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I write in response to the Committee on Oversight and Government Reform's (the 
Committee) December 3, 2015 letter seeking information and documents from Oracle as pa.ct of 
the Committee's oversight of the Patient Protection and Affordable Care Act (ACA), and in 
particular, the State of Oregon's us~ of federal funds to create its own state-based health 
insurance exchange (HIX). 

Oracle is producing 824 documents today in response to the Committee's document 
requests. In addition to that production, this letter provides background and context for 
understanding the State's mismanagement of the project to build the HIX, and the State's 
subsequent efforts to place the blame for that project's difficulties on Oracle. Substantial 
evidence shows that Oregon shut down the HIX project and sued Oracle, not to achieve the 
objectives of the ACA, but because former Governor John Kitzhaber and his campaign 
consultants believed he needed to deflect blame for problems with the HIX that were 
compromising his re-election efforts. 

Oregon's conduct precludes it from serving as a responsible steward of the $300 million 
in federal grant funds it received under the ACA and, by extension, from pursuing a recovery of 
those funds from Oracle for multiple reasons. First, Kitzhaber and his campaign consultants 
supplanted the federal grantee, Cover Oregon, deciding to discard the Oregon HIX and sue 
Oracle for political motives. The campaign consultants, with the Governor' s knowledge and 
approval, took control of decision-making at Cover Oregon, an independent public corporation 
meant to be governed by an executive director at the direction of an independent board of 
directors; engineered a plan to have Cover Oregon terminate the HIX; and embarked on a public 
relations campaign to blame Oracle for the project's purported failure. As the capstone of the 
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public relations campaign, Oregon sued Oracle and several of its managerial employees 
personally to recover for itself the federal funds that the State and Cover Oregon had used to pay 
Oracle for its work. And by continuing to prosecute the lawsuit against Oracle, Oregon's 
leadership is attempting to avoid political accountability for the fate of the HIX and evade any 
potential liability to the federal government for having mismanaged the HIX project. 

Second, Oregon knowingly misrepresented the status of the HIX to HHS in order to . . 
secure federal funds . In August 2013, in a mandatory report submitted to HHS to secure 
continued funding for the HIX, the;Oregon Health Authority (OHA) falsely informed HHS that it 
had "successfully delivered a functional [HIX] to Cover Oregon" four months earlier. 1 Oregon 
did not believe this statement to be true at the time and still considers it to be false. The OHA 
report was a term of the grant and was a necessary part of securing any additional grant funding. 
In other words, OHA knowingly lied in order to procure federal grant funds . And by falsely 
reporting that it had delivered a functional exchange to Cover Oregon, Oregon not only lied 
about its actual accomplishments, but it withheld the reasons for schedule "slippage" and the 
"[p ]roblems, delays, or adverse conditions which . . . materially impair[ ed] the ability to meet the 
objective of the award."2 That is, Oregon failed to inform HHS of its own, now well
documented mismanagement of the HIX project. 

Third, Oregon failed to fulfill its federally-mandated responsibility to track the use of 
federal funds and to ensure that ACA grant funds were not used on other projects. The HIX 
project was funded by grants disbursed under the ACA. But at the same time that Oregon was 
building a state-based HIX, it was also engaged in the "modernization project" to modernize its 
information technology system.s for social services, including its technology for online Medicaid 
eligibility determinations and enrollments.3 The modernization project was funde·d, in part, by 
federal reimbursements under the Medicaid program. ACA grant funds could be spent only on 
the development of the HIX and common technical infrastructure.4 Moreover, HHS regulations 
required Oregon to conduct an audit to ensure that ACA grant funds were not being misused, 5 

but Oregon does not appear to have ever performed such an audit. Indeed, a Portland-based 
news network reported in February 2014 that it had tried and failed to obtain a copy of an audit 
ostensibly prepared by the Oregon Secretary of State (SOS) in order to comply with that HHS 
requirement. 6 

In fact, it appears that Oregon did not maintain the legally-required division between the 
different sources of federal funding. Instead, it commingled funds it received from HHS to build 
the exchange with funds allocated to support the modernization project (and thus subject to 
reimbursement under the Medicaid). The State's Quality Assurance vendor, Maximus, 

1 
Department of Human Services and Oregon Health Authority, DHS Modernization Project: Implementation 

tjdvanced Planning Document Annual Update, at 5 (Aug. 20, 2013) (Attached as Exhibit 1). 
- See 45 C.F.R. § 92.40(d)(I). . . 
3 

The State's vision was to build a "no wrong door'' website that would allow consumers to access the insurance 
exchange, the Medicaid program, and other social services, all through the same website. 
4 

Center for Medicare & Medicaid Studies, Supplemental Guidance on Cost Allocation for Exchange and Medicaid 
Information Technology (IT) Systems: Questions and Answers, at 3-4 (Oct. 5, 2012); see 2 C.F.R. Part 225, App. A. 
5 31 U.S.C. § 7502(a); 45 C.F.R. § 92.26(a). 
6 

Duty Lane, Cover Oregon collapse: The mystery of the missing audit, KA TU.com (Feb. 13, 2014; updated June 
13, 2014). 
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repeatedly warned that the State's purchase orders to Oracle did not follow accepted contractual 
and accounting practices because the work being requested went beyond the scope of the HIX. 
For instance, Max:imus stated, " [W]ork cannot be readily mapped to the project work plan or 
schedule .... [T]hese POs include work beyond the scope of the HIX-IT project."7 While a 
report prepared by Oregon suggests that there was a SOS audit that found "everything in order" 
in regard to the Oracle contract, 8 the chief SOS auditor has since admitted that "there is no audit 
that would substantiate the statement that 'a SOS audit found everything in order.' We have not 
conducted any audits of procurement or accounting practices related to the DHS/OHA Oracle 
contract. "9 ·· · 

