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BETWEEN YOU AND YOUR DOCTOR: THE PRI-
VATE HEALTH INSURANCE BUREAUCRACY—
DAY 2

THURSDAY, SEPTEMBER 17, 2009

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON DOMESTIC POLICY,
COMMITTEE ON OVERSIGHT AND GOVERNMENT REFORM,
Washington, DC.

The subcommittee met, pursuant to notice, at 2:25 p.m., in room
2154, Rayburn House Office Building, Hon. Dennis J. Kucinich
(chairman of the subcommittee) presiding.

Present: Representatives Kucinich, Cummings, Tierney, Ken-
nedy, Foster, Towns (ex officio), Jordan, and Schock.

Also present: Representative Conyers.

Staff present: Jaron R. Bourke, staff director; Yonathan Zamir,
counsel; Jean Gosa, clerk; Charisma Williams, staff assistant; Ron
Stroman, chief of staff, full committee; Carla Hultberg, chief clerk,
full committee; Leneal Scott, IT specialist, full committee; Adam
Hodge, deputy press secretary, full committee; Rob Borden, minor-
ity general counsel; Dan Blankenburg, minority director of out-
reach and senior advisor; Adam Fromm, minority chief clerk and
Member liaison; Ashley Callen, minority counsel; and Molly Boyl,
minority professional staff member.

Mr. KuciNicH. The Domestic Policy Subcommittee of the Over-
sight and Government Reform Committee will now come to order.

Today is the second of this subcommittee’s 2-day hearings exam-
ining how the bureaucracy of the private health insurance industry
influences the relationship between physicians and their patients.

Yesterday, the subcommittee heard the testimony from individ-
uals, doctors, whistleblowers, and policy analysts, all of whom re-
lated their experiences with, and opinions about, the private health
insurance bureaucracy and its impact on health care in America.

Today, the subcommittee will hear testimony from top executives
of the six largest health insurance companies in the United States,
and I want to welcome the witnesses and thank them for their
presence here, and we look forward to hearing from you.

Now, without objection, the Chair and ranking minority member
will have 5 minutes to make opening statements, followed by open-
ing statements not to exceed 3 minutes by any other Member who
seeks recognition.

Without objection, Members and witnesses may have 5 legisla-
tive days to submit a written statement or extraneous materials for
the record.
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I want to add that the House has adjourned for the weekend, and
while generally that means that there would be very few Members
here, there are a number of Members who have expressed an inter-
est, and you may see them come in throughout the course of the
hearing. But good afternoon and thank you very much for your
presence before this subcommittee.

Yesterday, we received testimony from the daughter of a man
whose bone marrow transplant was delayed an agonizing 126 days
while authorization from his insurer was denied and sustained on
appeal. She asks, “Would there have been a different end to my
dad’s story if he had been given approval of the first transplant re-
quest in April 2006? Would he be alive today? We don’t know.
What we do know is that his chance for survival most assuredly
did not increase because”—and she is talking about the insurer—
“built the bureaucratic roadblocks that changed the course of my
father’s treatment and made him wait for his potentially life-saving
bone marrow transplant.”

We also heard from the father of a 2-year-old who was born with
a severe cognitive disorder. He has had to struggle to get the cov-
erage his premiums pay for. Recounting the toll on his family that
the repeated delays and denials of care for his daughter caused by
his health insurer, here is what he told us. He said, “The stress of
constantly of having to hold the HMO and their agents to their
agreed-upon obligations has relegated me to the role of my daugh-
ter’s care manager and all too often robbed me of my role as Sid-
ney’s loving daddy.”

The experiences of these individuals are the tip of an iceberg.
Court and State regulatory records are replete with recent findings
of wrongful denial and delay of health care by private health insur-
ance bureaucrats. Hundreds of thousands of people have been
wrongly denied health care coverage, hassled with unnecessary
documentation requests, underpaid claims, ripped off by fixed data
bases that underpaid claims. The actions of insurance company bu-
reaucrats in causing needless delays and denials of coverage for
prescribed treatment can be as detrimental as the disease itself.

Now, this was the conclusion of the Ohio Supreme Court when
it upheld the largest jury award in Ohio’s history against Anthem
for denying life-saving treatment to Esther Dardinger. Here is
what the Court said in that decision.

“Then came the bureaucracy. Anthem had worn”—talking about
the Dardingers—“Anthem had worn the Dardingers down as surely
as the cancer had. Like the cancer, Anthem relentlessly followed its
own course, uncaring, oblivious to what it destroyed, seeking only
to have its own way.”

That is from the court decision.

Now, regulatory actions and jury awards do not, however, tell the
whole story, since these measures consist only of instances in
which insurers were caught and punished for a violation. There is
no record of the silent suffering that our constituents endure with-
out filing a complaint or a lawsuit.

Recently, however, the research arm of the California Nurses As-
sociation published results of its analysis of claims payment data
maintained by the California Department of Managed Health Care.
They found that claim denials by health insurers operating in Cali-
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fornia averaged 21 percent in the period 2002 to June 2009. Unfor-
tunately, we learned yesterday from another witness that there is
no comprehensive national data source on all health care coverage
that has been denied, substituted, or delayed.

In this absence of transparency, health insurance companies pro-
mote the public image that they encourage healthy living. All of
the insurance companies here today wanted to be represented by
their top doctors, known as chief medical officers. Had we allowed
that, their preferred representatives would have been consistent
with the public image that the companies like to project, but it
would have denied the subcommittee the ability to probe how
health insures really work. What is your business model?

Whether a health insurer follows a doctor’s order or interferes
with it by denying a pre-authorization is in large part a business
decision. It is not a medical one. Financial analysts of the health
insurance industry carefully chart the medical loss ratio, which you
are all familiar with, the MLR, the amount of each dollar received
in premiums that health insurers spend on medical expenses. In-
vestors consider MLR to be a key indicator of an insurer’s ability
to control its spending on health care and thereby is a predictor of
profitability.

Insurance company executives pay attention first to the concerns
of Wall Street. We understand that. According to a former execu-
tive of one of the Nation’s largest for-profit insurers, quote, inves-
tors want that MLR to keep shrinking. And if they see that an in-
surance company has not done what they think meets their expec-
tations with the medical loss ratio, they’ll punish them. I've seen
a company stock price fall 20 percent in a single day, when it did
not meet Wall Street’s expectations with this medical loss ratio.

That’s a quote.

Private health insurers have developed a sophisticated bureauc-
racy to find reasons to avoid paying for expensive treatment. They
are developing new products, with high deductibles and copay-
ments, so they don’t have to pay the health care bills. Private
health insurers refuse to abandon the practice of rescissions, in
which they revoke a policy after receiving premium payments once
large claims are filed. Over 60 percent of people who entered bank-
ruptcy due to medical costs that caused them to become insolvent
had private insurance at the start of the illness.

Finally, private health insurers are insuring fewer people and
earning higher profits by avoiding providing coverage to people who
get very sick and have very high medical bills. That is what Wall
Street wants to see; and today, thankfully, we have before us sen-
ior executives from the six largest private insurers in the Nation
who are here to explain to this committee and to Congress how you
can reconcile the demands of Wall Street—which are quite signifi-
cant and severe sometimes—the demands of Wall Street with the
health care needs of your policyholders. That is what we are going
to be exploring today.

So, with that, I am going to recognize the distinguished ranking
member of the subcommittee, Mr. Jordan of Ohio.

[The prepared statement of Hon. Dennis J. Kucinich follows:]
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Opening Statement of
Dennis J. Kucinich, Chairman
Domestic Policy Subcommittee
Oversight and Government Reform Committee

Hearing entitled: “Between You and Your Doctor: the Private Health Insurance
Bureaucracy” Part I1

September 17, 2009

Yesterday, this Subcommittee received testimony from the daughter of a man whose
bone marrow transplant was delayed by 126 agonizing days, while authorizations from
his insurer were denied and sustained on appeal. She asks: “Would there have been a
different end to my dad’s story if he had been given approval of the first transplant
request in April 20067 Would he be alive today? We don’t know. What we do know is
that his chance for survival most assuredly did not increase because. ..[his insurer] built
the bureancratic roadblocks that changed the course of my father’s treatment and made
him wait for his potentially life-saving bone marrow transplant.”

We heard from the father of a two year old who was born with a severe cognitive
disorder. He has had to struggle to get the coverage his premiums pay for. Recounting
the toll on his family that the repeated delays and denials of care for his daughter caused
by his health insurer, he stated: “The stress of constantly having to hold the HMO and
their agents to their agreed upon obligations has relegated me to the role of my daughter’s
care manager, and all too often robbed me of my role as Sidney’s loving daddy.”

The experiences of these individuals are the tip of an iceberg. Court and state regulatory
records are replete with recent findings of wrongful denial and delay of health care by
private health insurance bureaucrats. Hundreds of thousands of people have been
wrongly denied health care coverage, hassled with unnecessary documentation requests,
underpaid claims, ripped-off by fixed databases that underpaid claims. The actions of
insurance company buresucrats in causing needless delays and denials of coverage for
prescribed treatment can be as detrimental as disease itself. Such was the conclusion of
the Ohio Supreme Court, when it upheld the largest jury award in Ohio’s history against
Anthem for denying life-saving treatment to Esther Dardinger; “fT7hen came the
bureaucracy...Anthem had worn {the Dardingers] down as surely as the cancer had.
Like the cancer, Anthem relentlessly followed its own course, uncaring, oblivious to what
it destroyed, seeking only to have its way.”

Regulatory actions and jury awards do not, however, tell the whole story, since these
measures consist only of instances in which insurers were caught and punished for a
violation. There is no record of the silent suffering that our constituents have endured



5

without filing a complaint or lawsuit. Recently, however, the research arm of the
California Nurses Association published results of its analysis of claims payment data
maintained by the California Department of Managed Health Care. They found that
claims denials by health insurers operating in California averaged 21% in the period 2002
to June 2009. Unfortunately, we learned yesterday from another witness that there is no
comprehensive national data source on all the health care coverage that has been denied,
substituted, or delayed.

In this absence of transparency, health insurance companies promote the public image
that they encourage healthy living. All of the insurance companies here today wanted to
be represented by their top doctors, known as Chief Medical Officers. Had we allowed
that, their preferred representative would have been consistent with the public image the
companies like to project, but it would have denied the Subcommittee the ability to probe
how health insurers really work.

Whether a health insurer follows a doctor’s order, or interferes with it by denying a pre-
authorization, is in large part a business decision, not a medical one. Financial analysts of
the health insurance industry carefully chart the Medical Loss Ratio (“MLR”), the
amount of each dollar received in premiums that health insurers spend on medical
expenses. Investors consider MLR to be a key indicator of an insurer’s ability to control
its spending on health care, and thereby is a predictor of profitability. Insurance company
executives pay altention first to the concerns of Wall Street. According to a former
executive of one of the nation’s largest for-profit insurers, “investors want that [MLR] to
keep shrinking. And if they see that an insurance company has not done what they think
meets their expectations with the medical loss ratio, they'll punish them. I've seen a
company stock price fall 20 percent in a smgle day, when it did not meef Wall Street's
expectations with this medical loss ratio.”

Private health insurers have developed a sophisticated bureaucracy to find reasons to
avoid paying for expensive treatment. They are developing new products, with high
deductibles and co-payments, so they don’t have to pay the health care bills. Private
health insurers refuse to abandon the practice of rescissions, in which they revoke a
policy after receiving premium payments, once large claims are filed. Over 60 percent of
people who entered bankruptey due to medical costs that caused them to become
insolvent had private health insurance at the start of the illness.

Private health insurers are insuring fewer people and earning higher profits, by avoiding
providing coverage to people who get very sick and who have very high medical bills.
That’s what Wall Street wants to see, and today, we have before us senior executives
from the 6 largest private insurers in the nation, who are here to explain to us how they
reconcile the demands of Wall Street with the health care needs of their policyholders.
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Mr. JORDAN. Thank you, Mr. Chairman, for holding this hearing.
I want to thank our witnesses for being here today.

Yesterday, we heard some heart-breaking stories of families deal-
ing with severe illnesses and the mounds of paperwork they were
forced to wade through when trying to get treatment. Bureaucracy,
whether in government or private industry, should not be the final
arbiter of health care decisions. In my opinion, those decisions
should be between doctors, patients, and their families.

My constituents come into our office and say that their child got
sick and their insurance got canceled. Practices like this are inex-
cusable. People purchase health insurance to guard against the day
their child or spouse becomes gravely ill. It is precisely these in-
stances when people most need coverage. Individuals who have
acted in good faith, paid their premiums, and upheld their contrac-
tual responsibilities should, in fact, be covered and get coverage.

Last year, in the full committee, we held a hearing on improper
health insurance rescissions. This was a problem in California and
Connecticut. Rescissions should only occur when there is a material
misrepresentation of fact or other breach of contract. It must be
noted that any rescission, even when proper, leaves individuals un-
insured. All stakeholders, regulators, insurers, and consumers
should obviously try to prevent these occurrences.

So what can we do to make sure that all Americans have access
to coverage? My friends on the other side believe that more and
bigger government is the answer. I think most Americans instinc-
tively realize that trading some challenges with private insurance
for the bureaucracy of the Federal Government is certainly not the
solution. Instead, we should keep what works best in the current
system and try to reform what is not working.

The plan I support has four principles that I think need to be a
part of any health care reform proposal: First, all Americans must
have access; second, that coverage should be truly owned by the pa-
tient; third, we must improve the health care delivery structure;
and, finally, any reform must attempt to rein in out-of-control
costs.

As we address these challenges in our health care system, it is
important that everyone has a seat at the table. I am glad that our
witnesses can be here today, and I look forward to hearing their
testimony.

Thank you, Mr. Chairman. I yield back.

[The prepared statement of Hon. Jim Jordan follows:]
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Opening Statement of Ranking Member Jim Jordan
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Hearing:
“Between You and Your Doctor: the Private Health Insurance Bureaucracy”

Thursday, September 17, 2009

Mr. Chairman, thank you for holding this hearing today.
I would like to thank the witnesses for participating.

Yesterday, we heard some heart-breaking stories of families dealing with severe illnesses
and the mounds of paperwork they were forced to wade through when trying to get
treatment. Bureaucracy, whether in government or private industry, should not be the
final arbiter of health care decisions. In my opinion, these decisions should be between
doctors, patients, and their families.

I have had constituents come into my office and say that their child got sick and their
insurance got cancelled. Practices like this are inexcusable. People purchase health
insurance to guard against the day their child or spouse becomes gravely ill. Itis
precisely these instances when people most need the coverage. Individuals who have
acted in good faith, paid their premiums, and upheld their contractual responsibilities
should be covered.

These cancellations, as you know, are referred to as rescissions. Last year, in the full
Committee we held a hearing on improper health insurance rescissions. This was a real
problem in California and Connecticut. Rescissions should only occur when therc is a
material misrepresentation of fact or other breach of contract. It must be noted that any
rescission, even when proper, leaves individuals uninsured. Al stakeholders, regulators,
insurers, and consumers should strive to prevent these occurrences.



8

So, what can we do to make sure that all Americans have access to coverage? My friends
on the other side believe that more and bigger government is the answer. I think that
most Americans, like me, instinctively realize that trading some challenges with
insurance companies for the bureaucracy of the federal government is not the solution.
Instead, we should keep what works best in the current system and reform what is
broken.

The plan [ support has four principles that I think need to be part of any health care
reform proposal. First, all Americans must have access to health care coverage. Second,
that coverage should be truly owned by the patient. Third, we must improve the health
care delivery structure. Finally, any reform must rein in out-of-control costs.

As we address the challenges in our health care system, it is important that everyone has
a seat at the table. I am glad that our witnesses can be here today and I look forward to
hearing your testimony.

~
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Mr. KuciINICH. I want to thank my colleague from Ohio. We have
a bipartisan effort here on these committee hearings; and I have
always appreciated his perspective and also the fact that you some-
times offer a contrary point of view, which is needed to get to the
truth. So thank you.

We have the privilege of having the chairman of the full commit-
tee here, and I am sure all Members would agree that it is our re-
sponsibility when the chairman of the full committee shows up to
provide the chairman of the full committee with an opportunity to
be recognized. So at this time I want to thank Mr. Towns for the
support that he has given this subcommittee in our effort to get to
the bottom of some of these serious health care issues and thank
you for your support on the whole range of concerns that the Amer-
ican people have.

The Chair recognizes the chairman of the full committee, Mr.
Towns of New York.

Mr. TownNs. Thank you very much. I would like to thank you,
Chairman Kucinich and Ranking Member Jordan, for holding this
important hearing on unfair practices engaged in by private health
insurance carriers.

And let me begin by saying I agree with President Obama’s
statement last week to the joint session that private, for-profit
health insurance companies perform valuable services to their sub-
scribers and our Nation. However, President Obama rightly called
for health care reform legislation that, No. 1, ends discrimination
against people with pre-existing conditions; limits discrimination
because of age and gender, so that seniors and women will pay the
same coverage as others; prevents insurance companies from drop-
ping coverage when people are sick and need it most; caps out-of-
pocket expenses so people do not become broke when they become
sick; and eliminates additional charges for preventative care such
as mammograms.

In many States, insurance companies can simply cancel a per-
son’s insurance if any existing medical condition is not listed on the
application, and this can happen whether the person is even aware
of the condition or not. We hear repeated reports that insurance
companies limit benefits, simply drop or deny coverage for high-
risk patients whose claims eat into the carrier’s profits, and purge
small businesses with high claims. Carriers are doing this at the
same time that their executives are receiving millions and millions
of dollars compensation packages.

Businesses cannot provide their employees with coverage due to
their own eagerness to make a profit. On the other hand, patients
are afraid to disclose health conditions and might even be forced
to lie in order to receive medical treatment. Some patients suffer
greatly as their health declines without necessary medical treat-
ment. These insurance carriers’ practices are unacceptable and
must be reformed.

I believe insurance carriers must be held accountable. If a com-
pany sells insurance, it must provide insurance coverage. When
claims are made in that regard, it is essential that Congress enact
health care legislation that includes provisions designed to ensure
accountability and strong enforcement.
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Mr. Chairman, I applaud you and Mr. Jordan for the work that
you are doing and the members of the committee, but I want you
to know that we have a lot of work to do because as we look and
we see in terms of what people are going through, that we must
reform it and we must reform it in a positive way.

On that note, I yield back the balance of my time.

Mr. KucinicH. I thank Chairman Towns.

The Chair recognizes Mr. Foster, who was here even before any-
body else.

Mr. FOSTER. I yield back.

Mr. KucinicH. OK. We will go to Mr. Cummings then.

Mr. CuMMINGS. Thank you very much, Mr. Chairman. And, Mr.
Chairman, thank you again for holding this hearing; and I want to
thank our panelists for being here this afternoon.

Yesterday, we heard chilling testimony, shocking to the con-
science—and, to be frank with you, after hearing that testimony,
it was very difficult for me to sleep—about what insurance compa-
nies do to regular, everyday people like the people that I represent.

We heard from a Mr. Potter, Wendell Potter, and let me just give
you some of the words that he said.

He said, “For weeks now we’ve been hearing industry executives
saying the same things and making the same assurances; and I am
sure you will hear the same refrain tomorrow. This time, though,
the industry is bigger, richer, and stronger; and it has a much
tighter grip on our health care system than ever before.”

“In the 15 years since the insurance companies killed the Clinton
plan, the industry has consolidated to the point that it is now
dominated by a cartel of large, for-profit insurers. The average fam-
ily doesn’t even understand how Wall Street dictates determine
whether they will be offered coverage and whether they can keep
it and how much they will be charged for it. But in fact Wall Street
plays a powerful role. The top priority of for-profit companies is to
drive up the value of their stock. Stocks fluctuate based on compa-
nies’ quarterly reports, which are discussed every 3 months in con-
ference calls with investors and analysts.”

“On these calls, Wall Street investors and analysts look for two
key figures: earnings per share and the medical loss ratio, or medi-
cal benefit ratio as some companies now call it. That is a ratio be-
tween what the company actually pays out in claims and what is
left over to cover sales, marketing, underwriting, and other admin-
istrative expenses and, of course, profits.”

And I will end it there.

Basically, what they were telling us is that too many people are
paying loyally, year after year after year, but when they want the
insurance company to pay, the insurance companies quite often
slap them in the face and say, no, we are going to give you a rescis-
sion. We are going to find a pre-existing condition so we can save
money.

But one of the things that was most chilling was the testimony
that came when they told us that, quite often, these panels in the
insurance companies get together and they wait out people while
they are sick. They wait out while they are trying to get a decision;
and, quite often, they wait so they can die. That is what we heard
in here yesterday.
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And I said to them at that time that if that is the case then that
is fraud, and it is criminal, and we as a country can do better than
that.

So I look forward to the testimony, Mr. Chairman; and, with
that, I yield back.

Mr. KuciNicH. I thank the gentleman.

The Chair recognizes Mr. Tierney of Massachusetts.

Mr. TIERNEY. Thank you, Mr. Chairman.

I don’t intend to take my full 5 minutes except to note that you
have all heard a little bit about the testimony we have been hear-
ing from individuals, and I hope you take a moment rather than
to read any pro forma statements that you may have made to ad-
dress the particular issues like the medical loss ratio.

Can you explain how it is as medical costs rise faster than infla-
tion companies still manage to keep the same ratio—medical loss
ratio? Meaning they are putting less money into actual medical
care and more money into profits, into salaries for executives, and
into underwriting?

And when it gets to underwriting, I think we would like to hear
a little bit about why it is that other executives from firms like
yours came before Congress and said that they would not do away
with such practices like rescission, where somebody is ill and get-
ting treatment only to find out the company then reaches back and
tells them they are disqualified for some reason or why it is that
you won’t stop the practice of pre-existing conditions unless you are
regulated to do it or why it is you continue to put caps on coverage.

It is all those reasons and things that lead this Congress to think
that the only protection we can have for consumers is to put up a
viable competitor against your companies to make them behave,
make them come back and do more for consumers and less for their
own self-interests and Wall Street’s self-interest.

I see and we heard testimony yesterday about all sorts of new
plans that you have coming out, voluntary benefits, limited medical
benefits. And the voluntary usually means that employees are
going to pay 100 percent of the premiums and that really the em-
ployers pay nothing, while limited benefit plans mean that they are
providing limited coverage, maybe prescription drugs or maybe
some lab work and X-rays, maybe through doctors’ visits, but es-
sentially the premiums are again paid entirely for by the employ-
ees. Those monthly premiums are usually 30 to 50 percent less
than major medical plans, and the employees get left holding the
bag because they are not really covered at the end.

I know some of your companies are sponsoring a medical con-
ference in Los Angeles next month promoting those types of plans.
I want you to address for us how you think that is that will help
small businesses. You say that they are doing it because you can’t
afford it, when in fact you are the ones who set the rates. You de-
termine how high you are going to raise the premiums on other
policies, driving them into policies like this for the small business
employees.

My small businesses aren’t impressed with it, and they don’t
want to go in that direction. They want their employees to have
good, solid coverage.
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So I hope you answer all of those questions, and I look forward
to your testimony and maybe discussion afterwards of I think the
sorry direction that we are going in the private health care indus-
try, and maybe you can convince us why it is not essential that we
do something in terms of regulation and competition to put a stop
to those practices which really haven’t shown or reflected well on
your industry.

I yield back. Thank you, Mr. Chairman.

Mr. KuciNicH. If there are no further opening statements, we
Wiél proceed to receive testimony from the witnesses before us
today.

I want to start by introducing our first panel:

Mr. Richard Collins, welcome, Mr. Collins.

Mr. Collins is the senior vice president of Underwriting, Pricing,
and Healthcare Economics at UnitedHealthcare Group. He also
serves as CEO of Golden Rule Insurance Co. and president of
UnitedHealthOne, UnitedHealthcare’s individual line of business.
He has served in this capacity since July 2005. Mr. Collins also
manages the individual business of American Medical Security Life
Insurance Co. and PacifiCare.

Next, Mr. Brian Sassi, welcome. Thank you for being here.

Mr. Sassi is president and CEO of the Consumer Business unit
for WellPoint, Inc. Mr. Sassi is responsible for the company’s sen-
iors, State-sponsored, and individual under 65 businesses. Pre-
viously, Mr. Sassi was president of Blue Cross of California and
chief executive officer of its life and health affiliate. He also served
as vice president of Operations and Strategic Initiatives for Blue
Cross of California and general manager of Small Group Accounts
for the west region for WellPoint, Inc., the parent company of Blue
Cross of California. Thank you.

Ms. Patricia A. Farrell. Welcome, Ms. Farrell.

Ms. Farrell is senior vice president of National and International
Business Solutions for Aetna, Inc., leading divisions which provide
health insurance for the Federal Government, TRICARE and State
Medicaid programs and other businesses in the United States and
abroad. Previously, she was the senior vice president of Aetna Spe-
cialty Products and Medicaid. This included Aetna dental, life, dis-
ability, long-term care, and voluntary products, and Aetna’s Medic-
aid and children health insurance program business. Ms. Farrell
has also served as senior vice president for Strategic Planning.

Mr. James H. Bloem—is that correct? The pronunciation?

Mr. BLoEM. Bloem.

Mr. KUucCINICH. Mr. James H. Bloem.

Mr. Bloem is senior vice president, chief financial officer and
treasurer for Humana, Inc. He has primary responsibility to super-
vise all accounting, actuarial, analytical, financial, tax, risk man-
agement, treasury, and investor relations activities for that com-
pany. Thank you for being here.

Mr. Thomas Richards. Appreciate your attendance here, Mr.
Richards.

Mr. Richards is senior vice president for Product Management
and New Product Development for CIGNA Healthcare and
CIGNA'’s Choice Link subsidiary, which provides customer benefits
and online enrollment. Previously, Mr. Richards ran CIGNA’s stop
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loss business, which provides reinsurance to middle market and na-
tional segment customers. During his career, Mr. Richards has held
a variety of product positions in CIGNA Healthcare, including in
CIGNA Healthcare’s marketing department, where he helped de-
sign and bring to market preferred provider organization products
and networks.

And, finally, Ms. Colleen Reitan.

Ms. REITAN. Reitan.

Mr. KUcCINICH. Reitan. Ms. Reitan is executive vice president and
chief operating officer of Health Care Service Corp., where she is
responsible for its internal operations, as well as numerous divi-
sions of the company, including subscriber services, government
services, enterprise information, strategy and management finan-
cial services, among others. Previously, Ms. Reitan was president
and chief operating office of Blue Cross Blue Shield of Minnesota,
20 years of experience in the health insurance field. She was also
the co-creator of the Minnesota Health Information Exchange, a
national model for sharing electronic health information.

I want to thank you, Ms. Reitan, for appearing, and I want to
a thank all the witnesses for appearing before our subcommittee
today.

I have to say, in just these first few minutes, in looking out at
you and looking at your accomplishments in the insurance indus-
try, this hearing is not and any of the questions that are asked,
this isn’t about anything personal. We respect who you are. But the
institutions that you represent are here to be questioned today and
challenged today, and we are going to need your cooperation in un-
derstanding your business model.

With that, I will proceed to the swearing in. It is the policy of
the Committee on Oversight and Government Reform to swear in
all witnesses before they testify. I would ask that you please rise,
each of the witnesses, and raise your right hands.

[Witnesses sworn.]

Mr. KuciNicH. Let the record reflect that each of the witnesses
stood, raised their right hand and answered in the affirmative.

You may be seated.

Mr. CUMMINGS. Mr. Chairman.

Mr. KucINICcH. Yes, Mr. Cummings.

Mr. CUMMINGS. Mr. Chairman, just a point of information. Mr.
Chairman, you just swore in the witnesses. Should a witness fail
to be truthful with this committee, is there a penalty connected
with that?

Mr. KuciNIicH. Staff attorneys have just handed this to me. This
is pretty pro forma for any congressional hearing where witnesses
testify and swear under oath. There are two sections covered.

One is 18 U.S.C., section 1001, which relates to knowingly and
willfully falsifying any statement. There are provisions in this for
penalties that include fine and imprisonment.

There is another section that I was given, 2 U.S.C., section 194,
that relates to congressional and committee procedure. If anyone
fails to answer any pertinent question, we would have to, according
to this, certify through the House of Representatives the facts as
we see them to the U.S. attorney’s office.



14

So, you know, it is a standard operating procedure in this com-
mittee, Mr. Cummings, that you know we expect witnesses to tell
the truth, but, if they don’t, there are penalties under law.

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

Mr. KUCINICH. Let’s go to opening statements.

Mr. Collins, you may begin with your opening statement. Thank
you. And make sure that mic is close so we can hear what you have
to say.

STATEMENTS OF RICHARD A. COLLINS, SENIOR VICE PRESI-
DENT OF UNDERWRITING, PRICING, AND HEALTHCARE ECO-
NOMICS, UNITEDHEALTHCARE GROUP, CEO, GOLDEN RULE
INSURANCE CO., PRESIDENT, UNITEDHEALTHONE; BRIAN A.
SASSI, PRESIDENT AND CEO, CONSUMER BUSINESS,
WELLPOINT, INC.; PATRICIA FARRELL, SENIOR VICE PRESI-
DENT, NATIONAL AND INTERNATIONAL BUSINESS SOLU-
TIONS, AETNA, INC.; JAMES H. BLOEM, SENIOR VICE PRESI-
DENT, CHIEF FINANCIAL OFFICER, AND TREASURER,
HUMANA, INC.; THOMAS RICHARDS, SENIOR VICE PRESI-
DENT OF PRODUCT, CIGNA HEALTHCARE; AND COLLEEN
REITAN, EXECUTIVE VICE PRESIDENT AND CHIEF OPERAT-
ING OFFICER, HEALTH CARE SERVICE CORP.

STATEMENT OF RICHARD A. COLLINS

Mr. CoLLINS. Thank you.

Chairman Kucinich, Ranking Member Jordan and members of
the subcommittee, my name is Richard Collins. I'm the head of un-
derwriting, pricing, and health care economics for
UnitedHealthcare. I am also the CEO of Golden Rule Insurance
Co., a UnitedHealth Group company that provides individual
health insurance to individuals and their families.

Today, I will start with some relevant facts about UnitedHealth
Group, our industry, and try to demonstrate how we are improving
the quality of health care while reducing costs and streamlining ad-
ministration.

First, UnitedHealth Group provides high-quality health services
and products for more than 70 million people in partnership with
5,000 doctors—>5,000 hospitals and 600,000 doctors across all 50
States.

Second, we employ 75,000 committed and dedicated men and
women. These people work hard to improve the health care and
well-being of our health plan members.

Third, we have prudently managed our finances during these
challenging economic times and can back the promises that we
make to our stakeholders.

Fourth, our industry is already one of the most highly regulated
in the United States. UnitedHealth Group has long advocated for
comprehensive, bipartisan health care reform. We have proposed
constructive changes that would ensure rates do not vary because
of health status and gender and will guarantee coverage regardless
of pre-existing conditions for those that maintain continuous cov-
erage. These reforms would also require that individuals obtain
and maintain health insurance coverage so that everyone partici-
pates in both the benefits and the costs of the system.
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Discussions of administration processes and health begin with
benefits of a strong provider network. Our members receive great
value from our extensive network, which includes more than 85
percent of the physicians and hospitals in the United States.

We perform periodic credential reviews to make sure that net-
work physicians and hospitals continue to meet standards of qual-
ity. Our members receive negotiated savings and discounts when
they are cared for by one of our contracted providers. A key ele-
ment to the success of this network is health information tech-
nology that we use to increase the speed and accuracy of claim
processing.

We pay more than 250 million claims annually, and more than
95 percent are processed on our primary commercial platforms
within 10 days. In fact, over 80 percent are processed automati-
cally.

Across our entire business, we have identified 100,000 physicians
through our premium designation program that consistently deliver
quality in accordance with evidence-based standards, and they do
so at costs 10 to 20 percent below their peers. These physicians use
data, efficient practice management, and evidence-based medicine
to guide and consistently improve patient care.

This network system extends to doctors and hospitals that are
best at managing complex medical conditions such as organ trans-
plants, cancer, and congenital heart disease. This helps the sickest
patients receive the best possible care, often resulting in better out-
comes and often at prices with savings as much as 60 percent.

Partnerships with physicians and hospitals are critical to stream-
lining administrative processes and providing greater value to our
members. To that end, we have established two national and nu-
merous local physician advisory committees. They provide us with
feedback and help us ensure that we maximize the health care
quality and minimize the administrative burden.

We'’re also introducing innovative and practical tools that allow
doctors and nurses and other health care providers to spend more
time with their patients and less on paperwork. For instance, our
eSync program synchronizes a person’s medical history to help
identify gaps in care that they should be receiving. Electronic medi-
cal records and e-prescribing technology help physicians practice
better medicine through clinical decision support and reduce ad-
ministrative costs through automation and Web-based transactions.

In conclusion, UnitedHealth Group provides critical services and
support at every point in the health care delivery system. We are
privileged to serve our members and take seriously our responsibil-
ities to serve Americans in this socially sensitive area of health
care. Through innovative technology and programs, as well as close
collaboration with the provider community, we are successfully im-
proving quality, reducing costs, and making the administration of
health care more efficient.

Thank you, Mr. Chairman.

Mr. KuciNicH. Thank you, Mr. Collins.

[The prepared statement of Mr. Collins follows:]
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TESTIMONY OF RICHARD A. COLLINS
BEFORE THE DOMESTIC POLICY SUBCOMMITTEE OF THE
OVERSIGHT AND GOVERNMENT REFORM COMMITTEE
UNITED STATES HOUSE OF REPRESENTATIVES
SEPTEMBER 17, 2009

Chairman Kucinich, Ranking Member Jordan and members of the subcommittee, my
name is Richard Collins and I am the head of underwriting, pricing and health care
economics for UnitedHealthcare, a UnitedHealth Group business that provides a full
spectrum of commercial consumer-oriented health benefit plans and services to
individuals, public sector employers and businesses of all sizes. Iam also the CEO of
Golden Rule Insurance Company, a UnitedHealth Group business that provides health

insurance policies to individuals and their families.

In my remarks today, I will reaffirm Unitcdllealﬁ Group's commitment to achieving
comprehensive, bipartisan health reform that carefully balances the needs of all our
stakeholders. In addition, I will describe for you how we are working — in partnership
with physicians and hospitals — to streamline administrative processes, improve

efficiency, reduce costs and enhance care.

Let me open my statement by providing the subcommittee with key facts about
UnitedHealth Group and our industry. This information is important because it

sometimes gets Jost amidst the heated rhetoric of the health care policy debate.

e First, UnitedHealth Group provides high-quality health services and products to
more than 70 million people each year in partnership with 5,000 hospitals and

600,000 doctors and thousands of other care providers across all 50 states.

e Second, we employ approximately 75,000 good, hard-working Americans. These

people care about and work hard to improve the health and well-being of our
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health plan members. So, oo, do the employees of health insurance companies

across America.

o Third, we are a financially stable company that has carefully managed our balance
sheet during challenging economic times. We satisfy solvency, liquidity and

capital requirements imposed by our regulators.

o Fourth, our industry is one of the most highly regulated in the United States.

Our company has long advocated that our country needs comprehensive health reform.
To us, true reform includes modernizing the delivery system, tackling the fundamental
drivers of health care cost growth, strengthening employer-based coverage, and providing
support for low-income families. We are committed to health care reform that builds on

what is working in the current health care system and fixes what is broken.

These fundamental elements of reform should be pursued alongside the constructive
changes to the individual insurance market that we and our industry partners have
proposed. These changes would ensure rates would not vary because of health status or
gender, and would guarantee coverage regardless of preexisting conditions for those who
maintain continuous coverage. They would also require that individuals obtain and
maintain health coverage so that everyone participates in both the benefits and the costs

of the system.

