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P R O C E E D I N G S 

CHAIRMAN DELUCA: Good m o r n i n g , l a d i e s 

and g e n t l e m e n . I t ' s f i v e a f t e r , and w e ' l l c a l l 

t h i s m e e t i n g t o o r d e r . And b e f o r e I do t h a t , I ' d 

l i k e t o s t a r t f r o m my r i g h t , up h e r e , f o r t h e 

members t o i n t r o d u c e t h e m s e l v e s . 

REPRESENTATI VE BOYD: S c o t t Boyd f r o m 

4 3 r d D i s t r i c t , p a r t o f L a n c a s t e r C o u n t y . 

REPRESENTATI VE PASHINSKI : Good 

m o r n i n g . R e p r e s e n t a t i v e E d d i e Day P a s h i n s k i , 

L u z e r n e C o u n t y . 

REPRESENTATI VE F A B R I Z I O : F l o 

F a b r i z i o , E r i e C o u n t y . 

REPRESENTATI VE BARBIN: B r y a n B a r b i n , 

C a m b r i a C o u n t y . 

REPRESENTATI VE K I L L I O N : Tom K i l l i o n , 

D e l a w a r e , C h e s t e r C o u n t y . 

REPRESENTATI VE MICOZZIE: N i c k 

M i c o z z i e , D e l a w a r e C o u n t y . 

CHAIRMAN DELUCA: C h a i r m a n Tony D e L u c a 

f r o m A l l e g h e n y C o u n t y . 

Dan F r a n k e l i s e a t i n g h i s y o g u r t o v e r 

h e r e . And we a l s o h a v e --

REPRESENTATI VE GRELL: Good m o r n i n g . 

R e p r e s e n t a t i v e G l e n G r e l l , 8 7 t h D i s t r i c t , 
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C u m b e r l a n d C o u n t y . 

REPRESENTATI VE READSHAW: 

R e p r e s e n t a t i v e H a r r y Readshaw, A l l e g h e n y C o u n t y . 

CHAIRMAN DELUCA: A g a i n , l a d i e s and 

g e n t l e m e n , l e t me welcome you t o t h e House 

I n s u r a n c e C o m m i t t e e p u b l i c h e a r i n g on House B i l l 

2 4 5 5 . 

And as you a r e aware o f , t h a t t h i s 

c o m m i t t e e h a s b e e n h o l d i ng v a r i o u s m e e t i n g s and 

c e r t a i n l y h a s b e e n a c t i v e , one o f t h e most a c t i v e 

c o m m i t t e e s i n t h e h o u s e . And I want t o commend 

them f o r t h e i r b i p a r t i s a n s u p p o r t on l e g i s l a t i o n 

t h a t we h a v e p u t o u t . 

T h i s b i l l was i n t r o d u c e d by M a j o r i t y 

L e a d e r Todd E a c h u s , i n r e c o g n i t i o n o f t h e i n s u r a n c e 

c r i s i s t h a t i s b r e w i n g as we a p p r o a c h t h e end o f 

t h e c a l e n d a r y e a r . More s p e c i f i c a l l y , a t t h e end 

of 20 1 0 , t h e Community H e a l t h and R e i n v e s t m e n t 

A g r e e m e n t , o r CHR, w i l l e x p i r e . The CHR i s an 

a g r e e m e n t w h i c h t h e f o u r B l u e s p l a n s s i g n e d w i t h 

t h e i n s u r a n c e d e p a r t m e n t t o f u n d t h e a d u l t B a s i c 

p r o g r a m and t h e m a j o r f u n d i n g s o u r c e f o r t h e 

a d u l t B a s i c p r o g r a m . 

L a d i e s and g e n t l e m e n , a d u l t B a s i c i s a 

s t a t e - r u n p r o g r a m t h a t h e l p s p r o v i d e h e a l t h 
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i n s u r a n c e f o r l o w - i n c o m e i n d i v i d u a l s . 