For all these reasons, Oregon is in no position to be prosecuting its current case against 
Oracle. Oregon's conduct creates conflicts of interest that make the State an inappropriate party 
to lead any lawsuit that seeks to recover federally granted funds in connection with the HIX 
project. Given Oregon's own mismanagement of federal funds and its deep conflicts of interest 
in pursuing the lawsuit against Oracle, Oracle recently asked the Secretary of HHS to exercise 
her mandatory duty under the ACA to monitor the integrity and performance of states that 
receive federal grant funds for the purpose of establishing state-based exchanges. Specifically, 
Oracle asked the Secretary to investigate all work Oregon and its subgrantees and contractors, 
including Oracle, performed on the Oregon HIX project in order to determine what liabilities 
involving federal funds, if any, have arisen from the project. Oracle is confident that its work 
met federal standards and cost principles and that its representations were truthful. 

Oracle appreciates the Committee's interest in this matter and welcomes the opportunity 
to assist the Committee in its efforts to better understand Oregon's mismanagement of federal 
funds. 

BACKGROUND ON THE HIX AND MODERNIZATION PROJECTS 

After passage of the Affordable Care Act (ACA), Oregon chose to develop its own, state
based health insurance exchange supported by a state-built website, in order to fulfill its ACA 
obligations. Together, the Oregon Health Authority and Cover Oregon-the two entities 
responsible for building the HIX website-received a total of more than $300 million dollars in 
federal grant money to pay for its development. At the same time, Oregon was also engaged in a 
project to modernize its healthcare and other social services information technology systems, 
including its technology for online Medicaid eligibility determinations and enrollments (the 
modernization project). 

OHA and later Cover Oregon licensed Oracle's technology and contracted for Oracle's 
assistance with these two sizable projects on a "time and materials" basis. Consistent with its 
contracts with both Oregon entities, Oracle worked in a supporting role at the direction of CHA 
and Cover Oregon officials. Initially, Oracle worked for OHA, which had received a $48.1 
million "early innovator" grant to create the Oregon HIX, though Cover Oregon was also 

7 
See, e.g., Maximus, QA Status and Improvement Report HIX-IT, at 17 (Jan. 10, 2013) (Attached as Exhibit 2). 

8 Untitled Document, Recommendation in Response to Issue #6, at Page 4, available at 
http://katubim.s3.amazonaws.com/022 l 13-HIX%20Program%20Issues%20Matrix-2 _ 21- 1.pdf (Attached as Exhibit 
3). 
9 Lane, Cover Oregon collapse: The mystery of the missing audit. 
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involved in the effort. OHA was also leading the modernization project, which was being paid 
for in large part with federal Medicaid funds. OHA transferred the HIX proj.ect to Cover Oregon 
in the spring of 2013, when OHA had expended the last of its grant money-the original $48.1 
million plus a supplemental grant of $11 . 8 million of federal funds-without completing the 
HIX. Cover Oregon oversaw the HIX project from that point on, receiving more than $244 
million in additional federal grant funds to pay for further development of the Oregon HIX. 

From the beginning, both the HIX and modernization projects were plagued with 
problems: they were too ambitious, poorly planned, and badly mismanaged by state employees 
with seemingly little to no experience managing complex IT projects. As a result,. the Oregon 
HIX fell behind schedule and, ultimately, was not fully functional by the federally reqttired 
October 1, 2013 "go-live" date. 

Oracle helped Cover Oregon make critical components of the Oregon HIX functional in 
the ensuing months, allowing hundreds of thousands of Oregonians to be emolled, and the HIX 
website was ready to be rolled out to the public in February 2014. Cover Oregon nevertheless 
decided to abandon the project in its in entirety on April 25, 2014, deciding to switch to the 
federal exchange. This decision, subsequent reporting and fact development has revealed, was 
made for political reasons by a small group of campaign advisors to then-Governor John 
Kitzhaber. These political advisors had no formal role with Cover Oregon-an independent 
public corporation, intentionally structured in a manner intended to keep it free of political 
interference. Cover Oregon was established under Oregon Revised Statute, ORS§ 741 as an 
independent public corporation meant to be governed under the supervision of an executive 
director and at the direction of a board of directors. The statute did not provide the Governor 
with any role or responsibility related to Cover Oregon in terms of governance or decision
making. But Kitzhaber's campaign advisors nevertheless directed the decision to abandon the 
Oregon HIX and transition to the federal exchange in an effort to shift the blame for the HIX' s 
failure to achieve its deadline onto Oracle and away from Cover Oregon, the State, and the 
Governor himself as he fought for re-election. 

FAILURE To HIRE A SYSTEMS INTEGRATOR 

One of the first decisions OHA made-a decision later adopted by Cover Oregon-was 
disastrous for the HIX and modernization projects. It is standard industry practice on large IT 
projects to hire an outside vendor to serve as the "systems integrator"-the entity that serves as 
both architect and "prime" or general contractor to lead the project. The State correctly 
anticipated the need for a systems integrator early on and even drafted a Request for Proposal in 
2011 to solicit bids from third parties to serve in that role. In the end, however, OHA elected to 
serve as its own systems integrator, installing policy advisors to lead the complex technology 
project, rather than experienced IT professionals. When the HIX project transitioned from OHA 
to Cover Oregon in early 2013, Cover Oregon also chose not to employ an experienced systems 
integrator. 

