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August 1, 2012 | RECEIVED

. : . I Corporate & Financil Regulation
Chief of Company Licensing Division

Insurance Department AG - 3 2017
1345' Strawberry Square Pennsylvania
Harrisburg, PA 17120 Ingurance Department

Dear Mr. Robert Brackbill,

Recently, | saw an article in the Greensburg Tribune Review regarding a review by
state regulators of Highmark Blue Cross’s purchase of West Penn Allegheny
Health System. As this article indicated, | am responding to this issue.

In my opinion, this purchase has already and will continue way into the future to
negatively impact all people with Highmark Blue Cross insurance coverage,
especially those of us with Individual coverage. This impact has already and will
be most evident by increased premiums. | have complained to the PA State
Insurance Department for several years now regarding this. Yet that office
continues to approve premium increases without regard to the impact on the
individual.

In Oct. of 2009, | bought a policy from Highmark Blue Cross Blue Shield to provide
medical coverage until | qualify for Medicare. (Prior to this | was on COBRA at
$451 per month and Blue Cross was the COBRA coverage. Due to my pre-existing
conditions Blue Cross was the only carrier to offer me any coverage.) The
premium in 2009 was $558.25. In January of 2011 that premium became
$590.05. And in December of 2011 it became $639.00. There is a difference of
$188 per month from 2009 to 2012 or $2256 per year.

Currently my Blue Cross premiums are $7668 per year, my deductible is $500, and
everything else is 80/20. This current year’s Medical, Dental, and Audiologic costs
for me will represent 77% of my income! | can’t wait to see how much higher
Blue Cross costs will become. No doubt it will be far more than | can pay.

The Blue Cross focus should be it’s ‘members’ and its goal should be to provide

adequate medical, dental and audiologic coverage at the lowest possible cost.
Period!

M



Of interest, in mid July | received notice from the PA Insurance Department saying
they had received my latest complaint. On the day | received this, | also got a
notice from Highmark that they had requested a rate ‘adjustment’ from the
Insurance Department. When I called Highmark to ask what kind of ‘adjustment’
was requested, | was told they would not know until they heard from the
Insurance Department. The person | talked to would not say if they had
requested an increase or not. However, | doubt they would request a decrease.
Right?

Rather than rant on | have included all the documentation I've sent to the PA
Insurance Department over the last several years.

u for listening,
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Sally Brier

1380\Mt. Pleasant Road
Greensburg, PA 15601



SALLY BRIER’S BC/BS EXPENSES

Items in black are actual costs and items in !

OCT. 2011 TO JUNE 5, 2012

are expected costs for

scheduled appointments/tests based on previous Benefit Year charges.

Premiums — | paid.
October 2011 - $590.05
November 2011 - $590.05
December 2011 - $639.00

January 2012 -  $639.00
February 2012 - $639.00
March 2012-  $639.00
April 2012 - $639.00
May 2012 - $639.00

Total $5014.10

Grand Total $7570.10
2011 Total S7017.00
2010 Total 56378.78
2 year Prem, Increase  $1191.82

Medications — | paid.

November 1,11 $130.00
January 22,’12 $121.26
January 23,’12  $10.00

March 5,712 $84.74
March 8,12 $24.00
April 6,712 $26.00
May 6, '12 $16.00
June 5,12 S24.00

Total to date $436.00

srand Te $618.74
2011 Total $613.63
2010 Total $440.99

*Note: | have been on the same medications for 32 years except for one which

cost $24 for 3 months. All my meds are generic.

Deductible (5500) + 80/20 Coverage - | paid.
10/11 Neurologist $100.00
Lab Work $44.63
Ophthalmologist $115.00
1/12 Lab Work $108.89
2/12 Lab Work $43.00

3/12 PCP $133.00

4/12 Lab Work $21.78
Neurology $20.00
PCP $11.69

5/16 Audiology $15.54

Total to date - $603.53



Non-covered — Dental and Hearing — | paid
10/11 Dental - $95.00
2/12 Dental - $90.00
5/12 Audiology - $65.00
“ - $6765.00
Total - 57015.00

*iote: The Audiology cost in May of $6765.00 represents new hearing aids;
something BC pays nothing for because they consider them COSMETIC. | picked
hearing aids that were medium priced. If | had gone with the base price and no
extras, it would have cost $3200 to $4490. My extras (T-coil, noise suppression,
moisture resistance and remote TV/phone connections) cost $525.

