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Dear M. Sippel:

This letter responds to your request on behal f of
Nort hwest ern National Life Insurance Conpany ("NWL") for a
statenent, pursuant to the Departnent of Justice Business Review
Procedure, 28 CF.R 8 50.6, of the Departnent’s present
enforcenent intentions regarding NWL's proposal to provide
nmedi cal fraud detection services both to NNL and to ot her
entities. NWL currently maintains its own fraud detection unit,
call ed the Special Investigations Unit ("SIU"), which has
devel oped speci alized prograns and procedures for uncovering
medi cal claimfraud and abuse. NWL would offer its fraud
detection service, to be called the Integrity Plus Medical Fraud
and Abuse Detection Program to other insurers, health
mai nt enance organi zations, third party adm nistrators, self-
funded enpl oyer health plans, reinsurers, and simlar entities.

As we understand the information submtted with your
request, the SIU would be nmade into a separate section within
NVWAL' s enpl oyee benefits division. This section would provide
three basic types of service: first, it would provide training
and training manuals to clients’ clains processing personnel to
assist themin learning how to detect possible instances of fraud
and abuse; second, it would offer nedical fraud detection and
i nvestigation services, reviewng clains submtted to it for
i ndi cations of fraud, and providing information, wthout
recommendation, to its clients, who would then unilaterally
deci de whether or not to pay the clains; third, it would provide



access to historical data maintained by the SIU concerning

nmedi cal clainms practices of health care providers, including a
nati onal data bank containing information about false, inconplete
or msleading clains practices. The SIUs clients would be able
to access the databank by code nunbers corresponding to health
care practice patterns to identify health care providers they nmay
wish to nonitor nore carefully. The databank woul d be updated
with information frominvestigations conducted by the SIU for
other clients. Information about instances where indicators of
fraud or abuse are uncovered by the SIU woul d not be included in
the national data bank until after conpletion and resol ution of
each investigation. The SIU would provide service to NVAL’ s
claims processing unit in the same manner as to other third party
clients.

The Departnent woul d be concerned if the effect of the
proposed conduct were to increase the |ikelihood that horizontal
conpetitors could successfully collude, expressly or tacitly, on
prices by, for exanple, agreeing on how nuch they woul d reinburse
for a given procedure. A service that facilitated collective
action to affect prices would raise antitrust concerns. Those
concerns are not present in this situation, however, because NWL
has proposed safeguards to prevent the exchange of conpetitively
sensitive informati on anong NVAL, the SIU, and outside clients.
Except as described above in relation to the nmai ntenance of its
fraud and abuse dat abank, information obtained in the course of
reviewing clains for its clients would not be nade available to
NVWAL or to any other SIU clients. NWL woul d conti nue,
separately fromthe SIU, to process its own clains and to resol ve
its own disputes with health care providers, and woul d neither
share information with the SIU concerning current clains
di sputes, nor receive information fromthe SIU concerning clains
di sputes involving the SIUs other clients. As an SIU client,
NVWAL woul d receive information regardi ng i nstances of
i nvestigated potential nedical fraud and abuse. Finally, the SIU
woul d not act as a conduit for the flow of information on
di sputed cl aims or paynent practices between or anong its outside
clients.

NWANL has cited congressional estimates indicating that as
nmuch as 10% of the entire health care budget, or about $100
billion, is |lost each year to fraud and abuse. The proposed
activities of the SIU would help to reduce instances of nedical
fraud and abuse and thus could | ower health care costs. The SIU
will be conpensated, in part, based on the savings it achi eves by
detecting instances of fraud or abuse.

This letter expresses the Departnent’s current enforcenent

intention only. It applies only to the conduct described herein,
and not to any other use by NVWAL of the information obtained by
the SIUin its fraud investigations. |In accordance w th our

-



normal practice, the Departnent reserves the right to bring an
enforcenent action in the future if the actual operation of the
NWAL proposal proves anticonpetitive in purpose or effect.

This statenent of the Departnent’s enforcenent intentions is
made in accordance with the Departnment’s Busi ness Revi ew
Procedure, 28 CF.R 8 50.6, a copy of which is enclosed.

Pursuant to its terns, your business review request, as

suppl emrented, and this letter will be nade available to the
public i mediately. Any supporting docunents not deened
confidential pursuant to your request in accordance with

Par agraph 10(c) of the Business Review Procedure will be publicly
avai l able within 30 days of the date of this letter.

Si ncerely,
/sl

Anne K. Bi ngaman
Assi stant Attorney General



