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I. Qualifications. 

I am currently the Managing Partner for Optimity Advisors, a consulting firm that specializes in developing 
solutions for a variety of industries with respect to operational issues, and, in particular, those issues impacting 
information technology (“IT”).  I have specialized in the healthcare and insurance industries since 1987 and in 
the IT area since 1979.  My focus in the IT area has been on software (and to a lesser extent hardware) 
implementations, integration of data and operations, and I have led or been actively involved in some of the 
largest healthcare integrations and IT transformations in the United States.  For example, I led: 

 ˚ the total IT rebuild of the Federal Employees Program healthcare operations (program covering 
  54% of total federal workforce adjudicating approximately 600,000 claims per day);  

 ˚ consolidation of Cigna Healthcare’s twenty-two separate claims platforms into two; and 

 ˚ IT due diligence efforts for the Prudential HealthCare/Aetna and USHealthcare/Aetna mergers.   

I reference these large, complex transactions, because the overall approach and techniques used to 
successfully complete such projects differ from those that might be applied in an integration project that is 
magnitudes smaller.  I also have led projects to develop and implement new claims platforms, web portals, 
eligibility systems, medical management, membership and financial reporting systems, call centers and 
insurance products for numerous health plans throughout the United States.  A copy of my Curriculum Vitae is 
attached (Attachment A).   

II. Summary Of Conclusions. 

The combination of PacifiCare and UnitedHealthGroup (“United”) was the third-largest health plan merger in 
history.  As I would expect from a company experienced in health plan integrations like United, the management 
structure and processes used to integrate these two companies followed classic project management standards, 
which were tailored appropriately to the size and complexity of the project.  United and PacifiCare management, 
moreover, made well reasoned decisions with regard to the integration process and the transition from manual 
to automated processes for the PacifiCare pre-merger (“legacy”) business.   

Like all significant healthcare integrations, the PacifiCare/United integration experienced some challenges and 
problems.  That such challenges and problems arose, however, does not show that the integration was flawed.  
Rather, how the company responded to these challenges and problems showed that the process was well 
managed.  The effectiveness of this management is borne out, for example, by PacifiCare/United’s claim 
payment timeliness metrics during the Market Conduct Examination period (June 23, 2006 to May 31, 2007), 
which compared favorably with both industry benchmarks and the reported performance of several major health 
plans.  The criticisms being pointed now at the PacifiCare/United integration are after-the-fact, second-guessing 
of good faith, well-reasoned business decisions.  Further, CDI expert witness Ronald Boeving has wholly failed 
to draw any actual connection between those criticisms and the alleged violations he seems to be referencing. 

III. PacifiCare/United Was A Successful Merger That Benefited All Stakeholders. 

Many healthcare companies have utilized mergers to achieve market expansion, product expansion, marketing 
and cross-selling opportunities, and to gain efficiencies through operational economies of scale and technology 
improvements.  Achieving these goals not only benefits the combined companies, but key stakeholders as well.   

The PacifiCare/United merger is a good example of combining two complementary companies.  The merger 
provided PacifiCare with the size, scale, capital, technology, nationwide market presence, expanded provider 
network access, improved procedures, processes and quality initiatives the company acknowledged it needed 
pre-merger.  United had invested approximately $2.5 billion in technology in the several years preceding the 
merger, and subsequent to the merger, PacifiCare was able to take advantage of many of those investments.  
The merger’s success was apparent very early.  In fact, when the merger closed, Fitch Ratings raised its ratings 
on PacifiCare because the “acquisition by (UnitedHealth) has significantly improved PacifiCare's financial 
position and will enhance its operating profile.”   
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Likewise, at the same time, PacifiCare brought to United multiple benefits, including access to a robust 
California provider network, the building-blocks for a fully-insured PPO business in California, a well-established 
HMO product, PacifiCare’s Secured Horizons senior insurance products, and well-developed clinical and 
medical management programs aimed at improving quality of care and better managing medical costs.  United 
also gained PacifiCare's growing pharmacy benefit management business, which then served 5.5 million 
members.    

IV. Synergies Are An Expected Goal And Their Realization Is A Hallmark Of Successful Mergers.   

Synergies are the interaction or cooperation of two or more organizations to produce a combined effect greater 
than the sum of their separate effects.  Synergies can be both financial and non-financial.  As to 
PacifiCare/United, much of their estimated and realized synergies were not based upon staff reductions or other 
cost-cutting measures.  Rather, the vast majority of the synergies were realized through the combined 
companies’ market and product expansion, cross-selling, economies of scale and technology improvements.   

