAK. Well, thanks. On that third-party review, that was
because California made you do it, right?

Mr. SAssI. No, absolutely not. It was not a requirement.

Mr. STUPAK. Because in your opening statement, you said you
had announced robust consumer protections, so I want to know
what is the difference between announcing implementation, I want-
ed to see if you had implemented those robust consumer protec-
tions. Have you implemented those robust consumer protections
you mentioned in your opening statement?

Mr. SAssI. Yes, absolutely. In my written testimony to the sub-
committee, we have outlined ten recommendations. We have imple-
mented eight of those ten recommendations.

Mr. STUPAK. So eight of the ten are there. OK.

Mr. Hamm, you said you would not reject or rescind a contact for
a policyholder if the policyholder had no knowledge of it. Well, that
is the Raddatz case. That was our last case. That was Otto
Raddatz. He didn’t have any idea he had gallstones and an aneu-
rysm, and your company rejected him.

Mr. HaMM. Mr. Chairman, I would really like to comment on
that case, but due to privacy concerns I am not able to, but I can
tell you that in situations when we uncover that the individual was
not aware of the condition, we would not go forward with the re-
scission.

Mr. STUPAK. But do all your clients or policyholders have to get
a hold of the attorney general of their State to get it done? I mean,
that is what Raddatz had to do and you denied him twice.

Mr. HAMM. We have a very detailed appeals process. In fact,
after the three levels review and the entire committee voting for a
rescission, we notify the customer. We give them 15 days. We delay
the rescission, giving them an opportunity to respond back to us
with additional information, and when it does come in we have a
different underwriter look at the appeal and they may appeal as
many times as they would like.

Mr. StupPAK. Raddatz only had 2 or 3 weeks to get his stem
cell—

Mr. HAMM. We go through the process as fast as possible.

Mr. STUuPAK. And I apologize again, Mr. Deal. I didn’t see you
there. You have to change the color of your suit. I will go to you
for questions, please.

Mr. DEAL. I am going to have to remind the chairman, Georgia
was the fourth state admitted to this union when Michigan was
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still Indian territory. We don’t need to be overlooked. Thank you,
though. We didn’t win that argument, though.

Normally, we are confronted here with the question of, do we
need new federal legislation, and the gentlemen from the insurance
industry have all uniformly told us that if we will pass a federal
mandate of having everybody mandatorily in the insurance pool,
that all of these problems will go away. What I find interesting,
Ms. Pollitz, is that you brought up a question that nobody has
seemed to answer. In your testimony, you point out that in 1996
the HIPAA provisions required that in individual health insurance
policies, that not only is it a guarantee of renewability, but you say
continuation in force. Now, do you interpret that phrase to mean
the non-cancellability that we have been talking about here, and if
so, if that is what the law that has been in place since 1996 means,
why are we having this discussion?

Ms. PoLLiTZz. Well, I am not sure if I can answer that second
question, but I think I should say I am not an attorney, I just read
English, and the words say continue in force, and the only excep-
tions among the ones we are talking about today are fraud, and
that is inconsistent with what these other kind of post-claims un-
derwriting guidelines or provisions that are in State law provide
for, which say that fraud is the only defense or the only reason for
canceling after a 2-year period so that essentially new policyholders
can’t ever quite be sure if they are really covered. The insurance
industry kind of gets a do-over and gets to look again, and any ma-
terial omission, whether—material just means it matters. It doesn’t
mean that it was fraudulent. It doesn’t mean—it just means that
it matters to the insurance industry. That can become the basis for
challenging coverage. Sometimes coverage is rescinded, sometimes
it is terminated going forward. Some insurers won’t rescind a policy
because they don’t want to get an argument with doctors and hos-
pitals who may already have been paid to try to get that money
back and so they will just cancel the policy going forward. But with
respect to cancellation and rescission, I think the Congress spoke
on this in 1996

Mr. DEAL. And none of the five exceptions to that fit the discus-
sions here unless it is elevated to the level of fraud.

Ms. PorLiTz. That is correct.

Mr. DEAL. And I would ask the entire panel, are you aware of
any court interpretation or any question that has ever been raised
as to the applicability of this section 2742(a) of the Public Health
Service Act as it relates to the issue we are talking about here
today as to whether or not it in fact does preclude cancellation for
whatever we might call it, whether we call it post-review under-

writing?
Mr. HAMM. Congressman, may I speak to that?
Mr. DEAL. Yes.

Mr. HAMM. This is a legal issue but I don’t believe that rescission
is considered a non-renewal.

Mr. DEAL. Well, but it doesn’t just stop when it says “shall
renew.” It says “or continue in force.” I guess if you read that
phrase “or continue in force” to mean the same as renew, then it
would actually be a redundant phrase, which the law generally
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does not favor redundancy. Has this ever been challenged? Does
anybody know if it has ever been raised before?

Mr. CoLLINS. I have no knowledge, sir.

Mr. DEAL. Well, let me go then to the second part of my question,
and that is, we then go to the States having their statutory periods,
generally 2 years as has been pointed out, for review, but Mr.
Hamm, you pointed out that under your policies, I believe you said
that you give the potential customer 10 days to review the applica-
tion and to notify the company of any errors in 10 days to just say
we don’t want to have the policy in effect. Are there any States
that currently have in place a period of time for insurance compa-
nies to mandatorily review for these kinds of misstatements, in
other words, review the medical records within a given time other
than the 2-year period? Do any States have a shorter time frame?

Mr. HAMM. I am not aware of that. We comply with all applicable
State statues, and I think it is almost all States we have a 10-day
free look where we send the customer a copy of their application,
remind me that they are attesting to the accuracy of it, ask them
if they have any questions or changes, and then as part of the pol-
icy, in the welcome letter we reinforce the importance that we re-
ceive all the disclosed information appropriately.

Mr. DEAL. If, though, something was going to be rejected based
on information that was in an application or information in the
medical records that we for whatever reason have not disclosed, it
seems to me that 2 years is a rather lengthy period of time, and
in practical application, it seems that even in that 2-year period it
takes some other triggering mechanism to institute the review,
that there is no normally dictated review of the applications unless
something triggers it or brings it to your attention. Should there
be a time frame shorter than this 2-year period and should there
be a review that takes place prior to a triggering act taking place?

Mr. HaAMM. Let me clarify that we do not post-claims underwrite.
We ask information of every single applicant to the company, and
88 percent of the time we receive additional information from them
and we ask them to fully disclose all their information. It is only
when we are aware subsequently that there was some information
that was omitted or inaccurate that we would investigate whether
a rescission should be made.

Mr. DEAL. But that would be that triggering act and you
wouldn’t know about that unless something by way of a pharma-
ceutical being prescribed or an office visit in the doctor’s office or
a hospitalization.

Mr. HamM. That is correct.

Mr. DEAL. What I am asking is, just as you give the policyholder
10 days to review the application to figure out if it is correct,
should there be a comparable, maybe longer, obviously I think
longer, period of time in which the company without some trig-
gering act should be required to review the applications and say
hey, we think there is something wrong or ask for additional infor-
mation rather than waiting until people get in a posture where
they probably are uninsurable at the time the issue is raised?

Mr. HAMM. It is something to discuss and give some thought to.

Mr. DEAL. Thank you, Mr. Chairman.

Mr. STUPAK. Mr. Burgess for questions.
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Mr. BUrGESS. Thank you, Mr. Chairman, and that last point of
Mr. Deal’s I think is an excellent one and likely would have elimi-
nated the problem for at least one of the three witness that we had
in front of this morning.

Let me just ask Mr. Hamm, Mr. Collins, Mr. Sassi, you were
here and you heard the testimony this morning of the three indi-
viduals who testified. What do you think after hearing that? Is that
something that—and again, I am coming at this from the perspec-
tive of someone who supports the individual insurance market. I
was a customer of the individual insurance market at one time. I
may be again in the future. I recognize the value that you bring,
and I want you to be able to continue to do the type of business
that you do but you heard the opening comments of the chairman
of the subcommittee this morning. There is a move afoot to do
things in a way that would be very difficult for you to business in
the future and I for one would not like to see that happen, but tell
me what your impressions are after hearing the testimony that you
heard this morning.

Mr. HaMM. I would be glad to respond to that, Congressman, and
I have to say, I really felt bad. You know, I have a lot of empathy
for the people that are impacted, and I know in my own life I have
dealt with the cancer and I just have a lot of empathy and concern
for the people and it is my hope that there will be changes made,
that this will no longer be necessary. It is just that today when we
have a voluntary system of insurance where people choose, we have
to collect information up front to underwrite, and if we didn’t have
that process, then people would wait until they had a health condi-
tion before applying for coverage and the rates would be much,
much, much higher than they are today. I chaired a group that put
forth reform proposals, and in our proposal we suggest that the
country should move toward a guarantee issue environment with
no preexisting conditions being excluded as long as everyone is re-
quired to participate. If everyone participates, then there is no
need for rescission and the price would not increase for those cur-
rently covered.

Mr. BURGESS. You brought that up. What do you do with the seg-
ment of society that is just not going to participate? I mean, there
will be—that segment of society will exist whether it is the individ-
uals who are in this country without the benefit of a Social Secu-
rity number, whatever that number is, 10 million, 12 million, peo-
ple who just don’t comply. We live in a free country and they don’t
like mandates. Look at the people who don’t comply with the man-
date of the IRS right now knowing the penalties that are out there
waiting for them if they get caught, so people are perfectly willing
to fly beneath the radar. What then? Will these people be rated on
whether or not they had a preexisting condition or are they just ab-
sorbed then by the larger taxpaying public who does play by the
rules and pays their bills on time?

Mr. HAMM. We believe that the requirement to purchase insur-
ance should be enforced. We believe that those who don’t have the
means should be subsidized, and we would look forward to working
with Congress to find a solution that is workable for all Americans,
but I believe every American must have access to high-quality
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health care. We have to work together to find out how we can make
that happen.

Mr. BURGESS. Well, you and I will fundamentally disagree on
that point, and I think the approach that was taken by Congress
in the development of the Part D program in Medicare for all the
faults initially rolling it out, creating problems that people actually
want that are actually useful for people will be a better way of
going about that. The coverage rates for prescription drugs
amongst seniors now is in excess of 90 percent with a very high
satisfaction rate, and clearly in my mind, at least, that is a better
strategy than simply layering another mandate on the American
people or the employers of America. But I don’t disagree with you
that something needs to happen, and let me just take this to a dif-
ferent level, and again, I want to pose this question to all three and
I really would like an answer from all three on this.

If there were a system of universal coverage without government
intervention in the marketplace, is there a better way to accom-
plish our goal of universal coverage without that excess market
manipulation by the government? Insurance companies have used
adverse selection methods to deny or cancel policies in the indi-
vidual market. Apparently it happens also in other markets. To the
extent that this has been allowed in law, the business interests al-
most dictate those actions, yet some of us have argued that if we
let the market work, you can make an innovative product for all.
So here is my question. Will you today publicly and clearly commit
right now that regardless of what happens in Washington, what-
ever decision that we reach on health reform, that you will design
a product for all populations regardless of claims history but also
economic status? And I would like an answer to those questions in-
dividually, a product for all populations regardless of claims history
and all populations regardless of economic status. Mr. Hamm, why
don’t you go first and then we will just go down the row.

