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REPRESENTATI VE KELLER: We will get started
now.

Thank you for comng. What we'll do is we
wi Il have your prepared remarks submtted for the
record, and we usually just start right with
guestioni ng.

ACTI NG COMM SSI ONER ARI O: That will be
fine.

REPRESENTATI VE KELLER: Al'l right.

Chai rman Ci vera, please.

CHAI RMAN CI VERA: Thank you, M. Chairman.

Wel come.

ACTI NG COMM SSI ONER ARI O: Thank you.

CHAI RMAN CI VERA: Comm ssioner, in the | ast
6 or 7 weeks the Legislature has had a | ot of debate
with the Mcare Fund. And |'ve been here for 28 years
and have had different situations where the doctors
woul d address that so their insurance rates woul dn't
go off the wall

And for the last couple of years with the
cigarette tax, it has worked. It has given them sonme
type of a confort level trying to keep themin
Pennsyl vani a.

The Governor now has extended that into the

end of March, and these doctors need -- and it's not
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about, you know, saying a political statement of
protecting the doctor. The real need is here. W
can't in any way try to alarm the public as far as
t he medi cal people thensel ves.

So after the end of March, do you believe
that the Governor is going to extend that, or are we
going to use this as sone type of |everage so the
General Assenmbly does what the Governor wants us to
do? Because the real purpose of this whole issue was
to protect the doctors fromthe high cost of
i nsurance as far as where they were and basically, at
that time, to keep them in Pennsylvani a.

So could you give us sonme idea of what
happens, | nmean, at the end of March and where we
could go with this?

ACTI NG COMM SSI ONER ARI C: Representati ve,

t hank you for that question, because | know that's on
the mnd of a | ot of people here.

The Governor shares your concern for the
medi cal mal practice insurance market. And as you
say, it's for the doctors, but it is more inportantly
for the patients for a stable system

So the Governor, as you know, has been on
record supporting the abatement program fromthe

begi nni ng. In fact, his proposal that is on the
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table with the Legislature would extend the abatenment
program for 10 years.

But he has said something else which I think
is very important, and that is that there's another
problem facing the Commonweal th of equal necessity,
and that's the nunber of uninsured people that
continue to have day-to-day problenms accessing health
care.

And he has | ooked at the nunbers and the
Budget Secretary has | ooked at the nunbers, and a
number of us have | ooked at them and determ ned that
there is noney avail able both to extend the abatenment
program and to do somet hing significant for the
uni nsured here in Pennsyl vani a.

That is the Governor's objective. | stand
ready, as a nmenber of the Cabinet, to work with the
Legi sl ature wherever and whenever the Legislature
desires to try to acconplish that goal.

As to what happens at the end of March, the
status quo is that doctors have been billed their
full assessments, and those bills are due March 31
And | understand sonme doctors are already paying
t hose bills.

So if we don't reach resolution in the

Legi sl ature very soon, the nmost |ikely scenario is




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

that the bills will be due, paid, and then we are in
a position to grant refunds. W have the process in
motion here to be able to very quickly refund nmoney
if and when the Legislature passes an abat enment
program So that is the stated pl an.

And again I'll reinforce that both the
medi cal mal practice market and the broader health
i nsurance mar ket need changed, need sonme new
resources, and we stand ready to work with the
Legi sl ature, the General Assenbly, at whatever point
you are available to try to solve both problens.

CHAI RMAN CI VERA: Your statenent, if and
when the Legislature decides to pass this |egislation
-- if and when the Legislature -- so if the
Legi sl ature wants to do one thing but the Governor
wants sonmet hing el se, these medical professionals now
are held host age.

And the intent of the legislation fromthe
very beginning when we came out with the cigarette
tax to help with their insurance was to help them at
that point in time. That's what the General
Assembly's intentions were and that's what the
Governor at that time, what his intentions were.

And now, we are -- believe ne, don't get me

off on the wrong side here -- | believe that as far
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as the insurance issue with constituents and with the
public of Pennsylvania, they need to be protected.

But at the same time, what was good for everybody

5 or 6 years ago, now, right now, we're playing in a
different playing field, and | don't believe that
that's really fair.

Bills have went out. Doctors didn't receive
those bills last year. They didn't receive those
bills that they had to be paid by March the 31st.

And now all of a sudden we now turn the whole clock

around because we have an agenda that we want to

fulfill.

You can fulfill that agenda, the
Legislature, I'"msure -- and that's a negoti able
item bipartisan item-- as well as the Governor's

Office, but it can't be that it's either my way or no
way and then you have these people out here that are
bei ng held hostage. That's just not a fair solution.
Now, you m ght not agree with that, but I
just believe that this situation, the doctors should
have kept where they were and you still could have
dealt with it, and the doctors wouldn't have resented
it, not for one m nute.
So now what | hear is, March 31, bingo, you

got to pay this dollar amount, and if we pass it and
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we get a conprom se, we'll give you a refund. That's
what |'m hearing. Am | correct?

ACTI NG COMM SSI ONER ARI C: Representati ve,

that's correct, unless -- and | still hold nyself out
for hope. |'ve seen | egislative processes nove
rat her quickly. | believe this one could be moved

qui ckly enough to avoid that scenario.

And |l et me say one other thing, because |
think it is important. l'mlistening very carefully
to what you're saying, and | recognize, as a new
Comm ssioner here, that there are many different
opinions in this General Assembly, and |I respect them
all .

| think the Governor is flexible on this
i ssue. | ' ve watched the Governor start with his fair
share assessment and | watched him out on the stunp
tal k about how i nmportant that was and how if we don't
have a fair share assessment, we really are going to
continue to see deterioration in the enpl oyer-based
coverage market. | think he's absolutely right about
t hat .

But when he saw the writing on the wall that
t hat was not politically doable in the General
Assenmbly, he moved off of a position that he held

with passion and he moved to this second position,
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which is, there is
Care Provider

abat enents and deal

Ret enti on Account

enough nmoney now in the Health
to both do the

with the uni nsured.

So t hat

you' re aski ng whet her

is a very flexible position,

and if

t here could be conti nued

flexibility, |
t his buil ding

Whi | e
this, | don't
is commtted,

need to addres

and the health

CHAI RMAN CI VERA:

going to cost?

ACTI NG COMM SSI ONER ARI Ot

do you mean th

the refund?

CHAlI RMAN CI VERA: \When you go to give --

If we pass the
present a refu
to cost? Has
another itemt

| ater down the

ACTI NG COMM SSI ONER ARI Ot

it has been th

know there are di scussions going on in

every day about plans C, D, and E.

there are many different ways to do

t hink the Governor has one way. But he

as |I've seen him to the notion that we
s both the medical mal practice market
i nsurance mar ket together.
How nmuch is the refund

Representati ve,

e adm nistrative costs associated with

no.

| egi sl ation, you said you're going to

nd to the doctors. MWhat's that going
t hat been thought about, or is that
hat we're going to have to deal with

road?
Representati ve,
There would be two costs

ought about.
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t here, obviously.

One woul d be the cost of the refund itself,
whi ch woul d be the |evel of abatement. If it were
at prior levels, that would be in excess of
$100 mllion. But that would be funded as it has

been in the past, presumably through the cigarette

t ax.

The adm nistrative costs of the refund are
not terribly significant. They're relatively m nor
costs against that cost. So there's not an issue or

a problemw th that procedure.

Again, | don't want to get too far off on
the refund process, that's what happens if we can't
reach an agreenent. But there still is every desire
on the part of the Adm nistration to reach the
agreement .

CHAI RMAN CI VERA: Okay. And then |'m going
to leave; |I'm not going to bel abor the point.

The issue here is that by March the 31st,

t hey have to pay that insurance fee, and now if we
don't pass sone type of an Mcare situation where the
insurance is covered with what the Governor wants to
do, now you just said on the record that there will
be a refund and we're not really sure exactly what

that's going to cost and how that's going to fit into
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the m x.

Now, if we did anything right now, you and I
wi th our dialogue, we really confused everybody,
because now they don't know where to be. They know
t hey have got to pay it. They don't know what the
refund is. Then you come back to us as far as the
dol |l ar amount as far as the refund is concerned, so
that's not a good situation.

Thank you, M. Chairman.

REPRESENTATI VE KELLER: Thank you, Chairman
Ci ver a.

The majority Chairman of the |Insurance
Comm ttee, Representative Tony DelLuca, pl ease.

REPRESENTATI VE DeLUCA: Thank you
M. Chair man.

Wel come, M. Conmm ssioner

ACTI NG COMM SSI ONER ARI O: Good to be here
-- | think.

REPRESENTATI VE DeLUCA: M. Comm ssi oner,
| ast year in November, myself and my counterpart,
Representative M cozzie, reported out House Bil
2005, which provides for the reformof this small
group market in Pennsyl vani a.

ACTI NG COMM SSI ONER ARI O: Okay.

REPRESENTATI VE DelL UCA: | would |ike to hear
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your opinion today regarding why small group rating
reformis inportant to any health-care coverage pl an,
including the Governor's Rx for Pennsylvania, and
al so why you think Pennsylvania is one of only two
States in the nation without reformin this area.

ACTI NG COMM SSI ONER ARI C: Okay. Thank you
for that question.

| think small group reformis absolutely an
essential part of the overall Prescription for
Pennsyl vani a program because it addresses the part
of the enpl oyer-based market that is most vul nerable
t oday.

If you think about how health insurance
wor ks, most people get it through their enployer.
And for most people, that's a | arge enployer, where
there's a |l arge pool within that particul ar
wor kpl ace. So you have sonme healthy peopl e,
hopefully a | ot of healthy people, maybe a few sick
peopl e, that pool together. There's a stability of
rating; there's the spreading of risk, and that part
of the market is the most successful.

And if you |l ook at the statistics, you see
that for |arge enployers, virtually all of them
continue to provide health coverage. | f you get over

5,000 enmpl oyees, al nost every enployer -- Wal-Mart
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stood out for awhile as the one | arge enployer in the
country that didn't provide health insurance. But as
you go down the scale there into the smaller

enpl oyers, you see a |lot more difficulty, a |lot nore
enpl oyers struggling to provide coverage. It's an
affordability issue, the same as everybody el se has.
So some of that is that basic affordability, but some
of it is the lack of stability in that market.

In fact, we went out and did a series of
hearings this fall, and we heard froma | ot of smal
enpl oyers where one single enployee had a mj or
medi cal episode, and that was enough to dramatically
i mpact the group's rates, potentially even drive them
off of the ability to afford insurance.

Or they're thinking about hiring a new
wor ker, and they have to take into account, well, we
have a young workforce now, if we hire this person
who may be a little older, how will that affect our
health rates? A single person or a couple people
dramatically affect the rates.

That's why in every State except two,

Pennsyl vania and Hawaii -- and then we have to throw
in the District of Columbia here, too -- their
Legi sl atures have taken action to pass |aws that

essentially require the pooling of risk in that small
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group market so that it behaves more |like the | arge
group markets.

So you don't have each enmployer of 5 or 10
people as it's own separate rating pool. You have
all of those people pooled together, and they behave
as a larger small group pool, much like a |arge
empl oyer does. That's what we're trying to
accompl i sh

The bill that you referenced, 2005, | think
is an admrable attempt to westle with that problem
As you know, the Governor still has a slightly
different position on the issue, but | think, again,
there's flexibility here.

And if there needs to be some conprom ses on
all sides to get a small group reformbill through
this Legislature, | think it's an absolutely
i mperative reform and |I'm hoping we can get that
done this year.

REPRESENTATI VE DeLUCA: Well, | was proud of
the fact that this bill came out bipartisan, and
certainly nmyself and ny counterpart on the Republican
side have been working on small group reform for
years. As a matter of fact, when he was the majority
Chai rman, he had numerous hearings on it to eventuate

some type of small group reform
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So I'"'mglad to hear your position on that,
and | want to thank you. And certainly | believe we
will be able to move this |egislation, because |
think it's critical for our small businesses that we
move this type of |egislation.

So again, thank you, M. Chairman.

ACTI NG COMM SSI ONER ARI C: | should note for
the record, Representative M cozzie was at the first
of those hearings down in his district and was a
great contributor that day.

REPRESENTATI VE KELLER: Well, that's a great
| ead-in to the promoter of bipartisanship, the
m nority Chairman of the Insurance Comm ttee.

REPRESENTATI VE M COZZI E: My friend,
Representati ve DelLuca, used to call nme friend before;

now he calls me a counterpart.

