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January 30, 2024 1 
 2 

Mr. Tim Temple 3 
Commissioner Louisiana Department of Insurance 4 

OBJECTIONS to: Blue Cross Blue Shield of Louisiana Reorganization Proposal as included in ANNEX B of 5 
the NOTICE OF SPECIAL MEETING for BCBSLA on February 21, 2024. 6 

Dear Sir: 7 

As a BCBSLA policy holder,  as an Eligible Member  and Louisianan I am AGAINST the plan of 8 
Reorganization for the following reasons. 9 

A) Transfers Member interest to non-members: 10 

The ”donation” to The Foundation “…pursuant to the Reorganization…” (Annex B-2 A(2)), 11 
transfer Member assets to a Foundation that is NOT for the “…exclusive benefit of eligible 12 
members…” as per RS 22:236.3 C. 13 

This proposed transfer is in direct conflict with the statute. Significant effort has been put into 14 
attempting to hide this violation of the spirit, if not the letter, of the statute. 15 

BCBSLA serves the members of BCBSLA; however, The Foundation is for “…the people of 16 
the State of Louisiana…” therefore, The Foundation (and Trust) proposed by the BCBSLA 17 
Board of Directors is not for the “exclusive benefit” of BCBSLA Members. 18 

The donation proposed is a material aspect of the plan of reorganization (Annex B-2) 19 
just “prior to the effectiveness of the Reorganization…” in an attempt to influence the 20 
required opinions of the Investment Banker (RS 22:236.3.A(2)), the actuary (RS 21 
22:236.3.B(2)) and others relative to the determination of fair and equitable 22 
consideration by materially reducing BCBSLA reserves before Member Interest are 23 
calculate. 24 

Page iii Describes Eligible Member Payment as “…the total number of member 25 
months….through the effective date of the Reorganization as well as the 26 
amount of BCBSLA’s surplus at the time of Closing” 27 

Page 44 “…the majority of the reserves [are] going to the Foundation…” 28 

By making the donation contingent on the Reorganization but occurring “prior to” the 29 
effectiveness of the Reorganization rather than on the Effective Date, there is a material 30 
deduction from the Reserves of BCBSLA just prior to the calculation of Eligible Member 31 
interest. This wording is a key part of the fraud/theft being attempted, IMO. 32 

B) Fiduciary duty of the BCBSLA Board to protect Member Interest: 33 
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The complex nature of this Reorganization is based on issues of Law, Accounting, etc. that are 34 
extremely difficult for many Members to easily understand.  35 

The Board admits that the work products of both the Investment Banker and Actuary 36 
were based on the plan to “donate” member interest in BCBSLA reserves prior to the 37 
date used to calculate qualified member interest. This fact, nullifies the opinions 38 
received, IMO. 39 

The Board of Directors duty to act in good faith without the slightest misrepresentation or 40 
concealment needs to be considered. The Board used Members money to contract multiple 41 
experts to draft a plan to “sell” the reorganization plan to members yet there is not a single 42 
reference to any potential concern that the “donation” may not be viewed as completely legal 43 
per RS 22:236.  44 

I find this more than curious and gives the appearance of inappropriate action by the Board. The 45 
Board appears to have acted in a way to conceal material facts in plain sight.  46 

The fact that virtually every other condition in the Reorganization plan occurs 47 
“contemporaneously with the effectiveness of the Reorganization” (Annex B-2, B-3) while the 48 
“donation” is prior is critical to the entire deception of Members and others.  49 

It appears specifically designed to adversely impact the calculations of Membership interest and 50 
fairness in the opinions of Chaffe & Associates, Inc and Deloitte Consulting LLP in that these 51 
opinions were based on the draft plan (see page 40, 41).  52 

The Directors of BCBSLA becoming compensated members of The Foundation (Annex B-14) 53 
and/or trustees of the TRUST (page 35) with a “self perpetuating” board (page 36) is clearly 54 
motivation for the Directors to abandon their Fiduciary obligations. 55 

C) Competition in the Louisiana Insurance market is enhanced by the existence of Mutual 56 
Insurance companies: 57 

Mutual Insurance Companies, such as BCBSLA, normally do not have equity components to their 58 
executive compensation packages and thus normally have a much lower Executive 59 
compensation overhead. Unfortunately, executive compensation is a well known problem in 60 
wealth inequity in the U.S.A. 61 

Elevance Health pays huge compensation to their executives. According to SEC Notice of 62 
Proposed Sale of Securities Form 144, on 12/14/2023 an officer of Elevance Health, Inc. received 63 
$2,658,237.84 in stock options as compensation.  64 

This one officer of Elevance received the equivalent of 58% of BCBSLA total revenue for 65 
2022 (Annex A-1) in stock options alone. 66 
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Should BCBSLA be purchased by Elevance, BCBSLA policy holders will have to contribute to the 67 
excessive compensation Elevance pays its officers. Thus for BCBSLA division under Elevance to 68 
meet profit margin goals, BCBSLA premiums must increase or benefits decrease. Either way 69 
BCBSLA Members are adversely impacted in the years following the Reorganization. 70 

Elevance boast of higher premiums contributing to profits: 71 

Elevance (ticker symbol ELV) reported quarterly earnings of $5.62 per share per Yahoo 72 
Finance on 1/24/2024. Most of these earnings come from policy premiums. Elevance 73 
stated “…higher premiums…” (Reuters, 1/24/2024) helped beat Wall Street estimates. 74 
Elevance expects 2024 full profits of more than $37.10 per share (Reuters). 75 

While one can applaud Elevance for their profit margin as a investor, as a person who 76 
must have health insurance via Federal mandate. Insurance is not a luxury, it is a 77 
necessity. See Elevance Health Earnings release 4Q2023 on corporate website. 78 

Having Mutual Insurance Companies gives policy holders some relief from excessive executive 79 
compensation packages in FOR Profit companies. Additionally, the elimination of Mutual 80 
Insurance companies in the market allows FOR Profit companies to increase their rates and thus 81 
their excessive executive compensation packages. 82 

BCBSLA is currently one of Louisiana’s largest insurer serving 1.9 Million Louisianans or 83 
approximately 41% of the population. Eliminating this significant and successful Mutual 84 
Insurance competitor will expose the Louisiana market to a market consisting of mostly FOR 85 
Profit companies who’s primary goal is RETURN ON INVESTMENT. 86 

The more Mutual Insurers the FOR PROFIT companies can eliminate from a market, the 87 
more they can raise rates and increase profits in the future due to decreased 88 
competition from the Mutual insurers. 89 

Such a strategy is not in the best interest of the people of Louisiana. 90 

D) Grandfathered Customer Base: 91 

As a policy holder long before the “Affordable Care Act” I currently enjoy a policy that provides 92 
the coverage I want at a price that no “Affordable Care Act” policy can compete.  93 

However, as a grandfathered policy holder, I cannot modify or replaced policy. Any modification 94 
means I would become subject to Affordable Care Act policies which are quite frankly, not 95 
affordable. 96 

We cannot change insurance because we believe Elevance is a company with which we 97 
do not want to do business. Elevance has a history of fraud, cyber security 98 
incompetence, and poor customer service. I have no desire to do business with this 99 
company.  100 
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BCBSLA change from a Mutual Insurance Company to a FOR PROFIT company is a huge, 101 
unacceptable change for policy holders of my generation. 102 

Grandfathered Qualified Members contributed to BCBSLA “reserves” more than any non-103 
grandfathered class simply because we have, as a group, more contentious policy months than 104 
any non-grandfathered policy holders. 105 

E) Self insured/Group Policy treatment is grossly unfair: 106 

Page 3 – 4: Although I would appear to benefit from BCBSLA Board decision to totally exclude 107 
any policy self-insured from their fair and equitable compensation, is appears grossly unfair to 108 
those who “…currently constitute a majority of BCBSLA’s members…” (Annex B-9) and thus 109 
contributed to BCBSLA reserves in some fashion over the years. 110 

The bulk of the contributions from those members to BCBSLA Reserves is being funneled to the 111 
Foundation (not Qualified Members). 112 

To add insult to injury, those members do not even get a vote regarding the Reorganization Plan 113 
which is equivalent to taxation without representation. 114 

The Board would appear to have some Fiduciary duty to those members and the Board 115 
knowingly is excluding them from any compensation or say in the reorganization. 116 

I object to the plan of Reorganization and request the Commissioner reject the plan as well. 117 

Best Regards, 118 

Paul S. Meche 119 
101 Grassy LN 120 
Carencro, LA. 70520 121 



































Form 144 Filer Information
UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 144

NOTICE OF PROPOSED SALE OF SECURITIES
PURSUANT TO RULE 144 UNDER THE SECURITIES ACT OF 1933

FORM 144

144: Filer Information
Filer CIK 0001456430

Filer CCC XXXXXXXX

Is this a LIVE or TEST Filing?  LIVE  TEST

Submission Contact Information

Name

Phone

E-Mail Address

144: Issuer Information
Name of Issuer Elevance Health, Inc.

SEC File Number 001-16751

Address of Issuer 220 VIRGINIA AVENUE
INDIANAPOLIS
INDIANA
46204

Phone 8003311476

Firefox https://www.sec.gov/Archives/edgar/data/1156039/000197236223001188/xsl144X01/primary...

1 of 3 1/24/2024, 11:05 AM



Name of Person for Whose Account the
Securities are To Be Sold

Todt Blair Williams

See the definition of "person" in paragraph (a) of Rule 144. Information is to be given not only as to the person for whose account
the securities are to be sold but also as to all other persons included in that definition. In addition, information shall be given as to
sales by all persons whose sales are required by paragraph (e) of Rule 144 to be aggregated with sales for the account of the
person filing this notice.

Relationship to Issuer Officer

144: Securities Information
Title of the Class of
Securities To Be Sold

Name and Address of the
Broker

Number of
Shares or
Other Units
To Be Sold

Aggregate
Market Value

Number of
Shares or
Other Units
Outstanding

Approximate
Date of
Sale

Name the
Securities
Exchange

COMMON MORGAN STANLEY SMITH
BARNEY LLC EXECUTIVE
SERVICES
200 W CIVIC CENTER DR.
4TH FLOOR
SANDY   UT   84070

5492 2658237.84 235000000 12/14/20
23

NYSE

Furnish the following information with respect to the acquisition of the securities to be sold and with respect to the payment of all or
any part of the purchase price or other consideration therefor:

144: Securities To Be Sold
Title of the Class Date you

Acquired
Nature of
Acquisition
Transaction

Name of Person
from Whom
Acquired

Is
this
a
Gift?

Date
Donor
Acquired

Amount of
Securities
Acquired

Date of
Payment

Nature of Payment
*

COMMON 12/14/20
23

STOCK OPTION
EXERCISE

ISSUER 5492 12/14/20
23

COMPENSATION

* If the securities were purchased and full payment therefor was not made in cash at the time of purchase, explain in the table or in a
note thereto the nature of the consideration given. If the consideration consisted of any note or other obligation, or if payment was
made in installments describe the arrangement and state when the note or  other  obligation was discharged in full  or  the last

Firefox https://www.sec.gov/Archives/edgar/data/1156039/000197236223001188/xsl144X01/primary...

2 of 3 1/24/2024, 11:05 AM



installment paid.

Furnish the following information as to all securities of the issuer sold during the past 3 months by the person for whose account the
securities are to be sold.

144: Securities Sold During The Past 3 Months
Nothing to Report

144: Remarks and Signature
Remarks

Date of Notice 12/14/2023

ATTENTION:

The person for whose account the securities to which this notice relates are to be sold hereby represents by signing this notice
that he does not know any material adverse information in regard to the current and prospective operations of the Issuer of the
securities to be sold which has not been publicly disclosed. If such person has adopted a written trading plan or given trading
instructions to satisfy Rule 10b5-1 under the Exchange Act, by signing the form and indicating the date that the plan was adopted
or the instruction given, that person makes such representation as of the plan adoption or instruction date.

Signature /s/ Blair Williams Todt

ATTENTION: Intentional misstatements or omission of facts constitute Federal Criminal Violations (See 18 U.S.C. 1001)

Firefox https://www.sec.gov/Archives/edgar/data/1156039/000197236223001188/xsl144X01/primary...
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GEOFFREY S. BERMAN 
United States Attorney for the 
Southern District of New York 
By:  LI  YU      
 PETER ARONOFF 
 RACHAEL DOUD 
Assistant United States Attorneys 
86 Chambers Street, 3rd Floor 
New York, New York 10007 
 
UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  
UNITED STATES OF AMERICA, 

 Plaintiff, 

 v. 

ANTHEM, INC., 

 Defendant. 
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  

x 
: 
: 
: 
: 
:
:
:
:
x 

 
 
20 Civ. 2593 (___)  
  
 
COMPLAINT 
 
 
JURY TRIAL DEMANDED 

 
 

 
The United States (the “Government”), by its attorney, Geoffrey S. Berman, United 

States Attorney for the Southern District of New York, alleges for its Complaint as follows: 

PRELIMINARY STATEMENT 

1. This is a civil fraud action brought by the Government against defendant Anthem, 

Inc. (“Anthem”) to recover treble damages sustained by, and civil penalties and restitution owed 

to, the Government as result of Anthem’s violations of the False Claims Act (“FCA”), 31 U.S.C. 

§ 3729 et seq.  As set forth below, Anthem knowingly disregarded its duty to ensure the accuracy 

of the risk adjustment diagnosis data that it submitted to the Centers for Medicare and Medicaid 

Services (“CMS”) for hundreds of thousands of Medicare beneficiaries covered by the Medicare 

Part C plans operated by Anthem.  By ignoring its duty to delete thousands of inaccurate 

diagnoses, Anthem unlawfully obtained and retained from CMS millions of dollars in payments 

under the risk adjustment payment system for Medicare Part C. 
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2. As a Medicare Advantage Organization (“MAO”), Anthem was responsible for 

covering the cost of services rendered by healthcare providers like hospitals and doctors’ offices 

for the Medicare beneficiaries enrolled in Anthem’s Part C plans.  Anthem, in turn, received 

monthly capitated payments from CMS for providing such coverage.  See infra ¶¶ 21-39. 

3. Anthem understood that CMS calculated the payments to Anthem pursuant to a 

risk adjustment system, under which the amounts of those payments were based directly on the 

number and the severity of the diagnosis data — in the form of ICD diagnosis codes — that 

Anthem submitted to CMS.  See infra ¶¶ 27-44.  In most cases, Anthem submitted the diagnosis 

codes reported by providers in the claims and data that the providers submitted to Anthem to 

seek payments for treating Medicare beneficiaries enrolled in Anthem’s Part C plans. 

4. Anthem knew that, because the diagnosis codes it submitted to CMS affected 

payment directly, it had an obligation to ensure that its data submissions were accurate and 

truthful, including by complying with the ICD coding guidelines adopted by CMS regulations.  