Mr. HaMM. I am having a little difficulty following your question,
sir. If I may understand specifically what you are asking?

Mr. BURGESS. Regardless of what we do, whether we do an indi-
vidual or business mandate, employer mandate, maybe we don’t do
a mandate at all, but you have it within your power to design a
product so that all populations regardless of claims history could be
covered. Would you be willing to do that?

Mr. HAMM. In the current system, that would not be feasible. We
need to have an environment where all Americans are required to
participate before we could give those assurances.

Mr. BURGESS. So you would not be willing to alter business prac-
tices if there were a way to do that to provide coverage for a great-
er segment of the population, even with a claims history?

Mr. HamwMm. If the reforms proposed by AHIP are adopted, then
we would be very glad to participate in the system, but it is nec-
essary that all participate. When it is a system where people
choose, we need to have the process of assessing risk at the time
of the application.

Mr. BUrGESS. With all respect, the reforms proposed by AHIP
are not going to happen. You are going to get a plan as your chair-
man outlined here this morning.
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Mr. Collins, can I get you to answer briefly? Would you be willing
to design such a product?

Mr. STUPAK. Briefly. We are going to have votes here.

Mr. CoLLINS. Sir, I would respectfully have to agree with Mr.
Hamm that a guarantee issue product that would fit all people at
affordable prices is economically practically impossible. What I
would suggest is that HIPAA also creates alternative coverage
mechanisms for each and every State, so each State is supposed to
have a high-risk pool or an alternative coverage mechanism, and
these high-risk pools have been woefully underfunded so one of the
things that could be done right now today is to increase the
amount of funding going into those high-risk pools so that people
that have serious health issues and are otherwise uninsurable in
the individual market have a place to go that is affordable and af-
fords them the care that they need.

Mr. BURGESS. And on the issue of high-risk pools, I think the pri-
vate sector is going to be required to make a contribution to that
as well and that you all in the private sector, whether it be group
insurance or individual market, there must be a product that is
available to everyone regardless of their claims history. Yes, they
may require a federal subsidiary. Yes, they may require a State
subsidiary, and yes, the private sector may have to bring some-
thing to the table as well.

Mr. Sassi, let me ask you

Mr. StuPAK. All right, that is it. Last question, Mr. Burgess. You
are just going on.

Mr. BURGESS. Let me ask you then just to answer the ques-
tion

Mr. STUPAK. Last one.

Mr. BURGESS [continuing]. I posed to the others. Regardless of
the claims history and the population, would you be willing to
make a product available?

Mr. SAssi. I have to agree with my colleagues here that in the
current voluntary individual market, we could not guarantee issue
policies where people could jump in and out of the insurance mar-
ket. We have had experience of States that have implemented
guarantee issue without an effective, enforceable personal coverage
mandate, and unfortunately, that has resulted in significant cost
increases that have to be borne by others in the individual market.
So the answer would be no.

Mr. BURGESS. Mr. Chairman, you have been very generous with
your time. Again, I would just stress that this is going to take cre-
ative thinking outside the box. I don’t think you are going to get
what you want in the AHIP proposal. You are going to get more
something that looks like what the chairman outlined to you at the
beginning, and I would urge you to think creatively about this
problem because this is the difficulty that leads us to where we are
here today, and I can’t help you

Mr. STUuPAK. OK, questions or speeches are over.

Mr. BURGESS [continuing]. If you are not willing to move on this
issue, and thank you, Mr. Chairman. I will yield back.

Mr. STUPAK. We hope the chairman’s, not my plan, but our side
plan does work. We do hope that. I won’t argue it with you now.
That is for another hearing.
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Maybe we can get another round in. We are going to have votes
here in a few minutes. Now, each of you provided to the committee
information that relates to certain medical conditions that auto-
matically trigger an investigation into possible grounds for rescis-
sion. Mr. Sassi, I left off with you. You had 1,400 different condi-
tions that automatically trigger an investigation. Mr. Hamm, on
behalf of Assurant, there are 2,000 conditions that trigger an inves-
tigation that you provided to the committee. These include breast
cancer, ovarian cancer and brain cancer. Why does cancer trigger
an investigation?

Mr. HAMM. What triggers the investigation——

Mr. StuPAK. No, why does cancer trigger an investigation?

Mr. HamM. I will answer. What triggers the investigation are the
types of medical conditions of a chronic nature where there is a
high probability that the condition would have preexisted at the
time of the application. It is not based on the cost of the claim. It
is based on the medical condition. In fact, the people that make the
r%scission decision are not aware of the cost of the claim. It is all
about

Mr. StUPAK. If it is the medical condition, then before you sign
them up, why don’t you get all the medical records? Why don’t you
find it then? Why do you wait until there is a claim?

Mr. HaMmM. If we were to receive all the medical records at the
time of application, that would delay the process significantly, de-
laying people’s access to health care, and would add a tremendous
amount of cost to the product. The vast majority of applicants pro-
vide all the information that is asked for at the time of application.

Mr. STUPAK. So it is a cost issue? It is too costly to get the med-
ical records?

Mr. HAMM. It would add to—yes, it would add to the premiums
that our customers would pay by a significant amount.

Mr. STUPAK. So what does it cost, $40 to get medical records?

Mr. HAMM. I am not familiar with the cost but I would also delay
the process.

Mr. STUPAK. But isn’t it better to delay the process to make sure
a person is insured as opposed to pulling them when they are going
through cancer like Mr. Raddatz?

Mr. HamMM. The vast majority of our customers provide the ap-
propriate information.

Mr. STUPAK. So did Mr. Raddatz but you still denied him cov-
erage, right?

Mr. HAMM. I unfortunately cannot comment on that particular
case.

Mr. StupAK. Mr. Collins, in asking the same question of United,
you insisted that you also use a computerized system to identify
cases to automatically investigate for possible rescission but there
is no one at your company who knew how the computer decides
which files should be reviewed. So is it the case that United has
put the decision of which patients will have their health care treat-
ment interrupted by a rescission investigation in the hands of a
computer that no one understands?

Mr. CoLLINS. No, sir, that is not true. I haven’t really been privy
to the discussions between my staff and your staff on this issue.
We have been trying to come to an understanding about how to
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best provide the data in a format that is easily understandable, but
let me just say——

Mr. STUuPAK. Can you tell us what conditions the computer con-
siders for a possible rescission investigation?

Mr. CoLLINS. No single factor is used in our process to trigger
an investigation so we look at—the system looks as it is screening
claims that come in at the effective date of the policy, the effective
date of the procedure, the severity, the type of service and the diag-
nosis code. Those are all factors that go into the algorithm that
pulls cases out for screening.

Mr. StupAK. Well, the algorithm, no one from your company
could tell us. Will you commit to us today to produce whatever wit-
nesses or documents are necessary to explain your algorithm, your
computer selection process? Could you do that? Will you commit to
do that?

Mr. CoLLINS. Yes, sir. We are——

Mr. STUPAK. We are still trying to figure it out.

Mr. CoLLINS. We are trying to put it in a format that would be
acceptable to the committee, sir.

Mr. STUPAK. Dr. Pollitz—Professor Pollitz, do you see a common
thread here among the conditions? You have 1,400 conditions,
2,000 conditions and a computer that it can’t explain that does re-
scission. Why do you think they have all these rescission?

Ms. PoLLiTz. 1 think the common thread is that if somebody
makes a claim for anything serious in their first year, there is an
opportunity to go back and review the entire transaction to see if
it is going to be withdrawn. I think that is just the common trans-
action, and I think it is not consistent with your federal law, and
whatever else you may do going forward

Mr. STUuPAK. But as to the HIPAA law, basically we leave it up
to the States, and HIPAA has to be enforced by the federal govern-
ment, CMS, right?

Ms. PoLLITZ. That is correct, the ultimate enforcement.

Mr. STUPAK. So the value of the law only depends on the enforce-
ment of the law?

Ms. PoLLITZ. Yes, it does, and there is a fine of $100 per day per
af(fiected individual for noncompliance with the law that can be lev-
ied.

Mr. STUPAK. Let me ask each of our CEOs this question, starting
with you, Mr. Hamm. Would you commit today that your company
will never rescind another policy unless there was intentional
fraudulent misrepresentation in the application?

Mr. HAMM. I would not commit to that.

Mr. StupPAK. How about you, Mr. Collins? Would you commit not
to rescind any policy unless there is intentional fraudulent mis-
representation?

Mr. CoLLINS. No, sir. We follow the State laws and regulations
and we would not stipulate to that. That is not consistent with
each State’s laws.

Mr. STUuPAK. How about you, Mr. Sassi? Would you commit that
your company will never rescind another policy unless it was inten-
tional fraudulent misrepresentation?

Mr. SAssI. No, I can’t commit to that. The intentional standard
is not the law of the land in the majority of States.
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Mr. StupPAK. Well, do you think it is fair to rescind somebody for
an innocent mistake?

Mr. Sassi. Well, I think applying a knowing standard is a much
more objective and——

Mr. STUuPAK. Well, our first panel, none of them had any knowl-
edge of it and they were all rescinded, right?

Mr. SassI. I am sorry?

Mr. STUPAK. Our first panel, none of them knowingly made a
misrepresentation but they were all rescinded, their policies from
Ms. Beaton all the way down to our witnesses there. They weren’t
material misrepresentations, right?

Mr. Sassi. It is our policy if we determine that the applicant did
not know about a specific condition, we would not rescind.

Mr. StUPAK. So like Ms. Horton there, you wouldn’t have re-
scinded her?

Mr. Sassi. I can’t speak to the specifics of Ms. Horton’s case. I
am not familiar with the specifics. I am sorry.

Mr. STUPAK. Mr. Barton for questions, please.

Mr. BARTON. Thank you. I want to thank our witnesses for being
here. This is a difficult situation. But I listened when you all an-
swered Chairman Stupak’s question about unintentional omissions,
and to your credit you were honest that you would reserve the
right to still rescind some of these policies. Doesn’t it bother you
that people are going to die because you insist on reviewing a pol-
icy that somebody took out in good faith and forgot to tell you that
they were being treated for acne? Doesn’t that bother you?

Mr. HAMM. Yes, sir, it does, and we regret the necessity that that
has to occur even a single time, and we have made suggestions
that would reform the system such that that would no longer be
needed.