In my experience, most significant healthcare mergers involving publicly traded companies include public 
disclosure of estimated synergies.  PacifiCare/United’s pre-merger projected synergies of $120m to $180m 
($70-100m for operating efficiencies) in 2006 were not particularly aggressive compared to estimates from other 
major healthcare mergers: 

Merger  Year  Value   Estimated Synergies 
Aetna / US Healthcare  1996  $8.9B  $300m within first 18 months 
Aetna / Prudential  1999  $1.0B  $130m to $150m within two-plus years 
Anthem / Trigon  2002  $4.0B  $40m (2003), $75m (2004) 
Anthem / WellPoint  2004  $16.4B  $150m in 2005, $250m per year thereafter 
Coventry / First Health  2005  $1.7B  $20-$30m (2005), $40-60m (2006), $100m (2007) 
WellPoint / WellChoice  2005  $6.6B  $25m in 2006; $125m yearly thereafter 
PacifiCare / United 2005 $7.4B $120m to $180m (2006) 
 
While the realized synergy benefits increased over initial estimates after the merger closed, the vast majority of 
synergies derived from significant business opportunities identified and realized post-merger. 

With regard to staffing, virtually every merger necessarily implicates organizational changes, including staffing 
reductions.  These are an inevitable and difficult part of that process.  Staff reductions, however, did not 
represent the majority of the estimated synergy savings for PacifiCare/United.  Moreover, PacifiCare already 
had decided to implement a number of the staffing reductions (specifically around mailroom and eligibility) that 
were ultimately executed upon in 2006.  The staffing reductions did not create human resource constraints in 
any significant way with respect to PPO claims handling.1  While a total of twenty to thirty PPO claim handlers 
were laid off in Cypress, an equivalent number of people were hired or assigned to do the work in Texas.2  In the 
case of other staff reductions (specifically mailroom and eligibility data entry functions), the company hired 
outside experts, i.e., outsourced the work.  As a result, the PacifiCare California PPO (“PLHIC”) operations did 
not show a material deterioration in performance. 

Retention of employees is a challenge in any post-merger environment.  From the outset, PacifiCare/United 
implemented policies to retain employees with historical knowledge, and its process for doing so improved over 
time.3  PacifiCare/United’s continuing sensitivity to and focus on this issue was quite appropriate.  It would be 
unrealistic to charge the company with responsibility for employees who voluntarily left the company to pursue 

                                                      
1 While there were periods where certain staff were hired back on a temporary basis with respect to PPO claims handling, this involved 
staffing to deal with peaks in activity that are fairly typical in claims handling for virtually all health plans.  It is customary in the industry to 
address these needs through overtime, temporary staffing, or some combination of the two. 

2 Following a strategy utilized by PacifiCare pre-merger, PacifiCare/United also continued to transition handling of some volume of its 
transactions to a claims handling vendor, MedPlans, a practice that is typical in the healthcare industry.   

3 Additionally, PacifiCare/United in-sourced dozens of IT personnel post-merger to retain historical knowledge. 
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new opportunities or for personal reasons.  And it would be pure speculation to suggest, in hindsight, that 
PacifiCare could or should have done anything differently in this area. 

V. PacifiCare/United Applied A Reasoned, Organized And Appropriate Approach To Integration. 

PacifiCare/United’s integration plans and processes followed a classic model of program/project management.  
This classic model is based on commonly recognized standards for program/project management set forth in 
the Project Management Institute’s (PMI) Program Management Body of Knowledge (PMBOK).  PMI is a widely-
recognized, international organization that provides guidelines and rules for program/project management.  
PacifiCare/United utilized many of these guidelines in its integration process (see Attachment B). 

With respect to management and oversight of the integration, PacifiCare/United utilized an experienced team of 
more than fifty senior employees, including executive vice presidents, vice presidents, directors and other 
management personnel to oversee and manage the integration process.  As part of this process, 
PacifiCare/United utilized an effective process for decision making, which involved a PacifiCare business lead, a 
United business lead and an integration team member to share integration responsibilities for specific functional 
areas.  Known as “3 in the Box,” Steve Black, the Program Management Office Lead, explained the structure as 
follows: 

[PacifiCare] and [United] business leads are ultimately accountable for decision 
making and implementation.  The integration team member will guide the process, 
leverage re-usable assets from prior integrations where appropriate, and provide 
overall support.  On an overall basis, Scott Burghoff will serve as the program leader 
for UnitedHealthcare, reporting to me.  [Scott Burghoff] will partner with Sanj Balsara 
from PacifiCare in leading the overall coordination efforts. 

Among other advantages, these “3 in the Box” teams benefited from historic knowledge from both companies, 
and received input from the business lead whose operations would be directly impacted by the integration 
initiative in question.  These teams also worked under an explicit “Do No Harm” principle. 