REPRESENTATI VE DeLUCA: He's still ny
friend.
REPRESENTATI VE KELLER: Representative Nick
M cozzie.
REPRESENTATI VE M COZZI E: You know, on
House Bill 2005, if | remenber correctly,
Rosemarie Greco during, | guess it was a hearing, had

said there was a report that had conme out on small

group reform If I remember correctly, | think it
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was community rating and all that. | have never seen
the report, or none of us had seen the report or have
received the report.

|s there such a report? And |'m not
gquesti oning Rosemari e, because | |ike Rosemari e. But
is there such a report, do you know?

ACTI NG COMM SSI ONER ARI C: Representati ve,
we' ve worked up a number of different analyses. W
have not put theminto a specific report, but | can
talk to you -- | think you're probably referring to
information on the cost savings associated with the
reforms.

REPRESENTATI VE M COZZI E: Yes.

ACTI NG COMM SSI ONER ARI O: | can speak to
t hat, and we can provide some of that detail to you
in writing.

As you m ght guess, when you're dealing with
a reformthis broad, there are a nunber of different
aspects to it, and one of the things we have been
trying to do is get actuaries to pinpoint these cost
savings for us. And that has proven difficult,
because there are a lot of different variables in
pl ay.

But my own staff has taken a | ook at these

i ssues and determ ned that if we passed the reformin
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t he Governor's format -- and it's pretty close to the
bill that Representative DelLuca, Chairman DelLuca,
referenced -- that there would be savings of around
$2, 000 on a $9, 000 policy.

Most of that is related to the broader
cost-cutting measures that this Legislature has
al ready taken on, so hospital infections -- this
Legi slature I commend for being early on in that
process -- the Chronic Care Comm ssion, | ooking at
the medical error rates.

There are a number of aspects of reformthat
t he General Assenbly has noved on, and those account
for about a 15-percent overall savings, as we
cal culated, in the small group market.

The specific reformthat's within the small
group bill that will save the most noney is the
requi rement of an 85-percent medical |oss ratio.

That means that out of every dollar paid in
heal th-care prem ums, 85 cents should go back to the
policyholder in the form of clainms payments.

The rest of the refornms, frankly, people
would Iike to find a free lunch here that you can
stabilize the market, cover everybody, and everybody
saves noney, but that part of the reform doesn't work

t hat way. What it does is just like a |large
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empl oyer: It saves money and stabilizes rates
overall, but some people who are the nmost healthy pay
alittle bit more in order that some people who are

| ess healthy, that need the insurance nore, pay a
little bit |ess.

So that part of the reform essentially in
our analysis is a wash. It's more about stability
and predictability of rates.

But overall, again, with the cost-cutting
measures plus the medical |oss ratio, you'd be
dealing with somethi ng approaching a 20-percent
reduction, something like $2,000 on a $9, 000 policy.

REPRESENTATI VE M COZZI E: First of all, I'd
like to thank you for inviting me to your hearing
down at the hospital. It was a very informative
heari ng.

The modified community rating which was
proposed during that 2005, or whatever hearings we
had, is that still part of the reform package?

ACTI NG COMM SSI ONER ARI C: Representati ve,
yes, it is.

| think the essential aspects of the reform
are tolimt the rating factors that can be
consi dered when you're |ooking at a small group so

t hat you're | ooking at common demographic factors
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li ke age, sex is a disputable one -- | think that's
in some of the bills, not in some of the other
bills -- type of industry, and so forth.

And then secondly, in addition to
restricting that, the mpst inportant restriction
there for the Governor and for me is you can't | ook
at medical factors there. Those are the things that
cause the rates to gyrate up and down. You cannot
| ook at medical factors. Take those out.

The second | evel of reformis, how much
variation is there between groups, and that's the
rate banning or modified community rating that you
referenced. In the Governor's bill, that's a
t wo-t o-one rate ban. I n Chai rman DelLuca's bill, it’
a two-to-one rate ban for some and a three-to-one
rate ban for others.

Again, we're going to get down in the weeds
here pretty quickly in terms of these details, but
what's inportant there is that you' re conpressing
rates so that there's stability and predictability.

And the group today that says, gee, that's
not such a good idea because we benefit by being at
the I ow end of that continuum tomorrow that group
may have somebody who would put them at the top end.

So in the long run, it's in everybody's

S
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interest to have that stability and predictability.

REPRESENTATI VE M COZZI E: Four or five years
ago, we -- we, |I'mtalking about the Insurance
Comm ttee, which included Chairman Col afell a,

Chai rman DelLuca, and nyself, and the I nsurance

Comm ttee, menmbers of the Insurance Commttee -- on a
bi parti san endeavor, reformed the CAT Fund, which
became the Mcare with Act 13.

| think it's so very inmportant that we do
away with this unfunded liability. There seens to be
some question by the Adm nistration of whether to do
t hat or use the auto CAT noney surplus to do other
t hi ngs.

| hope that's not the case, because | think,
because we did all the reforms that we put in place,

t he i nsurance conmpanies are com ng back into
Pennsyl vani a, and there has been a stabilization as
far as liability and whatever.

So can you just give me sone insight on what
the Adm nistration is thinking on what to do with the
CAT Fund? Or Mcare.

ACTI NG COMM SSI ONER ARI C: Representative, |
can tell you that no one wants to get rid of the
Mcare program as nuch as me, because | | ook at the

resources that our department devotes to that and
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t hi nk about all the other regulatory priorities that
could be addressed if we had those resources for
ot her purposes.

So that is very high on ny personal agenda
and it is high on the Governor's agenda. And the
proposals that he's made so far to combine the issue
of the uninsured with solving the Mcare probl ens
al ways include phasing out the Mcare unfunded
liability and going back to a private market
sol uti on. So | believe that's the right way to go.

Now, | do have to tell you that 1've heard
di scussion in the building about trying to do nore on
the uninsured side with credits for currently covered
enpl oyers and so forth, and depending on how much
money gets spent there, there are trade-offs then
agai nst the Mcare Fund.

But the Governor's proposals that are on the
tabl e do envision the phasing out of Mcare and the
return to a private market. And certainly we've done
maj or i nprovement. The bill that you worked on in
2002 that you referenced has succeeded.

So 5 years ago we were | ooking at 30-,

40- percent rate increases; today we're | ooking at the
two | argest medical mal practice insurers decreasing

their rates.
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We're | ooking at a | evel nunber of doctors
in the State. We're |ooking at Mcare clains that
wer e approaching $400 mlIlion a year only 5 years
ago, now under $200 mllion a year.

So there has been tremendous progress there,
and we do have a moment in time here an opportunity,
| believe, to phase that program out and to return to
a more normal market approach to medical mal practice.

REPRESENTATI VE M COZZI E: If I remember
correctly -- and I think it's still in place -- there
is a provision in Act 13 which allows the
Comm ssioner to make a determ nation to start
privatizing. s that still part of the | aw?

ACTI NG COMM SSI ONER ARI C: Representati ve,
that's correct.

The next time that decision would face me --
there was a decision just prior to my com ng on the
scene. The next decision point under current law is
in 2009, and that decision would be whether to go
fromthe current $500,000 first |ayer covered in the
private sector to a first layer in the private sector
up to $750, 000.

| know there has been talk in the General
Assembly, particularly, | think, on the Senate side,

about having the ramp-ups occur in a nmore graduated
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fashion, so maybe $50, 000 or $100,000 at a pop. |
think there's real merit in that idea. It ought to
be | ooked at, and it may be easier to ranmp-up on a
gradual pace like that -- |less disruption in the
mar ket and so forth.

A $250,000 junmp at one time is a bit

daunting. And there still are -- again, | don't want
to get down in the weeds here -- but there still are
issues that I'm concerned with in the medical

mal practice arena, particularly around risk-retention
groups having a much nore major role than they did
back when the market was in better shape.
REPRESENTATI VE M COZZI E: And | ast but not
| east, of course, is the abatement. | had the
occasi on yesterday to go to an opht hal nol ogi st -- a
surgeon, an ophthal nol ogi st. And, of course, when |
wal ked in, they started bending ny ear about
abat ement and what ever, but he pointed out the amount
of surgeons in the Del aware County area of that
di sci pline, you know, a surgeon.
| was amazed, on the three-State area he was
tal ki ng about -- he was very know edgeable -- of the
| ack of these types of professionals. And |I'm not
just tal king about a plain old ophthal mol ogist; we're

tal ki ng about an opht hal nol ogi st that does surgery on
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the eye and that type thing. And then, of course, |
have sonme friends who are physicians, doctors. About
t he abatement, | think that abatement programis
essential to continue to try to keep the
professionals in Pennsylvania, because that abatenent
program hel ps themto pay that liability insurance

t hat has been dogging them for the | ast 10 years or
what ever .

So are we on the right track as far as the

abatement? | mean, there seens to be rumor around
t hat the Governor is not too hyped, I'Il call it, on
t he abat ement. s that true or false?

ACTI NG COMM SSI ONER ARI O: Absolutely false.

|*ve heard the Governor speak on this issue
again very passionately. He points out that he had a
joint press conference with former Governor Schweiker
before he even took office to talk about putting in
pl ace an abat ement program

He has al ways chanpi oned t hat abat ement
program  And indeed, his proposal on a go-forward
basis for the first time is, let's not do it year to
year; let's have a 10-year renewal of it.

The only thing that the Governor does do --
and | know it's a source of consternation to sonme

here -- is to say that that's not the only priority
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for the Legislature and the health-care arena and

t hat he thinks doing something with the uninsured is
an equally inmportant priority. So he links the two,
and that causes some people to be unhappy.

But trust me, it is not an intention to do
in the abasement program It's intended to deal with
both problems together.

REPRESENTATI VE M COZZI E: Thank you very
much.

Thank you, M. Chairman.

REPRESENTATI VE KELLER: Thank you.

The m nority Chairman of the Consunmer
Affairs Commttee, Representative Bob Godshall.

REPRESENTATI VE GODSHALL: Thank you,

M. Chair man.

Good afternoon.

ACTI NG COMM SSI ONER ARI C: Good afternoon.

REPRESENTATI VE GODSHALL: |*'m going to be
quoting sort of froma study that was devel oped by
t he National Conference of |Insurance Legislators, a
body that numerous people here in this room bel ong
to, members of the Insurance Commttee.

And basically the study was done because of
concerns that were devel oped out of NAIC, the

Nati onal Association of |Insurance Conmm ssioners, and
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they used really cl osed-door meetings and cl osed-door
sessions at your neetings.

And | do want to quote from-- one of the
reasons for the study was the | egal authority behind
primary oversight of insurance and related consumer
protections, the statutory authorities and
responsibilities granted to Legislators, executive
and judicial branch members, and regul atory
organi zati ons, anong others.

St udi es regarding the evolution and fundi ng
of regulatory entities, reconmendations to clarify
and define the role of such entities, and their
oversight duties in order to promote an effective and
efficient regulatory environnent, really based on
what was once a policy commttee or a regul atory
commttee, is now totally alnmst dwelling in the
policy realm which many of us feel really is the
real m of the Legislators rather than the regul ators.

And | guess a case in point is just
recently, a Life Settlements Model Act was passed by
NCOl L, the National Conference of Insurance
Legislators. A simlar Life Settlements Model Act
was al so passed by NAIC, the National Association of
| nsurance Conm ssioners.

We passed the model act. You passed the
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model act. One of the major differences was, ours
was done in the open, totally open meetings. Anybody
can go to an NCO L meeting. They're all open to the
public and open to anybody who is there. Yours was
basically passed in closed, secret, or whatever

meeti ngs.

You know, |'m not sure what's happening
here, but a |l ot of us feel that are active with the
| nsurance Comm ttee that the NAIC is just
overstepping their bounds.

And | guess a case in point also is the

devel opment of the NAIC over the years. The NAIC

t oday has a budget which exceeds $62 mlIlion, has
approxi mately 400 or nore enployees -- and |I'm not
sure what they all do -- and we pay, | guess at the

State level, $100,000 a year, approximately $100, 000
a year, as our assessnent, plus the insurance
conmpani es that operate within the State, you know,
are also paying a fairly substantial anount of money
to NAIC to devel op that $60-sonme million surplus that
really remains now in the coffers of the NAIC

Again, we're not the only ones that are
conpl ai ni ng. In a menmo that | got dated May 29,
2007, it says, "NAIC officials met in executive

session this spring to develop the procedure in an
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effort to increase the |ikelihood that new nodels
really will shape State | aws and regul ations. The
NAI C Executive Commttee, meeting in executive
session, will have to determ ne that the issues that
are subject to the model requirements nmeet nati onal
st andards" and so forth.