Mr. BARTON. Well, you know, I haven’t heard your opening state-
ments, I glanced at them, and I haven’t heard the first round of
questions. We understand the need to verify that people are telling
the truth. We are not asking you guys, the insurance industry, to
automatically take somebody’s word for it. I mean, I understand
that. But when I see advertisement after advertisement about be
a part of the family and we treat you like, you know, our own fam-
ily, and then somebody who doesn’t have group coverage takes out
an individual policy and runs into some situation where they have
a health care issue that requires a major claim early in the policy,
if they operate in good faith in taking out the policy and you ap-
prove them, I really don’t think it is good business practice to go
back and try to figure out a way to rescind that policy. If nothing
else, it is a false trade practice, truth in advertising, and one of the
beauties of our Constitution is a little thing called federal preemp-
tion. We have the authority on this committee to preempt State
law if it is interstate commerce. Now, we can’t preempt State law
in intrastate commerce but we can in interstate commerce, and I
don’t think there is one vote on this committee for the practice of
retroactively reviewing a policy to try to rescind it if you have a
woman like my constituent, Ms. Beaton, who discovers that she has
breast cancer or you have somebody who needs a stem cell trans-
plant or even the young lady from California who just needed some
blood work done. We will back you up on fraud and misrepresenta-
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tion but I don’t think you are going to get a vote at all on rescis-
sions that are not material to the claim being processed. I don’t
know that that is a question. That is just a statement. If you would
like to comment on that, I would certainly like to give you the op-
portunity to do it.

Mr. STUPAK. No one cares to answer?

Mr. HAMM. I would just reinforce that rescission would only
occur when the information was material to the initial—if the in-
formation was material to the underwriting decision, only in that
case.

Mr. BARTON. Mr. Chairman, I am going to yield back. I mean,
I would——

Mr. STUuPAK. Could I follow up on that?

Mr. BARTON. Sure.

Mr. STUPAK. Well, if it is material to the representation—let me
ask you this. In your policy, Mr. Hamm, it states, and it is question
number 14 on your questionnaire, your enrollment questionnaire.
Now, tell me how you get a misrepresentation. Within the last 10
years—this is what it says—because you said Assurant Health’s
enrollment questionnaires are simple, easy to understand, straight-
forward language, so people can easily and accurately report their
medical history. So your question says, within the last 10 years,
has any proposed insured had any diagnosis, received treatment for
or consulted with a physician concerning phlebitis, TIA, cystitis,
lymphadenopathy, glandular disorder. So tell me, what is TIA?

Mr. HAMM. I am not aware. I believe

Mr. STUPAK. If you don’t know what it is, how would anyone fill-
ing out your application know what it is? So there is grounds to
deny them right there. You don’t even know what it is and neither
do I. How about phlebitis or lymphadenopathy? How about lymph-
adenopathy? What is that?

Mr. HAMM. I don’t know the answer to those questions.

Mr. STUPAK. Do you sincerely believe that an average applicant
would know what these words mean if you don’t know and I don’t
know?

Mr. HAMM. Sir, I believe that is an application that is not cur-
rently used at this time. I would like to

Mr. STUPAK. It is last year’s application. Yes, it is last year’s ap-
plication. Have you changed the application in the last year?

Mr. HAMM. I am sorry, sir. I didn’t hear you.

Mr. STUPAK. It is last year’s application. Did you change it in the
last year?

Mr. HAMM. I am not aware if we have changed that application.

Mr. STUPAK. So far as you know, that is your current applica-
tion?

Mr. HAmM. But I believe that our current application asks ques-
tions back to 5 years, so the 10-year might be different than what
we issue today. I would need to

Mr. STUuPAK. Well, it is the same questions, TIA, right, that you
don’t know what it is and——

Mr. HAMM. I do not know what that is.

Mr. STUPAK. Mr. Deal.

Mr. BARTON. Mr. Chairman, I do have one question.
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Mr. STUPAK. Sure, Mr. Barton. I took your time. I will yield to
you.

Mr. BARTON. This is a hypothetical but I just want to figure out
what the answer is. I had a mild heart attack 3 years ago, so I now
take six different medications every day and I am going to probably
have to take those medications for the rest of my life. I am covered
under a group plan, Blue Cross/Blue Shield of Texas and it is avail-
able to every federal employee who lives in Texas, and my coverage
has been good. I have never had a problem. But let us say I quit
the Congress and I go into business for myself and I try to get a
private health plan like Ms. Beaton got when she switched jobs
from being a nurse and went into business for herself. On the ap-
plication, I have to list the medications that I am taking, the fact
that I had a heart attack, give the doctor, the time, the location,
but I broke my leg playing football in high school. I got a 250-
pound fullback ran over a 150-pound linebacker. I was the line-
backer. Now, if I forget to put on my application with your compa-
nies that I had the small bone in my left leg broken playing foot-
ball in 1967, but I do put all my medications and my history of my
heart attack, the fact that I omitted breaking my leg in 1967, is
that a grounds to rescind my claim, my policy later on under your
policies right now that your companies issue? I admit to my big
problem, tell you the medications, all the stuff but I just flat forget
that I broke my leg and was treated by a doctor paid by the Waco
Independent School District in 1967.

Mr. Sassi. Congressman Barton, our underwriting guidelines
really kind of dictate that but it is my understanding of how our
underwriting guidelines work is that since that condition would not
be material in our initial underwriting decision because it hap-
pened so far in the past and was of a non-serious nature, that that
would not have factored into the underwriting decision.

Mr. BARTON. And I understand you might cover me because of
my heart attack. I understand that. It would bee totally within
your company’s right to say Congressman Barton had a heart at-
tack in 2004 or 2005, therefore we can’t issue him a policy. I under-
stand that. My question is really about my leg injury from way
back when. If I don’t disclose that, does that disqualify me poten-
tially on down the road? Mr. Collins?

Mr. CoLLINS. Sir, the application is looking for information going
10 years back so that——

Mr. BARTON. So that would not be material?

Mr. CoLLINS. That would not be material.

Mr. BARTON. Mr. Hamm.

Mr. HAMM. The same answer as Mr. Collins.

Mr. BARTON. Thank you, Mr. Chairman.

Mr. STUPAK. Mr. Deal for questions, please.

Mr. DEAL. Thank you, Mr. Chairman.

We are talking her in the private insurance market and I believe,
Mr. Sassi, you said that somewhere in the 15 million range. Is that
correct?

Mr. Sassit. Correct.

Mr. DEAL. To you three gentlemen, do you also have policies that
extent to ERISA-type coverage plans?
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Mr. Sassi. Yes. WellPoint insures one in nine Americans. The
vast majority of our members are covered under ERISA plans.

Mr. DEAL. Mr. Collins.

Mr. CoLLINS. Yes, sir, the majority of our membership are also
in group insurance plans which are covered under ERISA.

Mr. DEAL. Mr. Hamm.

Mr. HAMM. The majority of our policies are individual. However,
we do have some customers that are under ERISA.

Mr. DEAL. Does the same problem pertain in the ERISA market-
place as in this private insurance marketplace? Ms. Pollitz, you in-
dicated you think it does.

Ms. PoLLITZ. There is rescission in the small group market. It op-
erates a little bit differently because that is a guaranteed issue
market, but a similar process if a claim is submitted during the
pre-X period. It is largely the eligibility of the members of the
group and the family members of the group that will be reinves-
tigated to see if there is any way that the people who made the
claim shouldn’t have been on that policy in the first place.

Mr. DEAL. But the State periods like 2 years do not apply be-
cause it is an ERISA plan?

Ms. PoLLiTz. Well, your pre-X rules are also much tighter in the
small group market so Congress has said these questions about 10
years ago, 5 years ago, those don’t matter in the small group mar-
ket. You are only allowed to apply—an insurer is only allowed to
apply preexisting condition for something that was actually treated
or diagnosed in the six-month window prior to coverage taking ef-
fect. So anything that happened before that isn’t even allowed to
be considered, and if the person coming into the policy had prior
group coverage, that gets credited against the pre-X so that can’t
be considered either. So it is mostly eligibility, and I have seen

Mr. DEAL. I am going to try to be real quick here and I apologize
for cutting you off. With regard to what needs to be done, in the
event we don’t get the major reform that you all have been talking
about, anybody else is talking about, in the event it becomes some-
thing of trying to narrow a time window in which insurance compa-
nies have the right to review medical records, would it not be fea-
sible that if we had electronic medical records that that would fa-
cilitate a more timely review? I would assume common sense would
say that it would. Ms. Pollitz, do you foresee that consumer protec-
tion groups would oppose making those kind of personal medical
records available for insurance companies to review in a timely
fa?hi(‘))n so that we would not hopefully have these situations to de-
velop?

Ms. PorLiTz. They are already available for review.

Mr. DEAL. Well, we don’t have the extent of electronic medical
records that we all hope we will have.

Ms. PoLLITZ. But the privacy rules that you have in force today
under HIPAA say that medical underwriting is a permissible rea-
son for disclosure of medical records.

Mr. DEAL. You would see no reason that anybody would raise
that issue?

Ms. PoLLITZ. 1t is already permitted under current law.

Mr. DEAL. The last thing, and this is more of a comment than
anything else, I think the issue that Dr. Burgess discussed with
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you about those who are now being excluded because of preexisting
conditions, et cetera. I think we all know that our high-risk pools
are not effectively operated and certainly nonexistent in States like
mine, for example. I think we need to be looking at a policy where
we would maybe take those funds that are available for high-risk
pools, some of which are not being utilize, put them into an envi-
ronment in which we could perhaps with the sharing of some of
those costs with the insurance industry bring these individuals into
the pool with the additional revenue that would be available from
federal sources. I just simply suggest that something we all need
to be thinking about in my opinion. Thank you, Mr. Chairman. I
yield back.

Mr. STUPAK. Mr. Burgess, do you want to question now or do you
want to come back after votes? We only have 5 minutes, so I am
going to have to hold you tight.

Mr. BURGESS. OK. You know me. I can be really brief.

Mr. STUPAK. I have never seen it yet, but go ahead if you want
to try.

Mr. BURGESS. I will just ask all three of you briefly, you know,
you have heard the discussion of the public option plan. What is
your opinion of that?

Mr. HAMM. I oppose the public plan option.

Mr. BURGESS. Mr. Collins.

Mr. CoLLINS. Sir, I believe that with the reforms that have been
proposed, that we can make the market work much better without
a public plan.

Mr. BURGESS. And Mr. Sassi.

Mr. Sassi. We also oppose a public plan. We also feel that

Mr. BURGESS. I don’t want to be the one to have to break this
to you, but the reality is, you are very likely to get a public plan.
You are not likely to get the deal that was struck by AHIP down
at the White House. I mean, I think you can see the handwriting
on the wall. I would urge you to think outside the box on this one.
There are ways that we can solve this problem without going to a
public plan, in my opinion, and without leaving so many people un-
insured, without leaving so many people fall through the cracks, as
we heard this morning. Clearly the situation as it stands right now
is unstable. It is untenable. We can’t continue it. But you guys
have got to be able to come to the table with some innovative
thinking on how we provide coverage to that segment of the popu-
lation that is particularly vulnerable and needs the coverage. We
don’t need to turn the whole system on its head just to cover that
10 or 15 percent that is right now left out but that is what we are
going to do if you don’t help us with this, and the fallback position,
I promise you, is a government-run plan and that is what you are
going to get if we don’t work together on this issue, so I appreciate
you all being here today. Mr. Chairman, I appreciate the extra time
and I am going to yield back.