It is not genuinely in dispute that Oregon filled the role of systems integrator. As First 
Data, the firm that Kitzhaber hand-picked in 2013 to assess the projects ' failings, succinctly put 
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it, "Oracle was not in the role of system integrator on this project."1° CMS confirmed in a 
February 2014 report entitled Technical Assistance Report for Oregon Health Insurance 
Marketplace, "Oregon chose to act as its own system integrator and partnered with Oracle to 
develop their solution in June 2011."11 

Because Oregon served as its own systems integrator, Oregon was in the leadership, 
decision-making, and managerial role. Oracle had absolutely no role in determining the project's 
scope. Oracle's contracts were clear,that its role was to "assist" OHA and Cover Oregon and 
work "at the direction" of OHA-and Cover Oregon employees on a "time and materials basis." 
The architecture of the system, the key specifications, the workflow, and the system design was 
controlled by OHA and Cover Oregon. Further, OHA or Cover Oregon management were 
responsible for the day-to-day management including, most importantly, the schedule for 
development and the discipline around system and design changes. 

The State's Quality Assurance vendor, Maximus, raised concerns early on about the risks 
of the State's decision to proceed with the project while acting as its own systems integrator. 
Maximus's Initial Risk Assessment Report from November 3, 2011, contains multiple warnings 
about the high risk of Oregon's proposed approach: 

• "This new multi-vendor approach will require the State to act as the Prime 
Contractor and assume more of the overall project risk."12 

• "The requirements of the project will be extensive and expected to change 
throughout the development of the project. Managing these requirements 
across. three organizations and, depending on the final approach to a 
Configuration and Solution Integrator procurement, three key vendors is a 
risk."13 

• "If the State is to take on more responsibility with respect to being the prime 
contractor it will need to ensure it has a comprehensive plan for managing the 
security of the project strategically, tactically, and operationally."14 

• "If ... the State places itself in a role of Prime Contractor managing multiple 
contractors it must deploy the needed managerial resources, state of the art 
tools (such as requirements management tools, etc.) and maintain a 
commitment to its role."15 

Despite these warnings, OHA and, later, Cover Oregon moved forward with their 
decision to serve as the systems integrator themselves, and they did so throughout the life of the 
HIX and modernization projects. The decision proved fateful. First Data, in its report on the 
failings of the projects, concludes, "[T]he decision to not use an overall system integrator for the 

1° First Data, Cover Oregon Website inplementation Assessment: Assessment Report, at 6 (Apr. 23, 2014), available 
at http://www.oregon.gov/das/docs/co _ assessment.pdf [hereinafter, First Data Report] (Attached as Exhibit 4). 
11 

Center for Medicare & Medicaid Services, Technical Assistance Report For: Oregon Health Insurance 
Marketplace, at 3 (Feb. 27, 2014) (emphasis added), available at 
h)tp :/ /media.oregonlive.com/health _ impact/ other/FFRDC%2 0Report-%20Oregon. pdf (Attached as Exhibit 5). 
12 

Maximus, Oregon HIX-IT Initial Risk Assessment Report, at 9 (Nov. 3, 2011) [hereinafter, Maximus Initial Risk 
Assessment] (Attached as Exhibit 6). 
13 Id at 10. 
14 Id at 21. 
15 Id at 37. 
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project departs from best practices. This decision created a lack of accountability on the project. 
It contributed to a lack of scope control, a delay in requirements definition, and unrealistic 
delivery expectations." 16 

No matter how politically expedient it may seem to blame a large out-of-state technology 
vendor, the Kitzhaber administration cannot escape the fact that at no point (contractually or 
otherwise) was Oracle responsible for the project's delivery, timely or otherwise. Rather, blame 
rests with the State's leadership who chose to manage the complex IT project themselves. 

FAIL URE TO DEFINE AND FINALIZE SCOPE AND REQUIREMENTS 

As First Data noted in its report, two of the major problems in the State's management of 
the projects were "a lack of scope control [and] a delay in requirements definition."17 From the 
outset, Oregon pursued an overly ambitious project scope agenda that went well beyond the 
implementation of a state-based HIX under the ACA. Oregon envisioned a full modernization of 
its health and social services IT infrastructure combined with a "no wrong door" delivery 
approach, meaning that anyone in Oregon seeking healthcare or social services would be directed 
to the appropriate state services regardless of the initial point of contact. Kitzhaber himself 
admitted after the fact, "We had a very inspirational but, as it turns out, unrealistic project."18 

Oregon further compromised the HIX project by constantly changing and redefining and 
delivering late the specific requirements-the rules that the system would adhere to in order to 
meet Cover Oregon's objectives and satisfy its regulatory obligations in launching the HIX: The 
requirements_ dictated how the technology needed to be configured by Oracle and other vendors 
working on the projects. State personnel did not follow their own standard processes for 
submitting change requests to alter the scope and requirements of the project. Constant changes 
led to duplicative work that delayed completion dates of certain project components and 
ultimately threatened the final delivery date of October 1, 2013. 

Recognizing this issue, Cover Oregon even called for a freeze on changes to requirements 
in mid-July 2013. But even after that, Cover Oregon ignored its own call for a freeze and 
continued to redefine requirements up to and after the original October 1 deadline. 

FAIL URE TO HEED EARLY WARNINGS 

Throughout the HIX and modernization projects, from its initial report in November 2011 
through the period running up to the ACA's October 1, 2013 deadline, Maximus provided 
consistent, detailed, and dire warnings about the state of the project and the likelihood of failure. 
These warnings were consistently ignored by those managing the project within OHA and Cover 
Oregon and by those with oversighfresponsibility, including Kitzhaber. 

