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An excerpt regarding the Court Of Appeal, Third Circuit for the State of Louisiana affirmance of the trial court’s 
decision to grant summary judgment against First Health Group Corp., Inc. (a wholly-owned subsidiary of 
Coventry) for $262 million in previously-disclosed provider class action litigation in Louisiana state court. 
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 Legal Proceedings 
  
In the normal course of business, the Company has been named as a defendant in various legal actions such as 
actions seeking payments for claims denied by the Company, medical malpractice actions, employment related 
claims and other various claims seeking monetary damages. The claims are in various stages of proceedings and 
some may ultimately be brought to trial. Incidents occurring through December 31, 2009 may result in the 
assertion of additional claims. The Company maintains general liability, professional liability and employment 
practices liability insurances in amounts that it believes are appropriate, with varying deductibles for which it 
maintains reserves. The professional liability and employment practices liability insurances are carried through its 
captive subsidiary. Although the results of pending litigation are always uncertain, the Company does not believe 
the results of such actions currently threatened or pending, including those described below, will individually or 
in the aggregate, have a material adverse effect on its consolidated financial position or results of operations. 
  
The Company has received a subpoena from the U.S. Attorney for the District of Maryland, Northern Division, 
requesting information regarding the operational process for confirming Medicare eligibility for its Workers 
Compensation set-aside product. The Company is fully cooperating and is providing the requested information. 
The Company cannot predict what, if any, actions may be taken by the U.S. Attorney. However, based on the 
information known to date, the Company does not believe that the outcome of this inquiry will have a material 
adverse effect on its financial position or results of operations. 
  
First Health Group Corp, Inc. (“FHGC”), a subsidiary of the Company, is a party to various lawsuits filed in the 
state and federal courts of Louisiana involving disputes between providers and workers compensation payors who 
access FHGC’s contracts with these providers to reimburse them for services rendered to injured workers. FHGC 
has written contracts with providers in Louisiana which expressly state that the provider agrees to accept a 
specified discount off their billed charges for services rendered to injured workers. The discounted rate set forth in 
the FHGC provider contract is less than the reimbursement amount set forth in the Louisiana Workers 
Compensation Fee Schedule. For this reason, workers compensation insurers and third party administrators 
(“TPAs”) for employers who self insure worker compensation benefits, contract with FHGC to access the FHGC 
provider contracts. Thus, when a FHGC contracted provider renders services to an injured worker, the workers 
compensation insurer or the TPA reimburses the provider for those services in accordance with the discounted 
rate in the provider’s contract with FHGC. These workers compensation insurers and TPAs are referred to as 
“payors” in the FHGC provider contract and the contract expressly states that the discounted rate will apply to 
those payors who access the FHGC contract. Thus, the providers enter into these contracts with FHGC knowing 
that they will be paid the discounted rate by every payor who chooses to access the FHGC contract. So that its 



Posted as a courtesy of InsiderWorkersCompNY.Com 

contracted providers know which payors are accessing their contract, FHGC sends regular written notices to its 
contracted providers and maintains a provider website which lists each and every payor who is accessing the 
FHGC contract. 
  