Mr. StupPAK. OK, so you didn’t have a question on the subject of
today’s hearing. OK. In all fairness to WellPoint, I said in my open-
ing statement—and if you care to comment, please do. I said in my
opening statement in the committee investigation, WellPoint evalu-
ated employee performance based in part on the amount of money
its employees saved the company through retroactive rescissions of
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health insurance policies. According to the documents obtained by
the committee, one WellPoint official was awarded a perfect score
of five for exceptional performance based on having saved the com-
pany nearly $10 million through rescissions. Do you care to com-
ment on that? I think it is fair to give you an opportunity to com-
ment on it.

Mr. Sasst. Thank you, Chairman. During the process of collecting
information requested by this committee, we did uncover two per-
formance appraisals from 2003 that were isolated to one area with-
in California that included one line each referring to retro savings
and a dollar amount. They were in the context of a part of the per-
formance appraisal with other metrics and they were part of a
more comprehensive performance appraisal that was, I think, five
to seven pages long. I reiterate my statement that WellPoint does
not have a policy, it has not been our policy to systematically re-
ward associates for performing rescissions, for tracking the number
of rescissions or the dollar amounts.

Mr. STUPAK. But didn’t both of those employees receive bonuses,
somewhere between $600 to about $6,000, I think the range was?

Mr. Sassi. My understanding is that those associates received
within the average compensation that all WellPoint associates re-
ceived for that given time period.

Mr. StupAK. OK, so it is not the reviewers, all your employees—
OK. With your profits, I guess you could give bonuses.

All right. That concludes our hearing for today. The committee
rules provide that members have 10 days to submit additional
questions for the record. The record book has already been sub-
mitted for the record. We will redact any business proprietary or
anything that relates to privacy concerns or is law enforcement-
sensitive, so that will be entered into the record.

That concludes our hearing. I thank all of our witnesses for com-
ing, and that concludes this subcommittee hearing.

[Whereupon, at 1:35 p.m., the subcommittee was adjourned.]

[Material submitted for inclusion in the record follows:]
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Anitrem Bhue Dogs and Bue Shici i
PO. Bsa 27810 H
tovinvite KT ATZRI0

Anthem. 2@

March 15, 2007

B P

cerTtrrED man. GEENEGGGEE

0 s . . .
/ COPY
, I e :
4
/2 Dear Mr. BN
] As suled in our letter of January 25, 2007 it has come 1o our anenuon lhal your application for
g : :he Ble Access pohcy, oﬂ'cxcd by Anthem & Company, andfor
The application you ieted asks the following question(s):

Section D- your build

The above question was d i ly on your application. Had we known of your true
build, coverage wauld have been declined.

Th , your ge is rescinded. We intend to recover ful) payments made on clzims
submitted. All claims Lha! are cunmtly pending will be denied. Any premium fees paid will b

funded within app 1y 30 busil days, minus any amount that is applied toward claim
payments thal have been made for this member.

Pleasc be advised that you will not receive a Centificate of Creditable Coverage since your policy
has been rescinded.

You have the right to appeal this decision. To initiate the appeals process, please forward your
request for an appesl alonp with any sdditional information to the following address: Anthem Bloe
Cross Blue Shield, Appeals Department, P. O. Box 33200, Lovisville, KY, 40232-3200. If you
prefer, you may fax your appeal to

-

YT Mean

THESE DOCUMENTS MAY CONTAIN CONFIDENTIAL HEALTH CARE INFORMATION PROTECTED BY FEDERAL LAW UNDER
HIPAA. DO NOT DISSEMINATE
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Thank gu for your attention to this matter. Should you have any questions, please call me 2:{jilllB

Sincerely,

* t
Anthem Blue Cross and Blue Shield v * '
Confidential notice! This ge, including an: h is for the sole use of the intended
recipient(s) and may contain confidential and privileged information. Any unauthorized review, use,

& "Or s

SENDER LITE T ron

8 Comnplete hams 3, 2, and 3, G corpiste
Rem 4 I Restrictad Defvery Is desied,

Rt LomFun ToX b N KN Y T g

110809

WLPO0O7S38
THESE DOCUMENTS MAY CONTAIN CONFIDENTIAL HEALTH CARE INFORMATION PROTEC
HIPAA. DO NOT DISSEMINATE OTECTED BY FEDERAL LAW UNDER
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LPOOOT5Q4
waw M99 3 )

Poge 14

e
From:
Sent:  Wednesday, Apcd 25, 2007 12:14 PM
Yo
Subject: RE: Speak now i
-
As discussed In tha ARC fodary, this mambier wifl remsin rescindad.
Thanks,

- |
fax .

From: SN

Sents , Apr 24, 2007 10:52 AM

o

(-3

Subject: RE: now ftr

(I sicase put the Rie and reverse any dedsions ihal may have ben made on this scoount.
Thanks

mw

rrom SENEENER

Sent: Tuesday, Apri 24, 2007 6:05 AM
Tos
e

D N SR (06

: Speak how i . ) :

1f the agent did not send the app thery we con't rescind. | need the get the Boents nante 3o he can be contactsd,
Hixs actions Bre nol acceptablel

From: WANIR
Sent; Monday, Al 23, 2007 7:12 AM
Yoz

3 howr Rr

=

agpsyaoe .

18998

WLPODO7E28
AESE DOCUMENTS MAY CONTAIN CONFIDENTIAL HEALTH CARE INFORMATION PROTECTED BY FEDERAL LAW UNDER
HIPAA. DO NOT DISSEMINATE .
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Pege2eft

i e

Sent; Friday, Aprif 20, 2007 5:29PM ‘
s Speak nows ity

Captive or tiroker?

Ma. 20, 2007 2:08 P4
Yoz

: o ity

Yeos YOu are correct

Manoger
KYON2-A025

Sents , April 19, 2007 4:12 PH

3 now kr

NOON MR OO —————————

So he submitted efectrunically with V3 and never sant a copy of the application lo the applicant Lo review? Am} i
understending this correcty?

From:
06, 2007 9:06 AM

for
Subject: FW: Speak now kr
See beiow for Rurther update

KY0302-A82! ' . .
From: ) U

Sent: , 2007 9:03 AM '

Yot .

Subject: RE: Speak now Ir W2

Thers is o nate in the file dated 3/80/07 by MM +hat savs “Pec WY build is rescind either woy-
rescingd per committee.” The rescission wes complered on 3/88/07, 30 should I still convacy vhe agent? In

my notes, L have thot he soid he since he took the application over the phone, he did not sead anything 1o
S the member. T will 1ry to get him Yo send me. that i writing. I om sending him an emoil, I will copy you on i,

From:
Sent: , Apri 06, 2007 8:58 AM {

[ et

WLPODOTS26
. HESE DOCUMENTS MAY CONTAIN CONFIDENTIAL HEALTH CARE INFORMATION PROTECTED BY FEDERAL LAW UNDER
HIPAA. DO NOT DISSEMINATE
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[T 1]

To: i
o
Subjact: RE: Speak now v

Yes, and we nepd % know i he maled a oopy of the application 1o the epplicant with the lotier stating if anyihing
15 Incomect to et us know.

—
KYO302-A025
From:

Sent; 06, 2007 B:33 AM ]
Tor . '
] now iy

The agent never seat me anything. When I contacted him and finolly spoke to him, he stated he did not
have o paper application, that this was taken over the phone. I asked him to send me on emall stating that
and have never received it. T hod to coll him several times to even speak with him about this, Should I try
ogain?

Prons:

ore: Y
?mm,mﬁzmmom

{5
Subject: FW: Speak now &

OO (OO | SRR

See betow. Can someone gol me en update?
=
KYD302-A625

From: ’
Sent: Apeil 05, 2007 7:00 PM
Yoz

Subject: RE: Speak now It

What happened with this one? . _ .

fax

From: YRR
Sent: Thursday, March 01, 2007 1:.24 PM

pyp—— e 119690

007827

WLPOH
+HESE DOCUMENTS MAY CONTAIN CONFIDENTIAL HEALTH CARE INFORMATION PROTECTED BY FEDERAL LAW UNDER

HIPAA. DO NOT DISSEMINATE
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fopedcld

3 now o

,

Fthought i the agent received a paper spplication they had to send us the paper application because we had o
audit the paper against what was keyed. We need to go back o the agent snd see If they heve the paper
spplication because we only have the on-iine on Ulem,

In yesterday's committee meeting, a file was reviewed on SIINMuaiEENIIIIIIN whose weight was put on
the applicotion os 215ibs on 4/49/08 ond we heve records stating his weight on 5/8/06 was 3101bs. His
reply to the speak now letter come in yesterday afternoon ond he thinks thet the ogent may have mis-
Keyed his waight off the original written application. The arsber states his build ot the time of the
application was 5107275 s, It was decided yasterday to rescind this member due o build, My question is, '
should we still rescind him bosed an the inforfiaridn in the speck now ieter?

Thanks,

a_
Individuol Underwriting
SR
S

confidertiality S . .
This messoge, including attachments, is for the sole use of the ntended recipients ond may contoin
confidenitol and priviieged information, Any unouthorized use, disclosure or distribution is prohibited. If . |

you are not the recipient, please contact the sender by reply e-mai! ond destroy off copies of this messoge, ‘
———— o et T, e Ot e bl M .

Ga2572007 11801

WLP0007S28
JHESE DOCUMENTS MAY CONTAIN CONFIDENTIAL HEALTH CARE INFORMATION PROTECTE RA|
HIPAA. DO NOT DISSEMINATE D BY FEDERAL LAW UNoER
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1SG Operati V
= 220 Remington Bivd.
UNICARE. el

April @ 2007

=,

Regarding:

1D Number:

Group Number:

Policy Effective Date:  December @l 2005
UniCare Agent:

Dear -

In reviewing the claims from East Texas Radiological Consultants for services rendered
December: 2005, we find there were material misrepresentations and omissions on your
Application for UniCare Individua! Ervollmenit signed November. 2005. A copy of this
application is enclosed for your review.

The application you completed disciosed the following medical history for yoursélf:
. Height § feet 4.inches and weight 160 pounds.

Based upon this history, you became enrolled effective December.zoos. Subsequently,
during a medical investigation, UNICARE requested and received medical records from
Central Texas Digestive. Review of these records disclosed the following significant medical
history for you.

. 10—‘2005 This patient follows-up in clinic with recurrent and intermittent episodes of
nausea. There was considers that this was probably related to medications and all
medicines were discontinued withtut improveiment, so she resumed her Avandia,
Nexium, and Teveten. Past Medical History. Notable for diabetes and hyperension.

Had this information been disclosed in the UniCare Individual Application Health History,
Section 6 pages 3 and 4, our medical underwriting guidetines would have prohibited us from
offering the enroliment as requested.