Overall Total of Actual and Anticipated $ - $15937.37

My yearly income is $20,274.72.

This year my medical expenses represent 77% of my income. If BC had covered
the minimum cost of my hearing aids with no extras, my medical expenses
would represent 63% of my income — not great but better.



SALLY’S BLUE CROSS/BLUE SHIELD

OCT. 2009 THROUGH
SEPTEMBER 2010

Premiums
Oct./Nov. 5$846.55
Dec./lan. 1066.23

Feb. 558.25
March 558.25
April 558.25
May 558.25
June 558.25
July 558.25
August 558.25
Sept. 558.25

Total $ 6378.78
Deductible $500.00
80% / 20% to Out of Pocket $2500

(Not including Deductible)
3/24 Dr. Z=T-$1.72 BC-$1.38 Me-5.34

3/24 Dr. Hill.=T-128.00 BC-102.40 Me-25.60
4/20 Stress Test Read=T-158.00 BC-126.40

Non-covered Expenses
Dental — 1/4 $95.00
2/11 $90.00
3/29 $85.00
4/27 $300.00
5/13 $300.00
8/12 $68.00
Total = $938.00
Hearing Aid — 3/8 $10.00 (Aid check)
4/5 $55.00 (Drier)
7/20 $11.12 (Battery)
9/26 $17.99 (Battery)
Total = $94.11

Partial BC Coverage
Medco —- 11/24 $170

2/1$140
Me-31.60 2/17 $30
4/20 Stress Test=T-1624.61 BC-1299.69 5/3 $30
Me-324.92 5/16 $20
6/19 Lab=T-116.62 BC-93.31 Me-23.31
6/12 $40
9/11 Lab=T-119.43 BC-95.53 Me-23.90 &L /2/4 6/29 6100
9/20 Dr. Wolfe=T-70.00 BC-56.00 Me- : 8/2 $10
9/3 Dr. Tomci=T104.42 BC-83.54 Me-288 AL 4.8 o "o
9/15 Dr. Z=T100.00 BC-80.00 Me-20.00 2. “%p Total - $420

9/25 Mammo Read=T41.50 BC-33.20
Me-8.30 L |l

80/20% Total $2591.46 BC $2073.17
Me $5¢8.29

Total for Meds - $440.99

Total Amt. Paid by BC -~ $2073.17

Total Amt. Paid by Me — $88X0.17

Total without Dental and HA expenses —
- $§7838.06



Actual Medical Expenses for Sally
Oct. 2010 to Sept. 2011
Highmark Blue Cross

Deductibie & 80/20%
10/25 Dr. Hartman - $206 Deduc.
12/8 Lab Work - $119.43  “
2/25 “ “ -$547.69 “
2/25 “ “ -$§125.16 “
3/4 Dr. Tomci - $12.58 - ($1.72 “)
3/4 Dr. Tomci — EKG - $6.00
4/20 Dr. Zaretsky - $20
6/29 Lab Work - $41.06
7/25 Dr. Tomci - $11.78

Urinalysis

8/2 Office Vs. & UA
8/26 Mammogram - S0
9/2 Dr. Tomci - $15.20
9/22 Dr. Wolff - $14.00
9/26 Dr. Philipkosky - S0

Total - $618.90

Medications
11/8/10 Medco - $70
1/4 /11 Medco - $121.26
2/5 Medco - $10
2/21 Medco - 168.74
3/19 Medco - $20
5/13 Medco - $30
6/7 Medco - S80
7/25 Rite Aide - $3.63
8/2 Medco - $110

Total —613.63

Other (No BC Coverage)

