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INTRODUCTORY COMMENTS

Mr. Chairman and Members of the Subcommittee, dralb@f the dedicated professionals of
Humana Military Healthcare Services, Inc. (HMH®artk you for the opportunity to update the
Subcommittee on our efforts to provide accessdb fuality, affordable health services to the
military community under the TRICARE program. Qampany values the special trust the
Government has bestowed on us as a TRICARE partner.

As President and CEO of Humana Military Healthcaeevices, and as a TRICARE beneficiary
myself, | want to personally thank the Subcommifteats continued support of the Military
Health System (MHS). Delivering exceptional headite benefits under TRICARE is a complex
undertaking for everyone. Together with our Deperit of Defense (DoD) partners, we at
HMHS believe we are effectively and efficiently aidistering the TRICARE benefit that you
oversee.

COMPANY BACKGROUND

Humana Military Healthcare Services (HMHS) is a Wjiowned subsidiary of Humana Inc.,
one of the nation’s largest health benefit compmni®ur subsidiary was formed in 1993 to
deliver military health solutions. We were awaraed first TRICARE contract in 1995, and we
began serving military beneficiaries in 1996.

Today, under contract with DoD, our company prosidapport for approximately 2.8 million
TRICARE-eligible beneficiaries in DoD’s South Regiof the United States. The South Region
includes the states of Georgia, Florida, South IZepAlabama, Louisiana, Mississippi,
Arkansas, and Oklahoma, as well as most of Tenaess# the majority of Texas. Our company
is made up of more than 1,500 employees, many ohwéwre beneficiaries of the MHS. We
provide services in 70 TRICARE Service Centers (JBCated throughout the South Region.

Further, as part of our South Region contract, rea@sponsible for processing all claims for
TRICARE services rendered outside the United Stafés also administer the Continued Health
Care Benefits Program (CHCBP). Supporting us @s¢hendeavors, is an exceptional team of
partners, including: PGBA, LLC of Columbia, So@hrolina (for domestic claim processing);
Wisconsin Physicians Service Insurance CorporgidRS) of Madison, Wisconsin (for foreign
claim processing); ValueOptions, Inc. of Norfolkirdinia (for behavioral health services); and
BlueCross BlueShield of South Carolina (for operadiin the State of South Carolina). As a
team, we have more than eleven years of TRICAREr@pce.

Under separate contracts, Humana Military Health&ervices also furnishes limited TRICARE
support for active duty members and their familieghe Commonwealth of Puerto Rico. In
addition, we provide patient appointing servicasseveral military treatment facilities (MTF)
including: Keesler Air Force Base, MississippiytHBragg, North Carolina; Wright-Patterson
Air Force Base, Ohio; Fort Carson, Colorado; thé&s¢hStates Air Force Academy, Colorado;
Peterson Air Force Base, Colorado; and Barksdalé-@éiice Base, Louisiana.
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As we begin our fourth year of the five-year SoR#gion contract, we believe we are
contributing to the overall success of the TRICAREgram. Today, | would like to focus on
four areas in which we are adding value to the bedeHealth Program (DHP): (1) cost control;
(2) clinical quality; (3) access to care; and (dhéficiary service. My perspectives on these
important subjects follow below.

COST CONTROL

As TRICARE partners, we understand the need torebcsts and to ensure maximum value
for taxpayers. With healthcare costs continuousing across the country, it is appropriate for
DoD and Congress to seek opportunities to providECRRE services in the most cost-effective
manner possible. Within that context, | thougmight be helpful to provide the Subcommittee
some examples of measures we have collaboratiakéntwith DoD to control TRICARE
spending.

a. Provider Network ExpansionSince contracted healthcare providers normaligato
accept discounted reimbursement for their servioesding a robust provider network
is an essential cost control strategy. | am pkkéseeport that our South Region
TRICARE provider network is both comprehensive gralwing. To illustrate, on
November 1, 2004 (when we began full operatiom&é$outh Region), our network of
contracted hospitals, physicians and other heatifepsionals was made up of just over
43,000 providers. Today, our network consistslofiB2 providers — a 42 percent
increase in just over two years — and last montay @9 percent odill claims submitted
were paid to network providers. We calculate thatsavings to the Government from
our discounted arrangements exceeds $175 millionadly.