Four providers who have contracts with FHGC filed a state court class action lawsuit against FHGC and certain 
payors alleging that FHGC violated Louisiana’s Any Willing Provider Act (the “Act”), which requires a payor 
accessing a preferred provider network contract to give a one time notice 30 days before that payor uses the 
discounted rate in the preferred provider network contract to pay the provider for services rendered to a member 
insured under that payor’s health benefit plan. These provider plaintiffs allege that the Any Willing Provider Act 
applies to medical bills for treatment rendered to injured workers and that the Act requires point of service written 
notice in the form of a benefit identification card. If a payor is found to have violated the Act’s notice provision, 
the court may assess up to $2,000 in damages for each instance when the provider was not given proper notice 
that a discounted rate would be used to pay for the services rendered. In response to the state court class action, 
FHGC and certain payors filed a suit in federal court against the same four provider plaintiffs in the state court 
class action seeking a declaratory judgment that FHGC’s contracts are valid and enforceable, that its contracts are 
not subject to the Any Willing Provider Act since that Act does not apply to medical services rendered to injured 
workers and that FHGC is exempt from the notice requirements of the Act because it has contracted directly with 
each provider in its network. The federal district court ruled in favor of FHGC and declared that its contracts are 
not subject to the Any Willing Provider Act, that FHGC was exempt from the Act’s notice provision because it 
contracted directly with the providers, and that FHGC’s contracts were valid and enforceable, i.e., the four 
provider plaintiffs were required to accept the discounted rate in accordance with the terms of their written 
contracts with FHGC. Despite the federal court’s decision, the provider plaintiffs continued to pursue their state 
court class action against FHGC and filed a motion for partial summary judgment seeking damages of $2,000 for 
each provider visit where the provider was not given a benefit identification card at the time the service was 
performed. In response to the motion for partial summary judgment filed in the state court action, FHGC obtained 
an order from the federal court which enjoined, barred and prevented any of the four provider plaintiffs or their 
counsel from pursuing any claim against FHGC before any court or tribunal arising under Louisiana’s Any 
Willing Provider Act. Despite the issuance of this federal court injunction, the provider plaintiffs and their 
counsel pursued their motion for partial summary judgment in the state court action. Before the state court held a 
hearing on the motion for partial summary judgment, FHGC moved to decertify the class on the basis that the four 
named provider plaintiffs had been enjoined by the federal court from pursuing their claims against FHGC. The 
state court denied the motion to decertify the class but did enter an order permitting FHGC to file an immediate 
appeal of the state court’s denial of the motion. Even though FHGC had filed its appeal and there were no class 
representatives since all four named plaintiffs had been enjoined from pursuing their claims against FHGC, the 
state court held a hearing and granted the plaintiffs’ motion for partial summary judgment. The trial court granted 
the motion despite the fact that (1) the court lacked jurisdiction due to the appeal filed by FHGC challenging the 
denial of its motion to decertify the class; (2) there were no named class representatives because all four named 
plaintiffs had been enjoined from pursuing their claims against FHGC; (3) none of the providers in the class ever 
submitted a claim for payment to FHGC and therefore FHGC never made any discounted payments to any of the 
providers in the class in the absence of notice; (4) FHGC has contracted directly with every provider in the class 
and therefore, under the Act’s express language, FHGC was exempt from giving notice under the Act; and (5) the 
claims of the provider plaintiffs are time barred. The amount of the partial judgment was for $262 million. FHGC 
has taken an appeal from the entry of that judgment seeking to vacate its entry as invalid as a matter of law and 
has also taken an appeal from the lower court’s denial of FHGC’s motion to decertify the class. FHGC will file a 
motion with the federal court for sanctions against the provider plaintiffs and their counsel for violating the 
injunction issued by the federal district court which barred and enjoined them from pursuing their claims against 
FHGC in the state court action. The Company believes that FHGC will be successful in its efforts to overturn the 
partial summary judgment, has accrued an adequate reserve for its potential exposure, and that the actions will not 
have a material adverse effect on its financial position or the results of operations. 
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In a related matter, FHGC has filed another lawsuit in Louisiana federal district court against 85 Louisiana 
providers seeking a declaratory judgment that its contracts are valid and enforceable, that its contracts are not 
subject to the Louisiana’s Any Willing Provider Act because its contracts pertain to payment for services rendered 
to injured workers, and FHGC is exempt from the notice provision of the Any Willing Provider Act because it has 
contracted directly with the providers. This lawsuit is assigned to the same federal district court judge who issued 
the decision and injunction in the lawsuit filed by FHGC against the four provider plaintiffs in the state court 
action. 
  
On September 3, 2009, a shareholder, who owns less than 5,000 shares, filed a putative securities class action 
against the Company and three of its current and former officers in the federal district court of Maryland. 
Subsequent to the filing of the complaint, three other shareholders and/or investor groups filed motions with the 
court for appointment as lead plaintiff and approval of selection of lead and liaison counsel. By agreement, the 
four shareholders submitted a stipulation to the court regarding appointment of lead plaintiff and approval of 
selection of lead and liaison counsel. In December, 2009, the court approved the stipulation and ordered the lead 
plaintiff to file a consolidated and amended complaint. To date, no consolidated and amended complaint has been 
filed.   The purported class period is February 9, 2007 to October 22, 2008. The complaint alleges that the 
Company’s public statements contained false, misleading and incomplete information regarding the Company’s 
profitability, particularly the profit margins for its Medicare PFFS products. The Company will vigorously defend 
against the allegations in the lawsuit. Although it cannot predict the outcome, the Company believes this lawsuit 
will not have a material adverse effect on its financial position or results of operations. 
  
  