And then "Consunmer representatives have
concerns about the use of executive sessions to
devel op NAI C model | aw approval procedures according
to..." and so forth and so on. You know, it's a
matter of regulation versus policy.

And then at the same time, back in 2004,

i nvestigations by then Attorney General and now
Governor Eliot Spitzer in New York in conpetitive
acts by insurance brokers, that was handl ed by the
Attorney General's Office, and where were the

i nsurance comm ssioners, you know, on the regul atory
process?

You know, that's what |I'm saying. W have
become, instead of being a regulatory, we've becone a
policy commttee with mllions and mllions of
dollars in budgets and in surpluses. You know, is
this what it was meant to be when this was first
formul at ed?

ACTI NG COMM SSI ONER ARI C: Representative---
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REPRESENTATI VE GODSHALL: And | know you
were a part of this organization, and | did share
t hese comments with you in advance.

ACTI NG COMM SSI ONER ARI C: Representati ve,

t hank you for those questions.

You and | have had one chance to tal k about
NCO L and the NAIC, and | say we probably need at
| east one or two or three nore chances maybe. So you
said a ot of things there. Let nme try to address
some of the points that you made.

REPRESENTATI VE GODSHALL: If | may
interject.

Some of our members have gone to your
meetings. Some of the menbers of different State
i nsurance comm ttees have gone to your neetings, and
t hey have been denied access to the nmeetings.

ACTI NG COMM SSI ONER ARI O: Representati ve,

t hat absolutely should not happen, and |I'd be happy
to follow up on any specifics that way.

Let me say a couple of things, though,
because you did make a nunber of inmportant points,
and | think they deserve discussion here.

The first point, NAIC versus NCOl L; regular
role versus |egislative role. Your current Chairman,

Brian Kennedy, and | have become good friends. | t
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came out of an initial exchange between us in an
NCOl L heari ng.

| used to go to every NCOI L neeting for
about 3 years when the NAIC and NCOI L worked together
to produce, | think, a very good market conduct
reformact, and NAIC and NCO L still work together on
a lot of the models. And the exanple you cited, |
think those models are conplimentary to each other.

Anyway, his point to me that day when we had

t he exchange was, I'"'mthe | egislator; you're the
regulator. We set the rules; you execute and

i mpl ement the rules. | believe that's absolutely
correct.

The one thing that sometimes comes into play
here, and you referenced it, is that as the
regul ator, | believe it is my job to bring forward
policy recommendati ons, policy options, for the
consi deration of the Legislature.

But you absolutely are in the driver's seat
in terms of setting insurance policy. OQur role is to
i mpl ement the policies and to make recomendati ons
wher e appropriate for your consideration. And so I'm
quite clear on that with Brian Kennedy, who | think
wrote the report that you're referencing there.

The second i ssue. You made reference to the
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NAIC' s $62 m |l lion budget. It is a |arge,

wel | -resourced organi zation. The reason it's that
way i s because the insurance industry wants it that
way because insurance is regulated at the State

| evel, and being regulated at the State |evel, there
are nmultiple concerns about coordination and

consi stency and even uniformty between the States.

So we have a financial accreditation program
today that takes the lion's share of that $62 mllion
budget where all insurance conpanies in this country,
many of whom are |licensed in every State, file one
place with their financial data electronically every
year.

Just this week, my financial guy was in the
ot her room working on some annual statenents, and |
said, we don't get annual statements from everybody
here in Pennsyl vania anynore, do we? Most States
have di spensed with that. And he said, so have we;
we don't require the conmpanies to file here except
the domestic ones because we use the NAIC system

And there's tremendous gains to the State
regul atory system which, as you know, NCOL is every
bit as strong as the NAIC and maybe even stronger for
saying that needs to stay at the State level. The

reason it will stay at the State level is because of
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the uniformty and coordination that the NAIC brings
to bear.

Just a couple nmore points on the open versus
cl osed meetings. W have very few closed meetings at
the NAIC. Some of them that were closed should have
been open. That issue was brought forward by NCOI L,
and there now are more open neetings. Many that they
pointed to that used to be closed are now open.

There are going to always be some cl osed
meetings. We discuss conpanies that are either in
financial difficulty or subject to regulatory action
where there is very confidential information. Some
of that does have to be cl osed.

But we've created, nuch at NCO L's behest, a
new comm ttee at the NAIC that conbi nes insurance
regul ators and Legi slators and neets on a regul ar
basi s.

| think if you checked with your current
president, Brian Kennedy from Rhode |sland, he would
tell you that there has been marked i nmprovement in
all these areas. | know that's what he tells me. I
shared a podiumwith himrecently.

And then the | ast issue, | have to respond,
because | was very involved in the issue with

Attorney General Spitzer and the bid rigging and that
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sort of thing.

The New York Insurance Department started
t hat issue. Attorney General Spitzer -- then
Attorney General Spitzer -- took it up, too, and the
only reason that people think he did all the work and
the insurance regulators did not is because he is
much better at the media game than the insurance
regul ators are. We just do our work and get it done.

And if you talk to him today, he works hand
in glove with his insurance regulator, and he will
tell you that the insurance regulators were very much
a part of that action even though he got nmost of the
credit.

REPRESENTATI VE GODSHALL: | appreciate the
time, and | appreciate your responses.

| just want to call, you know, one thing to
your attention: "NAIC officials met in executive
session this spring to develop the procedure in an
effort to increase the |ikelihood of a new nodel
act..." and so forth, and that was dated May 29,
2007.

And, you know, |'m not sure why you have to
meet in executive session to figure out how you're
going to put model acts together. So it's still

happeni ng, and these things should really be open to
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t he public.

And again, this operation was denounced by
consumer representatives, not only by Insurance
Comm ttee people. So it's still happening, and |
think there's a |lot of work to be done.

| do appreciate your responses today. Thank
you.

ACTI NG COMM SSI ONER ARI O: It would be ny
pl easure to continue working with you,
Representative, on them

REPRESENTATI VE GODSHALL: Thank you,

M. Chairman.

REPRESENTATI VE KELLER: If the members woul d
-- we have nine menmbers that are on the list to ask
guestions. So, Comm ssioner, if you could condense
your answers, and if the menbers would be m ndful of
our tinme.

Representative Bryan Lentz, please.

REPRESENTATI VE LENTZ: Thank you,

M. Chair man.

Good afternoon, M. Conmm ssioner.

ACTI NG COMM SSI ONER ARI C: Good afternoon.

REPRESENTATI VE LENTZ: | was happy to hear
you, in your answers to a couple questions, restate

the comm tment of yourself and the Adm nistration to
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t he abat ement. | think in speaking to doctors,
certainly in my district, that it's an inmportant
program and one that we should not lightly dism ss or
do away with.

| think it's one of the things that hel ps
doctors and sort of improves the atnosphere for them
here in Pennsylvania, which | think is an atnosphere
that can't be underesti mated. It's important to have
a good atnosphere for medi cal providers.

Two of the areas that | want to ask you
about that | think do not create a good atnmosphere
for doctors are the |low rei mbursement rates and the
medi cal liability market, which you nmentioned
earlier.

Now, | introduced two bills, which Chairman
DeLuca was kind enough to have hearings on, one
dealing with the reimbursement rate. And we had a
surgeon come in and testify, and he brought with him
bl owups of checks for 1 cent that he received for
rei moursement for surgical procedures.

He explained to us in very good detail, with
facts that | didn't think really could be chall enged,
that there are many rei mbursement rates for which he
actually | oses nmoney for getting out of bed at

3 o'clock in the morning and perform ng a surgery.
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So I"mcurious, first of all, do you know
where we rank nationally for rei mbursement rates?

ACTI NG COMM SSI ONER ARI C: Representative, |
assunme you're tal king about the comrerci al
mar ket pl ace here or are you tal king about Medicaid
rei mbursement ?

REPRESENTATI VE LENTZ: Conmmer ci al

ACTI NG COMM SSI ONER ARI O: The commerci al
mar ket, to my know edge, is not ranked, because nmuch
of that reimbursement rate is still confidential. I
believe it should be nore transparent.

| amtold that because of the market
conditions here, that reinmbursement rates -- |
probably hear nore conplaints here than | heard back
in Oregon about reinbursement rates. So my gener al
i mpression is that they are low, but | can't tell you
with any precision because they're nostly
confidenti al.

REPRESENTATI VE LENTZ: Okay.

ACTI NG COMM SSI ONER ARI C: | do oftenti mes
get into those discussions. | sometimes hear from
i nsurers saying, such and such a hospital or other
provider group is not being reasonable, so | just
want you to know that we may discontinue our

contracts and you may hear conmpl ai nts about that, but
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here is why we're doing it, because we're trying to
control costs.

| say, | absolutely agree with you to
negoti ate tough contracts and control costs, but be
aware that you need to have an adequate network out
t here, too. So you need to negotiate rates that
actually work for people that are fair so that there
is a good provider network.

| also hear, |ess often, because we're not
t he regul ator, but provider groups, our hospitals,
come in and say that such and such an insurer is
being unfair to us and we may not renew our contract,
and so the custonmers may conmplain. And | say the
same thing, you know, that | expect the insurers to
negoti ate tough but | expect themto negotiate fair,
and | hope you guys work it out.

Ni nety-nine percent of time, those
arrangements are worked out, and |I think that's the
way it should be. | think the private sector for the
commer ci al marketplace has to set the rates. | think
that the State can be in there trying to figure out
what is a fair rate when a very conplicated
mar ket pl ace, |ike the health marketplace, is not
wor kabl e.

But | do think there has to be sideboards,
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and so we've had actions with different insurers
around things |ike our nost-favored-nation clauses
and ot her kinds of unfair practices that sonmetimes

| arger carriers in the market try to use to take
advant age of their market position, and we al ways
seek out that kind of information. | penned a letter
this norning back on a concern in Philadel phia in
this respect.

So it ought to be a market-based
transaction, but there also ought to be some
si deboards and some basic questions of fairness on
it, and we do work aggressively on those sorts of
situations.

REPRESENTATI VE LENTZ: And just very quickly
if you could tell us, how are we doing on | owering
the liability rates?

ACTI NG COMM SSI ONER ARI O: Agai n,
Representative, thank you for that question.

We're doing very well. Three or four years
ago, the major carriers were seeking rate increases
in the 30- and 40-percent range. This year the two
| argest carriers had 6- and 12-percent rate
reducti ons respectively.

The claims in the Mcare Fund, which is a

good bel |l wet her measurenment of where the rest of the
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mar ket is, have been cut in half in the last 5 years.
So we are in a much, nmuch better market today than we
were only 5 years ago.

REPRESENTATI VE LENTZ: Okay. Thank you.

ACTI NG COMM SSI ONER ARI O: Thank you.

REPRESENTATI VE LENTZ: Thank you,
M. Chair man.

REPRESENTATI VE KELLER: Thank you.

Representati ve David Reed, please.

REPRESENTATI VE REED: Thank you,
M. Chairman.

| thank you, Comm ssioner, for appearing
before the commttee today.

ACTI NG COMM SSI ONER ARI O: Thank you.

REPRESENTATI VE REED: | have a nunmber of
guestions, but a number of them are just very basic
guestions with a numerical response.

My first question is that in August of 2007,
t he Governor announced he was offering adultBasic
coverage to 35,000 individuals across the
Comonweal th who were currently, at that time, on the
waiting list.

How many of those folks actually signed up
for adul tBasic coverage?

ACTI NG COMM SSI ONER ARI Ot It's about a
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third, | believe.

George, do you have a nore precise number?

DEPUTY COMM SSI ONER HOOVER: About a third
is usually good based upon the length of time those
folks are on the wait |ist.

REPRESENTATI VE REED: Okay.

Do you have any idea why only a third who
were offered -- they had taken the time to sign up
for the waiting list, but only a third actually
signed up when they were offered entrance into the
progranf?

ACTI NG COMM SSI ONER ARI O: Very good
gquesti on.

The main reason, | think, is the timeline.
We have a waiting list that stretches back over a
year. So that typically when we're maki ng an offer,
like this |last offer, the people we are offering it
to are people that have been on the waiting list for
anywhere from 10 nmonths to 15 or 16 nonths.