b. MTE Optimization Fully utilizing MTFs and MTF personnel is anatligay in which
we help our DoD partners to control healthcare dpgn Collectively, we call our
efforts “MTF Optimization” and we are proud of quogress in this regard. One
“Optimization” approach involves the placement wfl@n providers and support
personnel into military facilities. |1 am happyr&port that, in the past year, we saw an
increase of 75 percent in such arrangements, gdtaalthcare cost savings of more
than $7 million annually. Another “Optimizationdal — called “External Resource
Sharing” — allows military providers to deliver eaio TRICARE beneficiaries in
civilian network facilities. Last year, our ExtairResource Sharing efforts yielded an
additional $3.9 million in savings.

c. Case Managementndividually managing the healthcare serviceglezed to the most
complex patients helps to ensure cost-effectivgh lquality outcomesCase
management savings are achieved in several waghsding the individual negotiation
of reimbursement rates for costly services suchigé-dollar durable medical
equipment; inpatient rehabilitation; long-term aca#re; pediatric bone marrow
transplantation; hourly nursing; and care rendénetighly specialized non-network
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providers. Last year, we realized more than $%ianisavings from case management
interventions

d. Disease ManagemenManagement of patients with specific diseaspsesents
another way in which costs can be controlled wéitheultaneously enhancing the
quality of healthcare services. Under our Sout§i®Re TRICARE contract, patients
with chronic heart disease have long been eligiblearticipate in our disease
management program. As of early February 200@tah of 2,700 patients were
enrolled in our chronic heart disease program. ififpact on cost and utilization has
been significant. For example, last year we detnates] an overall 9.4 percent
decrease in annual inpatient days/per 1,000 paatits; among those most at risk,
inpatient days decreased 45 percent. At the samee émergency room visits
decreased 8.4 percent for beneficiaries who agtjpeitticipated in the program. Such
results reduced costs by millions of dollars.

Last year, the Government added asthma as a sappnoved disease management
program. Today, approximately 5,600 patients arelled in our asthma disease
management program. It is too early to accuratelgulate the financial effects of this
program, but we are confident they will be subsghnt

e. Program Integrity Identification of potential fraud is an importalement of our cost
control effort. To that end, our company has bednemely active in reporting
potential cases of fraud and abuse to the Govermnexst year, we reported 64
instances of questionable services claimed in wldomestic and overseas
environments to the TRICARE Management Activity (AM As part of our ongoing
auditing efforts, we also seek to identify duplecataims for the same services.
Through the continuous dedicated efforts of ouigPam Integrity team, we achieved
more than $5 million in savings through duplicalsm reviews and recoupments.

Finally, we employ commercially-available claim taly software to identify
inappropriate claim submission practices. Last,y@a estimate these tools yielded
savings of more than $44 million.

f. Electronic Claims Congress has long expressed a desire to inclieaselume of
TRICARE claims processed electronically. | amglaied to report that our company
has achieved remarkable growth in the number aftElaic Media Claims (EMC). In
January 2005, 49 percent of the claims submittedupynetwork and non-network
providers were filed electronically. By Januar¥Z0the percentage had grownto 73
percent — a 24-point increase over a two-year geri®ased on our claim volume in the
South Region, this increase in EMC represents act@h of the Government’s claim
processing costs equal to approximately $9 milpenyear.

g. Promoting the TRICARE Mail Order Program (TMOP)hough pharmacy service is
no longer a part of our contractual responsibilitge, at HMHS recognize that pharmacy
is the most rapidly increasing component of expeavitd@n the MHS. We also
understand that it is much more cost-effectivertvigle pharmacy service through the
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mail order system than in the retail setting. Efare, when TMA asked us to actively
promote beneficiary use of TMOP, we gladly agreedd so at no cost. I'm pleased
to report that our multi-channel communication eédave been very effective. To
illustrate, TMOP usage in the South Region grewnoye than 25 percent in the past
twelve months, to approximately 125,000 unique sisés of January 2007, the South
Region continued to lead the nation in TMOP usadle more than 40 percent of the
unique users in the nation.

Looking ahead, we will continue to strive for aduiial opportunities to generate cost savings in
the delivery of high quality services. Our contravides an effective incentive for us to do so,
and as partners with the Government, we feel aigatiyn to ensure that the TRICARE program
is using taxpayer dollars wisely.