See infra ¶¶ 45-50.  Indeed, Anthem expressly promised CMS that it would “research and 

correct” any “discrepancies” in its “risk adjustment data” submissions and that it would comply 

with CMS’s regulatory and contractual requirement that diagnosis codes for risk adjustment 

purposes must be substantiated by beneficiaries’ medical records.  See infra ¶¶ 79-82.  In 

addition, Anthem repeatedly attested to CMS that its risk adjustment diagnosis data submissions 

were “accurate, complete, and truthful” according to its “best knowledge, information and 

belief.”  See infra ¶¶ 83-90.  As Anthem knew, the promises and attestations it made to CMS 

placed on Anthem an obligation to make good faith efforts to delete inaccurate diagnosis codes.  

See infra ¶¶ 56-61, 70-78, 130-133. 

5. Anthem’s actual practices between early 2014 and early 2018 (the “relevant 

period”), however, were in direct contravention of its promises and attestations to CMS.  
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Specifically, Anthem implemented a “retrospective chart review” program using a vendor, 

pursuant to which they obtained medical records from providers concerning services they 

provided to beneficiaries enrolled in Anthem’s Part C plans and the vendor then reviewed those 

medical records to identify all the diagnosis codes supported by the records.1  This process was 

“retrospective” because it typically occurred at least several months after Anthem had submitted 

to CMS the diagnosis codes reported by providers.  Anthem knew that the results of chart review 

could indicate whether or not the diagnosis codes Anthem previously submitted to CMS were 

accurate.  More specifically, Anthem knew that the diagnosis codes it previously submitted to 

CMS, but which could not be substantiated by Anthem’s retrospective chart review, had likely 

been reported inaccurately.  See infra ¶¶ 114-127.   

6. To persuade providers to supply records for review, Anthem told providers that 

Anthem’s chart review process was an “oversight activity” that “will help ensure that the ICD9 

codes have been reported accurately” and in accordance with “proper coding guidelines.”  See 

infra ¶¶ 108-113.  That was not true.  Instead, Anthem used chart reviews only to submit 

additional diagnosis codes to CMS while turning a blind eye to negative results where chart 

reviews could not substantiate the diagnosis codes that Anthem had previously submitted to CMS. 

7. More specifically, although the Medicare Revenue and Reconciliation (“Medicare 

R&R”) group at Anthem could have readily written a computer algorithm to find inaccurately 

reported diagnosis codes by comparing previously-submitted codes against chart review results, 

Anthem made no effort to do so during the relevant period.  This was because Anthem viewed its 

chart review program only as a means to find “new revenue generating [diagnosis] codes” so that 

Anthem could obtain higher Medicare payments.  Finding and deleting inaccurate diagnosis  

                                                           
1  In 2018, Anthem made significant changes to its chart review procedures.  Specifically, it 

began comparing the diagnosis codes it previously submitted to CMS against the chart review 
results to identify potential inaccuracies. 
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codes, by contrast, would have reduced Anthem’s revenue from Medicare.  See infra ¶¶ 114-127.   

8. Anthem made “revenue enhancement” the sole purpose of its chart review 

program, while disregarding its obligation to find and delete inaccurate diagnosis codes, because 

Anthem prioritized profits over compliance.  Specifically, Anthem’s one-sided chart review 

program, i.e., focusing solely on finding additional codes to submit to CMS without also 

identifying and deleting inaccurate codes, often generated $100 million or more a year in 

additional revenue for Anthem.  Indeed, as the head of the Medicare R&R group at Anthem 

recognized, the one-sided chart review program was “a cash cow” for Anthem because it 

consistently produced a “return on investment” of up to 7:1.  See infra ¶¶ 135-146. 

9. Ultimately, the extraordinary profits that Anthem obtained through its one-sided 

chart review program came at the expense of the public fisc.  By knowingly breaching its 

promises and attestations to CMS, and by knowingly disregarding its regulatory and contractual 

obligation to correct inaccuracies in its diagnosis data submissions, Anthem improperly obtained 

or retained millions of dollars from CMS in violation of three FCA provisions — 31 U.S.C. 

§§ 3729(a)(1)(A), (a)(1)(B), and (a)(1)(G) – and under the common law.  See infra ¶¶ 152-170. 

THE PARTIES 

10.   Plaintiff is the United States.  Through its Department of Health and Human 

Services (“HHS”), and more specifically through CMS, a component agency within HHS, the 

Government administers the Medicare Program, including, as relevant here, the risk adjustment 

payment system for Medicare Part C.   

11. Defendant Anthem, Inc., formerly known as WellPoint, is an Indiana corporation 

with its headquarters at 220 Virginia Avenue in Indianapolis, Indiana.  During the times relevant 

to this action, Anthem maintained three geographic divisions — East, Central, and West.  

Further, Anthem, through its subsidiaries and affiliates, operated dozens of Medicare Part C 
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plans across the United States.  In New York, for example, Anthem operated Empire MediBlue 

Plus (the “Empire MediBlue Plan”) – a Medicare Part C plan with the contract number H3370 – 

through its subsidiaries Empire HealthChoice HMO, Inc. and Empire HealthChoice Assurance, 

Inc. (collectively d/b/a Empire BlueCross BlueShield).  A table of the plans operated by Anthem 

that are relevant to this action, the contract numbers for those plans, and the Anthem subsidiaries 

involved with those plans is attached as Exhibit 1 hereto.2  

JURISDICTION AND VENUE 

12. This Court has jurisdiction over the claims under the FCA pursuant to 31 U.S.C. § 

3730(a) and 28 U.S.C. §§ 1331 and 1345, and it has jurisdiction over the common law claims 

pursuant to 28 U.S.C. § 1345.   

13.  Venue is proper in this District pursuant to 31 U.S.C. § 3732(a) and 28 U.S.C. 

§ 1391(b) because Anthem transacted business in this District and because a substantial part of 

the events giving rise to the claims herein occurred within this District.  For example, Anthem 

operated a Medicare Part C plan, Empire MediBlue Plus, that enrolled numerous patients who 

reside in this District.  See supra ¶ 11. 

14. This Court may exercise personal jurisdiction over Anthem pursuant to 31 U.S.C. 

§ 3732(a), which provides for nationwide service of process. 

THE FALSE CLAIMS ACT 

15.  The False Claims Act was originally enacted in 1863 to address fraud on the  

                                                           
2  The subsidiaries and affiliate that Anthem used to operate the Medicare Part C plans at 

issue and during the relevant period include, but are not limited to:  Anthem Blue Cross Life & 
Health Insurance Co., Anthem Health Plans, Inc., Anthem Health Plans of New Hampshire, Inc., 
Anthem Health Plans of Kentucky, Inc., Anthem Health Plans of Maine, Inc., Anthem Health 
Plans of Virginia, Inc., Anthem Insurance Companies, Inc., Blue Cross of California, Blue Cross 
Blue Shield of Georgia, Community Insurance, Co., Compmore Health Services Insurance 
Corp.; Empire Healthchoice HMO, Inc., Empire Healthchoice Assurance, Inc., Healthkeepers, 
Inc., HMO Colorado, Inc., HMO Missouri, Inc., Rocky Mountain Hospital & Medical Services, 
Inc., and Unicare Life & Health Insurance Co. 
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Government in the midst of the Civil War, and it reflects Congress’s objective to “enhance the  

Government’s ability to recover losses as a result of fraud against the Government.”  See S. Rep.  

No. 99-345, at 1 (1986), reprinted in 1986 U.S.C.C.A.N. 5266.   

16.  As relevant here, the FCA establishes treble damages liability to the Government 

where an individual or entity:  

i. “knowingly presents, or causes to be presented, a false or fraudulent claim for 
payment or approval[;]”  

ii. “knowingly makes, uses, or causes to be made or used, a false record or 
statement material to a false or fraudulent claim[;]” or  

iii. “knowingly makes, uses, or causes to be made or used, a false record or 
statement material to an obligation to pay or transmit money or property to the 
Government, or knowingly conceals or knowingly and improperly avoids or 
decreases an obligation to pay or transmit money or property to the 
Government[.]”  

31 U.S.C. §§ 3729(a)(1)(A), (a)(1)(B), and (a)(1)(G). 

17. “Knowingly,” within the meaning of the FCA, is defined to include a defendant 

acting in reckless disregard or deliberate indifference of the truth or falsity of information, as 

well as actual knowledge of such falsity by the defendant.  See id. § 3729(b)(1).  Further, “no 

proof of specific intent to defraud” is required to establish liability under the FCA.  Id. 

18. For purposes of section 3729(a)(1)(B), the FCA defines “material” as “having a 

natural tendency to influence, or capable of influencing, the payment or receipt of money or 

property.”  Id. § 3729(b)(4). 

19. The FCA also defines “obligation” in section 3729(a)(1)(G) – the reverse false 

claims provision – to include any “established duty, whether or not fixed, arising from an express 

or implied contractual … relationship, from a fee-based or similar relationship, from statute or 

regulation, or from the retention of an overpayment.”  Id. § 3729(b)(3).  This broad definition 

reflects Congress’s intent for the reverse false claims provision to apply to non-fixed duties to 
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pay or repay the Government.  See S. Rep. 111-10 at 14 (2009).  In 2010, Congress further 

reinforced the duty on Medicare program participants like MAOs to return overpayments in a 

timely manner.  Specifically, as part of the Patient Protection and Affordable Care Act of 2010, 

see 124 Stat. 119, 753-56 (2010), Congress added a provision to the Social Security Act that 

obligates MAOs like Anthem to report and return overpayments made by Medicare within sixty 

days of the identification of the overpayments.  See 42 U.S.C. § 1320a–7k(d)(2).  Under this 

provision, if an MAO makes a late report or repayment—that is a report or repayment after 60 

days—it is still liable to pay treble damages and penalties under the FCA. 

20. Finally, in addition to treble damages, the FCA also provides for assessment of a 

civil penalty for each violation or each false claim.3  See 31 U.S.C. § 3729(a)(1). 

THE MEDICARE ADVANTAGE PROGRAM AND ITS RISK ADJUSTMENT PAYMENT SYSTEM 

A. Medicare Advantage and the Role of Part C MAOs 

21. Medicare is a federally-operated health insurance program administered by CMS 

benefiting individuals 65 and older and the disabled.  See 42 U.S.C. § 1395c et seq. 

22. Parts A and B of the Medicare Program are commonly known as “traditional” 

Medicare.  Part A covers inpatient and institutional care, while Part B covers physician, hospital, 

outpatient, and ancillary services and durable medical equipment.  Under Medicare Parts A and 

B, CMS reimburses healthcare providers (e.g., hospitals and physicians’ offices) directly using a 

fee-for-service system.  Specifically, healthcare providers submit claims to CMS for medical 

services actually rendered.  CMS, in turn, pays the providers directly for each service based on 

payment rates established by the Government. 

                                                           
3  As adjusted by applicable laws and regulations, the range of civil penalties for FCA 

violations occurring between September 29, 1999, and November 1, 2015, is $5,500 to $11,000, 
see 28 U.S.C. § 2461 (notes); 64 Fed. Reg. 47,099, 47,103 (1999); and the range of civil 
penalties for FCA violations occurring after November 1, 2015, is $10,781 to $21,563, see 82 
Fed. Reg. 9,131–9,136 (2017). 
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23. On the other hand, Medicare Part C, which is at issue in this case, involves 

Medicare beneficiaries who have elected to receive Part A and Part B benefits through a 

Medicare Advantage plan (“Part C plan” or “MA plan”).  See 42 U.S.C. §§ 1395w-21 to 1395w-

28.  The MA plans, in turn, are operated and managed by MAOs, which are private insurers like 

Anthem.  See 42 C.F.R. §§ 422.2, 422.503(b)(2). 

24. Under Medicare Part C, beneficiaries receive healthcare services managed by 

those plans.  More specifically, when a healthcare provider furnishes medical services to a 

Medicare beneficiary enrolled in an MA plan, the provider submits claims and encounter data to 

the MAO that operates the MA plan in order to receive payment from the MAO, instead of CMS. 

25. Congress expressly delegated authority to CMS to issue rules to implement and 

regulate Medicare Part C.  See 42 U.S.C. § 1395w-26(b).  Pursuant to that delegation, CMS has 

promulgated regulations that, inter alia, define the MAOs’ obligations and responsibilities.  See 

generally 42 C.F.R. Part 422.  As discussed more fully below, see infra ¶¶ 57-60, CMS’s Part C 

regulations require MAOs like Anthem to implement compliance procedures and programs and 

to make annual attestations.   

26. In addition to issuing regulations, CMS also has defined the MAOs’ obligations 

contractually.  For example, in order to participate in Medicare Part C, MAOs must execute a 

written agreement or a renewal of the written agreement with CMS on an annual basis for each 

of the Part C plans they operate.  As relevant here, Anthem executed such agreements or 

renewals annually for all of the Part C plans it operated from 2013 to 2018.4  Further, the terms 

and conditions in the Part C annual agreements/renewals that are relevant here have remained the 

same during that period.   

  
                                                           

4  Examples of such agreements are the annual Part C agreements executed by Anthem in 
2014 and 2015 for its Empire MediBlue Plan, which are attached here as Exhibits 2 and 3. 
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B. Medicare Part C’s Risk Adjustment Payment System and the Role of ICD and HCC 
Codes in CMS’s Calculation of Risk Adjustment Payments 

27.   A central and distinguishing feature of Medicare Part C is how CMS determines 

the amount of the payments to which each MAO is entitled for providing healthcare coverage to 

a beneficiary enrolled in one of the MAO’s Part C plans.  Instead of compensating an MAO on a 

fee-for-service basis for specific medical services for a beneficiary, CMS makes monthly 

payments to the MAO in a fixed, capitated (per beneficiary enrollee in each Part C plan) amount 

for providing coverage for each of the Medicare beneficiaries enrolled in the Part C plan. 

28. Unlike under Parts A and B, the per-member, per-month payments that CMS 

makes to MAOs under Medicare Part C do not depend on the amount of services provided to a 

specific beneficiary.  Instead, the capitated rate is determined based on how the bid submitted by 

an MAO compares to an administratively set benchmark established under the Part C statute.  

See 42 U.S.C. § 1395w-23(a)(1)(B); 42 C.F.R. §§ 422.254, 425.304.     

29. Within this system, which Congress has mandated since 2000, see 42 U.S.C. § 

1395w-23(a)(1)(C) (directing CMS to adjust the capitated payments for each MA plan enrollee 

based on each enrollee’s demographic factors and health status), CMS uses its risk adjustment 

payment system to determine the capitated payments based on the expected risk of each 

beneficiary.5   

30. More specifically, CMS calculates, for each beneficiary enrolled in a Part C plan, 

a risk score – also known as the risk adjustment factor or “RAF” — which acts as a multiplier for 

                                                           
5  Because CMS calculates and makes the monthly capitated payments to MAOs in a given 

payment year before CMS necessarily has received all the diagnosis data relevant to the risk-
adjustment calculation, CMS also engages in a “reconciliation process” after the conclusion of 
each payment year.  See 42 C.F.R. § 422.310(g)(2).   