Mr. Boeving’s criticism about the absence of a single point of responsibility is not well taken.  Given the size and 
complexity of this integration, utilizing separate functional steering committees to oversee individual project 
initiatives was the right way to manage the process though the integration. 4  PacifiCare/United utilized a 
separate program management team to coordinate between all of these various teams and committees on 
issues that had a cross-business impact.  At the top of this integration structure sat an Advisory Council, which 
in essence acted as a Board of Directors and was ultimately responsible for major integration decisions and the 
results of the integration.  Based on my experience with integration projects of this magnitude, this was an 
appropriate structure.   

Another principle of effective program management that United/PacifiCare exhibited was flexibility with respect 
to execution of the integration strategy.  This principle is critical where, as here, the opportunity to conduct more 
thorough fact-finding takes place after, and not before, the transaction closes.  PacifiCare and United had their 
first opportunity to begin detailed evaluations of their respective platforms and products post-merger.  Not 
unexpectedly, these post-merger evaluations resulted in the evolution of particular going-in strategies. 

A good example of PacifiCare/United’s flexibility was its execution of the RIMS migration strategy.  Pre-merger, 
PacifiCare/United devised a preliminary strategy to migrate PacifiCare HMO and PPO claims processing 
functions to United’s UNET claims platform.5  United has an established track record of consolidating claims 

                                                      
4 The company in fact did have a single point of accountability for the integration.  In 2006, David Astar had ultimate accountability; in 2007, 
Dirk McMahon took over much of that accountability with respect to PacifiCare’s operations and technology.   

5 Merged healthcare companies invariably seek to consolidate claims platforms. Such consolidation improves quality, turnaround times and 
consistency in claims adjudication and other business processes.  This consolidation also serves the goal of relying on the more 
technologically advanced platform(s).  Similarly, companies seek to consolidate “front end” systems that receive claim and other information 
from providers and other external sources, such as PacifiCare/United did with respect to “UFE.” 
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platforms acquired through mergers.  The RIMS platform was an apt candidate for consolidation.  Although 
RIMS was perfectly capable of performing its core functions (accurate and timely payment of claims), RIMS’ 
technology precluded its use as a long-term strategic platform.  After a detailed evaluation and within a few 
months of the merger, the initial strategy evolved.  By mid-2006, a decision was made to retain the NICE 
platform, sunset RIMS and migrate the PLHIC PPO membership to comparable, fully-insured PPO products 
adjudicated on the UNET platform.  Moving the PLHIC PPO membership, instead of migrating PLHIC claims 
adjudication, to UNET was a sound, low risk strategy.   

Mr. Boeving’s report highlights negative statements in a couple of internal memoranda and “lessons learned” 
documents, and seeks to draw conclusions about PacifiCare/United’s management and execution of the 
integration project, as well as PacifiCare’s day-to-day operations.  Rather than reflecting negatively on the 
company, however, these internal documents show a culture that was self-critical and highly motivated to learn 
from past experience and implement process improvements.  The sheer quantity of emails, presentations, 
corrective action and “lessons learned” materials generated during and after the integration evidences the large 
number of personnel assigned to the integration project and the care with which specific aspects of the 
integration were monitored.  Management responses within these documents shows that management took 
these issues seriously, focused on identifying and resolving them as they occurred, and then put in place 
corrective and preventative mechanisms to limit future problems.  In short, it would be abnormal in such a large, 
complex integration project to not have challenges arise.  The fact that these internal documents directly and 
timely addressed certain challenges reflects positively on PacifiCare/United’s management of the integration 
and does not provide a basis to show fault.     

VI. PacifiCare/United Leadership Appropriately Managed Significant Challenges To The Integration.   

No one suggests that the integration was perfectly executed.  Senior executive David Wichmann candidly 
acknowledged that certain challenges did occur in Point of Service (HMO) claims handling, Group Services and 
the CTN transition.  Every transaction of this magnitude experiences challenges.  Nevertheless, the company 
applied well-tested and effective program management strategies to the integration using people committed to 
achieving a good result.  

Particular challenges experienced by PacifiCare/United heightened the difficulty of this integration process.  
First, CTN’s termination of United’s access for its members to CTN’s provider network necessitated a provider 
network contracting process extraordinary in both size and time constraints.  In short, United was forced to re-
contract with thousands of doctors in a six month time frame.  In my experience, that amount of re-contracting is 
unprecedented in California or outside of it.  The termination of the network six months earlier than anticipated 
also created a huge disruption in the marketplace, significant provider agitation, and required application of 
extensive company resources to address.  Moreover, it necessitated creating a single source of truth earlier 
than anticipated to prevent having to use two sets of independently updated provider demographic data for one 
network.      