CLINICAL QUALITY

Over the years, Humana Military Healthcare Servieesbeen committed to providing the
highest possible quality of health services toTReCARE beneficiaries we serve. Especially at
this time of war, we believe this commitment idical to the success of our nation. Today, |
would like to share several indicators, and actiwadhave taken to ensure the delivery of high
guality clinical services to those we serve.

a. Program Accreditation Since becoming a TRICARE contractor, we havéinely
sought outside validation that our policies, praced, and services meet or exceed
best industry practices. Today, | am pleasedpontehat we have received impartial
outside evaluations of several of our programs ftéiRRAC (formerly the Utilization
Review Accreditation Commission), one of the nasdeading organizations
dedicated to healthcare quality assurance. Wetlyrcarry URAC accreditation
for our programs in: (1) Utilization Management) (Betwork Management
(including Provider Credentialing); (3) Case Managet and Disease Management;
and (4) HIPAA (Health Insurance Portability and Aaatability Act of 1996)

Privacy. URAC accreditation demonstrates that WwdMHS are delivering
appropriate standards of care, that patients amwviag their due process through our
appeal procedures, and thaalthcare information is being handled in a caariichl
and appropriate manner. It also ensures thatrpatadety is a priority in all of our
operations.

b. Clinical Quality Reporting Objective evaluation of outcomes is also a Keynent
for ensuring the delivery of high quality healttdamellness services. To that end,
our company recently studied 2005 healthcare outsdior South Region TRICARE
beneficiaries. We published the results of oudgin a document titledMapping
the Patient Experience — Humana MilitaryCdinical Quality Report Card.”
Measurement methodologies, benchmarks and goaésaeeuired from respected
sources including the National Committee for Qyalissurance (NCQA), the
Agency for Healthcare Research and Quality (AHRQ} Healthy People 2010.
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Our Report Cardaddresses 25 separate indicators across 7 doafdiegalthcare
guality in the purchased care environment: (1y&mgve Services and Wellness —
use of screenings to identify diseases that befnefit early detection; (2) Mental
Health; (3) Living with lliness — provision of bgstactice, evidence-based care to
persons with chronic diseases; (4) Patient SafedySelected Procedure Utilization;
(5) Provider Network — the numbers, distributiond @uality of providers available
to beneficiaries; (6) Cost of Care — controllinghle plan costs within budget; and
(7) Customer Service — meeting service standardsatisfying beneficiaries.

Overall, HMHS compared favorably with acceptedorai standards for indicators
measured in thReport Card Specific results appear below.

Number of Better Results Worse
Domain Metrics Than As Than
Expected | Expected | Expected
Preventive Services and Wellness 4 - 4 -
Mental Health 2 - 2 -
Living with lliness 7 1 5 1
Patient Safety & Procedure Utilizatign 8 6 1 1
Provider Network 1 1 - -
Cost of Care 1 1 - -
Customer Service 2 1 1 -
TOTAL 25 10 13 2

Figure 1 — 2005 HMHS Health Care Quality Report €&esults in Purchased Care Sector

As noted, two measures fell below expectationsdasenational benchmarks: (1)
our screening of diabetic patients for kidney déssedid not meet national standards;
and (2) our rate of hysterectomies in the Southmgiser than the nationwide norm.
In response to these shortcomings, we mailed rearsnidr kidney screening to
selected physicians and patients, and we are ingrieng a clinical study to explore
possible interventions to influence our rate oftbgsctomies.

Notwithstanding these two outliers, we are pleasitd the results to date, and we
will continue to measure and intervene where ineida

c. Disease ManagementAs noted above, disease management progranisavara
significant impact on controlling costs. Such peogs also enhance the delivery of
high quality clinical services. Our first prografacusing on patients with a history
of heart disease — the nation’s leading cause athde began nearly two years ago,
and currently serves nearly 2,700 beneficiarieghatdirection of the TRICARE
Management Activity, we implemented a disease mamagt program for
asthmatics about seven months ago. In asfeoyt timeframe, we were able to target
and enroll over 5,600 people into the asthma pragrBoth programs teach patients
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how to live healthy lifestyles, and they providetmapants medical guidance from
registered nurses. Our nurses provide realistidsgor each patient with appropriate
follow-up, and they facilitate physician appointritewhen necessary.