Discussion of administrative processes in health care begins with the benefits of a strong
provider network. UnitedHealth Group has built the Jargest network of physicians,
hospitals and caregivers in the country, providing broad access to cost-effective, quality
health care for our members. We contract with more than 85 percent of the physicians in

the U.S. and more than 85 percent of the hospitals.

Our members receive great value from our extensive network. We perform periodic

credential reviews to make sure our network physicians and hospitals continue to meet
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our standards for quality. Members receive negotiated savings when they are cared for
by one of our contracted providers. Qur members are not balance billed for in-network
services after satisfaction of any co-payment obligations. In summary, we improve
access to care by providing a broad, quality network and substantial savings over typical

billed charges.

A key element to the success of this network is the health information technology we use
to increase the speed and accuracy of claims adjudication. We pay more than 250 million
claims annually. Over 80 percent are processed automatically and more than 95 percent

are processed within 10 days on our primary commercial platform.

Across our entire business, we have identified 100,000 physicians in 132 cities and 21
medical specialties who consistently deliver quality in accordance with industry
evidence-based standards, while doing so at costs 10 to 20 percent below their peers.
This is our Premium designation program. These physicians use data, efficient practice
management, and evidence-based medicine to guide and consistently improve patient
cate — and these physicians see more patient volume as consumers begin to compare
quality and cost. We make it easy for our members to find and access these physicians.
In fact, some of our plans reward members for using Premium designated physicians.
And certain medical practices and physicians who qualify are rewarded with enhanced

fees.

This system extends to facilities in our network for managing complex medical
conditions, such as organ transplants, cancer and congenital heart diseasc. These Centers
of Excellence deliver better treatment outcomes for complex courses of care and at the

same time produce significant savings, sometimes as high as 60 percent.

Partnerships with physicians and hospitals are critical to streamlining administrative
processes and providing greater value to our members. To that end, we have convened a
national Physician Advisory Committee and a Physician Administrative Advisory

Committee comprised of physician and practice manager representatives from across our
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network. The committees provide us with in-depth feedback about our programs and
help ensure that we maximize health care quality and minimize administrative burden on
a physician's practice. In addition, we have established local Physician Advisory

Committees across the country,

We also are introducing innovative and practical tools that allow doctors, nurses and
other health care providers to spend more time with their patients and less on paperwork.
For instance, UnitedHealth’s proprietary technology platform, called eSync, synchronizes
a person’s medical history, medical and pharmacy claims, self-reported data and life-
stage demographics in order to help identify gaps in the care they should be receiving.
With a patient’s permission, the program is shared with physicians to give them a more
comprehensive view of an individual’s health, and therefore more personalized health
care. Other examples include our provision of electronic medical records and -
prescribing technology that help physicians practice better medicine through clinical
decision support, and reduce administrative costs through automation and web-based

transactions.

We also create innovative products, services and technology that provide consumers with
the information, choices and incentives to actively participate in their own care and that
encourage them to comply with routine preventive measures recommended by their
physicians. For example, our Diabctes Health Plan guides people with diabetes to
physicians with documented success in treatment, educates patients on the importance of
routine care, and offers incentives for compliance with preventive care guidelines. The
direct and indirect costs of diabetes in health care and lost productivity are more than

$170 billion annually.

In conclusion, UnitedHealth Group provides critical services and support at every point
of the health care delivery system. Our advanced technology is making administration of
health care simpler, easier and more cost-effective for patients, providers and the entire
health care community. We are working to improve the quality of care as we reduce

health care costs, making health care more affordable for more people. We are focused
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on serving the needs of patients, consumers, physicians and other health care providers,
employers, and government programs — everyone in the health care community we touch

and who touch us.

Thank you.
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Mr. KucINICH. Mr. Sassi, you're recognized for 5 minutes. You
may proceed. Make sure you bring that mic close enough.

STATEMENT OF BRIAN A. SASSI

Mr. Sassi. Thank you, Chairman Kucinich, Ranking Member
Jordan, and members of the subcommittee for allowing me to tes-
tify before you today. I'm Brian Sassi, president and CEO of the
consumer division of WellPoint.

WellPoint provides insurance and health benefits to 35 million
people across the country, representing almost one in nine Ameri-
cans. We recognize we have the ability to help change health care
for the better; and with this ability comes a responsibility to our
members and to all Americans to advance health care quality, safe-
ty, and affordability.

I look forward to discussing how WellPoint helps create health
care value for our customers. At WellPoint, we develop evidence-
based medical policy based on the latest clinical research. Our
nurses and other health care professionals support our members to
ensure that care is safe, necessary, and timely. And looking to the
future, we continue to explore new ways to reward value over vol-
ume and stress safety, efficiency, and patient satisfaction.

One of the areas under discussion in the current health care re-
form debate is health plan administrative costs. Last year,
PricewaterhouseCoopers conducted an analysis of how the typical
health insurance premium dollar is spent. My written testimony in-
cludes a chart that shows that 87 cents of every premium dollar
is paid out to cover the cost of health care claims. Of the remaining
13 cents, 6 cents goes toward taxes, other government payments,
claims processing, and other administrative costs. Four cents go to
consumer services such as care coordination, disease prevention,
chronic care management, provider support, and marketing. And
only three cents of premium dollars remains for profit or surplus.

I understand the subcommittee is interested in knowing how we
determine medical policy and how our medical policy relates to how
we process our members’ health care claims. Our medical policies
reflect input from premier academic institutions and experts within
the medical profession, as well as considering the standards of care
within our local communities. These medical policies are available
online to all providers and to the public at large.

Last year, WellPoint received 380 million claims; and we proc-
essed 97 percent of those in 30 days.

The subcommittee’s letter asked for some information on deferral
of claims. I should note that we do not defer claims. What happens
sometime is that claims are pending as we await additional infor-
mation or conduct additional reviews. Some common reasons for
pending claims are that premiums have not been paid; the claim
is incomplete, such as missing diagnosis codes; or when members
have health coverage—other health coverage that may be primary.

The subcommittee’s letter also asked about administrative costs.
Our administrative costs include a variety of initiatives designed to
promote the health and well-being of our members. For instance,
WellPoint employs thousands of health professionals, including
nurses, dieticians, social workers, and pharmacists, among others.
These professionals speak with thousands of members each day,



23

encouraging them to learn more about their conditions and how
they can better manage their care. Our health professionals help
members schedule the necessary followup care and specialist care,
remind them to pick up important prescriptions, and serve as a
valuable resource to our members, 24 hours a day, 7 days a week.

Another example of our clinical—is our clinical research subsidi-
ary, HealthCore, which has produced noteworthy studies on best
practices for treating low back pain, high cholesterol, asthma, to
name just a few. We take these recommendations and share them
with physicians to help them improve our members’ health.
HealthCore also works with the FDA and the CDC to improve drug
and vaccine safety and has created a sentinel system that helps
these agencies monitor emerging drug safety issues in real time.

My written testimony includes more detail of these types of ini-
tiatives, which are typically not included in government-run pro-
grams. Efforts like these, funded out of our administrative ex-
penses, are critical to our ability to follow through on our primary
commitment, which is to improve the lives of the people we serve
and the health of our communities.

In closing, I would like to assure the subcommittee that
WellPoint supports responsible health care reform, but reform
must go beyond the insurance marketplace to address system-wide
challenges and associated costs. Changing how we finance health
care without changing how we deliver health care would be incom-
plete reform at best.

I appreciate the opportunity to testify before you today and to re-
spond to your questions.

Mr. KucINICH. Thank you, Mr. Sassi.

[The prepared statement of Mr. Sassi follows:]
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INTRODUCTION

Thank you, Chairman Kucinich and members of the subcommittee for inviting me to testify
today. | am Brian Sassi, president and CEO of the Consumer Business Unit for WellPoint, inc,,
and it is an honor to appear before you to discuss how WellPoint is advancing health care
quality and safety in the United States. WellPoint provides health benefits to nearly 35 million
members across the country, representing nearly one in every nine Americans. Our subsidiary
companies serve an additional 30 million individuals in the United States through programs and
services including life and disability insurance benefits; pharmacy benefit management; dental,
vision, and behavioral health benefit services; long-term care insurance; and flexible spending
accounts. We also serve 22 million Medicare beneficiaries in 26 states as a Medicare
administrative contractor through our National Government Services subsidiary.

We recognize that with the largest membership of any private insurer, we have the ability to
change health care for the better. We also recognize that, with this ability, we have a
responsibility to our members and to all Americans to advance health care quality, safety, and
affordability, and to invest in innovative solutions to address the persistent health problems our
country faces today and anticipate the challenges of the future. As a family of primarily Blue
Cross or Blue Cross Blue Shield plans, WellPoint has decades of experience in our local markets
and communities from California to Maine. We believe this blend of national scope and local
depth is a unique and powerful combination that contributes greatly to our ability to improve
the quality and value of our members’ health coverage.

1 look forward to discussing how WellPoint helps create the best health care value for our
customers. The renewed debate over health care reform has provided us today with an
opportunity to discuss how managed care has evolved over the past decade. At WellPoint, we
are proud of how we develop medical policy to try to help physicians keep current on what
works in health care. We are proud of how our nurses and other health professionals support
our members to ensure their care is safe, necessary, and timely. And looking to the future, we
continue to explore new payment models that reward value over volume and that stress safety,
efficiency, and patient satisfaction.

Where Premium Dollars Go

The operating expenses of health plans have received much attention over the past several
months. To help inform the debate, America’s Health Insurance Plans (AHIP) commissioned
PricewaterhouseCoopers (PwC) to conduct an analysis last year, breaking down how a dollar of
health insurance premiums is spent. PwC’s study shows that 87 cents of every premium dollar
is paid out to cover the costs of health care services and products.
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Of the remaining 13 cents of the premium dollar:
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How We Develop Medical Policy

At WellPoint, our technology assessment and clinical reviews are the foundation for clinical
decision making and address all medical procedures, devices, genetic testing, and specialty
pharmaceuticals. Our medical policy development process involves input from premier
academic institutions, expert physician representation from 33 medical specialty societies, and
consideration of the standards of care in our communities. We follow guidelines set forth in
federal publications such as “The Guide to Clinical Preventive Services,” as published by HHS
and the Agency for Healthcare Research and Quality; the Advisory Committee on immunization
Practices (ACIP) and those established by groups such as the American Heart Association, the
National Comprehensive Cancer Network; and the American College of Cardioclogy. The
Medical Policy and Technology Assessment Committee and its subcommittees in behavioral
health and hematology and oncology meet at least quarterly, and more often as necessary, to
review emerging clinical research that is published or presented at national meetings. Our
medical policy decisions are extensively researched, and vetted externally to ensure the most
comprehensive and clinically informed policies possible.

Our medical policies are available online to all network physicians. The policies include
background and coding guidelines, as well extensive discussion on the rationale upon which
they are based. The policies contain detailed references to the peer-reviewed journals and
other authoritative publications used in making the medical policy determination, as well as a
complete chronological revision history, so that physicians may view the progression of how
and why the policy became what it is today.
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How We Process Claims

Last year, WellPoint received 380 million claims and processed 97 percent of them within 30
days. We do not “defer” the remaining 3 percent of those claims, but sometimes we “pend”
claims as we await additional information from the provider or patient or as we determine
whether our coverage determination is consistent with the member’s policy. Once we receive
the necessary information, the claim will either be approved or denied — again, consistent with
the member’s policy.

Earlier this month, a nurses’ organization in California issued a report suggesting that managed-
care companies in California, such as our Anthem Blue Cross subsidiary, rejected more than 20
percent of the claims we received in the first half of 2009. However, the data that organization
relied upon for its report came from a regulatory filing that requires a count of all claims that
may not initially be paid by a health plan for any reason. Some common examples of these
claims are:

claims for people who are not our members;

claims within the member’s policy deductible;

claims that have already been paid by other health plans;

claims not paid because the same claim was submitted multiple times; and

claims returned to a provider because necessary information was missing or incorrect.

* & & & o

Once we received the necessary information to resolve the claims in question, our Anthem Blue
Cross subsidiary in California ultimately denied less than 3 percent of the claims received during
the first half of 2009. To provide further context, we denied less than than one-half of one
percent {<0.5%) of the total number of claims received on the basis that our medical personnel
determined the services were not medically necessary for the member.

How Our Operating Expenses Improve the Quality, Safety and Efficiency of Care

We believe that an essential ingredient for practical and sustainabie health care reform is
improving health care quality, which in turn can help manage costs. There are many
opportunities to improve health care in this country, as we are far from having a system that
provides the right care at the right place at the right time. Building on the following four
principles, WellPoint has identified solutions that will help deliver better health care while
helping to reduce costs:

Promote evidence-based medicine and determine real-world outcomes
o Align payment incentives for improved health outcomes
e Focus on prevention and managing of chronic illness
* Promote safety and efficiency through the adoption of health information technology
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I’d like to offer examples of how we follow through on each of these principles:
s Promote Evidence Based Medicine & Determine Real-World Outcomes

At WellPoint, we believe it is important that we continuously monitor and evaluate the
effectiveness of treatments, procedures, therapies and pharmaceuticals to identify,
minimize, and/or eliminate quality gaps. WellPoint’s clinical research subsidiary,
HealthCore, Inc., performs clinical outcomes and comparative effectiveness research to
determine what works in health care and advance high-quality, cost-effective care.
HealthCore studies use clinical, laboratory, and drug information to determine how
therapies, treatments, and pharmaceuticals work in the real world, outside of the
compliance-guaranteed clinical trial environment.

For instance, nine of ten Americans experience back pain at least once in their lifetime,
and $90 billion is spent nationally on back pain treatment annually. Additionally, low
back pain is the number-one cause of lost productivity among our employer groups.
Although clinical studies have shown that most back pain resolves within six weeks
without invasive treatment, our analysis revealed more than 20 percent of those
studied underwent unnecessary imaging tests and nearly 1,000 of our members
underwent inappropriate and expensive back surgery less than six weeks after
diagnosis. We recognize some back pain sufferers may indeed require imaging or
surgery, and as a result, we implemented a program to educate members and
physicians on clinically comparable and appropriate alternative treatment options,
including pharmaceutical pain management, physical therapy, or rest during the first six
weeks of experiencing back pain.

e Align Payment Incentives for Improved Health Outcomes

The current health care system is designed to reward quantity over quality, and volume
over value. Although we know some care is unnecessary and potentially harmful, we
also recognize that sometimes, the “right care” is more care or different care. We have
implemented clinical programs to enable better-informed physician-patient decision-
mabking that reflects evidence-based medicine and the unique health and financial
characteristics of each member treated.

For example, we work hand-in-hand with medical specialty societies to develop
consistent, meaningful performance metrics and reward physicians and hospitals for
improved patient outcomes, compliance with recommended care guidelines, use of
health information technology, and patient satisfaction. These incentives represent
true, tangible health improvement results, as demonstrated by a five percent
improvement over the national average for door-to-balloon time for heart attacks® and

* Internal analysis; validated by actuary. Note: Hospital performance payment program as applied to American College of
Cardiology National Cardiovascular Data Registry (NCDR}® cutcomes
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a reduction in serious complications for cardiac catheterizations in our Virginia hospital
quality program.’
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¢ Focus on Prevention and Managing Chronic lliness

Chronic iliness, such as diabetes, asthma, and heart disease is our country’s number one
public health issue, affecting nearly half of all Americans. Staggering cost estimates of
the hundreds of billions of dollars associated with chronic illness do not even include the
indirect costs due to lost productivity in American industry.

Yet, we also know, through research by RAND and others, that existing, proven, and
established guidelines are only followed 55 percent of the time®. Recent studies of our
most vulnerable populations suggest that 35 percent of recommended screenings and
preventive care are not delivered to our elderly Medicare and Medicaid population,’
and only 41 percent of recommended preventive care is delivered to children. ®
Variation even exists among our country’s leading academic institutions, where
Wennberg demonstrated a 300 percent variation in hospital days and use of clinical
procedures during the last six months of life. ® Finally, we know that there is often no
correlation between cost and quality and that actually an inverse relationship may exist,

% see Note 12 above

3 McGlynn, E.A, .M. Asch, J. Adams et. al. 2003. The Quality of Health Care Delivered to Adults in the United States. NEJM 348
(26): 2635-45

4 Zingmond, D. S.; Wilber, K.H.; Mactean, C.H.; Wenger, N.S. 2007 Measuring the Quality of Care Provided to Community
Dwelling Vulnerable Elders Dually Enrolled in Medicare and Medicaid. Medicel Care. 45(10):931-938, October 2007;

vy, S.M., Bellamy, H.A, Kogan, M.D., Dunbar 1.1, Schwalberg, R.H., Schuster, M.A. 2002. Factors that influence Receipt of
Recommended Pediatric heafth and Dental Care, Pediatrics Vol. 110 {6) December 2002, pp. e73; Mangione-Smith R,
DeCristofaro AH, Setadji CM, Keesey J, Klein D3, Adams L, Schuster MA, McGlynn EA. The Quality of Ambulatory Care Delivered
to Children in the United States The New England Journal of Medicine, Vol. 26, No. 5, Sept 2007, pp. 644-649

®JohnE Wennberg, Elliott S Fisher, Thérése A Stukel, fonathan S Skinner, Sandra M Sharp, and Kristen X Bronner; Use of
hospitals, physician visits, and hospice core during last six months of life amony cohorts loyal to highly respected hospitals in the
United States BMI 2004 328: 607; See afso; Dartmouth Atlas
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such as where the most expensive care for Medicare beneficiaries is also of the poorest
quality.

At WellPoint, we know that one percent of our membership drives 25 percent of our
medical costs, and five percent of our membership drives 50 percent of costs. The
majority of these members are the severely chronically ill, typically those with multiple
chronic conditions. Our goal is to help these members manage their conditions and
prevent their illnesses from progressing to a more advanced stage.

WellPoint’s 4,000 nurses, dieticians, social workers, pharmacists, exercise physiologists
and respiratory therapists speak with thousands of members each day encouraging
them to learn about their conditions and how they can manage them. We help
members schedule necessary follow-up and specialist care, remind them to pick up
important prescriptions, and serve as a real-life resource when they have questions or
concerns 24 hours a day, 7 days a week.
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This direct person-to-person contact has demonstrated an increase in preventive
screening, improved compliance with evidence-based care and improved health
outcomes for our members. For example, these programs demonstrated a 20 percent
decrease in chronic condition-specific inpatient admissions and a 32 percent decrease in
condition-specific emergency room visits. Additionally, employers saw a 25 percent to
50 percent reduction in days of lost work productivity’.

e Promote Safety and Efficiency Through The Adoption of Health Information
Technology

Health information technology is the future of the health care system and WellPoint’s
administrative costs are invested in programs that create system-wide efficiency, as well
as improved national public health safety, monitoring, coordination, and response.

7 internal analysis; validated by actuary. This example is a Health Management Corporation analysis of WLP contract accounts
that would contain the average employee make-up for an employer group.
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The Institute of Medicine Report “To Err is Human” estimated that at least 44,000
Americans die every year in hospitals as a result of medical errors.® For Medicare alone,
$8.6 billion dollars can be attributed to patient safety events.® Adverse drugs events
lead to more than 7,000 deaths, 1.5 million injuries, and 700,000 emergency room visits
annually, translating to loss of life, decreased quality of life, and $77 billion in avoidable
health care costs.'® Patients who had potentially preventable adverse medical events
were twice as likely to die during a readmission within 30 days following discharge and
32 percent more likely to be discharged to a fong-term care facility. ™

To respond to public demand for increased safety, WellPoint has developed the
Healthcare Safety Sentinel System®™ to monitor more effectively and rapidly the safety of
pharmaceuticals and other medical therapies. WellPoint's Healthcare Safety Sentinel
System®™ was developed in close collaboration with leading government and academic
institutions, including the FDA, and faculty from key academic institutions, including
Harvard University, the University of North Carolina, and the University of Pennsylvania.
The Safety Sentinel System, which will ultimately be able to monitor safety risks
associated with drugs and other clinical care decisions in real-time, will also assist
physicians and other health care professionals to make more informed decisions about
how to treat their patients.

The Healthcare Safety Sentinel System™ is already operationa! and performing work for
the CDC on biologic, vaccine and human tissue product safety. It has also been selected as
one of four potential technologies to serve as the foundation for the FDA Sentinel
Initiative, the nation’s drug safety surveillance system. The Healthcare Safety Sentinel
System®™ will make it possible to examine whether particular combinations of
treatments could cause serious medical problems, especially in patients with certain
diseases. This critical information will allow health care decision-makers including
federal agencies, physicians, consumers and manufacturers to move far more quickly
than in the past in addressing potential drug risks.

CONCLUSION

in closing, | want to assure the Subcommittee that WellPoint supports responsible health care
reform, but reform must go beyond the insurance marketplace to address system-wide
challenges and associated costs. Changing how we finance health care without changing how
we deliver health care would be incomplete reform, at best.

& fnstitute of Medicine; Toc Err is Human: Building a Safer Health System

{http://www.iom.edu/Object File/Master/4/117/ToErr-8pager.pdf}

° The Fourth Annual HealthGrades Patient Safety in American Hospitals Study (2007}

¥ See Classen DC, Pestotnik St, Evans RS, et al. Adverse drug events in hospitalized patients. JAMA 1997,277{4):301-6.

* Adverse Patient Safety Events: Costs of Readmissions and Patient Outcomes Following Discharge. Bernard D, Encinosa W;
AcademyHealth, Meeting (2004 : San Diego, Calif.}. Abstract AcademyHealth Meet. 2004; 21: abstract no. 1908
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Health plans have provided significant ideas for reform, many of which are incorporated in the
legislation being considered in the House and Senate. We look forward to continuing to play a
constructive role by providing members of this subcommittee and your fellow legisiators with
assessments of how proposais for reform would impact your constituents. We have decades of
real-world experience with different reforms in various local markets that we are sharing with
Congress and the Administration, so that our policymakers can make decisions the same way
we make medical policy — using the best available evidence on what works best.

But as the health reform debate continues, our main focus will remain on improving the lives of
the people we serve and the health of our communities. We do this every day by:

e providing clear, actionable, evidence-based messages to our members and their
physicians, and by connecting our health care system through health information
technology;

e encouraging an informed physician-patient dialogue regarding the risks and benefits of
available treatment options and what is best for each patient;

¢ deploying thousands of nurses, physicians, and other health professionals to support
and empower members in their own care; and

e promoting innovation through an unbiased, transparent scientific analysis of clinical
research and real-world outcomes.

| appreciate the opportunity to testify before you today and to respond to your questions.
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Mr. KuciNICH. The Chair recognizes Ms. Farrell. You may pro-
ceed for 5 minutes.

STATEMENT OF PATRICIA FARRELL

Ms. FARRELL. Good afternoon. My name is Pat Farrell, and I am
the senior vice president at Aetna.

Aetna’s one of the Nation’s leading insurance companies provid-
ing medical, dental, pharmacy, disability, life insurance, and other
health benefits. We provide those products and services in all 50
States, and we provide those products and services to 37 million
Americans.

I'm proud to have worked at Aetna for over 20 years in a variety
of capacities. On behalf of the thousands of employees at Aetna, I
look forward to talking to you today about the value we bring to
the health care system and in discussing Aetna’s commitment to
reforming the health care system.

Aetna today is a health care solutions company that helps Ameri-
cans manage their health care and get the most out of their health
care dollar. Since 2005, Aetna has called for major fundamental re-
form of the insurance market so that all Americans have guaran-
teed access to affordable coverage with no exclusions for pre-exist-
ing conditions. This, combined with the requirement that everyone
have insurance coverage and financial assistance for those who
can’t afford it and who need it, will get and keep everyone covered
in our system.

I expect that many of the issues we will discuss today will illus-
trate the need for reform. Aetna is committed to health reform that
addresses access, affordability, and quality. We operate in a dy-
namic and highly competitive marketplace. Our business can only
be successful when health care consumers are confident that we
can provide the greatest value for their health care dollar and help-
ing them improve or maintain their health care status.

Our employees come to work every day—doctors, nurses, and
customer service professionals—with the same commitment, to
make sure our members get the best health care coverage possible.

Much of our focus during the health care reform debate has been
on building what works well in the employer- sponsored market
today while addressing the problems in the small group market
and in the individual marketplace. These solutions, which now
seem to be broadly accepted, should go a long way to addressing
the problem of access to health insurance.

What we strongly believe is that for health care reform to be en-
during and affordable in the Nation we must address the underly-
ing problem of rising health care costs. Health care costs drive in-
surance premiums, not the other way around. Over the last decade,
health care costs have risen about 772 percent, and premiums have
risen that very same amount.

It’s fundamental to our discussion today to understand the value
that Aetna brings to the health care system and how our business
practices are focused on empowering consumers and health care
providers to make the best decisions possible.

We process hundreds of millions of claims every year, and getting
them right every single time is our goal. We recognize even a small
percentage of problems represent real issues for our customers and
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for our providers. When we do get it wrong, we have processes in
place to help get it back on track quickly.

Aetna’s driving innovation is to improve the lives and the health
of our members. In just the past 4 years, we’ve invested over $1.8
billion in health information technology. For example, some of that
investment went to having personal health records that can em-
power consumers’ decisions around their health.

Finally, we’re also leaders in promoting wellness and prevention
and the management of chronic diseases. Refocusing our system to
prevent disease and promote wellness can lead to better health for
all Americans and positively impact costs system-wide.

I believe the competitive marketplace has played, and should
continue to play, an important role in fostering the innovation
that’s necessary for our country to achieve true and widespread
quality and affordability in our health care system.

Thank you, and I look forward to continuing to work with Con-
gress to pass health care reform this year.

Mr. KuciNicH. Thank you, Ms. Farrell.

[The prepared statement of Ms. Farrell follows:]
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Good morning Chairman Kucinich, Ranking Member Jordan and members of the committee.
My name is Patricia Farreli, and | am the Senior Vice President of National and International
Business Solutions at Aetna. Aetna is one of the nation’s leaders in health care, dental,
pharmacy, group life, disability insurance and employee benefits. We provide products and
services in all 50 states, serving over 36.8 million unique individuals. Our customers include
employer groups, individuals, college students, part-time and hourly workers, health plans,

governmental units, government-sponsored plans, labor groups and expatriates.

Thank you for the opporfunity to participate in today’s hearing to discuss the value we bring to
the health care consumer and the health care provider. Our industry has evolved much in the
last several decades. In fact, a health insurance executive from the 1970’s would not recognize
many of the functions that Aetna now performs. Today, more than twenty percent of our
workforce are clinical practitioners or information technology experts. Aetna today is a health
care solutions company that helps employers and individuals manage their health and get the

most value out of their health care dollar.

Our business is successful when we 1) provide our customers with the greatest value for their
health care dollar, and 2) help them improve or maintain their health status. Our 35,000
employees -- doctors, nurses and customer service personnel -- come to work every day with
the commitment to make sure our members get the best, affordable health care possible. We
have one of the highest employee satisfaction rates because our employees believe in the value

we bring to our customers.

| also want to comment on the important health care reform proposals Congress is now
considering. Aetna is committed to meaningful health care reform, and | think that the record
shows that we are the most active in our industry in bringing thoughtful proposals based on our
significant experience to the national discussion. Since 2005, we have called for insurers to
guarantee coverage and make no exclusions for pre-existing conditions in the context of a

universal coverage requirement coupled with appropriate subsidies to individuals.

We also believe it is critical that health reform must address the underlying affordability issue of
rising health costs. Increases in insurance premiums are a direct result of increases in the
underlying cost of care. To be clear, health care costs drive insurance premiums, not the other

way around. Over the last decade, health care costs have risen about 7.7 percent a year on
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average, and insurance premiums also have risen at 7.7 percent.' Insurance reform, without

payment and cost reform, will not work to make health care more affordable for Americans.

In order to address the interest of the committee in these matters, it is important to understand
the value we bring to the health care system and how our business practices are geared to
empowering consumers and their health care providers to make the best decisions possible. Of
the 407 million claims processed in 2008, virtually all were done correctly. However, we
recognize that even a very small percentage of errors, translates into real concerns for our
members and our provider networks. When we do get it wrong we have processes that are

designed to help our customers and us get the issue back on track.
I. Aetna Innovations — Connecting a Fragmented Health Care System

Patients need a delivery system that helps them achieve optimal health by delivering the right
care at the right time — every time. Today, we simply do not have such a system in place in this
country. The statistics are familiar but startling. As many as 98,000 Americans die annually as
a result of medical errors in hospitals and at least 1.5 million are injured every year because of

medication errors. In fact, Rand estimates that only 55% of Americans get recommended care.

There is a thirty percent geographic variation in medical services that is unexplainable by patient
health status or quality of care. For instance, there are 4.6 lumbar fusions per 1000 in idaho
Falls, Idaho but only 0.3 per 1000 in Grand Forks, ND. Vulnerable elders receive only about
half of recommended care — with preventive care having the lowest adherence at 43 percent.
And when new treatments are found fo be effective, it takes almost 17 years to be fully
introduced at the delivery level — a life threatening delay for many patients.

Aetna is committed to addressing the dangerous shortcomings of today’s health system

through:
= Building strong partnerships with doctors and health systems,
» Harnessing technology to improve quality and efficiency of care, and

= Promoting health and wellness for all Americans.

1 €MS, National Health Expenditures Data, 2009
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Building Strong Partnerships with Physicians

Aetna believes that physicians and health care professionals are the backbone of our delivery
system and has developed partnerships and initiatives to maximize the important contributions
of these providers. Aetna is a health care company comprised of a comprehensive medical
team including many doctors and nurses. These medical professionals work side by side with
the external medical community to give our members access to quality, evidence-based health

care in a cost-effective manner.

Aetna’s hard work on its provider relationships has been acknowledged by independent experts,
who rank us number one in the insurance industry. Last year, we received the Verden Group’s
Annual Award for Most Provider Friendly Network. The Verden Group monitors managed care
companies to determine how well provider networks are being managed. In addition, Aetna
ranked second in 2009 PayerView®™ Rankings. PayerView reflects the experience of specific
providers with insurers. We believe these positive ratings are a direct result of our initiatives to
(1) Dialogue with physicians and (2) improve quality of care.

(1) Dialogue with Physicians: One of our pioneering initiatives in this regard occurred in 2004,
when we established a formal Physician Advisory Board. The Advisory Board is composed
of nine external physicians reflecting a diversity of medical specialties, geographies and
ethnicities. Its mission is to recommend policies that encourage adherence to evidence

based medicine and facilitate physician interaction with Aetna.

in 2008, Aetna voluntarily published Guiding Principles that govern our day-to-day
interactions with providers. These Principles have been hailed by the medical community as
an example of how a health insurer can do the right thing. We also have established a
forum for state medical societies to have issues heard and resolved if there’s any difficulty

handling them through normal channels.

About six years ago, we established the Physician Liaison Program. This program matches
each of our in-house medical directors with specialty and state medical societies across the
country. Aetna’s medical directors work with these external physicians and incorporate both
the expertise and local perspective of medical societies into day to day issues like quality,
safety and coding. Around this time frame, we also established a series of dedicated
Provider Service Centers. These service centers focus on the specific needs of health care

providers.
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(2) Improve Quality of Care: We are now rolfing out a Physician Collaboration Model which
links up primary care physicians with Aetna care managers inside of a PCP’s office to
supplement the services of the PCP. The Aetna care managers facilitate care management
with the patient outside of the office. This program, which benefits both doctors and

patients, has resulted in 9% fewer acute hospital admissions.

Since 2008, our Pathways to Excellence program has aligned recognition, incentives and/or
provider payments with the delivery of high quality and efficient care. Currently, nearly
80,000 physicians and 350 hospitals participate in Pathways fo Excellence. To ensure that
our provider partners are actively engaged in achieving successful outcomes, we work with
them to select mutually agreed-upon measures for improvement assessment. in our High
Performance Provider Initiatives, we work with hospital and health plan data to identify
variations in care and implement targeted interventions to reduce these variations.
Examples of successful impacts from individual participating hospitals or hospital systems
include:

» Reduced 60 day re-admission rates by 19%
= Improved post discharge physician visits by 16%

» Increased generic prescriptions for statins (from 16 to 50%) and anti-depressants
(from 50 to 60%)

These results reinforce the goal of having members get affordable, quality care by taking
unnecessary costs out of the system.

We've established two high performance network programs called Aexcel Network and
Aetna Institutes. In Aexcel, specialists who have met certain clinical quality and efficiency
standards are recognized. This high performance network is associated with high-quality
care that can save up to 4 percent in medical costs annually. Aetna is the only national
carrier to earn Bridges to Excellence endorsement of our Aexcel Network.

Aetna Institutes™ facilities are publicly recognized, high-quality, high-value health care
facilities. Our Institutes of Quality for Bariatric Surgery have achieved exceptional outcome
results for our members, resulting in less complications and fewer readmission and medical

costs in the year post surgery that are 15 percent lower than the year prior.
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These are just a few examples of the outreach and partnering initiatives that Aetna has with the
provider community. We've demonstrated a continued commitment to building strong provider
relationships because we know this is central to ensuring Aetna members get the highest
quality, affordable care possible.

Harnessing technology to improve quality of care

We also believe we need to leverage health information technology (HIT) significantly to enable
providers and health care consumers to make much better use of health information, lab data,
pharmacy data, claims data and the personal health record. HIT can facilitate vast
improvements in individuals” health care experiences by offering them a clearer picture of their
own health, a more coordinated interaction with multiple health care providers and better, safer

health outcomes.

Aetna has numerous initiatives to harness technology and data to further the continuity and
quality of care. Today | would like to highlight our “Care Engine” technology that helps
physicians and patients detect and fix potential gaps in care.

The Care Engine is our unique clinical-decision support technology provided through
ActiveHealth Management, an Aetna company founded by physicians. This technology is
currently used to analyze more than 18 million individual, comprehensive electronic patient
medical records against current standards of care to identify potential gaps in care. The Care
Engine incorporates diagnosis and procedure claims data from health plans, pharmacy data
from pharmacy benefit management companies, lab data, other patient data entered either
directly by patients via their personal health record or indirectly by their disease management
nurse coach, as well as clinical feedback from physicians.

This process creates continually refreshed patient-centric electronic medical records. These
data are then applied against an ever expanding set of evidence-based clinical rules developed
and maintained by a large team of board certified physicians, pharmacists, and nurses at
ActiveHealth. The resulting output are patient specific ‘care gaps’ that represent the difference
between the care that patients actually are receiving and the care that the established clinical
literature would suggest they should be receiving. These gaps, called “Care Considerations”
(CCs) are then sent to treating physicians and patients through a variety of electronic and non-
electronic means. All CCs are reviewed and approved by medical faculty from Harvard Medical
School.
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More than 7 million care alerts were generated in 2008. Most importantly, these alerts are
having a measurable impact on both the quality and value of patient care, especially in chronic
disease patients where effective care coordination makes a tremendous difference. Some real

world results include the following:

= A randomized, prospective clinical trial (the most scientifically rigorous trial design) of the
Care Engine was published in 2005. This showed a statistically significant decrease in
hospitalizations (8.4%).

= The Care Engine is associated with objectively measured improvement in compliance
with national clinical guidelines:

- Up to 30% improvement in compliance with general National Kidney Foundation
(NKF) guidelines

- Up to 47% improvement in compliance with NKF guidelines relating to bone disease
in kidney patients

- Up to 23 % improvement with National Osteoporosis Foundation guidelines.