1/10 Dr. Butler — Crown - $300
1/17 C. D’Aurora — Tubes - $10
1/25 Dr. Butler — Crown - $300

2/15 Dr. Butler — Ch. Up & xrays - $90

7/5 C. D'Aurora - $10

8/16 Dr. Butler — Ch. Up & Panarex - $118

Total - $828

Highmark Blue Cross Premiums
October 2010 - $558.25
November 2010 - $558.25
December 2010 - $590.05
January 2011 - $590.05
February 2011 - $590.05
March 2011 - $590.05
April 2011 - $590.05
May 2011 - $590.05
June $590.05
July $590.05
August $590.05
September - $590.05

Total - $7017.00

Grand Total — 9077.53
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{nsurer
seeks
9.9%
boosts

Highmarl asks state’s
OK ofrale hikes for il
direct consumer plans

By BILL VIDONIC
TRIALINE -REVIEW

Highmark Inc. wants to
raise monthly premiums up
to 10 percent or lower benefits
on several of its insurance
plans, according to filings
made public on Saturday.

In all, about 75,000 con-
sumers who purchase insur-
ance coverage directly from
Highmark would be affected.
The insurer hopes to make an
additional $22.5 million annu-
ally with the proposed
increases. o

Highmark  spokesman
Michael Weinstein said the

increases are not related to
the insurer’s pending
$475 million acquisition of
West Penn Allegheny Health
System or this mon_th’s
announcement that High-
mark would extend its con-
tract with UPMC through
2014. Instead, he said, the pro-
posed premium increases
“generally reflect qulcal
cost increases we see in the
market.”

“Over the last 12 to'18
months, we have been seelng
a slow and steady increase In
costs of medical services In
our region,” Weinstein said.
“Looking forward, we expect
some of those cost trends to
continue.” ‘

State officials posted notice
of the proposed rate increases
yesterday on the PA Bul}etm
website. Some notices indi-
cated that  Highmark

HIGHMARK - C&

Proposed

increases

1 Highmark has

| proposed increases in
these plans, which
consumers buy directly

from Highmark:

’ " 9.9 percent: Blue Cross

‘ Blue Shield Direct Pay
PPO Plans, including

! High Deductible Health,

‘\ Non-Qualified High
Deductible and Simply

\ Blue; CompleteCare; Blue
Shield Direct Pay PPO
{Central Region); and
Keystone Health Plan

i West Direct Pay HMO.

\ 7.5 pertent: ‘Blue
Cross Blie Shield Direct

GHMARK - FROM C1

fequested the increases on
April 25.

State Insurance Depart-
ment spokeswoman
Roseanne Placey said yes-
terday that the department
will examine the increase
requests and weigh themon
three standards; Whether
they are excessive, inade-
quate or unfairly discrimi-
natory. She noted that High-
mark has regularly applied
for increases.

“This is a regular annual
filing. This isn't out of the
norm of doing business,”
Placey said.

Some proposed increases
will be costly. For example,
the 9.9 percent proposed
average increase for Key-
stone Health Plan West
means a customer will pay
an additional $47.61 per con-
tract per month.

Under provisions of the
Patient Protection and

Greews [Ourq T o, Keuvel

Affordable Health Care Act
that began Sept. 1, a pre-
mium increase of 10 per-
cent or more means the
insurer tnust - submit
detailed justification for the
increases. Weinstein said
the 9.9 percent requests
were not an attempt to skirt
any scrutiny.

“We have to strike a bal-
ance between some level of
affordability with the need
to make sure these pro-
grams reflect the cost of
medical programs,” Wein-
stein said.

Last year, Highmark
announced it would raise
rates by 10 percent in
monthly premiums for
nearly 30,000 subscribers
under five plans. After public
outcry, the insurer lowered
its rate increase request for
its SpecialCare insurance
plan, which helped cover the
working poor, to 4.9 percent.

Erin Gill-Ninehouser, edu-
cation outreach coordinator

2012,

ks 9.9% boosts

for the advocacy grouyp
Pennsylvania Health Access
Network, said the public has
to have a chance to weigh in
on the proposals.