Our data demonstrate that active participatiom@sé programs assists beneficiaries
and providers with the management of patient desa&or example, among
participants in our heart disease program, we baeemented an 11 percent increase
in the use of ACE inhibitors and beta blockers. rétwer, 75 percent of smokers in
the program who set goals to reduce or quit smokag succeeded.

We have also seen a high degree of acceptanceatisid&ion among program
participants. Beneficiary feedback indicates 9 @et of a recent sample expressed
satisfaction with the information provided to the@®eventy-nine percent of those
enrolled in the programs indicate their healthustdtas improved. Seventy-eight
percent felt their quality of life had improved stnenrolling in a disease management
program and 89 percent indicated they would bangilto participate in other disease
management programs if offered.

With the obvious success of these programs, HMHGldwvidke to expand our disease
management offerings to include other clinical abods. We are anticipating new
programs coming on-line this year as a result efiélgislative language in the 2007
National Defense Authorization Act, requiring Do®dffer additional disease
management programs for diabetes, caratennic obstructive pulmonary disease,
and depression/anxiety disorders. We stand reaohgglement these much needed
programs when directed to do so by DoD.

d. Case ManagemeniHumana Military Healthcare Services also prosidase
management services on a variety of clinical néedparticipants of special
programs. The focus of case management is to espaameficiaries and families to
actively participate in their own care. Fully sopjing the case management process,
HMHS has established and maintains a regional sysfecase management that
ensures the coordinated delivery of quality and-edfective services, with primary
emphasis on patients with medically complex coadgiand a high potential for
extraordinary costs. Helping beneficiaries and fesigain a greater understanding
of their conditions enables them to make informediglons and engages them in the
planning and delivery of their care. At the sameef our case managers provide
personalized attention to beneficiaries’ particuaeds and assist them in dealing
with the complexities of the healthcare delivergtsyn.

HMHS provides education, assistance, and coordinati care to selected TRICARE
beneficiaries and their health care professiongs. example, upon entering the case
management program, we mail a packet to the beasfithat contains a welcome
letter introducing the beneficiary to the case ng@naresource information, and a
document explaining the beneficiary’s rights angponsibilities. This activity
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improves access to resources and cost-effectieation of appropriate military and
community health and health-related resources andcses.

e. Post Traumatic Stress Disorder (PTSDke Americans everywhere, all of us at
HMHS have become aware of the special impactseo@lobal War on Terror on
returning service members. Our valued partnem&@ptions, has focused on the
need for assisting those who may be suffering iRar8D — either diagnosed or
undiagnosed. ValueOptions is acutely aware ofrtbeased incidence of PTSD
symptoms of returning service members and has tdiesfollowing steps to address
this issue.

1) In 2005, we sent a detailed educational sumnmaali behavioral health
providers discussing the prevalence of PTSD, tipdiagnosing the
condition, and treatment recommendations.

2) In February 2007, we sent a revised summary toigeos supplying
additional information on PTSD such as the peraggntd behavioral health
issues in service members returning from Iraq afgh@nistan; the
paradigm of looking at post traumatic stress; andwa treatment being
pioneered in San Diego regarding virtual realitp@sure in the treatment of
PTSD.

3) We are working collaboratively with our partner,li¥a Options, to provide
educational materials to primary care physiciamsised on screening for
PTSD in the primary care setting.

4) The HMHS website has been enhanced to include &doaématerials,
tools and tests on PTSD and other behavioral heakHactors and issues
that can be accessed from one’s home.

5) In the spring of 2006, weintly distributed a brochure to over 32,000
activated National Guardsmen and Reservists exptansk factors for
PTSD, depression, substance abuse, etc. Howegdrave not seen any
significant change in behavior based on this oatrea

In addition to the above focus, ValueOptions enagas providers, through
Primary Care Manager (PCM) education and providaiings to educate family
members of returning veterans on signs and symptonatch for as soldiers
transition back to their pre-combat life.

f. Transparency Finally, | would be remiss if | didn’'t discussirowork to support the
Presidential Executive Order on Transparency. ugust 2006, the President issued
Executive Order 13410, which directs federal hepithgrams, like TRICARE, to
promote transparency regarding healthcare qualiypaice, and make relevant
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information available to beneficiaries, enrolleasd providers.We are currently
developing two strategies to help the MHS fulfilig directive. First, users of our on-
line provider locator will see information on howopiders compare regarding the cost
for certain episodes of care, clinical quality ssuand compliance with TRICARE
administrative requirements. And second, to helpeficiaries evaluate inpatient care,
we plan to make quality information about hospitalailable through our website.