So for a ot of those people, life
circumstances have changed. They nmoved on.
Hopefully a | ot of them have gotten a job and gotten
i nsurance that way. Maybe they bought i ndividual
i nsur ance. Maybe a spouse has gotten a job. Maybe

t hey have even noved out of the State.
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Obvi ously when people take the time and
effort to sign up, at the monment they sign up,
presumably they're prepared to take the coverage.
somet hi ng has changed in their circumstances, and
that's a big reason why we would like to see a

program that elimnated those wait lists, so that

So

when people came forward to get insurance, that would

be available to them that day. And certainly an

early target in the CAP programwill be the people

who are currently on that adultBasic waiting |ist

REPRESENTATI VE REED: What happened -- th
| eaves about 25,000 slots that were offered but n
taken up. What happened to those 25,000 slots at

that time?

at

ot

ACTI NG COVM SSI ONER ARI C: VWhen we make an

offer, we do project what we think the take-up rate

will be. So we projected that not everybody woul d

take up the offer.

If literally every person when we made an

of fer took it up, it would put a great strain on the

budget. We keep sone noney in surplus. W don't
make an offer that we intend to spend out every d
we have in case there is a higher take-up rate.

t he planning around those things is for a take-up

rate |l ess than 100 percent.

i me

But
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REPRESENTATI VE REED: So that would be why
you don't offer adultBasic signups on a rolling
basis? For instance, if you offer 35,000 and 25, 000
turn you down, those slots aren't automatically given
to the next 25,000 folks on the waiting |ist. You
are making those offers assumng only a third are
going to actually sign up for the program

ACTI NG COWM SSI ONER ARI O: That's correct.

REPRESENTATI VE REED: \What is the current
waiting list for the adultBasic progranf?

ACTI NG COMM SSI ONER ARI C: About 80, 000,

Geor ge?

DEPUTY COMM SSI ONER HOOVER: About 80.

REPRESENTATI VE REED: So we're probably
tal ki ng about 25,000 to 30,000 folks whom you
actually anticipate out of that 80,000 when offered
will sign up for the progran?

ACTI NG COMM SSI ONER ARI C: Wel |,
Representative, no, | think a little nore, because if
we only make an offer to half of them then we nmake
it to the first half in. So we're dealing only with
peopl e who have been on the waiting list for some
period of time.

If we made an offer to the whole waiting

list, there would be a | ot more people that had just
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recently been added to the list, and the take-up rate
woul d be hi gher.

REPRESENTATI VE REED: Okay. But in the end,
when you | ook at that 80,000 figure, it's a high
number. There aren't that many fol ks out there who
have signed up for the waiting list, at |east through
your historical npdels, who are actually still
wai ting for health-care insurance coverage?

ACTI NG COMM SSI ONER ARI C: Again, it all
depends on how far back on the |list you go.

George, you m ght have an answer. I f we
made an offer to the whole 80,000, we think the
t ake-up rate would be what, half?

DEPUTY COMM SSI ONER HOOVER: Wel |, yeah, |
woul d say at | east half of those individuals.
Certainly the people that applied most recently would
take us up on the offer because they had recently
applied for health care. But the ones that were
further back, the percentage is | ess.

REPRESENTATI VE REED: Okay.

My question now is going and transitioning
into the Cover All Pennsylvani ans program The
Governor's Office has put out the nunber 767,000
i ndi vidual s wi thout health-care coverage in the State

of Pennsyl vani a.
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ACTI NG COWMM SSI ONER ARI O: That is correct.

REPRESENTATI VE REED: Now, we've got a CHIP
program that covers all children, and then once you
reach a certain age, you're into the Medicare
bracket.

There are over 700,000 fol ks who are
supposedly uni nsured, but only 80,000 of those folks
have taken the time to actually sign up to possibly
at some point in the future acquire the adul tBasic
program There seens to be a pretty |l arge gap there
in between what the Governor is saying and the
practices of the actual individuals who are
supposedl y uni nsur ed.

How do you explain that difference?

ACTI NG COMM SSI ONER ARI O: Wel |,
Representative, | think the major explanation point
is that the adultBasic programis only available to
peopl e bel ow 200 percent of the poverty |evel. So
we're dealing with the poorest citizens of the State
who are the only ones eligible, and a significant
percent age of the uninsured are above that |evel;
therefore, ineligible for that particular program

REPRESENTATI VE REED: Do you have estimtes
on how many of that 767,000 fol ks would be eligible

for the adul tBasic progrant?




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

46

ACTI NG COMM SSI ONER ARI C: This is why I'm
glad | have George with ne. Do you know t hat nunber,
Geor ge?

DEPUTY COMM SSI ONER HOOVER: Do you nmean the
nunmber bel ow 200 percent of poverty?

REPRESENTATI VE REED: Yes.

DEPUTY COMM SSI ONER HOOVER: |'ve got it
here somewhere.

ACTI NG COMM SSI ONER ARI C: My memory tells
me that it's a couple hundred thousand. So something
i ke half the people who are eligible would be on the
waiting list actually, but we'll try to get it for
you.

REPRESENTATI VE REED: And while he | ooks
t hat up, just another follow- up.

Of that 767,000, let's just assume -- let's
say there's 100,000 or 200,000 who neet the
adul t Basi ¢ guidelines. Are those fol ks accounted
for? You know, within that 80,000, you're talking
about probably 50 percent no | onger need health-care
coverage who are on that waiting list, 50 percent
give or take. Are you accounting for those fol ks who
probably no | onger need coverage, or are they still
included in that 767,000 fol ks?

ACTI NG COMM SSI ONER ARI C: Representati ve,
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when we do the surveys -- and by the way, we are
doi ng anot her survey right now, so there will be an
update to the 767,000 -- it counts everybody that's

uni nsured at that point.

But your questions are very, very good, and
| think they go to this point about the Governor's
pl an: | f you | ook at how many people are currently
projected to get coverage under the Governor's CAP
pl an, over the first 5 years, it's 271, 000.

So he's very much in accord with what you're
suggesting here, which is if we tried to cover every
| ast one of those 767,000 some of them have nmoved on,
some of them may not even want coverage, so the
number that we're actually ending up covering is
about a third -- 271,000 of the 767, 000.

REPRESENTATI VE REED: For the adul tBasic
program folks are also offered, if they don't nmeet
t he guidelines for the free coverage, to buy into the
program  \What are the income eligibility guidelines
to buy into that progrant

DEPUTY COWMM SSI ONER HOOVER: They're
actually the same gui delines. It's just that there's
no sl ot available for that person at that point, so
it is still 200 percent.

REPRESENTATI VE REED: Okay.
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DEPUTY COMM SSI ONER HOOVER: So in relation
to your question, Representative Reed, also about the
nunmber of people under 200 percent of poverty, that's
about 453,000 of the uninsured individuals.

REPRESENTATI VE REED: So only 80,000 have
taken the time to sign up for the adul tBasic program
even though 453,000 are eligible to do so.

Do we have any idea why they would choose
not to at | east begin the process toward health-care
i nsurance in Pennsylvani a?

DEPUTY COWMM SSI ONER HOOVER: Wel |, nunber
one, they know that there's a very exhaustive wait
list and that they may have to wait a year and a half
bef ore coverage woul d be avail abl e.

REPRESENTATI VE REED: Okay.

DEPUTY COWMM SSI ONER HOOVER: That's the
primary reason that's given to us.

REPRESENTATI VE REED: And just a final
gquesti on.

From what | understand, the Cover All
Pennsyl vani ans programis not an entitlement program
and if sufficient funding is not there in year one to
actually cover all the folks who signed up, there
will be a waiting list as well. Do you anticipate a

simlar trend occurring, that folks will fail to sign
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up for the Cover All Pennsyl
there's a waiting list?

ACTI NG COVM SSI ONER
woul d use a waiting |ist
di scussi on.
we didn't have the resource.
| mean, so the first
the resource? |
under
But were there the problem
waiting |ist,
as to who is eligible.
t he benefit plan to make it
peopl e.

So the waiting |ist
suggest, putting people on
know now, does deter people

t he pl an. S0 per your quest

most advi sable way to deal
But | want
programis not
program t hat we woul d adj ust
if there weren't ful
REPRESENTATI VE REED:

foll owup.

There are a number of

beli eve we wil

the plan and there woul dn't

with a shortfall of
to underscore what

an entitl ement

vani ans program i f

ARI O: The i dea that we

there is very much open to

different ways, if

issue is, do we have
have the resource
be the problem

rat her than having a

there could be a change in eligibility

There could be a change in

go further and cover nore

pl an for the reasons you
ong waiting lists, we do
from even applying for
lon, it may not be the
money.
you said. The
program it is a

in some form or fashion

funding for it.

Okay. Just one | ast
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When you tal k about changing the eligibility
for the program the programis called Cover All
Pennsyl vani ans. | f you have eligibility guidelines,
then in essence it's not actually Cover All
Pennsyl vani ans; it's Cover All Pennsyl vani ans that
fit the guidelines prescribed by the Governor.

So | think that's an important term
differential that we find is playing out at the
national |evel right now with the Presidenti al
canpai gn, and we hear it in the rhetoric politically
oftenti mes.

But this program does not actually cover al
Pennsyl vani ans. It assumes certain assunptions about
who will sign up and who will not sign up with the
possibility of implementing eligibility guidelines at
some point in the future that would actually narrow
t hat focus as well.

ACTI NG COMM SSI ONER ARI C: Representative, |
think the point about Cover All Pennsyl vani ans and
| anguage about wuniversal coverage and so forth is
aspirational to what we're trying to achieve.

But if your point is that the plan in front
of you and probably, frankly, any plan will not get
us to full universal coverage, you're absolutely

right. | think at the State |level that's probably
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not fully achievable.

REPRESENTATI VE REED: Okay. Thank you very
much. | appreciate it.

Thank you, M. Chairman.

REPRESENTATI VE KELLER: Thank you.

Represent ati ve Kathy Manderi no, pl ease.

REPRESENTATI VE MANDERI NO: Thank you
M. Chairman and M. | nsurance Comm ssioner.

' m so gl ad Representative Reed wants to
Cover All Pennsylvani ans, because | do have a
uni versal health-care bill. lt's House Bill 1660.
only have one Republican cosponsor so far, but I
invite your cosponsorship.

Thank you very much for being here.

Most of my questions about adul t Basic have
been answered, but the one thing that | just want to
explore a little bit further, picking up on where
Representative Reed left off, is let's assume that we
get Cover All Pennsylvanians as outlined in Governor
Rendel |l 's | atest proposal with the Mcare reserve fund
surplus noney going into the pot along with the extra
t obacco tax that he wants to put in there.

Is the estimate -- and again, understanding
that it's not an entitlement -- but is the estimate

that that | arger pot will be able to cover everyone
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who is waiting? everyone who is waiting under a
certain income |evel?

Can you give us a little bit nore detail
about what's anticipated that we will be able to
cover in addition to where we are now?

ACTI NG COMM SSI ONER ARI O: The answer is
yes, Representative.

The goal, the 271,000 that would be covered
in the projections under the programin the first
5 years, we believe is consistent with what the
take-up rate would be in the way that the programis
roll ed out and offered.

This does depend on a | ot of assunmptions
t hat actuaries work with. So you have assunptions in
t here, but the assunptions are not that this would
cause a waiting list or that we'd have to reduce the
program to cover that number of people.

Wth the funding the way the Governor
proposes it, that's the number of people that would
take up the offer, and we would add -- remember, we
only have 50,000 today in the adultBasic program so
were we to get to 271,000, that would be nore than a
fivefold increase in the program over the next
5 years.

REPRESENTATI VE MANDERI NOC: Gr eat .
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And | have a couple questions about CHIP,
but et me just kind of ask one other about
adul tBasic that rolls in.

When we did the Cover All Children, one of
the things which | actually kind of want to update a
report on is we allowed famlies over and above, |
think it's 300-percent poverty for children, but we
allowed famlies over that to buy in at cost.

Is that envisioned for adultBasic? |If
you're bare, if, you know, you meet all those other
requi rements -- you don't have insurance through an
enpl oyment or other source and you've been bare for
so long -- do we envision Cover All Pennsyl vani ans
al | owi ng people who can't get access to the health
i nsurance mar ket other ways to buy into adultBasic at
cost ?

ACTI NG COMM SSI ONER ARI O: Yes.

REPRESENTATI VE MANDERI NO: Gr eat .

Let me take that right to CHIP. Tell nme
about where we are with Cover All Children in terms
of what's happening with enroll ment, what's happening
with the buy-ins for CHI P Plus, and particularly
what's happening with what 1'lIl call the full-cost
buy-ins?

ACTI NG COMM SSI ONER ARI C: ' m going to give
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t hat one to George.

DEPUTY COMM SSI ONER HOOVER: Sure, and thank
you for your support with the Cover All Kids
expansi on to CHI P. It has enabled us to offer health
care to all children that meet the eligibility
requi rements.