Second, the combined companies had to transition and upgrade important processes from manual to automated 
promptly after the merger.  Prior to the merger, PacifiCare had recognized that certain functions, such as its mail 
distribution and eligibility data entry, employed antiquated processes that posed significant business risks that 
necessitated transitioning away from these processes post-merger.  And, while operational issues often arise in 
such transitions, these issues may have nothing to do with flaws in the design or implementation of the process.  
Rather, the issues reflect the inherent complexity of transitioning from a manual to automated process, and the 
inherent challenges created by a workforce learning new processes.  Accordingly, the mere fact that there were 
some issues does not show that the project’s design or implementation was flawed or related to 
PacifiCare/United’s management of the integration. 

Despite the significant challenges PacifiCare/United faced, its management handled those challenges 
appropriately without materially impacting PLHIC PPO claims-handling performance.  In fact, the combined 
companies were focused on maintaining and improving overall performance.  For example, as part of the 
integration, the combined companies implemented internal targets for timeliness that were more strict than the 
law required.  Additionally, United put in place at PacifiCare a rigorous quality control program, including a 
separate unit dedicated to internal quality assessment and audits, with specific auditors assigned to the PLHIC 
PPO business.  United also brought to PacifiCare reliance on the ‘six sigma” philosophy for process 
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improvement and quality.  As a result of these process improvements, PacifiCare/United’s claims payment 
timeliness performance met or exceeded industry accepted benchmarks during the Market Conduct 
Examination period.6   

Mr. Boeving criticizes PacifiCare/United’s focus on claim payment timeliness metrics even though this is an 
industry standard claims handling metric.  Using such a metric, in conjunction with other standard metrics, to 
assist in managing the business was proper and consistent with industry best practices.  By contrast, 
Mr. Boeving’s reliance on anonymous, unsubstantiated broker surveys and anecdotal complaints, instead of 
standard industry metrics and operational data, provides no credible support for his conclusions.  Similarly, and 
contrary to Mr. Boeving’s suggestion, the type of claims platform availability metrics tracked for RIMS and 
described by Divina Way is commonly known in the industry as service availability metrics, and are quite useful 
and appropriate.  They show that the RIMS platform has been quite stable and reliable post-merger.   

As indicated earlier in this report, all significant healthcare integrations experience some challenges or 
problems.  I reviewed data obtained from the California Medical Association (CMA) concerning provider 
complaints or calls CMA received and tracked in connection with the PacifiCare/United and Anthem/Wellpoint 
mergers.  Without going into the validity of any particular complaint or issue, CMA notes that provider complaints 
concerning claims payments made up 68% of the issues arising out of the Anthem/Wellpoint merger, while 
complaints on such issues were only 14% the inquiries CMA received for PacifiCare/United.  It appears that, at 
least from the CMA membership’s viewpoint, claims payment issues were proportionally a much greater issue in 
the Anthem/Wellpoint merger than in the PacifiCare merger. 

83%

3%

14%

Contract Issue

Other

Payment Issue

Blue Cross
(2003-7)

PacifiCare 
(2005-9)

Blue Cross Category PacifiCare
68% Payment/Processing 14%
24% Contract Issues 83%
2% Info Requests N/A
6% All Other 3%

 

A. Mailroom and Automated Correspondence Outsourcing 

By early 2005, for business and regulatory reasons, most national payers and large third-party administrators 
had already concluded that they needed to adopt, and had implemented, automation strategies.  Even many 

                                                      
6 United’s focus on claims handling performance has been recognized by the provider community.  In the American Medical Association’s 
fourth annual National Health Insurance Report Card, United was ranked first among major, national health plans in claims payment 
timeliness and accuracy.     
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mid-sized payers (but not PacifiCare) had put certain automated processes in place.7  PacifiCare’s legacy 
manual document handling processes were not only atypical for a company its size, but also created 
considerable risk to its business.  Recognizing the risks, PacifiCare pre-merger had begun to automate and 
outsource some of its mail rooms, and had decided to automate and outsource its Cypress mail room functions 
using a vendor, ACS.  Mr. Boeving does not appear to take issue with the company’s decision to automate and 
outsource these mailroom functions, which is not surprising because outsourcing is a frequently employed 
industry strategy for mailroom operations.   

Post-merger, PacifiCare simply proceeded with pre-merger strategy albeit with a different vendor, Lason.  The 
switch from ACS to Lason was the only change PacifiCare/United implemented from the pre-merger plan,  and 
was based, in part, on significant variances in performance (as measured by specific metrics) between the two 
companies.  Ultimately, Lason’s operations and historical performance were better suited to handle the 
complexities of PacifiCare/United’s businesses.  For purposes of planning the automation process, the Lason 
transition team relied on knowledgeable PacifiCare subject matter experts to design the overall workflow 
solution (the same team tasked with the project pre-merger).   