For example, Maximus warned in its November 2011 Initial Risk Assessment, "At this 
time, the overall project is facing significant risks, including lack of complete detailed 

16 First Data Report, at 6 (Attached as Exhibit 4). 
11 Id 
18 

Dusty Lane, Cover Oregon director Goldberg resigns; Governor releases investigation findings, KATU.com 
(Mar. 20, 2014) (emphasis added). 
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requirements, incomplete scope definition, and an undefined schedule .. .. " 19 In March 2012, 
Maximus wrote in its Updated Initial Risk Assessment, 

While the high-level scope has been approved . . . , there remain areas where 
minimal progress has taken place. Primarily, requirements at an adequate level of 
accuracy and detail to support the approved scope are not complete. And, 
communication among various groups in order to finalize · and approve 
requirements needs clarification and management. 20 

Maximus concluded, "After one year .. . , the lack of a well documented, industry standard, 
detailed set of business requirements, approved by the customer, is a major risk to the success of 
the project."

21 
Later in 2012, Maximus began to prepare monthly "QA Status and Improvement" 

reports. Starting in June 2012, Maximus includes in these reports its observation that business 
requirements are still not defined: 

Requirements definition is ongoing but is not yet at an adequate level of accuracy 
and detail to support the intended scope. In addition, the finalization and approval 
process for requirements and design specification clarification and management 
has not been completely defined.22 

This specific observation is included in each monthly report through December 2012, and the 
broader point that the State continued to fail in locking down requirements appears in Maxim us' s 
"Monthly Quality Status" reports throughout 2013 as well. As late as Maximus's August 2013 
report (dated September 13, 2013--"--eighteen days before the go-live deadline), Maximus warns, 
"Scope identified for the first release is still considered large for the amount of time left until 
launch .... "

23 
These warnings, and the State's failure to respond to them, contributed to 

Maximus consistently rating the status of the overall project as "red" or "high risk." 

Those responsible for overseeing the project ignored the Maximus reports and warnings. 
Incredibly, Kitzhaber claimed in a January 2014 interview that he was not even aware of the 
problems with the HIX website until after Cover Oregon missed the go-live date.24 Kitzhaber, 
though, had been receiving the Maximus reports that emphasized the exact concerns that led to 
the failure to meet the go-live date for more than two years. 

POLITICAL DECISION To DISCARD A FULL y FUNCTIONAL mx 

The HIX website did not publicly launch in October 2013, but the Oracle-built 
technology was nevertheless used to sign up hundreds of thousands of Oregonians for health 
insurance and Medicaid during that first ACA enrollment period. Oregon used a hybrid process 
to enroll people in qualified health plan (QHP) and Medicaid/Oregon Health Plan (OHP). In a 
majority of cases, State personnel worked with consumers to complete paper and on-line 

19 
Maximus Initial Risk Assessment, at 9 (Attached as Exhibit 6). 

20 
Maximus, Updated Oregon HIX-IT Initial Risk Assessment Report, at 3 (Mar. 7, 2012) (Attached as Exhibit 7). 

21 Id. at 94. 
22 

Maximus, QA Status and Improvement Report HIX-IT, at 6 (June 27, 2012) (Attached as Exhibit 8). 
23 

Maximus, Oregon Health Insurance Exchange Corporation (ORHJX) I Cover Oregon (CO) Monthly Quality 
Status Report: August 2013, at 38 (Sept. 13, 2013) (Attached as Exhibit 9). 
24 

Dusty Lane, Paging Dr. Kitzhaber: What did Gov. know about Cover Oregon collapse?, K.ATU.com, (Jan. 30, 
2014; updated June 25, 2014). 
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applications and then used the core components of the technology, to which Oracle had devoted 
massive resources in order for it to be functional by the enrollment period, to process those 
applications. With Oracle's support, Cover Oregon was able to launch critical elements of the 
HIX technology solution in late 2013 and succeeded in enrolling more than 430,000 Oregonians 
in QHPs and OHPs using this process. Indeed, at a Cover Oregon Board meeting in November 
2013, the state exchange' s top technology officer stated that Cover Oregon was "very close;' to _a 
functional system; it was, in fact, a. "beautiful system" that was "not at a core level, · · · 
architecturally broken. "25 

At the same time that Cover Oregon was using the Oracle-built technology to process 
QHP and OHP applications, Oracle was hard at work to enable a public launch of the website. 
By February 2014, at about the same time technical issues with the federal governrnent's 
Healthcare.gov system began to be resolved, Oregon's public-facing web portal for its HIX was 
ready to be rolled out to the public. Oracle had helped Cover Oregon create a functional self
service web portal that would enable customers to shop for and purchase insurance online. 
Bruce Goldberg, Cover Oregon's acting Executive Director, told Kitzhaber on February 27, 2014 
that Cover Oregon believed the system could "function with a 90+ percent accuracy for 90-95 
percent of the population."26 Cover Oregon officials assured Oracle that it was committed to 
launching the HIX and, in late February 2014, provided Oracle with a revised schedule for a 
spring 2014 rollout. 