 Through this process, CMS may conclude that “adjustments to payments are necessary” 
based on subsequently-submitted diagnosis data, which may result in CMS making an additional 
reconciliation payment to an MAO or seeking a reconciliation refund from the MAO.  See id. 

Case 1:20-cv-02593   Document 1   Filed 03/26/20   Page 9 of 52



10 
 

purposes of determining the capitated payment for that enrollee.  See 42 C.F.R. § 422.308(e).6  In 

other words, CMS pays MAOs more for beneficiaries with certain serious illnesses or chronic 

medical conditions and, thus, higher risk scores, than for beneficiaries without those conditions 

and, thus, lower risk scores. 

31. Since 2004, CMS has employed a hierarchical condition category (“HCC”) model 

to calculate the risk score for Medicare beneficiaries enrolled in Part C plans.  As directed by 

Congress, the HCC model takes into account both the demographic factors and health status of 

Medicare beneficiaries.  See 42 C.F.R. § 422.2. 

32. Clinically, HCCs are categories of related medical diagnoses including major, 

severe, and/or chronic illnesses.  See id.  Between 2004 and 2013, there were 70 HCCs in CMS’s 

Part C risk adjustment model.  Starting in 2014, and after CMS revised its model, the number of 

HCCs increased to 79.   

33. Each HCC correlates with the marginal predicted cost of medical expenditures for 

that set of medical conditions based on CMS’s data from administering the traditional Medicare 

Fee-For-Service program.  Some examples of HCC codes are HIV/AIDS (HCC 1), metastatic 

cancer and leukemia (HCC 8), congestive heart failure (HCC 80), and ischemic stroke (HCC 

100).7  Higher relative values (also sometimes referred to as relative factors, or coefficients) are 

assigned to HCCs that include diagnoses with greater disease severity and treatment costs.   

34. A single Medicare beneficiary may have none, one, or multiple HCCs, which  

                                                           
6  To determine the base monthly payment amount for Medicare beneficiaries enrolled in a 

specific Part C plan, CMS uses a bidding process in which each Part C Plan, through its MAO, 
submits a bid amount.  That bid is then compared to an administratively set benchmark set by 
CMS.  See 42 C.F.R. Part 422, subparts F and G. 

7  HCC numerical codes changed between the 2004–2013 model (known as Version 12) 
and the 2014 model (known as Version 22).  The numerical examples of HCC codes cited herein 
are from the Version 22 model. 
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affect the risk adjustment payment calculated by CMS according to the relative values of those 

HCCs and the base payment amount for a specific Medicare beneficiary.   

35. To illustrate, assume that adding HCC 8 (metastatic cancer and leukemia) to a 

hypothetical Medicare beneficiary’s list of HCCs in 2014 would have increased that 

beneficiary’s overall risk score from 0.7 to 2.77, i.e., by 2.07; and further assume that the base 

payment amount for this beneficiary was $10,000.  In these circumstances, adding HCC 8 would 

have caused CMS to pay out $20,700 more in risk adjustment payments for that beneficiary in 

2014. 

36. To determine which HCCs are applicable to each Medicare beneficiary, CMS’s 

HCC model relies on the diagnoses – more specifically ICD diagnosis codes – documented by 

medical encounters that Medicare beneficiaries have with authorized healthcare providers (e.g., a 

visit to a doctor’s office or an inpatient stay at a hospital).  In other words, the ICD diagnosis 

codes submitted by MAOs are used by CMS to calculate the risk adjustment payment.   

37. HHS has adopted the ICD Guidelines for Coding and Reporting as the standard 

for medical record documentation.  See 45 C.F.R. § 162.1002(c)(2) and (c)(3) (“The Secretary 

[of HHS] adopts … the official ICD-10-CM Guidelines for coding and reporting”).  CMS 

regulations, therefore, required MAOs to “submit data that conform to” the ICD coding 

guidelines.  See 42 C.F.R. § 422.310(d)(1) (requiring MAOs to submit data in conformity with 

“all relevant national standards”).   

38. Practically, the ICD coding and classification system allows healthcare providers, 

insurance carriers and public health agencies to use alphanumeric codes to represent diagnoses.  

Each disease, injury, infection and symptom has its own ICD code.  During the relevant times, 

the applicable standards for ICD coding have been set forth in two systems — first, up to 

October 1, 2015, the International Classification of Diseases, Ninth Revision, Clinical 
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Modification (“ICD-9”); and thereafter, the International Classification of Diseases, Tenth 

Revision, Clinical Modification (“ICD-10”).   

39.   Finally, the HCC model is prospective, meaning that it relies on risk-adjusting 

diagnosis codes from dates of service by a provider in one year (the “DOS year” or “date of 

service year”) to determine payments in the following year (the “payment year”).  In other 

words, CMS calculates the risk score for each Medicare beneficiary enrolled in Part C anew for 

each payment year based on the ICD codes from medical encounters that occurred in the 

immediately preceding year.  As illustrated by the hypothetical example in paragraph 35 above, 

the higher a Part C beneficiary’s risk score, the higher the payments by CMS to the MAO 

operating that beneficiary’s Part C plan.   

C. CMS’s Risk Adjustment Payment Process and Its RAPS and EDPS Risk Adjustment 
Data Reporting Systems  

40. In most cases, the ICD diagnosis codes reported to CMS for risk adjustment  

purposes originate from healthcare providers who treat Part C beneficiaries.  In this scenario, the 

risk adjustment data is typically generated and reported in five steps.   

41. First, based on a face-to-face encounter between a healthcare provider and a Part 

C beneficiary, the provider (the physician or a nurse) would document the encounter in the 

beneficiary’s medical records, including the characteristics of the beneficiary’s illnesses or 

medical conditions.  Next, the provider – or, often, a coder working for the provider – would 

assign the diagnosis codes reflecting the beneficiary’s illnesses or medical conditions in the 

provider’s records for the beneficiary.  Third, MAOs like Anthem would receive diagnosis codes 

from the provider.  Healthcare providers can transmit diagnosis codes to an MAO when they 

submit claims for payment from the MAO for treating the beneficiary, in encounter records 

reporting the services rendered, or by alternative means (for purposes of this Complaint, 

diagnosis codes reported by providers to MAOs like Anthem are referred to as “provider-
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reported codes”).  Fourth, the MAO would in turn submit those diagnosis codes to CMS using 

the risk adjustment data reporting systems provided by CMS.   

Finally, CMS maps each beneficiary’s diagnosis codes to HCCs and then calculates each 

beneficiary’s risk score to apply to the payment calculation. 

42. During the years relevant to this action, CMS utilized two electronic systems for 

collecting risk adjustment diagnosis data — the Risk Adjustment Processing System (“RAPS”) 

and the Encounter Data Processing System (“EDPS”).  Up to 2014, CMS calculated risk 

adjustment payments based solely on the RAPS-submitted diagnosis data.  Starting in 2015, 

CMS has calculated risk adjustment payments using a combination of RAPS and EDPS-

submitted diagnosis data.  The RAPS data submissions (and, after 2015, the EDPS data 

submissions) were claims for payment from CMS because the reported diagnosis codes factored 

directly into CMS’s risk adjustment calculations. 

43. More specifically, the data that MAOs submit through the RAPS system have 

several components.  For example, the component known as AAA identifies the submitter, while 

the component known as BBB identifies the MAO.  As relevant here, the CCC component 

contains the Medicare identification number for a particular beneficiary as well as up to ten 

diagnostic clusters for that beneficiary.  Each cluster, in turn, contains the date on which the 

medical treatment occurred, the type of provider, a diagnosis code from the medical encounter, 

and a “Delete Indicator.”8  Because each diagnostic cluster includes a distinct diagnosis that can 

increase a beneficiary’s risk score, each cluster is, for purposes of the FCA, a separate claim for  

payment.9   

                                                           
8  As discussed more fully below, this indicator allows MAOs to correct or withdraw a false 

cluster by advising CMS to delete the inaccurate diagnosis code in that cluster. 
9   In the EDPS system, MAOs similarly submit data with a number of components, known 

as “loops.”  ICD diagnosis codes are among the data that MAOs are required to submit to CMS 
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44. During the relevant period, CMS calculated the risk adjustment payments to be 

made to MAOs in three phases.  First, CMS made an initial calculation based on the diagnosis 

data reported by MAOs for the 12-month period ending in the June before a given payment year 

(e.g., diagnosis data from July 2011 through June 2012 for payment year 2013).  See 42 C.F.R. 

§ 422.310(g) (requiring MAOs to submit such diagnosis data by September).  This initial 

calculation determined the interim monthly payments that CMS made to MAOs in the first six 

months of the payment year.  Next, CMS recalculated the risk scores for beneficiaries enrolled in 

an MAO’s plans based on diagnosis data for medical encounters during the year immediately 

preceding the payment year (e.g., diagnosis data from January and December 2012 for payment 

2013).  Based on that recalculation, CMS would make retroactive adjustments to payments made 

in the first half of the payment year and also update the interim payments for the second half of 

the payment year.  Finally, after the payment year ended, CMS provided a further opportunity for 

MAOs like Anthem to submit or correct the diagnosis data.  Based on the additional submissions 

or corrections, CMS recalculated the risk scores again “to determine if adjustments to payments 

are necessary.”  42 C.F.R. § 422.310(g)(2).  If such adjustments were necessary, CMS would 

make the adjustments as part of the annul reconciliation process to ensure that the final payments 

to the MAOs were accurate.  This might involve CMS making an additional payment to an MAO 

if the MAO submitted additional diagnosis data by the final submission deadline or involve CMS 

seeking a recoupment from the MAO if the MAO deleted inaccurate diagnosis codes.   

D. CMS Required MAOs to Follow the “Medical Record Documentation” Standard for 
Part C Risk Adjustment Diagnosis Data Submissions 

45. Because the accuracy and integrity of CMS’s calculation of Part C risk adjustment  

                                                           
using EDPS.  Further, like the RAPS system, the EDPS system has mechanisms designed for 
MAOs to notify CMS to delete certain diagnosis codes so that CMS would not use those codes 
for purposes of calculating risk-adjustment payments.   
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payments depend on the accuracy of the diagnosis codes MAOs submit to CMS, CMS 

promulgated regulations regarding the coding and medical record documentation standards for 

risk adjustment diagnosis data.  More specifically, as noted above, CMS required MAOs to 

“submit [diagnosis] data that conform to” the ICD coding guidelines.  See 42 C.F.R. 

§ 422.310(d)(1) (requiring MAOs to submit data in conformity with “all relevant national 

standards,” which, pursuant to 42 C.F.R. § 162.1002(c), included the ICD coding guidelines); 

accord Medicare Managed Care Manual (“MMC Manual”), Chap. 7, Ex. 30 (Aug. 2004) 

(instructing MAOs to follow the ICD coding guidelines in submitting diagnosis codes).10 

46. As relevant here, the ICD coding guidelines consistently provided that “accurate 

coding cannot be achieved” in the absence of “complete documentation in the medical record.”  

See, e.g., ICD-10-CM Official Guidelines for Coding and Reporting FY 2014 (the “2014 ICD-10 

Coding Guidelines”) at 1.  This coding standard is widely understood by MAOs like Anthem, 

and they commonly refer to it as the risk adjustment “medical record documentation” 

requirement.  Under this standard, a diagnosis code can be considered accurate and valid for risk 

adjustment purposes if it is documented in and supported by medical records for a particular 

encounter between a patient and a healthcare provider.  See 2014 ICD-10 Coding Guidelines at 

112 (“For accurate reporting of ICD-10[] diagnosis codes, the documentation should describe the 

patient’s condition, using terminology which includes specific diagnoses, as well as symptoms, 

problems, or reasons for the encounter”).   

47. In addition, the ICD coding guidelines also specified that a diagnosis code should 

not be applied if a condition is documented in the medical records as only “probable,” 

“suspected,” “questionable,” one that the provider is trying to “rule out,” or characterized by  

                                                           
10  As noted below in paragraph 64, the annual contracts that Anthem signed with CMS each 

expressly required compliance with the MMC Manual.  See, e.g., Ex. 2, Art. II.A (requiring 
Anthem to comply with CMS policies, including, specifically, the MMC Manual). 
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“other similar terms indicating uncertainty.”  See id. at 113. 

48. CMS has repeatedly provided training and instructions to MAOs on how to 

implement the medical record documentation requirement under the ICD coding guidelines.  For 

example, CMS issued public guidance to emphasize to MAOs that they were responsible for 

submitting “risk adjustment data that are substantiated by the physician or provider’s full 

medical record,” see MMC Manual Chap. 7, § 111.8 (Aug. 2004), and to ensure that “[a]ll 

diagnosis codes submitted [are] documented in the medical record,” see MMC Manual Chap. 7, 

§ 40 (June 2013).  Likewise, provisions in the MMC Manual advised MAOs that they should not 

submit diagnosis codes for risk adjustment purposes if the condition at issue was only probable 

or suspected, or questionable.  See MMC Manual Chap. 7, Ex. 30 (Aug. 2004). 

49. In addition, CMS offered trainings to MAOs on how to implement this regulatory 

requirement starting as early as 2003.  See 2003 Regional Risk Adjustment Training for MAOs 

Participant Guide § 4.1 (MAOs “must submit risk adjustment data that are substantiated by the 

patient’s medical record).  To emphasize the importance of this requirement, and to ensure that 

MAOs understood it, CMS continued to provide training on this regulatory requirement in 2004, 

2005, 2006, 2007, 2008, 2012, 2013, and 2014.  See 2004 Regional Risk Adjustment Training 

for MAOs Participant Guide, §§ 5.1, 5.5, 6.1.3; 2005 Risk Adjustment Data Basic Training 

Participant Guide §§ 4.1, 5, 5.1, 5.5, 8.7.3, 9.1, 9.2; 2006 Risk Adjustment Data Basic Training 

for MAOs Participant Guide §§ 5.1, 5.4, 5.5, 7.7.3, 8.1, 8.2; 2007 Risk Adjustment Data 

Training for MAOs Participant Guide §§ 6.1, 6.4, 7.1, 7.2, 8.7.3; 2008 Risk Adjustment 

Technical Assistance Participant Guide §§ 5.6, 6, 6.1, 6.4, 6.5, 7.1, 7.2; 2012 Regional Technical 

Assistance Participant Guide § 2.2; Risk Adjustment 101 Participant Guide §§ 3.2.4; 4.3 (2013);  
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Risk Adjustment Webinar at p. 48 (July 1, 2014).11   

50. Further, as MAOs do not directly provide medical care to Part C beneficiaries 

directly, CMS trained them to “take steps to ensure that they have, or have access to, the proper 

medical documentation to support diagnoses being submitted for risk adjustment.”  See 2005 

Risk Adjustment Data Basic Training for MAOs § 8.7.3.  More specifically, CMS explained that 

MAOs “are responsible for the accuracy of the data they submit to CMS” and “[w]here 

necessary, should obtain the proper documentation to support diagnoses and maintain an 

efficient system for tracking diagnoses back to medical records.”  Id.  CMS reiterated those 

instructions to MAOs regarding their responsibility for ensuring proper medical record 

documentation during trainings conducted in 2005, 2006, 2007, 2008, and 2012.   