PacifiCare/United experienced challenges with the mailroom transition, as one would expect.  Approximately 
85% of PacifiCare’s incoming mail is claims, for which there appears to have been very few issues.   The 
operating issues that did occur in large part were isolated to the small subset of “non-keyable” correspondence 
that represented the most complex portion of the business document flow.8  Further, the issues that did occur do 
not appear to have been caused by cost cutting or going too fast with the project planning or implementation.  
Indeed, Jonathan Murray and a team of legacy PacifiCare employees spent months designing and testing the 
system.  Rather than moving too quickly, moreover, the implementation in fact was phased over a period of 
months. 

Mr. Boeving makes an off-hand statement that the Lason issue impacted claims handling.  Mr. Boeving does not 
cite, and I have not seen, evidence that Lason or mailroom issues in fact resulted in any material impact on 
PacifiCare/United’s claims-handling performance.  To the contrary, the evidence I have examined indicates that 
a significant amount of resources were directed to solving problems with the attention of high level executives 
and operational leaders.9  The operational and integration teams performed deep dive reviews, vendor/company 
summits, and assigned full-time integration teams to investigate and resolve issues as they occurred.  As a 
result, Lason did not materially impact claims handling performance during the Market Conduct Examination 
period and continues to perform very well today. 

B. Eligibility Outsourcing 

Standardizing eligibility forms and outsourcing data entry functions to a third-party vendor like Accenture is an 
industry leading practice.10  In contrast, PacifiCare historically did not insist on, or make available, standardized 
forms or standardized operating procedures to insureds and, as a result, produced inconsistent eligibility 

                                                      
7 Significant legislative mandates for healthcare in the last decade, including those arising from HIPAA and Sarbanes Oxley, require 
implementation of robust automated document tracking and imaging systems.  These mandates bring significant benefits to health plans to 
ensure regulatory and financial compliance.  Document tracking and imaging helps safeguard information and ensures the security of the 
information.  It provides an audit trail to document access to the documents.  Imaged documents also provide a non-erasable format to 
protect documents from tampering.    

8 Member and provider correspondence presents complex issues for all health plans, because of significant variations in the format and 
substance of the documents that are received.   

9 Mr. Boeving takes issue with PacifiCare/United having not assigned a single overall leader for the Lason mailroom transition and day-to-
day activities.  However, there was appropriate oversight -- Ellen Vonderhaar, VP of Transactions (Claims) was responsible for Lason’s day-
to-day performance with respect to PacifiCare operations, and Kelly Vavra, VP of Data Capture, was responsible for Lason’s contract, 
relationship and enterprise-wide performance.  These executives and their teams were actively involved in overseeing Lason’s work, 
regularly communicated with Lason staff and were actively engaged in resolving issues and improving Lason’s performance. 

10 Benefits of outsourcing include cost savings, access to knowledgeable expertise, and the ability to manage capacity and staff.  Also, a 
well-executed and disciplined approach to eligibility greatly improves overall quality and operational efficiencies.   
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information.  In addition, legacy PacifiCare’s processes around eligibility were fraught with non-uniform 
processes and undocumented special handling/business rules.  This lack of standardization created an 
unreasonably high enterprise risk, and continued use of such a model was not in the best interests of members, 
employers, brokers, or the company itself.  Not surprisingly, PacifiCare was planning to implement changes to 
these processes pre-merger. 

While Mr. Boeving takes issue with a change in the legacy PacifiCare service model away from a “high touch” 
model, the scope of the Accenture outsourcing agreement covered eligibility data entry only, and did not include 
any processes related to product and benefit design or case installation, which remained in Cypress.  Moreover, 
“high touch” does not necessarily equate with “high quality service.”  As acknowledged by legacy PacifiCare 
employee and CDI witness Ruth Watson, PacifiCare’s “high touch” model involved dedicating multiple people to 
staff an inefficient and error-prone process.  Although brokers, employers and members may have appreciated 
access to a personal customer service representative who would help fix these errors after-the-fact, the better 
approach would be to avoid the errors in the first instance.11   

C. RIMS Upgrading and Maintenance  

PacifiCare/United made well-reasoned decisions pre- and post-merger with respect to upgrading and 
maintaining the RIMS claims platform.  I have seen no evidence that any of those decisions resulted in a 
material negative impact on PacifiCare’s claims-handling performance. 