No one from Cover Oregon, OHA, or Kitzhaber's administration ever evaluated the 
system they had procured.27 In.February 2014, Cover Oregon commissioned Deloitte to assess 
Cover Oregon's various "policy alternatives" for the following year, notwithstanding the fact 
that Deloitte was inherently conflicted as the vendor most likely to be awarded the work if the 
HIX ultimately transitioned to the federal exchange. Among other options, Deloitte considered 
what it would take to keep the Oracle-built technology while bringing in another vendor to 
implement it. Deloitte's initial estimate for this option-without having conducted a meaningful 
review of the Oracle technology itself.-was $25.5 million.28 According to newspaper reports 
just two months later, however, Deloitte's estimate ballooned to $78 million.29 But Deloitte 
never updated its February report, or issued any other report that included its supposed $78 
million estimate. And the sudden increase, coupled with the likelihood that Deloitte itself was 
likely to secure additional work to transition the State to the federal exchange, should have been 
recognized for the conflict it was. It was not. In April 2014, at the direction ofKitzhaber's staff 
and campaign consultants, Cover Oregon decided that it would not pursue any option that 
involved retaining the Oracle-built technology and would instead default to the federal exchange 
for the next year's enrollment period. In so doing, the State abandoned a system it took more 

25 Video from Cover Oregon Board Meeting (Nov. 14, 2013), available at 
h~s:/ /www.youtube.com/watch?v=QltdxeKh2Gk. 
26 

E-mail from Bruce Goldberg to John Kitzhaber, "I[T] info you wanted," (Feb. 27, 2014) (Attached as Exhibit IO). 
27 

Additionally, no independent evaluation of the system as it existed in February 2014 was conducted by HHS or 
CMS. 
28 

Deloitte Development, Policy Alternative Assessment: Preliminary Report, at 9 (Feb. 10, 2014) (Attached as 
Exhibit 11 ). 
29 

Nick Budnick, Multiple reports suggest Cover Oregon move to federal health insurance exchange a done deal, 
The Oregonian (Apr. 25, 2014; updated Apr. 26, 2014). 
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than $300 million in federal money to build and which was in fact operational. The transition 
itself to the federal exchange cost taxpayers an additional projected $41 million.30 

The decision to abandon Oracle and revert to the federal exchange was not based on any 
assessment of the state of the technology. Rather, it was based on polling information and a 
political calculus suggesting that Kitzhaber's re-election chances had taken a serious hit from the 
fallout over Cover Oregon's failure to launch the HIX website in October 2013. Reversing that 
political liability, in the view ofK.itzhaber and his campaign advisors, required shifting the blame 
to Oracle. To effectuate that objective, a small group of Kitzhaber's staff and campaign advisors 
determined that Cover Oregon should abandon the technology in favor of reverting to the federal 
exchange. 

Patty Wentz, the Communications Director at OHA, articulated the strategy in the 
starkest terms in a confrontation with OHA's Chief Information Officer at the time, Carolyn 
Lawson. In an effort to get her to play along with the Kitzhaber team's strategy to blame Oracle, 
Wentz told Lawson: "Somebody has to be held to blame for this-it's going to be Rocky [King, 
former-Executive Director of Cover Oregon,] or it's going to be Oracle, or it's going to be you. 
We want it to be Oracle, but it can be you if you want."31 When Lawson refused to play ball, her 
boss, Tina Edlund, came to her and said, "You will be resigning today. It's going to be for 
personal reasons. "32 

While OHA purged staff who would not join the campaign to blame Oracle, Patricia 
McCaig, a longtime political ·advisor to K.itzhaber and an unofficial campaign consultant, 
assembled a team that would provide "more accountability and follow-thru [sic] from the 
campaign and some specific, intensive management of the Cover Oregon issues. "33 On February 
16, 2014, McCaig wrote to K.itzhaber that while "being mindful of not putting too much on 
paper," she wanted to put together an org chart--<leemed the "SWAT Team" that was "a 
combined team of both public and private resources."34 Beginning that month, McCaig-along 
with other campaign staffers Kevin Looper and Mark Wiener; Scott Nelson and Tim Raphael, 
who had both recently left the Governor's Office to work for the campaign; Mike Bonetto, 
K.itzhaber' s chief of staff; and Nkenge Harmon-Johnson and Wentz, Communications Directors 
for the Governor's Office and OHA, respectively-with the approval ofKitzhaber, 
'"orchestrated' the decision to shut down the beleaguered Cover Oregon technology project and 
use the federal version instead."35 

According to reporting from the Willamette Week, "By March 2014, emails show, 
McCaig was in full control of Cover_ Oregon. She routinely advocated keeping key details 

~
0 

Stephanie Armour, Five States' Health-Care Exchanges See Costly Fixes, The Wall Street Journal (June 3, 2014). 
01 

Jeff Manning, Cover Oregon: Carolyn Lawson considers suing state, cites "systematic pattern of defaming," The 
Oregonian (Mar. 17, 2014). 
32 Id. 
33 

E-mail from Patricia McCaig to John Kitzhaber and Cylvia Hayes, "A temporary plan?" (Feb. 8, 2014) (Attached 
as Exhibit 12); see also Nigel Jaquiss, Kitzhaber 's Secret Weapon, Willamette Week (Feb. 24, 2015; updated Oct. 
)2, 2015). 
"

4 
E-mail from Patricia McCaig to John Kitzhaber and Mike Bonetto, "Comments?" (Feb. 16, 2014) (Attached as 

Exhibit 13); see also Jaquiss, Kitzhaber 's Secret Weapon. 
35 

Nick Budnick, Kitzhaber inserted re-election consultants into state business over Cover Oregon's fate, documents 
show, The Oregonian (Nov. 14, 2014). 
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concealed from the public."