In sum, advanced clinical decision support systems such as the Care Engine can effectively
aggregate available clinical data sets to create comprehensive, longitudinal, patient-centric
electronic medical records, and generate actionable clinical alerts to physicians and patients.
This resuits in measurable improvement in clinical quality and outcomes, and decreases overall

resource utilization and costs.
Promoting Health and Wellness

As Americans, we simply are not leading the healthy lifestyles that we should be, and this is
costly, in terms of quality of life for those leading these lifestyles, and in terms of financial costs
for all Americans who end up bearing the costs of bad health habits. Twenty-four percent of
American males still smoke?; over one-third of adults in the country are obese® and 9 percent of

2 Centers for Disease Control and Prevention. National Center for Health Statistics. “National Health
Interview Survey.” 2006.

% Centers for Disease Control and Prevention. National Center for Health Statistics. “Obesity Among
Aduits in the United States.” 2007.
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Americans age 12 and over misuse alcohol or drugs®. Compounding lifestyle issues is the
aging of our population. By 2030, twenty percent of the American population will be over 655

The end result of all of these factors is that today, more than half of Americans are living with a
chronic disease. And yet, more than 50 percent of patients with diabetes, hypertension, hyper
lipidemia, tobacco addiction, CHF, asthma, depression, and chronic atrial fibrillation are
currently managed inadequately®. A startiing 22% of patients don't take their medications
properly.

All of this has a tremendous impact on underlying health care costs. Some estimates are that
10% of all health costs are due to obesity’. And two-thirds of the growth in health care costs is
due to the rising growth of chronic disease®.

Aetna is committed to helping members achieve better health and manage their chronic
diseases. To accomplish this, Aetna has developed wellness initiatives such as (1) Aetna
Health Connections Disease Management, {2) our Childhood Obesity Project and (3) Value
Based Benefit Designs.

(1) Aetna Health Connections Disease Management helps people with chronic conditions
obtain the treatment and preventive care they need by taking a wider view of an individual's
health, rather than focusing solely on a single disease. Aetna’s clinicians help members

understand and follow their doctor’s treatment plan and better manage ongoing conditions.

Through disease management, patients have had 26% fewer inpatient admissions for
diabetes, coronary artery disease, congestive heart failure and stroke. In addition,

participants are more likely to continue necessary medications after a heart attack, control

* Department of Health and Human Services. Substance Abuse and Mental Health Services
Administration: Office of Applied Studies. “Results from the 2007 National Survey on Drug Use and
Health: National Findings.” 2007.

® U.8. Census Bureau Population Division. “Projections of the Population by Selected Age Groups and
Sex for the United States: 2010 to 2050.” 2008.

® RAND Corporation. “The quality of health care delivered to adults in the United States.” 2003.

7 Health Affairs 28, no. 5. “Annual Medical Spending Attributable To Obesity: Payer- And Service-Specific
Estimates.” 2009.

& Partnership to Fight Chronic Disease. "About the Crisis: Chronic diseases are creating a national health
care crisis.” 2009.
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asthma through proper prescription adherence and maintain proper blood pressure and

cholesterol levels.

(2) Childhood Obesity Pilot. In 2009, Aetna launched a childhood obesity pilot in cooperation
with the Alliance for a Healthier Generation (partnership between William J. Clinton
Foundation and American Heart Association), Aetna’s employer clients and the medical
community. The program is currently available to five large employer groups totaling 74,000
employees. it includes coverage for obesity and nutritional counseling provided by
physicians, access to clinically-based community resources, educational materials
distributed at the worksite and educational resources for physicians.

We believe the program is breaking new ground. Currently there is no evidence-based
protocol for treating childhood obesity with counseling unless there is a co-morbid condition
such as diabetes. By addressing childhood obesity before it leads to serious health
complications, this program takes an important, proactive step in improving health and
quality of life for children in need. Our program offers a uniquely comprehensive approach
by combining proactive treatment of childhood obesity with collaboration among insurers,
employers, the medical community and families.

(3) Value-Based Insurance Design. Based on evidence in the medical literature that co-
payments and/or coinsurance can create barriers to care, value-based insurance design
eliminates or reduces co-payments or coinsurance for certain medications or types of care
that are demonstrated to be crucial in preventing or managing disease. In other words,
insurance is designed so that costs are not a deterrent to individuals in seeking the right

care. Prevention is often a core element of value based benefit design.

We believe so strongly in prevention that all of our comprehensive insurance products
include a preventive benefits schedule that goes beyond those recommended by the United
States Preventive Services Task Force (USPSTF). This schedule of preventive services is

available to our fully insured members with no out-of-pocket cost,

Aetna and the Aetna Foundation are supporting two clinical studies to evaluate the efficacy
of value-based insurance design with researchers at Brigham and Women'’s Hospital and
the University of Pennsylvania. Our preliminary findings in a smaller review were positive ~

for instance, medical adherence increased in 80% of targeted drug categories.
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These programs have been successful in achieving better health for our members and are
possible because of our unique role in the health care system. As the steward of our
members’ personalized and complete patient health information, Aetna has the unique
capability to help members manage their care. All of this results in better health for

members and health care cost savings for the system.
Il. Specific Committee Requests

The Committee specifically asked about several of the more technical aspects of health
insurance procedures and processes. These include governance, the development of coverage

policies, the claims process and administrative costs.
Governance:

The health insurance industry is one of the most heavily regulated industries in the country.
Regulation includes an extensive overlay of state and federal laws, as well as compliance with a
myriad of private accreditation organizations such as NCQA or URAC, and auditing performed
by private employers.

State regulation and enforcement of insurance laws involve myriad state departments — from the
insurance commissioner to the state Attorney General. States oversee a host of laws and
regulation, including rules on claims payments, utilization review and complaints/appeals. For
example, virtually every state has an Unfair Claims Practices Act governing insurer claims
payment that impose fines, license suspension or revocation as penalty for noncompliance. In
addition to its Complaints Units, a state’s insurance Department enforces this Act extensively
through market conduct exams and data inquiries. Through June 2009, Aetna received 580
exam requests and data inquiries from different state insurance departments; in 2008, we
received 978 for the full year. See attached chart demonstrating regulatory bodies involved in
insurance regulation.

10
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Coverage Decisions:

The vast majority of Aetna coverage decisions involve simple eligibility decisions such as
whether a service is covered under the benefit contract. For example, cosmetic surgery usually
is not a covered benefit. In the case of group insurance products, large employers often

determine the benefit coverage provisions included in the contract.

This means the majority of coverage decisions don't involve clinical issues. However, fora
relatively small number of claims, Aetna does determine whether a particular service is
“medically necessary” under the insurance policy sold and meets the medical profession’s

current standard of care.

A very small percentage of claims are denied because the sérvices are deemed not medically
necessary or experimental and investigational. Most claim denials are because of non-clinical
reasons such as duplicate claim submissions (e.g. Aetna previously paid the claim), members
have coverage with another carrier that is primary to Aetna or because the member is no longer
an Aetna plan member. Aetna maintains processes that allow members and their doctors to
find out in advance whether or not certain services will be covered. For most procedures, this
determination is provided within 48 hours and Aetna does not require prior review for

emergency services.

There are controls and robust procedures in place designed to make sure that coverage denials
are objective and rational and in accord with the terms of the insurance policy that was
purchased. For example, clinical reviews of medical claims are performed by licensed
physicians. Any denial resulting from the clinical review can only be made a physician and such
decisions are based upon Aetna clinical policy. The purpose of Aetna’s clinical policy is to
ensure that we are making our decisions based upon peer reviewed literature and
recommendations by the various physician specialty societies.

Aetna’s Clinical Policy Unit is responsible for assessing medical technologies to evaluate their
effectiveness and safety for patients. This extensive scientific and medical review by physicians
culminates in a Clinical Policy Bulletin (CPB) - Aetna maintains 600 active CPBs. The
development of a CPB begins with a review of the published medical literature and regulatory
status (e.g., FDA approval) of the medical intervention. In addition, we actively consult the
Agency for Healthcare Research and Quality’s evidence based guidelines, the National Library

of Medicine’s technology assessments and outside medical experts.

11
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All CPBs are published on-line for the broader provider community, members and the general
public and an on-line feedback system also is maintained. At a minimum, each Clinical Policy
Bulletin is reviewed annually to assure that it reflects the latest medical research and findings.

In the case of transplant procedures, Aetna has established an internal committee of outside
transplant experts to advise us on our policies. We meet with experts in the field quarterly to
help us shape our transplant policies. In other words, we do not randomly or subjectively decide
on our own what to cover and what not to cover.

in addition to providers, Aetna receives feedback on our CPBs from vendors (e.g., drug and
medical device manufacturers), employer groups and even its members. In sum, Aetna’s CPBs

are medically sound, widely vetted and transparent.
Appeals:

Aetna members and their physicians who are dissatisfied with the dispensation of their claims or
a pre-service determination have opportunities to receive further review by filing an apbea! ora
complaint. However, in 2008 only a small percentage of claims generated an appeal or a
complaint.

Aetna provides members and physicians with two levels of appeal for all products and funding
arrangements, although, state or plan sponsor requirements may differ. Aetna also has
implemented a voluritary external review program for its commercial insured plans and most
self-funded HMO based plans. Self-funded traditional plan sponsors have the option of adding
external review as a feature to their plans.

Aetna maintains an internal grievance procedure in accordance with various state and federal
regulatory requirements and consistent with independent accreditation organization
requirements such as the National Committee for Quality Assurance.

In addition, there is an Aetna Appeals Committee that reviews all final level medical necessity
appeals regarding solid organ or stem cell transplants, and also may be utilized for precedent
setting cases, experimental/investigational treatment or cases involving life-threatening
conditions. This Commitiee consists of the Chief Medical Officer, and 9 regional and national
medical directors. Importantly, clinical records are sent for three independent external medical

opinions and shared with the member and their physician prior to the Committee's review.

12
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it is important to note, that at every step in the process, medical reviews are done by a
physician, and only a physician can make the decision to deny a claim based upon the medical
review. In addition, 46 states and DC have enacted independent medical review laws which we
support, permitting an individual to appeal an adverse decision by the health insurance plan to
an independent, external entity. These appeals involve the medical necessity or experimental
nature of a treatment or service. Importantly, these reviews are handled expediently—virtually
all of these state laws specify timeframes for review completion. In addition, at least 33 states
require the plan to pay for the appeal.

Rescissions:

At Aetna we take the rescission of insurance coverage very seriously. As a result, Aetna has a
low rate of rescissions. The majority of these rare policy rescissions are due to insurance fraud,
in which an individual obtains a policy under false pretense, makes an initial premium payment,

immediately receives a medical procedure and then allows the policy to lapse.

To address public policy concerns about rescissions, Aetna has voluntarily implemented an
independent external review of proposed rescissions for enhanced consumer protection.
Launched in September 2008, this industry-leading independent, external review process is
designed to fairly address the concerns of health care consumers. This process allows Aetna
members who face policy rescission to obtain, at no cost to them, an independent third-party
review which is binding on Aetna.

The reviewers re-examine all information used by Aetna in its decision process. Reviewers
have the ability to interact directly with the member to gather further information as needed.
Upon completion of the review, the reviewers provide a "Rescission Review Report" directly to
the member with a copy to Aetna. There is no contact between Aetna and the reviewers at any
time until the report has been independently mailed to the member.

While we work on reforming our health care system overall, we continue to rely on this fair and
impartial process to combat fraud and misrepresentation to keep health care more affordable for
our customers. We understand that consumers want and need more peace of mind in all heaith
care transactions, and this approach allows us to respond to consumer concerns with a fair and
workable solution.

13
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ili. Health Care Reform

Aetna is committed to the enactment of comprehensive health reform. We support significant
changes in the rules governing insurance coverage once all individuals have a personal
responsibility to obtain coverage coupled with subsidies for individuals. We believe all
individuals should be able to obtain coverage — both the sick and the healthy -- and that no one
should be penalized through higher premiums because of their health status.

However, insurance reforms alone will not address the real underlying problems in today’s
health care system — spiraling costs. To improve affordability, we strongly support payment
reform that would reward doctors and hospitals that provide value — not just volume. We also
must harness technology to help providers accomplish these goals, assure the health system

maximizes administrative efficiency and encourage patients to take control of their health.

Aetna has been at the fore front of bringing about innovations to improve the health and lives of
our members and to enhance the functioning of the many parts and players in the health care
system. | believe the competitive marketplace has played — and should continue to play - an
important role in fostering the innovation necessary for our country to achieve true and
widespread greatness in our health care system. | encourage Congress to accelerate the

implementation of these innovations on a wider scale for the benefit of our entire population.

1 want to thank the Committee for this opportunity, and we look forward to continuing to work
with the Congress to pass Health Care reform this year.

14
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Mr. KuciINICH. The Chair recognizes Mr. Bloem.

STATEMENT OF JAMES H. BLOEM

Mr. BLOEM. Thank you, Mr. Chairman.

Mr. KucINICH. Make sure that mic is close. We want to hear you.
Go ahead.

Mr. BLOEM. Mr. Chairman, Ranking Member Jordan, members
of the subcommittee, I'm James H. Bloem. I am a senior vice presi-
dent and I’'m the chief financial officer and treasurer of Humana,
Inc.

Humana’s a health benefits company headquartered in Louis-
ville, Kentucky, offering health benefit plans for employer groups,
government programs, and individuals. We have 10.3 million medi-
cal members and 6.8 million specialty members in all 50 States and
Washington, DC, and in Puerto Rico. Humana employs 28,600 em-
ployees and contracts with nearly 400,000 physicians around the
country.

We've provided extensive written testimony on today’s subject
matter, and I will briefly summarize a few key points here.

Every aspect of Humana’s operations is governed by Federal and/
or State laws and regulations, and Humana continues to both sup-
port and advocate for responsible health system reform. We believe
that doing nothing is—doing nothing is not an option. We believe
that all Americans should have affordable, quality health coverage.
It’s essential that everyone participate in the health system, with
subsidies for those who can’t afford coverage; and, in return, cov-
erage should be guaranteed and not based on pre-existing condi-
tions or health status.

To ensure affordability, reform must focus on improving health
outcomes, reducing variations in care, and reducing costs.

Humana also supports America’s Health Insurance Plans’ com-
prehensive reform plan which provides for universal coverage with
insurance rating reforms. These reforms, voluntarily offered, will
obviate the need for business practices that were put into place be-
cause there currently is no requirement that individuals have
health insurance coverage.

The subcommittee has specifically requested that we comment on
our processes for both coverage determination and processing
claims, as well as the physician feedback on these processes.

For 2009, Humana ranked No. 1 among national payers as the
easiest to do business for both doctors and hospitals. Specifically,
Athena Health found Humana to have the lowest denial rate
among all major payers. In contrast, the Medicare Part B program
ranked fifth. Humana also ranked as the fastest payer to physi-
cilans, with the Medicare Part B program again ranking in fifth
place.

The subcommittee also asked that we address how Humana
makes coverage decisions. Let me summarize.

Coverage decisions are based on evidence-based medical criteria,
developed and approved by physicians. Under our policy, a nurse
or a non-clinician can authorize any service that’s under review.
However, only a licensed, board-certified physician medical director
can issue a denial based on a medical criterion. To the extent that
a practicing physician disagrees with a decision, there are timely
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internal appeal processes allowing peer-to-peer input. These griev-
ance and appeals processes are governed by State and Federal reg-
ulations. Internal appeal decisions can be further appealed to an
independent external review entity, whose decision is binding on
Humana.

Humana’s worked effectively over the past few years to stream-
line and simplify our administrative practices. We've partnered
closely with the hospitals and physicians who care for our members
and our members themselves. Here’s one example.

Availity is an industry leading multipayer, multiuse electronic
medical provider information exchange. Humana cofounded
Availity with the Blues of Florida. It fulfills the President’s and
Congress’ call for a workable health care information technology
superhighway. It has standardization, speed, accuracy, trans-
parency; and it results in significant cost savings.

Today, across the country, 50,000 physicians, 1,000 hospitals, 100
million members, and 1,000 payers, including public payers, access
or connect with Availity every year. This will result this year in ap-
proximately 600 million transactions. Availity, what it does is pro-
vides seamless provider interactions and improves patient safety,
saving money. It has digitized most of the nonstandard administra-
tive processes that providers have complained about for years. And
for those who use e-prescribing, preventable adverse drug events
have been reduced by 61 percent; and, most importantly, there are
no charges to providers for using Availity.

In closing, Mr. Chairman, let me say that Humana’s committed
to continue to work closely with the administration and Congress
to increase the likelihood that measures designed to solve the most
significant problems in our health care system become the focal
points of responsible and real health reform efforts.

I look forward to your questions. Thank you very much.

Mr. KuciNicH. Thank you, Mr. Bloem.

[The prepared statement of Mr. Bloem follows:]
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Mr. Chairman, Congressman Jordan, and other members of the Committee, I am
James H. Bloem, Senior Vice President, Chief Financial Officer and Treasurer for
Humana Inc., as well as a member of the company’s corporate executive committee that
determines the company’s strategic direction. Humana is a health benefits company
headquartered in Louisville, Kentucky bffeﬁng a wide array of health and supplementary
benefit plans for employer groups, government programs, and individuals. We have 10.3
million medical members and 6.8 million specialty-benefit members in 50 states,
Washington, D.C., and Puerto Rico.

My testimony today will address: 1) our support for health system reform; 2) how
we develop clinical policies and make coverage determinations; 3) our interactions with
both physicians and members to ensure collaboration; 4) government oversight of plan
activities; and 5) plan innovations designed to simplify administrative processes and
provide members with actionable information.

Support For Health System Reform

We appreciate the fact that the Subcommittee’s work is intended to complement
the effort by Congress and the Administration to provide health coverage for all
Americans, while simultaneously lowering costs and improving quality. Humana
supports and advocates for reform of our health care system and believes that doing
nothing is not an option. We further believe that all Americans should have affordable,
quality health care coverage. It is essential that all Americans participate in the system
with subsidies for those who cannot afford coverage, and in return, coverage should be
guaranteed and not based on pre-existing conditions or health status. To ensure
affordability, reform must focus on reducing costs, increasing efficiencies, reducing

geographic variations in care and improving health outcornes. Americans deserve a
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system that eliminates fraud and abuse, promotes health and wellness and incentivizes the
most effective and efficient patient care.

Finally, as a member of America’s Health Insurance Plans (AHIP), our industry
trade association, we and they began offering such reform plans as early as November,
2006. AHIP’s comprehensive reform plan provides for universal coverage with
insurance rating reforms. These reforms, voluntarily offered, will obviate the need for
business practices that were put into place primarily because there is no requirement that
individuals have health insurance coverage. Every aspect of our operations is governed
by federal and/or state laws and regulations.

Coverage And Related Claims And Administrative Processes

The Subcommittee has requested that we comment on Humana’s processes for
making coverage determinations and processing claims as well as physicians’ responses
to those processes. In responding to the Subcommittee’s request, let me start with
findings from the most recent PayerView rankings, conducted each year by athenahealth
(a physician revenue management compary). These findings are based on that
organization’s independent statistical analysis derived from more than 17,000 physicians
representing $7 billion in billed charges, sent to 172 payers in over 40 states. In addition
to ranking Humana and our peer companies, athenahealth also ranks Medicare Part B,
providing an important point of comparison between private health plans and the
government-run Medicare Fee-for-Service program.

For 2009, Humana ranked first among national payers as “easiest to do business
with” for doctors and hospitals. Specifically, athenahealth found Humana to have the

lowest “denial rate” among all major payers. In contrast, the government’s Medicare Part
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B ranked fifth. Humana also was ranked as the fastest payer to physicians. Medicare
Part B again ranked fifth.

Turning now to our coverage determination process, Humana’s process is based
on the benefits and provisions defined in a member’s certificate of coverage. In that
certificate is a list of services or requests that must meet certain evidence-based clinical
protocols. In most cases, we have a specific coverage policy that determines Humana's
threshold or criteria to cover a particular service. Our coverage policies are posted on our
website. Services for which we require prior authorization are also posted on our
website. Providers receive a minimum of 90 days’ notice of any changes.

Development Of Clinical Policies

In developing clinical policies, our clinical team researches and analyzes new and
emerging technologies. Our Medical Pipeline infrastructure at Humana ensures that
clinical, financial and other non-clinical considerations are forecast for new and emerging
medical technologies and procedures. We rely on a number of scientific publications,
governmental information and other relevant, independent information in evaluating our
clinical protocols. Our medical and clinical teams compile all relevant information to
respond to changes in innovation that may require coverage decisions to change.

Through the systematic collection of data, analysis of the information and
tracking of future health technologies, Medical Pipeline builds a robust foundation to
forecast changes in new products, therapy and treatment regimes. Humana’s Technology
Assessment Forum (TAF), composed of board-certified Humana physicians, uses this
data to evaluate new products coming to the marketplace and to evaluate those products

that have a safety profile warning.
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We strongly support the development and dissemination of more information on
evidence-based medicine to providers, consumers and plans. Because medical
technology becomes more complex each day, having the right evidence-based medical
information is critical to defining, disseminating, and operationalizing decisions on best-
known methods in healthcare. Humana utilizes independent evidence-based technology
assessment organizations to help formulate its policy decisions. We incorporate that
information into Humana’s processes for medical coverage policy (MCP) development.
Providing consumer-centric medical information to Humana’s members and their
physicians allows members to choose medically appropriate procedures that will improve
their health and healthcare outcomes.

Clinical evidence must permit conclusions to be made concerning the effect of
certain procedures and treatments on health outcomes. The evidence should consist of
well-designed and well-conducted investigations published in peer-reviewed medical
journals in the English language. The quality of the body of studies and the consistency
of the results are considered in evaluating the evidence.

Opinions and evaluations by national medical associations, consensus panels or
other technology evaluation bodies are evaluated according to the scientific quality of the
supporting evidence and rationale. Technologies and procedures under review must
ultimately have a beneficial effect on patients’ outcomes and that beneficial effect should
outweigh any known harmful effects on health outcomes. The improvement must be
attainable outside investigational settings. Additional information is also sought, as
necessary, from external experts and participating providers in an attempt to reach a final

conclusion.
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A Clinical Advisor (physician) within the Clinical Policy Department oversees
this process of conducting an evidence-based review of emerging technologies as well as
reviews and rates the overall peer-reviewed available literature. After final approval, the
MCPs are posted on Humana’s website for easy and immediate access for providers,
members, employers and associates.

Making Coverage Determinations

As previously discussed, a member's benefit plan document (certificate of
coverage) is the primary document that delineates what services are covered as well as
the member's personal financial obligation. There are select services that are covered if
they meet specific, evidence-based medical criteria developed and approved by
physicians. These medical criteria are entered into our clinical system such that a non-
physician at Humana can authorize a service requiring a medical criteria review based the
system-generated response. However, only a licensed, board-certified physician medical
director can issue a medical criterion denial. Medical directors also have authority to
determine that the issues in a case are unique such that exceptions to medical policy are
warranted, To the extent that a member disagrees with a decision, there are internal and
external processes to receive peer-to-peer input and manage grievances and appeals
according to state and federal regulations. Decisions can be appealed to an independent,
external review entity whose decision is binding on the plan.

In the end, our goal is to ensure that our benefits are being offered in compliance
with state and federal laws and regulations, and that the related MCPs are consistently

being applied.
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Feedback From Physicians On Our Administrative Processes

The Subcommittee has also asked for comment on physician response to our
administrative and clinical processes. Humana highly values its relationships with
physicians and hospitals. Positive relations with the provider community are essential for
Humana to create provider networks and meet its essential role in the health care system
of providing financial protection for our members, assuring access to employet-specific
and individual plan benefits, and providing guidance to our members as they access the
health care system.

First, Humana has endeavored to simplify and speed the process by which
providers’ claims are processed. As previously noted, Humana has been recognized by
athenahealth, and we have also been recognized by the Medical Group Management
Association (MGMAY) as the easiest national health plan for providers to work with. We
are a leader in administrative simplification, including claims payment and verification of
benefits which can be performed on-line. Humana is the first health plan to have real-
time claims adjudication (RTA) originating from the physician’s practice management
system, so that physician practices can know and process Humana’s payment and the
member responsibility at the time the member receives medical services in the
physician’s office.

We are driving efficiencies to reduce administrative work that we believe can
have a dramatically favorable impact in the industry. For example, with RTA, providers
have the opportunity to submit claims in real time and receive the completed response
within seconds. Along with RTA, innovative Humana tools and services include
Availity, a multi-use, multi-payor electronic data exchange which I will discuss later, and

the Humanadccess Visa Debit Card.
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Humana is working on these and similar standardization efforts with national
provider organizations like the Medical Group Management Association (MGMA), the
Healtheare Financing Management Association (HFMA), the American Medical
Association (AMA) and the American Medical Group Association (AMGA). Our goal is
to be a collaborative partner in advancing administrative simplification and multi-payer
solutions in the industry. Examples of initiatives Humana supports include:

o Project SwipeIT: Humana is a leading supporter of this important
MGMA initiative with the goal of industry-wide standardized patient
identification card acceptance by the 2010 plan year. We were the first
plan to publicly pledge support of Project SwipelT.

+ Healthcare Administrative Simplification Coalition (HASC): Humana
is an active member of HASC and supports its goal of making healthcare
operate more efficiently and effectively through the implementation of
administrative simplification strategies that reduce unnecessary healthcare
costs.

s CAQH; We fully support the Council for Affordable Quality Healthcare
(CAQH), a catalyst for industry collaboration on initiatives that simplify
healthcare administration. Examples of CAQH initiatives Humana
supports (also supported by the HASC) include:

o The requirement of Universal Provider Datasource™ (UPD)
credentialing for contracted providers, as well as the use of the
UPD for primary data collection.

o Encouragement of health plans and PBMs to provide real-time,
patient-specific formulary access into e-prescribing functionality.

o Encouragement of EHR vendors to support SureSripts-RxHub
capabilities in their products.

o Humana is a founding and certified member of the Committee on
Operating Rules for Information Exchange (CORE) launched by
CAQH to create an all-payer solution that enables provider access
to patient insurance information before or at the time of service,
with providers using the electronic system of their choice.

e  AMA “Cure the Claims” Campaign: Humana is an active supporter of
the AMA campaign to make claims processing more cost-effective and
transparent, Humana is working with the AMA to understand how we can
improve our claims performance in relation to_their new National Health
Insurer Report Card that provides objective information on claim payment
timeliness, transparency and accuracy of claims processing by health
insurance companies. Based on a random-sample pulled from more than 5
million electronically-billed services, the report card provides an in-depth
fook at the claims processing performance of Medicare and seven national
commercial health insurers. In the 2009 Cure the Claims results, Humana
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had the highest contracted fee schedule match rate and the lowest
percentage of edited claim lines reduced to $0 of all major payers.
Humana also had a significantly lower rate of claim lines denied than
Medicare.

Engaging Physician Groups In Clinical Policy Development

In developing Humana’s medical policies, including assessment of new
technologies, Humana works closely with many leading medical professional societies.
For example, Humana worked recently with the American Academy of Pediatrics on the
development and dissemination of immunization protocols. As effective medical practice
evolves at an ever-increasing pace, the professional societies are best positioned to assist
us with the implementation of these types of medical policies.

Supporting Members with Actionable Information

We also have been at the forefront of the development of tools to assist members
to obtain vital information as they access care. We have worked closely with the medical
community to ensure that the information we provide to our members is accurate and
consistent with medical standards—whether it is through web-based tools, telephonic
reminders to secure preventive services, or telephone interactions with a member of one
of Humana’s teams of nurses that interact with members. Humana includes on its
website the consumer tool from the American Academy of Family Physicians,
FamilyDoctor.org, including the “questions to ask your doctor” that the Academy
developed.

Humana’s comprehensive tools to help members in the selection of their
physicians have been developed with the valuable input of many local, state and national
medical organizations. We have used physician focus group meetings to assess the value
of these tools at localities in Texas, Wisconsin, Ohio, Kentucky and Kansas as examples.

We also have incorporated the input of the American College of Physicians, the

9
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American Academy of Family Physicians, the American College of Surgeons, and the
American Academy of Pediatrics in developing these tools. In addition, for the past four
years, Humana has convened a Physician Advisory Committee, appointed jointly by
Humana and by counsel for physicians, which meets semi-annually to discuss issues of
joint interest between physicians and Humana.
Care Coordination

Humana actively has pursued methods to coordinate delivery of services for the
five percent of Humana’s commercial membership who consume almost half of health
care costs because of the existence of complex or chronic medical conditions. This
mirrors the experience reported by the federal Agency for Healthcare Research and
Quality (AHRQ). Due to these conditions, most of these individuals have multiple
physicians. Humana’s case managers and personal nurses work to coordinate patients’
care. At the conclusion of a time of hospitalization of members with serious conditions, a
Humana nurse meets with the member to make sure that the individual knows about
discharge medications, appointments, and therapies so that continuity of care takes place
smoothly after discharge. These steps lead to significantly improved health outcomes,
and also can help avoid an unplanned readmission to the hospital.

Support Services For Physician Offices

Because Humana reéognizes the wide variation in clinical practice, we know we
must develop clinical support programs that meet individual physician office needs.
More than fifty percent of Americans receive health care services from clinical practices
with five or fewer doctors. Smaller practices tend to have limited technology availability

and have needs that differ from a large multi-specialty practice. We are working with

10
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input from physicians and MGMA in developing systems approaches to further support
the variety of clinical practices.

Humana has “learning labs” programs in Florida and Kentucky for small practices
to help them learn about the value, accuracy, and speed that e-tools, such as the
aforementioned e-prescribing and payer-based electronic health records, can bring to
patient care.

For medium-sized practices, Humana has developed a Model Practice program
designed to help physicians become comfortable with reporting quality measures for their
patients.

With larger, more sophisticated, group practices, Humana has assisted with the
formation of Medical Homes, which enhances coordination of care. Currently some
17,000 Humana members receive care coordinated through medical homes located in
Atlanta, Cincinnati, Florida and Denver. Within a year we expect over 50,000 Humana
members to receive care in a Medical Home.

Humana is also working on a project with Dartmouth and The Brookings
Institution involving a large, integrated health system to pilot an Accountable Care
Organization (ACO) that we expect to be operational in 2010. This pilot is among the
first such projects on a commercial health insurance platform. The goal of the ACO is to
improve quality while lowering costs for a population of patients.

Quality Improvement Efforts

Our activities also have focused on guality improvement. Humana has been an
active participant in the development of standardized, national quality measures through
its involvement with the American Medical Association’s Physician Consortium for

Performance Improvement (AMA-PCPI) and with the Ambulatory Quality Alliance
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(AQA). Humana has focused on 19 current quality measures developed by these
organizations that involve common conditions for which physician organizations have
recognized that there is a wide variation in adherence. These measures, which are all
AQA and National Quality Forum-endorsed, represent the clinical areas of diabetes,
asthma, cardiac conditions and preventive health. In fact, the AMA has sought Humana’s
assistance with its own quality improvement programs.

Nationally, one of the leading causes of hospitalization and illness relates to
inappropriate medication use, Many factors cause this, ranging from drug interactions to
patients’ misunderstandings of their medications, to multiple prescribers unaware of other‘
drugs the patient may be taking. Humana is working with local medical societies on
many of these fronts. In Harris County (Houston) Texas, Humana is part of the Medical
Society’s efforts to help physicians with their prescribing to diverse cultures. In
Louisville, Kentucky, Humana has provided information on prescribing patterns to the
Jefferson County Medical Society for its patient safety program. Additionally, Humana’s
pharmacy programs provide point-of-sale alerts to patients and to doctors where
prescriptions may be likely to cause drug interactions.

Government Oversight Of Administrative Processes

The Subcommittee also requested that we attempt to put into context anecdotes
that purport to represent claim denials, deferrals and policy rescissions by insurers and
the adequacy of government oversight of these activities.

With respect to denials, there are a number of reasons why a claim may be denied.
The most common reason is that it is a duplicate or miscoded claim. Other reasons
include a service or device which is not covered under the policy purchased by or on

behalf of the member, for example, experimental treatment or treatment for cosmetic,
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rather than therapeutic purposes. A denial may also occur because it appears not to have
been medically necessary. Our decisions are subject to an internal, government-
prescribed grievance and appeal process. If a member is not satisfied with the decision,
the member has access to an independent, external review organization whose decision is
binding on our plan.

As for rescissions, we would note, as I discussed earlier, that Humana has
strongly supported guaranteed-issue of health plans with no pre-existing condition
requirements or health status rating in concert with a personal requirement for coverage.
With these requirements, coverage becomes more affordable and the issue of rescissions
will no longer exist. Humana has both an internal appeal process for rescission decisions
and has contracted with an external review organization to provide a final level of
independent, outside review. The decision of this entity is binding on our plan.

Finally, with respect to government oversight of plan practices, we would invite
you to review the “Summary of Health Insurance Plan Regulation” developed by
America’s Health Insurance Plans (AHIP) (Exhibit I). 1t summarizes the scope and scale
of state and federal regulations governing every aspect of our business, from the methods
by which we price our products to what benefits are offered, to grievance and appeal
processes and other consumer protections, to the substantial reserves that must be set
aside to protect policyholders against insurer insolvency. These requirements set
standards for claims processing, including denials and pended claims, and for processing
coverage requests. We are dedicated to compliance with these laws and regulations and
expend substantial resources each year on compliance, including funds expended for

training, compliance programs and internal audits.
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Plan Innovations In Administrative Simplification And Transparency

As 1 stated at the beginning of this testimony, Humana has worked diligently over
the past few years not only in advocating for health insurance reform, but also in working
actively to make it happen. In so doing we’ve partnered closely with the hospitals and
physicians who care for our members, and with our members themselves. For the sake of
brevity, I'll offer just two among many examples — the first involving medical providers,
and the second involving transparency and actionable information for our members.

First, through Availity which I mentioned eatlier, the industry-leading, multi-
payer, multiuse electronic medical provider information exchange that we co-founded in
2001 with Blue Cross Blue Shield of Florida, we’ve shown the way to fulfill the
President’s call for a workable healthcare IT superhighway, with attendant
standardization, speed, accuracy, transparency, and significant cost savings. Today,
across the country, over 50,000 physicians, 1,000 hospitals, 100 million members,
100,000 employers, 150 direct public/private health plans, 1,150 indirect public/private
plans connect and/or access Availity, resulting in 600 million transactions projected this
vear. There are no charges to providers to use Availity’s services.

Availity has digitized most of the frustrating, hassle-riddled and non-standardized
administrative processes that providers have endured from payers over the years. It
serves as a claims clearinghouse with real-time transactions in the areas of eligibility and
benefits, claims submission and status, remittances, authorizations and referral
submission and inquiry. Its CardRead function allows for member ID card processing
and its financial solutions include CareCostEstimator, allowing for real-time patient
responsibility estimation and CareCollect, which uses a combination of ID card,

debit/credit card and check processing. Availity’s clinical solutions include the
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CareProfile, a real-time electronic health record, and CarePrescribe for new, refill and
renewal prescriptions.

In terms of streamlined, cost-saving interactions with health plans as well as
improved patient safety, a study of doctors who use the Availity CareProfile electronic
payer-based health record show a three- to six-minute reduction in patient intake and
assessment time, adding critical efficiency to the system while giving physicians critical
clinical information about their patients. Providers who use Availity regularly have
reduced their phone call interactions with plans by more than ten (10) percent in the first
ten (10) months. At a cost of $1.38-$2.70 per call, industry-wide savings can be
exponential. And, Availity’s CarePrescribe has been shown to reduce preventable
adverse drug events by sixty-one (61) percent.

Finally, the State of Florida’s Agency for Health Care Administration uses
Availity as a health information exchange and health record with its Medicaid program.
In addition, the Commonwealth of Virginia has contracted with Availity for its Virginia
Health Exchange Network to develop a public/private portal for the state. And,
America’s Health Insurance Plans selected Availity for a multi-payer portal proof-of-
concept in Ohio.