Enrol | ment has continued to grow al nost
every nonth since we have i nmplenmented Cover All Kids,
and we're up to now about 168,000 kids enrolled in
t he program Over the course of the Governor's
Adm ni stration, enroll ment has grown about 35 percent
over where it was when he took office.

And we actually do have about a thousand
children that have their famly, as of the current
data as of this month, that are actually buying in at
cost. So there are about a thousand kids that
obvi ously wouldn't have had health care that are
above 300 percent.

Pl us, we've got a nunmber of other children,
probably in the neighborhood of 5,000, that are in
t he expanded eligibility group

REPRESENTATI VE MANDERI NO: Okay.

Can you tell me, one of the things that ny
recollection is that we did in order to protect

agai nst concerns that people m ght have had about




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

55

fol ks droppi ng coverage and going into CHI P, we have

put

of

track or
t hat

that's kind of

we

about

pol

i nsurance side and from - -

a kind of go-bare for

age in the programrequirenents.

tell kind of what

i mpact

something that is a barrier?

a good policy deci si

" mjust trying to get

know yet, based on whatever

a year now, whether that was

icy decision, from both sides,

i nsured versus the insurance side.

| just want

t hat .

it'

asking that
fromthe advocates that
period |ike that,

And even if

out

t hi

i deal

know t hat it

ACTI NG COMM SSI ONER ARI C:
s a very good question, and I

from both sides,

it's a deterrent
it's not a deterrent, i
of coverage for some period of
ngs can happen in that tine.
thing to do.

si de of

But on the other

wor ks. It does avoid

any children over

t hat

because you will

when you put

So it's not

t he equati on,

2 years
Are you able to
has had? |Is
| s that somet hing

on?

a feeling of whether

track record we have,

a good or a bad

fromthe famly

fromthe child being

to understand the inmpact of

Representati ve,

appreci ate your

hear
in a go-bare
for some people.
t does keep them
time, and some bad

t he

we do

the crowd-out




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

56

problem  We believe there hasn't been a crowd- out
problemin the CHI P programin this State, and we
believe that the period of uninsurance, the 6 months
of uni nsurance, is the principal reason, and that's
consi stent with data around the country.

There frankly are very few people out there
who currently have insurance who want to game the
system so badly that they want to give up their own
i nsurance and go bare for some period of tinme,

6 months or more, and then conme in and try to get in
a different State program

So it's not the ideal, but it's probably a
necessary part of a programlike this to avoid the
crowd- out problem that you reference.

REPRESENTATI VE MANDERI NO: Gr eat .

My | ast question goes again to the Mare
abatement. And in response to Representative Lentz,
you said, you know, we're in a much better insurance
mar ket pl ace than we have been in the past, but that
was a very subjective, | guess, analysis.

What |I'm |l ooking for is, my recollection,
again under the Mcare Act, the department nust
certify by some stated date every year what the
status of the insurance market is in order to decide

whet her or not the Mcare abatement is still
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necessary. \What is that date certain for this year?
Has it come or has it not come?

ACTI NG COMM SSI ONER ARI C: Representati ve,
your recollection is generally correct. It's not
gquite every year, though. The program envi sioned
deci sions every couple years depending on how first
deci si ons went and so forth.

So there was a decision point |last year, in
2007, on whether to take the market up, and it didn't
deal directly with the abatenents. It dealt with,

t oday, the market is half a mllion, you pay it for
yourself through the marketplace; the next half
mllion is the Mcare | ayer.

So the decision point in 2007 was, should
t hat 500 nunmber be taken up to 750, so that
three-quarters of the coverage would be in the

private sector, one-quarter from Mcare?

The decision was not to do that. Again, |
wasn't directly involved in that. It was right at
the time that | was comng in, but |I've | ooked at it

now and |l earned it, because | know |I'm going to have
to make the decision in the future, and | think the
principal reason it wasn't done was because in the
prior markets, mpst of the market was insurance

compani es. Those are the kinds of animals that we
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know well, we know what kind of capitalization they
have, and they follow all the rules. Today, nore
than a quarter of the market is risk-retention
groups. Those are entities that are subject to |ess
regul ati on. They kind of conme into the market when
there are problems with getting insurance conmpanies
to cone into the market. So there was a nervousness
about whet her those risk-retention groups were here
to stay, were they financially solid, and so forth.
And so that's the part that continues to be | ooked
at .

The next decision point, based on the fact
that we didn't step up, as they say, in 2007, is in
June of 2009, and that would be another decision
about whether to go from 500 to 750. So that's still
more than a year away.

Again, | want to underscore, there are
di scussions in this building, and I think they're
good di scussi ons, about making those decisions on a
mor e graduated basis so that you can slowly ramp up
t here and have | ess disruption, and it makes it
easier to deal with uncertainties |like risk-retention
group if you're only taking that baby step instead of
this leap to 750.

REPRESENTATI VE MANDERI NOC: Okay. Thank you.
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Thank you, M. Chairman.

REPRESENTATI VE KELLER: Thank you.

Just for the members' information, the
Pennsyl vania State Police are scheduled to be here at
2: 30. So | thought the |onger you make them wait,

t hose of us that drive the turnpi ke, that would be a
good piece of information to have.

Next, Representative Gordon Denlinger.

REPRESENTATI VE DENLI NGER: M. Chairman, you
know how to put fear into people right there.

ACTI NG COMM SSI ONER ARI O: It was those auto
CAT surcharge funds, right?

REPRESENTATI VE DENLI NGER: There it is.

Good afternoon.

ACTI NG COMM SSI ONER ARI C: Good afternoon.

REPRESENTATI VE DENLI NGER: A coupl e of
guesti ons about comunity health reinvestment, and
then | want to go into sone items about CHI P.

But the portion of CHR dollars that fl ow
toward adultBasic is about 60 percent. In this
budget that you submtted, you are estimating that
this allocation will rise from approxi mately
$90 mllion in '07-08 to over $121 mllion in '08-09.
What is the reason for the increase?

ACTI NG COMM SSI ONER ARI C: Representati ve,
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good question, because | | ooked at the nunbers and
asked the same thing, and the answer is that it's
related to changing froma fiscal year to a cal endar
year or vice-versa, based on some sort of carryover
money that gives us a particularly |arge share next
year.

I f you | ook out into the out-years, you go
back into the $80 mllion range, and then it starts
ranmpi ng up at a more gradual basis based on prem um
growt h.

So the CHR, this year is kind of an
exception, aberration year at $120 mllion. The

funding there really is kind of a baseline of about

$80 mllion, and then the budget numbers project that

we're going to continue to have an expandi ng
heal t h-care market. Prem unms are going to go up,

t herefore CHR contri butions go up on a, | think a 2-
or 4-percent per year basis.

REPRESENTATI VE DENLI NGER: So there was
nothing in that calculation that relates back to the
proposed Hi ghmark-1BC consolidation?

ACTI NG COMM SSI ONER ARI C: Yes, there is
nothing in there that relates to that in any form or
fashi on.

REPRESENTATI VE DENLI NGER: Okay.
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On that consolidation, Hi ghmark and IBC, if
t hat noves forward, assum ng that it does, what
requi rements do you expect to place on the new entity
as far as CHR?

ACTI NG COMM SSI ONER ARI C: Representative, |
have no thoughts on that at this point. The first
deci sion point on that consolidation is that the
Legi sl ature, going back to what Representative
Godshal | gave me, has set seven basic criteria that
have to be met for that consolidation to be approved.

Our focus today is on whether those seven
conditions are met. W'Il do an analysis. W'IlI|l do
a set of public hearings. We'Ill make that decision.

| f that decision is no, then any discussion
about anything else is irrelevant. | f that decision
is yes, then |I've heard talk that people may say,
well, there maybe ought to be some conditions. So
t hat could be a subject of discussion at that point.

But for right now, the issue is, is that
consol i dation good for Pennsylvania or not? And I
know there's a | ot of discussion about spending money
that may or may not come, but | would submt to you,
t he health marketplace in Pennsylvania is about a
trillion-dollar market over the next 10 years -- a

trillion-dollar market. That decision ought to be
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made on what's good for that trillion-dollar market
and not on, you know, $20 mllion or $80 mllion or
even a billion dollars here and there. Those are

smal | amounts of nmoney that shouldn't interfere with

the right decision in that case.
REPRESENTATI VE DENLI NGER: So we'r
early in the process; we're not ready for

requi rements at this point?

e alittle

ACTI NG COMM SSI ONER ARI Ot No. We have

sai d, Representative, that if we get full

cooperation

from Hi ghmark and |1 BC, we believe we can hold public

hearings sometime this sumer. Probably July is what

we're | ooking at optimstically right now.

And if we hold to that timetable and, again,

we get full cooperation after the hearing,
have a decision by the end of the year.
REPRESENTATI VE DENLI NGER: Movi ng

the CHI P program | guess at the Federal |

we coul d

over to

evel where

we stand at this point is that SCHI P has expired and

we' re operating under a continuing resol ut

i on that

funds States that are in danger of having their CH P

program shut down. Is that correct?

ACTI NG COMM SSI ONER ARI C: Representati ve,

that's correct.

Pennsylvania is in a little better

shape




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

63

t han npst States in ternms of how |l ong we can go with
t he continuing resolutions and so forth. But you're
essentially right; we're living on borrowed time on
t hat program

REPRESENTATI VE DENLI NGER: And | have
understood that we in fact have generally had a | ot
of money in this area. In fact, we have significant
reserves. Based on our |level of reserves, how | ong
can we run without reauthorization?

ACTI NG COMM SSI ONER ARI O: George is better,
if you could answer that.

DEPUTY COWMM SSI ONER HOOVER: Sur e.

Number one, if we didn't have noney, we
woul d be able to get noney the same as other States
who have conmpletely run out of nmoney. But with the
money that we have right now, we're good through

January of 2009.

But we would also qualify -- we have
$151 mllion in reserves as of the beginning of next
fiscal year. So as of July 1, 2008, we'll already
have $151 mllion in reserves. So we would be able

to carry that money forward. When we ran out of
money, we would then qualify for our allocation.
Many States that have run out of noney and

didn't have the reserves |like we do are using their
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al | ocati on. So you only get your allocation for next
year when you have run out of any carryover funds.

REPRESENTATI VE DENLI NGER: Al'l right.

ACTI NG COMM SSI ONER ARI C: Representati ve,
the way | translate that, too, is remenber, there's
an election here in Novenber and there will be a new
Adm ni stration in. So long before we would run out
of money, that new Adm nistration, whatever it
happens to be and whatever position it takes, it wil
have control over these decisions nmore than the
current regime.

REPRESENTATI VE DENLI NGER: So for good or
for ill, hopefully the election will fix that issue.

ACTI NG COMM SSI ONER ARI O: Yes.

REPRESENTATI VE DENLI NGER: Good.

DEPUTY COWMM SSI ONER HOOVER: There's

actually $168 mllion there waiting for us. That's
what our allocation is for the year. So we don't
need to tap into that until we would run through the

$151 mllion.

REPRESENTATI VE DENLI NGER: Well, in light of
t hat discussion, let's go through a little scenario
here.

If we're put into a position where we have

to spend down our entire reserve and that ship is
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reaut hori zed either at |evel funding or perhaps even
a decrease in funding and we don't have the noney to
pay for the expanded CHI P program the popul ation
expansion that we've had, what exactly will you do?
How wi Il you handl e that?

ACTI NG COMM SSI ONER ARI C: Representati ve,
this is one of them |'m happy to say, that will fal
back into your | ap, because it would be an
appropriation issue. | f there was a shortage of
Federal money for that program sonme hard deci sions
woul d have to be made as to whether we want to put
more State resource into that or change the program
in some form or fashion.

| would say that | don't think that that's
the likely scenario with that program That program
tends to be quite popular on both sides of the aisle,
and so | anticipate that that programw Il continue
to be federally supported.

But if it's not, |ike any other kind of
federally supported program the State would have to
make some hard deci sions about how to respond in
t hose circunmstances.

REPRESENTATI VE DENLI NGER: Well, would you
take the step of seeking Federal approval to switch

fundi ng over to medi cal assistance?
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ACTI NG COMM SSI ONER ARI O: | believe that
guestion is premature, and | believe it also -- well,
| know it wouldn't be a question that | as Insurance

Comm ssi oner would have the principal role in. That
woul d be a decision for the Governor, and | think
maybe he would listen nore to his Secretary of

Public Welfare rather than his Insurance Comm ssi oner
on that.

REPRESENTATI VE DENLI NGER: And then one
final item and I'll keep moving here, M. Chairman.