E. CMS Required MAOs to Delete Diagnosis Codes That Were Not Supported by Medical 
Record Documentation 

51. CMS recognized that MAOs may subsequently obtain information showing that 

diagnosis codes that the MAOs previously submitted were not valid for risk adjustment purposes, 

such as because such codes are not supported by medical record documentation.  The duties 

imposed by the risk adjustment regulations, including the duty to exercise due diligence and 

good faith in ensuring data accuracy, 42 C.F.R. § 422.504(l), and the duty to detect and correct 

non-compliance with CMS’s program requirements, id. § 422.503(b)(4)(vi), required MAOs to 

delete unsupported diagnosis codes. 

52. CMS also recognized that, unless such codes were deleted or withdrawn, the 

inclusion of the inaccurate diagnosis codes would cause CMS to calculate – and make – higher 

risk adjustment payments to MAOs that it would not have made but for the submission of the 

inaccurate data.  This, in turn, would result in the MAOs violating their regulatory and 

                                                           
11    These trainings are available at: https://www.csscoperations.com/internet/cssc4.nsf/ 

docsCatHome/CSSC%20Operations (last visited March 11, 2020). 
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contractual obligations, as well as attestations, to ensure the accuracy of their risk adjustment 

data submissions.  See infra ¶¶ 58-90.  Accordingly, CMS implemented a function in each of the 

risk adjustment data reporting systems – RAPS and EDPS – for MAOs to use to delete 

inaccurate diagnosis codes.   

53. In addition to implementing the delete functions in RAPS and EDPS to enable 

MAOs to fulfill their regulatory obligation and attestations, CMS also provided instructions and 

training to MAOs on their responsibility to use this function to delete inaccurate diagnosis codes 

that they had submitted for risk adjustment purposes.  For example, CMS instructed MAOs that 

if “upon conducting an internal review of submitted diagnosis codes,” they “determine[] that any 

ICD[] diagnosis codes that have been submitted do not meet risk adjustment submission 

requirements,” they are “responsible for deleting the submitted ICD[] diagnosis codes as soon as 

possible.”  MMC Manual, Chap. 7 § 40 (June 2013).   

54. CMS also repeatedly emphasized the obligation to delete inaccurate diagnosis 

codes that had been submitted during trainings for MAOs.  For example, in 2003, CMS provided 

training to MAOs that if they “identif[y] incorrect or invalid information that has been submitted, 

[they] must delete that information.”  Likewise, in 2005, CMS trained MAOs on their 

“responsibilities for deletions.” Specifically, CMS explained that the “reasons to delete” includes 

where any of the “data fields” in a diagnosis code cluster submitted to RAPS “are incorrect.”  

See 2005 Risk Adjustment Data Basic Training for MAOs Participant Guide §§ 4.12 to 4.16.  

CMS also told the MAOs that they “must delete a diagnosis [data] cluster [in RAPS] when any 

data in that cluster are in error.”  Id.  To ensure that MAOs understood their responsibilities for 

making deletions, CMS provided similar trainings for MAOs in 2006, 2007, 2008, and again in 

2014.  See 2006 Risk Adjustment Data Basic Training for MAOs Participant Guide §§ 4.12 to 

4.16; 2007 Risk Adjustment Data Training Participant Guide §§ 4.12 to 4.16; 2008 Risk 
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Adjustment Technical Assistance Participant Guide §§ 4.12 to 4.16; CMS June 2014 Risk 

Adjustment Webinar.12   

55. More specifically, and as CMS explained to MAOs like Anthem, it is important 

for the MAOs to timely report deletions of inaccurate diagnosis codes because deletions can 

directly affect the accuracy of CMS’s final reconciliation calculation for each payment year.  As 

noted above, see supra ¶ 44, as part of its reconciliation process, CMS may make an additional 

payment to an MAO based on additional diagnosis codes reported before the final submission 

deadline or seek a recoupment if the MAO deleted inaccurate diagnosis codes.   

56. Finally, to ensure that MAOs can fulfill their obligation to delete inaccurate 

diagnosis code submissions, CMS also promulgated regulations and configured its risk 

adjustment data reporting systems to allow MAOs to submit deletions both before and after the 

final deadline for RAPS and EDPS data submissions.  See 42 C.F.R. § 422.310(g)(2)(ii).  In 

other words, while MAOs ordinarily were required to make final risk adjustment diagnosis data 

submissions by a specific deadline prior to receiving their final reconciliation payments for a 

given payment year, CMS required MAOs to delete inaccurate diagnosis codes that had been 

previously submitted even after that deadline.  This, in turn, enabled CMS to recover risk 

adjustment payments associated with the deleted diagnoses as part of CMS’s risk score rerun 

processes.  In the Medicare Part C context, diagnosis deletions reported before the deadline are 

known among the MAOs as “open-period deletes,” while diagnosis deletions reported after the 

deadline are known as “closed-period deletes.” 

  

                                                           
12  These trainings are available at: https://www.csscoperations.com/internet/cssc4.nsf/ 

docsCatHome/CSSC%20Operations (last visited March 11, 2020). 
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TO ACCURATELY CALCULATE PART C RISK ADJUSTMENT PAYMENTS, CMS IMPOSED 
REGULATORY AND CONTRACTUAL OBLIGATIONS ON PART C MAOS – INCLUDING ANTHEM – TO 

ENSURE THE ACCURACY OF THEIR DIAGNOSIS CODES AND TO DELETE INACCURATE CODES 

57. CMS promulgated regulations and annual agreements to define the obligations of 

MAOs under Medicare Part C.  As set forth below, among the most important regulatory and 

contractual obligations of the MAOs are those pertaining to their responsibilities for ensuring the 

accuracy of the risk adjustment diagnosis data that they submit to CMS and for deleting 

inaccurate data that they previously submitted.   

A. CMS Regulations Required MAOs Like Anthem to Implement Compliance Procedures 
to Ensure the Accuracy of Their Risk Adjustment Diagnosis Data Submissions 

58. Throughout the relevant period, CMS required MAOs to implement effective 

compliance programs and defined this requirement as a prerequisite to MAOs obtaining and 

retaining payments under Part C.  See 42 U.S.C. § 422.503(a).  As CMS explained as early as 

June 2000, one purpose of requiring MAOs to implement compliance programs is to ensure that 

the information they submit to CMS is accurate and truthful.  See 65 Fed. Reg. 40170-01 at 

40264 (June 29, 2000). 

59. At the outset, CMS’s Part C regulations require MAOs – including Anthem – to 

“[a]dopt and implement an effective compliance program, which must include measures that 

prevent, detect, and correct non-compliance with [] program requirements as well as measures 

that prevent, detect, and correct fraud, waste, and abuse.”  42 C.F.R. § 422.503(b)(4)(vi). 

60. CMS’s Part C regulations specify that the compliance program that MAOs like  

Anthem are required to implement “must, at a minimum, include [certain] core requirements,” 

which include, as relevant here: 

 To establish and implement “an effective system for routine monitoring and 

identification of compliance risks,” which “should include internal monitoring 

and audits and, as appropriate, external audits,” to evaluate the MAO’s 
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“compliance with CMS requirements and the overall effectiveness of the 

compliance program.” 

 To establish and implement “procedures and a system for promptly responding to 

compliance issues as they are raised, investigating potential compliance problems 

as identified in the course of self-evaluations and audits, correcting such problems 

promptly and thoroughly to reduce the potential for recurrence, and ensuring 

ongoing compliance with CMS requirements.” 

Id. § 422.503(b)(4)(vi)(E)-(F). 

61. In the event that an MAO like Anthem uncovers “evidence of misconduct related 

to payment,” CMS’s Part C regulations require the MAO to “conduct a timely, reasonable 

inquiry into that conduct” and to undertake “appropriate corrective action,” including 

“repayment of overpayments” in response.  Id. § 422.503(b)(4)(vi)(G).  CMS’s Part C 

regulations also required Anthem and other MAOs to “have procedures to voluntarily self-report 

potential fraud or misconduct related to [the Part C] program to CMS or its designee.”  Id.  

B. Anthem and Other MAOs Assumed the Obligation to Ensure the Accuracy of Their 
Risk Adjustment Data Submissions and to Delete Inaccurate Data by Executing Part C 
Annual Agreements with CMS 

62. In addition to being subject to regulatory requirements, MAOs like Anthem also 

agreed in their Part C annual agreements to be responsible to CMS for ensuring the accuracy of  

their risk adjustment diagnosis data submissions. 

63. As relevant here, each time Anthem executed a Part C annual agreement, it 

affirmatively accepted the obligation to ensure that “the risk adjustment data it submits to CMS 

[for Part C purposes] are accurate, complete, and truthful.”  See Ex. 2, Art. IV.D.2; see also Ex. 

3, Art. IV.D.2 (same).  Relatedly, and in accordance with CMS regulations, see 42 C.F.R. 

§ 422.510, the Part C annual agreement also specified that CMS could terminate Anthem’s 

participation in Medicare Part C if CMS determined that Anthem had submitted false data or  
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“fail[ed] to provide CMS with valid risk adjustment data.”  See Ex. 2, Art. VIII.B.1(a). 

64. By executing Part C annual agreements, Anthem and other MAOs also agreed to 

comply with CMS’s requirements relating to the submission of diagnosis codes.13  Specifically, 

Anthem agreed to operate its MA plans “in compliance with the requirements of [] applicable 

Federal statutes, regulations, and policies” and to “implement a compliance plan in accordance 

with [42 C.F.R.] § 422.503(b)(4)(vi).”  See, e.g., Ex. 2, Art. II.A and Art.III.F.  The Part C 

annual agreements further define the applicable federal policies as including, among other things, 

the “Medicare Managed Care Manual.”  Id. Art. II.A 

65. In other words, by executing its Part C annual agreements, Anthem affirmatively 

assumed the obligation not only to follow CMS regulations requiring compliance with the ICD 

coding guidelines, including the medical record documentation standard, but also to comply with 

the requirement that MAOs affirmatively assess the accuracy of their diagnosis data submissions 

against the ICD coding guidelines and the medical record documentation standard. 

66. During the relevant period, Anthem was well aware of its contractual obligation 

to submit diagnosis data in accordance with CMS’s requirements.  For example, in August 2010, 

Anthem distributed an “outreach and education” bulletin to physicians and other healthcare 

providers entitled “Risk Adjustment 101.”14  In that bulletin, Anthem explained that “CMS uses 

documentation from [beneficiary’s] medical record to validate that the appropriate ICD-9 code 

has been assigned” and that “[i]f the medical record does not support the reported ICD-9 code, 

CMS may adjust [] payments” to the Part C plans.  See Ex. 4.  Anthem further explained that 

                                                           
13  In this regard, the Part C annual agreement further specified that“[a]s a condition of 

receiving a monthly payment under” the agreement, MAOs like Anthem would “request 
payment … on the forms attached” to the contract, including “Attachment B,” which required the 
MAO to certify the “accuracy, completeness, and truthfulness” of the risk adjustment data 
submitted to CMS.  See Ex. 2, Article IV.C. 

14  A copy of this bulletin is attached here as Exhibit 4. 
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providers could “help [it] meet [its] reporting requirements and obligations to CMS” by 

“supplying Anthem with the most accurate and complete diagnosis coding[.]”  Id. 

67. Anthem also understood that relevant sections of the MMC Manual and CMS’s 

trainings reflected the controlling requirement for risk adjustment diagnosis coding.  When it 

issued an internal coding manual in 2015, for example, Anthem instructed its staff that “when 

coding medical records on behalf of Anthem (formerly WellPoint) for Medicare Advantage Risk 

Adjustment purposes,” they should “refer to” the “Official ICD … Coding Guidelines,” “CMS 

2008 Risk Adjustment Participant Guide,” CMS’s 2013 “Risk Adjustment 101 Participant 

Guide,” “Chapter 7 [of] the Medicare Managed Care Manual,” and one other training as the 

sources of “official coding rules and regulations.”  See Medicare Advantage Risk Adjustment 

Programs (the “2015 Anthem Coding Manual”) at 4 (relevant excerpts from this internal Anthem 

manual are attached here as Exhibit 5). 

68. More specifically, Anthem knew that the ICD coding guidelines required 

particular types of evidence in the medical records to support specific medical conditions like 

diabetes with complications or active forms of cancer.  For example, because providers “may 

document cancer in historical terms,” proper coding requires a determination of “whether the 

malignancy should be coded [as] history, using a V-code, or [as] current.”  See 2015 Anthem 

Coding Manual (Ex. 5) at 18.  To “code current malignancy,” therefore, required medical record 

documentation that “show clear presence of current disease.”  Id. 

69. Similarly, the 2015 Anthem Coding Manual also specified that “in order to select 

a code from HCC categories 15-18,” which represent diabetes with various types of 

complications, there “must be a documented cause-and-effect relationship between diabetes and 

the associated manifestation.”  Id. at 21.  Accordingly, if the medical record “documentation 
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does not properly link the two conditions,” a coder must “default to diabetes without 

complication code 250.0x (HCC 19).”  Id. 

70. In addition, by executing the Part C annual agreements, Anthem agreed to abide 

by CMS’s requirement for MAOs to delete inaccurate diagnosis codes that they previously 

submitted.  See Ex. 3, Art. II.A.  As discussed above, see supra ¶¶ 51-56, CMS issued public 

guidance to Anthem and other MAOs that, as part of their regulatory obligation to ensure the 

accuracy of risk adjustment data, they were “responsible for deleting the submitted ICD[] codes 

as soon as possible” whenever they “determine[] that any IC[] diagnosis codes that have been 

submitted do not meet risk adjustment submission requirements.”  See MMC Manual, Chap. 7 

§ 40 (June 2013). 

71. Anthem, in turn, understood both how to use the delete function in the RAPS and 

EDPS reporting systems and when it was appropriate for Anthem to delete diagnosis codes.   

72. In the first regard, Anthem implemented procedures that allowed it to implement 

deletions of previously-submitted RAPS and EDPS diagnosis data submissions and to track the 

status of such deletion efforts.  For example, as described in a report from Anthem’s Internal 

Audit department, the “management” of the Medicare R&R group at Anthem “created delete 

files for submission [to CMS]” when they decided to make certain deletes in response to an audit 

by CMS in 2013.    

73. In the second regard, and as Anthem’s chief compliance officer acknowledged, 

Anthem understood that it would “be appropriate to submit deletes” of diagnosis codes 

previously submitted to CMS “if Anthem became aware that one of the codes … was not 

supported by the medical record.” 

74. More specifically, based on trainings from CMS as well as its own experience as 

a major health insurance company, Anthem was well aware of several circumstances that could 
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lead to the presence, in the claims that Anthem received from providers, of inaccurate diagnosis 

codes that were unsubstantiated by medical record documentation.   