Second, through our SmartSummary member benefits statements (Exhibit #2),
we have brought to our members cost transparency, clinical information and innovative
ways our members can maximize their benefits. Launched in 2004, these personalized
statements reach 10 million Humana members every quarter, helping them save money,

better understand how to use their benefits, and find ways to improve their health.
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Conclusion

Mr. Chairman, in closing, let me say that at Humana, we continue to work closely
with the Administration and with Congress to increase the likelihood that measures
designed to solve the most significant problems in our nation’s healthcare system — the
rising costs of care associated with obesity and other chronic conditions, the lack of
interconnected electronic systems and coordinated care, and the unsustainability of
greater-than-CPI annual increases in health care costs — become the focal points for
national health reform efforts.

Humana continually strives to operate our company honorably, in conformance
with best practices, statutory and regulatory requirements, and through innovations
designed to improve the health of Americans. We are proud of our leadership role in
calling for comprehensive health care reform which results in coverage for all of our
citizens. We remain committed to reform that brings everyone into the system,
guarantees access, and provides help to those who cannot afford coverage.

Thank you.
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Mr. KuciNICH. The Chair recognizes Mr. Richards. You may pro-
ceed for 5 minutes. Thank you.

STATEMENT OF THOMAS RICHARDS

Mr. RiCHARDS. Chairman Kucinich, Ranking Member dJordan,
and members of the subcommittee, I appreciate the opportunity to
address the subcommittee and to discuss the issues raised in your
letter to Mr. Hamm on August 26th.

My name is Tom Richards. I am the senior vice president of
Product for CIGNA Corp., which is based in Philadelphia.

At the outset, I want to emphasize, on behalf of the 26,000
CIGNA employees, that we support health care reform that pro-
vides security, affordability, and stability for all Americans. We be-
lieve such a goal is achievable by strengthening the current system
to include both a personal coverage requirement and a helping
hand for those who can’t afford coverage.

We support guaranteed coverage for everyone and no exclusion
for any pre-existing condition. We support reforms in the way pre-
miums are calculated, without taking into consideration health sta-
tus or gender. We support providing subsidies to individuals who
have difficulty affording health insurance, including subsidies to
small businesses. We support administrative standardization and
simplification. We support a focus on health and wellness. Further,
we support the establishment of exchanges to provide a choice of
plan options for all Americans. We also support reimbursement re-
forms to the current fee-for-service delivery system.

It’s also important to understand CIGNA’s role in health care.
While we have some insurance business, nearly 80 percent of
CIGNA'’s health care business is administrative services only. This
means we administer the programs for employers in accordance
with their policies and pay claims for them. It is not risk-based, as
would be traditional insurance. These employers are self-insuring,
and the claim payments come out of their employer funds. There
is no financial incentive for our employees to accept or deny claims.

At CIGNA, in 2008, 89 cents of each premium dollar was spent
on medical care. Our support for reform is aligned with what we
stand for as a company. Our mission is to improve the health, well-
being, and sense of security of the customers we serve.

Our results demonstrate our focus on health improvement. Com-
petitive data from NCQA’s 2008 State of Health Care Quality Re-
port shows this difference. Against a baseline of standard care pro-
vided by doctors and hospitals in a fee-for-service unmanaged situ-
ation, we have better results. If you turn to figure 1 on page 4 of
my written testimony, you will see a chart that reflects these re-
sults.

All of our coverage policies follow best practices and are evi-
dence-based, which means they’re based on the most recently pub-
lished scientific evidence. We consider safety and effectiveness. It’s
important to note that cost is not a factor unless there are multiple
items or services with equivalent safety and effectiveness.

We are very proud to employ over 3,000 clinicians. These doctors
and nurses make decisions about clinical policy, review medical ne-
cessity, and advocate for individuals. They make the system easier
to understand. They help our customers navigate the health care
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system when they need help, and they literally save lives. We've
included the words of several of these individuals in our written
testimony telling you how we have helped them.

In 2008, CIGNA processed approximately 91 million claims for
payment. More than 90 million of these claims were paid without
question. I call your attention to figure 2 on page 10 of the written
testimony. Of the approximately 1 million claims that did require
prior authorization, all but 0.80 percent were approved on initial
review. What that means is at CIGNA more than 99.9 percent of
the time the person received the care that the doctor recommended
and the services were covered.

At CIGNA, all medical coverage decisions are made by doctors
and nurses; and, ultimately, the chief medical officer is responsible
for all coverage decisions. We recognize the doctor-patient relation-
ship is critical and do everything we can to enhance it. Let me cite
just a few examples.

First, CIGNA is simplifying and reducing administrative com-
plexities from payment methodologies and claim process to problem
resolution and education.

Second, CIGNA’s further innovating our payment methodologies.
An example of this is CIGNA’s patient-centered medical home ini-
tiative, such as the one we have with Dartmouth-Hitchcock, New
Hampshire. Our joint goal is to improve patient access, continuity,
and coordination of care, quality of care for patients, and lower
medical costs for everyone.

At CIGNA, we focus on helping people improve their health. We
believe the health care is a shared responsibility of the individual,
the private sector, the medical community, and the Government.
Such a shared responsibility is right for individuals, families, and
the country as a whole. We look forward to how we can work to-
gether to improve the health and wellness and quality of care for
all Americans.

Mr. Chairman, this concludes my remarks.

Mr. KuciNicH. Thank you very much, Mr. Richards.

[The prepared statement of Mr. Richards follows:]
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Written Testimony
of
Tom Richards
Senior Vice President, Product Delivery

Domestic Policy Subcommittee
Oversight and Government Reform Committee

Thursday, September 17, 2009
2154 Rayburn HOB
2:00 p.m.

“Between You and Your Doctor: the Private Health Insurance Bureaucracy.”

Chairman Kugcinich, Ranking Member Jordan, and all Members of the Domestic Policy
Subcommittee of the Oversight and Government Reform Committee, | ask that the

following written testimony be submitted for the record.

Health Care Reform Background

Before | begin, Mr. Chairman, let me be clear, CIGNA supports health care reform that
provides security and stability for all Americans and we believe such a goal is achievable
by strengthening the current system to include both a personal coverage requirement
and a helping hand for those who can't afford coverage. We support and joined with
others in our industry nearly a year ago to recommend insurance market reforms.
Among other things, we support guaranteed coverage for everyone and no exclusion for
any pre-existing condition. We support reforms in the way premiums are calculated,
without taking into consideration health status or gender. We support providing subsidies
to individuals who have difficulty affording health insurance, including subsidies to small
businesses. We support standardization of applications, forms, and administrative
simplification of the process. We support the focus on health and weliness. Further,

while the details are difficult, we support the establishment of exchanges to provide a
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choice of plan options for all Americans. We also support reforms to the way health care
professionals and facifities are reimbursed under the current fee for service delivery

system.

While these and other changes are critical to reducing the cost of heaith care in this
country, at CIGNA we focus not just on paying claims but, most important, on what we
believe the ultimate goal of health care reform should be — improving the health and

wellness of our customers.

CIGNA's Business

CIGNA is a global company. Our business provides an integrated suite of medical,
dental, behavioral health, pharmacy and vision care benefits, as well as group life,
accident and disability insurance, to more than 46 million people throughout the United

States and around the world.

Most people do not appreciate CIGNA’s valuable role in the process of health care.
While we have some insurance business, nearly 80% of CIGNA's health care business
is an administrative service only (ASQ) business. This means it is not a risk-based
business, as would be a traditional insurance business. Employers pay us to administer
the programs in accordance with their plan policies and pay claims for the employer from
an employer bank account. The Employer holds the risk. There is NO financial

incentive to our employees to accept or deny claims.

As such, CIGNA strives every day to lower our administrative costs and our operating
expenses — it is simply good business. We have taken action to become more efficient

and have a strong record in this respect. In 2008, $.89 of each premium dollar (or
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premium equivalent for ASO business) was spent on medical care — and this figure has

increased every year since 2005.

Focus on Health Improvement

CIGNA embarked on a new mission three years ago — one that focuses on helping
individuals improve their health, well being, and sense of security. While we pay for sick
care, we also help people recover from iliness faster, and more importantly, we help
people stay healthy in the first place. We do this through analysis, collaboration, and
advocacy. We use predictive models to identify when people are at risk and then
provide valuable information to both the individual and his or her health care professional
to facilitate better quality care. This helps individuals improve their quality of life, and it
has the added benefit of reducing their out-of-pocket expenses and reducing their

employers’ health care cost.

Cur efforts are reflected in every aspect of our business — policies, products, our clinical
staff, case workers, service representatives, and how we serve our customers and
clients. Our mission guides our actions and decisions, but what really matters is the

outcome.

Our own results support the focus on health improvement. As a result of helping
individuals, comparative data from the National Committee for Quality Assurance’s
(NCQA’s) 2008 State of Health Care Quality Report shows the difference. The baseline
is the standard care by doctors and hospitals in a fee-for-service unmanaged situation.

As a health service company, we have better results.
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Delivery of Care through CIGNA's Programs Exceeds
Standard Fee For Service

Carvical Cancer
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Figure 1

For example, CIGNA's rate of screening for colorectal cancer is 13.3% higher than in the
typical fee-for-service situation —~ which translates to 120,002 more individuals who
received colorectal cancer screening. And, as we know, colorectal cancer is the third
most common cancer and the second leading cause of cancer-related deaths among
men and women in the United States. Screening and early detection is critical to

survival.

CIGNA has a rate of 83.3% for cervical cancer screening, 7.9% higher than in the typical
situation. This means 83,874 more people received the screening than would have
without CIGNA’s emphasis on welliness. Cervical cancer is the second most common
cancer worldwide and the third leading cause of cancer-related death. It is preventable

and treatable. We have made such prevention and treatment a priority.
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Childhood immunizations are the safest, most effective way to protect children from a
whole variety of serious — and deadly — diseases. CIGNA's rate of 79.3% for children
receiving all recommended vaccines is 16.4 percentage points higher than non-NCQA
Accredited Plans. This means 9,186 more children are immunized against serious

childhood diseases than would be without our program.

Heart disease is the number one killer in the United States. Our LDL cholesterol
screening is 6.2% higher, which translates to 3,077 more of our customers being
screened than would be without our work. Screening is the first step to preventing this

killer from striking.

Screening for these and many more deadly conditions is a first step. Then our chronic
care team comes in to help people manage their conditions, lowering future risk or
maintaining acceptable levels to improve their health and quality of life — such as with

diabetes or cardiovascular condition care.

Collaboration with Physicians is Critical

We cannot accomplish our mission alone. To be effective, a critical linkage is the
relationship between doctors and their patients — our customers. At CIGNA, we
recognize this relationship and recognize the physician is most often the most trusted
expert and, thus, has significant influence on the individual. To influence individuals to
participate in improving their own health is imperative to improving health in this country.
Enhancing the doctor-patient relationship is fundamental and we not only look for but

create opportunities to do just that. We recognize that success will be maximized
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through collaboration with heaith care professionals. That is one reason we work hard to

try to help physicians reduce their administrative costs.

To understand how to best work with health care professionals, we listen. We do this
through our annual physician survey. We hold face-to-face interviews with over 50
hospitals and physician practices each year. CIGNA also established a National
Healthcare Advisory Council earlier this year. As a result, we have rich data from
thousands of physicians on how we can lower administrative costs and how we can work

together more effectively to improve the quality of care.

First, we are simplifying and reducing administrative costs and complexities so doctors
can focus on their patients instead of paperwork. We have initiatives for everything from
payment methodologies, to claim processing, problem resolution, communication, and
education. Since 2006, CIGNA has invested over $25 million to create new and

enhanced solutions for health care professionals’ needs.

Second, CIGNA is starting to pay for quality not quantity and we provide actionable

information that helps physicians determine the best course of treatment.

CIGNA believes this investment is critical because the relationship between our
customer and his or her doctor is critical. As already stated, at CIGNA we understand
the physician is often our customer's most trusted expert. To increase our customers’

quality of health, it is imperative that we enhance the doctor-patient relationship.

An example is our Patient-Centered Medical Home pilot program. CIGNA is conducting

pilots in Colorado, Connecticut, New Hampshire, Pennsylvania, Texas and Vermont.
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Specifically, in New Hampshire, the Patient-Centered Medical Home initiative we are
conducting is with Dartmouth-Hitchcock ~ the hospital, clinical and research facilities for
Dartmouth Medical School. Qur joint goal is to pay for and improve coordination of care
through a comprehensive, accountable, and collaborative approach. The resultis to
improve patient access, continuity and coordination of care, quality of care for patients,
and lower medical costs for everyone. In a patient-centered medical home model of
care, the primary care physician is responsible for monitoring and coordinating all
aspects of an individual’'s medical care. In the Dartmouth program, patients — especially
those with chronic iliness or ongoing medical needs — have access to enhanced care
coordination, communications, appointment availability and education to help them
navigate the health care system. Individuals simply keep or select one of the primary
care physicians participating in the program — they do not have to change their primary
care doctor and there is no change in any benefit plans or authorization requirements.

Ultimately, this collaboration will strengthen the doctor-patient relationship.

But rather than talk about what we are doing, let me share a quote from Dr. Barbara
Wallters, Senior Medical Director with Dartmouth-Hitchcock:
“In our clinical collaboration with CIGNA, we get information from CIGNA
that our physicians do not have. This information helps us work more
effectively with people who are living real lives, and doing real things. We
do this in urban communities, small communities and large communities
and we think this is what advanced primary-care practice is all about.
The doctors love it; it takes away the burden of the paperwork and they
get a patient who is ready to talk to them. The nurses love it; they're being
able to practice nursing the way they want to practice it and what they

went to nursing schoot for. And patients love it; they say 'oh, my gosh,
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you called me, 1 didn't have to call you.' | have seen how this program is
making a difference for people by improving care. Our partnership with
CIGNA to pilot the patient-centered medical home program is an example
of our ongoing mission at work — to achieve the healthiest population by
providing each person with the best care, at the right time, every time.
Our organizations are working together to set the standard for this new

model of patient care."

Our program to alert doctors of patient gaps in care is another way we try to enhance the
doctor-patient relationship and medical outcomes by averting problems before they

arise.

We also believe that safety and quality will greatly increase with universal adoption of
electronic health records. To that end, we look forward to working with the Department
of Health and Human Services in the implementation of the information technology

provisions of the American Recovery and Reinvestment Act.

Coverage Policy and Action

One thing should be crystal clear —we do NOT éonsider costs in establishing coverage
policy or in our decisions to provide access to care. CIGNA's coverage policies and
determinations are all made by clinicians and are all based on the most recently
published scientific evidence. We consider both the safety and the effectiveness of
health care procedures, treatments, devices, drugs, and diagnostic tests. The only time
cost even arises in coverage policy determinations is when there are multiple items or
services with equivalent safety and effectiveness. For example, if there are two drugs

that are equivalent in terms of safety and effectiveness, the patient has the same access
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to both, but the specific benefit plan may give the patient a choice to pay a higher out of
pocket payment {(coinsurance) for the higher cost drug. Our 580 medical and pharmacy
coverage policies are targeted to health care professionals (and often specialists), and

they are transparent and readily available to everyone through our public web site.

CIGNA employs over 3,000 clinicians. It is these clinicians - no one else — who make
decisions about clinical policy, review medical necessity, and advocate for individuals.
These highly trained doctors, nurses, behavioral specialists, and health coaches spend
their days listening, advising, helping people make behavioral and lifestyle changes,
helping our customers manage acute and chronic diseases, making coverage
determinations, and maximizing their health benefits. They make the system easier to
understand, they navigate when our customers need the help, they find resources, they
make the decisions and lives easier for thousands of people each year, and they literally

save lives.

The question of who makes coverage decisions is important. At CIGNA, only clinicians
write coverage policies and only clinicians make individual determinations. The
physicians and specialists are all board-certified and they make coverage determinations

and review all appeals.

Furthermore, no clinicians receive financial incentives or are rewarded for denying
claims, as is sometimes alleged. Ultimately, the authority for coverage decisions rests
not with the CEQ, COO, or CFO, but with the Chief Medical Officer. CIGNA's Chief
Medical Officer is Jeffrey Kang, MD. Dr. Kang is an internist and geriatrician and
practiced for 10 years in a not-for-profit group practice. His career began as the

Executive Director of the Urban Medical Group, a non-profit, private group practice
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specializing in the care of the fraif elderly and disabled. From 1995-2002, he worked for

the federal government as the Chief Medical Officer for the Centers for Medicare and

Medicaid Services (CMS). In addition to his position at CIGNA, he is currently a Board

member of the eHealth Initiative, based in Washington, D.C., and serves on the Institute

of Medicine’'s Committee on National Health Care Quality and Disparities.

Finally, in 2008, CIGNA processed approximately 91 million claims for payment. More

than 90 million of those claims did not require prior authorization. Of the 1% of claims on

Total eligite claims considesed for payment in 2008

which CIGNA
required prior
authorization, all but
0.08% were approved
upon our initial
review. That means
that, nationally, more
than 99.9% of the
time the person
received the care the
doctor recommended
and the services were
covered with no need

for any kind of appeal.

Figure 2: 99.9% of the time the person received the care the doctor recommended

10
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Claims Policy

Once covered and after the person has already received the recommended care, CIGNA
épends time and energy ensuring claims are reimbursed appropriately and accurately,
while minimizing fraud and abuse. in fact, in 2008 CIGNA removed over $250 million in
fraud and abuse claims from the system, which included items such as double billing,

unbundling of services, correcting coding, and, in some cases, actual fraud.

To summarize:

e Our coverage policies are evidence-based, transparent, and do not consider costs
except where there are two items or services which are equivalent in terms of safety
and effectiveness.

+  Over 99.9% of the claims are covered and people are receiving the services that the
doctor recommended.

« Our vigilance in minimizing fraud and abuse helps ensure affordable care, consistent

with our mission.

Deferral and Rescissions

Our business that serves the individual market is quite small, less than 1% of our health
care customers. In fact, we have had no rescissions year-to-date for 2009. Year-to-date
2009 we have had 11.7% deferrals for individuals who did not meet current, commonly

accepted medical underwriting assessment criteria.

CIGNA supports the aim for affordable quality health care coverage for all Americans.
When everyone is required to have health coverage, as | said at the outset, we support a
policy of no deferrals for pre-existing conditions, health status, or gender, and we commit

to no rescission of coverage except in the case of fraud.

11
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Improving Outcomes

Often our nurses are in a position to significantly help an individual through a crisis.
Their ability to step into a difficult situation and help the individual understand his or her
options and navigate the complexities of the health care system is invaluable. We take
great pride and satisfaction in knowing that we have and will continue to help improve

people’s quality of life.

We currently have an innovative pilot running that is designed to provide advice to
customers who need diagnostic testing. A proactive call from us not only can serve as a
prior authorization, but becomes consultative as we help customers find the service they
need. For example, a customer needing an MRI can be referred to a facility, as part of
the prior authorization process, based on a location closer to work or home, business or
off-business hour availability, or other factors important to him or her. As a result, we
are also able to help find a location with high quality and lower cost, since prices and
quality vary significantly depending on the facility delivering the diagnostic medical

service,

Here is just one of the illustrative stories that come into our offices daily from customers
who found the service they received fo be exceptional. This comes from customer

Stephanie Ellis, a mother in North Carolina:

“Personal experiences can speak volumes regarding a situation. Our family’s

experience with case management has been tremendously positive and one that

is worth sharing to promote the worth of such programming.

12
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“We were afforded the opportunity to work with a quality case manager when our
son Braxton was born. He was diagnosed at two days old with Citrullinemia, a
Urea Cycle Disorder. !t was then determined that to resolve Citrullinemia issues
the appropriate medical treatment was a liver transplant. From the mention of
such a need, Cigna resourced us fo a specialty case management group and
from that point on our needs were met to the utmost level of care and expertise.
There was a trust-bond formed between our family and our case manager
immediately, with us depending on her to handle medical requests and answer
our questions. If the answer wasn’t known when a question was asked, it would
be found quickly and returned back to us personally. Cigna’s case management
group utitized numerous available resources to manage Braxton’s medical needs
superbly. There was obvious concern expressed for the patient’s outcome, not
the company’s bottom line. The delicate balancing of patient needs, policy
coverage, company responsibility, and ethical responsibility were managed
impeccably. Time after time we experienced an expression of genuine concern
for Braxton and our family that was well-evidenced through communication and
actions. These memories, like the numerous health crises Braxton has survived,
will last our lifetimes! We believe that case management had a direct link in the

positive transplant outcome experienced by Braxton and our family.

“Case management can be provided at multiple levels. Yet, high quality case
management is a vital link for patients fo utilize available resources inaccessible
otherwise. Such assistance fills gaps for individuals without the knowledge,
access, time, and/or emotional strength to handle insurance details and claims.
Furthermore, case managers function as outlets to answer questions that surface

after the provider is not available to the patient and family. Communication and

13
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connections within the insurance company among case managers also enables
best practices, management techniques and other pertinent information to be
shared. This in turn improves care provided for those insured/covered. Case
management takes the opportunity to improve patient care in specialty areas via
analysis of data and action taken in critical situations to better serve clients in
future situations/need. This information is then disseminated among case
managers, who are experienced medical professionals, fo ensure patients and

families access and receive healthcare fo manage complex health situations.”

That is one mother's story. Other stories are included in the appendix at the end of this

written testimony.

Summary

The bottom line is that at CIGNA we believe in meaningful, sustainable health care
reform. We support many of the key principles of reform outlined by the President last
week before your Joint Session. We believe in affordable, quality health care for all
individuals. We look forward to and trust the debate will not lose focus on how we can
all work together to improve the health and weliness of, and quality of care for all
Americans. This can improve the lives of our citizens and sustainably lower costs for
those individuals, the employers who provide them with access to health care, and the

country as a whole.

At CIGNA we are continuously looking for ways to improve our own operations from an
effectiveness, quality, and cost perspective, and that includes helping however we can to
enhance the doctor-patient relationship. It makes sense for the outcomes we hope to

affect and is a large part of how we are able to fulfili our promise to help individuals

14
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improve their health, well being, and sense of security. This is our mission. ltis at the
heart of our actions and decisions and at the forefront of the thinking of our people and

the health care professionals with whom we partner.

15



84
Appendix

Customer Letters

Cocoa, FL
July 10, 2009
Ms. Rebecca
4100 International Parkway
Suite 1010
Carrolton, TX 75007
Dear Ms.

k]

This letter is to inform you what an invaluable source of support and comfort

your nurse case manager, Ms, Irs “was to my husband and T during
his illness and subsequent death.

My husband was diagnosed with pancreatic cancer in September of 2008 and
died on March . During this most difficult time s was always available to
answer any questions or concemns that we had.  She also was able to co-
otdinate care between the insurance company and the doctors. The nurse at
our physician’s office said she wished all of her patients has someone like Itis.

My hope is that you will continue to provide this wonderful service and that
all of your nurse case managers are as efficient and empathic as Iris.

Sincerely,

Barbara

16
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July 6, 2009

Rebecca

Cigna

4100 International Parkway
Suite 1010

Carrollton, TX 75007

Dear Ms. .

I would like to take this opportunity to request that Carla. be recognized for her
knowledgeable, caring and professional manner in dealing with patients during difficult
times. She is willing and eager to step up and fight for the best treatments for the patient.
In my case. this meant getting approval for a cancer drug that has been on the market for
only & short time. I was able to start treatment in a timely manner, for which 1 am very
thankful to Carla and her hard work which made this possible. She is always eager to
help and I fee! that she genuinely has the patient’s best interests at heart. Because of her

efforts, 1 have been able to focus on getting better and being an inspiration to others in
similar situations.

[ would like Carla to be considered for the Cigna Champion Award as I feel her
compassion and dedication to patient care is an example for others to follow.

Sincerely,

Robert
D: W
Corp.
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Hi Liz:

I want to personally thank you from the bottom of my heart. For making me feel
like more than a "case number” from the time | met you on the phone at 20
weeks pregnant, | new you were special. You fought for me, my patient rights,
for 19 weeks! With the doctors, pharmacy and whoever threatened the well
being of me and my unborn child. You enrolled me in the high risk program
which would make sure | received progesterone shots, this helped me to make it
to 39 weeks for the first time without contractions! You also saw to it that my
gestational diabetes was under control AND when my AFP results were high you
had me in such good hands that | did not panic. At44 years old no one thought it
was a good idea for me to get pregnant, and further that | could have healthy
child.

Where there times when | wanted to give up? Absolutely! But you were so
positive and caring that | didnt give up. Many times you calied me and | was just
about to give up but your phone call and caring voice gave me the courage to
hang in there. It was like heaven sent me an Angel named LIZ. | will also let my
daughter know about you, everytime she looks at the Mommie Files. (smile)

Well, before | start crying, let me give you a picture of our little angel. She was
7ibs 10 oz, and | named her ™ " which means "Purpose from God". Also
there are two pictures of me, when | was 9 months pregnant and how | normally
look without being pregnant. (smile)

CIGNA is so lucky to have RN case manager like you. In my heart | wish | could
send you flowers or a gift, even though you wont let me! So I'll just say heartfelt
THANK YOU A MILLION TIMES.

Take Care, Love always, WE Will always remember you!

Darlene

18
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Please allow me to express my family's appreciation and praise for one of your
employees. Connig , my daughter's Nurse Case manager, is the epitome of
competence, efficiency, and conscientious perseverance.

Our daughter was bor with a condition which has resulled in lifelong medical issues.
From October 2008 through February 2009 she experienced the most serious medical
crises of her life, the consequences of which are still with us.

Connie’s constant avallability to us has been instrumental to our very survival during this
stressful fime. She has and continues fo insure that {our daughler] gets what she needs
without unnecessary complications or delays.

With all the negative PR regarding health insurance companies and their reputed
negafive impact on health care, | personally feel very blessed and grateful to have
CIGNA as my family's insurer.

If anyone has ever deserved special recogniion for outstanding service, it is Connie

. She definitely goes far above and beyond the call of duty for us as, | am sure,
she does for all her clients,
Sincerely yours,

Elizabeth -

19
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My husband, Mike , had a hemorrhagic infarct Aprit , 2008 and the doctor told us to
give him a couple of days and pull the plug. If he lived, he would be shipped off and be a
vegetable the rest of his life. We chose to believe God for the impossible! Cigna made it
possible to receive outstanding coverage and care for the impossible! Thanks Cigna for
everything you covered during these past 15 months!!

| have received personal support from Maureen , Case Manager, for my husband
over the past 15 months. Maureen has always been very personable, always available,
an advocate for my husband concerning many difficult medical situations we have had to
face. As a result, my husband has always been well taken care of; and he has always
been at the right place at the right time! | don’t know of anyone quite like Maureen...she
has been such a source of help, support. She has always been very professional, and
could identify with my husband’s medical needs, and was also compassionate and
supportive to me.

i don't think | would have made it without the support of Maureen this past year! |
believe she played a big part in the progress of my husband’s health! She was my
husband’s biggest advocate, and as a result he is now home and is continuing to
progress.

| believe Maureen deserves to receive an award for Outstanding Employee of the

Year! | will never forget how she went the extra mile to fight for my husband, to make a

way when there seemed to be no way; in and out of hospitals for 5 months, in Assisted

Living , then in a Nursing Home for 5 months, and finally, we both saw the impossible

happen before our eyes....my husband came home, March , 2009! Thanks Maureen
! Never stop caring.....it really made the difference......

We will miss Cigna, because of Maureen |, and her personal support. Our coverage
will end this month, we had an extension through Cobra.

Sincerely,
Marilyn and Mike

Phoenix, AZ
Cell

20
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Health Care Provide Quotes

General feedback:

« "l think it's a good show of your resolve to come here and speak to us so that is well
appreciated. Just the opportunity to share this is not something a lot of companies
do in the industry so that is certainly a good sign of where you want to be.” (Source:
Provider Experience interview - health system in VT)

Revenue cycle improvements:
¢ "We submit a claim and it's paid within ten days."” (Source: Provider Experience
Interview - cardiovascular surgery practice)

e "We've tested Estimator with patients, and found that it can help reduce confusion
and the potential for late payment of medical bills and bad debt issues." (Source:
hospital system in Chicago)

Electronic Services:
* "On eServices, | can't think of anyone who does better than CIGNA." (Source:
Provider Experience interview - physician group in WA)

+ "CIGNA's web site is excellent ... it's saved lots of phone calls. All our facilities are
using it and are very happy." (Source: National Hospital System)

« "l have truly enjoyed the cost estimator. it saves me an enormous amount of time
and 1 do not have to guess what the allowable charges are. | wish all of my
insurance companies had the same option!!” (Source: Email from provider - podiatry
practice in TX)

» "The rehab does use the precert process and they absolutely love it. They said it

was so simple they couldn't believe it so they use that on a regular basis." (Source:
Medical Center in Vermont)

21
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Mr. KucINICH. The Chair recognizes Ms. Reitan. Thank you.
Please proceed for 5 minutes.

STATEMENT OF COLLEEN REITAN

Ms. REITAN. Good afternoon, Mr. Chairman, Ranking Member
Jordan, and members of the subcommittee. I'm Colleen Reitan. I
am the executive vice president and chief operating officer of
Health Care Service Corp. We are a mutual legal reserve corpora-
tion that does business as the BlueCross BlueShield plans in Illi-
nois, New Mexico, Oklahoma and Texas.

By way of background, HCSC is the largest customer-owned
health insurance company in the Nation. We are not investor-
owned. We are a customer-owned mutual. We have a work force of
more than 16,000 employees serving 12.3 million members through
our BlueCross plans in those four States. Our mission is to promote
the health and wellness of health care for our members and the
communities that we serve through accessible, cost-effective, high-
quality care.

Prior to joining HCSC in 2008, I was the president and chief op-
erating officer of BlueCross BlueShield in Minnesota, that State’s
largest health insurer. And they are a not-for-profit health plan. I
have 28 years of experience in the BlueCross system. The areas of
accountability I have with the HCSC is for management of our sub-
scriber services division which processes member claims and han-
dles health care inquiries. I'm also responsible for information tech-
nology, finance and actuarial functions.

We certainly recognize and share the public’s concern with the
current health care system. But fundamentally we believe in the
strength and the value of the American health care system. We be-
lieve that insurers like HCSC are uniquely positioned to help foster
and form improvements to the health care system. And we really
welcome the opportunity to serve in that role.

HCSC has been an advocate of health care reform. To that end,
we support the proposition that health insurance companies are re-
quired to offer coverage to all applicants regardless of their current
health status, coupled with a personal responsibility for all Ameri-
cans to obtain and maintain coverage.

Second, we support subsidies for those Americans who cannot af-
ford health care coverage.

Third, we support health and wellness initiatives that focus on
the prevention of chronic illness.

And finally, we support initiatives that promote effective care
and treatment and for information technologies that improve qual-
ity and provide value for every health care dollar.

We are pleased to share with the subcommittee some examples
of how HCSC has incorporated evidence-based approach into medi-
cal policy, into two key tenets that underpin the core values of our
company, and that of access and quality.

My written statement outlines our approach in each of those
areas in greater detail, but a few items are just worth noting before
the discussion today.

First, our members need access to proven medical care. One of
HCSC’s four guiding principles is our belief that the interests of
our members are of primary importance to our company. The mem-
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bers we serve provide the reason for our existence and the ration-
ale for the resources with which we operate.

Second, but equally important, is to continually improve the
quality of care.

Another of our guiding principles is our belief that we as rep-
resentatives of our members have an obligation to provide leader-
ship in the health care field. We are promoting evidence-based
medicine to increasingly focus our plans around proven health care
services. We also work closely with our very broad network of doc-
tors and hospitals to invest in data-sharing technology that works
to improve clinical decisionmaking, and these efforts help improve
quality and ensure that doctors and hospitals treat patients effec-
tively and get paid efficiently.

HCSC is committed to working with the administration and Con-
gress to achieve comprehensive health care reform, to expand ac-
cess and improve quality of care for all Americans.

On behalf of our company and its members, I thank the sub-
coanmittee for the opportunity to discuss these important issues
today.

Mr. KuciINICcH. Thank you very much for your testimony.

[The prepared statement of Ms. Reitan follows:]
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BlueCross BlueShield
of Nlinois, New Mexico, Oklahoma & Texas

Statement of Colleen Reitan, Executive Vice President & Chief Operating Officer
Health Care Service Corporation, d/b/a/ Blue Cross and Blue Shield of Ilinois, New Mexico,
Oklahoma and Texas .

Hearing “Between You and Your Doctor: The Bureancracy of Private Health Insurance”
United States House of Representatives, Domestic Policy Subcommittee of the Oversight &
Government Reform Commitice
2:00 p.m. Thursday, September 17, 2009
2154 Rayburn House Office Building

Introduction

Good afternoon Mr. Chairman and members of the Subcommittee. ] am Colleen Reitan,
Executive Vice President and Chief Operating Officer of Health Care Service Corporation
(“HCSC™), a Mutual Legal Reserve Company whic}; does business as Blue Cross Blue Shield of
1linois, Blue Cross Blué Shield of New Mexico, Blue Cross Blue Shield of Oklahoma and Blue
Cross Blue Shield of Texas.

One of the areas within my responsibilities is management of our Subscriber Services
Division, which is responsible for processing member health care claims and inq}xiries. Iamalso
responsible for our Information Technology, Finance and Actuarial functions.

Prior to joining HCSC in 2008, I was President and Chief Operation Officer of Blue Cross
and Blue Shicld of Minnesota, that state’s largest health insurer. 1have more than 20 years

experience in the Blue Cross Blue Shield system and am the co-creator of the Minnesota Health

 Information Exchange, & national mode! for sharing electronic information. Thave a Master’s

degree in Health Care Administration from the University of Minnesota.

HCSC’s mission is to “promote the health and wellness of our members and communities
{hrough accessible, cost effective quality health care.” As the largest customer-owned health
insurance company in the nation, we have aiworkforoe of more than 16,000 employees serving’

300 East Randolph Strest » Chicago, lllinols 60601

Divisions of Heaith Cara Service Corgoration,  Mutuat Logal Rosorve Company, an indepondens Licenses of the Blue Crosa and Biue Shisld Association

oo, w08 *
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12.3 million members through our Blue Cross Blue Shield Plang in four states. Unlikea
stockholder-owned company, the individuals and employers who are served by HCSC are also its
owners, which, first and foremost, drive HCSC to structure its business practices to promote their
health and Wellness. To that end, we offer a full range of products that maximize access to needed
care while making produéts as affordable as possible, We use our earnings to improve our
administiative capabilities and other programs where they can further benefit our members and the
physicians who serve them, and also to fund the reserves health insurers are required to hold.

We certainly recognize, and share, the public’s concern with the current health care system.
Fundamentally, we believe in the s&ength and value of the health care system as it exisis, But we
also know that every system must be on a path of continued improvgment. We believe health
insurers are uniquely positioned to help foster and inform the design and implementation of
necessary improvements to the healthcare system. HCSC welcomes the opportunity to serve in
thig role,

To that end, HCSC has been an active advocate for health care reform, guppoxting:

H The proposition that health insurance companies be required to offer coverage

to all applicants, coupled with a personal responsibility requirement to obtain

and maintain health coverage;

) Subsgidies for those Americans who cannot afford health care;
(3) Health and wellness initiatives that focus on prevention; and
“ Initiatives that promote effective care, tredtment, research and information

technologies that improve quality and provide value for each health care dollar,
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The issue of medical policy being explored by the Subcommittee today is a critical factor in
any sustainable health care reform solution. We applaud Congress for including $1.1 billion for
comparative effectiveness research in the American Recovery and Reinvestment Act. On behalf of
HCSC, and its members, I thank the Subcommittee for the opportunity to discqss this important
issue. Ialso thank the Subcommittee for its recognition and respect for the limitations under the
Health Insurance Portability & Accountability Act and other patient privacy laws and regulatioz;s

that govern my testimony.