CMS, the Centers for Medicare & Medicaid
Services, sent a "Dear State Health Officials" letter
out | ast August regarding SCH P, and the letter
basically says that any State CHIP program that in
order for it to be expanded above the 250-percent
poverty |l evel, that we have to be providing insurance
to a popul ation of 95 percent of those in the State
who qualify for CHI P and who are at 200 percent or
bel ow t he Federal poverty |evel.

As | understand the nunbers given earlier, |
think we would be in technical violation of that
letter. Am 1 correct in my understanding there?

ACTI NG COMM SSI ONER ARI C: Representati ve,
we believe we're very close at meeting that

particul ar standard.
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And again | would point out that there are a
number of other standards in that bill, and we're
actually one of the |leading States in the country in
terms of meeting with CMS and discussing these issues
to come closer to neeting most of those standards.

But I will also note to you that there is
litigation over that from other States. W have not
been a party. Again, we tend to be a pretty shining
example of a State that has a pretty stellar program
here. And we are trying to work with CMS on this,
but some of their conditions, |ike extending the
uni nsurance period from 6 months to a year and some
of the other conditions, we're not particularly
enamored with.

And how exactly this all works out in an
environment in which, again, there will be different
peopl e maki ng decisions at CMS shortly, those
guestions involve some fairly conplicated
back-and-forth di scussions.

REPRESENTATI VE DENLI NGER: Very good.

Thank you, M. Chairman.

REPRESENTATI VE KELLER: Thank you.

Representative Cherell e Parker.

REPRESENTATI VE PARKER: Thank you,

M. Chair, and I'll definitely be brief. | only have
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two very short questions.

Gentl emen, if you could just briefly, for ny
benefit and the benefit of those who are watching,
because sonetines when we are tal king about policy
and we spew numbers, things get a tad bit confusing
for those who are watching.

So | just want to make sure |I'm correct in
recappi ng that you noted that here in the
Comonweal th of Pennsylvania, with a popul ation of
approximately 12 mllion people, we have
approxi mately 800,000, almost a mllion adults who
live in our Commonweal th who are uninsured.

ACTI NG COMM SSI ONER ARI C: Representati ve,
that's correct.

REPRESENTATI VE PARKER: But you al so noted
t hat probably only a third of those who apply to
enroll in our adultBasic actually have gained service
based on the eligibility requirements along with the
long waiting lists. | just want to make sure |I'm
cl ear.

There was a waiting list to eligible
requi rements, and that many times when we are in a
position to offer them a spot in the program many of
their circunstances have changed. | just want to

make sure |'m clear, because the one thing I didn't
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hear you say, because it sounds very confusing to the
public when we give a nunber of alnmpst a mllion
adults who are uninsured, and we have a program and
only a third of them are being served.

What we didn't talk about was the number of
t hose people wi thout insurance who use our emergency
roons as preventive care when they are in crisis
mode, and in the end, the State has to pay for those
services on the back end. So if they were enrolled
in the program we could be focusing on preventive
versus crisis care, and | just wanted to get your
prof essi onal opinion on that.

ACTI NG COMM SSI ONER ARI C: Representati ve,

t hank you very much for that question.

We have so far tal ked about the uninsured
problemin ternms of access for those people, and
that's very inportant both as a policy matter and as
a moral matter, frankly, to address.

But it can also be | ooked at as a cost issue
in the system because the reality is, as you
suggest, when people don't have insurance in this
society, they do not go without any help forever;

t hey show up in emergency roonms. And as a good
society and also with a push fromthe Federal

government saying that hospitals have to do it, they
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have to see people in the emergency room and that is
a cost that's in the system

And guess what? As you point out, the care
there is nmuch nore expensive. It's estimated that
the cost of the uninsured is sonmething |like a
6- percent drag on everybody el se's prem uns.
Hospitals don't get paid there. They put that cost
into the commercial ratepayers' rates, and we all pay
more for it.

So we want to fully get a handle on these
issues froma cost perspective, and that's critical.
If we don't control the costs of health care, these
ot her things that we do aren't going to matter in the
| ong run.

And part of controlling costs is getting the
uni nsured into care where they can get the same kind
of preventive care -- chronic-care managenment,

di sease management -- that is used in the parts of
the market, particularly |arge group market, where
we're nost effective at controlling costs.

So a very important point. Thank you for
t hat questi on.

REPRESENTATI VE PARKER: Thank you.

Finally -- just the | ast question, M.

Chairman -- | want to just go back to some coments




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

71

t hat Chairmen DeLuca and M cozzie mentioned as it
relates to small businesses and this actual
popul ati on, and we want you to really describe them
for those who are watching. Because when we talk
about covering the uninsured and we talk about those
smal | businesses, who | believe are the lifeline of
the econom c stability of our Commonweal th and even
much of our country, although some of them do provide
health care, those who can find a way to afford it,
you know, with the revenue that they generate, there
are a lot who really would like to provide insurance
and cover their workers. And these are workers who
are working full time and not individuals who are
sitting home twi ddling their thunmbs asking for the
State to give them a hand out, but that they are
really seeking self-sufficiency.

Could you just tell us a little bit again
about that denographic of people who, they work full
time but they are still in need of health-care
i nsurance?

ACTI NG COMM SSI ONER ARI O: Most of the
uni nsured work full time. That's a very inportant
poi nt and oftentimes an overl ooked one in the market.

| traveled from Phil adel phia out to

Pittsburgh and many stops in between listening to
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smal | busi ness owners descri be their health-care

i ssues, and they wrestle with it. There are very,
very few small business owners who don't want to

provide health care. When they don't provide it,

it's because they can't manage it.

And several, you know, we were told very
hard luck stories about how they did provide it, and
then they saw rate increases or they had a workforce
t hat wasn't on the healthy end of the spectrum and so
they couldn't afford it anynore.

Agai n, those groups are very, very
vul nerable in today's marketplace with no rating
restrictions to |arge, unaffordable rates if they
have anybody in the group who is sick. And as a
society, presumably the people who are sick are the
peopl e who nost need the care, whom we ought to be
most concerned with.

But as one of nmy coll eagues |ikes to say,
there's a |l ot of conpetition in this State in the
heal t h-care business for the healthiest risks.
Everybody wants, all the insurers want to get the
heal t hi est risks because they make nmoney on those,
but they don't want to have a big pool, let's say,
with the unhealthy.

So we heard froma | ot of those people, and
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there are people in real need out there, people

| osing their insurance every day. As a State, we
have gone from 68 percent of enployer-based coverage
to 60-percent enployer-based coverage. That's one of
the steepest drops in the country in the | ast

6 years.

So it's a very real and very difficult
probl em out there, and | hope we can work with you
and the rest of the General Assenbly to solve it.

REPRESENTATI VE PARKER: Thank you.

Thank you, M. Chairman.

REPRESENTATI VE KELLER: Thank you.

Representative Scott Petri, please.

REPRESENTATI VE PETRI : Thank you,

M. Chair man.

Thank you, Conm ssioner.

ACTI NG COMM SSI ONER ARI O: Thank you.

REPRESENTATI VE PETRI : During the summer, on
a bipartisan basis, the Bucks County del egation held
a hearing with a number of insurance health-rel ated
people, and | thought it was pretty informative.

One of the many issues or concerns that came
up actually came up with the proposed reinbursement,
and using the Mercer actuarial study, it was

projected that the reinmbursement rate woul d be equal
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to MA plus 5 percent.

And t he doctors, in particular, that
testified indicated to us that based upon their
current practices, they could not even afford to pay
their nurses under that reinbursement rate.

| can't imagine Bucks County is singular in
t hat . Has your Department heard concerns about the
proposed rei nbursement rates under Cover All
Pennsyl vani ans?

ACTI NG COMM SSI ONER ARI C: Representati ve,
absol utely we have.

This may be a better question to take up in
more detail at the next hearing, or | guess two up
the road. There's a State Police hearing and then
there's a 3 o' clock hearing where Rosemarie Greco
will be here fromthe Office of Health Care Reform,
and they've wrestled with these questions.

Somebody asked, what happens if you don't
have enough noney in the programto cover everybody?
And there are a lot of different give points in the
program One of them always is, well, how nuch are
we going to reinburse the providers in this progranf
And that issue gets debated, as you know, in this
building quite a bit.

Most of the current models that are out
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there envision a higher level of reimbursenment than
the Medicaid plus 5 that you referenced. At those
nunbers, the doctors have made their point that those
rei mbursement |evels are pretty, pretty tough for
them and so again, nost of the proposals here are
going to have a higher |evel of reinbursement.

But as we get into the number crunch on
this, trying to get a program done, that's one of the
t ough tradeoffs, is how much do we pay the providers?
What does that nmean in terms of how many people we
can cover? \What does that mean in terms of what the
benefit package is going to be? So it's a very
i mportant point.

REPRESENTATI VE PETRI : Well, | want to take
it the next step.

As a regulator, I'"mcurious as to your
reaction, because since the delay in the Mare
situation to March 31, many of the physicians have
come to me with, I would call them fears about what
they may be required to do in order to continue to
receive the abatenment.

|s there going to be and as a regul ator do
you think it's appropriate that there be some sort of
tie or agreement that says, well, if you want to

continue to receive your abatement, you wil
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subscri be?

That's a real fear doctors have expressed to

ACTI NG COMM SSI ONER ARI C: Representati ve,
you're asking some very tough questions here, but if
you say to me, if the Comonwealth is going to spend
precious dollars on an abatement program -- and we
have spent a |lot of money on it -- is it appropriate
to think about obligations in return for that? |
thing it's appropriate to think about it.

Are there particular ones that have to be
part of a program? No, but | know there are
proposals in this building to | ook at, you know,
certain obligations in relation to that. And |' m not
making friends with my medical provider community
here, but | don't think that's an inappropriate
cat egory.

| think all of us ought to think both in
terms of what we can get from the government and what
we can do to help the Commonwealth with its probl ens
at the same time.

REPRESENTATI VE PETRI : Well, | do think it
IS an appropriate debate. However, understand that
doctors are looking at it |ike on the one hand,

can't continue to stay without the abatenment, so if
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you don't give ne the abatenment, you don't want me.
And if you make me subscribe to this program where
the rei mbursenment rate is below my actual costs, |
also can't stay. So in either event, in my opinion,
it's an insult to the subscriber, because they wll
not have a doctor to treat them so you have a
program t hat doesn't really work.

| want to switch topics a mnute, and | want
to talk a little bit about the Governor's proposal to
provide a flood tax on policies. | "ve heard some
rumors that it would only be on flood insurance
policies, and then | also heard that it would be on
all property policies, and | was wondering if you had
any of the details on that.

ACTI NG COMM SSI ONER ARI C: Representati ve,
yes, | do.

We started with the notion that it would, if
possible, it would make some sense to target that on
the structures, and it's not just homeowners but al so
commercial structures in the floodplains that were
going to directly benefit. But when we | ooked at how
to do that, there wasn't an adm nistratively feasible
way to do it.

So then we thought about, well, if we go all

the way to the other extreme and have it be a
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t ax- supported program that would spread the cost
anong everybody in the Commobnweal th.

And in the end, we came back in the m ddle
bet ween the two and have a program that is now based
on a small, a very small 7 cents per $100 of property
coverage on all property insurance coverages in the
St ate.

So that sweeps in all the homeowner
policies, which is about half of it, and all the
commer ci al insurance property-based coverages, which
is the other half.

And for a homeowner, doing the math on
7 cents per $100, the average homeowner policy is
about 600 bucks, and so you're tal king about 42 cents
on a typical homeowner policy.

REPRESENTATI VE PETRI : Now, | ast question.

What do you project raising fromthat tax
and what do you intend to do with it? Because that's
the real issue.

ACTI NG COMM SSI ONER ARI C: Representati ve,
that will raise $3.3 mllion per year, and that money
combi ned with some Federal noney supports a bonding
program

And the details of that are not sonething

t hat nmy department handles. Those are good questions
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for the Department of Environmental Protection. But
the revenue streamis $3.3 mllion per year fromthe
assessnment that we tal ked about.

REPRESENTATI VE PETRI : Thank you,
M. Chairman.

REPRESENTATI VE KELLER: Thank you.

Representative Scott Conklin.

REPRESENTATI VE CONKLI N: | know we're
running late on time, so |I'mgoing to shorten up a
| ot of them | just want to follow up on what
Cherell e and some other folks were tal king about.

When you are tal king about the fol ks, when
you are | ooking at the Governor's proposed budget --
| believe it's $479 mllion for Cover All
Pennsyl vani ans -- when you're talking about that
800, 000, are you using the number of the $479 million
to cover all 800,000 or are you using the figure of
about 270,000 people will actually come in and sign
up for the insurance?