PacifiCare undertook RIMS upgrade projects both before and after the merger when there was a business or 
regulatory need.   For example, in order to address HIPPAA compliance requirements, PacifiCare engaged in a 
complex project in May 2004 to upgrade RIMS from version 2.80 to 3.10.50.    A team of IT personnel required a 
year to complete the upgrade, which created a clear benchmark for the time and complexity involved for any 
additional upgrades that might be considered in the future.  Also, capital expenditures were made post-merger 
to modify and improve the RIMS system as necessary to meet regulatory and operating needs, including 
upgrading RIMS to version 3.10.70. 

Mr. Boeving criticizes PacifiCare’s decision to not upgrade to version 3.20/3.30, but he does not demonstrate 
that PacifiCare’s decision caused any late paid claims or any material impact on PacifiCare’s claim handling 
performance.  PacifiCare considered and rejected the 3.20/3.30 upgrade both prior to the merger in 2004/2005, 
and again in 2006. Those decisions were based, in part, on the significant time and complexity that would be 
involved in changing to the 3.20/3.30 version, which would have entailed rewriting hundreds of customized 
programs (many of which were interdependent), obtaining new hardware, and re-training users.  Indeed, the 
much simpler upgrade to version 3.10.50 in 2003-2004 had taken a year to implement.  The company also 
determined that there was not a sufficient business need to undertake the upgrade because the then-current 
version was performing all necessary business functions.  Moreover, while Mr. Boeving cites the relational 
database and SQL search functionality as the most significant justification for the upgrade, PacifiCare already 
had that functionality in conjunction with the version of RIMS software it was using.   

// 

// 

 

                                                      
11 Separate from the transition of eligibility data entry to Accenture, there were some changes in the customer service touch points for 
brokers and employer groups post-merger.  These changes were implemented in order to lessen administrative burdens on brokers and 
insured groups, reduce defects and improve efficiency.  It is typical in a merger that a company’s touch points with its stakeholders change.  
This change inevitably creates some amount of resistance and, as a practical matter, it takes time and communication to overcome this 
initial resistance.  Nevertheless, this resistance by stakeholders is not indicative of poor integration planning or implementation.  Companies 
do learn when implementing changes; here, the complaints from stakeholders received the attention of senior executives and 
PacifiCare/United modified its broker service model and eligibility processes as appropriate.  But it is wrong to criticize a company for 
implementing positive changes or for taking steps to remedy issues arising from well-intended improvements to existing processes. 
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As to PacifiCare’s maintenance of the RIMS platform post-merger, budgeting and spending remained consistent 
with pre-merger spending:  

(in millions) 2005 2006 2007 2008 

Costs (non-capitalizable) $3.7 $3.1 $2.6 $2.7 

Development capitalized $2.8 $1.4 $3.0 $2.6 

Total $6.5 $4.5 $5.6 $5.3 

 
As to the availability of RIMS, the service availability metrics used by PacifiCare to monitor this platform were 
entirely appropriate.  Sophisticated electronic claims systems, which are comprised of literally hundreds of 
separate software programs and numerous pieces of hardware, are constantly subject to operational issues.  
Most such issues are minor, e.g., a person or small group of users cannot get access to one part of the overall 
system.  Given the differing type and severity of possible system “malfunctions,” PacifiCare/United’s availability 
metrics measure realistically the degree to which a computer system is capable of accomplishing the company’s 
business at any given time.    

Although Mr. Boeving characterizes PacifiCare/United’s approach to RIMS as “do just the minimum to keep the 
system up and running,” my opinion is that PacifiCare/United acted as any prudent, well-managed organization 
would to ensure that a system, which is not a long-term strategic platform, operates properly.  In my experience, 
major healthcare plans use different processes to set capital expenditure and maintenance budgets.  
PacifiCare’s differed from United’s, and there was a learning curve for legacy PacifiCare employees in adjusting 
to the United budgeting processes.  All well-managed companies, however, have rules around keeping actual 
spending within their budgets, unless business, legal or operational issues require deviation.  That was the 
situation within PacifiCare/United, and there is nothing negative or blameworthy about it. 

Rather, the true measure of whether PacifiCare/United properly maintained RIMS should be how the system 
performed.12  I have not seen evidence of an instance in which PacifiCare/United’s maintenance of, or capital 
expenditures for RIMS, is tied to a purported negative impact at issue in this proceeding.  The one major outage 
that RIMS suffered in the relevant period was related to a lightning strike on a data center facility.  This event 
clearly was anomalous, and was unrelated to PacifiCare/United’s maintenance of the RIMS platform.  In short, 
RIMS was maintained in a manner such that it was an extremely stable claims-handling platform in terms of its 
availability to do work throughout the integration period.   

Further, Trizetto’s level of support did not change over time.  Trizetto and other key software vendors 
contractually agreed to continue their support.  While Mr. Boeving speculates that the quality of vendor support 
was “likely substandard,” in fact Trizetto used the same personnel pre- and post-merger to service RIMS.   