Your contract with us, consisting of the policy and the application, provides that we may
rescind the policy if material health infomation is omitted from the application or misstated.
Specifically autHority for this action can be found under the Conditions of Application, Section
7, item #10, which states,

THESE DOCUMENTS MAY CONTAIN CONFIDENTIAL HEALTH CARE INFORMATION WLP0021567
PROTECTED BY FEDERAL LAW UNDER HIPAA. DO NOT DISSEMINATE,
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“{ have personally read and completed this application. Nothing has been left
off regarding the past or present health of anyone listed on this application. |
understand that no one listed on this application is eligible for benefits if any
information on this application is false, incomplete or omitted. UniCare may
void all coverage from the original effective date of the agreement for such
material misstatements or omissions.”

In addition, Section 1, paragraph 6 of your UniCare Individual Policy states,

“IF WITHIN TWO YEARS AFTER THE EFFECTIVE DATE OF THIS PLAN, WE
DISCOVER ANY MATERIAL FACTS THAT WERE OMITTED OR THAT YOU OR
YOUR INSURED FAMILY MEMBERS KNEW, BUT DID NOT DISCLOSE IN
YOUR APPLICATION, WE MAY RESCIND THIS PLAN AS OF THE ORIGINAL
EFFECTIVE DATE.”

Because the medical history omitted from your application would have precluded us from
issuing the policy as applied for, your current UniCare Policy will be retroactively canceled to
the original effective date. All suspended claims will be denied. All claims paid in error will be
adjusted. A check representing a full refund of all premium submitted, fess the amount of any
claims paid by UniCare will be processed and sent to you under separate cover within thirly
(30) working days of the date you receive this letter.

Should you feel the information upon which our decision was based is erroneous or if you
have any questions regarding UniCare’s decision to rescind your policy, please submit your
written concerns and all supporting documentation to my attention at the address noted
above.

Sincerely, ' :

Underwriting Services
UniCare Life and Heaith Insurance Company

THESE DOCUMENTS MAY CONTAIN CONFIDENTIAL HEALTH CARE INFORMATION WLP0021568
PROTECTED BY FEDERAL LAW UNDER HIPAA. DO NOT DISSEMINATE.
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m

Committes Raview Date: 32207 = Committes Decision
z
7 Rescind (]
State: Toxas UNICARE. No Retroaction .}
90 Day Date: 4/15/07 Retro Waiver
Retro

Mesber Mo (D
HOD Nonber QEINEND MC Number QD
Auplication Signature Date:1 (fJJO5 __ Effective Date of the Poliey: 12405 Plan )

Membership [nformation:Active Referral Source: Claims  Date of Referval: 7/26/06

Date claim melved that was sent for review: 7’06 Dingnoses on Clsim: Lump or Masy in Breast

Medication Listed oi Intelliscript: Levaquin, Advair, Albuterol, Ptcdmsom. Zithromax, Norvase, Nw:zol

Prepac, Cipto, Diazcparmn, vamﬂh-zme. Phcnampyndmg, P Visicol, A
Listed o Reviewp

P

Appiication/Heaith Staterent:
. Height 5 foet 4 inches and weight 160 pounds

Approved Preferred

Relevant Medical History Prior to Effeciive Date:

Provider; Central Texas Digestive

. 1042005 This patient follows-up i in clinic wuh recurrent and b mlmttent epxwdts of nausea, There was
considers that this was probably refated 10 and all d without i 1, 50
she resumed her Avasndia, Nexium, and Teveien. Past Medical History: Nonbla for diabetes and hypemm ion

Relovont History Post Effcetive Dutor

Medical records/information received indicate the following history:

. “ specifically asked the agent who signed me np for your insurence policy how to check the boxes of health
questions, be stated if you are not on medication for any of the problems to check “NQ.” In 2005 1 was not on
medication for blood sugar or hyperiension. [ also check oy blood sugar once or twice 3 month to make sure mine was
not out of the normal range. Diet, exercise and awareness was cottrolling my blood sugar and blood pressure with out
taking medication for cither of these. ! hwve never had nor has it been ordered fo take a Glucose Tolerance Test which is
the specific test nesded for diabetics, In 2005 1 also monitor my blood pressure checks, Dict and exercise was all that
was necded o keep it in the normal range.™

Medical Underwriting (‘uiddmu;

. Diabetes sad hypencnsnon would have been decline per C plications R Declination per MUG 250
. Recommend ne rewroaction. Unable to prove intent of member. No response {rom sgent to verify if this
information was told 10 her.

Other Mcdical History:

None

Health Questions Answered “NO” should be Yes:
Sect 6 questions Jand 13

.
Reviewiog Underwriter:
]

THESE DOCUMENTS MAY CONTAIN CONFIDENTIAL HEALTH CARE INFORMATION WLP00Z1570
PROTEGTED BY FEDERAL LAW UNDER HIPAA. DO NOT DISSEMINATE.
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]
0.:‘-‘-:"0
April 15, 2005 . .".==-¢
T
[}
FORTIS
Mr Otto Raddatz Sokd parindr, e scktor®
L]
"y

Re: Policy / Certificate Number NN,
Desr Mr Raddatz:

Through a serivs of medical questions on your July 8, 2003 application / enrollment form, we
asked that your fumily’s health history bé completely and accurately disclosed for the
purpose of determining insurebility.

During the course of our consideration of your claim for benefits, we received information
regarding Otto Raddatz's health history, which was reported to us by Dupage Medical
Group. The information we received pertained to one or more medical conditions that were
not disclosed on the application / enrollment form including, without limitation the
following: abnormal abdominal CT scen showing atherosclerotic abdominal aorta with
infrarenal aneurysm and cholelisthissis (gall stones). Speoifically, we beve discovered
medical records dated from February 9, 2000 to Maurch 13, 2000 that revesled this health
history. .

Unfortunately, this history cams to our attention afier 4 claim was submitted. Under the
ciroumstanoes, we must reform coverage. Had our Underwriting Department been aware of
this medical history at the time of application / enroliment fot was gpproved, eligibility for
insurance coverage would have bee affected. Therefore, we will be removing Otto Raddaiz
from coverage based on the material misrepresentation with respect (o one or more questions
on the application / enrollment form, including without limitation the following: 18b 13c
24, Plesse refer to the copy of the application / enroliment form included with your polioy /
certificate,

We arc enclosing an Amendment of Application that excludes eoverage for Otio Raddate
from the effective date of the caverage. If you choose to sccept the sbove Amendment of
Application, please sign, date and retum it to Fortis. The policy/certificate will remain in
force for all other previously covered family members. If you choose not 1o accept and sign
the Amendment of Application, you will leave us no alternative except to rescind the entire
policy back to the effective date of August 7, 2004, In cither outcome, Fortis will wrrange for
any appropriate refund of premium. -

Forlle Inswrance Company / Fortis Baneths insurancy Cumpany / John Alden Lite insurance Company

S8 IVd BEZBZEEDBL

Fortis Health

501 West Michigen
P.D, Box 3050
Mbwaukes, Wi
53201-3050
Telsphons
1800800 1212

ZyiTT  58UC/92/v8



gaip he s pplica : dar days from the date of #

fetter, The signed Amendmert of Application should be fuxed to my spiention gt 1-414-299.1266,
If you have any new inf tion that may impact this decision, pleage submit this inf ion in writing,
However, if the smendment of application is not received within the specified time frame, we will proceed with
tha rescission of ge regardless of the ipt of appeal information. . .
‘The above information was reviewed in accordance with Fortls Insurance Company’s underwritng guidelines,
practices and procedures. All of the Company’s rights and defe hether or not specifically mentioned
herein, are reserved.
Yours sincerely,

Senior Individual Medical Underwriter
1-800-800-1212 Extension il
Facsimile: 1-414-299-1266

Enclosures

48 30¥d BEZBZEERBL ZP:IT S8HZ/9Z/v0



OFFICE OF 'IHE A'I‘TQRNEY GENERAL
: s*rmﬁ: D mmwots

Lisa Midigan | W
ATTORNEY GENERAL Méy?».{ 2ob5

!o!!s &!!

501 West Michigan
P. 0. Box 3050 .
le:mkee. Wl 53201-3050

P'e'ggy R_addatz
RE: .Otto Raddatz

o aa
D_, .

© -Weasrein teccxpt of youx fommal 1esponse dated April 29; 2005 regardmng Oﬁo
“Raddatz, Thave also had tjscussion with.aialstmey for Assurant Heabth narne; :
m Avctording 1 Ms, Quoarkics; B I&ddmv s insaanrce is beitg res on the
act e did not state -on his application. iy 8 2003. the presence of ati aortic anedtysm.
. !Affer reviewing the records sgain Y'the:doctor curing for Mz, Raddatz at the time
5z had o knowledge of the areurysm, which was

the&}CT scan was done; it i3 gicatﬂmt»
Jound incidentally ona CT sean done -6f 2000 by My, Raddatz's pligsiciss; Dr.,

1's medical hotes at 1id time state tha‘t M. Raddatz was informed of an sortic
aneurysm-or TRaicate-that Ms Raddatz- was-n;need offollow-up care felated to an aneutysm,
Notations made by 1 on the-GT teport of Febtuary 11, 2000 state: “Have kidney stones
come in tomorrow'"’. 1, wh is iow retirtd from practice; infofried e that he does
not recall telling Mr. Ratidarz of the afieurysm, The fact that it s riot writier itethe medical

_ records thuit furtlier atfention refated to-an i nccded:s fuxiher (:vldem:e suggestmng K
Raddats was niot told fie had ah dheRryR

'ly ﬂtat‘Mr Rad'datz was riot mformed of fns gortic
 Forfts that his polity was being teiininated. Mr.
Raddatz saw & physiciat, -who s replaced Dy 1; for the first time in four
years in August 2004, As the potes of thatvisit, k& nor the physician
mentibned an aneurysm. Next, when Fe Eaw 4 hm&aw}agxst 7, after the CT scan of
September 2004; Mr, Raddstz does fiof fixdicate-in His initia) presetice of an aneurysm
nor does ‘metition an medryst in-hisreport to a. Again, this would again
indicate.-tha atz was not tald‘ cf 4n aomc aneuryl

Our office believes that itié Highty
aneurysmuntil ke received notification’

anhermore, the. fact that Nt Raddm e 2 sasugut ‘riiedic) attenditn after 1ié visitsof .
February and March 2000, until he Berarne synmmanc frotn his current illfiess, ¢an be viewed

-

500 South Secand Swreies, Sﬁmgﬁc\d, sl szvos . mmsz-fosb T (zm 7832771 » Fix 217) 782 e -
100 West Randolph Sweet, Chitago, linyis 80601 * (317 8143000 » TT¥: (312)814:337 » Fixx: (312) 8143806 ,
1001 East Miih, Carbioridale, Hfinois 62901 » (618) '529.6400 » TTY: (513) 529-6403 -+ Fax: (618) 529-6416 g
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as further evidence suggesting Mr. Raddatz 8 fiot sake any Fraudulent statéments or material -
niistepresenitations on his enrolfiten fOrAL. A% §tated several times on the complaint forms filed
with our office, Mr. Riddatz. wag nad of &;pregence of the aneurysm.. Clearly, he did not
know thet he Had an aneurysm untilrecently, when his poficy. with Fortis insuranee wWas
termninated as the result of postsmcd}calunderwnmgfonomﬁg chembtherupy treatrrient,

pms asserts iat questwns 18b, 18¢, and 24'on
ver, cach of these qfucshcns is ambiguous,
14l ypu are purportedly seeking: These are siso .
the Kimd of qm;suons thata;e drﬁicnl : Y Person to answer, particutarly with dhe degree of
specificity and. complcu:ncss that you:a¢e Hiow saying:vas redquired of Mr, Reddatz, -Indeed, Mr,
‘Raddatz was clearly making no ¢ffore fowithold the fact that he hud uidergotit-a CT scan singe’
he disclosed e fact that he had seer 47 forJddniey stones. Therefore, if e application
isread a8'a whole, the inforcation Yatowh to Raddatz wa$ provided 'on his application.