36 
On April 3, 2014, this Committee held a hearing entitled 

"Examining Obamacare's Problem-Filled State Exchanges." Bruce Goldberg, Cover Oregon's 
Executive Director, was to testify, but Greg Van Pelt-listed as "Advisor to the Governor," not a 
Cover Oregon official-instead testified in his place, and provided written testimony drafted by 
Kitzhaber's staff and campaign consultants.37 In contrast to Oregon, each of the other five 
witnesses at the h~aring held a leadership position in their respective state exchange. Also in 
April, McCaig emailed Kitzhaber with an eight-step plan for managing the decision to abandon 
the Oracle-built technology- a decision that was being portrayed publicly as though it were 
being made by the Cover Oregon board of directors. As McCaig wrote, however, "Regardless, 
the Cover Oregon Board would hear and accept the federal exchange recommendation ... . "38 

Kitzhaber's involvement was so egregious that one Cover Oregon board member actually 
resigned as a result, telling the board's chair that "the board simply is acting as a public pass 
through of decisions already made at the state agency level or by the governor's advisors."39 

At the same time that they were orchestrating the decision to abandon the exchange, 
Kitzhaber's campaign advisors were advocating for "going 'after"' Oracle.40 They advised the 
Governor to take a firm public stand for Cover Oregon to sever ties with Oracle and effectively 
squelched Cover Oregon's efforts to resolve State debts to Oracle of over $60 million for 
uncompensated work. To amplify the spin that Oracle was at fault, they also vigorously 
advocated suing Oracle. In March 2014, several days after they circulated a communications 
plan that contemplated filing suit, the Governor announced that he had· · directed both the 
Attorney General· and outside counsel to pursue "the full range of legal avenues and options" 

. 0 1 4 1 agamst rac e. · · 

Publicly available emails show that the Governor's consultants continued to 
communicate about going after Oracle, telling the Governor at one point, "We need to show the 
taxpayers that we are going after the money. It doesn't really matter if it is $200 million or 40, 
or how many people enrolled, until we make it clear that we're going after the money. . . . Our 
goal between now and November is to keep moving forward, lead the way step by step out of 
this . . .. It is all about offense."42 Eight days later, the Governor's lead campaign staffer-again, 
not a government employee-drafted a letter for the Governor's signature asking the Attorney 
General to "immediately initiate legal action" against Oracle.43 The next day, the Governor 
returned his edits to the campaign staff er for review and, once she approved, sent the letter to the 
Attorney General. The campaign staffer, meanwhile, directed the Governor's chief of staff and 

36 Jaquiss, Kitzhaber 's Secret Weapon. 
37 

E-mail from Nkenge Harmon-Johnson to Tim Raphael, "PDF of final testimony Congressional sub-comte 
hearing," (Apr. 2, 2014) (Attached as Exhibit 14) 
38 

E-mail from Patricia McCaig to John Kitzhaber, "Update," (Apr. 9, 2014) (Attached as Exhibit 15); see also 
Jaquiss, Kitzhaber's Secret Weapon. 
39 

E-mail from Gretchen Peterson to Liz Baxter, "Fwd: COVER OREGON: Deloitte Contract," (May 15, 2014) 
£Attached as Exhibit 16). 
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E-mail from Patricia McCaig to John Kitzhaber, "Re: Thoughts from Earnest [sic] Shackleton," (Apr. 7, 2014) 
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Governor John A. Kitzhaber, News Release, "Governor Kitzhaber Releases First Data Report, Announces Actions 
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E-mail from Patricia McCaig to John Kitzhaber, "Re: Cover Oregon messaging," (May 19, 2014) (Attached as 
Exhibit 19). 
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E-mail from Patricia McCaig to Jan Murdock, copying John Kitzhaber, "Confidential - for Governor Kitzhaber," 
(May 27, 2014) (Attached as Exhibit 20); see also Jaquiss, Kitzhaber 's Secret Weapon. 
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general counsel to coordinate with the Attorney General's office on legal action against Oracle.44 

The same day, both the Governor's general counsel and retained outside counsel sent Oracle 
letters threatening legal action. When the press response to the letter to the Attorney General 
appeared positive, the Governor's lead campaign staffer was gleeful: "Headlines coming in are 
all good! ... We've got another.first:·*** First in the country to sue Oracle!"45 

As with Carolyn Lawson at OHA, dissenters from this orchestrated attack on Oracle were 
pushed out. Harmon-Johnson expressed concerns about what she saw as "blurred lines." For 
that, she was ostracized: 

During my tenure, I was adamant that the governor's office and his closest 
advisers not blur the lines between state interest and other matters. My concern 
was seen as disloyalty. I was viewed as an outsider who did not understand the 
way that they did business. I was told that as long as things were good it did not 
matter whether things were right. 46 

The heavy involvement of Kitzhaber and his campaign advisors in the decision to 
abandon the Oracle-built technology, as part of a broader effort to shift blame away from the 
Governor and toward Oracle, illustrates the political purpose of that decision. McCaig, for 
instance-who admitted in an early e-mail to Kitzhaber, "I ... barely know enough about the 
topic" of the exchange47-was not concerned with providing Oregon the best option for meeting 
its ACA obligations; her only motivation was securing re-election of her friend and boss, the 
Governor. Cover Oregon and the relevant State agencies simply acquiesced, allowing politics to 
drive the decision to abandon a functioning HIX solution that had cost $300 million in federal 
grant funds to build. 