75. For example, Anthem knew that many of the diagnosis codes in the claims data it 

received from providers were likely to be inaccurate due to the high frequency of provider 

coding errors.  In a November 2012 e-mail, for example, a compliance manager in Anthem’s 

Medicare R&R group explained to a senior Anthem executive that “we also know that physicians 

do not always code accurately” and that “the assignment of improper dx [diagnosis] codes” was 

one of the “[c]ommon errors.” 

76. Further, Anthem’s own coding policies and procedures identified a number of 

specific medical conditions as ones that were generally known to be subject to frequent 

inaccurate coding.  In an internal policy from 2014, for example, Anthem referred to several 

conditions and HCCs – including, for example, “Cancer (HCC 7/8, 8/9, 9/10, 10/11, 11/12)” and 

“DM [diabetes mellitus] with Complication” – as “Red Flag HCCs.”  According to Anthem, this 

classification was applied because those “are conditions targeted by CMS or that have a high 

probability of coding error.” 

77. In addition, Anthem also had so-called “capitated reimbursement” relationships 

with certain healthcare providers during the relevant period.  Under these arrangements, which 

also are known as “revenue-sharing” or “profit-sharing” relationships, Anthem shared a 

percentage of its Medicare Part C risk adjustment payments with the contracted providers.  To 

illustrate, if Anthem had a capitated relationship with a physicians’ group with a 50-50 revenue 

split, and Anthem received $100,000 in risk adjustment payments from CMS based on the 

diagnosis codes submitted by the physicians’ group, Anthem would then pay $50,000 to that 

physicians’ group pursuant to their arrangement. 
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78. Anthem understood that its “capitated” or “profit-sharing” relationships with 

providers created a strong financial incentive for those providers to over-report diagnosis codes 

both in terms of the number and the severity of reported medical conditions for Part C 

beneficiaries.  Thus, Anthem’s internal risk assessments during the relevant period – such as the 

“2015 Risk Chart” for its Medicare R&R group – identified the “capitated” provider 

relationships as a “key” reason for classifying the risk of Anthem’s “submitting diagnosis data 

for risk adjustment that is not accurate and/or supported in the medical record” as “High.”   

C. Pursuant to Their EDI Agreements with CMS,  MAOs Like Anthem Agreed to Comply 
with the Obligation to “Research and Correct” Risk Adjustment Data Discrepancies 

79. As a condition for using the RAPS and EDPS systems to submit risk adjustment 

diagnosis data to CMS for risk adjustment payments, MAOs must execute Electronic Data 

Interchange (“EDI”) agreements with CMS.   

80. In these agreements, Anthem and other MAOs expressly agree to assume a 

number of specific obligations relating to their risk adjustment data submissions, including the 

obligation to “research and correct risk adjustment data discrepancies.”  See EDI Enrollment 

Form stamped May 23, 2004 (“A. The Eligible Organization Agrees: … 11. That it will research 

and correct risk adjustment data discrepancies.”) (attached as Exhibit 6). 

81. During the relevant period, executives at Anthem executed multiple EDI 

agreements in which Anthem expressly agreed to “research and correct risk adjustment data 

discrepancies.”  See EDI agreement dated October 11, 2013; EDI agreement dated December 2, 

2015 (attached as Exhibits 7 and 8).  

82. Further, according to its chief compliance officer, Anthem understood that the 

types of “data discrepancies” that it was responsible for researching and correcting pursuant to its 

EDI agreements included situations where medical record review indicated Anthem had 

submitted a diagnosis code that inaccurately depicted a beneficiary’s medical condition, such as  
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a mis-transcription resulting in switched digits in an ICD code (e.g., 250 vs. 205).   

D. MAOs Like Anthem Submitted Annual Attestations to CMS to Certify That Their Risk 
Adjustment Diagnosis Data Submissions Were “Accurate” to Their “Best Knowledge, 
Information, and Belief” 

83. Medicare Part C regulations require MAOs like Anthem to submit annual 

attestations to CMS for each of their Part C plans that, among other things, certify the accuracy 

of the risk adjustment diagnosis data they submitted for the relevant payment year.  See 42 

C.F.R. § 422.504(l).  The Part C regulations further specify that the MAO’s submission of their 

annual attestations is “a condition for receiving the monthly [capitated] payment” from CMS.  Id. 

84. In addition to being a regulatory requirement, the MAOs’ obligation to submit 

annual attestations regarding the accuracy and truthfulness of their risk adjustment diagnosis data 

is also specified in the Part C annual agreements that they execute with CMS.  See, e.g., Ex. 3, 

Art. IV.D.2 

85. Here, Anthem understood that its receipt of risk adjustment payments from CMS 

was conditioned on its submission of the annual attestations to CMS in compliance with the Part  

C regulations and the annual agreement provisions.   

86. In 2015, for example, the director of regulatory compliance for Anthem’s 

Medicare R&R group approved a policy to “document the process related to the submission of 

the annual Risk Adjustment Attestation as required by [CMS].”  The policy explained that “CMS 

requires that each MAO attest to the validity and accuracy of [its] Risk Adjustment Data for the 

previous Payment Year.”  This Anthem policy also recognized that submission of the attestation 

is a prerequisite “[i]n order for [Anthem’s] Risk Adjustment data to be included in CMS’s run of 

the Risk Adjustment Model,” which determines the final payment to Anthem. 

87. During the relevant period, senior Anthem executives – including the then-

President of Anthem’s Medicare business – signed and submitted annual attestations to CMS 
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each year for the Part C plans operated by Anthem.  Anthem submitted those annual attestations 

after the final submission deadline for reporting diagnosis data for each payment year. 

88. In each of these annual attestations, the executives certified that Anthem 

understood that the risk adjustment information it submitted to CMS “directly affects the 

calculation of CMS payments to [Anthem]” and that “misrepresentation to CMS about the 

accuracy of such information may result in Federal civil action and/or criminal prosecution.”  

See Attestation of Risk Adjustment Data dated June 26, 2015 (attached hereto as Exhibit 9).  

Having “acknowledge[d]” that understanding, the Anthem executives further certified that “all 

information submitted to CMS” by Anthem for risk adjustment payment purposes “is accurate, 

complete, and truthful” according to Anthem’s “best knowledge, information, and belief.”  Id. 

89. As CMS repeatedly notified MAOs since June 2000, the purpose of the annual 

attestation requirement is to place the responsibility on MAOs like Anthem to make “good faith 

efforts to certify the accuracy” of the risk adjustment data they submitted.  See 65 Fed. Reg. 

40,170, 50,268 (June 29, 2000); see also MMC Manual Chap. 7, § 111.7 (2004) (“CMS expects 

[MAOs] to design and implement effective systems to monitor the accuracy, completeness, and 

truthfulness of risk adjustment data and to exercise due diligence in reviewing the information 

provided to CMS”). 

90. Anthem, in turn, understood its obligation to make “good faith efforts” and 

“exercise due diligence” to ensure the accuracy of its risk adjustment diagnosis data submissions 

to CMS.  In July 2010, for example, Anthem distributed a “provider announcement” to hospitals 

and physicians acknowledging that “CMS requires that we [Anthem] perform oversight activities 

related to the collection and reporting of [beneficiary] diagnosis data which must be supported by 

medical record documentation.” 
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THE GOVERNMENT’S EXTENSIVE EFFORTS TO ENSURE THE INTEGRITY AND ACCURACY OF  
MEDICARE PART C RISK ADJUSTMENT PAYMENTS 

A. CMS Sample Audits of Risk Adjustment Data Submissions 

91. Since the early 2000s, CMS has conducted audits of diagnosis codes submitted by 

MAOs, known as Risk Adjustment Data Validation (“RADV”) audits.   

92. In 2001, CMS alerted MAOs that they were “required to submit medical records 

for validating encounter data” and that “[m]edical record reviews of a sample of hospital 

encounters may be audited to ensure the accuracy of diagnostic information.”  See MMC 

Manual, Chapter 7, § 110.3 (October 2001).  In 2004, CMS updated its public guidance to 

MAOs by explaining that “[a] sample of risk adjustment data used for making payments may be 

validated against hospital inpatient, hospital outpatient, and physician medical records to ensure 

the accuracy of medical information.  Risk adjustment data will be validated to the extent that the 

diagnostic information justifies appropriate payment under the risk adjustment model.”  See 

MMC Manual, Chapter 7, § 111.8 (August 13, 2004).   

93. To facilitate its audit of risk adjustment diagnosis data, CMS promulgated a 

regulation to require MAOs as well as healthcare providers who render care to Part C 

beneficiaries to supply the underlying medical records to CMS for use in RADV audits of risk 

adjustment diagnosis code submissions.  See 42 C.F.R. § 422.310(e). 

94. For each audit, CMS selected a sample of enrollees in an MAO’s Part C plans and 

reviewed the medical records for those enrollees to determine if the diagnosis codes submitted by 

the MAOs were supported by those records.   

95. For the payment year 2007 audits, CMS calculated the amounts by which the Part 

C MA plans were overpaid as result of the inaccuracies and sought refunds from the plans.  See, 

e.g., Medicare Advantage RADV Audits Fact Sheet at 1 (“CMS recouped $13.7 million in 
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overpayments associated with sampled beneficiaries” as result of its RADV audits of Part C MA 

plans for payment year 2007).15   

96. As relevant here, CMS has conducted RADV audits of Part C MA plans operated 

by Anthem.  For payment year 2007, RADV audits of four such MA plans resulted in Anthem 

refunding CMS more than $800,000 in overpayments.  See id. at 2 (refunds associated with plans 

H0540, H0564, H1849, and H3655).16   

97. In addition to allowing CMS to recoup overpayments, the RADV audits also 

highlighted for Anthem and other MAOs that a material percentage of the diagnosis codes they 

submitted to CMS were inaccurate.  For example, as an internal Anthem report shows, CMS’s 

payment year 2012 RADV audits showed Anthem that its risk adjustment diagnosis code 

submissions to CMS had an error rate of 9.6%, which was higher than the national error rate. 

B. The Government Has Actively Enforced the Requirement for Accurate Risk 
Adjustment Diagnosis Data Submissions 

98. Further, because the accuracy of risk adjustment diagnosis data submissions  

directly impacts the integrity of the risk adjustment payment system, the Government has sought 

to enforce the requirement for data accuracy by actively pursuing legal remedies against both 

MAOs that have knowingly submitted inaccurate and untruthful diagnosis data to CMS and 

healthcare providers that knowingly caused MAOs to submit inaccurate and untruthful diagnosis 

data to CMS. 

99. In August 2012, for example, the Government obtained $3.82 million in 

settlement from SCAN Health Plan, a Long Beach, California-based managed care company, 

                                                           
15  This fact sheet is available at: https://www.cms.gov/Research-Statistics-Data-and-

Systems/Monitoring-Programs/recovery-audit-program-parts-c-and-d/Other-Content-
Types/RADV-Docs/RADV-Fact-Sheet-2013.pdf (last visited March 11, 2020). 

16  As noted above, CMS selected a sample of diagnosis codes for each RADV audit.  
RADV audits did not, and are not intended to, review all or significant percentage of the 
diagnosis codes submitted by MAOs to CMS. 
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based on allegations that SCAN had used outside vendors to review medical charts of SCAN’s 

Part C beneficiaries to identify new diagnosis codes for SCAN to submit to CMS, but had failed 

to disclose to CMS that chart review results also indicated that some of the previously-submitted 

diagnosis codes might need to be deleted, which enabled SCAN to improperly obtain higher risk 

adjustment payments from CMS. 

100. Further, in May 2017, the Government obtained a $32.5 million settlement from 

Freedom Health, Inc., a Tampa-based MAO, in connection with a qui tam action involving 

allegations that Freedom Health had submitted unsupported diagnosis codes to CMS on behalf of 

two Part C plans and thereby obtained inflated risk adjustment payments.  In addition to paying 

the Government to settle these allegations, Freedom Health also agreed to be subject to a 

Corporate Integrity Agreement that included procedures for “determin[ing] whether Freedom 

properly submitted risk adjustment eligible diagnoses to CMS in accordance with CMS’s rules 

and criteria under the Medicare Advantage Program.”  See Corporate Integrity Agreement, App. 

C at 1 (available at https://oig.hhs.gov/compliance/corporate-integrity-agreements/cia-

documents.asp).   

101. In addition, in October 2018, the Government obtained a $270 million settlement 

from DaVita Medical Holdings LLC, a healthcare provider.  This settlement was based in part on 

allegations that DaVita had given improper coding guidance to its employees so that they would 

record inaccurate diagnosis codes to MAOs in order to boost its payments under revenue-sharing 

or capitated arrangements with MAOs and that DaVita had hired coding companies to perform 

retrospective chart reviews to identify new diagnosis codes to report to MAOs for submission to 

CMS, but did not take corrective action with respect to previously submitted codes that could not 

be substantiated by chart review.  More specifically, DaVita’s alleged misconduct caused CMS 
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to overpay the MAOs based on inaccurate diagnosis codes from DaVita and, in turn, enabled 

DaVita to receive higher cost-sharing payments from the MAOs.   

102. Likewise, in August 2019, the Government obtained a settlement against Beaver 

Medical Group, L.P., a California-based physician group, based on allegations that, to increase 

its payments from MAOs pursuant to revenue-sharing arrangements, Beaver had knowingly 

submitted diagnoses that were not supported by the medical records, and thereby caused CMS to 

calculate risk adjustment payments based on inaccurate diagnosis data. 

ANTHEM USED ITS CHART REVIEW PROGRAM SOLELY TO OBTAIN HIGHER PAYMENTS FROM 
CMS AFTER HAVING MISREPRESENTED THAT PROGRAM  AS AN “OVERSIGHT ACTIVITY” THAT 

WOULD IMPROVE THE ACCURACY OF ANTHEM’S RISK ADJUSTMENT DATA SUBMISSIONS  

A. Anthem’s Procedures for Submitting to CMS the Diagnosis Codes That It Collected 
from Providers’ Claims 

103. Anthem relied on the diagnosis codes contained in the insurance claims submitted 

by healthcare providers who treated Anthem’s Part C beneficiaries as the primary source of the 

diagnosis data it submitted to CMS for risk adjustment purposes.   

104. During the relevant period, the Medicare R&R group at Anthem referred to the 

provider-reported diagnosis codes as the “internal source data.”  Within Anthem, the data team in 

the Medicare R&R group was responsible for collecting these diagnosis codes after they had 

been uploaded electronically to a shared site by the three geographic business divisions at 

Anthem — East, Central and West.   

105. Once the data team in Anthem’s Medicare R&R group received the diagnosis 

code uploads from the business divisions, it would run computer algorithms to compare the 

newly-uploaded data against diagnosis data that Anthem previously submitted to CMS, to look 

for duplicative entries.  If the computer algorithms found exact duplicates, the data team would 

remove those entries.  The data team also was responsible for configuring the diagnosis data 

submissions in formats that would be accepted by the RAPS and, starting in 2012, the EDPS  
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systems.   

106. After those steps, the data team in Anthem’s Medicare R&R group submitted 

electronic data files, which contained the provider-reported diagnosis codes, to CMS using the  

RAPS and, starting in 2012, the EDPS systems. 