HCSC’s Approach to Medical Policy
HCSC’s approach to medical'policy is fully aligned with its member-focused structure and

related philosophy of engaging with the providers who serve our members. HCSC medical
policies are written statements that include benefit coverage positions for new or existing
technology, products, devices, procedures and medications. By providing benefit coverage
positions for specific treatments, medical policies help to ensure access to sa_fe and effective care,
AlLHCSC plans provide open access to the public to HCSC medical policies through their
weﬁsites. 7

The devélopment and maintenance of our medical policy iﬁvolves a process that is built
upon the bedrock of evidence-based medicine. This is consistent with the principles of
comparative effectiveness research, wﬁich focuses on identifying care that is most likely to
improve condition-specific health outcomes. ‘To accomplish this, information from a varisty of
sources, including, but not limited to, the Agency for Health Care Research and Quality

(“AHRQ"), the Blue Cross and Blue Shield Technical Evaluation Center, poer-reviewed medical
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literature, statements from professional organizations, and recommendations from the practice
community are all considered in the development of our medical policy coverage positions. The
process is iterative. Findings and new data arising from unique claims and third-party review of
cases brought to our attention through our appeals processes are used to further enhance the
medical policy.

HCSC medieal policies are routinely reviewed on a periodic basis. When & new or recently
revised medical policy may limit the scope of coverage, HCSC p;ovides at least a 90-day notice of
this planned change on our websites. If during that period, new information is obtained that may
impact this coverage position, HCSC will review it and, if appropriate, reassess its position,

The following are some examples of how HCSC has incorporated our evidence-based
approach to medical policy into two key tenets that underpin our administrative activities: Access
and Quality.

Accesy

Our medical policy positions seek to ensure that benefits are available for high quality care
for our members in an efficient and consistent manne;r. A clear medical policy enables our claims
payment system {0 be structured in a manner that allows the vast majority of the claims we receive
to be efficiently processed without manual review.

One of HCSC's four Guiding Principles is our belief “that the interests of our members are
of primary importance to [HCSC]. The members provide the reasons for our existence and the
rationale for the resources with which we operate.” Our corporate claims administration policy

reflects that principle by striving to promptly and correctly process claims.
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Claims payments, first and foremost, must be consistent with contractual benefits,
corporate benefits policy and procedures, and any applicable state regulations. Our policy also
provides, however, that, where there is latitude in interpreting how these authorities apply, we will
“favor a benefit interpretation for the member that is as liberal as is administratively practical and
financially prudent.” This member-focused operating philosophy aligns naturally with our
member-owned business structure.

Ovr philosophy is embraced by our employees.  For example, we receive around 570,000
claims per day and approximately 97% of process-ready claims are paid within 14 days of
processing, Both our claims item accuracy and financial accuracy are at approximately 99%. As
demonstrated in a recent customer survey, 93% of our group business customers surveyed rated
their overall customer experience “Excellent” or “Good.”

HCSC’s efforts to ensure that our benefit coverage positions are responsive at the level of
the individual member also entail the efforts of medical professionals in each of our four plans,
HCSC employs locally licensed physicians, pharmacists and nurses located in each of the statés in
which Vwe operate. This means that local physicians can pick up the phone and speak with a local
HCSC medical director. This process fréquenﬂy serves to allow communication about previous
interventions and possible changes to standard therapies. It further enables HCSC to glean
important information about potential changes in standards of care. Lastly, this form of
communication can .also assist in ensuring that the practitioner is aware of the member’s appeal
rights. Information generated throughout this process is used to further hone our efforts to

improve access to quality and affordabie care.
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Finally, we remain accessible to members in situations where members may question or
disagree with a claims determination. In 2009, over 92% of member inquiries in our gro§p
business were resolved by our claims professionals on the first contact, If a claims issue remains
unresolved, we have robust appeals processes which are governed by plan contract;s and state
insurance and labor regulations.

Quality

Another of our Guiding Principles is our belief that “we, as representatives of our
membets, have an obligation to provide leadership in the health care field.” As such, we
continually seek new ways with which to collaborate with our broad network of health care
providers for the benefit of our members. For instance, we have taken a leadership role in publicly
reporting on the performance of our providers, which has positively impacted both p;'ovider
performance and the outcomes for eur members. We also use data analytics to identify potential
gaps in evidence based preventive care and chronic care managément and use this information to
inform members and providers about opportunities to improve the quality of care.

We have inveéted in technology that facilitates enhanced data sharing with physicians to
improve both clinical decision making and operational efficiencies. HCSC recognizes the
important role electronic medical records must play in any health care solution. We are dedicated
fo the continued development of tools to provide actionable information to our network physicians
as well as the acceptance of electronic information from network practitioners,

As we explore long-term solutions, our benefit plans are increasingly designed around

proven preventive care services. These are in accordance with nationally recognized clinical
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guidelines. Prevention and wellness are critical factors in decreasing the rate of preventable
chronic diseases such as Type 2 diabetes, high blood pressure, cardiovascular disease and some
forms of cancer. In tandem with evidence-based medical policy, the design of benefits that
encourage and engage members in f)revemive care can help to control health care costs and
improve quality,

Rescission'

Rescission is an unfortunate, but necessary, part of fraud prevention. HCSC regrets any
situation that requires us to rescind coverage for any of our members. Given the gravity of these
situatiorls, HCSC only rescinds insurance coverage when it is élear, after a thorough review and
appeals process, that the applicant intended to decsive by either failing to disclose or
misrepresenting relevant and material medica!-informatioﬁ. 1t is our goal in applying this strict

standard to limit the numbers of rescissions, while at the same time ensuring that we identify and
prevent insurance fraud, Both the Administration and Congress recognize that fraud places
significant cost burdens on the healthcare system and, in tumn, on other insixred citizens,

When we learn that a misrepresentation may have been made on an insurance application,
we assess the facts and circumstances carefully and with the degree of rigor and sensitivity they
deserve. We have a multifaceted review process, which includes a thorough review of the facts
that were not disclosed on an insurance application, review by an internal committee and an appeal

process for the applicant.

! The Subcommittee’s August 26, 2009 invitation requested information on policy rescissions by insurers. As & point
of clarification, the issue of policy rescission (i.e., revocation of insurance coverage) is a separate and distinot
contractua! issue that is not encompassed or impacted by HCSC's medical poliey previously described.
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We are also committed to “reforming™ policies, rather than fully rescinding them, which
means in many cases we are able to work to exclude coverage for the medical condition(s) related
to thé misxfepresentation(s), rather than revoking an eatire policy. In addition, over the past year
we have committed to making our review even more robust, by adopting a plan which we are
working to have implemented by early 2010 to require indepcndént third-party review of all
rescission recommendations. As a result of our processes, rescissions are not a frequent occurrence
for HCSC.

Conclusion

HCSC is committed to working with the Administration and Congress to achieve
comprehensive health care reform to expand aceess and improve the quality of care for alt
Americans, [ thank you on behalf of HCSC for the opportunity to be part of this impottant

discussion on that goal,
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Mr. KuciNIcH. Without objection, the Chair and the ranking
member will proceed for 10 minutes each for questions, and then
each member after that will have 5 minutes. So we may have sev-
eral rounds. We will see how it goes.

The only thing I want to share with the members of the panel
here is this: Members of Congress generally like to get answers. If
you are able to give us a brief answer and it covers the territory,
that’s fine. If you start to go on and on on something—I don’t want
to appear confrontational, but I may have to encourage you to
hurry up your answer or maybe have to cut you off. I don’t want
to do that. But I do want you to know that we are here to get an-
swers and we need your help.

So without objection, I will begin. I just want to add one other
thing. We may be joined by other Members of Congress who are
not members of this committee. That’s not unusual. And without
objection, if other Members choose to come here from either side of
the aisle, even though they are not on this committee, without ob-
jection, we will permit them to sit in, to participate and to ask
questions.

So with that, I would like to start the questioning with Mr. Sassi
of WellPoint. Sir, in your testimony you state, “Last year WellPoint
received 380 million claims and processed 97 percent of them with-
in 30 days.” I'm looking at the arithmetic. And if the arithmetic is
correct, it means that you did not pay within 30 days over 11 mil-
lion claims.

Would you tell this subcommittee what is the value in dollars to
WellPoint of the 11 million claims that were not paid in that time
period?

Mr. Sassi. Chairman, I don’t know the value of that.

Mr. KucinicH. Can you provide this subcommittee with such in-
formation? There has to be a way to calculate it.

Mr. SAssI. I'm not sure, because that is at a point in time—the
vast majority of those claims most likely were paid at a future
point, either on the 31st day, or if we had requested additional in-
formation that was provided and then subsequently paid.

Mr. KucINICH. Maybe you could then chart out 30 days, 60, 90.
Businesses operate that way, of course, 120. And maybe if you
could provide us information with what was the average cost of
each claim that you did not immediately pay, it would be helpful.
You could either look at it as a cost or a value. And we will follow-
up with written questions so we can keep going. We are not going
to belabor that.

Mr. Sassi, on a 2008 earnings conference call with Wall Street,
your CEO said the following, “We will not sacrifice profitability for
membership.” As you know, WellPoint was forced to pay $1 million
last year to settle claims or charges by the California Department
of Insurance that you removed coverage from 2,330 members after
they submitted claims for expensive medical care.

I am going to submit for the record the article on the settlement
from the Los Angeles Times from February of this year.

[The information referred to follows:]
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Anthem Biue Cross agrees to take back clients, pay
$1-million fine
As part of a deal with California regulators, the state’s largest health insurer will offer new coverage

to 2,330 people it dropped after they submitted bills for expensive medical care.

By Lisa Ginon
February 11, 2009

Anthem Blue Cross, the state’s fargest for-profit healih insurer, has agreed to pay a $1-million fine and offer new
coverage - na questions asked - to 2,330 people it dropped after they submitted bills for expensive medicat care,

As part of a deal that the California Department of insurance is set to announce today, Anthem also will offer to
reimburse those people for medical expenses that they paid out of pocket after they were dropped. The company, a
subsidiary of Indianapolis-based WeliPoint inc., estimated that those reimbursements could reach $14 million.
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1n exchange, the state agreed to drap its prosecution of its accusation that the company broke state laws in the way
i rescinded members in preferred provider arganization (PPO) policies between 2004 and 2008

The settlement follows Anthen's agreement last year to pay a $10-million fine to settle similar charges involving
1,770 members in HMO-type policies overseen by the Department of Managed Heatth Care, ancther state regulator.

in both cases, Anthem agreed 1o make substantial changes in the way it sells and manages individual insurance
caverage in California. Those changes, which include simplitying coverage applications, are expected to reduce the
number of peopk who fose coverage through rescission.

‘The Anthem dest Is the latest in a two-year effort by reguiators 1o crack down on health insurers for dropping sick
members an dublous grounds. It brings the last state rescission investigation 1o a close,

But insurers Anthern, Blue Shield of California and Heatth Net Inc. all remain targets of individual and class-action
{awsuits alleging that they gamed insurance faws to dump sick pecple and avoid the costs of their care.

The only case to go to trial so far involved Health Net's rescission of a woman suffering from breast cancer. In that
case, an arbitration judge awarded $9 mifion to Patsy Bates, a Gardena hair salon owner, after hearing her recount
the fear she felt when she lost insurance and had to stop chemotherapy treatments,

*) am pleased that through this settlement, we have i and of coverage for the
more than 2,300 people whose healthcare insurance was terminated without their consent,” state Insurance
Commissioner Steve Poizner said about the Anthem deal. "The settiement is a significant step towards ending
rescission practices that can devastate consumers already weakened in their battle against iness.”
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Mr. KuciNicH. WellPoint settled similar charges the previous
year and paid a $10 million fine for removing coverage from 1,770
members of its HMOs in California.

Mr. Sassi, is dropping members just when they need health care
what your CEO meant when she said that she wouldn’t sacrifice
profitability for membership?

Mr. SAssI. Absolutely not.

Mr. KuciNiCH. What did she mean, then?

Mr. Sassl. I believe what was meant was that we would not re-
duce prices artificially to essentially buy membership in the open
marketplace.

Mr. KucIiNICH. And Mr. Sassi, what characteristics did those
2,330 individuals have in common that resulted in WellPoint’s deci-
sion to drop members just as their medical bills threatened to re-
duce WellPoint’s profitability?

Mr. SAssI. That settlement pertained to a settlement agreement
that we reached with the Department of Managed Health Care and
the Department of Insurance in California relative to recissions in
the individual marketplace. I'm sure you're aware that companies
agree to settle lawsuits or situations for a variety of reasons
and——

Mr. KUCINICH. But you’re in front of a congressional committee
here. There is—unless your counsel is advising you that you can’t
answer that question, you should answer the question.

Mr. Sassl. I did answer the question, sir.

Mr. KuciNICH. You didn’t really say what characteristics those
individuals had in common that resulted in WellPoint’s decision to
drop members just as their medical bills threatened to reduce
WellPoint’s profitability. You did not answer the question. I would
just ask you if you would answer the question.

Mr. Sassi. Those members were rescinded in the individual mar-
ket because they materially misrepresented their medical history
on their insurance application at the time that they applied for cov-
erage.

Mr. KuciNicH. How did WellPoint discipline the executives who
committed the practices that led to the enforcement action against
you?

Mr. SAssi. We did not admit—we did not agree with the findings
of the Department of Managed Health Care. That is on public
record. They did issue a report. We did append a report to that.
The settlement—we agreed to settle with the Department of Man-
aged Health Care

Mr. KuciINICH. I understand.

Mr. SAssI [continuing]. To put the issue behind us.

Mr. KucINICH. Mr. Collins, in UnitedHealthcare Group’s social
responsibility report in 2008, your CEO writes, “The businesses of
UnitedHealthcare Group are fundamentally organized around ad-
vancing our mission of helping people live healthier lives.”

Now, if your business is fundamentally organized around that
mission, will you explain UnitedHealthcare’s settlement of charges
last year that its PacifiCare subsidiary wrongfully denied 130,000
claims in California, paid claims incorrectly, lost documents that
included medical records, failed to acknowledge claims in a timely
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manner, and hassled its members with multiple requests for docu-
mentation that was previously provided?

Mr. CoLLINS. Yes, sir. We are vigorously contesting the findings
of the State. I do not contest that there is room for improvement
in our California operations. We have put a lot of resources into
improving our operations. And we regret inconvenience to our
membership. But I don’t see our aspirations provide products, serv-
ices and financing of the health care of Americans as inconsistent
with our behavior.

Mr. KucCINICH. Then that is fine. You have answered that ques-
tion. But in 2007, what was the compensation of the top executives
at PacifiCare?

Mr. CoLLINS. In 2007, sir, PacifiCare was a wholly owned sub-
sidiary of UnitedHealthcare. So the top executives would have been
the top executives of United Health Group. And that is public
record, sir.

Mr. KuciNICH. Was the compensation possibly in millions?

Mr. CoLLINS. I don’t have those numbers off the top of my head,
Congressman.

Mr. KuciNIcH. Would you provide them to this committee?

Mr. CoLLINS. Absolutely. They are public record in our 10-K, sir.

Mr. KucIiNICH. Other members may have this question. But I
think it would be great if each of you could provide us that com-
pensation information of officers and also information about bo-
nuses and incentives received by PacifiCare executives and employ-
ees that would have rewarded the denial of claims in California in
2006 and 2007. We want to see if there is any connection there.
And we need that information, if you can cooperate and provide it.

Mr. CoOLLINS. I'm confident, sir, that there was no bonuses
awarded for denial of claims or other activity that was illegal. And
as I said before, we are vigorously contesting the findings of the
Department and the characterization of the actions there as denial
of claims.

Mr. KucCINICH. Thank you, Mr. Collins.

Mr. Richards of CIGNA. On page 8 of your written testimony you
state, “We do not consider costs in establishing coverage policy in
our decisions to provide access to care.”

But we heard from a former senior executive with CIGNA, who
told us yesterday that CIGNA has meetings every quarter which
are called “town hall meetings,” internal town hall meetings, in
which executives go over the past quarter’s financial statements
and talk about how they can tighten utilization to lower the share
of CIGNA’s premium income spent on medical expenses.

Isn’t it true that CIGNA has held internal town hall meetings at
which those topics are discussed?

Mr. RICHARDS. It is absolutely true that we hold town hall meet-
ings to communicate with our employees, to reinforce our mission
and to talk about our financial results.

Mr. KUcCINICH. And those town hall meetings are videotaped, are
they not, and audiotaped?

Mr. RiCHARDS. I do not believe they are videotaped. We certainly
audiotape them so that individual employees who are not able to
attend are able to

Mr. KUCINICH. Are there audiotapes available?
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Mr. RICHARDS. Yeah.

Mr. KuciNicH. I would like you to provide this subcommittee
with copies of those audiotapes and any videotapes that you have.
Our staff will work with you to achieve the

Mr. RICHARDS. Again, what I would like to emphasize, Mr. Chair-
man, is those internal meetings are to communicate to our
employees——

Mr. KuciNIcH. I understand. And we—I understand that they
are. And we will be in touch with you regarding our request that
we get those audiotapes.

I just would like to conclude with this question for each and
every one of you. The premise of this hearing is that health insur-
ers wield strong influence in the kind of care, whether there is
care, for their policyholders who become very sick.

According to the American Cancer Society, “Cancer patients and
survivors may delay or forego care, in the face of cost sharing, that
they find difficult to afford.”

A recent study found that 5 percent of non-elderly adults with
private health insurance who have been diagnosed with a chronic
condition such as cancer reported they went without needed care
in 2006. This is the American Cancer Society saying this.

I want to give you a chance to express for the record what you
think about this question, and really with a simple yes or no an-
swer. And we are going to go down the line and I want you to an-
swer this question. Do you believe that a health insurer’s refusal
to pay for a patient’s cancer treatment can directly or indirectly
cause harm or death to that patient?

I'm going to ask the question one more time. Do you believe that
a health insurer’s refusal to pay for a patient’s cancer treatment
can directly or indirectly cause harm or death to that person?

I would like to go right down the line, Mr. Collins, and just give
me a simple answer go. All the way down the line and then my
question time is completed. Mr. Collins.

Mr. CoLLINS. Yes, sir.

Mr. KuciNicH. Pardon?

Mr. CoLLINS. Yes, sir.

Mr. KUCINICH. Mr. Sassi.

Mr. SAssI. Yes, sir.

Mr. KucinicH. Ms. Farrell.

Ms. FARRELL. Yes.

Mr. KuciNICH. Mr. Bloem.

Mr. BLOEM. Yes.

Mr. KuciNIiCcH. Mr. Richards.

Mr. RICHARDS. Yes. But CIGNA only allows clinicians to make
coverage decisions and those coverage decisions are only based on
external scientific evidence.

Mr. KucINICH. The answer is yes. OK. Ms. Reitan.

Ms. REITAN. Yes, sir.

Mr. KuciNicH. Thank you. I want to thank each and every one
of you for your candor.

The Chair recognizes for 10 minutes Mr. Jordan of Ohio. You
may proceed.

Mr. JORDAN. Thank you, Mr. Chairman. I appreciate the chair-
man’s having this hearing. I appreciate the chairman’s intensity
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and passion that he brings to any debate, but I fundamentally dis-
agree with sort of the underlying premise here, the idea that be-
cause there has been—as I stated in my opening statement, that
there has been some problems with the way private insurance
works; that somehow that should cause us to move to a govern-
ment-run system. I just fundamentally disagree with that.

Frankly, I think the majority of Americans, as pointed out over
the last several months in any poll you look at here of recent date,
is—would say the same thing.

So I have really kind of two focuses here in the few minutes I
have with you. And, again, I appreciate you being here. One, I
want to get the facts. And then I want to get at this idea that I
think is fundamental to real reform and what needs to happen in
this country, and that is a health care system that empowers the
patient.

There is a great—I think a great article in this month’s Atlantic
which talks about the idea that it is always somebody else who is
paying. And when somebody else is paying, that is—I think Ms.
Farrell said it well. She said insurance premiums don’t drive
health care costs; health care costs drive insurance premiums. We
have to get at health care costs. And that only happens when the
consumer, the patient, the family, the small business owner out
there, has a better handle on what is happening, more trans-
parency so they can figure this out and make some real market—
real market-type decisions.

So let me start with this. One of the things we heard yesterday,
again in an effort to get to the facts, one of the things we heard
yesterday was from the panel we had; 57 percent of every dollar
is all that goes toward health care of the premiums that you take
in. And so we heard about the cartels and—I'm actually looking
now at a piece the Journal ran this Monday. And they actually talk
about an example in Alabama where it was 92 percent, according
to what is happening in the State of Alabama, where one insurer,
BlueCross BlueShield of Alabama, has 70 percent of the market
share.

So I would like to know, do you agree with that 57 percent fig-
ure; and if not, what it is in each of your companies’ situation?
We'll just go down the list. Mr. Collins.

Mr. CoLLINS. Thank you, Congressman dJordan. The statistics
cited in Mr. Sassi’s testimony come from a
PriceWaterhouseCooper’s study that cites 83 cents on the dollar.
That is a credible study. It is a recent study. There is another
study that just came out from Sherlock & Co., just in the last few
weeks, which corroborates the PriceWaterhouse study.

Mr. JORDAN. What is United? What do you say? What do you
pay? With every dollar you take in, how much goes for patient
care?

Mr. CoLLINS. That’s not a real simple answer to

Mr. JORDAN. Is it 57 percent? Is it less? Is it more?

Mr. CoLLINS. No, sir. It’s consistent with the findings in the
Sherlock and the PriceWaterhouseCooper’s studies.

Mr. JORDAN. Have you done an internal investigation? Do you
know? Do you have a good idea what United would be?
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Mr. COLLINS. Sir, a loss ratio for 2008 was approximately 83 per-
cent, 83%2 percent for the company. But that is across a wide spec-
trum of businesses.

Mr. JORDAN. Mr. Sassi, WellPoint?

Mr. SAsSSI. Same question?

Mr. JORDAN. Yeah.

Mr. Sassi. The loss ratio for WellPointplans overall is direc-
tionally similar to what I quoted as PriceWaterhouseCooper’s. But
as I also stated, loss ratio is just the calculation of premium less
claims that are paid. And as I also indicated in my testimony, there
are a fair amount of administrative costs that we pay to help man-
age chronic care, chronic conditions. We pay out of our administra-
tive cost for disease management programs for asthma, heart dis-
ease, diabetes, COPD, to help those 50 percent of Americans that
have chronic illness manage their costs. And that is typically not
included in the loss ratio. That is included in administrative ex-
pense. So if youre looking for a holistic what-do-we-spend, it’s
north of that.

Mr. JORDAN. I understand. I understand.

Ms. FARRELL. Congressman, at Aetna, we spend 84 cents on the
dollar directly on medical claims. We do spend a fair amount on ad-
ministration relative to innovations in the health care industry,
making sure that we are providing our members and our providers
with the most recent tools and technologies and information in
order to, as you said, give them the tools to make them understand
what policies they purchased, what is in those policies, so that they
can make better decisions on behalf of themselves and their fami-
lies.

Mr. BLOEM. Ranking Member Jordan, we paid between 83 and
85 percent for the last 7 years. Last year was the upper end of the
range. Around 84.6.

Mr. RicHARDS. Ranking Member Jordan, for CIGNA last year,
the number was 89 cents. That number has gone up each of the
last 5 years.

Ms. REITAN. Our medical care ratio at HCSC is approximately 84
percent.

Mr. JORDAN. OK. Let me move to another one.

According to the Congressional Research Service, each year 1 bil-
lion claims are submitted to Medicare and 10 percent of those
claims are denied. So 10 percent—that is a lot of claims denied, if
I got the numbers right when you went through your testimony—
I just jotted these down.

United, you have 70 million that you insure; WellPoint 35; Aetna
37; Humana, I think had 2 different distinctions, but I totaled 16;
CIGNA, 46 here and around the world; and HCSC, 12.3 million.

So how does your denial rate compare to what the Government
currently does with the Medicare program?

Mr. CoLLINS. Congressman, I'm not prepared to answer that
question today. I really just don’t have those numbers available, I
would like to point out——

Mr. JORDAN. How many claims do you have a year? I'm inter-
ested in Medicare population, older populations who are probably
going to be significantly more claims. But 70 million people com-
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pared to 45 in Medicare—45 million in Medicare. How many claims
do you get a year?

Mr. CoLLINS. I don’t know exactly. On our primary processing
platform where the vast majority of our claims are processed, as I
stated in my testimony, 250 million claims.

Mr. JorDAN. OK.

Mr. SAssi. Ranking Member Jordan, I don’t have the percentage
of claims that were denied, if that is the question. We processed
380 million—we received 380 million claims. The number I read
was the amount that we processed in 30 days. We processed——

Mr. JORDAN. Ninety-seven percent in 30 days. I got that. But we
heard stories yesterday, so there have to be some that are denied.

Mr. SAssI. Oh, absolutely.

Mr. JORDAN. Do you know what percentage are denied?

Mr. SassI. I don’t have that.

Mr. JORDAN. Is it more than 10 percent?

Mr. SasslI. I don’t have that number. I'm sorry.

Mr. JORDAN. Ms. Farrell.

Ms. FARRELL. We process approximately 407 million claims an-
nually at Aetna. And if you look at the reasons why claims are de-
nied, I think what you are trying to get at is the reason something
might be denied for medical necessity, and at Aetna less than one-
half of 1 percent of claims are denied because of medical reasons.

Mr. JORDAN. Thank you.

Mr. BLOEM. Ranking Member Jordan, I cited the Athena Health
Study which I commented that we ranked first in terms of the low-
est denial rate. Our denial rate in that survey was 5.7 percent. The
government, in the government—the Medicare Part B program,
that had an 8.7 percent denial rate for fifth place.

Mr. RICHARDS. Ranking Member Jordan, at CIGNA, we have
about 91 million claims we processed last year, and again 99.9 first
of those were approved for the coverage. So it would have been
point 1 percent that were not approved for coverage.

Mr. JORDAN. Good.

Ms. REITAN. HCSC processes 560,000 claims a day, and we deny
for the medical necessity coverage three-tenths of a percent.

Mr. JORDAN. Wonderful.

Mr. Bloem, in your testimony you talked about some things you
were doing to make it easier for the folks who you do business
with, people you insure to deal with—that is one thing you hear
from folks in our own lives. You get the statement of benefits, you
try to figure out what the heck it says. I think if a lot of Americans
are like me, they are looking—if it says it’s not a bill, they kind
of file it away and not worry about it too much.

But you talked about some things you’re doing. I would like for
you to elaborate on that a little bit. Because one of the things we
hear from health care professionals is they don’t like the reim-
bursement rate they get from Medicare and Medicaid. But in some
ways it’s not as cumbersome as some of the other things they have
to deal with. So I'm curious what you are doing to make it easier
for people to deal with and figure out what is going on, and again
getting at this idea to empower the patient, which I believe will
lower the cost.
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Mr. BLOEM. OK. A couple of things I mentioned in my written
testimony I would just like to quickly summarize. First of all, when
we talk about the problems that have existed between the various
constituencies, obviously we have three people involved: We have
us as the payer, we have the member, and we have the provider.

So to make things simpler, to make things easier, what we've
done, as in Florida but now throughout the country, is come up
with a joint venture that we have with a number of companies that
helps providers get instant adjudication, real-time adjudication in
terms of what a member’s responsibilities are, what ours are. We
are trying to provide certainty against all—for all our constitu-
encies.

Mr. JORDAN. So the providers are liking it and the patients are
liking it?

Mr. BLOEM. Because it’s electronic and it basically tells people
when they go to the doctor, this is what is going to be expected of
you, this is what Humana is going to pay, this is what you are
going to pay, this is what the provider is going to charge.

We also—if I could be real brief—we also have a document called
a “smart summary” that we mail to 10 million of the 10.3 million
members that we have, every quarter. And it basically tells all the
claims that they have had, what those claims are for, what doctors,
what hospitals they went to, what pharmacy, what drugs they are
taking. It gives them sort of a quick summary of what their situa-
tion was for that quarter, much like you get with maybe invest-
ment accounts you have. I would be happy to provide this.

Mr. JORDAN. A quarterly statement?

Mr. BLOEM. Yes. So that people understand that they can begin
to have the knowledge you're talking about in order to take effec-
tive control of their health status and their insurance. Thank you.

Mr. JORDAN. Ten minutes goes fast, Mr. Chairman. Thank you.

Mr. KuciNICH. I thank my colleague from Ohio.

We've been joined by two other members. And before we go to
Mr. Cummings, I will introduce Mr. Schock from Illinois, and also
the distinguished chairman of the Judiciary, John Conyers, who is
the author of—he is the author of H.R. 676. I'm always pleased to
work with him on that. Mr. Conyers, we are honored by your pres-
ence here, as well as Mr. Schock’s presence.

We are going to go to Mr. Cummings for your questions. Go
ahead, Mr. Cummings.

Mr. CuMMINGS. Thank you very much, Mr. Chairman. I just
want to know, how many of you—which of you, if any—we will go
down the line—give bonuses for folks who deny coverage? Straight
down the line.

Mr. CoLLINS. We don’t issue bonuses for people that deny cov-
erage.

Mr. CUMMINGS. Is it a part of their evaluation? I'm going to ask
each one of you the same question. Is it part of their evaluation—
is there any kind of incentives with regard to evaluations regarding
denial of coverage; that is, claims?

Mr. CoLLINS. I'm sorry, Congressman. Without going back and
doing research on that topic, I really could not give you a respon-
sive answer to that question.
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Mr. CUMMINGS. You don’t know the answer to that question? Is
that what you are telling me?

Mr. CoLLINS. Yes, sir.

Mr. SassI. I can tell you that WellPoint does not have any poli-
cies in place to reward people for denying care.

Mr. CUMMINGS. So there’s no policies and you do not do that; is
that correct?

Mr. SAssi. My understanding is we do not.

Mr. CuMMINGS. Or physicians? How about physicians denying
treatment?

Mr. SAssI. There are no metrics or anything surrounding denial
of care.

Mr. CUMMINGS. Very well. Ms. Farrell.

Ms. FARRELL. Only physicians can deny a claim at Aetna, and we
have absolutely no incentives, financial incentives, tied to that deci-
sionmaking process.

Mr. CUMMINGS. So employees don’t either; is that right? I know
you said physicians, but what about employees?

Ms. FARRELL. Physicians are the only ones that can actually——

Mr. CUMMINGS. In other words, do they ever?

Ms. FARRELL. Physicians are the only ones who can actually

Mr. CUMMINGS. Did you ever have that policy of giving incentives
for denying claims?

Ms. FARRELL. You say “ever.” I can’t speak for ever.

Mr. CUMMINGS. To your knowledge, have you?

Ms. FARRELL. To my knowledge, no.

Mr. CUMMINGS. I see your lawyer is trying to advise you. You're
welcome to do so because we are going to followup on this. Are you
finished, Mr. Lawyer?

Ms. FARRELL. To my knowledge, no.

Mr. CUMMINGS. All right. Mr. Bloem.

Mr. BLOEM. To my knowledge, during my tenure of 8% years, no.

Mr. RicHARDS. There are no financial incentives for our clinicians
to deny coverage.

Ms. REITAN. At HCSC there are no financial incentives and no
bonuses paid related to denial of care.

Mr. CUMMINGS. Then between today and yesterday, there are
some—apparently there must be some other insurance companies,
then, because the testimony we got yesterday was just the opposite
to that. But we will go forward.

Very interestingly, when you all were answering Mr. Jordan’s
question, you were talking about this whole idea of claims. And,
Mr. Richards, you in your oral testimony and your written testi-
mony seemed—were very proud and I think you should be—I
think, when you said that over 99 percent of the claims that are
covered, people are receiving the services that the doctor rec-
ommended; is that correct?

Mr. RicHARDS. That’s correct.

Mr. CUMMINGS. Mr. Richards, when you say “claim,” what do you
mean by that?

Mr. RicHARDS. When I refer to that, I'm talking about the deter-
mination of whether the particular procedure is covered.

Mr. CUMMINGS. In other words, those are services that were al-
ready done; is that right?
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Mr. RICHARDS. Actually, a lot of times a physician, the individ-
ual’s physician would check with us prior to the procedure being
done under what is called a “prior authorization” to see if the pro-
cedure would be covered.

Mr. CUMMINGS. So you’re including—when you look at this, when
you’re giving us this figure, you're telling us that in those cases be-
fore services were rendered, you include those, and you include
those after services were rendered that you paid, “claims.” Is that
what you mean by claims? Because I want to make sure that we
are going from the same page. Because the testimony we got yes-
terday is that, you know, the industry has a definition for claims.
And claims means some services that have already been rendered.
And then you’re talking about denial. But a lot of the problems
that we heard yesterday were things leading up to that, where the
doctor calls—we had one doctor here yesterday that said he lit-
erally had to double his number of employees just to deal with get-
ting authorization to do procedures.

So just answer my question. When you say 99.9 percent, what do
you mean?

Mr. RICHARDS. I mean of the claims that we get, 99.9 percent of
those are approved without any need for appeal. I think—first of
all, I appreciate, Congressman, the chance to clarify this because
I don’t think it’s well understood by the public. CIGNA—and I sus-
pect other insurance companies—get submitted a lot of claims that
are duplicates or are for people that are not insured by CIGNA.

Mr. CUMMINGS. Are those included in this definition?

Mr. RicHARDS. They are not included. So if, for instance, a doctor
submitted us a duplicate claim, we had already received one

Mr. CummINGS. OK. I got the duplicate. What else? I want to
make sure—the definition is changing already.

Mr. RicHARDS. Well, I understand the committee is interested in
both what insurance companies are doing relative to medical cov-
erage—which is how I was answering the question—but I also un-
derstand you’re very interested in the administrative procedures.
I'm trying to clarify that.

Fraud and abuse would be another reason why a claim might be
denied. And, for instance, I know that that is extremely important
to Medicare and the Office of the Inspector General. So we, for in-
stance, denied—or did not pay 215 million claims for fraud and
abuse. Again, these would be situations where the individual has
already received the care but that the doctor or provider is inappro-
priately billing for that.

Mr. CUMMINGS. When you say a “duplicate,” do you mean a case
where somebody may have been denied and then they try again?

Mr. RiICHARDS. No, no. I mean due to a billing error; we would
have already, for instance, paid the claim and it was submitted
again. Sometimes things cross in the mail, Congressman.

Mr. CUMMINGS. So is that the only other thing that is—that may
not be included in your denial rate?

Mr. RICHARDS. I think those are the major categories. The only
other thing I might mention is in California, there’s a fair number
of doctors in California who operate under a prepayment mecha-
nism where we pay them a certain amount per month to cover the
care for our customers. So that prepaid—the way that prepayment
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works, we pay them whether the individuals seek care from that
doctor that month or not. We occasionally—we sometimes do get
claims from those doctors, again erroneously, for care that we have
already paid under the prepayment. In that case, those claims
would also not be paid.

Mr. CuMMINGS. Thank you.

Mr. KuciINICH. The gentleman’s time is expired.

The Chair recognizes the Congressman from Illinois, Mr. Schock.
You may proceed for 5 minutes.

Mr. ScHOCK. Thank you, Mr. Chairman. Thank you to our distin-
guished panel for being here. Unfortunately I have half the time
as the chairman and the ranking member. So I'm going to try to
make this quick.

It seems as we discuss health care and the rising costs of health
care, the focus seems to be on who is paying for it. And to me it
doesn’t matter whether you're a State government providing Medic-
aid or a Federal Government providing Medicare or a private busi-
ness or an individual paying for it privately, the issue is the huge
rise in costs.