“It’s really important for
(Highmark and the state) to
see that pushback, because
when they do, it makes a
big difference,” Gill-Nine-
houser said.

The state Department of
[nsurance has until July 25
to take action against the
proposed increases, which
would go into effect Oct. 1.

Interested parties can
submit objections or writ-
ten comments about the
proposed rate hikes to
Cherri Sanders-Jones,
Insurance . Department,
Insurance Product Regula-
tion, Room 1311 Strawberry
Square, Harrisburg, PA
17120, or e-mail csanders

jo@pa.gov. Comments
should be filed by June 11.

Bill Videnic can be reached
at bvidonic@tribweb.com.
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- TRIBUNE-REN W

Recent results

Highmark Inc. on Thursday reported a 140 percent
increase in net income. Here are past results.

Year Net income Revenue
2006 MM $308.3M 3118
2007 IR $375.4M $12.48
2008 I $94.M $13.08
2009 A $'877M  _ $13.78

5010 EEREEEBTARRw LY 5462.5M  $14.68

Somw:thhmwk!m; BOB NEWELL | TRIBUNE-REVIEW

Profit surges 146%

HIGHMARK - FROM Al

year but remained below fore-
casts, possibly because people
tend to go to doctors less often
to save on co-payments and
" other costs during tough eco-
nomic times, DeTurk said.

As a result of fewer claims
and better controls on
expenses, premiums for most
Highmark members will rise
less than 10 percent in 2011,
compared to low double-digit
hikes in recent years, she
said. Highmark lost enroll-
ment when some companies
dropped coverage, but it
ended the year with about
100,000 more members for a
total of 4.8 million. .

Standard & Poor's Rating
Services listed Highmark
with a negative credit outlook
for most of last year, based on
weaker earnings earlier, ana-
lyst James Sung said.

“But when we reviewed thelr
first three quarters through
September, we revised their
rating from A-negative to A-
stable” in December, Sung
said. The full-year numbers
““look pretty good."

Two years ago, Highmark
and other insurers lost cus-
tomers as companies trimmed
benefits and cut staffs but still
paid out more in benefits
because workers nervous
about losing thei}i'jobs rtéshed
to schedule checkups and pro-
cedures, said Steve Zaharuk, a
Moody’s analyst who follows

the company. At the end of

2009, the H1N1 flu scare raised
costs.

Analysts anticipated more
of the same last year. “But
2010 came, the flu went away,
and people’s behavior
changed,” Zaharuk said,
Faced with higher deductibles
and co-pays, members sought
fewei- medical services.

4. afiam bnv nenfit

revenue, up from 1.4 percent the
year before. The company sald
it spends 88 cents of every dollar
it takes in on medical care —
more than many for-profit
insurers, and a key number as
increased federal scrutiny on
this subject increases. .
Highmark is preparing for a
more “retail-style health care
market,” DeTurk said. Six
Highmark Direct stores sell
insurance policies, and more
will open this year, she said,
without giving specifics. -
Vision insurance, eyewear
manufacturing and optical
stores made a $70.5 million
profit for Highmark last year,
up 57 percent from 2009, High-
mark operates 541 stores with
various names in 40 states,
including eight Vision Works
stores in the Pittsburgh area.
A wholesale business distrib-
utes eyeglass frames.
“They've been pretty suc-
cessful in that business,”
Sung said, adding that with
more government pressure to
keep rates under control,
many insurers are moving
into niche businesses. High-
mark’s United Concordia den-
tal subsidiary made a

. $56.7 million profit last year,

up about 6 percent.

A “stop-loss,” or reinsur-
ance, business designed to
limit exposure for companies
that self-insure earned
$37.8 million, up 57 percent.

Separately, the company
said it plans to cooperate with
aJustice Department lnvesti-
gation into whether Blue
Cross Blue Shield plans sup-
pressed competition in viola-
tion of antitrust laws, result-
ing in rising health care costs.
Highmark Blue Cross Blue
Shield West Virginia received
requests for information. The
investigation involves insur-
ance plans in other states.