D. Single Source of Truth for Data -- EPDE 

For many years, the healthcare industry consistently has recognized that a single source of truth for data is 
necessary to improve data quality and reduce processing discrepancies.  After termination of access to the CTN 
rental network, both the PacifiCare and United California PPO members needed to rely on the same provider 
network for access to medical care.  Because this membership was initially serviced by two separate claims 
platforms and two separate networks, two independent provider demographic data sets existed.  Given that both 

                                                      
12 I have seen questioning of PacifiCare/United witnesses in this proceeding suggesting a negative connotation to the term “Keep The Lights 
On” (KTLO) and its implementation.  There is nothing negative about the term.  In my experience, the term and its usage is commonplace in 
the IT and healthcare industry.  With respect to a variety of non-strategic systems and operational tools that ultimately would be subject to 
consolidation with, or no longer used in favor of, more technologically advanced platforms, PacifiCare/United quite properly implemented a 
KTLO approach led by a committee (staffed with legacy PacifiCare personnel to provide historical knowledge) to maintain and improve these 
platforms and tools as appropriate.   
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memberships were accessing one network, the best practice was to combine the two demographic sets and 
establish a single source of truth as soon as reasonably practicable after the transition from CTN.   

Using an automated tool to replicate data between two disparate systems, and achieving a single source of 
truth, has been a common practice in the health insurance industry for over ten (10) years.  The EPDE 
replication technology used here to link United’s NDB to RIMS was the standard architecture successfully 
utilized by United previously to manage provider data from a  single source of truth in other markets.  Industry 
standard methods were utilized to design, test and implement EPDE for application to RIMS.   

Mr. Boeving refers generally to unspecified problems with PacifiCare’s provider data without providing any 
evidence or analysis to support his statements.  He does not demonstrate that any such issues had any material 
impact on PacifiCare’s claims-handling performance.  Nor does Mr. Boeving establish that any of the provider 
data issues he raises were actually caused by EPDE.  As a result, Mr. Boeving incorrectly assumes that, 
because there apparently were issues with provider data, those problems reflected poorly on the design and 
implementation of the EPDE tool.  The issue is far more complex.  Provider demographic data presents certain 
peculiar complexities (source, nature and continuing evolution of data) for all health plans.13 

Consistent with those industry problems, pre-merger PacifiCare had its own provider data issues.  For example, 
the number of returned checks issued to providers actually decreased after the implementation of EPDE.  
Consequently, it is wrong to blame EPDE for all post-merger provider data issues.  In any event, an 
experienced, dedicated EPDE team was tasked with monitoring and controlling the process.  Issues were 
appropriately detected and corrected.  Further, PacifiCare/United was able to confirm that implementation of 
EPDE outside of California improved data quality over time. 

Mr. Boeving’s report suggests that, as an alternative to the EPDE tool, RIMS should have been upgraded in 
2006 to version 3.30 and then a “direct connection” should have been established between NDB and RIMS for 
provider demographic data.  As discussed above, however, upgrading RIMS was considered by PacifiCare both 
before and after the merger, and rejected for multiple, valid reasons.  Moreover, Mr. Boeving’s direct connection 
“solution” would have been technologically impractical and, in any event, would not have prevented or fixed 
anything because EDPE, an EPDE-like tool, or a similar translation device would still have been needed due to 
differences in the data structures between RIMS version 3.30 and NDB.  

This concludes my report. 

         
30360904 

                                                      
13 Indeed, in order to reduce at least some of the unnecessary processing costs and help control for the constant changes in provider data, 
major healthcare organizations have utilized precisely the kind of processes reflected here:  enterprise data integration and a “single source 
of truth” as a standard practice. 
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 Masters of Business Administration, 
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Rick McNabb, Managing Partner,  is responsible for  leading Optimity Advisors.  
He  brings  more  than  30  years  of  expertise  in  financial,  accounting  and 
information  technology,  reengineering  and  strategic  services  for  healthcare, 
insurance  and  financial  services  industries.    Because  of  extensive  consulting 
experience, he is focused on leading and delivering large, high risk and strategic 
projects.  

Professional Experience 

Major accomplishments include: 
• Rebuilt the Federal Employees Program healthcare operations for the Blue 

Cross  Blue  Shield  Association.  This  program  administers  healthcare 
benefits to 54% of federal workers excluding department of defense. The 
project delivered many operational  and  technical benefits  to  enable  the 
program  to  continue  to be  service and  cost  competitive  for many  years. 
The project was delivered on time and on budget accounting for 450,000 
hours  of  effort  over  five  years.  This  operational  transformation was  the 
largest single instance claims operations implementation in the last twenty 
years. 