107. During the relevant period, and as discussed above, Anthem not only understood 

that providers “do not always code accurately” as a general matter, but also had specific notice 

that its own diagnosis code submissions contained a significant percentage of inaccuracies.  See 

supra ¶¶ 74–78.  Yet, Anthem did not implement any regular procedure or process during the 

relevant period to audit, review, or monitor whether the diagnosis codes it was submitting to 

CMS were in fact supported by the underlying medical records.  More specifically, Anthem did 

not check the accuracy of its diagnosis code submissions before sending them to CMS, and 

Anthem did not have any regular procedure for checking those codes after they were submitted. 

B. To Encourage Providers to Supply Records for Chart Review, Anthem Asserted That 
Its Chart Review Program Would Be an “Oversight Activity” Designed to Verify the 
Accuracy of Previously-Submitted Diagnosis Codes Based on Provider Claims 

108. From 2007 to 2010, Anthem had operated a limited chart review program.  In 

2010, Anthem decided to significantly expand its chart review program.  To that end, Anthem 

retained a vendor called Medi-Connect and tasked it with contacting healthcare providers to 

obtain the medical records to review as well as reviewing and coding these records. 

109. To induce healthcare providers to supply records for chart review, executives at 

Anthem’s Medicare R&R group created “FAQs” (frequently asked questions), “talking points,” 

and “provider announcement” flyers in late June 2010.  In these communications, Anthem 

informed providers that its chart review program was “an oversight activity” and that a key 

purpose of this program was to verify the accuracy of the “ICD9 codes [that] have been reported 

by the provider[s].” 
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110. For example, the FAQs told providers that Anthem’s chart review program would 

serve two functions within the Part C risk adjustment framework – one, to identify diagnosis 

codes that providers may have missed so that Anthem would “submit all ICD 9 codes for [its] 

Medicare Advantage members”; and, “in addition,” to “ensure that ICD9 codes have been 

reported by the provider correctly,” meaning that there was “medical record documentation 

support” and that “proper coding guidelines were followed.”  See FAQ’s Regarding  

Retrospective Medical Record Review and Medi-Connect Global at 1 (attached as Exhibit 10). 

111. To underscore Anthem’s representation that its chart review program would 

involve verifying the accuracy of provider-reported ICD9 codes, the FAQs also characterized the 

chart review program as “an oversight activity related to” whether “the collection and reporting 

of [Part C beneficiaries’] diagnosis data” were “supported by medical record documentation as 

required by CMS.”  Id. 

112. Anthem’s FAQs further asserted that providers were “required to comply with 

[Medi-Connect’s] request for medical records” pursuant to CMS’s policies.  See id. at 3.  

Specifically, Anthem reiterated that “the [chart] review process will help ensure that ICD9 codes 

have been reported accurately.” (emphasis added). 

113. The “provider announcement” flyers that Anthem distributed to providers about 

its chart review program likewise touted the program as an “oversight activity” designed to 

improve the accuracy of diagnosis data.  Specifically, the flyers represented that Anthem 

“engaged Medi-Connect [as a vendor] to perform retrospective review of [] medical records” to 

fulfill the “CMS require[ment] that [Anthem] perform oversight activities related to” whether 

diagnosis data reported to CMS were “supported by medical record documentation.”  See 

Provider Announcement dated July 1, 2010 (attached hereto as Exhibit 11).  The flyers further 
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advised providers that cooperating with Medi-Connect’s “record retrieval” requests would 

“help[] Anthem ensure risk adjustment payment integrity and accuracy.”  Id. 

C. In Practice, Anthem Treated Chart Review Solely as a “Revenue Enhancement 
Program” and Chose Not to Use Chart Review Results to Verify the Accuracy of 
Previously-Submitted Diagnosis Codes Based on Provider Claims 

114. Contrary to what it communicated to healthcare providers in the FAQs and flyers, 

Anthem did not use the results of its chart review program to verify that “ICD9 codes have been 

reported accurately,” see Ex. 10 at 3, or to “ensure risk adjustment payment integrity and 

accuracy,” see Ex. 11.  Instead, Anthem treated chart review only as a “revenue enhancement 

program.”  More specifically, Anthem used this program solely to find additional diagnosis 

codes to submit to CMS and thereby obtaining higher risk adjustment payments, and not – as it 

had told providers – to determine whether previously-submitted diagnosis codes had been 

reported accurately or inaccurately.   

115. For example, Anthem instructed Medi-Connect to focus its chart review and 

coding efforts on finding “all possible new revenue generating codes” for Anthem.   

116. Once Medi-Connect obtained medical records from providers to review, its 

instruction from Anthem was to have its certified coders conduct an initial round of “cold 

coding” – meaning that the coders would review the medical records and extract ICD codes 

without knowing what ICD codes Anthem had previously sent to CMS – of all the records. 

117. What Medi-Connect did next with the codes extracted during this initial round of 

coding depended entirely on whether a given code could be submitted to CMS to generate an 

additional risk adjustment payment for Anthem.  Specifically, for the “newly identified ICD 

codes which are new revenue-generating,” Anthem directed Medi-Connect to have its coders 

conduct a second round of review of the relevant medical records.   
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118. The purpose of this further review, as Anthem told Medi-Connect, was to check 

that “the initial coders did in[]fact identify all mapped HCCs.”  In other words, Anthem did not 

want to leave out any diagnosis code that could lead to a revenue-generating HCC for itself.   

119. In addition, while Anthem allowed Medi-Connect’s coders to use “issue flags” to 

identify documentation mistakes in the medical records they reviewed, whether those issue flags 

served any function again depended wholly on whether they could benefit Anthem financially 

for risk adjustment purposes.   

120. Specifically, when “new revenue generating” codes were at stake, Anthem told 

Medi-Connect to conduct a second round of review of the flagged records with the goal of 

finding “all possible new revenue generating codes” that met the medical record documentation 

standard set forth in the ICD coding guidelines.   

121. By contrast, if the “issue flags” did not implicate “new revenue generating codes,” 

Anthem did not ask Medi-Connect to take any step to determine whether the flagged records 

supported or would not support the diagnosis codes that Anthem had already reported to CMS 

for risk adjustment purposes.  As Anthem was well aware, deleting inaccurate diagnosis codes 

that had been submitted to CMS previously not only would generate no new revenue, but also 

could lead CMS to lower risk adjustment payments or even seek recoupment from Anthem. 

122. Besides how it defined the scope of Medi-Connect’s responsibilities within 

Anthem’s chart review program, Anthem also configured its internal procedures to ensure that 

chart review would be used solely for revenue generation purposes.   

123. Specifically, as they received the chart review results from Medi-Connect, the  

data team in Anthem’s Medicare R&R group would run a computer algorithm in the SAS 

software system to compare the diagnosis information in Medi-Connect’s results against the 

diagnosis information that Anthem had previously submitted to CMS.  This comparison enabled 
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the data team to gather all of the newly-identified diagnosis codes that could generate additional 

risk adjustment payments for Anthem.  Anthem then had its internal coding teams review those 

new diagnosis codes to ensure that they satisfied CMS’s submission requirements.  Finally, 

Anthem submitted to CMS the codes that its internal coding terms found to be consistent with 

CMS’s requirements.     

124. By contrast, Anthem did not have any process during the relevant period to 

compare the diagnosis codes that Anthem previously submitted to CMS against Medi-Connect’s 

chart review results for the same visits by the same patients, so as to identify diagnosis codes that 

had previously been submitted but were not identified by Medi-Connect (and thus were likely 

inaccurate).  Anthem did not run this comparison during the relevant period even though, as the 

director of the data team at Anthem’s Medicare R&R group admitted under oath, Anthem’s 

programmers were fully capable of writing an SAS database algorithm to do such a comparison.   

125. As Anthem understood, taking the simple step of running this comparison would 

have shown which of Anthem’s previously-submitted diagnosis codes could not be substantiated 

through the chart review process.  For example, such a comparison would have revealed 

instances where Anthem submitted to CMS diagnosis codes in provider claims that were 

inaccurate due to transcription errors, including when someone had mistakenly entered ICD code 

250 (diabetes) as 205 (leukemia).  As Anthem’s Chief Compliance Officer recognized, 

identifying such errors would have fulfilled the promise that Anthem made to CMS in EDI 

agreements to “research and correct risk adjustment data discrepancies.” 

126. Similarly, by taking the simple step of comparing its previously-submitted codes  

against chart review results, Anthem would have identified instances where a diagnosis of 

diabetes with complications was inaccurate because the underlying medical record “d[id] not 

properly link” the patient’s diabetes with the supposed complications,  see Ex. 5 at 21 (Anthem’ 
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internal coding manual instructing coders to “default to diabetes without complication code” if 

the medical records do not show such a link), see also infra ¶ 148.a (example where Medi-

Connect’s results identified an inaccurate diagnosis of diabetes with complications.  Such a 

comparison also would have identified, for example, situations where an active form of cancer 

diagnosis in a provider claim was inaccurate because the underlying medical records did not 

“show clear presence of current disease,” rather than a history of cancer, see Ex. 5 at 18, see also 

infra ¶ 148.b (example where Medi-Connect’s results identified an inaccurate diagnosis of active 

cancer).   

127. As Anthem knew, identifying and deleting such inaccuracies in its diagnosis code 

submissions could lead CMS to calculate lower risk adjustment payments to Anthem.  So it did 

not make an effort to do so.  Instead, Anthem allowed inaccuracies to remain in its diagnosis 

code submissions.  For example, and as Anthem understood, in the scenario where a medical 

assistant mistakenly typed ICD9 code 250 (diabetes) as 205 (leukemia) into a claim, and where 

Medi-Connect’s coders correctly identified code 250, instead of 250, as the correct diagnosis, 

Anthem’s practice during the relevant period was to report both 205 and 250 for the same 

patient, instead of checking to see which code was accurate.  This practice inevitably led to 

inflated risk adjustment payments for Anthem because caused CMS was making its calculations 

based on inaccurate diagnosis data. 

ANTHEM KNOWINGLY DISREGARDED ITS OBLIGATION TO DELETE INACCURATE DIAGNOSIS 
CODES BECAUSE IT PRIORITIZED PROFITABILITY OVER COMPLIANCE  

128. Anthem’s failure to comply with its contractual and regulatory obligations was 

not due to ignorance or mistake.  As detailed below, Anthem understood the structure of the risk 

adjustment payment system and its responsibilities as an MAO, including, specifically, (a) the 

direct impact that diagnosis data has on CMS’s risk adjustment payment calculations, (b) 

Anthem’s obligation to ensure the accuracy of its diagnosis data submissions to CMS, (c) the 
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presence of substantial numbers of inaccuracies in the diagnosis codes that Anthem was 

submitting to CMS based on provider claims, (d) Anthem’s obligation to research and correct 

data discrepancies, and (e) Anthem’s duty to delete previously-submitted diagnosis codes that 

proved to be inaccurate.  See infra ¶¶ 130–134. 

129. Rather, Anthem intentionally chose to structure chart review in contravention of 

the representations it made to healthcare providers and its regulatory and contractual obligations 

because it decided to prioritize profits over its compliance obligations.  Anthem saw its chart 

review program not as an “oversight activity” — as it had told providers —but rather as “a cash 

cow” for Anthem itself.  See infra ¶¶ 135–146. 

A. Anthem’s Understanding of Its Obligation to Identify and Delete Inaccurate Codes 

130. During the relevant period, Anthem was well aware of the direct effect that 

diagnosis data had on the risk adjustment payments that Anthem received from CMS.  For 

example, the 2015 Anthem Coding Manual used formulas to describe the relationship among 

diagnosis codes, the patient’s risk score, and the risk adjustment payment amount.  Specifically, 

it explained that the risk score was calculated using “disease data … in the form of diagnosis 

codes” as follows: 

 

The manual further explained that CMS, in turn, calculated the payment to Anthem using the risk 

score and a base payment rate: 

 
131. Anthem also understood that, as an MAO, it had the obligation to ensure the 

accuracy of the diagnosis data that CMS used to calculate the risk adjustment payments.  For 

example, Anthem unequivocally acknowledged that it had the obligation to “perform oversight 

activities” and to “ensure risk adjustment payment integrity and accuracy” in the FAQs and 
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flyers it created in 2010 to encourage providers to supply medical records to Medi-Connect,  See 

Ex. 10 at 3, Ex. 11; see generally supra ¶¶ 108–113. 

132. Further, Anthem was aware of the high frequency of provider coding errors.  In 

2012, for example, one of Anthem’s Medicare compliance managers observed that “we all know 

that physicians do not always code accurately” and that “improper [diagnosis] codes” are one of 

the “[c]ommon errors.”  See supra ¶ 75.  During the relevant time, RADV audit results also gave 

Anthem specific notice that a significant percentage of its diagnosis code submissions to CMS 

were inaccurate.  Anthem’s self-assessment, moreover, concluded that the “risk level” for its 

“submitting diagnosis data for risk adjustment that is not accurate and/or supported in the 

medical record” was “high” in 2015.   

133. In addition, Anthem recognized that, in accordance with the EDI agreements it 

executed, it had an obligation to “research and correct” any “discrepancies” in its “risk 

adjustment data” submissions.  See Exs. 6, 7, 8.  Specifically, as Anthem’s chief compliance 

officer acknowledged, the types of “data discrepancies” that Anthem would be responsible for 

researching and correcting pursuant to its EDI agreements with CMS would include situations 

where medical record review suggests that a diagnosis code previously submitted to CMS was 

incorrect, for example due to a mis-transcription. 

134. Finally, Anthem knew that it was obligated to delete inaccurate diagnosis codes.  

As an MAO, Anthem was familiar with the CMS trainings on this requirement.  Further, as its 

chief compliance officer admitted, it was understood at Anthem that one of the situations where 

it would “be appropriate to submit deletes” was “if Anthem became aware that one of the codes 

had been submitted [to CMS] was not supported by the medical record.”  Indeed, during the 

relevant period, Anthem routinely submitted deletes for the diagnosis codes that RADV audits 

had determined to be inaccurate.   
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B. Anthem’s Internal Records and Communications Show That It Treated the Chart 
Review Program as a “Cash Cow,” Instead of as an “Oversight Activity” 

135. Although Anthem told providers in 2010 to supply medical records to Medi-

Connect for chart review because it would be an “oversight activity” that verified the accuracy of 

diagnosis codes already submitted to CMS, see Ex. 10 at 3, internal records show that Anthem 

treated chart review solely as a means to obtain more risk adjustment payments from CMS. 

136. For example, both before and during the relevant period, Anthem classified chart 

review as one of its “revenue enhancement programs.”  Further, according to a 2013 internal 

audit report, Anthem stated the purpose of its chart review program as “to collect additional data 

to submit to CMS.” 

137. Consistent with that goal, Anthem assessed its chart review program not on the 

basis of whether it enabled Anthem to improve the accuracy of its diagnosis code reporting, but 

instead based on how effectively it generated revenue for Anthem.  Specifically, analysts in 

Anthem’s Medicare R&R group were tasked with constantly looking for ways to increase the 

return on investment (“ROI”) rate for chart review, which was calculated by dividing the amount 

of additional revenue generated by chart review by the cost of operating the program. 