- We are stating fhat Mr. Raddatz’s healis, inserance policy should not Have been
rescinded, Mr. Raddatz has Been wridergoihy trestthént ander the reasonible assurnption that he
has medical doverage. He Suddenily faces not'only life-threatenitng illness but now the inability to a

~afford thie only tréatment that may help b hmx. 'Ih&tuhaﬁg of rescinding Mt Riaddatz's insurance is -
‘such that e ¢annot possibly make bthermmg@nems for coverage before ifis too late, Clearly, -
Mr. Raddatz wil] die very soon wilhut rece Tnédical care that he.needs. Our office is
thaking everyeffort to asHiat this cirbnrier, Yelieve we have satisfied the guidelines us et
forth by his policy by ptoviding. the aboveamntmma information. In addition, we agree that
cgch insured must be reated-equally. dnd faitly accotémg 1o the guidelines set forth by their
he;:.l:h insurance policy. However, mixpysitadtiofis ate not chear and in thes sitaations, in !Iae
’miereSt of human. Samaess, dcezsmns: shawm Béﬁmaﬁcm bestprotest the-consummer, . -

". We greatly apprecsaie yoﬁr cbmumed review of this matter. We hope you will agree that
we have adequatély demonstrated that Mr, Radditz did Aot know that he suffered from an adrtic
angurysm. If our atfument fails to rieetthe standard needed to reinstate his insurance policy,
plefse provide our office with details of additional information that will be needed to reinstate his

health insurancepolicy. We greatly appreciate your pronipt and continued attention to this matter
and would like a response. by Fnday, May s, Thamk you vcry mucb

DY Bﬁhs Waidm;r, MD.
Henlth Care Butedu Medical Direstor
Office of the Minols Attothey General
100'W, Ranfolph Stieet, 12° Floor
: Chicégé, mmow, 60601

Babs- Waldman, M.D. @
Medical Director
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At Bloa Cross 4nd Blue Shietd
£, Box 310
Lovisville, KY S0233.7810

Anthem. &%

Janvary 5, 2007

cerririen vAIL RGN
CoPY
o
-

As stated in onr letter of December 8, 2006 it has come 10 our uuemxon Ihal your application for

the Blue Access policy, offered by Anthem Company, co and/or
mcomplezc medical mformnhon Wc have ived and reviewed your D ber 18, 2006 fetter of
. and you allowing us the time to respond.
The application you pleted asks the following question(s):
2. Has any person applying for coverage m the past 5 years had any diagnosis, consultauon, s
treatment, lesting or taken any medi or d follow up or
for:
a, Alergies, asthma, hitis, chronic ot i ! y diseasc,

sleep apnea or other disease or disorder of the fungs or resprrxlory system?

The above qneshon was answered “no™ on your application. Had we known of your history of
chronic obx p y disease, ge would have been declined.

Therefore, your coverage is rescinded. We intend to recover full paymenis made on claims
submitted. Ail claims that are currently pending will be denied. Any premium fees paid will be
funded within approxi 1y 30 busi days, minus any amount that is applied toward claim
- payments that have been made for this member.

Please be advised thay you will not receive a Cevtificate of Credible Coverage since your policy has
been rescinded.

You have the right to appeal this decision. To initiate the appeals process, please forward your
request for an appeal along with any additional information lo the foilowing address; Anthem Biue
Cross Biue Shicld, Appeals Department, P. O. Box 33200, Louisville, KY, 40232-3200. If you
prefer, you may fax your appeal to (502) 889-3034,

WY Mevsae . i A R

WLPO
THESE DOCUMENTS MAY CONTAIN CONFIDENTIAL HEALTH CARE INFORMATION PROTECTED BY FEDERAL LI’\\%:‘\:NDER
HIPAA. DO NOT DISSEMINATE
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You and/or your dependents may be eligible for health insurance coverage under The Indiana

hensive Health iation {ICHIA), wh)ch has been created by Indiana Law for
tesnr.lmts who, for health rcasons, havc difficulty ining d health i coverage. It is
supported by all Indiana health insurance companies, and is overseen by the statc government. If
you are interested in obtaining more information about this program, please contact Indiana
Comprehensive Health Insurance Association tofl-free at SESITENNNNGG

limk ﬁu for your attention to this matter. Should you have any questions, please call me 2t i

Sincerely,

Anthem Blue Cross and Blue Shield

Confidential notice: This ge, including any h is for the sole use of the intended
recipient(s) and may contain confidential and privileged information. Any unauthorized revicw, use,
disclosure or distribution is prohibited.

back )
um“mnmmﬂh = i
3, Article Aickeased b . i ; = Fhw }

N WLPoD10347
THESE DOCUMENTS MAY CONTAIN CONFIDENTIAL HEALTH CARE INFORMATION PROTECTED BY FEDERAL LAW UNDER
HIPAA. DO NOT DISSEMINATE
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ar/2erzeer axa: (R MJ LaW DFFICE

H Attorncy at l!

Pereonal Injury C‘ Estatc lemmg included i preas of praclice
MCROSS & BLUE SHIELD

P.O. Box 37810
Louisville, KY 40233-7810

Dear M. QP

On January §, 2007, you wmt:—dvising him that Anthem Blue v e .
Bluc Shield had rescinded his health insurance coverage because of his vesponse 10 2 vartes. »
question on his health insurance apphication as to whethtr he had any diagnesis, consuiranor,
treatment of testing specifically for chromic sbstructive pulmonsry discase. He answuresd
l because hix physician, D, SR and Dr SEENRERS vusse practisioner never ssed
! COPD o5 chronic obstructive pulmonary disease when discussing his history of cigareu
i and the chronic problems that arise from tobacco usage in an appoinment which precected i
application for health insurance

| I have cnclosed w copy of a Jetter from Dr. (GNEMMEINdated January 9, 2007 wherewn he
. specifically indicates thut he did not explain togthat he was describing COPD white discussiny
: the chronic problems ol tobacco usage with him. Neither Dr.

: tad any recoflection that they cver actually sat down and raficed with (IR oy
diagnosis of COPD and that ay well be comrect that it was mid yedr 2005 Letns thar

diagnosis was ever given ta hun

. For these reasons, we ask that Anthem rei his health s E
f retroactive fo the-date of rescission. ¥ am aiso faxing a copy of this Jetter 1o the \nr' erf n'
Cross ind Blue Shield Appéals Drpanment seeking the above requested relief

medical condition is grave snd he is scheduied for surgensindest tha "o
weeks. If he sutfers any hcrm, whether ﬁnancn!ly or physically, from this deaial of wiuran &
coverage, he will most inly seek the approp dics in count

Thank you for yout consideration to this icticr. If you would, please contact me upon
ceceipt 10 discuss Anthem’s response 3

Very Truly Yours,

S
Enclosure l

THESE DOCUMENTS MAY CONTAIN CONFIDENTIAL HEALTH CARE INFORMATION PROTECTED BY FEDEmW UNDER
HIPAA. DO NOT DISSEMINATE
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2
WELLPOINT

Committee Decision:
Rescind X
No Retroaction []

Pending more info [
Effective Date of Policy:

Committee Review Date: HCID#,_NAME _Member Code, Plan: | Application
May G267 Signature Date; Dc:mbcr’ 00
Individual KeyCare Prefered Dc:cmbc. 2006

Date Referral Received:
Apri

Claim/Notification eliciting investigation:
Ciaim for dx 311 (depression) was flagged on the portability query.

Application/Health Statement ;
1 Clean application; weight of 170 and height 53"

| UNDERWRITING HISTORY
Approved Level 1

RELEVANT MEDICA TORY PRIOR TO EFFECTIVE DATE:
ELEVANT M L HISTORY POST EFFECTIVE :

MEDICAL UNDERWRITING GUIDELINE(S):
Maximum weight for her height is 193 pounds

Health guestions answered “no”, should be “yes™:
Weight portion of the application was

Re! Underwiiter:

Comments: We did not receive a response from Mrs.—

Documented weight of 213 pounds and height 53" on Jenuacy. 2007 (See page 5 of the medical records)

RVP Individual Underwriting RVP, Medical Director Director, Medical Management
| EastRegion

THESE DOCUMENTS MAY CONTAIN CONFIDENTIAL HEALTH CARE INFORMATION
PROYECTED BY FEDERAL LAW UNDER HIPAA. DO NOT DISSEMINATE,

WLPO014310
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85/11/20887 89:42 5408535034 ANTHEM RISK MGMT PAGE B4
Aruem B Gross ond Blys Shisld
Fost Office Box 13647
FBuanoke, irginis 20003047

Anthem. ¥

IMPORTANT INFORMATION ABOUT YOUR POLICY

April.. 2007

|-

re: o, (N
Dear Mrs. -

1 am writing to request yous help in resolving 2 matter concerning your application for the Individual
KeyCare Preferred program, your current health carc coverage. The epplication includes questions
about the medical history of the individual applying for coverage. Answers to these questions arc
cvaluated along with any information obtained duning the claims review process. Through this
g:uctss, we leamed that your history of psoriasis and hemorrhoids was not no your application.

/e also leamed that you have 2 documenled weight of 213 pounds on Januaryjiii 2007 which
would indicate that the weight on your application is inaccurate. For your refercnce, | have enclosed
a copy of your application.

Please clarify in writing why these conditions and lifestyle jaformation were not included on your
application, then send your Jetter to my attention by April i 2007. Your writteo response is

uired for us to determine the future status of your contract with Anthem Bluc Cross and Blue
Shield. This review of your policy must be completed before any outstanding claims can be
congidered for payment. As exfluinod in your policy, omitting important information from an
application may result in cancellation of your coverage.

24 IMPORTANT NOTICR** ¥
1f we do not receive a written response for oor review by Aprﬂ. 2007,
your Individunl KeyCare Preferred coverage will be cancelled retroactive to its
original effective date.

o 0 DAL IR v o eI P 0 .
s ! rewre.

e o .
RSP Eom s POV icrarie

THESE DOCUMENTS MAY CONTAIN CONFIDENTIAL HEALTH CARE INFORMATION .
PROYECTED BY FEDERAL LAW UNDER HIPAA, DO NOT DISSEMINATE. WLPOO14292
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05/11/2087 09:42 5488535034 ANTHEM RISK MGMT PAGE 85

Anthen Bive Coss and Blue Shiek
Post Cffice Box 13067
Froncke, Vignia 741305047

Anthem. 29

Ms. 1 appreciate your help as we work 1o resolve this matter. Tf you have any questions, our

Member Liaison will be glad o assist you at

Sincerely,
Underwriting Auditor
Enclosure
ce: File
’ Sormieminbaniiate

THESE DOCUMENTS MAY CONTAIN CONFIDENTIAL HEALTH CARE INFORMATION
PROTECTED BY FEDERAL LAW UNDER HIPAA. DO NOT DISSEMINATE.