Health law to spur
care networks

NETWORKS - FROM Al

providers and the physicians

in the same room together.”
Financially strapped West

Penn Allegheny Health Sys-

~temis workingtoestablish an

accountable care organiza-
tion, but officials won't say
whether they have held for-
mal discussions with health
insurers. CEO Dr. Christo-
pher Olivia declined requests
for an interview,

Olivia last year expressed
interest in talking with exec-
utives at Highmark Inc. about
creating an insurance prod-
uct. At the time, he said West
Penn Allegheny did not want
to form a full-blown health
plan like the one rival Uni-
versity of Pittsburgh Medical
Center established in 2001.

A spokesman for Highmark .

said yesterday that the insur-
ance giant has not made any
deals or arrangements with
West Penn Allegheny. In a
December interview with the
Tribune-Review, Highmark
CEO Dr. Kenneth Melani said
the system is flawed and High:
mark members will not be able
to afford the rising cost of
health care, which he blamed
locally on UPMC and its control
of the market. Highmark is in
the midst of contract negotia-
tions with UPMC, but Melani
said the two are far apart in
coming to an agreement.

In addressing the need to
provide a competitive alter-
native to UPMC, Melani said,
Highmark would not neces-
sarily be interested in operat-
ing a hospital but raised the
possibility of working closely
with physicians and estab-
lishing outpatient centers.

“Some might say, ‘Well,
that's irrational because
you're duplicating what's
already there,” but if it's too
costly for my customers, don’t
I have the obligation tg do that
for my customers?” Melani
said in December. “If UPMC
has a health plan, wouldn't
you think it would make sense
that we would be allowed to be
on the provider side?”

‘A UPMC spokesman said
officials are studying the
Medicare rules. but the
region’s health care giant has
been building what it consid-
ers an ACQO for the past two
decades. UPMC has invested
more than $! billion in elec-
tronic health records and
other technologies that allow
it to mine and share data in
the same manner that ACOs
will be able to do, said
spokesman Paul Wood.

Implementing the networks
will require considerable
upfront costs, such as adding
new nurse care managers,
Feinstein said.

Because hospitals will need
to establish services that
Medicare typically does not
reimburse, other parties —
such as commercial insurers
— will need to step up and help.

“You sure as heck want
your commercial insurers to
pe sharing in the upfront
Investment,” Feinstein said.
“The hospitals will not gener-
ate savings doing business as
usual.”

Mike Nugent, managing
director of Navigant; a health
care consulting firm in
Chicago, said financially
unstable organizations
should experience benefits
from becoming an ACQ.

_“It’s an opportunity to sur-
vive and get paid for reducing
cost,” said Nugent, author of
the just-published book
“Accountable Care Organiza-
tions: Your Guide to Strategy,
Design, and Implementation.”
“I'believe strongly that the ones
that will succeed are going to be
those whose hearts and minds
are focused on quality.”

Dr. Tom McClure, chief
accountable care officer at
West Penn Allegheny, said
ACOs will be coordinated by
primary care doctors who help
patients avoid unnecessary
tests and procedures. Some
patients now see more than one
doctor, and some specialists
don't talk to each other, which
often leads to waste, he noted.

“There’s no onedriving the
ship,” McClure said.
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SPORTS Former
Pitt player Fitzgerald

sits down for
a wide-ranging
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Worthy of
Wostern
Pennsylhvaniz

premium pay
Jln's‘u\rér,‘BJ‘Li»e Cross hrmb in
state compensate directors,
unlike most nonprofits

BY ALEX NIXON
TRIBUNE-REVIEW

It pays to be on the board

‘of directors for health

insurer Highmark Inc.
Highmark’s 20 board
members last year col-
lected an average of $64,142
apiece — a common prac-
tice among Pennsylvania’s
nonprofit health insurers.
The state’s three other Blue
Cross/Bliie Shield organi-
zations also compensate
board members, according