ACTI NG COMM SSI ONER ARI C: Representati ve,
' m not sure if you're using the $479 mllion and in
what year's spectrum but we're tal king about the
real program here, which would cover, we project,
271,000, up fromthe 50,000 currently to 271,000 by

year 5.
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REPRESENTATI VE CONKLI N: Okay. So the
279 is the figure using the 271 enroll ment?

ACTI NG COMM SSI ONER ARI C: The 479 -- |I'm
| ooki ng at some of nmy nunbers here, and |'m not
seeing the 479 number that you are using, but---

REPRESENTATI VE CONKLI N: There is
$479.5 mllion in the '08-09 for the projected
proposal that the Governor has to Cover All
Pennsyl vani ans.

ACTI NG COMM SSI ONER ARI C: Yes,
Representati ve. | now do see it.

In the first year, that is the total cost.
That includes about $200 mlIlion comng fromthe
Federal governnent.

That's an inmportant point in the CAP
program is unlike CHI P, today adultBasic is all
funded with State noney. CHI P is funded about
two-thirds with Federal nmoney, and this programin
its first year would have $200 mlIlion roughly of

Federal funding in that 479.

REPRESENTATI VE CONKLI N:  Okay. | s that
taking into account the buy-in that folks will have
to pay in, those folks who will have to pay in it

because of their income or because of the

contribution that they'd have to put in?
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ACTI NG COMM SSI ONER ARI C: Representati ve,

yes, it will

That's an i nmportant point: In the first
year, $77 mllion of enrollee share contributions,
and if you | ook out to year 5, $258 mllion of

enrol |l ee participation.

So this programis very nmuch a partnership.
The Federal governnment has a share, the State
government has a share, but the phrase |I hear a | ot
these days is "skin in the game." Everybody has to
have skin in the game so that they pay attention to
heal t h-care costs.

| think it's absolutely correct. Everybody

needs to be sensitive to costs in the system and

this program has $258 mllion com ng from enroll ees
by year 5.
REPRESENTATI VE CONKLI N: | "' m actually going

somewhere with this.

Cherell e brought up a point that | think
needs to be known, that when you | ook at Pennsyl vani a
t oday and you're | ooking at those fol ks that have to
run a hospital, | knowin my little community one of
the reasons it closed were the uninsured, that they
coul d not absorb the | arge number of uninsured people

comng into that facility who needed coverage but had
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no means to pay for it.

St atewi de, do you have any figure about how
much statew de hospitals | ose because of treating
uni nsured i ndividual s?

ACTI NG COMM SSI ONER ARI C: Representati ve,

no, | do not, and I wouldn't want to hazard a guess
on that, but "Il get you that number.
REPRESENTATI VE CONKLI N:  Well, what |I'm

getting at, as we go down the road, am | correct in
presum ng that as we go down the road to Cover All
Pennsyl vani ans, in the long run not only will people
have better health care, not only will these
facilities such as my little rural area that had to
cl ose, and one of the reasons was treating uninsured

i ndi viduals, don't you believe that that figure of

just the noney that we'll save alone for not having
hospitals | osing money that will come back into the
State will actually be beneficial costwi se? Forget

t he human aspect of it, which is the most i mportant
aspect, but for those individuals that believe that
the penny is much nmore important than the pound of
flesh, that we can save? Do you believe that that
may come as a break-even point in the long run?
ACTI NG COMM SSI ONER ARI C: Representati ve,

absol utely.




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

83

| mean, if you draw the | arger context here,
the United States spends 16 percent of GDP on health
care. That's twice as much as any other country in
the world, and we get less for it in terms of
results. So there are tremendous inefficiencies in
our current system and you're putting your finger on
some of them

If we can get the various parties together
into some system that has everybody in and covered
and everybody getting the nmost cost effective sort of
treatment, absolutely the hospitals benefit, the
provi ders benefit, the citizens benefit.

It's in all of our interests to get this job
done, and there are tremendous efficiencies.

REPRESENTATI VE CONKLI N: Thank you.

Thank you, M. Chairman.

REPRESENTATI VE KELLER: Thank you.

The first menmber to cut into the State
Police time, Representative Steve Barrar.

ACTI NG COMM SSI ONER ARIO: Can | refuse to
answer anynore questions so | don't get involved
here?

REPRESENTATI VE BARRAR: "' m goi ng out and
buying a radar unit right after this so | have one of

t hose radar detector things.




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

84

Good afternoon, Comm ssioner.

ACTI NG COMM SSI ONER ARI C: Good afternoon.

REPRESENTATI VE BARRAR: Awhi l e ago | think
we had spoken about an issue with the chiropractors
and ot her health-care providers dealing with multiple
copays, where they would pay multiple copays for
different services performed in an office instead of
one copay per office visit.

What is happening with that now? 1Is there
anything going on with that?

ACTI NG COMM SSI ONER ARI C: Representati ve,
yes. We're continuing to work on that situation.

Earlier we had a conversation about
rei moursenments and how rei nbursements are basically a
mar ket - based transaction. W don't get in the mddle
of them But we do get in the mddle of unfair
practices and set some sideboards on that, and one of
t hose practices is the one that you and | discussed
where there are multiple copays.

And we al so discussed the situation where
somebody is reimbursed and then some period |later, a
| ong period | ater maybe, they are told that that was
an i mproper reimbursenment and they need to pay it
back.

| think those are issues that are worth
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| ooki ng at. And on the issue of the timeline in
particul ar, we may want to address that
| egi sl atively.

But the copay issue is also one, and
believe the particular situation that we discussed
has been resol ved. But | can get back to you on the
specifics of that.

REPRESENTATI VE BARRAR: Yes. They have
forwarded me | egislation that |I think one of the
ot her States just passed. | can't remember which
one. But they're asking me to take a | ook at that
and then something I would run by you.

On anot her issue, a real quick question, the
Under ground Storage Tank Fund. There was a
controversy earlier this year dealing with a penny
increase in the fund. Can you explain to us what
happen with that?

ACTI NG COMM SSI ONER ARI O: Yes. That fund,
and this is where insurance regul ators, sometimes we
are told that we make | ousy friends but great
ancestors, because we tell people, you know, the
party today has consequences tonorrow. But if we do
our job right, our ancestors could say, thank God
someone is protecting the future, and the future in

that case is a $375 mllion unfunded liability.
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We tal ked about the Mcare unfunded
liability. The tank program has a $375 mllion
unfunded liability. So that board | ooked at that and
said they would vote -- these are the people that
actually pay these fees -- they said, we think we
ought to increase the fee to cover that.

When that went to the Legislature -- and |
fault myself for not consulting with the Legislature
before it came forward -- but when it came forward in
the Legislature, they said, this |ooks an awful | ot
like a gas tax to us; we don't think it should be
done right now with gas at over $3 a gallon, and as
you know, it's only gotten worse since.

So when it was framed that way and the
guestion was, well, do we have to do this today at a
period of high gas prices, the answer is no. W can
keep the party going today, because the cash flow is
there all the way to 2014, so it's not an immedi ate
problem for us. But | do have to be the guy that
tells you that if we continue to put it off, at sonme
point there's going to be that $375 mllion
liability.

Today, that would come due in 2014. So we
put the problem off, and that's essentially what

happened there.
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REPRESENTATI VE BARRAR: So the fund, are you
saying that the fund is broke right now, or is there
a surplus of money in the fund? Or is that
l[iability, that 300-some-mllion-dollar liability,
existing debt that is bills that need to be paid
t oday?

ACTI NG COMM SSI ONER ARI Ot It depends on
what you mean by broke. It's not broke in a
cash-fl ow way. Agai n, we have nopney to continue to
handl e obligations all the way to 2014.

But from an insurance perspective, it is
insolvent in the long run, because if we don't have
some change in the program we will run out of money
and we'll have $375 mllion in debt that we won't be
able to cover on current projections.

So yes, it's broken in the |long-run sense
and it will have to be addressed.

And by the way, the $375 mllion liability
assumes that the full $100,000 mllion that was
borrowed by the Legislature some years ago is paid
back. In this budget, there is a $10 mllion paynent
back on that $100 mllion, and there have been
several paynments previously.

If that were not to happen, then there would

be even more than a $375 mllion liability there.
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REPRESENTATI VE BARRAR:
was - -
Was t hat

was t hat? 200372

ACTI NG COMM SSI ONER ARI Ot I

it's about -- it

t he decade.

there was a raid on the fund.

s somewhere right

So the funding
And what year

m not sure, but

around the turn of

REPRESENTATI VE BARRAR: Okay. Al'l right.

ACTI NG COMM SSI ONER ARI C: | can get that
nunmber for you, too.

REPRESENTATI VE BARRAR: Yes.

ACTI NG COMM SSI ONER ARI C: We'l|l get that
number, that data for you. | believe it's right

around 2000.

REPRESENTATI VE BARRAR:

And the fund

coll ects how much per year?

ACTI NG COMM SSI ONER ARI C: It is in the
$80 or $90 million dollar range.

REPRESENTATI VE BARRAR: And it spends what
it takes in, or does it accumulate a pot of money?

ACTI NG COMM SSI ONER ARI C: Last year, |

believe it took in, you know,
$80 mllion and spent
mllion dollar shortfall,

"1l get you the exact

REPRESENTATI VE BARRAR:

slightly nore,
somet hing in that

nunmbers on that,

slightly under

so a couple
range.
t 00.

Gr eat .
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REPRESENTATI VE KELLER: Thank you.

Representati ve Dan Frankel .

REPRESENTATI VE FRANKEL: Thanks,
M. Chairman.

Comm ssioner, very nice to meet you.

ACTI NG COMM SSI ONER ARI O: You, too.

REPRESENTATI VE FRANKEL: Let me just quickly
-- and | don't want to spend a lot of time on this,
but maybe you can put on your prognostication hat
with respect, and I want to change the subject, to
property/casualty insurance.

| mean, we're seeing, you know, incredible
volatility in the financial markets, the coll apse of
the credit markets. We've been enjoying -- | mean,
at | east commercial consunmers of insurance have been
enjoying a pretty soft market, a conpetitive
mar ket pl ace for property and casualty coverage.

Do you see -- and we had these incredible
di sappointing earnings from Al G | ast week, probably
the largest, if not one of the |argest insurers of
commer ci al property/casualty insurance in the
country. Do you have any concerns with respect to
the soft market being replaced by a hard market? A

shrink in the capacity to wite comercial property
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and casualty insurance and issues with solvency
potentially down the road with carriers?

And let nme also -- while you are doing that,
"1l put it all on the table at one time -- with
respect to the personal property casualty business,
with the problems in the lending with credit,
homeowners' policies, foreclosures, what are we
seeing in the personal property and casualty
busi ness, both on the homeowners and the autonobile
side, on cancellations and on renewals, things |ike
t hat ?

ACTI NG COMM SSI ONER ARI O: An excellent set
of questions. You have a good beat on the market the
way you framed the questions there.

| would have told you generally, and | still
woul d tell you generally, that | think the property
and casualty markets are quite solid and stable
t oday.

In general terms, the market is doing better
financially for the | ast several years and |likely
into 2008 than it has done since the 1970s, and in
some respects since the 1950s. So the financial
fundanmental s here are very, very solid.

The reason, the only reason | hesitate a

little is that | read my Wall Street Journal
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yesterday that Warren Buffett, who is somewhat of a
better prognosticator than I am-- at least in ny
view he is -- said that he thought that the
property/casualty industry was going to take about a
4- poi nt knockdown this year based on what you
referenced around the | ending, the credit crisis, and
so forth.

And a nunber of nmy coll eagues, particularly
t he New York superintendent, Eric Dinallo, and the
W sconsin Comm ssi oner, Sean Dilweg, are wrestling
with the bond insurers and trying to manage t hat
mar ket .

So there are some troubling signs out there,
and, you know, we've had 3 years of pretty |ow-1I|evel
catastrophe exposures by the major carriers. Wre
there to be a major set of catastrophes this year, we
woul d see a real crisis down there in Florida. That
woul d spill over to other marketpl aces.

And so there are warning signs on the
hori zon, the most important of which is
Warren Buffett's warning about a 4-percent knockdown.
That is something to be concerned with. But in
general terms, the markets are pretty solid here.

And nmy daily inbox has the same kind of set

of questions that nostly have been asked here, which




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

92

are health questions. Everybody is concerned about
the affordability of health care. And | don't,
frankly, have a | ot of issues comng into my office
about the property and casualty, particularly the
personal |ines.