WLP0014293
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Committes Rovlew Date: 372207 = Committee Decision
=

Reseind ]

State: Tecs UNICARE. No Retroactionf ]

90 Day Date: 4/15/07 Retro Waiver [

Retro Rate Up[ ]

Member Nxme:_ :
HCID Number:_ MC Number: MC40 -

Application Signature Date:d/16/06  Efective Date of the Policy: 5/1/06 Plan: HSA 3 $5000/$10000

Membership Information:Active Referral Source: MRU  Date of Refervak I/lO'I

Date claim received that was sent for review: 11/23/06  Disgnoses on Claim: Lumnp or Mass in Breast

Moedication Listed on Intelliscript: Tetracycline end Tobramycin
Medication Listed on Reviewpoint: Boniva, Prometrium

Application/Health Statement:
. Height 5 fect 4 inches and weight 185 pounds.
. 0!.2002 Qvarian. Laproscopic removal

Underwriting History:
Appruved Preferred

Relcvant Medien) History Prior to Effective Date:

Provider!
. 03-J7005 Bone density-Osteopenia. Start Actonel.
. D 006 Meds: Actonel

Rolevant History Post Effective Date:
An offer terer for waiver 73U was sent on 2/16/07 with no respouse

Medical Undervriting Guidelines:

. Osteopenia requises prescribed oral medications waiver 73U for 10 years would have been applied per MUG
733 .
. Recommend to rescind due to no responsc 1o offer sent on February 16, 2007

Other Medical History;
None

Health Questions Answered “NO” should be Ves:
Sect 6 question 27

Reviewinp Undcrwri!er:-

—
Director Ind/Sm Grp Underwriting VP Medical Direcior VP & GM Ind /Sm Grp Unicare
THESE DOCUMENTS MAY CONTAIN CONFIDENTIAL HEALTH CARE INFORMATION WLP0027086

PROTECTED BY FEDERAL LAW UNDER HIPAA. DQ NOT DISSEMINATE. -
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AUnimiottheare Camgasy

UHG23957

Identificati
Control Noz .
Claimant;
Insured:

‘When reviewing claims, we sometimes obtain medicat reconds to help us resolve claim issues,
As part of this routine process, we obtained medical information for you ft

During our review of your information, we leamed there was pricr medical history that may
have impacted owr decision 1o provide you with health coverage. Therefore, we are sending
your information to our Underwriting Department for review, and we will keep you informed as
OUT TOView PrOEICSIes.

You should continve to pay ywrpmxmﬂm. Hnwev:r thne premivms will be conditionat and
that

may be retwnod to you if we d were made in the
spplication for insurance.
Goldmkukexpmslymmﬁglmummepoﬁcy,wm&bmmlmimd w,nm
uader the Time Limit on Centain Defenses pr , the P po n, and
the Incontestability provision

After our review is complete, we will et you know if your coversge will be affected in any
way.

Sincerely,

—_——

Confidential Prcpnetary Business Information
UnitedHealth Group
Produced Pursuant to House Confidentiality Rules
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QT conY

S AV SN

AthigdHeatcare Conpany

May-2-2008

UHG23903

Your request for benefits has been reviewed very carefully. We want to Jet you know the
resull of our review,

The Anplication for Coyerage:

Before we can issuc health i B fills out an application. We use
the application to determine if we csn offer novemse and rely on this information when we
agree to provid: age forn

If the application is epproved, ucopyohuuuachedmdmudepmofthemxﬁcm We
do this sothe can check the mdletush\wufnymtommmsmmmg
or incorrect. On the front of the certificate, it says “Check the stt-ched apylicuﬂo-. lf it
is not complete ar has s evror, please let us know. Ani pp
maymweaﬁﬁcmmbewﬂedmddnmwbemdweﬂordmat”

Tuformati  Our Revi

Durinj review, we reqt d and received medical records from!

These medical records indicate that information was i or missing from
ur aj jon, This information would have changed the original decision to issue
Coverage,

According to the information we received, the answer 10 Question(s) 6 should have been
o a" wxlh respect 1o ymr medical history. The application should have also contained
£ p to the question. A copy of the application is caclosed

for your review,

Confidential Proprietary Business Inform;ticn
: UnitedHeaith Group
Produced Pursuant to House Confidentiality Rules
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Identificatio .
Claimant;
May 2, 2008
The reconds we received noted that you were seen a witha
history of and treatment for atcohol abuse since at feast Nos . " i ar

least January 19, 2007. .
Fi , 2006, up until at least August 16, 2007, it is noted by-
'a history and treatment for hyperteasion.
New Inf Your Coversge:

1f this information had been shown comectly on your application, our underwriters would
have been unnble to issue your covernge.

Now that we are aware of this information, we need 10 take the same action we would have -
taken if.we had been aware of this information when you applied for insurance.

Your coverage has been voided. ‘This means it is as though it had never been approved or
issued, This also meany;

We will return ail premium paid;

We will not cotlect any more premium;

We will not provide coverage or pay sny claims; and
We have no lisbility for any current or future claims.

LR

There may be additional information that was missing or incorrect on your application.
Golden Rule reserves the right 1o assert any other material misstatements as reason to void
your coversge. By taking this action, we are not waiving any rights under the provisions of
the certificate, including, but not limited to, the preexisting conditions provision.

Premigrm Refynd:
Enclosed is a draft for payment of $922.82 to refund all premiurs paid for your coverage.
This drafl also includ: bership fees for Pederation of American C and

Travelers (FACT). Any pnmiums'you may have psid recently will be refunded to you as
soon as we receive and identify them. Please notc that there is a release on the back of the

7 draft. By cashing the prendum refund draft, you sre accepting our decision to
void your certificate.
ol )
UHG23904 Confidential Proprietary Business Information

UnitedHealth Group
- Produced Pursuant to House Confidentiality Rules
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__—__P identfcaiga No:
. 3 Claimant: .

May 2, 2008

Plesse note that if the premium refond draft is not endorsed by the payee or if the
relense on the back is altered, Golden Rule will not pay the draft, you will not receive
the fands, and your banok may chavge you penalties or fees.

Your bership:

We will not continue to collect your FACT membership dues. As we explained above,
your premium refund draft includes the bevship fees we collected on behaif of FACT.
We have not recovered this amount from FACT. You are siili a member. If you wish to
remain 2 member, you should arrange to send your membership fee direcdy to FACT.
Their tolf free number is 1-800-USA-FACT (1-800-872-3228), or you may write to them
at:

FACT

Membership Service Office

P.O.Box 104

Edwasdsville, [l 62025
Summary:
Since there is no coverage, for the reasons explained above, no present or future claims will
be paid.

1fyou have sdditional information you believe would change our decision, please sead it to
us. We will review the information and reply to you promptly.

Sincerely,
!ums Review
Enclosure
LiLG88 :
UHG23905 Confidential Proprietary Busine§s information

UnitedHealth Group
Produced Pursuant to House Confidentiality Rules
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GoldenRuile COPY

AlnitedHzatthcas Company

August 21, 2007

Identification No:
Claimant:
Insured:

Dear .

Your request for benefits has been reviewed very carefully. We want to let you know the result
of our review.

The Application for Coverage:

Before we can issue health i c a fills out an application. We use the

application to determine if we can offer covemgc and rely on this information when we agree to
provide coverage for a customer.

1f the application is approved, 3 copy of it is attached and made part of the certificate. We do
this so the customer can check the answers and let us know if any information is missing or
incorrect. On the front of the certificate, it says “Check the anscked :pplxcntmu ifitis not

complete or has an error, please let us know. Ani ori pp may cause
yowr centificate to be voided and claims to be reduced or deni
New Information From Our Review:
During our review, we requcsted and eceived medical records fro These medical
records & dicate that i ion was i or missing from your application. This

fe fon would have ct d the original decision to issue ge,
A g to the ion we received, the answer to Question(s) 21, 23g, 231, 25a, 25¢, 28,

and 32 shou!d have been “Yes™ with rcspcct to your medical history. The application should
have also contained additional medicat history in response to Instruction number 33, Medical
history for you should have been reported under the section of the application called “Medical -
History Details - For All Applicants.” A copy of the application is enclosed for your review.

The records we received indicate tha (IR viscd you to have an electrocardiogram for
myocardial ischemia on Apeil 11, 2002, March {, 2004, and May 26, 2005, The records also
reveal that on March 1, 2004, and May 26, 2003, you were advised to have pulmonary function
tests for chronic obstructive pultmonary disease, and to check for granuloma. On May 27, 2005,

[
i oot
Lawrencaville, linais 62438 05085412
www goldonrule. com
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P Identification Noy|
age 2 Claimant:

August 21, 2007

your complete blood count was abnormal revealing an elevated red blood cell count,
hermoglobin, and hematocrit. On October 25, 2006 A you for « cough and
wheezing. You were advised to stop smoking and to have puilrmonary function tests as wellasa
computerized tomography scan of the fungs. Onr November 30, 2006, you were started on
Chantix to help you stop smoking.

yw the New Info! m AR our Coverage: '

If this information had been shown correctly on your application, our underwriters would have
been unable to issue your coverage.

Now that we are aware of this information, we need to take the same action we would have
taken if we hiad been aware of this information when you applied for insurance.

Your coverage has been voided. Ttus means it is as though it had never been approved or
issued. This also means:

o We will return all premium paid;

« We will not coliect any more premiun;

«  We will not provide coverage or pay any claims; and  ~
s We have no liability for any current or future claims.

There may be additional information that was missing or incorrect on your application. Golden
Rule reserves the right 1o assert any other material misstatements as reason to void your
coverage, By taking this action, we are not waiving any rights under the provisions of the
certificate, includiag, but not limited to, the preexisting conditions provision.

Bremium Refund:

Enclosed is a draft for paymcnt of $3148 56 to refund al premiums pald for your coverage.
This draft also inch ip fees for Federation of Ameri and Travelers
(FACT). Any premiums you may havc paid recently will be tefunded 10 you as soon as we
receive and identify them. Please note that there is a release on the back of the premium drafi.
By cashing the premium refund draft, you are acoepting our decision to void your certificate.

Please note that if the premium refund draft is not endorsed by the payee or if the release
on the back is altered, Golden Rule will not pay the draft, you will not receive the funds,
and your bank may charge you pensities or fees.