My question to all of you in the private pay business is within
your respective organizations—I’'m assuming when you negotiate
with rates to your preferred providers, you ask for some justifica-
tion in costs. And what there seems to be very little discussion
about is the rise in cost. Some of that is true operating costs; in
other words, new X-ray, new MRIs, new technologies, staff. And
some of the rise in cost is also a cost shift.

In other words, the great debate this year is whether or not we
should cut Medicare rates by 16 percent, and we seem to pat our-
selves on the back when we leave and we say we staved off cuts
again this year. We may have staved off cuts, but we didn’t ade-
quately reimburse the providers for the true increase in their costs,
therefore requiring them to shift that cost to those in the private
pay industry.

So my question to each one of you is: Have any of you within
your organization looked at the increase in reimbursement rates
that you all are required to pay and thus raising your premium
rates? What percent of that is a true cost increase in terms of costs
to the recipient and what percent of that cost increase is because
of cost shifting as a result of the State and Federal Government
not adequately paying for their patients?

Mr. Collins.

Mr. CoLLINS. Thank you for that question, Congressman. The
trend in unit costs—so the negotiated rates we have with providers
and doctors has been running in the range of 4% to 6 percent for
many years now. That is in excess of CPI. I don’t know the exact
percentage of what our costs are due to cost shifting. But according
to a recent Milliman Study, Milliman & Robertson of the account-
ing firm or the actuarial firm, $88 billion a year are cost-shifted
from Medicare and Medicaid programs to the private sector. The
American Hospital Association and the AMA have both published
statistics that show that Medicaid programs on average pay less
than 90 percent of cost and that Medicare pays less than 100 per-
cent of cost. So there is a cost shifting that has been a constant
pressure on unit costs in the private sector, and it’s an ongoing and
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maajor driver of unit cost inflation in health care on the private
side.

Mr. ScHOCK. You said your premiums went up on the average of
4 to 6 percent?

Mr. CoLLINS. Unit cost trend over time in the industry has been
running around 4 to 6 percent, and that’s over a long period of
time. Annual—just the unit cost. Other components of inflation are
utilization increases, new technology, those sorts of things. But just
straight unit costs has been running 4 to 6 percent.

Mr. ScHOCK. And have you looked at what percent of that is
costs of doing business and what percent of it is a shift?

Mr. COLLINS. I'm sorry, sir. I couldn’t answer that precise ques-
tion. But 88 billion over the private sector is a significant amount
of money.

Mr. ScHOCK. Yeah.

Mr. Sassi. Congressmen, I would agree with Mr. Collins’ com-
ments. Milliman did publish that study and it estimated that 88
billion is being cost-shifted to the private sector from Medicare and
Medicaid, which equates to about an overall increase across the
board for commercial members of about 10 percent, or, I believe the
study says $1,600 per covered member. It would be very difficult
for us to identify on a facility-by-facility, doctor-by-doctor under-
standing their entire cost structure, what goes into that, to identify
at that level. But I believe that the Milliman study is credible.

Mr. ScHOCK. Because I'm tight on time, I'm not going to ask any-
one to repeat the same thing. Has anyone done—I guess I under-
stand provider by provider, it’s not possible to do that. But I didn’t
know if you actually looked, did some independent study on a sam-
pling pool of preferred providers on what their justification of in-
crease in costs is?

Mr. RicHARDS. Congressman, first of all, I do agree that the un-
derpayment by Medicare and Medicaid is absolutely a huge prob-
lem for hospitals and doctors and it’s definitely increasing medical
inflation. CIGNA has done some analysis of the disparity in the
rates between Medicare and Medicaid and commercial rates. I don’t
have that with me, but we would be happy to provide that analysis
of the average rates to the committee.

Mr. ScHOCK. I only have a couple—what is the yellow, 2 minutes,
1 minute?

Mr. KucINICH. Go ahead and finish.

Mr. ScHOCK. OK. One other question, because I'm going to be
cutoff here. I wish I had more time. It seems to me, again as we
talk about controlling costs, I found it very interesting, I met with
the Consulate General of Canada, and he is very much supportive
of their Canadian health care system. But one thing I thought dur-
ing the discussion was he said, Congressman Schock, he said, “It’s
still too easy in your country to sue doctors.” And I kind of sat back
in my chair and I said, “Excuse me?” He said, “Well, our health
care system in Canada would not continue to function if com-
prehensive tort reform were not a part of the health care plan
when we passed it in our country.”

My question—obviously my view on this is we shouldn’t wait for
a single-payer system in our country to have comprehensive tort re-
form as a part of reducing not only the premiums that the health
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care community pays but, more importantly, the unnecessary medi-
cine that’s ordered as a result.

My question to you, again, is whether or not within your respec-
tive companies you have looked at the amount of reimbursed care
that you give through the insured folks, what percent of that’s done
through defensive medicine as a result of a fear of these physicians
being sued?

Ms. REITAN. I actually don’t have the data with me, but I know
the BlueCross BlueShield association has done some work on this
exact issue. So we would be happy to submit that in followup.

Mr. ScHOCK. Could you provide us a copy of that?

Ms. REITAN. Yes, we would be happy to do that.

Mr. SCHOCK. Anyone else?

Mr. BLOEM. Tort reform would be very helpful because the ab-
sence of tort reform increases the intensity of procedures that doc-
tors perform, which is one key aspect of utilization which you
talked about before.

If I may, I would just like to go back to your question about cost
shifting with government programs. One of the things that hap-
pens with Medicare and Medicaid is that they lower reimburse-
ment rates in an effort to get more efficiency out of the health care
system. That, in part, does happen. But when it doesn’t fully pay
for the reimbursements, then what happens is there is a cost shift.
And the commercial segment, the commercial products pay for that
shortfall that’s not made up by efficiency that comes from those re-
imbursement cuts. And that’s estimated to be $1,500 for a family
of four who has private health insurance. That—if you look at the
total cost of private health insurance, that’s a major component it
of. Thank you.

Mr. ScHOCK. Thank you. And thank you, Chairman, for your
generosity.

Mr. KuciNicH. We are glad that you're on this committee and we
appreciate your participation. The Chair will recognize the distin-
guished chairman of the Judiciary Committee who has joined us,
Mr. Conyers. You may proceed.

Mr. CoNYERS. Thank you for this permission, Chairman
Kucinich. And I want to thank you for the hearing. These are dis-
tinguished, experienced members of the health insurance industry,
and I'm sure their testimony has been very important as we work
toward a reform of health care.

And I also want to commend the ranking Republican member,
Aaron Schock, who is carving out quite a record of distinction for
himself. I'm glad he is here with us as well.

Ms. Farrell, what do you think—what is your feeling about the
public option, and how do you think it fits into health care reform
as you see it, ma’am?

Ms. FARRELL. My view of the public option is that I think we
really need to focus our efforts on understanding what problems
that we are trying to solve around access and quality and afford-
ability, and then ask ourselves at the end of that whether or not
a public plan would actually progress us further down the path
than some of the bills that have already been put in place. I do
believe——

Mr. CONYERS. Could you pull the mic just a little closer, please?
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Ms. FARRELL. One of the things that’s concerning about a public
plan, which Congressman Schock was just referencing, is the cost
shift. If a public plan were to reimburse at Medicaid or Medicare
rates, there would be quite a cost shift to the commercial segment,
which would in turn result in increased costs in the commercial
sector, and therefore increased premiums, which is really antithet-
ical to what we are trying to achieve in health care reform.

Now, Mr. Richards, it was my impression that the public option
would be designed to save money, not cost more money, and that
it would provide a choice between citizens as to whether they want-
ed a private insurance plan, of which there are literally hundreds,
or would they want a public plan. Is that your impression?

Mr. RicHARDS. Congressman, CIGNA supports many of the re-
forms that are being debated in the debate in both the Senate and
in the House, including personal coverage requirements, guaran-
teed coverage, the elimination of preexisting conditions, and the re-
form of payment mechanisms. We believe if those reforms are en-
acted, then a government-run plan is not necessary.

Mr. CONYERS. So, Mr. Sassi, if you agree with that last comment,
then you don’t want any competition in the insurance—health in-
surance field, right?

Mr. SaAsst. I think it’s our position that there is a lot of competi-
tion today in the health insurance industry. There are over 1,300
health insurers in this country that compete for business.

The challenge is that when the Government could come in and
have the ability to set reimbursement rates, that it creates an
unlevel playing field between private industry and the Govern-
ment, and that certainly has the potential to exacerbate the cost
shift that already occurs between Medicare and Medicaid and the
private sector.

We also fear that as a result of that, since we don’t have—we
would not have a level playing field, since insurers are subject to
taxes and other types of expenses, that lower reimbursements, cou-
pled with taxes that we pay, create a dramatically unlevel playing
field and that could reduce choice for the American public.

Mr. CoNYERS. Well, Ms. Reitan, with this unanimity against the
public option, we are putting in a provision that everybody has to
get insurance, and if you can’t afford it, guess who will pay for?
The Government. And you’re talking about the public option will
cost—someone is talking about it, not you. How could one public
option destabilize 1,300 private insurance companies?

Ms. REITAN. Our company agrees with the statement that was
made earlier, that when you implement some of the reforms that
are being discussed that require insurers to offer coverage to all in-
dividuals, regardless of their health status, as long as they have a
requirement to access and carry coverage——

Mr. CoNYERS. Could you pull your mic up a little closer?

Ms. REITAN. We do agree there are people who are lower income,
often low-income working individuals, who will need some subsidy
in order to be able to afford health care coverage. So we believe if
you pass reform with all of those elements, we actually will have
a more well functioning health care system today and have the
ability to put in the market plans that can be affordable over time.

Mr. CoNYERS. Couldn’t a public option accomplish that?
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Ms. REITAN. We don’t think it’s needed in order to accomplish
that.

Mr. CONYERS. Why not? There are a lot of people advocating it.

Ms. REITAN. Because those reforms that I have described have
never been in existence in the United States. And so by passing
them, we think that can significantly improve the health insurance
system and make coverage both more accessible and more afford-
able.

Mr. CONYERS. Well—surely.

Mr. KENNEDY. We have a public option in the VA. The Veterans
Administration is essentially a public option. So we do have one
here in this country.

Mr. CoNYERS. What about Medicare? Who do you think runs
that?

Mr. KENNEDY. Exactly.

Mr. CoNYERS. Well, let me—I'm not doing too well on these ques-
tion, Mr. Chairman. Nobody seems to——

Mr. KuciNICH. I would suggest that the Chair is doing very well
with the questions. It may be the answers that we may be having
difficulty dealing with here, but your questions are just fine.

Mr. CoNYERS. Well, let me try Mr. Collins. Have you ever heard
of a universal single-payer health care system?

Mr. COLLINS. Yes, sir, I have heard of the concept.

Mr. CONYERS. And have you developed some feelings about it?

Mr. CoLLINS. Well, yes, sir, I have—clearly I'm a partisan for
the—having a private health care, robust private health care sec-
tor. I believe that the private health care sector brings a lot of
value to the overall system that we have here, and of course we
have a robust public system with Medicare, Medicaid, VA system,
TRICARE. Those are all components of the public system.

I believe the private system is important because it brings in in-
novation, it brings energy, it brings change, it brings ideas that are
often used in the public sector system as well. And I think we can
have both a private and public system. We can build on what is
good in the public system—in the private system, and use those
things to improve the private system as well, sir.

Mr. CoNYERS. That’s encouraging. Then why not let’s try the sin-
gle-payer system, H.R. 676? That’s mostly a public system. What’s
wrong with it?

Mr. COLLINS. I'm not actually familiar with that bill. If it’s a sin-
gle-payer system it would be the end of the private system as we
know, I believe.

Mr. CONYERS. Is that true, Mr. Bloem? Does that mean that the
private system goes out if you have a single-payer system?

Mr. BLOEM. I think the primary concern, Congressman, is the
fact that we mentioned before with respect to the cost shift. The
Medicare and the government programs, the VA, all of those pro-
grams have lower rates of reimbursement. So that in the entire
system, not all of the costs are being covered by—not the propor-
tional costs of care that those programs—that those programs give
are being borne by the Government. So there is a shift, as I men-
tioned to Congressman Schock, of about $1,500 for a family of four
every year.
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And so I think one valid concern would be that if all—there was
a single payer and all of the costs were borne by the Government,
then there would be none of the innovations that the others have
discussed. It would be the end of the commercial. But then you
would have to—the Government would then have to absorb all that
other cost, and that would make it—that would make it more ex-
pensive for everyone. There is also, I want to remind everybody,
what was said to—was said about the value of what the private
sector provides.

Mr. CONYERS. But what about all the cost increases that the
health industry is imposing upon people with health care, not only
in their premiums but also in pharmacy prescriptions that are
being raised? I mean, you talk about cost shifting; you ladies and
gentlemen are representing companies that keep raising the costs
of premiums every single year, and yet you’re worried about some-
body else shifting costs.

Mr. KuciNIiCH. Mr. Conyers, time has expired. But each one of
you that wishes to respond to his question, please do so. And I
would urge any or all of you to do it. Would someone care to re-
spond?

Mr. CoNYERS. Could we start—Ms. Farrell, could you help me
understand how I can increase my sympathy for health insurance
companies?

Mr. KucinicH. Ms. Farrell.

Ms. FARRELL. Yeah. The way we look at premium increases every
year and the way they are calculated is based on the underlying
increase in medical costs. And so

Mr. CONYERS. So you have to do it. But the profits are greater
and help—the only people I can think of that make more profits
than the industry that you six represent is oil and pharmacy.

Mr. KuciNIcH. The gentleman’s time is expired.

Mr. CONYERS. I'm sorry.

Mr. KuciNicH. We are grateful that you're here.

Mr. CONYERS. All right. Thank you very much.

Mr. KuciNICH. And the Chair recognizes Mr. Kennedy. And we
are grateful that you're here, Mr. Kennedy. And we are grateful for
your family’s lifelong commitment to health care for all Americans.

Mr. KENNEDY. Thank you, Mr. Chairman.

To the panel, as my former colleague was just talking about the
public option, and given the environment right now in Congress
with respect to the political liability of a public option, I wanted to
get to how we are going to implement savings in the event that a
public option isn’t passed. I am in strong favor of a public option
and want that on the record, but I understand that the political re-
ality of what is going on right now in Congress shows that that
may or may not happen.

If that doesn’t happen, I want to hear today what insurance com-
panies are going to do to step up to the plate to make sure that
we don’t waste a lot of time before we get put into place what will
be the alternative to a public option; that is, perhaps a trigger of
the public option, which means that we are going to have to wait
for us to show that insurance companies aren’t doing their job be-
fore a public option then gets kicked into place. And, of course,
that’s an ugly kind of scenario because it’s basically saying OK, we
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are going to wait until things go wrong before we fix them. And
that presupposes things are going to go wrong.

So obviously we don’t want things to go wrong. And what I would
like to hear from you is—we hear a lot of talk about different tools
in health care that will save money and improve quality and effi-
ciency, and we are all familiar with the inefficiencies in our current
system that lead not only to wasted dollars and poor health out-
comes for patients, but also huge administrative headaches and red
tape for patients.

Health care information technology, as I know, is one of the tools
we talk about in achieving efficiencies. But another area where we
could generate savings and quality improvements is through a
process called improvement tools, such as value stream mapping
and flat mapping.

We talk about how to make clinical improvements to improve ef-
ficiency, so to save money. But what do you see for these as poten-
tial to save money through the process of administrative improve-
ments? And what can be done to incentivize the use of these tools
in not only making clinical improvements, but also making im-
provements in the whole process of administrative making and cut-
ting out a lot of that red tape that everybody always acknowledges
is a big cumbersome part of your business? Could you tell us how
do we incentivize in government a way for you to do the right
thing?

Mr. Sassi. Congressman, I think there are many things that the
private sector can work with government on. I think you brought
up an important element: health information technology. I think
there—certainly my company, WellPoint, is very interested in im-
plementing health insurance technology. Examples include e-pre-
scribing and making sure that—making available to doctors the
ability via a PDA to prescribe—to check for drug-to-drug inter-
actions, to get personal health information——

Mr. KENNEDY. We know all—we don’t have much time. We know
all about IT and what it can do. But how do we ensure that, you
know, when you have an IT system that’s actually an IT system
that’s working to the maximum effect? We all know IT can work,
but it doesn’t do a lot of good to have IT and say all those great
buzzwords about keep prescribing and, you know, Doctor, you
know, supported protocols and all of that stuff. It’s not going to do
well if you don’t have a way of monitoring whether the system is
actually running efficiently.

And when the doctor says, oh, go out for these five referrals, and
they go out to the front and the administrative clerk only gives
them three of the five, who picks up that it was only three of the
ﬁve?d?How do you measure whether your system is working up to
speed?

How do you measure whether your system is working up to
speed? Who's going to be testing to make sure that you’re doing the
job in terms of getting the most efficiency out of your IT system.

Mr. Sassi. I think each company owns that for their own IT
areas, but I think it’s a shared responsibility.

Mr. KENNEDY. See, that’s the problem. See, that’s the problem,
because you can’t have all these proprietary systems out there. Ev-
erybody thinks they’ve got this new age IT thing going, and then,
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you know, they've all got different systems for, oh, we’re going to
try to do this process more efficiently here and this process here,
when we don’t have standards.

We have basic metrics for clinical care. Where are the metrics for
making sure that you’re going to do the best administratively? I
mean, we can do all the protocols in the world, when you come into
an ER and say, you know, wash your hands, get this glove, get that
glove, cooperate this way, we want this person to be treated so that
they don’t get an infection.

What I want to know is what you are doing to standardize, so
no matter what IT system there is and what health system, we
know that you all are doing, you know, not your own proprietary
thing, but whatever proprietary thing is doing, it’s Good House-
keeping Seal of Approval proprietary system that is squeezing out
every bit of waste and duplication and redundancy that there is out
there; how do we know that it’s really working to the best effect
that it’s supposed to be?

Mr. KucINICH. The gentleman’s time has expired, but the wit-
ness—one of the witnesses may respond if they care to. Anyone? I
think that Mr. Kennedy raised some important points. In the fol-
lowup discussions that staff has with the panel, we’ll explore that.
Thank you, Mr. Kennedy.

We’re now going to go to round two of questions. Just a little bit
of housekeeping here. On the last round of questions, I asked Mr.
Richards for information about his town hall meetings. You know
about all of our town hall meetings, we want to know about yours.
And so you have internal town hall meetings. We want your audio
tapes as well as copies of all minutes of those meetings and all
memoranda that was discussed at those meetings or actions de-
cided at those meetings. So you will be hearing from us in an even
more formal way, but just to understand that we do want that in-
formation, and I just announced it from the Chair here.

Now, I want——

Mr. CUMMINGS. Will the gentleman yield?

Mr. KuciNicH. The gentleman will yield.

Mr. CUMMINGS. Just one quick question. We don’t know whether
the others have these types of materials. I just was wondering if
the gentleman was——

Mr. KucINICH. At Mr. Cummings request that we will ask, so
we’re not singling you out, Mr. Richards, we will ask everybody to
produce the same information. You may not call them town hall
meetings, but we will try to find out what it is you have there, try
to organize your troops on the issue of cost reduction.

Mr. CUMMINGS. Thank you, Mr. Chairman.

Mr. KucCINICH. I thank the gentleman.

Mr. KENNEDY. Mr. Chairman, in response to the questions I'd
asked, if all of them could get back to me on actual, tangible rec-
ommendations as I pointed out to what we can do to standardize
incentives for them to have widespread standard of option of IT to
incentivize those savings.

Mr. KuciNicH. I thank Mr. Kennedy. This is not solely an inves-
tigative subcommittee. We also look for recommendations as to how
the existing system can be improved. So, as long as we have this
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system, I would imagine you ladies and gentlemen probably have
some pretty good ideas. So thank you, Mr. Kennedy.

Now, Ms. Farrell, let’s talk about Aetna. Aetna’s the third largest
private for-profit insurer, according to Fortune magazine, but your
current management returned your company to profitability by
shedding members. You made bigger profits with fewer premium
payers; isn’t that true?

Ms. FARRELL. Are you referring to back in the late nineties and
early 2000’s?

Mr. KuciNICH. That you have made—there is a point at which
you shed some members, and the profits started to go up; isn’t that
right?

Ms. FARRELL. There was a point in our history where we were
as an enterprise not profitable, and one of the reasons—the big rea-
son why we were not profitable is we had underestimated medical
costs.

Mr. KuciNICH. I'm sure. That’s exactly the point. So how many
customers did you have to lose in order to return to profitability?

Ms. FARRELL. I don’t recall. It wasn’t looked at in terms of how
many members we had to lose. It was looked at in terms of how—
what is the underlying weight of medical costs and how are we
going to price appropriately for that in the marketplace.

Mr. KuciNicH. Forbes magazine said you had to lose about 8 mil-
lion. We’re going to put that article in the record.

[The information referred to follows:]
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On a June evening President Obama was hosting a Nightline special at the White House on health care. Diane Sawyer posed
a question to an HMO executive in the audience, Aetna Chief Executive Ronald Williams. With premiums and profits always
rising, she asked, is the President right that your industry needs a new government-run public plan to be "kept honest"?
Williams smiled and said no. "It's difficult to compete against a player that's also refereeing the game," he said. The President
then got his tum and muffed the name. "First of alt | want to say that Mr. Walters has been very cooperative,” he said, going on
to explain why reform must include a public plan.

Not, until now, much of a public persona, Williams, 59, is taking a surprisingly visible role in arguing for change in the health
care system, He has met with Obama a haif-dozen times (he shrugs off the surmame gaffe), has testified four times in front of
Senate committees this year and participates in shindigs set up by the many trade groups for which he’s a director.

Williams' position echoes that of the HMO industry gererally: He's against a government-run plan but favors universal coverage
and forcing insurers to take all comers. He advocates cutting costs by standardizing payments among insurers, doctors and
hospitals. “I don't meet anyone who doesn't think we should get more people covered,” he says,

But comments fike that are drawing the criticism that, while he is now caliing for expanding coverage, his company has profited
in the past by deliberately covering fewer peopie.

Williams joined Aetna In 2001, recruited by his predecessor, John Rowe. During their run from 2001 to 2006, after which
Wiliiams took over, the company went from losing $266 milion to earning $1.7 biflion. The turnaround was mostly credited to
the decision by Williams to dump millions of members who were deemed unprofitable. From 1999 to 2004 membership fell by 8
million. Aetna cost "thousands of workers their jobs and millions of other people their insurance coverage,” says Wendell

Potter, a former Cigna executive. Williams responds, "We wish we had kept every customer.” He says that when Astna raised
its premiums to cover costs, customers left. .

Williams, who has earned $54 million since he was promoted, says Aetna is "well positioned” for a shift in the insurance
system. “it's & result of conscious strategic work on our part,” he says.

While a public plan would fikely damage alt HMOs, Aetna might get hurt the least because such a plan would mostly scoop up
small businesses and individuals, not Aetna's huge customers, like Bank of America and UPS. Aetna is only a bit player inthe
individual insurance market, covering 400,000 out of 18 million. |f reformers create some kind of public marketplace in which
people would buy coverage, Aetna could find new opportunities, by selling ta these folks without going through expensive retail
brokers, the modus operandi of Blue Cross and Biue Shield plans. Williams also never went deep into the Medicare HMO
business, now threatered with 14% reimbursement cuts. .

In the short term Aetna has bigger problems, The company reported a 28% fafl in profit in the second quarter. Aetna's
actuaries didn't see a rise in claims and priced coverage toe low. Aetna now estimates it will pay out 85 cents in claims for
every doliar it receives in premiums, That's 5% higher than last year. Williams says the company is fixing the problem. Barclays
HMO analyst Joshua Raskin predicts that by next year Aetna will right the ship--by cutting 600,000 members.
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Mr. KucCINICH. Does Aetna have an estimate of how much ex-
penses the company avoided by shedding those policyholders?

Ms. FARRELL. I don’t believe it was looked at that way. It was
looked at relative to——

Mr. KuciNICH. Can you determine for us, look at your internal
memoranda, at your actuarials? You should be able to figure out
how much money you actually saved by shedding 8 million policy-
holders?

Ms. FARRELL. I can look at that——

Mr. KuciNicH. I appreciate if you look at that. Also, almost all
of those 8 million people received their health insurance through
employers, and they lost their Aetna health insurance when Aetna
raised prices of the group plans beyond what their employers could
pay. I mean, isn’t that true?

Ms. FARRELL. I say if they left us, it was beyond that which they
felt was a reasonable premium——

Mr. KuciNicH. Thank you. Now, your CEO has spoken publicly
about the significant investments in sophisticated information tech-
nology he authorized at the start of his leadership. I assume those
IT investments helped Aetna identify employers for repricing. So
I'm wondering, could you tell the subcommittee if Aetna picks em-
ployers to shed by, for example, the type of occupation, work is per-
formed?

Ms. FARRELL. No, that’s not the way we would do that.

Mr. KUCINICH. Age in the plan, the age of the workers?

Ms. FARRELL. You're asking about our underwriting practices?

Mr. KucINICH. Does your IT system identify people by age, and
di) ygu pick employers to shed by the age of the workers in the
plan?

Ms. FARRELL. Our IT system does not identify people by age. The
way it works is that an employer will provide us with a list of their
employees and, along with that list would be other requirements in
order to underwrite, age being one of those.

Mr. KuciNIcH. Can you identify how long someone has been in
the system?

Ms. FARRELL. It would identify how long they have been a mem-
ber at Aetna, yes.

Mr. KuciNicH. OK. Now, do you pick employers to shed by
claims histories of the workers in the plan, such as frequency of
emergency room visits or disease clusters, like cancer?

Ms. FARRELL. Could you repeat your question, I'm sorry?

Mr. KUCINICH. I'm just trying to explore how employers get shed.
Do you look at claims histories of workers in the plan? For exam-
ple, if somebody visits an emergency room frequently or there is a
number of people with cancers, do you make decisions based on
some of those principles? Are any of those programmed into your
information technology?

Ms. FARRELL. No, we never drop a member because of an in-
crease in their medical.

Mr. KuciNicH. Like some, there will be a report that will just be
spit out that will say, uh oh, cluster of diseases here, cancer, high
cost, out?

Ms. FARRELL. No.

Mr. KuciNicH. That does not happen?
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Ms. FARRELL. That does not happen.

Mr. KUCINICH. And you don’t screen by location or ZIP codes; or
do you? Do you screen by location or ZIP codes?

Ms. FARRELL. One of the ways we price our business is to actu-
ally look at geography because there are significant cost variations
by geography across the United States.

Mr. KUCINICH. Are those cost variations determined by, among
other things, epidemiological factors?

Ms. FARRELL. They are determined by looking at the underlying
costs by geography, and there can be significant variations just
towns away from one another. So that’s one of the things that we
do take a look at.

Mr. KucINICH. My time has expired on this round, but what I'd
like to do, Ms. Farrell, is so that we can better understand the rela-
tionship between your information technology and how it serves as
a tool for decisionmaking, if you could provide this subcommittee
with a narrative so that we can come to an understanding of the
relationship between the data that you gather and the way that’s
used as a tool for your decisionmaking with respect to your cus-
tomers and whether they will continue to have policies. This would
deal with shedding, rescissions, even, you know, any use of infor-
mation technology that would use to shed any of those 8 million
customers.

And since we’re trying to be fair to each and every one of you,
this subcommittee’s going to ask each and every one of you by let-
ter to provide that information, that with the information tech-
nology that you have, how does it—does it help you decide which
customers to shed and how does it do that?

OK. My time has expired. We are going to go to Mr. Schock. You
have 5 minutes. You may proceed.

Mr. ScHOCK. Thank you, Mr. Chairman. You know, I guess in re-
sponse to some of the concerns raised, I would only say that, you
know, I think most of us agree—at least I agree—with the com-
ments that were made earlier that health care premium costs are
a function of reimbursement rates. And so I think it’s disingenuous
to compare a government-run plan to a private plan when a private
plan cannot control for costs and a government plan can.

In other words, in a truly static system where all reimbursement
rates are set at a Medicare and Medicaid reimbursement level, the
system then would be forced to control their costs either by reduc-
ing quality or reducing options.

And I think for those of us who share the concern of a movement
toward a single-payer system, it is clearly focused on the quality
of the care the patient will receive and continuing the progress that
this country and its health care system has made over those coun-
tries with a different plan in terms of the innovation and the tech-
nology that we have here in our country.

I can only speak from my experience prior to being in Congress,
which was in the State legislature in Illinois, and I witnessed first-
hand what happened in Illinois under then Rob Blagojevich’s
health care proposal, which was All Kids, which did similar to
what the Majority wants to do here, which was basically offer
health care, a government plan, for all kids in the State of Illinois
regardless of income.
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I saw firsthand in my legislative office individuals who had chil-
dren insured, individuals who were duly employed by an employer
who offered a private health care plan and who opted for the sav-
ings of anywhere from $50 to $70 a month to take their child out
of the private plan and enroll them in the All Kids Medicaid reim-
bursement level health care plan.

Now, it did two things. No. 1, I've got a very poor legislative dis-
trict, 40,000 voters, 20,000 of them on food stamps. The people liv-
ing in poverty who otherwise had access to care, their access dried
up and went away. Today, there is not a dentist in the city of Peo-
ria, Illinois that will take an All Kids patient.

Second, it ballooned the deficit within the State of Illinois’ Medic-
aid program, All Kids program. We are now 9 months late in our
reimbursement levels.

So I would just throw this out there as a case-in-point example,
a microcosm in our country where we have tried a similar option,
a competition if you will, against private insurers.

Second, and to that point I just don’t—I don’t buy the concept
that the solution to greater quality, greater access, and lower costs
is the Government.

To that point, though, I think we need to do a better job of pro-
viding—if we understand we’re trying to control cost, if everyone
accepts the fact that health care premiums rising are making it
more difficult for businesses to provide health insurance, for indi-
viduals to provide health insurance, how do we lower the health
care premium costs? Are we going to have to lower the request for
services or the rates that we’re paying back?

My question to you would be, how do we give those tools to the
consumer? Because it’s my view right now, as consumers, if I have
a private-pay health care plan, whether it’s provided to me as an
individual or whether it’s provided to me by my employer, I don’t
have the tools necessary—there’s not a lot of competition. I'm di-
gressing a little bit.

But there’s a lot of talk about health insurance being compared
to automobile insurance. The biggest difference I see in automobile
insurance is that if my car gets in a wreck I'm going to do one of
two things. I'm going to go around and I'm going to get probably
two or three estimates, not because I'm going to pay for out of
pocket, but because I know when I turn in my automobile ex-
penses, my automobile insurance rates are going to go up. That
connection doesn’t seem to be there—while it’s true, that connec-
tion doesn’t seem to be in the mind of the patient as he or she ac-
cesses the health care system.

So what tools can you in the insurance industry give to consum-
ers, how can we look at maybe reforming the way in which people
buy their health care, not the premium, not the premium, but rath-
er, the actual service, how they buy it—and I understand you can’t
do it in emergency care. But if I go in—I live in a relatively large
city, 150,000 people. A lot of places offer MRIs and each one of
those locations charge a different rate. Yet that information is not
readily available to me as a consumer.

I think that is a part and parcel to us of doing a better job of
controlling the costs that go and drive up health care premiums.
So if you could answer that question I would appreciate it. What
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are you doing now and what could we be doing to give those tools
better to consumers?

Mr. KucINICH. The gentleman’s time has expired, but the wit-
nesses can answer the question. Thank you.

Mr. Sass1i. Congressman, I can answer that from my company,
WellPoint. Several years ago, we embarked on a journey to increase
the transparency so that consumers could more easily compare the
prices of commonly used services within their geographic area; be-
cause you're right, there is a large disparity between an MRI in
one part of the city and another part of the city, a cost for com-
monly—knee replacements in one part of the city versus others.

So we created Anthem Care Compare, which is a Web site that
identifies the top 34 elective-type procedures and a member can go
into that Web site, type in their ZIP code, and it will identify dif-
ferent providers within the area and the costs associated that
would be charged by the different facilities for those areas. Plus,
we try and tie in as much quality—publicly available quality infor-
mation that is available to members, so that if youre considering
having your knee replaced at a certain facility, how often do they
do that procedure and what is the success rate, what is the read-
mission rate for that?

We have rolled that out in many of our markets across the coun-
try, and actually were now providing that service to many
BlueCross BlueShield plans across the country. So that’s one exam-
ple of how we can increase the transparency.

Mr. RicHARDS. Congressman, you mentioned MRIs, which is a
great example. In some geographies the cost of an MRI can vary
by 100 percent or more depending on where you go. At CIGNA,
we've provided the cost of MRIs on our Web site so individuals can
go and look it up. The vast majority of the health care providers
that work with us allow us to do that. There are some that do not
allow us to show the transparency, but the vast majority do, and
it does help.

The other thing I would say is—along the lines of tools, you need
to provide the incentives to individuals. One of CIGNA’s customers
is Safeway, and I think they’re a marvelous example of a company
that has worked with CIGNA to both increase the cost and quality
transparency—because it’s not cost of areas but quality of areas as
well—among their employees so they can get the right care, get it
at the most efficient price. They also incentivize people for appro-
priate behaviors, whether that’s not using tobacco or exercising be-
cause, at the end of the day for Safeway, if you have a healthier
employee, it’s also going to be a lower-cost employee.

Mr. KucINIicH. I thank Mr. Schock for his presence here, and if
you have followup questions, you want to put them in writing, we
will make sure that they will go through the committee. We sup-
port your request.

You know you brought up that issue—I just want as Chair just
take a little bit of your pointing out that, you know, when you
brought up the issue about car insurance and compared to health
insurance, I mean that’s one of the debates right now. And just
what occurs to me is that if you wrecked your car, you get a new
car. If you wreck your health, you're dead, you know, unless you
believe in reincarnation.
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Mr. Schock, thank you.

Mr. ScHOCK. Thank you.

Mr. KucINICH. The Chair recognizes Mr. Cummings.

Mr. CUMMINGS. As I was sitting here listening to you all, I was
saying to myself, boy, they sound real nice, I mean it sounds like
everything’s rosy, and you know, when—it’s amazing, the people
who sat here yesterday made us—I mean said some things that
were very, I thought, I felt, very damaging to the—to what you all
do every day. I'm not talking about you all individually, of course.

And the thing I guess that I'm just sort of wondering about, they
made a big deal of this whole denial of claims. And I specifically
asked them the question about whether they felt that things were
worse or better since the Clintons tried to get through health care
reform, and they said that they were far worse with regard to de-
nial of claims.

And so, Ms. Farrell, I'm going to go to you because I—for one
reason because you had said something that interests me. You had
talked a little bit earlier about claims, that there were no—there
was no one—that only—maybe it was several of you who said only
doctors deny claims; is that right? So you all were telling me that
there are no other nonmedical people who make decisions that a
person cannot get a certain treatment paid for; is that what you're
telling me?

Ms. FARRELL. Just to clarify, what I said was that there are no
medical decisions or no medical denials that are made by somebody
who is not a physician. You can deny a claim for a nonmedical rea-
son, and that decision can be made, obviously, by a nonclinician.

Mr. CuUMMINGS. And I take it that those kinds of decisions are
made every day, are they not, by nonmedical people?

Ms. FARRELL. Nonmedical decisions, yes, can be made by non-
medical people; but if it’s medically related, it is made by a physi-
cian.

Mr. CUMMINGS. And so a claim is for services—I just want to
make sure our definitions are right again—services already ren-
dered; is that right? A claim is normally for something—I see you
shaking your head, Mr. Bloem; is that right?

Mr. BLOEM. I think that we are as a group here struggling with
what the definition of a denial of a claim is. To me, a claim, when
I cited what the survey said about us, a claim—there are basically
three kinds of claims, and the first kind has been really enunciated
here quite well. That’s when you get a duplicate claim. That’s when
you’ve rendered service, as you said, and then you get a claim that
comes in, and then another claim comes in and you probably paid
the first one.