In sum, we believe we are having a positive impacthe quality of clinical services being
provided to TRICARE beneficiaries throughout theithoRegion. We look forward to
additional advances in the future.

ACCESSTO CARE

Unlike other TRICARE Regions, we offer TRICARE Pearto any beneficiary who resides in
the South. This means that we have committed itdibg a network of contracted TRICARE
providers to meet the access needs of TRICARE Pemnellees who live in both urban and
rural areas. In so doing, we have enhanced aéweal beneficiaries, including those who have
chosen to use the TRICARE Extra and TRICARE Stah8anefits.

To illustrate, today there are approximately 77lionl people who reside in the South Region.
Of those, approximately 2.8 million (or 3.7% of tia¢al population) are eligible for TRICARE.
On a state-by-state basis, the breakdown is asnfsll

TOTAL
STATE POPULATION TRICARE TRICARE
(2004 USCENSUS)| ELIGIBLES [PERCENT OF TOTAL
ALABAMA 4,530,182 151,124 3.3%
ARKANSAS 2,752,629 92,246 3.3%
FLORIDA 17,397,161 760,270 4.3%
GEORGIA 8,829,383 396,400 4.4%
LOUISIANA 4,515,770 129,974 2.8%
MISSISSIPPI 2,902,966 123,711 4.2%
OKLAHOMA 3,523,553 140,170 3.9%
SOUTH CAROLINA 4,198,068 226,039 5.3%
TENNESSEE 5,900,962 118,483 2.0%
TEXAS 22,490,022 686,454 3.0%
GRAND TOTAL 77,040,696 2,824,871 3.7%

Figure 2 — South Region Population

At the same time, there are slightly more than @8Q Jicensed practicing providers in the South
Region. Of those, about 61,000 (or approximat@Bb4f the total) are part of our TRICARE
network of contracted providers. Again, a statestate breakdown may provide some insight:
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LICENSED HMHSNETWORK|PERCENT OF
STATE PRACTICING (MD, DO, PSYCH) TOTAL
PROVIDERS
ALABAMA 9,746 3,480 36%
ARKANSAS 5,405 2,962 55%
FLORIDA 38,216 13,991 37%
GEORGIA 16,483 7,642 46%
LOUISIANA 10,963 3,797 35%
MISSISSIPPI 5,074 2,234 44%
OKLAHOMA 6,888 3,792 55%
SOUTH CAROLINA 8,974 2,415 27%
TENNESSEE 13,960 6,238 45%
TEXAS 35,681 14,621 41%
GRAND TOTAL 151,390 61,172 42%

Figure 3 — South Region Provider Data

When we overlay the two elements, the followingspective emerges:

TRICARE
Eligibles
3.70%
TRICARE
Network
42%

Non-Network
Providers
58%

Total
Population
96.30%

Figure 4 — South Region Network in Perspective

In sum, we believe our provider network offers gaadess for all beneficiary categories —
TRICARE Prime, TRICARE Extra, and TRICARE Standalite.

However, we also recognize that some beneficiavikexercise their right to go outside of our
network. In such cases, we try to ensure that la@g access to non-network providers who
participatein TRICARE — that is they will agree to see TRICRARatients and file their claims,
but without agreeing to discount their reimbursetadéelow the maximums allowed by the
TRICARE program. We do not know all the reasony sdime providers refuse to see
TRICARE beneficiaries, and we do not know how maatually do so. However, what we do
know is that approximately 139,000 providers (an@&l®2% of all licensed practicing providers
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in the 10-state South Region) have seen a TRICA&Eficiary and submitted a claim on their
behalf during the past year.

To be sure, there are some areas within the ScedioR that are medically underserved, and as
a result, access to medical services is very lomit€hese areas are very challenging for us, and
they sometimes lead to a perception of a lack oéss for our beneficiaries. Currently, there are
no TRICARE Prime enrollees, and only 24 TRICAREWriIRemote beneficiaries out of 1.4

million TRICARE Prime enrollees who are currentbt mssigned to a contracted network PCM.