09085412 ’
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~ Identification No:
Page 3 Claimant:

August 21, 2007

Your FACT Membership:

We will not continue to collect your FA hership dues. As we explained above, your
premium refund draft includes the bership fees we coliected on behalf of FACT. We have
not recovered this amount from FACT. You are still a member. I you wish to remain a
member, you should arrange to send your membership fee directly to FACT. Their toll free

~ number is 1-800-USA-FACT (1-800-872-3228), or you maty write to themat: . -

FACT

Merabership Service Office
P.O. Box 104
Edwardsville, Il 62025

Summary:

Since there is no coverage, for the reasons explained above, no present or future claims will be
paid. ’

If you have additional information you belicve would change our decision, please send it to us.
We will roview the information and reply to you promptly. -

Sincerely,

Claims Review

Euclosure

09085412
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09/05/29 * PHONE CALL RECORDS — DATA REQUEST *
m:mcx?: PLN:FHCA3S NAME:

EFF:0 PD:02/02/07 STATUS:RES ISS/RESyY

TCLMT: DoB: / / EFF: / [/ STA®

RIDERS:

BEN RDRS:PPO025 MDBNMI PPCVRX WALPLN NETAMD STDF10

pX:

PROC:

iP: OP: DOS: NO GUAR: PREM: 4770.81 UR VEND:
PRE X: CONTEST: MED NEC: R & C:

FUND: TPA:* COLA:Y FAM:Y QUAL:N NT ACCT#:

DED: MET: COINS1: TO COINS2: T0
CALLER RELATE: INSURED/APPLCNT/OWNE RSN:EV
PHONE PLAN NAME: AGY:V1

TAKEN BY:20CJC TAKEN DATE TINE:20070829 08:41 CH:153

RETRN BY:44088 RETRN DATE TIME:20070831 13:59 CH:L49

WANTS TO KNOW WHEN HIGH BLOOD COUNT WAS.
WHY WE DROPPED WHOLE FAMILY INSTEAD OF HUSBAND.
VER PHONE

8/30/07 9:27 24887 o QUEST GOES TO ADJ THAT SENT LETTER PER
HCOO TO 44RTM F/RESPONSE TO CALLER ~ THX
8/30/07 ROUTED WRONG AREA-CLAIMS. ROUTE TO THE CORRECT AREA. 004

SORRY — TO 28058 F/RESPONSE TO CALLER PLS / THX
LEFT MESSAGE -8/31/07-1:09

INSURED CALLED BACK IN WANTING TO RNOW WHY THIS WAS REC FOR THE WHOLE
FAMILY..... ADVISED THAT SOME WILL BE CALLING HER BACK..THNX 24776

CALLED HER BACK TOLD HER COVERAGE WAS VOIDED TO MEDICAL HISTORY NOT ON
APP--SHE SAID ELEVATED RED BLOOD COUNT--I TOLD HER THAT WAS ONLY ONE REASON
SHE ASKED ME TO READ ALL OF THEM TO HER -~TOLD HER I COULD NOT DO THAT DUE
TO HIPPA LAWS=-I TOLD HER OUR REASONS WERE DETAILED IN OUR 8/21/07 LETTER
VOIDING THE COVERAGE-—

SHE ASKED ME TO NOT THAT SHE WILL ACCEPT DECISION BUT FEELS LIKE WE SHOULD H
HAVE GIVEN THEM A 30 DAY NOTICE PRIOR TG VOIDING PLAN., TOLD HER I WOULD NOT

E THAT.
206
09085412
UHG25481 Confidential Proprietary Business Information
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Assurant Affordable Health Access

ASSURANT
Health

Your Health Insurance
Reference Guide
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AUTHORIZATION

Authorization might be required

Authorization — advanced review of planned treatment — is required before
inpatient treatment, as well as outpatient surgery and other types of invasive
outpatient treatment, which are listed under Utilization Review in your
insurance contract.

When authorization is required, ask your health care provider to initiate the
process as soon as possible prior to the beginning of treatment.

The contact number
for authorization is e ST
on the back of your R S—
insurance card. 1 N

o by
Pt e s s o« oo
AR TR o e e e Sty
£ ooy ¥ W 8o . o

Emergency surgery or hospital admission should never be delayed for
authorization. However, your health care provider should call the authorization
contact nuumber as soon as possible during/ following such emergency care.

No referrals are needed
to obtain health care
services. Even when you
need to see a specialist,
you may use any

health care provider
you choose.

N——
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May 6, 2005 : f.'
MROTTORADDATZ 0 -~ C : 'safamm.msmm{
. S N
§
Document: ENNGNG.
Certificate: VS

Insured: Otto Kaddatz
Company: Fortis Insutarice Company, NAIC: -
Your File: N/A

Dear Mr. Reddatz:

This Tetfer is in response Yo m inquiry dated ApﬁI“ZS 2005 fited with the Officrof the,
Attorney General for the Sﬁm of Mhirioly: You emcsmhmncem regarding the: -
decisidn of Fortis Thedranee Companty 1 rescmd yoﬁt coVerage tnder'thy sertifionts due
to ﬁ%htenai msrepresenwnon

Wewm: pleased to inform you thiat wer wil] be qvemrmg our ongxml’ decision Yo rescind
youg coverage, As £Tesult, any-(mtst:mdnxg clainyy will be provessed for payment
acs dmg to the tcrms, vontitions, prommns” and limdtations of your certificate,

if you have any addmunnl quéstions, please contast Custormer Opetations at- 1«800~RDD~
1212

Simgerely, ... . ..l -

Individual Medjcs] Undervriting Corréspondent

ce: Office of the Attorney Genetal - State of Titinois

Forts arwos iy / Foits B ubrios Eomowy Fitie Adws Ul fauboct Comoky:

Fottis Hﬂﬂt’h

SU\WQQ‘MMW
PO. aaxsoso
Miiasiole, WU -

5320!43
to |

1 800 800 1212
1
H

Sy A
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OF FICE OF THE ATTORNEY GENERAL

STATE OF ILLINOIS
Lisa Madigan
ATTORNEY GENERAL
. April 26, 2005
C!e!!xecunve Officer
Fortis Health

P.O. Box# 3050
Milwankee, W1 53201-3050

Re: Otto Raddatz
W L
Dear MrEIRL

As Medical Director of the Office of the Illinois Attorney General, I have been
asked to review the case of Mr. Otto Raddatz, Mr. Raddatz, who had been covered by
State Farm for a number of years, completed an insurance application for. Fortis in
Aungust 2003, On the application he indicated he had had nephrolithiasis and smoked, and
he listed his physician from whom records could be obtained. His policy with Fortis
began in August of 2003. In September of 2004, Mr. Raddatz unforhumately was
diagnosed with non-Hodgkin's lymphoma, for which he has been undergoing treatment
and s in his first partial remission. His prognosis is a matter. of months if he does not go,
on to receive consolidation therapy: He has just finished an intense course of
chemotherapy as part of that consolidation therapy that must be followed by an

~ autologous hematopoetic cell transplantation (AHCT) within the next couple of weeks.
The stem cell transplantation is necessary — indeed, life saving - as his bone marrow has
intentionally been destroyed by the very aggressive chemotherapy given to treat his
lymphoma. Mr. Raddstz will soon be completely pancytopenic if he does not receive a
stem cell transplantation and receiving the autografl is his best chance of long term
survival,

In the midst of this treatment, Mr. Raddatz received a call and a letter dated April
15, 2005 from Fortis stating his insurance is going to be rescinded as of August 2004 i.e.
just prior to his diagnosis-of Lymphoma. The reversal of Mr. Raddatz’s insurance is
being based on the fact that he did not include in his application of August 2003, the
presence of two conditions that were incidentally found on a CT scan done in February of
2000 because of kidney stones: asymptomatic gallstones and a 3.5 cm abdominal aortic -

500 South Second Sweer, Springfield, [llinols 62706 » (217) 7821090 « TTY: (217) 785.277% » Fax: (‘.17) 7827046
* 100 West Randolph Steeer, Chicago, Illinols 60601 « {312) B14-3000 » "T'TV: (312) B14-3374 * Fax: (312) 814-3806
1001 East Main, Carbondale, [itinois 62901 » (618) 529-6800 » TTY: {618) 529-6403 » Fax: {618) 529-6416 Y
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aneurysm. Neither of these conditions require treatment, To a lay person, neither of these
asymptomatic conditions may rise to a level of awareness when filling out, or
completing, an insurance application with very general questions. Mr. Raddatz should not
be expected to view these two issues as significant, nor should he be expected to even
remember their presence. He is asymptomatic from these and he has never had treatment
for them.-Basing retroactive denial of coverage based on this type of information is
stretching the interpretation of insurance code beyond its intended boundary,

I find the behavior on the part of Fortis Health to be extremely troubling if not
unethical. Clearly, there is no justification for rescinding this gentleman’s insurance
beyond avoiding the cost of his future treatment. The findings for which Fortis is
rescinding/terminating Mr. Raddatz’s coverage have absolutely nothing to do with his
compelling diagnosis. To do rescind/terminate his policy at this point is not only
devastating but probably fatal for Mr, Raddatz. In effect, by rescinding/terminating his
coverage you are telling a dying patient that be cannot have the only treatment that can
potentially save his life. Indeed, now that he is without insurance, the treating hospital
will not proceed with the transplant unless Mr. Raddatz pdys upfront.

Unfortunately, this is not the only complaint of this nature we have received,
There seems to be a very-distinct pattern in which Fortis rescinds insurance policies once
claims have been made. The reasons for terminating insurance, such as Mr. Raddatz’s,
are not reasonably related to the diagnosis for which the claims are made. Often the
conditions do not impact the consurner’s health, nor might be expected to be thought of
as significant by the consumer. Many conditions could have been dealt with by use of
riders or exclusions. In the case of Mr. Raddatz there is life-threatening urgency. Itis
our hope that you will reinstate Mr. Raddatz’s coverage and allow him to receive this
life-saving treatment. '

‘We expect a reversal of this most disturbing decision and need to hear ASAP as
Mr. Raddatz needs to have this treatment within the next two to three weeks.

Dr. Babs H. Waldman, M.D.
Medical Director
Health Care Bureau
Office of the Hlinois Attorney General
100 W. Randolph Street, 12" Floor
) Chicago, IL 60601

incere]

abs Waldman, M.D.
Medical Director Health Care Bureau
Fax SN
Ce. Otto Raddatz
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or distribulion is prohibited. }f you are not the intended recipient, please contact the sendes via E-mail and
destray afl copies of the original message.

wm&y,lmmzz, 2007 3:37 PM
o
Subject; research and fost response needed!
Tmportance; High
f Hus! receivad a caft from ical Oncology Head and Neck. She wantad to give me a heads.up

on wsmdmoon mxmmcmm 007, Per because ha no longer
has i WEEk have ¢ dus to his lark

d;mm_nﬂnm&olmrmm hnuw!mamdmmmm
SN phrysician who counseled Him reganding Ns COPD. lefior have } saon. g

Hawe theso inttors been received by Appeals? H

ol i
foux

01/23/2007

) . WLPEO10348
THESE DOCUMENTS MAY CONTAIN CONFIDENTIAL HEALTH CARE INFORMATION PROTECTED BY FEDERAL LAW UNDER
HIPAA, DO NOT DISSEMINATE

O
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