• Created and led the Legacy Transformation and SOA Solution service lines 
to our  clients.  Efforts  include  the  creation of business  cases  for  internal 
funding, detailed methodology, proof‐of‐concepts, points of view, training 
programs, marketing material, and analyst communications. 

• Developed operational transformation strategy and plan in the industry for 
large  commercial payer.  This plan  led  to  the  complete  reconstruction of 
the healthcare company. 

• Designed  and operationalized  the  consumer‐directed product  suite  for  a 
national insurance carrier in order to grow market share. 

• Redesigned  and  implemented  new  nurse  triage  call  center  for  specialty 
care business. 

• Performed  requirements  definition,  package  evaluations,  selection  and 
implementation  of  several  integrated managed  care  systems.  Functions 
included  medical  management,  claims/encounters,  membership  and 
financial reporting. The projects utilized a packaged‐enabled reengineering 
approach to assure cost‐effective high‐value operational impact. 

• Led due diligence efforts to separate Prudential Healthcare and merge into 
Aetna operations. 
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• Selected and  implemented several general  ledger systems  impacting the financial reporting and capital management 
processes. Value included improved performance measures, streamlined financial processes and improved return‐on‐
equity positions. 

• Developed several information technology and e‐business strategic plans for Blue Cross/Blue Shield Plans and national 
insurance  companies  including  the  development  of  application,  information  and  technology  architectures.  Value 
created was to assure strategic resources and initiatives were aligned with the strategic business directions. 

• Implemented intelligent character recognition and a simplified underwriting solution for a new business function for a 
third  party  administrator.  The  benefits  allowed  this  administrator  the  ability  to  conduct  large  high  quality  open 
enrollment with a minimum of staff.  

• Developed a capital management strategy along with the associated management processes to improve overall return‐
on‐equity.  The  estimated  benefit  of  the  project was  a  3%  increase  in  ROE,  yielding  a  bottom‐line  benefit  of  $210 
million. Included in the project was a better decision‐making process for ROE improvement (e.g., capital redeployment, 
asset/liability parameters, investment return, and product design).  

• Designed  and built  an  international  reinsurance  system  to bring  to market  and manage niche products  in multiple 
European, South American, and Asian markets.   This system allowed the company to gain  international market share 
and manage risk profitably. 
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ATTACHMENT B 

Project Management Guidelines 

Guideline Definition PacifiCare/United 
applied? 

Example 

Integration Management Activities that integrate 
project management 

(project charter, change 
control, etc) 

 
Provider Data Integration project - developed project charter/scope 
document that included background, scope, team organization 
chart, roles and responsibilities, critical success factors, milestones, 
deliverables, assumptions, constraints, dependencies, risks, sign-
off) 

Time Management Ensures timely completion 
of project (project 
schedule) 

 
Project schedules included workplan tasks, start dates, completion 
dates, % complete, task owners (United and PacifiCare), and 
status/comments 

Cost Management Planning, estimating, 
budgeting and controlling 
costs 

 
Evidence of detailed budgets as well as tracking of costs through 
project lifecycle (e.g., FIT) 

Quality Management Planning, monitoring, 
controlling and assuring 
quality requirements are 
achieved 

 
Quality organization established with 15 dedicated persons. Quality 
audit processes established that consisted of the following quality 
audits: 

• Statistical Audits / Post disbursement audit 
• High dollar audits 
• Performance Guarantee audits  
• Auditor Validation 

Risk Management Identifying, analyzing, and 
controlling risks for the 
project 

 
Risk mitigation plans developed that included identification, 
mitigation, tracking, resolution, etc. 

Human Resources 
Management 

Planning, acquisition, 
development and 
management of the 
project team 

 
Well defined project organization and governance structure with 
roles and responsibilities (PMO, project leads, SMEs, key 
stakeholders) 

Communication Management Ensuring timely and 
appropriate generation, 
collection, dissemination, 
storage, and ultimate 
disposition of project 
information 

 
Weekly status reports developed for each project.  Status reports 
contained standard types of reporting (status, issues, 
milestones/deliverables, accomplishments, etc).  Integration team 
met weekly to discuss status and Steering Committee met every 
other week to discuss status and make decisions.  Performance 
tracked and communicated post merger 

Issue Management Identifying, analyzing, and 
resolving issues for the 
project 

 
Detailed issue logs for initiatives.  Issue logs identified dates, issue 
identifier, status, issue description, and action 

Scope Management Ensuring project includes 
all work required to 
successfully complete 
project.  Putting change 
controls in place if a 
change in scope is 
required 

 
Change in RIMS migration strategy.   
Team evaluated pros, cons, risks, impacts of change in scope, and 
made decision based analysis 
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