In the denial rate, in the numbers I cited, the 5.7 that we have
and the 5.4 that we have and the 8.7 that Medicare Part B has,
in those claims, the biggest cause of that is duplicate claims.

The next kind of claim is for experimental or investigational
where there wasn’t any preauthorization, which was also discussed
earlier.

And the last kind is where the employer has not—has through
the policy terms decided we are not going to cover that kind of a
claim, that kind of a process, that kind of a procedure.
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Now, the other thing that we're struggling—when you are asking
questions, I believe you're also talking about coverage determina-
tion; other people have coverage in advance of when services are
covered.

Mr. CuMMINGS. Yes, OK. I've got to ask you this. I understand
a person can have their treatment preauthorized and even get a
preauthorization number, get treatment and still the payment for
that same procedure may be denied; is that true?

Mr. BLOEM. In a coverage determination, there’s an initial deci-
sion made about whether this procedure is covered, and that, in
our company, like in the case of Ms. Farrell’s company, that’s done
on a denial of coverage, is only for medical reasons, is only done
by a licensed board-certified medical director.

Mr. CUMMINGS. And so none of you all, then, nobody up here has
anyone who denies a person treatment, in other words that’s—in
other words, how many of you all deny folks, if any of you have
people who you give bonuses to or give financial incentive for a de-
nial of treatment? Nobody.

Mr. BLOEM. I answered before, neither, none.

Mr. CUMMINGS. No, OK. I just think that based upon the testi-
mony that we got yesterday, the testimony was clear that there are
many, many instances where insurance companies are basically in-
tentionally—and you may call it coverage, you may call it claims,
whatever—holding back decisions and literally waiting for certain
things to happen and, sadly, in some instances, death, and then,
you know, and the person is denied one way or the other. So as
the chairman said, here—different with an automobile—a person
dies, and that’s a sad, sad situation.

Mr. KuciNICH. The Chair recognizes Mr. Conyers. You may pro-
ceed for 5 minutes.

Mr. CoNYERS. Thank you for your generosity, Chairman
Kucinich.

Ms. Farrell, are you aware of the report from Health Care for
America Now, on July 15th, that reported that profits at the 10
largest publicly traded insurance companies was 428 percent from
2000 to 2007?

Ms. FARRELL. I am not aware of the specific report that you're
referencing, but Aetna’s profits—for every dollar we take in, we pay
about—we make about 5 cents in profit, pay about 84 cents in med-
ical claims.

Mr. CONYERS. Well, what about you, Mr. Richards, are you aware
of this report?

Mr. RICHARDS. I'm not aware of that report. I do know that if you
look at CIGNA’s total profits globally, we make about $1.66 per
customer per month.

Mr. CONYERS. I see. Mr. Sassi, have you ever heard of this state-
ment?

Mr. SAssI. I am not aware of that report either.

Mr. ConYERS. OK. And Ms. Reitan, you must have heard about
this.

Ms. REITAN. I have not heard of it, and we wouldn’t be in there
because we’re a noninvestor-owned company.

Mr. CONYERS. Well, I know Mr. Collins has.
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Mr. COLLINS. As a matter of fact, Chairman Conyers, I've seen
that report in the newspaper and I believe it’s just—it’s somewhat
deceptive in the way it’s framed. There’s been an enormous amount
of growth among the top companies, and it’s simply adding up the
gross profits of companies as they've grown over time. So there’s
a larger share of profitability today in those top companies than
there was 10 years ago, but that doesn’t mean that profits have
grown per member, per unit of business, per customer. It—one nec-
essarily doesn’t flow from the other. It’s a function of the size.

Mr. CONYERS. Mr. Bloem, you know about this, don’t you?

Mr. BLOEM. I’'m not familiar with that study, but let me comment
on my company.

Mr. CONYERS. Wait a minute, I don’t want you to comment on
your company. You're not familiar with the statement?

Mr. BLOEM. I'm not familiar with—I'm not familiar with the
study or the statement.

Mr. CoNYERS. OK. Well, how long have you been in the business?

Mr. BLOEM. I've been at my company since the beginning of
2001.

Mr. CoNYERS. OK. Have you ever heard of Health Care for Amer-
ica Now?

Mr. BLOEM. No, I’'ve not.

Mr. CoNYERS. OK. Well, let me ask you this question. Are you
familiar with a recent study of the American Medical Association
that 94 percent of the insurance markets in the United States are
highly concentrated?

Mr. BLOEM. I'm not. I would——

Mr. CoNYERS. You're not familiar?

Mr. BLOEM. I'm not familiar generally with those statistics, but
it’s not an unfamiliar statistic that in terms of some markets don’t
have a lot of competition, but most markets have much competi-
tion. Excuse me.

Mr. CONYERS. Well, do you contest this finding of the AMA?

Mr. BLOEM. I don’t know enough to contest or affirm.

Mr. CoNYERS. OK. Well, let’s go down the line again then. Ms.
Farrell, you're a student of the—I know you subscribe to AMA jour-
nals; you’ve heard of it.

Ms. FARRELL. I'm not aware of that specific study.

Mr. CONYERS. You've never heard of it. Richards, you never
heard of it?

Mr. RicHARDS. No, I have not, Congressman.

Mr. CONYERS. Well, let me just ask to save time: Has anybody
ever heard of it? Has anybody ever heard of the AMA?

Mr. BLOEM. Yes.

Mr. RICHARDS. Yes.

Mr. SAssI. Yes.

Mr. CoNYERS. All right. Well, let me—let me ask you about this.
Have you ever heard of the statement that’s been made public, and
to my knowledge never contested, that the 10 largest companies in
health insurance, the CEOs’ compensations total $118.6 million, an
average of $11.9 million per CEO?

Now, let’s save some time. Anybody ever heard of that before?
Nobody? Well, do you want a citation for it? Not particularly. OK.
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All right. Let me ask you this, Ms. Farrell: What is your annual
compensation per year?

Ms. FARRELL. My annual compensation is something that is very
private to me and something that I would be happy to submit——

Mr. CONYERS. You don’t want to tell me; is that what you’re say-
ing?

Ms. FARRELL. I'm saying that I consider my compensation to be
very private and that I would be happy to submit it to the commit-
tee in writing.

Mr. CONYERS. But you don’t want to say it publicly?

Ms. FARRELL. No, because I do consider it to be private.

Mr. KuciNicH. Mr. Conyers, before you came, we asked the wit-
nesses to submit information about their compensation in writing,
if they choose not to answer at this committee meeting, but they
will present it to us in writing.

Mr. CoNYERS. OK.

Mr. KucINICH. We can still get that information with their agree-
ment.

Mr. CONYERS. Last question. Does anybody here—I've never had
a hearing with six executives of health insurance who were all on
the same panel. This is a new experience for me. Do any of you
want to tell me what your annual compensation is, just for the
record, without having to submit it in writing?

Mr. KuciNicH. If the witnesses care to respond, you can do that.
If you don’t, we certainly want you to submit that in writing.

Mr. CoNYERS. What do you want to tell me, Ms. Reitan?

Ms. REITAN. I'll tell you I make $728,000 a year in salary.

Mr. CoNYERS. OK. I thank you for that. And what did you want
to tell me, Mr. Bloem?

Mr. BLOEM. My compensation is $545,000 a year. It’s a matter
of public record.

Mr. CONYERS. Sure, and I thank you for that. And what do you
want to tell me, Mr. Sassi?

Mr. Sass1. I'd be happy to provide it in writing but it’s a privacy
issue.

Mr. CoNYERS. It’s what?

Mr. SaAssl. I consider it a privacy issue, and I'd be happy to sub-
mit it in writing.

Mr. CONYERS. OK.

Mr. KENNEDY. Would you yield?

Mr. KucINICH. Before we go to Mr. Kennedy, I just want it un-
derstood that you have agreed to submit this information to the
committee. As long as we have that agreement, that’s fine. You can
choose to answer the question now or you can choose to answer it
in writing. It’s really your choice.

Mr. KucINICH. So, Mr. Conyers. Mr. Kennedy,

Mr. KENNEDY. I just to yield, just to be happy, John was bringing
up a point. I think folks here just are obviously just working in a
field that’s perfectly legal and set up by our society to earn what
they’re doing and there’s nothing wrong with that.

I think what is wrong, as the gentleman’s trying to point out, is
that last year the head of CIGNA earned $11 million. Now, if
you’re going to talk about where that money’s coming from, it’s
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clearly coming from denied claims. The head of the UnitedHealth
Group earned $9.4 million. Now, these are public records.

So you don’t have to ask. They’re nice to—I'm sure they love to
be called senior executives; but frankly, John, I think they hope to
be senior executives at those kinds of pay scales, but they're I'm
sure not at that level yet.

But the point is, we are trying to make the point that the indus-
try is allowing for these kinds of exorbitant pay at the very top,
which just begs the question, it’s an allowable industry in our coun-
try. But we need to know, you know, kind of what is this a matter
of where these dollars are coming from when people are paying
these premiums and people are getting rejected for health care,
how are these compensations so exorbitant?

So I appreciate the questions you’re asking. I also understand
the fact that these individuals here have every right to say or do
what they’re, you know, doing because theyre in an industry——

Mr. KucinNicH. If I may, Mr. Conyers’ time has expired. However,
we will now go to you, Mr. Kennedy, if you want to yield any time
back to Mr. Conyers. You can proceed for 5 minutes, and we're
going to go one more round after that, and then we will be done,
because I know everyone here is trying to catch your planes.

Mr. KENNEDY. Well, I would like, Mr. Chairman, to go back to
this whole idea of how we’re—if insurance has thus far not gotten
around to figuring out ways to help the government or the society
change reimbursement reform, if we’'ve known for years that our
system is upside down, that all we pay is for sick care rather than
health care, if there are simple ways for us to keep people from
being frequent flyers in our emergency rooms, if we just did X, Y
and Z, and that that would lessen the pressure on you as insurers
to charge your customers exorbitant premiums, then why haven’t
you in your industry taken upon yourself to be the biggest advo-
cates for insurance reform over the last 20 years?

And furthermore, what I don’t get is that back home, like most
of my businesses for the most part are passive when it comes to
their insurance premiums. They let their insurer—insurance car-
riers kind of dictate to them. They said, oh, here’s your premium
this year. And in fact, it’s the insurance companies that work for
the company that they are, you know, subscribing for and they’ve
been hired to do their policies for.

And so I just don’t for the life of me understand why, if it’s in
the interest of their client to reduce premium costs and so forth
and health—why insurers in this country haven’t been at the fore-
front of this health care debate saying, listen, we’ve got—here are
the ways we can restructure the health care market based upon a
capitalist system whereby it pays to have better care at reduced
costs.

That’s what I can’t figure out, Mr. Chairman. If this is really
about making money, we know there’s plenty of money to be made.
Why can’t they build a better mousetrap to make money and also
save—save money and give us the answers? You know, we're just
trying to do what I think is consistent with what they’re trying to
do, and that is lower costs and build quality. They’re the experts.
They keep saying they’'ve got all the innovation because they’re in
the private sector. Then why aren’t they giving it to us?
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Why do I have to sit up here and ask about things that I frankly
am not all that educated about, because my staff person puts it in
front of me, and they’re going to promise to get back to me on
value-based streamlining and engineering. That cannot apply to
health care.

You know, all of these kinds of things that we’re going to have
to try to put in law so as to enforce insurance companies to bring
their costs down, why do we have to put that into law? I'm sure
icheyddon’t want to be regulated anymore than they are being regu-
ated.

So tell us why—because we’re being pressured to bring our defi-
cit down. We’ve got this enormous deficit. It’s going to swallow all
our future dollars, our taxpayer dollars. Our taxpayers are going
crazy because they're getting on our tail for having a big deficit,
and what we are trying to do is respond to them and say health
caredis one of the biggest financial nuts our country has going for-
ward.

So were asking you to help us because one way or the other,
money’s going to get—have to be streamlined, and it’s a question
of whether it’s going to be done at the expense of our consumers,
which we don’t want, or it’s going to be done efficiently and with
quality in mind so that people don’t get their health care cut just
because we haven’t been on the forefront of making the right deci-
sions policy-wise that allows them to continue their health care in
the most efficient way possible.

Maybe you could comment on why you don’t think—you guys
have been ahead of the game in terms of getting better reimburse-
ment reform prior to this year—why does the Government have to
do all this incentivizing for health rather than sick care? Why are
we the ones that have to do this? Why haven’t you been out there
for years doing this stuff?

Mr. RicHARDS. Congressman, I'd love to respond to your ques-
tion. First of all, I think there are some things that we can do indi-
vidually. Certainly, at CIGNA we do several things to improve the
health of our customers.

For instance, we have a gaps-in-care program where we monitor
for evidence-based care to identify if our customers aren’t getting
the care they need. For instance, somebody who has recently had
a heart attack, who is not on the proper medication, a beta blocker.
By mining that data, we can then outreach to that individual’s doc-
tor and to the individual and say, shouldn’t this person be on a
beta blocker because medical evidence would say that for most peo-
ple that’s appropriate and if they don’t take that drug they’re much
more likely to have an heart attack. So that’s an instance where
we are using technology and our people to actually increase phar-
maceutical claims for the better health of the individual. That’s
something we can do and do do today.

Relative to your payment reform question, again, CIGNA is
working with a variety of health care professionals. I referenced
Dartmouth-Hitchcock in New Hampshire. We're actually working
with five other entities around the country for payment reform
where we have a patient-centered medical home, where a primary
care doctor can coordinate the care because it is a complex system.
If somebody is very sick, they tend to need a lot of different doctors,
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and having that primary care person look after the care is very im-
portant. A lot of primary care doctors can’t afford to do that today
because the reimbursement rates that Medicare and private insur-
ance pay them, it’s very tough for them to be able to do that.

So medical home is a promising pilot that we’re trying where
we're paying extra money to those primary care physicians to allow
them the time to help coordinate the care. So I think there are
things we can do individually. There are thing we can do in part-
nership with health care professionals, the doctors and hospitals,
and then I think there are things that the government needs to
help on as well. And CIGNA and the industry have definitely sup-
ported reforms for a variety of things that we mentioned at the
committee today.

We really need government to work with us to help enact some
reform as well. We look forward to working with you on this de-
bate, Congressman Kennedy.

Mr. KENNEDY. My point is that medical home we've known for
a long time works. Why are we piloting it? I know it’s what we’re
piloting in the legislation, but we’re only doing it because we’re
slow-walking something that we know works. It’s been dem-
onstrated over and over again. It makes so much common sense.
It’s like this whole trigger thing. We’re doing what is inevitable,
but it’s going to take us an extra 4 or 5 years before we take the
whole medical home thing to scale, because we’re just—too many
financial interests that we’re going to have to tiptoe around in
order to get this thing implemented.

But if you guys stood up and said, hey, we all know medical
homes are about making more efficient, giving the primary care doc
and gatekeeper more time to help coordinate care because 80 per-
cent of the dollars are spent on 20 percent of the people. They're
the chronic users. They're the highest users of health care. That’s
where we can get the most money. Let’s do it, boom, let’s go. What
are we slowing down for?

The reason were slowing down is because there is this inertia
out there because everybody is trying to protect their piece of the
turf, and we wouldn’t have that if insurance was more proactive.
It’s in your interest to be more proactive because at the end of the
day we’re going to hit the wall, and when we hit the wall, everyone
else who is well off is going to be fine. It’s the people in the middle
and the bottom who are going to be hurt.

Mr. KuciNIcH. The gentleman’s time expired quite a while ago.
But I tell you, I think everyone in this room and everyone watching
knows how important what you just said is. And they’re wondering
if there’s any response to—does industry care to respond to what
Mr. Kennedy said? Anyway, what he’s providing is a wake-up call
here. Does anyone care to respond? We're going to have one more—
Mr. Kennedy, we’re going to have one more round after this and
we’ll wrap it up. But does anyone want to respond to Mr. Kennedy?

Mr. CoLLINS. Chairman Kucinich, we’ve submitted—and we’ll
send it for the record—proposals that we circulated with the ad-
ministration and Capitol Hill of $500 billion of potential savings.
I won’t

Mr. KuciNicH. Over what period of time?
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Mr. CoLLINS. Over a period of time from 2010 to 2019, and we’ll
submit this report to the committee as part of the record.

Mr. KuciNicH. How much was that again?

Mr. CoLLINS. It was $540 billion, sir.

Mr. KuciNicH. OK. That would be helpful, and anyone who
wants to submit similar information, so ordered, and we appreciate
you doing that.

I just want to say that as we go to the final round of questions
here, I'm sure that the insurance company executives who are here
recognize that everything’s changed with respect to health care in
America. You are facing a totally new environment than when you
started your careers in health care: 47 million people uninsured,
another 50 million underinsured.

As you know, many people are losing everything they have be-
cause they can’t afford to pay their hospital bills, and many of
those people had insurance. And so today we’re talking about this
business model, but we also have to understand—you get respect
for your being here, but we also have a great understanding of your
position and your political power.

Let me give you an example. The insurance companies are so
powerful that you were able to take H.R. 676, Medicare for All,
well off the table right at the beginning of the discussion, for either
party, not just one party or another. Both parties took it off the
table. There’s 85 Members of Congress that have signed on to it.
It’s a bill that Mr. Conyers and I drafted—86, thank you.

But the point is that you are able to exert your influence, and
some of the reasons you’re here today, I mean very clearly clashes
with your business model. We understand that you’re very influen-
tial here.

Based on your influence, we're seeing the so-called public option
which will provide some competition—we understand you feel it
wouldn’t be productive. But based on your influence, the public op-
tion looks like it is going to be very difficult to get into a final bill.
And of course, the industry has had an influence in shaping issues
such as triggers and co-ops.

What Mr. Kennedy had to say I think is so important, and where
Mr. Kennedy’s comments lead to is that you should be thinking
about the fact that the business model that you have could end up
being—could end up killing the goose that laid your golden egg.
You may be reaching an end point as to how much medical loss
ratio you can go before people start to say, what’s going on here?
How far can your executives go, making millions of dollars a year,
while claims are being denied—you may say there’s no connection,
but the public does make a connection.

And look at where we’re headed toward. This is where your pres-
ence here is not a small matter. We could very well be headed to-
ward a condition where health care reform in America is really a
form of a continuation of what I call insurance care, whereby the
food and well-being of people, according to CBO, will potentially be
covered by H.R. 3200.

Without a public option, 32 million people will be pushed into
private plans. They have to choose among private plans, and if they
don’t do that and they don’t choose and they don’t pay, they could
be penalized. Extraordinary. But with that kind of power, I would
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hope you start to think about a different model of business and so-
cial responsibility. I'm not lecturing you. I'm just sharing some
thoughts.

The insurance industry, because of changes in the global climate,
is due to take enormous hits, particularly in coastal areas over the
next 40 years. We should all be working together, but on health
care, you may eventually want to think about what it’s going to be
like when you wind down your health care products because, frank-
ly, Mr. Chairman, I think sooner or later, whether it’s this decade
or another decade, you're moving toward a condition where more
people are going to be uninsured, more people will be under-
insured. Premiums, copays, and deductibles are going to be out of
the reach of more and more Americans, and they’re going to put
it on you, and you know that.

And so you know, I didn’t call you in front of this committee
today to embarrass you. That’s not my intention at all. We need
to get information about how your business model works, because
people really need to understand that. We understand you’re not
charitable organizations. That’s not why you were formed. You're
responsible to shareholders; we understand that. If your medical
loss ratio changes too significantly, Wall Street will punish you; we
understand that too.

The question is, is this business model sufficient to provide
health care to American people at costs that’s affordable? There’s
a collision here, and you happen to be at that time and place where
this collision is happening.

I'm going to ask one final question as I wrap up my time here.
Yesterday we received testimony from Erinn Ackley of Montana.
Erinn’s father, William Ackley—and his obituary is part of the
record—had a request for bone marrow transplant and that request
was denied coverage on four separate occasions, causing a delay of
126 days in his cancer treatment. He ended up dying from the can-
cer.

Now, Erinn Ackley told this committee that had he been enrolled
in Medicare he would have received his bone marrow transplant
right away. And Government-run Medicare provides primary
health insurance to most senior citizens, has developed standard-
ized forms, and standardized fits, with administrative costs that
are a fraction of yours as percentage of revenues.

Now, I'd just like to go down the line and answer this question.
Isn’t it true that your reason for not adopting Medicare’s coverage
standards as your own is that you could not deny payment for ex-
pensive treatments such as the one I just referred to? Mr. Collins.

Mr. CoLLINS. Chairman Kucinich, I can’t answer that question.
I'm not familiar with the Medicare guidelines. That would have
been something appropriate for our chief medical officer to discuss.

Mr. KUuCINICH. Mr. Sassi.

Mr. SassI. Like Mr. Collins, I am not familiar with it.

Mr. KuciNicH. Ms. Farrell.

Ms. FARRELL. Same, Mr. Chairman, I'm not familiar either.

Mr. KuciNicH. Mr. Bloem.

Mr. BLOEM. Nor myself.

MR. KuciNicH. Mr. Richards, can you answer that?
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Mr. RicHARDS. No. Our chief medical officer actually used to be
the chief medical officer for CMS, Dr. Jeffrey Kang. Had he been
here today, I'm sure he could have answered it.

Mr. KuciNIicH. Thank you. But I'm glad that you’re here because
I got a chance to ask you about your town hall meetings, and I'm
really interested in that. So thanks for being here, Mr. Richards.

Ms. Reitan.

Ms. REITAN. I've got the same problem that everyone else men-
tioned. One of our chief medical officers could have answered that
question.

Mr. KUCINICH. See, I mean, you know, you may not be as famil-
iar with the Medicare standards—and I'll accept that answer—but
I think you understand why I asked the question; and that is, we're
trying to get to the genesis of the business model here: How do you
make money?

Many Americans believe that insurance companies make money
not providing health care; that your first obligation is to the stock-
holders or shareholders, and then you have an obligation some-
where down the road to the people who are your policyholders. You
have to have some obligation. You do pay, you said you have. You
have a pretty good batting average on a lot of that. And when you
get into the mechanics of analyzing it, it will raise some questions
which is what we did today.

Mr. Conyers, you have 5 more minutes for questions, or do you
wish to——

Mr. CONYERS. I'm so nearly exhausted, Mr. Chairman, I hardly
have anything else to say, but to thank you for this meeting and
to thank our witnesses for holding up.

But you know, it’s been made public, but the American Medical
Association has sort of come out for the Obama approach. You all
have heard about that, have you? No? Yes, no? OK. You don’t know
if the AMA is with Obama or not?

What about your companies? Have your companies said anything
one way or the other about Obama’s strategy of health reform?
Anybody? You don’t know? Yes, sir.

Mr. RiCHARDS. Congressman, CIGNA has come out, as have
many others in the industry, in support of many aspects of the
President’s plan.

Mr. CONYERS. OK. Let me put it more delicately. Are there parts
of the Obama H.R. 3200 approach that your company is for and
there are other parts you may not be in full accord with? Is that
about fair? Everybody shakes their head. There are parts you can
go along with and some parts—obviously public option is not one
of your favorite parts of the bill, however it may appear, but there
may be some other things. But there are things you like.

Mr. RicHARDS. Congressman, there are many things we like, yes.

Mr. CoNYERS. Pardon?

Mr. RicHARDS. There are many things we like, yes.

Mr. CONYERS. Well, thank you. Let me just ask you about the
Baucus bill. You've got a reaction. Did he make a little impression
on you, or somewhat favorable? How does that resonate with your
companies?
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Mr. RICHARDS. Congressman, just from CIGNA’s standpoint, I
know that Senator Baucus just came out with it, and we’re still re-
viewing the details of that bill.

Mr. CONYERS. Yeah, but so am I. I mean, we all got the news
at the same time. It’s been on television, newspapers, commenta-
tor?i, doctors, come on. I mean, how long do you have to—how much
study——

Mr. RICHARDS. Congressman, my understanding is there’s no leg-
islative language actually that’s been shared yet; but again, we are
studying what has been released.

Mr. CONYERS. Really?

Mr. RicHARDS. That’s my understanding, yes.

Mr. CoNYERS. He’s been preaching about his bill and copying
headlines all over the place. You say there’s been nothing specific.
There’s a bill out that’s got the chairman of the Finance Committee
of the Senate.

Well, I tell you what, could you—I know you've got a lot of as-
signments coming here today. Could you let me know when you—
when your companies have examined it sufficiently to let me know
what you think of it?

Mr. COLLINS. Absolutely.

Mr. ConYERs. OK. All right. Thank you very much.

Now, finally, we had testimony in the Judiciary Committee,
under subcommittee Chairwoman Linda Sanchez, from doctors that
there were 1 million medical bankruptcies in the United States;
that is, personal bankruptcies caused by medical bills. Ever heard
of that? Nobody’s heard of that. OK. Well, I can’t—I can’t ask you
to comment on that.

Let’s do it hypothetically. If you heard it and learned about that,
would that cast some concern on you about the problems that indi-
viduals are going through when the largest cause of individual
bankruptcies in the United States are due to medical bills that peo-
ple couldn’t afford? You’d be concerned? Well, may I send you some
things? You're sending us a lot of things; can I send you some more
information about that subject? OK.

Thank you, Mr. Chairman, for your generosity.

Mr. KuciNicH. I thank the gentleman. Finally, Congressman
Kennedy, you may proceed for 5 minutes.

Mr. KENNEDY. Thank you, Mr. Chairman. Thank you for holding
this hearing, Mr. Chairman, appreciate it.

Thank you all for your patience this afternoon during our ques-
tioris, and looking forward to getting responses to the ones I asked
earlier.

I would ask all of you if you would just give me affirmative in
terms of working with my office in closing a loophole that appeared
in last year’s Wellstone-Domenici Mental Health Parity and Addic-
tion Equity Act bill. We applied it to all insurers for mental bene-
fits. It seems as though college students’ health insurance plans do
not have—it’s not applicable to college students’ health care plans
because students are not technically employees of the university.
So the bill talks about this as covering employee-based health in-
surance plans. So you see the wrinkle there.

And as a result, since students aren’t considered employees,
they're not subject to the requirement—although the insurance
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companies who insure students aren’t subject to the requirement
for parity and because suicide amongst kids is the third largest
cause of death, I would ask all of you now, would you be willing
to work with me to close that loophole in this health bill with lan-
guage that ensures that the spirit of the law that’s applying to all
of you for every other health insurance plan is—ensures that kids
who need it the most get that coverage as mandated under the
Wellstone-Domenici parity bill.

Mr. CoLLINS. Yes, sir.

Mr. SAssI. Yes, sir.

Ms. FARRELL. Yes, sir.

Mr. RicHARDS. Yes. CIGNA strongly supported the Domenici-
}Ilielnnedy bill, and we’d be glad to work with you to close the loop-

ole.

Mr. KENNEDY. OK. That would be great. William Gardner in my
office, if you could be in touch with him. We're just trying to make
sure we get that facilitated in this bill so that the kids don’t get,
you know, disrupted in their health insurance coverage.

Obviously, I have a lot of other things but want to make sure we
tidied that up. Thank you, Mr. Chairman.

Mr. KuciNicH. Thank you very much, Mr. Kennedy and Mr. Con-
yers, for remaining.

This has been a hearing of the Domestic Policy Subcommittee of
the Oversight and Government Reform Committee. We have gone
over 3 hours now, and the witnesses have been much appreciated
and your presence here.

The title of today’s hearing, Between You and Your Doctor: The
Private Health Insurance Bureaucracy: I feel, as Mr. Kennedy just
implied, that we barely scratched the surface here, but I hope that
the witnesses understand and hope that you feel that this commit-
tee has treated you fairly. There’s no brow-beating here, there’s no
trick questions, there’s no attempt to try to force you to give an an-
swer over something that you’re not ready to do at this moment,
and that’s the way we’re going to continue to proceed.

We are a fact-finding investigative subcommittee. We’'re going to
continue to try to get information from the industry so that we can
understand your business model a little bit better.

And while I have tried to conduct these hearings in an impartial
way, away from these hearings I'm a very strong advocate of the
bill that I wrote with John Conyers, but I don’t let that interfere
with the conduct of this meeting. I want to make sure that you're
given a chance to put your point of view on the record. And so
while you’re treated fairly here, we're hopeful that you're going to
treat—treat the American people fairly.

And I think as we move forward this issue of awareness, Mr.
Conyers is going to send you some information. I think this is a
time we can become more aware of your business model and you
can become more aware of why we have such great concerns and
why there is a national movement right now to really move away
from the model that you have spent your life building.

So it’s a great time for this debate in the country. Health care
ends up being a flashpoint, you know this: people losing their jobs,
their homes, their retirement security, their investments. And
we're right at the point where it’s a flashpoint. So let’s see if there
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is a way that we can find to best serve the American people. That’s
why we’re in Congress, and I hope that’s what you’ll conclude is a
good purpose to be in business.

I'm Congressman Dennis Kucinich, Chairman of the subcommit-
tee. This committee stands adjourned.

[Whereupon, at 5:26 p.m., the subcommittee was adjourned.]

[Additional information submitted for the hearing record follows:]
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SmartSummary-
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Your medical plan:

Partnership opportunities

[ Bmail your SmartSummary
ster at www, humana.com
03 Eleetronic EOBs

Remember, your next
statement will not be sent in
the nwil, To view your
statement, log on to
MyHurmana through

wivw. humana.com.

Jane Doe

987654321 01
Traditional PPQ, Single
Yoeur prescription plan: Rxd

Programs you are enrolled in

£ HumanaBeginnings
[ Health Risk Assessment

@ The items checked here are
accounts, programs and
opportuities in which you are
enrolled. The vchecked
items are available to you, bt
you are not enrolled,
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Jane Doe
Page 2 of 12

Your accounts

£ Health Savings Account
4 Flexible Spending Account
O Dependent Care Account

See page 3 for more
nformation about your health
LT accounts.

Numbers to watch

“Husnana disconsnts” shown here ar

pharmacists and hospitals,
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ntay be responsible for paying to the doctor or hospital.
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What you've spent this year

Medical Costs

—~ Copays

= Orher medical costs
Prescription costs
Excluded costs

30.00
$92.00
$170.00
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‘What you paid

What's remaining in your accounts

Health Flexible Spending Account
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. What you paid §262.00
What your plan paid $1.086.06
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SmartSummary- HUMANA.
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Your personal health finance and benetits statement Jane Doe
Page 3of 12

Medical claims we received
This section lists new medical daimns that were processed this qutarter or previously pracessed dlaims that have been adjusted this quarter.

As a Hinmana wetitber, you pay a reduced price that has been negotiated by Husmana with participating doctors and haspitals. The “Fhumana
discounts™ colunn represents these savings. The “Humana exclusions™ colissn represcnts the isems or partial amonngs that are not covered by
your plan, or amousits from a non participating provider which you may be responsibie for paying to the doctor or hospital,

If you have a question about informatien listed in this secrion, you can call the austomer service manber listed at the bostons of the first page of this
statenent. If you believe ¢ daim was processed fncorrcarly, you will need to submit a wvitten grievance and appeal.

What you pay with this plan

Date of service, Total Huwmana Humana Humana
Provider name charge di 1 Copay_Deductible Cot paid
(Processed on: Sep 29706)
Sep 18706, Claim 999999999999999
Smith MD

- Level IV - Surgical Pathology, 145.00 29.00 - - - - 116.00

{In-Network)

(Processed on: Okt 11/06)
Sep 25706, Claun 999999999999999

Jones MD
- Exc Mal Les Marg Sclp Nek Hnd, 500.00 300.00 - - - 20,00 180.00
{In-Network)

~ Adj Tiss Trans Forchead Nek Ax, 700.00 140.00 - ~ - 56.00 504.00
{in-Network)

Processed on: Oct 18/06)
Sep 28706, Claim 999999999999999
Jones MD
« Exc Ben Les Marg Fee Exs Eyeld, 200.00 40.00 - - - 16.00 144.00
{In-Network)

@ See page 6 for your personalized health ne

65 The MyHumuana Health & Weliness Savings Center, available at www nnam.con. includes valuable discounts and coupons
for:
= Exercise and fitness- Monthly discounts on membership fees to Jocal gyms.
*  Oual care - 87 discount on Crest Whitestrips Renewal.
»  Personal care and beauty - 15 percent discount on Conair's spa products and more.
»  Skin care - Free samples of Olay.
*  Weight management - Weight Watchers discounts.

@ Nutrition Tip-Steam your vegetables to preserve their nutrients. Boiling pulls the nutdents out of the food.

Questions about your plan or this statement call 1-866-4-ASSIST or visit
www.humana.com PPN G/t
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Fictional Example
SmartSummary" HUMANA

Citticderse when you e ic mose

Your personal health finance and benefits statement Jane Doe
Page 4 of 12

Prescription claims we veceived

This list shotes alf of your submiitted prescription chaivis and total costs covered by Heananat for the past quarter. Adjusted daims may not be
veflected in this list or imay show ax amionnt that is different than whar svas Histed prior to the adjustment.

As a Humans member, you ave the advariuge of a vedced price negotited by Flumana with the phanmacy. The cost of the presaription
displayed is the average retail price at the pharmacy ar the time of puschase and does ot take into account other reimbursenents, induding
rebates. Retail priccs on prescription diugs an vary by pharitacy, quantity, strength and/or desage of the drug. You should ahways discuss y
sedications with youy doctor to detenine appropriateness or dinical effectiveness.

If you frave t question whout information lsted in this section, you can call the aistomer service mrber listed ar the bottom of the firsi page of
this statement. If yo belicve a chairn s processed incorrectly, you wilf wecd to submit a written grievance and appeal.

What
Costof  Drug Humana
Drag name prescription tier Copay paid
Oct 15/06 ABC Pharmacy
Paxil Cr, 12.5 Mg, 30.0 Tablet Ext 99.89 2 3000 55.61
Oct 15/06 ABC Pharmcy
Lisinopril, 20.0 Mg, 30.0 Tablet 16.10 1 10.00 -
Oct 16/06 ABC Pharmacy
Clonazepam, 6.5 Mg, 30.0 Tablet 16.19 1 100 -
Qct 19706 ABC Phanmacy
Azithromycin, 250.0 Mg, 6.0 Tablet 4913 2 3000 -
Oct 19706 ABC Pharnacy
Tbuprofen, 800.0 Mg, 90.0 Tablet 21.86 1 10,00 -
Nov 25706 ABC Phanmacy
Clonazepam, 0.5 Mg, 30.0 Tablet 16.1% i 0.0 -
Nov 25/06 ABC Pharmacy
Lisinopril, 2.0 Mg, 30.0 Tablet 16.10 1 HLOO -
Nov 25/06 ABC Pharmacy
Paxil Cr, 12.5 Mg, 36.0 Tablet Ext 99.89 2 3000 35.61
Nov 28/06 ABC Pharmacy
Malarone, 12.0 Tablet 89.59 2 301 30.84

Communication with Humana

This list of inquirics is provided to help you manage service interactions, and may indude fnquiries wade o your behalf. As inquiries can be
ditected to different weas within Husnna, this list sy not include all of your conmmenications with Flumana.

Date Reference Number Type Reason for contact
Sep 26/06 OU000000000 - 0000001 _Inbound Call Issue OR Request About Your Hmnana Access Card
Sep 26/06 00060000000 - 0000001 Inbound Calt tssue OR Request About Your Hunana Access Card

O Remember to visit MyHimana, your password-protected personal home page on www.bumana.com. Yow can see your
claiins, benefit and prescription coverage information anytime.

[Zl=IaNelkiv]
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Fictional Example
SmartSummary HUMANA.