Additionally, the recent Government Accountabilidyfice (GAO) Report issued in December
2006 onAccess to Care for Beneficiaries Who Have Not Bedah TRICARE Managed Care
Optionstates on the Highlights page, “. . . that acceg®nerally sufficient for non-enrolled
beneficiaries.” It also says, “Throughout the ¢ghregions, about 16 percent of non-enrolled
TRICARE beneficiaries reside outside of the Prineevige Area (PSA). Because the South
Region has extensive PSAs, no TRICARE beneficidniesin locations without a civilian
provider network.”*

We are well aware of the need for behavioral heatdttess — particularly in light of the increased
demand for such services brought about by the GlMaa on Terror — and the Subcommittee’s
concern for this matter. The data are positiveugfin certainly there is room for improvement.

According to the Center for the Study of Traum&iicess, nearly 31%f National Guardsmen
and Reservists returning from active duty oversigdoyment are doing so with warning signs
for several behavioral health disorders, includiigSD and depression.This continues to be a
rising concern for our men and women of the arnoedefs, and a focal point for us.

In December 2006, our partner, ValueOptions, preditestimony to the DoD Task Force on
Mental Health. During this session, the ValueOiogpresentative noted that the use of
behavioral health services in the South Regioncbasinued to increase since 2002.
Fortunately, network access has remained highmMftovember 2005 to November 2006,
reimbursement for 90 percent of behavioral healpaiient admissions and 87 percent of
behavioral health outpatient services (includinghanaged visits) was made to network
providers, while 96 percent of all referrals werad® to either MTFs or the network. Not only
has network utilization been high, but beneficisutiave hadonvenienticcess to at least three
hospitals within 40.3 miles and three providerdwmit8.7 miles. Again, we recognize that there
are some remote locations within the South Rediahd¢ontain few TRICARE-certified
providers, and that can result in a beneficiaryif@to further, or experience a delay in
scheduling an appointment. Nonetheless, thess areaninimal and when identified are
aggressively pursued for network development bypawiners at ValueOptions.

! Staff Writer, “Access to Care for Beneficiaries WHave Not Enrolled in TRICARE’s Managed Care
Option.” GAO Report, December 2006 Summary ppg 1.

2 Staff Writer, "Mental lllnesses Appear Common Amdvieterans Returning From Iraq and Afghanistan.”
Archives Internal Medicine, Spring 2007; 167:47648
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In sum, these indicators reflect excellent acoespitility healthcare services for beneficiaries in
the South Region. Notwithstanding the successdat® however, we continue to expand our
network coverage to meet the special needs of RIEARE population we serve.

BENEFICIARY SERVICE

Throughout our history, Humana Military Healthc&®rvices and our subcontracting partners
have been customer-centric organizations. Statgul\s we strive to provide excellent service
to all TRICARE beneficiaries. Depicted in the dhaelow is a small sample of the service
metrics that we continuously and carefully monitor.

Service Metric Standard Mar 06 Jun 06 Sep 06 Dec 06
Phone Answered in 30 Sec. 95.00% 99.00% 98.97% 96.24% 98.94%
Initial Call Resolution 80.00% 97.42% 97.35% 97.36% 97.08%
E}i’fﬁn’iiﬁﬁ{g"\fvzitcﬁgtsr —1ess | 1600.00% | 99.93% 99.93% 99.90% 99.97%
?g‘étg;i Correspondence replyin | gz 99.74% 99.81% 99.86% 99.72%
Eggjoglgtigtfnpgzcaef”g 80.00% | 100.00% 100.00% 100.00% 100.00%
F'\)/'rf)‘i'g:;ezr'i‘r’: fgg‘y‘;r'za“ons 90.00% 98.63% 98.41% 100.00% 97.95%
Referrals Processed in 2 days 85.00% 99.37% 99.10% 99.37% 99.44%
tF;]eer%e&Losf Leeftev[/rc?rllf OMTFsor | 96 5004 97.69% 98.02% 97.07% 97.49%
Claims processed in 30 days 97.50% 99.95% 99.98% 99.96% 99.97%

Figure 5 — Selected South Region 2006 CustomeicBdrevels

We are proud of our ability to provide these highels of performance, and we continue to look
for opportunities to improve the experience of TRRE beneficiaries.