138. For example, in 2015 and 2016, Anthem had its analysts engage in a “predictive 

model analysis” to “predict[] which retrospective chart chases will be valuable” to Anthem.  As 

one of the analysts explained in an e-mail to the data team, having such a model would give 

Anthem a “methodology” to “improve the retrospective [chart review] ROI with little or no 

impact on total revenue.”  

139. Anthem also closely tracked the ROI for its chart review program.  According to 

an actuarial director in Anthem’s finance department, calculating the ROI for chart review 

required several of Anthem’s finance staff working together using data and algorithms in several 

computer programs.  As result of those efforts, Anthem found that in 2015, for example, its chart 
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review program generated over $112 million in additional revenue while costing Anthem just 

under $19 million in expenses, yielding an ROI of 6.00.  See 2015 ROI Analysis (attached here 

as Exhibit 12). 

140. The fact that chart review was generating five, six, or seven million dollars in 

revenue in return for each million dollars of expenditures was not lost on Anthem’s senior 

executives.  For example, when there was discussion within Anthem in early 2016 about 

changing the chart review program, the head of the Medicare R&R group promptly raised a 

concern about making such changes.  According to that executive, she told two of her peers in 

March 2016 that she was “not inclined to change” chart review in any way because “[chart 

review] is a cash cow” for Anthem by virtue of its having “a high ROI.” 

141. A key reason that chart review was “a cash cow” was because of Anthem’s one-

sided use of chart review results — only looking for additional diagnosis codes to submit and 

not, as Anthem had told providers and promised CMS, also to identify inaccurate codes that 

needed to be deleted.  Anthem’s internal discussions underscore the magnitude of the financial 

impact that Anthem anticipated if it made the switch to using chart review to look for both 

additions and deletions. 

142. In 2017, for example, finance executives at Anthem had a series of discussions 

about this topic.  According to one of Anthem’s finance vice presidents at that time, he made an 

estimate in October 2017 that making a switch from one-sided chart review to two-way chart 

review could reduce the value of chart review for Anthem by 72%, which translated to an $86 

million reduction to Anthem’s “chart revenue” forecast for 2017.   

143. Further, the 72% estimate was not an outlier within Anthem.  Specifically, earlier 

in 2017, another finance vice president at Anthem had suggested in discussions that making the 
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switch from one-sided chart review to two-way chart review would reduce Anthem’s revenue 

from its chart review program by about two thirds. 

144. Anthem’s strong focus on the profitability of the chart review program came at 

the direct expense of its compliance with its obligations as a Medicare MAO.  For example, 

according to Anthem’s 2015 internal compliance plans, the head of the Medicare R&R group 

was primarily responsible for mitigating the compliance risks for submitting inaccurate risk 

adjustment diagnosis data.  Yet, Anthem never notified this executive that she had been assigned 

such a role.  Thus, that executive believed that it “would be unreasonable” to have expected her 

to be responsible for ensuring that Anthem did not submit inaccurate risk adjustment diagnosis 

data to CMS.   

145. Further, even though this executive – the head of Anthem’s Medicare R&R group 

since 2015 – was a member of Anthem’s Medicare Compliance committee, she not only never 

received training on Anthem’s obligation to research and correct discrepancies in risk adjustment 

data under its Part C EDI agreement with CMS, but also had never seen a copy of an EDI 

agreement until August 2019.   

146. Nor was the lack of attention to compliance at Anthem limited to its Medicare 

R&R group.  The President of Anthem’s Medicare business from 2013 to 2019, who also served 

on Anthem’s Medicare Compliance committee, was likewise unfamiliar with Anthem’s EDI 

agreements with CMS.  In addition, even though he personally signed dozens of Anthem’s Part 

C annual attestations to CMS, this executive was not aware of any training from CMS regarding 

when MAOs like Anthem had the obligation to delete inaccurate diagnosis codes.   
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ANTHEM’S KNOWING DECISION TO DISREGARD ITS REGULATORY AND CONTRACTUAL 
OBLIGATIONS RESULTED IN THE SUBMISSIONS OF THOUSANDS OF FALSE CLAIMS AND  

AVOIDANCE OF ITS OBLIGATION TO REPAY THE GOVERNMENT 

147. As set forth above, Anthem understood its obligation to submit accurate diagnosis 

data to CMS and to delete inaccurate diagnosis code submissions that could not be validated by 

the medical records.  Anthem also was aware of significant rates of errors in the diagnosis codes 

it was submitting to CMS based on the provider claims.  Further, Anthem knew that the chart 

review results from Medi-Connect could help it verify the accuracy of the previously-submitted 

diagnosis data.   Finally, Anthem understood that it both had the ability and the obligation to 

compare the chart review results from Medi-Connect against the diagnosis codes it previously 

submitted to find and delete the codes that could not be validated based on the medical records.   

148. Anthem, however, chose to prioritize profitability over compliance.  See supra ¶¶ 

135-146.  As result of that choice, until 2018, when it finally began to use chart review results to 

identify both codes to delete and additional codes to submit, Anthem knowingly caused CMS to 

calculate the risk adjustment payments it made to Anthem on the basis of thousands, and likely 

tens of thousands, of inaccurate diagnosis codes.  Examples of those instances include: 

a. Patient A:  In connection with a visit to a provider by this beneficiary on May 

13, 2014, Anthem submitted an ICD-9 diagnosis code for diabetes with 

ophthalmic manifestations for this beneficiary – which mapped to HCC 18 – 

for payment year 2015.  Anthem’s chart review program did not substantiate 

the diabetes with ophthalmic manifestations diagnosis, but instead determined 

that the patient had diabetes without complications, which mapped to HCC 

19, instead of 18.  Further, no other provider reported the diabetes with 

ophthalmic manifestations diagnosis (or any other diagnosis that mapped to 

HCC 18) during 2014.   

Anthem did not submit a delete for the diagnosis code for diabetes with 

ophthalmic manifestations, replace that diagnosis code with one for diabetes 

without complications, or otherwise notify CMS not to rely on that code for 
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risk adjustment purposes.  In the meantime, Anthem relied on chart review 

results to submit four additional ICD-9 codes to CMS for Patient A’s visit on 

May 13, 2014.  Due to this course of conduct, CMS used HCC 18, instead of 

HCC 19, to calculate Anthem’s risk adjustment payment for Patient A in 

payment year 2015, resulting in an overpayment of $1,680.32 to Anthem.  

b. Patient B:  In connection with a visit to a provider by this beneficiary on June 

23, 2014, Anthem submitted an ICD-9 diagnosis code for active lung cancer 

(i.e., malignant neoplasm of the bronchus or lung) for this beneficiary – which 

mapped to HCC 8 – for payment year 2015.  Anthem’s chart review program 

did not substantiate the active lung cancer diagnosis.  Further, no other 

provider reported such a diagnosis (or any other diagnosis that mapped to the 

same HCC) during 2014.   

Anthem did not submit a delete for the diagnosis code for active lung cancer 

or otherwise notify CMS not to rely on that code for risk adjustment purposes.  

In the meantime, Anthem relied on chart review results to submit three 

additional ICD-9 codes to CMS for Patient B’s visit on June 23, 2014.  Due to 

this course of conduct, CMS used HCC 8 to calculate Anthem’s risk 

adjustment payment for Patient B in payment year 2015, resulting in an 

overpayment of $7,080.74 to Anthem.  

c. Patient C:  In connection with a visit to a provider by this beneficiary on May 

15, 2014, Anthem submitted an ICD-9 diagnosis code for chronic or 

unspecified peptic ulcer of unspecified site with hemorrhage and perforation, 

with obstruction for this beneficiary – which mapped to HCC 31 – for 

payment year 2015.  Anthem’s chart review program did not substantiate that 

diagnosis.  Further, no other provider reported such a diagnosis (or any other 

diagnosis that mapped to the same HCC) during 2014.   

Anthem did not submit a delete for the peptic ulcer diagnosis code or 

otherwise notify CMS not to rely on that code for risk adjustment purposes.  

In the meantime, Anthem relied on chart review results to submit four 

additional ICD-9 codes to CMS for Patient C’s visit on May 15, 2014.  Due to 
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this course of conduct, CMS used HCC 31 to calculate Anthem’s risk 

adjustment payment for Patient C in payment year 2015, resulting in an 

overpayment of $2,519.18 to Anthem.  

d. Patient D:  In connection with a visit to a provider by this beneficiary on May 

17, 2012, Anthem submitted an ICD-9 diagnosis code for bipolar disorder for 

this beneficiary – which mapped to HCC 55 – for payment year 2013.  

Anthem’s chart review program did not substantiate the bipolar diagnosis.  

Further, no other provider reported such a diagnosis (or any other diagnosis 

that mapped to the same HCC) during 2012.   

Anthem did not submit a delete for the bipolar diagnosis code or otherwise 

notify CMS not to rely on that code for risk adjustment purposes.  In the 

meantime, Anthem relied on chart review results to submit six additional ICD-

9 codes to CMS for Patient D’s visit on May 17, 2012.  Due to this course of 

conduct, CMS used HCC 55 to calculate Anthem’s risk adjustment payment 

for Patient D in payment year 2013, resulting in an overpayment of $2,693.27 

to Anthem. 

e. Patient E:  In connection with a visit to a provider by this beneficiary on 

August 1, 2012, Anthem submitted an ICD-9 diagnosis code for colostomy for 

this beneficiary – which mapped to HCC 176 – for payment year 2013.  

Anthem’s chart review program did not substantiate the colostomy diagnosis.  

Further, no other provider reported such a diagnosis (or any other diagnosis 

that mapped to the same HCC) during 2012.   

Anthem did not submit a delete for the colostomy diagnosis code or otherwise 

notify CMS not to rely on that code for risk adjustment purposes.  In the 

meantime, Anthem relied on chart review results to submit five additional 

ICD-9 codes to CMS for Patient E’s visit on August 1, 2012.  Due to this 

course of conduct, CMS used HCC 176 to calculate Anthem’s risk adjustment 

payment for Patient E in payment year 2013, resulting in an overpayment of 

$6,394.41 to Anthem. 
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f. Patient F:  In connection with a visit to a provider by this beneficiary on 

October 15, 2012, Anthem submitted an ICD-9 diagnosis code for chronic 

respiratory failure (“COPD”) for this beneficiary – which mapped to HCC 79 

– for payment year 2013.  Anthem’s chart review program did not substantiate 

the COPD diagnosis.  Further, no other provider reported a COPD diagnosis 

(or any other diagnosis that mapped to the same HCC) during 2012.   

Anthem did not submit a delete for the COPD diagnosis code or otherwise 

notify CMS not to rely on that code for risk adjustment purposes.  In the 

meantime, Anthem relied on chart review results to submit four additional 

ICD-9 codes to CMS for Patient F’s visit on October 15, 2012.  Due to this 

course of conduct, CMS used HCC 79 to calculate Anthem’s risk adjustment 

payment for Patient F in payment year 2013, resulting in an overpayment of 

$4,769.37 to Anthem. 

g. Patient G:  In connection with a visit to a provider by this beneficiary on 

August 16, 2012, Anthem submitted an ICD-9 diagnosis code for osteopathy 

resulting from poliomyelitis of the lower log for this beneficiary – which 

mapped to HCC 37 – for payment year 2013.  Anthem’s chart review program 

did not substantiate that diagnosis.  Further, no other provider reported such a 

diagnosis (or any other diagnosis that mapped to the same HCC) during 2012.   

Anthem did not submit a delete for the osteopathy resulting from 

poliomyelitis of the lower log diagnosis code or otherwise notify CMS not to 

rely on that code for risk adjustment purposes.  Due to this course of conduct, 

CMS used HCC 37 to calculate Anthem’s risk adjustment payment for Patient 

G in payment year 2013, resulting in an overpayment of $5,137.89 to Anthem. 

In these and thousands of other instances, Anthem’s misconduct had a direct and foreseeable 

impact on CMS.  Specifically, Anthem’s misconduct not only enabled it to obtain and retain 

higher risk adjustment payments from CMS, it also adversely affected the integrity and accuracy 

of CMS’s risk adjustment payment system.  In addition, by knowingly failing to delete these and 

Case 1:20-cv-02593   Document 1   Filed 03/26/20   Page 47 of 52



48 
 

thousands of other inaccurate diagnoses, Anthem knowingly and improperly avoided its 

obligation to repay CMS for payments it received for these inaccurate diagnoses. 

149. Further, for each payment year in the relevant period – 2013, 2014, 2015, and 

2016, Anthem submitted Part C annual attestations for its MA plans, which certified to CMS that 

all of the risk adjustment diagnosis data Anthem had submitted for those MA plans were 

“accurate” based on Anthem’s “best knowledge, information, and belief.”  See Ex. 9.    

150. As Anthem knew, each of those Part C attestations was false.  Specifically,  

Anthem had information in its possession – the chart review results it received from Medi-

Connect – that Anthem could have used to uncover numerous inaccuracies like the seven 

examples enumerated in paragraph 148 above.   

151. Anthem also knew that its ongoing submission of the false annual attestations to 

CMS had a direct and unforeseeable impact on CMS.  Specifically, as Anthem’s internal policy 

recognized, CMS’s procedures required MAOs like Anthem to submit Part C annual attestations 

before CMS would proceed with the final reconciliation phase of the risk adjustment payment 

process.  See supra ¶ 86.  Thus, the false attestations submitted by Anthem caused CMS to move 

forward with final reconciliation for Anthem’s Part C plans and disburse reconciliation payments 

to Anthem during the relevant period.   

FIRST CLAIM 

Presentation of False or Fraudulent Claims 

31 U.S.C. § 3729(a)(1)(A) 

152. The Government incorporates by reference paragraphs 1 through 151 above as if 

fully set forth in this paragraph. 

153. The Government seeks relief against defendant Anthem under section 

3729(a)(1)(a) of the FCA, 31 U.S.C. § 3729(a)(1)(A), because Anthem knowingly presented, or  
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caused to be presented, false or fraudulent claims for payment or approval to CMS.   

154. Specifically, on account of its choice to operate its chart review program in 

deliberate ignorance or reckless disregard of its regulatory and contractual obligation to delete 

inaccurate diagnosis codes, Anthem knowingly submitted false Part C annual attestations to 

CMS in connection with seeking final reconciliation payments from Medicare. 

155. By reason of the false annual attestations that Anthem knowingly presented, or 

caused to be presented, for payment or approval, the Government has been damaged in a 

substantial amount to be determined at trial, and is entitled to recover treble damages plus a civil 

monetary penalty for each false claim. 

SECOND CLAIM 

Making and Using False Statements in Violation of the FCA 

31 U.S.C. § 3729(a)(1)(B) 

156.  The Government incorporates by reference paragraphs 1 through 151 above as if 

fully set forth in this paragraph. 