Gieedcduaree when you oo fomose

Your personal heakh finance and benehcs statement Jane Doe
Page 5 of 12

Your health care accounts

The RS may request that you submit receipts to confirm that FSA, HSA and PCA funds were used for appropriate medical expenses.
Please keep all receipts from these accounts for IRS garding your FSA, HSA or PCA account please call
1-800-604-6228,

Your Health Flexible $pending Account summary (this year) Your FSA balance

Amount you chose for FSA $780.00 $780
Amount spent to date ss55

First quatter $90.00
Totl spent $90.00 $200
Remaining Balance $696.00 5195
0

fNov30 Fob28 May 31 Aug 31

0 Please save all receipts for end of year tax purposes.

@You can use yonr FSA to pay for...

— Deductibles

— Doctor visits

—~ Hospital charges

-~ Urgent care and emergency room visits

cal supplies such as braces and walkers

cal therapy, speech therapy, podiatrist and
chiropractic expenses

— Prescription drugs and over the counter medications

Be sure to check with your employer for a complete list.

Questions about your plan or this statement calt 1-866-4-ASSIST or visit

www.humana.com [S1=Ta N V]
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What's new in health care

W siive fo posonatize your health news by selecting aticles about new research and studies that are relevant to your [j
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HUMANA.

Guivdarnee

. The information

contained in these anicles docs not seflect endorsernent or coverage by Flumuana, Consult yons docter before making any changes thar could

possibly affect your health.

Shortness of breath a potential sign of heart trouble

Dyspnea, or ditficulty breathing, is another in the growing
fist of risk factors that could signal heart trouble.

A study, published in the New England Jourmal of Medicine, of
nearly 18,000 people who had standard stress tests found
that those with dyspaea but no other signs of beart
problems were at more than twice the risk of death from
cardiac causes than those with angina,

Patients should be sure to mention any shortness of breath
to their doctors, said senjor rescarcher Dr. Daniel 8.
Berman, director of cardiac imaging at Cedars-Sinai
Medical Center in Los Angeles.

"The patient often doesn't think of it as a symptom.”
Bernan noted. But when signs of a heart problem are
discovered, ™ sk whether there is shortness of breath,
they say 'yes.

N

Dyspuea has many causes, and physicians routinely ask
peaple if they have trouble breathing, said Dr. Al
Rozanski, director of nuclear cardiology at St.
Luke's-Roosevelt Hospital in New York City, and another
member of the research team. He said trouble breathing is
often a tip-oft to the physician that a patient may have some
underlying lung disease, maybe even heart faiture. But until

now, only a few studies, most with a limited number of
participants, have looked at whether dyspnea is a predictor
of cardiac cvents, Rozanski said.

The New York team divided their 17,991 patients into five
groups based on the number and type of symptoms: no
symproms, two ditferent forms of angina, chest pain not
caused by angin, and dyspnea alone.

After an average follow-up of neardy three years, the death
rate among patients with dyspnea was significantty higher
than for those with any other symptom or no symptoms -~
cven in patients with no known history of coronary artery
discase.

The risk of sudden death was also four times higher for

¢ f S g -
patients with dyspnea and coronary artery disease chan for
people with no symproms, the researchers noted.

SOURCES: Al Rozanski, M.D.. director
cardiology. St. Luke's-Roosevelt Hospital
Daniel S, Berman, directo
Medical Center, Los Angeles:

nuclear

ugland

Journal of Medicine

Copyright € 2006 ScoutNews LLC, All rights reserved.

Recurring melanoma more prevalent than thought

Nearly 15 percent of people diagnosed with the potentially
fatal skin cancer melanoma are at risk of a second diagnosis
within two years, 2 new study has found.

About 6 percent of patients will develop a second
melanoma within one year of the initial diagnosis, while 8
percent will be diagnosed with a second malignancy within
two years, according to the researchers from Daremouth
Medical School in Hanover, N.H. This rate is more
frequent than previously thought and points to the
importance of surveillance and skin screenings, according to
the study in the Archives of Dermatology.

*This is not surpsising. but it gives us another stimulis to be
very vigilant about picking up second and thir
melanomas," said Dr. Vijay Trisal, assistant professor of
surgical oncology at City of Hope Cancer Center, in
Duarte, Calif,

The current study included 354 New Hampshire residents
who'd bad a previous diagnosis of melanoma. Six percent of
the participants developed an additional melanonia within

one year of the first diagnosis, while 8 percent developed an
additional melanoma within two years,

Roughly two-thirds of those who developed additional
malignancies and 37 percent of those who did not had at
feast one atypical mole, which is a risk factor for additional
melanomas. Someone with three or more atypical moles
bad four times the tisk of developing an additional twinor.
Atypical moles have at least threc of the following features
—— & diamcter larger than 5 millimeters; redness: an iregular
or itl-defined border; a vatiety of colors or a portion that is
flat, the researchers said.

SOUR Vijay Trisal, M.D.. assistant professor of
swrgical oncology. City of Hope Cancer Center, Duarre,
v our, M., divector of Mohs and
dennatologic surgery and associate professor of
denmatology, University of Miami Miller School of

pil 2006, Archives of Deratology

Copyright ¢ 2006 ScoutNews, LLC. All rights reserved.
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Trends in health care costs
Experts predict costly hip-fracture epidemic
The world faces an epidemic of hip fractures over the next

few decades as more and more people’s bones weaken from
osteoporosis as they age.

So conchide researchers, reporting their findings in The
Lancet, who estimate that at least 6.3 million people

worldwide will sutfer 2 bip fracture in the year 2050 -~
more than triple the 1.7 million cases recorded in 1990.

Already, “fracture rates seem to be rising in tany parts ot
the world,"” wrote researchers Drs. Philip Sambrook of
Royal Notth Shore Hospital in Sydney, Australia, and
Cyrus Cooper of the University of Southampton in
England. "On the assamption that age-adjusted rates will
rise by only 1 percent per year, the number of hip fractures
worldwide conld be as high as 8.2 million by 2050."

The trend toward more fractuves could be turned around.
however, with a lutle prevention.
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“We should be looking at the younger population to
maximize caleium,” smd Dr. Joseph Fetto, associate
professor of orthopedics at the New York University
Hospital for Joint Diseases,

"The maximum amount of calcium cardy in life is
determined by intake in the diet," he said. Young people
should try to get adequate amounts of calcium. magnesium,
zinc and vitamin D in their diets, even taking supplements
it necessary, Fetto sad.

The annual costs of all osteoporotic fractures have been
estimated to be $20 billion in the U.S.A. and about $30
billion in the European Union, the rescarchers wrote.
SOURC
orthopedics,
Diseases,

osepl Perto, MLDL, associate protessor of
ow York University Hospital for Joine
sty June 17, 2000, The Lancet

Copyright 1 2006 SeourNews LLC. Al rights reserved.
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Fictional Example
SmartSummary- HUMANA.
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Your personal health finance and benefits statement Jane Doe
Page 8 of 12
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Fictional Example

HUMANA.
Your Portable Health Record

For December 1, 2005 to November 30, 200 Jane Doe

This list is compifed from chims information submited to your insurance phin, I this st does not include information
sample, please cheek with your doctor tor the

vou veceived from your doctor concerning a snegery oF procedure,
correct informanon. This list & not intended to be a substiture for a wedical record,

This Yist is provided as i cottesy to help you manage your interactions with your doctors and pharmacises. Tr way be
helpful to v
healdhy care interactions.

dliis with you to your next visit to vour doctor. hospital or pharmacist to give them a broader view of your

Date Name of provider, specialty Procedure Name of drug, dosage, quantity
Dec 11705 ABC Pharnwcy ~Lisinopril, 20.0 Mg, 30 Tablet
Dec 13/05 ABC Pharmacy ~Paxil Cr, 12.5 Mg. 30 Tablet Ext
Dec 14/05 Jones MDD inic~General
Dec 14/05 Jones MD -Ofe/Outpt Visit E&M Estab Mod-
Dec 21/05 Jones MD ~Inf Agt-Dna/Raa; Papillomaviru

topath Cerv/Vag Thin Lay Pre
Dec 21705 ABC Pharmacy ~Init Preventative Med E&M New
Dec 28/05 ABC Plarmacy ~Amoxicillin/Potassimm Cla, 20

Tablet

Jan 7706 Smith MD ~Orher Iaging Services-Ser

Jan 7706 Smith MD ~Screening Mammography Bilatera
-Cmpt Aided Detect Phys Rev For

Jan 13706 Smich MD -Ofe/Outpt Visit E&M Est
Low-MO
-ECG Routine ECG W/ At Least 12
Jan 18766 Sunth MD -Bld Count: Cmpl Auto & Auto i

-UA Dip Stick/Tablet Reagent; W
~Basic Metabolie Panel
-Lipid Panel
Jan 19706 ABC Phannacy ~Lisinopsil, 20.0 Mg, 30 Tablet
~Clonazepam, 0.5 Mg, 30 Tablet
-Paxil Cr, 12.5 Mg, 30 Tablet Ext

Jan 30706 ABC Pharmacy ~Anes-Tnteg Syst Musc&Nerv Head
Jan 30706 ABC Pharmacy ~Cefadroxil. 500.0 Mg, 14 Capsule
~Hydrocodone/Acetaminophen, 30
Tablet
Feb 2/06  ABC Pharmacy -Propoxyphene-N/Acctaminop, 30
Tablet
Mar 2/06  ABC Phanmacy ~Paxil Cr, 12.5 Mg, 30 Tablet Ext
~Prev 30.0 Mg, 30 Capsule DE
~Listnopril, 20.0 Mg, 30 Tablet
Mar 3/06  ABC Pharmacy ~Neo/Poly/Bac/He, 4 Ointruent
~Oxycodone/ Acetaminophen, 20
Tablet
Apr 7/06  Smith MD ~Bx Skin Subg Tissue &/ Mucous
Apr7/06  Smith MD ~Ofe/Quept Visit E&M Est
Low-MO
Apr8/06  ABC Pharmacy ~Clonazepam, 0.5 Mg, 30 Tablet
~Lisinopril, 20.0 Mg, 30 Tablet
Apr 11706 ABC Pharmacy -Prevacid, 30.0 Mg, 30 Capsule DE
Apr 12406 Jones MD ~Level IV ~ Surgical Pathology

Questions about your plan or this statement call 1-866-4-ASSIST or visit

www.humana.com PPOY 017
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Your Portable Health Record .

ne Doe

May 5/06  Jones MD ~Level [V - Surgical Pathology
May 6706 ABC Pharmacy

5 Mg, 30 Tablet
May 8/06  ABC Pharmacy Mg, 30 Tablet
Jun 12/06  ABC Phannacy ~Olux, 8.05 %, 100 Foam

Jun 22/06  ABC Pharmacy ~Lisinopril, 20.0 Mg, 30 Tablet
Jun 23706 ¥ ~Paxil Cr, 12.5 Mg, 30 Tablet Ext
Jul 2706 ¥ onazepam, 0.5 Mg, 30 Tablet
Jub 14706 ABC Pharimacy ~Levaquin, 500.0 Mg. 10 Tablet
Jul 25706 ABC Phatmacy ~Lisinopril, 20.0 Mg, 30 Tablet
Paxil Cr, 12,5 Mg, 30 Tabler Bxt
nazepam, 0.5 Mg, 30 Tablet
nazepam, 0.5 Mg, 30 Tablet
-Paxil Cr, 12,5 Mg, 30 Tablet Ext
~Lisinopl, 20.0 Mg, 30 Tablet

Jul 29706 ABC Phanmacy
Aug 29/06 ABC Phannacy

Sep 19/06 Jones MD ~Level IV - Surgical Pathology
Sep 26/06 Smith MDD -Exc Mal Les Marg Sclp Nek Find
~Adj Tiss Trans Forehead Nck Ax
Sep 29/06  Smith MDY -Exc Ben Les Marg Fee Ers Eyeld
Oct 17/06 ABC Phanmacy ~Paxil Cr, 12.5 Mg, 30 Tablet Ext

ssinopril, 20.0 Mg, 30 Tablet

Oct 18/06 ABC Pharmacy “lonazepam, 0.5 Mg, 30 Tablet

Oct 19706 ABC Pharmacy ~Azithromycin, 250.0 Mg, 6 Tablet
~ibuprofen, 800.0 Mg, 90 Tablet
Nov 25/06 ABC Phannacy -Clonazepam, 0.5 Mg, 30 Tablet

nopril, 20.0 Mg, 30 Tablet
~Paxil Cr, 12.5 Mg, 30 Tablet Ext
Nov 28/06 ABC Pharmacy, ~Malarone, 12 Tablet

9 To help cstimate what you're likely to spend on health care by the end of the current plan year, wse the Estimate My
Health Care Costs tool available through www humana.com.

@ Qctober-Aprit is cold and cough season. Visit the medications savings page on MyHumana, your password-protected
personal home page on www.humana.com, for coupons on over-the-counter cold and cough medications.

@ Water is a key part of any diet, so drink 6-8 glass

a day and eat foods with high water content such as melons, grapes,
cacunibers, onions, apples, cabbage and soup. Stayi

ing properly bydrated helps flush toxins from your body. relieves
constipation and helps keep your joints flexible and your mind clear,

Your prescriptions at a glance

PPO 917
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Fictional Example

HUMANA.
Your Portable Health Record

Chaeidarree when you need it mant

NE' To choose mother way

or us to conununicate with you, register or log on to Myblumana, yow password-protected
personal home page on www. humana.con.

9 You can visit www humana.com and use the Drug Coverage Search to determine whether a specific prescription drug

is covered by your Flumana plan. You can also check for quantity. dosage strength, side effects, and other drug-specitic
information. Humana's drug hist is the most up-to-date list of prescription medications approved for coverage.

0 Help stop healthcare fraud. If you know or suspect fraudulent activities involving your doctor, pharmacy, or an
acquaintance, please call the Humana Customer Service namber on the back of your 1D card or visit
www. humana.com.

pPROGN7
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EDOLPHUS TOWNS, NEW YORK DARRELL E. 15SA, CALIFORNIA
CHAIRMAN RANKING MINORITY MEMBER

ONE HUNDRED ELEVENTH CONGRESS

Congress of the United States

PHouge of Representatives

COMMITTEE ON OVERSIGHT AND GOVERNMENT REFORM
2157 Ravsurn House Orrice Buitomng
Wassmaron, DC 20515-6143

Majority (202} 225-5081
Minority (202} 225-5074

October 22, 2009

Mr. Thomas Richards

Senior Vice President of Product
CIGNA Healthcare

2 Liberty Place

Philadelphia, Pennsylvania 19192

Dear My. Richards:

To complete the record of your testimony before the Domestic Policy Subcommittee on
September 17, 2009, the Subcommittee requests the following information in writing:

1) 1In 2004, CIGNA settled claims for delaying and/or denying claims for patients of self-
refunded plans. And in 2009, CIGNA settled with the New York State Attorney General
concerning its use of the Ingenix database.

a) What did CIGNA agree to do to settle those claims? Please include dollar
amounts, if settiement included a monetary component, as well as all substantive
and procedural changes implemented by CIGNA and its subsidiaries (by name) as
part of the settlement or as a result of the claims having been brought.

b

=

Has CIGNA settled other claims or state regulatory actions relating to the
wrongful delay or denial of claims since 2004? If so, please include all relevant
details of the settlement. If so, please also provide the Subcommitiee with figures
on the income and incentives received by executives responsible for operations
that included the alleged activities that were the subject of settlement.
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Mr. Thomas Richards
October 22, 2009

Page 2

2

3)

4

5

6)

In your testimony, you stated “In 2008, CIGNA processed approximately 91 million
claims for payment. More than 90 miltion of these claims were paid without question...
Of the approximately one million claims that did require prior authorization, all but 0.08
percent were approved on initial review.” What is the value in dollars to CIGNA of the
claims that CIGNA did not pay within 30 days, 60 days, 90 days, 120 days?

Mr. Cummings asked that your company provide the Subcommittee with audiotapes of,
and materials prepared for or about, internal meetings, known in some companies as
“town hall meetings,” in which financial results, particularly the Medical Loss Ratio, are
discussed with employees.

Mr. Schock asked what percent of reimbursed care is defensive medicine performed out
of physician concerns about medical malpractice liability.

Mr. Kennedy asked for tangible recommendations for creating metrics with which to
evaluate the efficiency of the company’s Information Technology with respect to its
performance in reducing waste, duplication and redundancy.

Mr. Conyers requested the compensation received by you, including deferred
compensation, incentives and bonuses, in the last 5 years.

The Oversight and Government Reform Committee is the principal oversight committee in
the House of Representatives and has broad oversight jurisdiction as set forth in House Rule X.
An attachment to this letter provides information on how to respond to the Subcommittee’s
request,

We request that you provide these documents as soon as possible, but in no case later than
5:00 p.m. on Thursday, November 5, 2009.

If you have any questions regarding this request, please contact Jaron Bourke, Staff Director,
at (202) 225-6427. ‘

Sincerely,

Dennis J. Kucinich
Chairman
Domestic Policy Subcommittee

ce: Jim Jordan
Ranking Minority Member
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EDOLPHUS TOWNS, NEW YORK DARRELL E. ISSA, CALIFORNIA

CHAIRMAN

RANKING MINORITY MEMBER

ONE HUNDRED ELEVENTH CONGRESS

Congress of the United States

ibouse of Repregentatibes

COMMITTEE ON OVERSIGHT AND GOVERNMENT REFORM
2157 Ravauan House Orrice Buitoing
Wassnaton, DC 20515-6143

Majority (202) 225-5051
Minocity (2021 226-5074

Domestic Policy Subcommittee Document Request Instruction Sheet

In responding to the document request from the Domestic Policy Subcompmittee, Committee on
Oversight and Government Reform, please apply the instructions and definitions set forth below.

Instructions

I

wa

In complying with the request, you should produce all responsive documents in your
possession, custody, or control,

Documents responsive to the request should not be destroyed, modified, removed,
transferred, or otherwise made inaccessible to the Subcommittee,

In the event that any entity, organization, or individual denoted in the request has
been, or is currently, known by any other name than that herein denoted, the request
should be read also to include them under that alternative identification.

Each document produced should be produced in a form that renders the document
capable of being copied.

When you produce documents, you should identify the paragraph or clause in the
Subcommittee’s request to which the documents respond.

Documents produced in response to this request should be produced together with
copies of file labels, dividers, or identifying markers with which they were associated
when this request was issued. To the extent that documents were not stored with file
labels, dividers, or identifying markers, they should be organized into separate folders
by subject matter prior to production.

Each folder and box should be numbered, and a description of the contents of each
folder and box, including the paragraph or clause of the request to which the
documents are responsive, should be provided in an accompanying index.

It is not a proper basis to refuse to produce a document that any other person or entity
also possesses a nonidentical or identical copy of the same document.
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If any of the requested information is available in machine-readable or electronic
form (such as on a computer server, hard drive, CD, DVD, memory stick, or
computer backup tape), you should consult with Subcommittee staff to determine the
appropriate format in which to produce the information.

The Committee accepts electronic documents in lieu of paper productions.
Documents produced in electronic format should be organized, identified, and
indexed electronically in a manner comparable to the organizational structure called
for in (6) and (7) above. Electronic document productions should be prepared
according to the following standards:

(a) The production should consist of single page TIF files accompanied by a
Concordance-format load file, an Opticon reference file, and a file defining the fields
and character lengths of the load file.

(b) Document numbers in the load file should match document Bates numbers and
TIF file names.

(c) If the production is completed through a series of multiple partial productions,
field names and file order in all load files should match.

In the event that a responsive document is withheld on any basis, you should provide
the following information concerning the document: (a) the reason the document is
not being produced; (b) the type of document; (c) the general subject matter; (d) the
date, author, and addressee; and () the relationship of the author and addressee to
cach other.

If any document responsive to this request was, but no longer is, in your possession,
custody, or control, you should identify the document (stating its date, author, subject
and recipients) and explain the circumstances by which the document ceased to be in
your possession, custody, or control.

If a date or other descriptive detail set forth in this request referring to a document is
inaccurate, but the actual date or other descriptive detail is known to you or is
otherwise apparent from the context of the request, you should produce all documents
which would be responsive as if the date or other descriptive detail were correct.

This request is continuing in nature and applies to any newly discovered document,
Any document not produced because it has not been located or discovered by the
return date should be produced immediately upon location or discovery subsequent
thereto.

All documents should be bates-stamped sequentially and produced sequentially. In
the cover letter, you should include a total page count for the entire production,
including both hard copy and electronic documents.
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For paper productions, four sets of documents should be delivered: two sets to the
majority staff and two sets to the minority staff. For electronic productions, one
dataset to the majority staff and one dataset to minority staff are sufficient.
Productions should be delivered to the majority staff in B-349B Rayburn House
Office Building and the minority staff in B-350A Rayburn House Office Building.
You should consult with Subcommittee staff regarding the method of delivery prior to
sending any materials.

Upon completion of the document production, you should submit a written
certification, signed by you or your counsel, stating that: (1) a diligent search has
been completed of all documents in your possession, custody, or control which
reasonably could contain responsive documents; and (2) all documents located during
the search that are responsive have been produced to the Subcommittee or identified
in a privilege log provided to the Subcommittee.
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Definitions

1. The term “document” means any written, recorded, or graphic matter of any nature
whatsoever, regardless of how recorded, and whether original or copy, including, but
not limited to, the following: memoranda, reports, expense reports, books, manuals,
instructions, financial reports, working papers, records notes, letters, notices,
confirmations, telegrams, receipts, appraisals, pamphlets, magazines, newspapers,
prospectuses, interoffice and intra-office communications, electronic mail (email),
contracts, cables, notations of any type of conversation, telephone calls, meetings or
other communications, bulletins, printed matter, computer printouts, teletypes,
invoices, transcripts, diaries, analyses, returns, summaries, minutes, bills, accounts,
estimates, projections, comparisons, messages, correspondence, press releases,
circulars, financial statements, reviews, opinions, offers, studies and investigations,
questionnaires and surveys, and work sheets (and all drafts, preliminary versions,
alterations, modifications, revisions, changes, and amendments of any of the
foregoing, as well as any attachments or appendices thereto). The term also means
any graphic or oral records or representations of any kind (including without
limitation, photographs, charts, graphs, voice mails, microfiche, microfilm, videotape,
recordings and motion pictures), electronic and mechanical records or representations
of any kind (including, without limitation, tapes, cassettes, disks, computer server
files, computer hard drive files, CDs, DVDs, memory sticks, and recordings), and
other written, printed, typed, or other graphic or recorded matter of any kind or
nature, however produced or reproduced, and whether preserved in writing, film,
tape, disk, videotape or otherwise. A document bearing any notation not a part of the
original text is to be considered a separate document. A draft or non-identical copy is
a separate document within the meaning of this term.

2. The term “documents in your possession, custody, or control” means (a) documents
that are in your possession, custody, or control, whether held by you or your past or
present agents, employees, or representatives acting on your behalf; (b) documents
that you have a legal right to obtain, that you have a right to copy, or to which you
have access; and (c) documents that you have placed in the temporary possession,
custody, or control of any third party.

3. The term “communication” means each manner or means of disclosure or exchange
of information, regardless of means utilized, whether oral, electronic, by document or
otherwise, and whether face-to-face, in a meeting, by telephone, mail, telexes,
discussions, releases, personal delivery, or otherwise.

4. The terms “and” and “or” shall be construed broadly and either conjunctively or
disjunctively to bring within the scope of the request any information which might
otherwise be construed to be outside its scope. The singular includes plural number,
and vice versa. The masculine includes the feminine and neuter genders.

5. The terms “person” or “persons” means natural persons, firms, partnerships,
associations, corporations, subsidiaries, divisions, departments, joint ventures,
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proprietorships, syndicates, or other legal, business or government entities, and all
subsidiaries, affiliates, divisions, departments, branches, and other units thereof.

The terms “referring” or “relating,” with respect to any given subject, means anything
that constitutes, contains, embodies, reflects, identifies, states, refers to, deals with, or
is in any manner whatsoever pertinent to that subject.
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APTORNEYS AT LAW

James D. Barnette 1330 Connecticut Avenue, NW
2024296207 Washington, DC 20036-{795
jbarnette@steptoe.com Tel 2024293000

Fax 202.429.3902

steptoe.com

November 19, 2009

The Honorable Dennis J. Kucinich

Chairman

Domestic Policy Subcommittee

Committee on Oversight and Government Reform
U.S. House of Representatives

2157 Rayburn House Office Building
Washington, DC 20515-6143

Dear Chairman Kucinich:

We represent CIGNA Corporation (“CIGNA” or the “Corporation”) and are writing in
response to your October 22, 2009 letter to Mr. Thomas Richards. By agreement with your
staff, our deadline for a response to your letter was extended to November 19, 2009. Please
find below responses to your questions and document requests.

Some of the information contained herein may be business sensitive and would cause
commercial harm to CIGNA if it were to be publicly disclosed. To the extent that the
Subcommittee is considering such disclosure, we request that you provide us notice and an
opportunity to be heard on whether the publication of our responses or the release of the audio
tapes would be appropriate under the circumstances. We understand that your inquiry is for
the public record in the context of an official Subcommittee hearing, but we do not view
anything in either the House or Committee Rules that would prevent you from redacting our
responses from public disclosure. We appreciate your discretion in this respect.

Request #1:

In 2004, CIGNA settled claims for delaying and/or denying claims for patients of self-
refunded plans. And in 2009, CIGNA settled with the New York State Attorney General
concerning its use of the Ingenix database.

(a) What did CIGNA agree to do to settle those claims? Please include dollar

amounts, if settlement i a tary comp t, as well as all
substantive and procedural ch impl ted by CIGNA and its

WASHINGTON + NEW YORK » CHIZAGCO » PHOENIX ¢ LOS ANGELES « CENTURY CITY » LONDON « BRUSSELS
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subsidiaries (by name) as part of the settlement or as a result of the claims
having been brought.

(b) Has CIGNA settled other claims or state regulatory actions relating to the
wrongful delay or denial of claims since 20047 If so, please include all
relevant details of the settlement. If so, please also provide the Subcommittee
with figures on the income and incentives received by executives responsible
for operations that included the alleged activities that were the subject of
settlement. ’

CIGNA does not as a business strategy or practice delay claims processing or inappropriately
deny claims. One of our principal imperatives as a provider of health and wellness benefits is
to help health care providers achieve the best possible medical outcomes for our members.
CIGNA does not consider costs of service in establishing coverage policy or in our decisions
to provide access to care other than infrequent circumstances. Those infrequent occurrences
arise when there are multiple items or services with equivalent safety and effectiveness.
CIGNA's medical necessity policies and determinations are made by clinicians and are based
on the most recently published scientific evidence. We consider both the safety and the
effectiveness of health care procedures, treatments, devices, drugs, and diagnostic tests.

Attachment A contains copies of two settlement agreements with respect to the multi-district
litigation settled in 2004 referred to above. In addition, please find attached a copy of the
settlement with the New York Attorney General relating to the Ingenix litigation. These
documents reflect the monetary components as well as substantive changes implemented by
CIGNA.

With respect to individual settlement claims, please find below a chart reflecting (1) the total
amount of claims CIGNA has paid since 2004, (2) the aggregate settlement amounts for each
of those years, and (3) the number of settled lawsuits for each of those years. The first
column is included as context for claim payment history, that is, the total settlement amounts
over this period represent less than 0.01 percent of the total amount that CIGNA paid in
claims.

Year | Total Value of Medical and Agpgregate Settlement Number of Settled
Pharmacy Benefits Paid Amounts Member Lawsuits
(Rounded)
2004 $26,396,000,000 $1,475,655.71 69
2005 $25,392,000,000 $ 553,791.55 59
2006 $26,444,000,000 $1,549,295.81 50
2007 $29,217,000,000 $ 611,512.12 47
2008 $34,913,000,000 $ 310,189.59 33

Additionally, Attachment B contains setilement agreements in two multi-party actions.
CIGNA is prepared to discuss with you and your staff any additional information that we can
provide pursuant to this request.
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With respect to state regulatory actions, it is important for the Subcommittee to realize that
the health insurance industry, including CIGNA, is subject to regular reviews from state
insurance commissioners and other regulators. In particular, the states conduct “market
conduct exams” (“MCEs”)” on a regular basis. The MCEs cover the full scope of CIGNA’s
business. The following is a summary of actions over the last five years.

Year Regulatory Actions Aggregate Settlement
Amounts
2004 14 $  809,726.00
2005 11 $ 310,609.48
2006 7 $ 106,300.00
2007 9 $  975,900.00
2008 5 $ 280,991.57

Finally, in response to the last part of your inquiry, as stated above, CIGNA's medical
necessity policies and determinations are made by clinicians and are based on the most
recently published scientific evidence. The income and “incentives” of CIGNA executives or
employees are not dependent on the approval or denial of claims. Therefore, we have no
responsive data with respect to the third sentence of this inquiry.

Request #2:

In your testimony, you stated "In 2008, CIGNA processed approximately 91
million claims for payment. More than 90 million of these claims were paid
without question ... Of the approximately one million claims that did require
prior authorization, all but 0.08 percent were approved on initial review.” What
is the value in dollars to CIGNA of the claims that CIGNA did not pay within 30
days, 60 days, 90 days, 120 days?

CIGNA holds itself to a high standard on the payment of claims. Our commitment to
continuous improvement includes paying doctors, facilities, and other health care
professionals on a timely basis. In 2008, 98.87 percent of claims were paid within 30 days,
and 95.88 percent of claims were paid within 14 days. We track payment in 14-day and 30-
day categories based on when we receive a “complete” claim. Please note that we do not
track claims payment based on dollar amount and, as such, do not manage our claims payment
inventory based on dollar amount. We work to pay claims as timely as possible regardless of
the dollar value of the claim.

Request #3:

Mr. Cummings asked that your company provide the Subcommittee with
audiotapes of, and materials prepared for or about, internal meetings, known in
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some companies as "'town hall meetings,” in which financial results, particularly
the Medical Loss Ratio, are discussed with employees.

Included in this transmittal are recordings of CIGNA “town hall meetings” conducted in
2009. Attachment C contains copies of slides referenced in the audios for the specific
meetings.

Request #4:

Mr. Schock asked what percent of reimbursed care is defensive medicine
performed out of physician concerns about medical malpractice lability.

CIGNA itself does not maintain any specific data on the amount of “defensive medicine” that
physicians may perform out of concerns about medical malpractice liability. We look at the
safety and the effectiveness of health care procedures, treatments, devices, drugs, and
diagnostic tests requested for our customers when making access to care determinations.

Provided below are citations for four publicly available studies that document and quantify
the impact of “defensive medicine.”

1. A May 1996 study in the Quarterly Review of Economics and Finance, by Daniel P.
Kessler and Mark B. McClellan, estimated that 5-9 percent of total medical spending
is due to defensive medicine

2. A June 2005 study in the Journal of America Medical Association concluded that 93
percent of Pennsylvania physicians surveyed reported practicing defensive medicine.

3. A 2006 PriceWaterhouseCoopers study estimated that overall, approximately 10
percent of the costs of medical services are attributed to the cost of litigation and
defensive medicine.

4. A November 2008 study done by the Massachusetts Medical Society found that 13
percent of all hospital admissions and 30 percent of MRI/CT studies and specialty
consultations were ordered due to malpractice concerns,

Request #5:

Mr. Kennedy asked for tangible recommendations for creating metrics with
which to evaluate the efficiency of the company's Information Technology with
respect to its performance in reducing waste, duplication and redundancy.

CIGNA works closely with doctors and hospitals to reduce waste, duplication and
redundancy. We are committed to addressing the needs of practicing physicians for
administrative simplicity, and in that way contributing to improvements in patients’
experience. We propose that the following industry metrics will help to improve quality,
outcomes and ultimately have a positive affect on health care costs.
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Metric 1: Percent of Electronic Administrative Transactions

With respect to administrative interaction between providers and health plans, there are five
primary touch points that benefit from the application of information technology: (1)
eligibility verification, (2) claim submission, (3) claim status inquiry, (4) claim payment and
(5) claim remittance. Electronic versions of these interactions, based on existing HIPAA
standards, currently support 43 percent of all such activity across the industry. Conversion of
the remaining activity to electronic means would yield $29.7 billion in savings across the
industry (source: US Healthcare Efficiency Index, www.ushealthcareindex.com). We suggest
metrics around these touch points.

Relatedly, CIGNA is one of many major healthcare companies participating in a task force led
by America's Health Insurance Plans (“AHIP™) to identify opportunities to simplify
administrative interaction between health care professionals and healthcare companies. The
goal of the task force is to reduce the administrative complexity that health care professionals
experience when interacting with multiple healthcare companies. On October 5, 2009,
CIGNA and other AHIP representatives joined health care professionals to announce the
kickoff of a technology test phase in Ohio. This will give doctors access to a new multi-payer
web portal (i.c., a single website) designed to simplify their interactions with CIGNA and
other health plans. The web portal will offer 15 administrative and clinical capabilities in
real-time for eligibility and benefits inquiry, claim submission, claim status inquiry, referrals,
and prior authorization.

Metric 2: CORE Certification

The Committee on Operating Rules for Information Exchange (“CORE"), established by the
Council for Affordable Quality Healthcare (“CAQH"), was created to build consensus among
health care industry stakeholders on a set of operating rules that enhance HIPAA transaction
standards to further streamline electronic healthcare data exchange. The widespread adoption
of CORE rules will help health care professionals receive more consistent and predictable
data across multiple health plans. CAQH reports that 75 percent of commercially insured
members are covered by health plans that are either CORE-certified or are in the process of
achieving certification. CIGNA suggests adding CORE certification as a metric for each
phase of CORE rules.

Metric 3: Electronic Prescriptions

Electronic prescriptions improve patient safety by allowing medication history and allergies to
be evaluated at the point of care. We suggest a metric around the percentage of prescriptions
enabled electronically for transmission.

Metric 4: Electronic Lab Results

There is significant value in making lab test results available electronically. It can reduce
duplicative testing (reducing costs) and improve quality as well (providing a more complete
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and accurate clinical picture to track health issues). We suggest a metric around the
percentage of lab results available electronically.

Metric 5: “Gaps in Care” Electronic Alerts

“Gaps in Care” alerts are evidence-based care guidelines that shape appropriate interventions
and medication adherence for a variety of chronic and acute conditions. Health plans often
maintain the most comprehensive set of clinical data available for individuals today, and as
such, programs to “alert” physicians to potential compliance issues with these care guidelines
are common.

Metric 6; Electronic Personal Health Records

Consumer access to information has been accepted as a means of creating well-informed
patients that have the ability to make better decisions working with their family and
physicians. Personal Health Records (“PHRs”) are a comprehensive solution to providing
records with information automatically populated with medical and pharmacy claim details,
and often lab results. PHRs often present patient-specific educational resources driven by
diagnosis/procedure codes in claim detail, benefits/coverage, family history, etc.

CIGNA believes any suggestions to improve health plan performance must also focus on
individual quality of care and health outcomes. Through these types of administrative
simplification initiatives, we hope to reduce the time, effort, and expense related to the
paperwork that burdens much of today’s health care system —~ while making it easier for health
care professionals to interact with health plans.

Request #6:

Mr. Conyers requested the compensation received by you, including deferred
compensation, incentives and bonuses, in the last 5 years.

Mr. Richards will provide the Subcommittee with his CIGNA compensation over the past 5
years under a separate and confidential transmittal. On behalf of Mr. Richards, we ask that he
be notified in advance of any public release of the information he is providing.

Please contact me if CIGNA may provide any additional information or otherwise be of
assistance to the Subcommittee.

Sincerely,

T bpoecll

James D. Barnette

cc: The Honorable Jim Jordan
Attachments
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