We believe our high levels of operational perforo@have translated into positive attitudes
from the TRICARE beneficiaries we serve. Our wiebseeks to obtain voluntary feedback by
posing several questions. Feedback on one qud$timould recommend my TRICARE health
plan to a friend) seems particularly illuminating. On a scale ¢fStrongly Disagree”) to 5
(“Strongly Agree”), overall results have been cetently high as reflected in the following
graph:
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| would recommend my TRICARE health plan to a friend.
By Program Type and Health Delivery
(scale: 1 strongly disagree - 5 strongly agree)
5.00

4.50 4

4.00 EQWW*

3.50 4

3.00

2.50 4

2.00

1.50 A

1.00

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
—&— Prime / Civilian 3.97 3.93 4.05 3.87 4.00 3.99 4.03 4.06 4.12 4.08 4.01 4.15
—— Prime / Military 3.81 3.84 3.93 3.76 3.77 4.00 3.73 3.93 4.04 3.88 3.93 3.97
—#— Standard Combined | 3.97 3.99 3.87 3.95 3.86 3.69 3.71 3.86 4.03 4.05 4.09 4.08

Figure 6 — 2006 South Region Beneficiary Feedback

In summary, we believe we are providing high lewelservice across the entire spectrum of
beneficiary interaction — as required by the Gomernt under the terms of our South Region
TRICARE contract — and as we are committed to dgujport of this most deserving
population. Inturn, these performance levels haeteled positive feedback from those we
serve. Notwithstanding our successes, we are cttethdas a company to continuously
improving the level of services — just as the Cesgrhas repeatedly encouraged us to do in the
past.

CONCLUSION

As | believe the foregoing statement illustrateslialy, we are delivering on the original
objectives of the TRICARE program when it was elsthbd more than 15 years ago. We have
implemented a multitude of industry best practicekelp control costs, and enhanced the
clinical quality of services delivered to militabgneficiaries throughout the South Region. At
the same time, we have expanded access to caak T&RICARE beneficiaries, and we believe
our operational service levels are unequaled angavinethe United States.

Achieving these results has required a total teffonten the part of all TRICARE stakeholders.
Earlier, | noted the HMHS team, including our parsiat PGBA LLC, BlueCross BlueShield of
South Carolina, Value Options, Inc., and Wiscofduysicians Service Insurance Corporation. |
am convinced that there is no finer group of induptofessionals collaboratively working to
ensure service excellence on all levels.
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At the same time, | would like to personally commhéine Department of Defense for the
leadership provided to us on a daily basis. Iti@aar, | respectfully call the Subcommittee’s
attention to the staff of the TRICARE Managementivity under the skilled leadership of
Major General Elder Granger, MC, USA, as well asdkdicated members of the TRICARE
Regional Office-South, professionally led by Mr.ddael Gill, SES. Collectively, these
exceptional public servants have challenged thbéss o industry to provide “world class”
healthcare support service to members of the myltammunity. Under their stewardship, |
believe we are doing so.

In conclusion, please allow me to also thank you, Ghairman, and the Subcommittee for the
guidance and leadership you have provided, asagdbr the opportunity to submit my
testimony for the record. The health and wellredssur military personnel — and their families —
is essential to the success of our nation. We fookard to working with the Subcommittee and
with the entire Congress to achieve even greatmress in the future.

| stand ready to answer any questions you may have.
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DAVID J. BAKER
President and Chief Executive Officer,
Humana Military Healthcare Services (HMHS)

Mr. Baker serves as President and Chief Executive Officer of Humana Military
Healthcare Services, Inc. of Louisville, Kentucky.

Following a distinguished active duty career of 27 years in the United States Air Force
Medical Service Corps, Mr. Baker joined Humana Military Healthcare Services as the
Region 3 Executive Director in 1996. In this capacity, he was responsible for all HMHS
field operations in Georgia, Florida, and South Carolina. In 1999, he became the Chief
Operating Officer, and in January 2000, he assumed his current position.

Mr. Baker holds a Masters Degree in Business Administration (with a concentration in
Health and Hospital Administration) from the University of Florida and a Bachelors of
Science Degree in Business Administration from the University of Maryland. He is also
a graduate of the Executive Program in Health Care Management of The Ohio State
University. While on active duty, Mr. Baker completed the Interagency Institute for
Federal Health Care Executives, Air War College, Air Command and Staff College, and
Squadron Officer School.

Raised in an Air Force family, Mr. Baker is the only TRICARE CEO who is a life-long
beneficiary of the military health system.
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