INDEPENDENT ASSESSMENTS 

As discussed, it was clear from the Maximus reports that the HIX and modernization 
projects were in trouble, largely because of OHA and Cover Oregon's inability to manage the 
projects effectively. Two independent assessments, both commissioned by the State, came to the 
same conclusion. First Data's April 2014 report was, in the words of the Oregonian, "highly 
critical of the state's work on the project."48 Meanwhile, the report prepared by Cover Oregon 
Interim Director Clyde Hamstreet was so critical of the State that the State instructed Hamstreet 
not to finalize it-requesting that he provide only an oral report of his findings-and fought the 
press to withhold even the draft report from release to the public.49 · 

44 
E-mail from Patricia McCaig to John Kitzhaber, copying Mike Bonetto and Tim Raphael, "Re: <no subject>," 
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First Data Assessment Report 

The First Data report presents an unvarnished critique of OHA and Cover Oregon as the 
entities primarily responsible for the failure of the HIX website to achieve it deadlines. As 
discussed above, First Data highlighted the State's decision to serve itself in the role of systems 
integrator as a departure from industry best practices, which "created a lack of accountability on 
the project [and] contributed to a lack of scope control, a delay in requirements definition, and 
unrealistic delivery expectations."50 

First Data also noted the tense relationship between OHA and Cover Oregon, and cited 
that as a cause of problems with the HIX and modernization projects. First Data reported that 
there were "different, and sometimes competing, priorities" between Cover Oregon and OHA, 
and that interactions between the teams were characterized as "lobbing rocks over the fence in a 
defensive, accusatory and inaccurate way."51 The consequence of this bureaucratic infighting, 
according to First Data, was that the two "disparate entities did not always function as a cohesive 
unit" and so "the project seemed to lack a consistent, cohesive enterprise approach to managing 
the project" and to "lack ... authoritative direction."52 First Data concluded, "[T]he lack of a 
single point of authority slowed the decision making process and contributed to inconsistent 

· · ,,53 commurucat10n . . . . 

A sobered Kitzhaber ultimately acknowledged the criticisms of the First Data report. He 
stated at the time of the report's release, "We have made mistakes and we will learn from it."54 

Hamstreet Report 

Clyde Hamstreet, a "turnaround artist" and principal ofHamstreet & Associates, a 
Portland consulting firm, was brought in to serve as the interim director of Cover Oregon in 
April 2014, after Kitzhaber had, in quick succession, fired both Rocky King and Bruce Goldberg 
from the position. As part of that engagement, Hamstreet was to prepare a report. However, no 
final report was ever delivered. The Oregonian reported in October 2014, after Hamstreet had 
left Cover Oregon, "[D]ocuments and interviews show that officials asked [Hamstreet] not to 
deliver the written report he was contractually bound to produce, apparently thinking it would 
then remain a secret."55 Rather than finalize his report, Hamstreet was asked to deliver his 
findings orally to Aaron Patnode, the incoming director of Cover Oregon. Patnode was joined, 
by phone, by Kitzhaber aide Sean Kolmer, two Cover Oregon board members, and Deputy 
Attorney General Fred Boss from the Oregon Department of Justice. 

Cover Oregon and the State then tried to resist public records requests from the 
Oregonian despite their possession of a draft version of the Hamstreet report and an associated 
PowerPoint slide presentation. Despite their best efforts to keep the Hamstreet report under 
wraps, the State ultimately relented and produced the report to the Oregonian and to subsequent 
public records requesters. The frank, critical assessment of Cover Oregon and the State in 

5° First Data Report, at 6 (Attached as Exhibit 4). 
51 Id. at 2, 50. 
52 Id. at 2-3 . 
53 Id. at 3. 
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Hamstreet' s draft report makes immediately clear why the State was so eager to bury it. 
Hamstreet writes, , 

Rarely if ever in my experience as a turnaround professional have I encountered 
so dysfunctional a leadership and management situation. Several executives and 
managers held positions they did not have the experience or ability to handle and 
were consequently failing. There was little accountability among management. 
High level objectives were not aligned and executives were frequently at odds 
with one another, at times displaying unprofessional conduct such as territorial 
behavior, open hostility, and use of strong profanities in verbal communications.56 

The slide deck paints Cover Oregon and the State in no better light. The slides highlight 
examples of the "Dysfunctional Management" of the HIX and modernization projects, including: 

• Lack of experience or ability; 
• Little accountability; 
• Disagreement over high-level objectives; 
• Unprofessional conduct; 
• Ill-will and poor cooperation between C[over] O[regon] and OHA; 
• Unclear lines of authority; 
• Poor communication; 
• Inadequate or missing policies and procedures in important areas; and 
• Ad hoc decision-making with little support or documentation. 57 

Hamstreet's findings confirm the observations of First Data, as well as the warnings 
Maximus gave during the life of the projects, and Oracle's own observations. Together, they tell 
a story of an OHA and Cover Oregon that were unprepared to take on the responsibility of 
managing a large scale IT project, failed to follow proper program management principles, 
changed course constantly, were susceptible to petty infighting, and behaved unprofessionally. 
All of these third parties agree that the responsibility for the failure of the HIX and 
modernization projects lay with the State. 

* * * * * 

Oregon failed in its ambitious attempt to establish a single technology solution to meet its 
commitments and obligations under the ACA, Medicaid, and other social welfare programs. 
That failure was caused by the State's decision to go against best practices and act as the systems 
integrator on the HIX and modernization projects, dysfunction at OHA and Cover Oregon, and 
those entities' failure to define the projects' scope and requirements, despite years of pointed 
warnings that the failure to do so put the projects at great risk. 