. toa Tribune-Review exam.

ination of public records,
“Why aren't they lower-

ing premiums?” asked

Pablo Eisenberg, a senior
fellow in nonprofit leader-

ship at Georgetown Univer- -

sity’s Public Policy Institute.
Most nonprofit organi-

zations don't pay directors
- because compensation can
weaken objectivity and
hurt credibility, he said.
Two other experts —
Peggy Outen, executive
direttor of Robert Morris
University's Ba yer Center
for Nonprofit Manage-
ment, and Joseph Greiger,
executive director of the
Pennsylvania Association

" of Nonprofit Organizations

in Harrisburg — agree.

“Because they are in the
pay of the organizationg
.about whom they’re sup-
posed to be stewards, thejr
ability to be independent
overseers of the organiza.
tion is impaired,” Eisen.
berg said.

HIGHMARK - A6



counters that it is not a
ttional charity taking
tions and distributing
v for public good.
sman Michael Wein-
id because Highmark
tes with for-profit
mal insurance compit
which. like most cor-
gerations. pay board mem-
wers — it offers moneyv to
sTruct experienced business
Decile.
:hmark’s board compen-
o last vear ranged from
<35 for Dr. Calvin John-
state health secretary
ui-r former Gov. Ed Ren-
.. :nd chief medical officer
" MinSec Corrections Corp.,
0 sperator of private pris-
ms: to $110,075 for board
: man J. Robert Baum, a
wversity of Maryland asso-
te professor.
I'he Tribune-Review
ought comment from High-
aurk’s board members. They
teclined to comment or did
101 r21uUrn messages.
t3 crucial that we have a
qualified. diverse and
wiv=board of directors, and
L+ telieve it is important for
7 nourd members to be
< o mpensated for their
Clo-xpertizel” Weain-

e

o~ Teeted Dy

<L oas Ucharitable and

mark’s

Blue Cross directors

All four nonpraofit Blue Cross organizations in :
Pennsylvania compensate members of their boards of
directors. These figures show how much each organization
paid last year in total compensation and an average figure

povea ]

per board member:

bos

-

Blue Cross of Northeastern Pennsylvania — $1.07 million; v
15 directors, paid average of $71,594 each i
Capital Blue Cross — $1.20million; 16 directors, paid

average of $75,184 each

Highmark Inc. — $1.28 million; 20 directors, paid average

of $64,142 each

Independence Blue Cross —

average of $29,423 each

benchmarked against similar
companies. varies depending
on the director’s responsibil-
ities, Weinstein said. They
tvpically attend six one- to
two-day board meetings and
nine committee meetings a
year. He declined to estimate
the average hours that direc-
tors spend working for High-
mark.

Public outrage over execu-
tive and board compensation
by nonprotit health insurers
caused Massachusetts law-
makers to consider banning
the practice.

“There is no justification
for board members to be com-
pensated at the common-
wealth's four major not-for-
profit health” insurers,”

v General Martha

ross Blue Shield
:zetts and Fallon
Health m.:m:

$912,100; 31 directors, paid

5

X

Source: ﬂ:@c:m-zm&mi

y

!

iy

he said.

“Directors are paid what is
necessary to attract and
retain people with the unique
ability and experience neces-
sary to shape the strategic
direction of a $3 billion com-
pany, to assess its progress

toward strategic goals, and to- ]
mentor and hold accountable

the management of the com-
pany,” he said.

Blue Cross of Northeastern
Pennsylvania in Wilkes-
Barre spent more than $1 mil-
lion to compensate its board

last year, averaging more
than $71,000 for each of its 15 ~

directors. The organization

did not respond to requests .

for comment:

Independence Blue Cross -

spent $921,100, or an average
of 829,423 for each’ of its 31
members last year. Officials
with the Philadelphia insurer
declined to comment.

Outen, of RMU's Bayer Cen-
ter, said most large nonprofit
organizations don’t pay in
order to attract qualified
board members.