157.  The Government seeks relief against Anthem under Section 3729(a)(1)(B) of the 

FCA, 31 U.S.C. § 3729(a)(1)(B), because Anthem knowingly made, used, or caused to be made 

or used, a false record or statement material to a false or fraudulent claim. 

158.  Specifically, on account of its choice to operate its chart review program in 

deliberate ignorance or reckless disregard of its regulatory and contractual obligation to delete 

inaccurate diagnosis codes, Anthem knowingly made, used, or caused to be made or used, false 

Part C annual attestations in relation to seeking final reconciliation payments from Medicare.   

159.   By reason of these false records or statements, the Government has been 

damaged in a substantial amount to be determined at trial and is entitled to recover treble 

damages plus a civil monetary penalty for each false record or statement. 
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THIRD CLAIM 

Reverse False Claims — Knowingly and Improperly Avoiding an Obligation to Repay the 
Government  

31 U.S.C. § 3729(a)(1)(G) 

160. The Government incorporates by reference paragraphs 1 through 151 above as if 

fully set forth in this paragraph. 

161. The Government seeks relief against Anthem under Section 3729(a)(1)(G) of the 

FCA, 31 U.S.C. § 3729(a)(1)(G), both because Anthem knowingly made or used a false record 

or statement material to an obligation to repay the Government and because Anthem knowingly 

concealed or knowingly and improperly avoided an obligation to repay the Government. 

162.  Specifically, on account of its choice to operate its chart review program in 

deliberate ignorance or reckless disregard of its regulatory and contractual obligation to delete 

inaccurate diagnosis codes, Anthem knowingly made, used, or caused to be made or used, false 

Part C annual attestations that enabled it to evade its obligation to refund CMS under the 

Medicare Part C’s final reconciliation process.    

163. Further, by deliberately or recklessly disregarding its regulatory and contractual 

obligation to delete inaccurate diagnosis codes, Anthem knowingly concealed its obligation to 

refund CMS. 

164.   By reason of these false records or statements, as well as Anthem’s knowing 

concealment and avoidance, the Government has been damaged in a substantial amount to be 

determined at trial and is entitled to recover treble damages plus a civil monetary penalty for 

each false record or statement. 

FOURTH CLAIM 

Unjust Enrichment 
 

165. The Government incorporates by reference paragraphs 1 through 151 above as if  
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fully set forth in this paragraph. 

166. Anthem has received money from the Government to which it was not entitled, 

which unjustly enriched Anthem, and for which it must make restitution.  Anthem received such 

money by claiming and retaining Medicare Part C risk adjustment payments based on inaccurate 

and invalid risk adjustment data.  In equity and good conscience, such money belongs to the 

Government and to the Medicare Program. 

167. The Government is entitled to recover such money from Anthem in an amount to 

be determined at trial.   

FIFTH CLAIM 

Payment by Mistake 
 

168. The Government incorporates by reference paragraphs 1 through 151 above as if 

fully set forth in this paragraph. 

169. The Government paid money to Anthem as a result of a mistaken understanding. 

Specifically, the Government paid Anthem’s claims for risk adjustment payments under the 

mistaken understanding that such claims were based on accurate and valid risk adjustment data. 

Had the Government known the truth, it would not have paid such claims.  Those payments was 

therefore by mistake. 

170. As result of such mistaken payments, the Government has sustained damages for 

which Anthem is liable in an amount to be determined at trial.   

PRAYER FOR RELIEF 

 WHEREFORE, plaintiff, the Government, requests that judgment be entered in its 

favor as follows: 

(a) on the First, Second, and Third Claims for relief (violations of the FCA, 31 

U.S.C. §§ 3729(a)(1)(A), 3729(a)(1)(B), and 31 U.S.C. §§ 3729(a)(1)(G)), a 

judgment against Anthem for treble the Government’s damages, in an amount to be 
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determined at trial, plus a civil penalty in the maximum applicable amount for each 

violation of the FCA by Anthem, as well as an award of costs incurred by the 

Government against Anthem pursuant to 31 U.S.C. § 3729(a)(3); 

(b) on the Fourth Claim for relief (unjust enrichment), a judgment against Anthem 

in an amount equal to the monies that Anthem obtained from the Government without 

right and by which Anthem has been unjustly enriched, plus costs, pre- and post-

judgment interest;  

(c) on the Fifth Claim for relief (payment by mistake), a judgment against 

Anthem in an amount equal to the Government’s damages, plus costs, pre- and post-

judgment interest; and 

(d) such further relief as is proper. 

Dated:  New York, New York 
 March 26, 2020 
      GEOFFREY S. BERMAN 

United States Attorney  
       

     By:  /s/ Li Yu    
LI  YU 
PETER ARONOFF 
RACHAEL DOUD 
Assistant United States Attorneys 
United States Attorney’s Office, Civil Division 
86 Chambers Street, 3rd Floor 
New York, NY 10007 
Tel: (212) 637-2734/2726 
Email:  li.yu@usdoj.gov 

       peter.aronoff@usdoj.gov 
rachael.doud@usdoj.gov 

      Attorneys for the Government 
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Medicare Advantage 
Outreach and Education Bulletin

August, 2010 

To: Medicare Advantage Physicians and Practitioners  

Risk Adjustment 101 

Did you know that Medicare Advantage plans, like Empire Blue Cross and Blue Shield (“Empire”) are 
required to report member diagnoses to the Centers for Medicare and Medicaid Services (“CMS”)?  This 
information is used to risk adjust payments received by the health plan from CMS.  This is referred to as 
the CMS HCC Risk Adjustment Payment Methodology.

What is the CMS-HCC Risk Adjustment Payment Methodology? 

It is the payment methodology used by CMS to adjust its payments to the plan based on the health 
status and demographic characteristics of a member. The result is higher payments from CMS for 
members who are at risk for being sicker and lower payments for members who are predicted to be 
healthier.

You Play a Critical Role 

You, as the provider, play a critical role in facilitating the risk adjustment process. How?  

 ICD-9 codes recorded on claims and encounters are reported to CMS and used to determine the 
risk adjusted payment;  

 CMS requires that providers use the most specific code available (including secondary codes 
when appropriate); 

 CMS uses documentation from the member’s medical record to validate that the appropriate ICD-
9 code has been assigned, and may review this data at any time, including annually; 

 If the medical record does not support the reported ICD-9 code, CMS may adjust health plan 
payments.

Your assistance and commitment to this process is critical.  By supplying Anthem with the most accurate 
and complete diagnosis coding and medical record documentation, you will help us meet our reporting 
requirements and obligations to CMS. 

Our goal is to help you better understand how the risk adjustment process impacts Anthem, you, as the 
provider, and our members.  For more information related to this important subject, please contact your 
provider engagement representative.

Services provided by Empire HealthChoice HMO, Inc. and/or Empire HealthChoice Assurance, Inc., licensees of the Blue Cross and Blue Shield 
Association, an association of independent Blue Cross and Blue Shield plans.  The Blue Cross and Blue Shield names and symbols are
registered marks of the Blue Cross and Blue Shield Association. 
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
FORM 10-K

(Mark One)

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2022
OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the transition period from                     to                     
Commission file number: 001-16751

ELEVANCE HEALTH, INC.
(Exact name of registrant as specified in its charter)

Indiana 35-2145715
(State or other jurisdiction of

incorporation or organization)
(I.R.S. Employer Identification Number)

220 Virginia Avenue
Indianapolis, Indiana 46204

(Address of principal executive offices) (Zip Code)
Registrant’s telephone number, including area code: (833) 401-1577

Securities registered pursuant to Section 12(b) of the Act:
Title of each class Trading symbol(s) Name of each exchange on which registered

Common Stock, Par Value $0.01 ELV New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act: NONE
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.  Yes  No  
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.  Yes  No
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such

shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.  Yes  No  
Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during

the preceding 12 months (or for such shorter period that the registrant was required to submit such files).  Yes  No  
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, or an emerging growth company. See the definitions of

“large accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging growth company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer Accelerated filer

Non-accelerated filer Smaller reporting company

Emerging growth company

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or revised financial accounting standards
provided pursuant to Section 13(a) of the Exchange Act. 

Indicate by check mark whether the registrant has filed a report on and attestation to its management’s assessment of the effectiveness of its internal control over financial reporting under Section 404(b)
of the Sarbanes-Oxley Act (15 U.S.C. 7262(b)) by the registered public accounting firm that prepared or issued its audit report. 

If securities are registered pursuant to Section 12(b) of the Act, indicate by check mark whether the financial statements of the registrant included in the filing reflect the correction of an error to
previously issued financial statements. 

Indicate by check mark whether any of those error corrections are restatements that required a recovery analysis of incentive-based compensation received by any of the registrants’s executive officers
during the relevant recovery period pursuant to §240.10D-1(b) 

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).  Yes      No 
The aggregate market value of the voting and non-voting common equity held by non-affiliates of the registrant (assuming solely for the purposes of this calculation that all directors and executive

officers of the registrant are “affiliates”) as of June 30, 2022 was approximately $115,691,972,993.
As of February 1, 2023, 237,457,776 shares of the registrant’s common stock were outstanding.

DOCUMENTS INCORPORATED BY REFERENCE
Part III of this Annual Report on Form 10-K incorporates by reference information from the registrant’s Definitive Proxy Statement for the Annual Meeting of Shareholders to be held May 10, 2023.

Inline XBRL Viewer https://www.sec.gov/ix?doc=/Archives/edgar/data/1156039/000115603923000007/elv-20221231.htm
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Anthem Pays OCR $16 Million in Record
HIPAA Settlement Following Largest U.S.
Health Data Breach in History
This is a HIPAA Settlement Announcement

Final

Issued by: O ice for Civil Rights (OCR)

Issue Date: July 10, 1905

Anthem Pays OCR $16 Million in Record HIPAA Settlement Following Largest U.S. Health Data Breach in
History

Anthem, Inc. has agreed to pay $16 million to the U.S. Department of Health and Human Services, O ice for Civil Rights (OCR) and take
substantial corrective action to settle potential violations of the Health Insurance Portability and Accountability Act (HIPAA) Privacy and
Security Rules a er a series of cyberattacks led to the largest U.S. health data breach in history and exposed the electronic protected health
information of almost 79 million people.

The $16 million settlement eclipses the previous high of $5.55 million paid to OCR in 2016.

Anthem Pays OCR $16 Million in Record HIPAA Settlement Following Largest U.S. Health D... https://www.hhs.gov/guidance/document/anthem-pays-ocr-16-million-record-hipaa-settlement-...
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Anthem is an independent licensee of the Blue Cross and Blue Shield Association operating throughout the United States and is one of the
nation’s largest health benefits companies, providing medical care coverage to one in eight Americans through its a iliated health plans. 
This breach a ected electronic protected health information (ePHI) that Anthem, Inc. maintained for its a iliated health plans and any other
covered entity health plans.

On March 13, 2015, Anthem filed a breach report with the HHS O ice for Civil Rights detailing that, on January 29, 2015, they discovered
cyber-attackers had gained access to their IT system via an undetected continuous and targeted cyberattack for the apparent purpose of
extracting data, otherwise known as an advanced persistent threat attack.  A er filing their breach report, Anthem discovered cyber-
attackers had infiltrated their system through spear phishing emails sent to an Anthem subsidiary a er at least one employee responded to
the malicious email and opened the door to further attacks. OCR’s investigation revealed that between December 2, 2014 and January 27,
2015, the cyber-attackers stole the ePHI of almost 79 million individuals, including names, social security numbers, medical identification
numbers, addresses, dates of birth, email addresses, and employment information.

“The largest health data breach in U.S. history fully merits the largest HIPAA settlement in history,” said OCR Director Roger Severino. 
“Unfortunately, Anthem failed to implement appropriate measures for detecting hackers who had gained access to their system to harvest
passwords and steal people’s private information.” Director Severino continued, “We know that large health care entities are attractive
targets for hackers, which is why they are expected to have strong password policies and to monitor and respond to security incidents in a
timely fashion or risk enforcement by OCR.”

In addition to the impermissible disclosure of ePHI, OCR’s investigation revealed that Anthem failed to conduct an enterprise-wide risk
analysis, had insu icient procedures to regularly review information system activity, failed to identify and respond to suspected or known
security incidents, and failed to implement adequate minimum access controls to prevent the cyber-attackers from accessing sensitive
ePHI, beginning as early as February 18, 2014.

In addition to the $16 million settlement, Anthem will undertake a robust corrective action plan to comply with the HIPAA Rules.  The
resolution agreement and corrective action plan may be found on the OCR website at http://www.hhs.gov/hipaa/for-professionals/
compliance-enforcement/agreements/anthem/index.html.

HHS is committed to making its websites and documents accessible to the widest possible audience, including individuals with disabilities.
We are in the process of retroactively making some documents accessible. If you need assistance accessing an accessible version of this
document, please reach out to the guidance@hhs.gov.

DISCLAIMER: The contents of this database lack the force and e ect of law, except as authorized by law (including Medicare Advantage Rate Announcements and
Advance Notices) or as specifically incorporated into a contract. The Department may not cite, use, or rely on any guidance that is not posted on the guidance
repository, except to establish historical facts.

Anthem Pays OCR $16 Million in Record HIPAA Settlement Following Largest U.S. Health D... https://www.hhs.gov/guidance/document/anthem-pays-ocr-16-million-record-hipaa-settlement-...

2 of 5 1/30/2024, 9:04 AM



Return to top

Connect with Us Sign Up for Email Updates

To sign up for updates or to access your subscriber
preferences, please enter your contact information below.

Enter your email address. Sign Up

HHS Guidance Repository

A federal government website managed by the
U.S. Department of Health & Human Services
200 Independence Avenue, S.W.
Washington, D.C. 20201
Toll Free Call Center: 1-877-696-6775

Topic(s)

Health Care

Unique ID:
HHS-0945-1905-F-7395

Date Published: 6/8/2020

Anthem Pays OCR $16 Million in Record HIPAA Settlement Following Largest U.S. Health D... https://www.hhs.gov/guidance/document/anthem-pays-ocr-16-million-record-hipaa-settlement-...

3 of 5 1/30/2024, 9:04 AM



HHS.gov

Contact HHS

Careers

HHS FAQs

Nondiscrimination Notice

HHS Archive

Accessibility

Privacy Policy

Viewers & Players

Budget/Performance

Inspector General

EEO/No Fear Act

FOIA

The White House

USA.gov

Español

Ti ng Vi t

Tagalog

Kreyòl Ayisyen

Français

Polski

Deutsch

Anthem Pays OCR $16 Million in Record HIPAA Settlement Following Largest U.S. Health D... https://www.hhs.gov/guidance/document/anthem-pays-ocr-16-million-record-hipaa-settlement-...

4 of 5 1/30/2024, 9:04 AM



Português

Italiano English

Anthem Pays OCR $16 Million in Record HIPAA Settlement Following Largest U.S. Health D... https://www.hhs.gov/guidance/document/anthem-pays-ocr-16-million-record-hipaa-settlement-...

5 of 5 1/30/2024, 9:04 AM