Now, having said that, | normally hear from
peopl e in Philadel phia about auto insurance and so
forth. So it's not perfect, but relatively speaking,
those markets are pretty stable.

REPRESENTATI VE FRANKEL: Thank you.

REPRESENTATI VE KELLER: M. Comm ssi oner,
the oracle from Omha is al ways correct?

ACTI NG COMM SSI ONER ARI C: | just say he's a
better prognosticator than ne. If he were al ways
correct, he would be even wealthier than he is.

REPRESENTATI VE KELLER: Vi ce Chairman
Representative Craig Dally, please.

REPRESENTATI VE DALLY: Thank you,

M. Chair man.

Good afternoon, Comm ssioner.

ACTI NG COMM SSI ONER ARI C: Good afternoon.

REPRESENTATI VE DALLY: Comm ssi oner, | was
happy to hear in your earlier testinmony that the
Governor enthusiastically endorses the Mare

abat ement program But | guess actions speak | ouder




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

93

t han wor ds.

Back in December when that was due to
expire, he decided to hold it hostage for political
reasons. We, nyself and Representative Reichley and
the entire Lehigh Valley del egation, sponsored a
resolution requesting that he extend the Mare
payment for 90 days pending, you know, resolution of
t he outstandi ng issues. So that resolution wasn't
consi dered, but in essence the Governor then did in
fact do that.

Do you think it's right for the Governor to
hol d our doctors hostage to his other political
agenda itenms?

ACTI NG COMM SSI ONER ARI C: Representative, |
don't think we should hold anybody hostage, and |
don't think that that's what is going on. But | do
think that it's acceptable and certainly normal
practice for folks involved in the political process
to say, here's a program over here that | have
concerns with, here's another one over here, and I
think there's a natural connection between these two
programs and they ought to be taken up together.

| think that's a fair characterization of
what the Governor is doing. He's seeing a |link

bet ween these programs. And to me, there's a clear
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i nk. | think the reason we provide an abatement to
doctors is not simply because we think doctors need
an abatement but because we think it connects
directly to having an effective health-care systemin
the State. And | think it's right, and that's why

t he Governor supports it, that is why | support it,
and | assume that is why you support it.

And | think dealing with the uninsured
problem al so has a very direct connection to the
effective health-care marketpl ace here. So to ny
mnd, | wouldn't call it hostage taking; | would call
it comprehensive legislation that tries to deal with
a set of problenms in a coherent way.

REPRESENTATI VE DALLY: | wouldn't expect you
to use the same term nology | did.

But at present, how much noney is in the
Heal th Care Provider Retention Account? Do you know?

ACTI NG COMM SSI ONER ARI C: Representative, |
get this confused as to which nmoney is over here and
whi ch money has been transferred to Mcare, but in
total ---

REPRESENTATI VE DALLY: | don't think it
really matters to this Governor. It's one big pot,
and it doesn't really matter where it comes from

ACTI NG COMM SSI ONER ARI Ot It is one big
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pot, though, that is correct, but it's about a half a
billion dollars of noney there that can be used in
some combi nation for addressing the phase down, phase
out of the Mcare Fund and also to deal with the

uni nsured probl em

REPRESENTATI VE DALLY: Okay.

ACTI NG COMM SSI ONER ARI O: Again, it's
because of the success we've had in that market that
we have that.

REPRESENTATI VE DALLY: And ny fina
gquesti on: The portion of the community health
rei nvestment dollars that go toward the adul tBasic
programis 60 percent. In this budget, you're
estimating that this allocation will rise from
approximately $90 mllion in 2007-2008 to over
$121 mllion in 2008-20009.

Oh, I"m sorry; has this question been asked?

REPRESENTATI VE KELLER: Yes, when you were
out of the room

ACTI NG COMM SSI ONER ARI O: As the | awyers
woul d say, asked and answered earlier.

REPRESENTATI VE DALLY: Okay. | apol ogi ze.

ACTI NG COMM SSI ONER ARI O: But it's an
anomaly. The short answer is, it's an anomaly for

this year. That funding streamis around $80 million
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a year and then will grow over time. If you | ook at
the out-years, it goes back into that $80 to
$90 mllion range.
REPRESENTATI VE DALLY: Okay. | apol ogi ze
for that.
Thank you, M. Chairman.
REPRESENTATI VE KELLER: Thank you.
Represent ati ve Doug Rei chl ey, please.
REPRESENTATI VE REI CHLEY: Thank you,
M. Chair man.
M. Comm ssioner, we'll try to wap this up,
because | know we're all trying to get to the next
coupl e of hearings.

Just to follow up on sonme earlier answers

you gave. Your answers to Representative Dally and |

t hi nk Representative M cozzie raised some questions
that | have.

s it your position that unless the doctors
agree to take the reduced conpensation rate under
CAP, they should not receive the abatenment?

ACTI NG COMM SSI ONER ARI C: Representati ve,
no, that's not my position.

| think the question was framed much nore
broadly than that and it was in the context of

approving some support for doctors in the abatement
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program s it appropriate for the Legislature to

consi der whether there ought to be any obligations

attached to that support? And | said, | think in

general ternms, yes, it is, because | think in general

terms all of us ought to | ook at what we benefit from

governnment, also at the same tinme | ook at what we can

do to support the Comonweal th oursel ves.

So | think a quid pro gquo of some sort can

be appropriate, but |I'm not going to give you an

deci si ons on whet her

opi ni on.

particul ar

Those are your any

type of obligation is appropriate in

relation to that particular program

REPRESENTATI VE REI CHLEY: Well, with all due

respect, | think clarity is the thing that's nost

absent in nost of these Appropriations hearings.

So just to try to get direct answers, since

you are the representative of the Governor here, is

it the Adm nistration's position that doctors nmust

agree to take reduced rates under Cover All

Pennsyl vani ans or else they would not receive the

abat enment ?

ACTI NG COMM SSI ONER ARI C: Representati ve,

|l et me check that, and we have another hearing

starting within the half hour. We' |l get you the

answer to that question.
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| don't know. The part of it that | don't
know i s your use of the word "reduced" in that
sentence. | don't know whether we're tal king about a
reduced rate of support there. So let me check it,
and we'll give you a precise answer in the 3 o'clock
hearing that is on the health-care plan in general.

REPRESENTATI VE REI CHLEY: Well, to provide
assi stance with you on that answer, you can even
remove ny adjective of "reduced," just make it, is
the I nsurance Department and the Governor's position
t hat doctors in Pennsylvania must accept the
conmpensation rate provided under Cover All
Pennsyl vani ans or they will not receive the
abatement? Okay? That's a pretty clear question,
and |I'm sure Representative Keller can stand in to
receive the answer in witten or verbal form

The other question | would |like to ask you
about that, you said, | believe in questioning of
Chai rman M cozzie, that there have been a number of
meetings about the abatement for Mcare, and |I'm just
curious, when were these meetings and who has been to
t he meetings?

ACTI NG COMM SSI ONER ARI O: Representative, |
beli eve most of the meetings have been anmong the

provi der groups | ooking at various options. | myself
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haven't been part of those meetings, but | know, |I'm
aware, that there have been a nunber of discussions
goi ng on among the providers about different ways to
| ook at how we could fund both the Mcare abat ement
program the Mcare phase out, and support the CAP
program that those three goals can be put together
in various ways. And there have been di scussions
anong the parties, because they all have a very
direct interest in all three of those issues.

REPRESENTATI VE REI CHLEY: Okay. Well, if
you haven't been part of the neetings, who has been
to the meetings?

ACTI NG COMM SSI ONER ARI O: Again, | think
they are nostly provider-oriented nmeetings.

REPRESENTATI VE REI CHLEY: Has any
consul tation been made with the Governor's Office
fromthese providers, to the best of your know edge?

ACTI NG COMM SSI ONER ARI O: Yes, yes, yes.

REPRESENTATI VE REI CHLEY: So the Governor's
Office has had the meetings with providers, but not
you?

ACTI NG COMM SSI ONER ARI O: There have been
people fromthe Governor's Office as part of these
meeti ngs, yes.

REPRESENTATI VE REI CHLEY: And has any
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| egi sl ati ve caucus been brought into these meetings?

ACTI NG COMM SSI ONER ARI O: | don't know the
answer to that.

REPRESENTATI VE REI CHLEY: Because based upon
t he conversation at this table, that the Republican
Caucus in the House hasn't met with anybody on this
topic since approximtely January.

Representative Dally referred to the
resolution which we had tried to have bought up in
t he House on the very | ast day of session, | believe
in Decenber. There's a bill, House Bill 489, that is
sitting in the House Rules Commttee right now which
woul d directly address the abatement by March 31.
And your statement, | believe to Chairman M cozzi e,
was that we had time to address this. There's a bil
sitting in the House Rules Comm ttee, which Denocr at
| eadership could bring out for a vote, which could
clarify and remove the issue of the abatenment.

Woul d the Governor and would you support
t hem bringing that bill out of House Rules to allow
us an up-or-down vote in the House on that
| egi sl ation?

ACTI NG COMM SSI ONER ARI O: No. | believe
the issue of trying to work together on both the

abatement program the Mcare phase out, and the CAP
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program or some form of addressing the uninsured,
t hat those things ought to work in tandem

That's my belief. It's still the Governor's
position, too. Again, the Governor is show ng great
flexibility here, so | can't tell you what he may be
open to in these discussions. But that, | think, is,
from nmy perspective, a good position. It's the
position | would support.

And as to the meetings, | think the
characterization that | give to it is typically on an
i ssue, nmy experience as the insurance regulator is |
will try to meet with the parties nost directly
affected by an issue, kind of get a good sense of
what the different options are, who m ght support and
not support sonmething, both to inform myself while on
the kind of policy issues so that | can bring an
i nformed judgment into the |egislative process, and
secondly, to have some sense of where the
st akehol ders' support may or may not lie. And | see
t hat as necessary kind of groundwork to be efficient
about using the direct legislative time and so forth.

So that's, | think, how I typically would do
busi ness on issues. | think that is basically what
has been going on on this issue, trying to clarify

absence.
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Everybody knows that eventually the rubber
meets the road in the General Assenmbly, and if
anything is going to happen, it will have to be voted
on by the members of this body, by the Senate, and
signed by the Governor.

REPRESENTATI VE REI CHLEY: And | appreciate
that, M. Comm ssioner, and | appreciate the |ength
of your answer, but | would also state that | think a
| ot of people are sick and tired of crisis production
by the Adm nistration.

We're sitting on March 4. We have unti
March 31. As | understand it, you have not net
directly with the providers. You have not met with
the |l egislative caucuses on this issue. The
Governor's Office apparently has not reached out.

And this proposal that you had about extension of the
abatement for 10 years, has that been introduced in
| egi sl ation?

ACTI NG COMM SSI ONER ARI C: Representati ve,
that's the Governor's proposal from Decenber 4. I
don't know if it has been turned into specific
| egi sl ative | anguage, but it has been laid out in
written formin great detail.

REPRESENTATI VE REI CHLEY: So | take it --

and | understand that you may not know, you know,
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exactly every bill, and as | understand fromthe
staff, there is not a bill on that subject.

So you're now telling us on March 4, you
know, we have 20-sone days to go until the deadline
for the abatement. There has been no | egislation
t hat has been introduced from the Governor's
position, and yet | believe 6 days after his budget
address, he had legislation that this commttee
introduced for consideration on the cash grant
program and on the RCAP | egi sl ation. But he has not
seen fit to have the abatement | anguage introduced in
| egi slative form

So with that, | think I'll reserve the rest
of my questions for Ms. Greco on the other matters on
CAP.

Thank you, M. Comm ssioner.

Thank you, M. Chairman.

ACTI NG COMM SSI ONER ARI O: Thank you.

REPRESENTATI VE KELLER: Thank you.

M. Comm ssioner, thank you for com ng here.
Your answers were forthright and I think answered a
| ot of what the comm ttee had questi ons on.

You're going to stay. ' m sure we'll ask
80 percent of themto Director Greco in about an

hour .
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ACTI NG COMM SSI ONER ARI O: And 1'I1l be back
here, too, at that point, so.

REPRESENTATI VE KELLER: We're going to take
a short break, a short recess. W' IlIl be back in
about 5 mnutes for the Pennsylvania State Police.

Thank you.

(The hearing concluded at 3:10 p.m)
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| hereby certify that the proceedi ngs and
evi dence are contained fully and accurately in the
notes taken by me on the within proceedi ngs and that

this is a correct transcript of the sane.
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