“I'm not particularly con-

TRIBUNER.

d gets premium pay

Highmark board compensation

Highmark and other Blue Cross companies in Pennsylvania pay their board members.
Below are Highmark’s 2010 board members, their profession and compensation.

Ml Gretchen F. Glen T. Meakem Victor A.
Robinson Venture capitalist Roque
Haggerty* $56,575 Former CEQ,
Chief financial Hill House
officer, U.S. Association
Steel Corp. $73,575
$69,075
William M. J. Robert Baum Yvonne
George University of Campos
Retired president, Maryland CEQ,
Pennsylvania associate Campos Inc.
AFL-CIO professor $51,075
$56,575 $10,075
Joseph C. David M. William E.
Guyaux i Matter Trueheart*
President, PNC Retired CEQ, CEO,
Financial Oxford' Achieving the
Services Group Development Dream Inc.
Inc. Co. $55,463
$63,575 $59,575
William J. Dr. Calvin B. Don P. Foster
Stallkamp* Johnson Partner,
Retired vice Chief medical Philadelphia
chairman, Mellon B officer of law firm
Financial Corp. MinSec $65,879
$80,463 1 Corrections

Corp. .

$23,955
Mark S. Kamlet- Y Rufus A. Susan W.
Provost, N8 Fulton Jr. Shoval
Carnegie Mellon Retired CEQ, President,
University Fulton \W Shoval
$48,075 ‘Financial Corp. Mw Enterprises_

$79,863 $57.575
Dr. Thomas J. Doris A. Carson Williams
Castellano CEQ, African American Chamber of

Castroenterologist

Commerce of Western Pennsylvania
$65,379

$65,575



iougnt comment from High-
nark’s board members, They
leclined to comment or did
10t return messages.

“Itis crucial that we have a
ully qualified, diverse and
ictive board of directors, and
ve believe it is important for
ur board members to be
airly cémpensated for their
ime and expertise,” Wein-
tein said.

Most nonprofit . groups
rganize as public charities
mder IRS code 501c3, which
llows them to collect tax-free
lonations. But Blue Cross
ompanies in Pennsylvania
re “nonprofit hospital plan
orporations,” created by
tate law as “charitable and

enevolent institutions,
xempt from taxation by the
ommonwealth and its polit-
:al subdivisions,” according
ythe state Insurance Depart-
lent. :

In exchange for state tax
emption, they must offer
1surance plans to Pennsyl-
inians and report “commu-
ity health reinvestment
:tivities,” the department
ud. The four Blue Cross
ympanies must pay federal
xes. .
Highmark pays property
Xes on buildings that it
vns, such as Fifth Avenue

ace, Downtown, and its for-

ofit subsidiaries pay local,
ate and federal income
xes, Weinstein said. Last
ar, Highmark paid a total of
out $260 million in taxes. It
ported net income of

52.5 million for 2010. Its sur-

1s: $3.7 billion.

3oard members’ pay,

wveauUu vudl'u LoInpensation
by nonprofit health insurers
caused Massachusetts law-
makers to consider banning

- the practice.

“There is no justification
for board members to be com-
pensated at the common-
wealth’s four major not-for-
profit health insurers,”
Attorney General Martha
Coakley said in April. She
estimated a typical director of
anonprofit insurer in Massa-
chusetts worked an average
three to four hotirs a week.

During an investigation of

- the four insurers,. Coakley

said, Blue Cross Blue Shield
of Massachusetts and Fallon
Community Health” Plan
agreed to quit paying direc-
tors. Two others, Harvard Pil-
grim Health Care and Tufts
Health Plan, still pay board
members. - c .