When the State's mismanagement of the HIX and modernization projects resulted in the 
failure to go live by the October 2013 deadline, Governor Kitzhaber and his campaign advisors 
needed someone to blame. They settled on Oracle, and made important decisions about the 

56 
Memorandum from Clyde Hamstreet to Aaron Patnode, "Overview of Hamstreet Cover Oregon engagement and 

recommendations," at 1 (Aug. 29, 2014) (Attached as Exhibit 23). 
57 

Hamstreet & Associates, Cover Oregon Final Report, at Slide 4 (Sept. 29, 2014) (Attached as Exhibit 24). 
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future of Cover Oregon and the Oregon HIX based on political expediency. Kitzhaber and his 
political advisors orchestrated the abandonment of the exchange and, with it, the Oracle-built 
technology, a system which was used to sign up hundreds of thousands of Oregonians and which 
could have been launched to the public in February 2014. All the while, every independent 
assessment commissioned by the State confirmed that the State, not Oracle, was to blame for any 
failure. 

Oregon received over $300 million in federal money to build a healthcare exchange and 
then abandoned it for political reasons. The poor decision making, incompetent management, 
and political meddling exhibited by the State make the waste of federal money all the more 
galling. 

We appreciate the opportunity to assist the Committee in its efforts to get to the bottom of 
Oregon's failure, and we will continue to support those efforts in any way possible. As part of 
that commitment, enclosed with this letter is a document production in response to your 
December 3, 2015 requests. In response to Request #2, Oracle is producing documents 
demonstrating the functionality of the Oregon HIX in the period following October 1, 2013. In 
response to Request #4, Oracle "is producing communications with the identified parties as well 
as communications with other individuals who worked closely with Governor Kitzhaber's office 
or campaign, including Patty Wentz, Liani Reeves, and Greg Van Pelt. In the case ofLiani 
Reeves, several emails concerning the release of public records in response to public records 
requests included numerous (non-responsive) attachments. These attachments have not been 
produced; however, they can be produced upon request. With respect to Request #5, Oracle is 
producing communications with certain individuals from Deloitte who were involved in 
Deloitte's Policy Alternatives Assessment, in addition to the parties identified in the request. 
Oracle is producing documents in response to Request #7 that reflect the date of the 
announcement that Cover Oregon would revert to the federal exchange and the manner in which 
Oracle learned of the decision. Oracle has not identified any formal notification of Oracle of that 
decision. In response to Request #8, Oracle has produced two spreadsheets that provide titles 
and, where available, the dates worked on the projects for the bulk of the Oracle employees who 
provided consulting and hosting services on the projects. The spreadsheet reflecting employees 
who provided consulting services (OCS) does not include those employees who may have 
performed some work on the projects but who are not affiliated with Oracle's consulting 
division. Oracle estimates that at least 185 employees from divisions other than its consulting 
division performed at least some work on the projects. The spreadsheet reflecting employees 
who provided hosting services (OMCS) does not include approximately 34 employees who are 
no longer employed at Oracle and whose job titles are not readily available. 

In response to Request #6, Oracle has received a total of$213,577,640 for consulting and 
hosting services provided in connection with both the HIX and modernization projects. This 
amount does not include money paid to Oracle for licensing, technical support, and hardware. 
Cover Oregon has withheld $10,247,238 that it owes to Oracle for consulting services. Cover 
Oregon has also refused to pay Oracle approximately $12.85M for additional services Oracle 
provided at Cover Oregon's request. Additional information concerning these amounts follows. 

Oracle received $93,765,410 directly from DHS/OHA for consulting services. Oracle 
received $77,197,988 directly from Cover Oregon for consulting services. Cover Oregon has 
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withheld $10,247,238 related to Oracle's consulting services. Oracle separately received 
$2,714,830 for consulting services performed by Oracle for DHS/OHA through contracts with 
Mythics. 

Oracle received $23,197,297 for hosting services Oracle provided to DHS/OHA through 
contracts with Mythics, with an additional $1,336,805 outstanding as Accounts Receivable. 
Oracle received $16,702,1 15 directly from Cover Oregon for hosting services, with an additional 
$35,476 outstanding as Accounts Receivable. 

Importantly, the above figures reflect amounts that Oracle actually received. In those 
instances in which Oracle received payment from Mythics the amount paid by DHS/OHA may 
be different. 

The documents being produced by Oracle may contain confidential and proprietary 
business information. Where Oracle is aware that a document contains confidential and 
proprietary business information, the document has been marked "CONFIDENTIAL 
TREATMENT REQUESTED NOT FOR CIRCULATION/COMMITTEE MEMBERS AND 
STAFF ONLY." We respectfully request that the Committee maintain the confidentiality of all 
documents marked in this manner. If the Committee contemplates the public release of any of 
these materials, we respectfully request advance notice and an opportunity to be heard regarding 
any potential commercial or other adverse impact. In addition, this production is not intended to 
waive any applicable privilege or protection. If it were found that any of the produced 
documents constitutes disclosure of otherwise privileged materials, such disclosure would be 
inadvertent. 

We thank the Committee for its time in reviewing these matters. Please contact us if you 
have any questions, additional requests, or if we can be of any further assistance. 

Sincerely,, ____ _ 

Executive Vice President, General Co sel 

DD:lcs 

Enclosure 

cc: The Honorable Elijah E. Cummings, Ranking Member 

The Honorable Gerald E. Connolly, Ranking Member, Subcommittee on Government Operations (without 
enclosure) 

The Honorable Matt Cartwright, Ranking Member, Subcommittee on Health Care, Benefits, and 
Administrative Rules (without enclosure) 
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