A spokeswoman with-the

Blue Cross and Blue Shield

Association in Washington

said the nation’s 39 Blue

Cross organizations are inde-
pendent and make decisions

Harrisburg-based Capital
Blue Cross, for example, paid
each of its 16 directors last

- people serve on

about whether to pay board.
‘members. ’

Blue Cross of Northeasterft
Pennsylvania in Wilkes:

. Barre spent more than $1 mil-

lion to compensate its board
last year, averaging more
than $71,000 for each of its 15
directors. The organization
~ did not respond to requests
for comment: - .
Indeperidence Blue Cross
- Spent $921,100, or an average
of $29,423 for each of itsi31
members last year. Officials
with the Philadelphia insurer
. declined to comment. ¢
O&g%mwmwmﬂmmu.
- ter,said most large nonprofit
_organizations don’t pay in
‘order .to attract qualified

- board members, © . . {
. “I'm not particularly ‘eon-

* viniced by that argument that -

they have to pay to get quality
people,” she said. “Plenty of
smart, experienced business
boards and
don’t get paid.” :

Many Pittsburgh-area non-

- profits do’t pay their boérds.
Board members for UPMC,

. theregion’s dominant health-

‘care provider, and its sepa-
rate insurance subsidiary

:~UPMC Health Plan aren’t

compensated, spokesman

- Paul Wood said. Neither are

-, the 19 members of West Penn

year an average $75,184 — up”" Allegheny Health System’s

37 percent over 2009 and the

- highest average in the state; * Sorice said.

Capital Blue Cross bases’
directors’ pay on compar-
isons with Blue Cross com-
panies around the nation,
spokesman Joseph Butera
said. Its compensation is
average among Blue Cross
companies and about one-
third of what for-profit com-
petitors pay board members,

board, spokeswoman Kelly
- . Highmark and West Penn
Allegheny have reached ver-
bal agreement on terms and
conditions of the insurer's
planned $475 million acquisi-
“tion of the region’s second-
largest hospital network.
The Pittsburgh Founda-
tion, with more than $820 mil-
lion in assets, does not pay

40 Stallkamp*

P4 Retired vice

Financial Corp.

S 550,463

Mark S. Kamlet

Provost,

, Carnegie Mellon
=4 | University

LI | $48,075

Dr. David A. Blandino

{ | Johnson

! Chief medical
M officer of
MinSec
Corrections
Corp.
$23,955

w23 Rufus A.

‘A4 Fulton Jr.
| Retired CEQ, -
-~ § | Fulton

Financial Corp.
$79,963

$65,575 -

Dr. John H. Damcott

John S. Cramer*
*NOLONCER ON BOARD

Source: Highmark inc.

Commerce of We

Retired president Pinnacle Health mmmﬁmB

law firm

$65,879

Susan W.
Shoval
President,
g Shoval
Enterprises

u‘w $57,575

Doris A. Carson Williams
CEO, African American Chamber of
stern Pennsylvania

Physician  $87,379
Retired dentist __ $49,575
$63,463

its 18-member board. But it
reimburses them for expenses
related to board service,
spokesman John Ellis said.
Nor do the University of
Pittsburgh and Carnegie Mel-
lon University, with respec-
tive annual budgets of nearly

$2 billion and $900 million, -

compensate trustees, officials
said.

Independent Sector, a Wash-
ington-based association for
nonprofit groups that created
a list of nonprofit manage-
ment principles, said board
members are expected to vol-

unteer. But if an organization
pays its board, it “should use
appropriate comparability
data to determine the amount
to be paid, document the deci-
sion, and provide full disclo-
sure to anyone.”

Greiger, of the Pennsylva-
nia Association of Nonprofit
Organizations in Harrisburg,
said he prefers to see board
members volunteer their serv-
ice so that nonprofits aren’t
criticized for behaving like
corporations.

That’s a charge Highmark
and UPMC face from patients

TRIBUNE-REVIEW

and lawmakers. A contract
stalemate between the two
nonprofits threatens to dis-
rupt patient access to doctors
and hospitals.

State Rep. Anthony DeLuca
recently called UPMC and
Highmark conglomerates that
should worry less about
money and more about “pro-
tecting patient health.”

Said Greiger: “The penalty
ends up being: *You don’t look
like a nonprofit anymore; why
should you be tax-exempt?”

Alex Nixon can be reacheo
atanixon@tribweb.com or 412-320-7928.
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