I f t h e CHR i s n o t e x t e n d e d o r a new 

f u n d i n g s o u r c e n o t i d e n t i f i e d , f o r t y t h o u s a n d t o 

f i f t y t h o u s a n d c i t i z e n s o f t h e commonwealth w i l l no 

l o n g e r h a v e i n s u r a n c e and w i l l e n c o u n t e r new 

d i f f i c u l t i e s o b t a i n i n g m e d i c a l c a r e . 

B e f o r e t u r n i n g t o t h e a g e n d a , I do 

want t o t h a n k L e a d e r E a c h u s f o r h i s i n t r o d u c t i o n -¬

e x c u s e me -- o f t h e l e g i s l a t i o n . R e p r e s e n t a t i v e 

E a c h u s h a s b e e n a t i r e l e s s a d v o c a t e f o r h e a l t h c a r e 

r e f o r m and h a s p u r s u e d q u a l i t y h e a l t h c a r e 

i n i t i a t i v e s f o r a l l P e n n s y l v a n i a n s . 

House B i l l 2 455 i s j u s t a n o t h e r 

e x a m p l e o f t h e e x c e l l e n t l e a d e r s h i p t h a t 

R e p r e s e n t a t i v e E a c h u s d e m o n s t r a t e s on an i s s u e t h a t 

i s c r u c i a l t o e v e r y c i t i z e n and e v e r y f a m i l y i n 

t h i s s t a t e . 

But I a l s o w o u l d be r e m i s s i f I d i d 

n o t t h a n k t h e f o u r B l u e p l a n s f o r t h e i r e f f o r t s on 

t h i s i s s u e . I'm s u r e t h a t no one h e r e t o d a y w a n t s 

t o see anyone l o s e t h e i r h e a l t h c a r e i n s u r a n c e . 

B u t , by t h e same t o k e n , I u n d e r s t a n d t h a t t h e B l u e s 

h a v e a r e s p o n s i b i l i t y t o t h e i r p o l i c y h o l d e r s and 

s u b s c r i b e r s and must p r o t e c t t h e p h y s i c a l i n t e g r i t y 

o f t h e i r c o m p a n i e s . 
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These c o m p e t i n g i n t e r e s t s h a v e 

p r o m p t e d my s c h e d u l i n g t o d a y t h e h e a r i n g . N e e d l e s s 

t o s a y , we h a v e h a d some s i g n i f i c a n t i n t e r e s t i n 

t h e h e a r i n g , and I e x p e c t t h e w i t n e s s e s t o be v e r y 

h e l p f u l and i n f o r m a t i v e . 

I want t o r e m i n d e v e r y o n e t h a t t h e 

h o u s e s e s s i o n b e g i n s t o d a y a t 11 o ' c l o c k , and we 

h a v e much t o g e t t h r o u g h . 

Wi t h t ha t , I 'l l a s k my c o l l ea gue, my 

m i n o r i t y c h a i r m a n and my good f r i e n d , 

R e p r e s e n t a t i v e M i c o z z i e , i f he h a s any comments. 

REPRESENTATI VE MICOZZIE: Thank y o u , 

M r . C h a i r man. 

T h e r e ' s two c o n f l i c t i n g i s s u e s t h a t 

I'm c o n c e r n e d a b o u t . A d u l t B a s i c , o f c o u r s e , i s 

v e r y i m p o r t a n t i n my d i s t r i c t . I n f a c t , f o r m e r 

R e p r e s e n t a t i v e C i v e r a , m y s e l f , and R e p r e s e n t a t i v e 

M i c c a r e l l i h a v e a l a r g e l i s t o f a d u l t B a s i c 

c o n s t i t u e n t s . I n D e l a w a r e C o u n t y , I t h i n k I'm 

f i r s t . 

And on t h e o t h e r s i d e o f t h e i s s u e , 

w h i c h I'm c o n c e r n e d a b o u t , i s t h a t when you t a l k 

a b o u t j u s t h a v i n g t h e B l u e s f u n d t h e a d u l t B a s i c , i t 

c o n c e r n s me, b e c a u s e t h e B l u e s a r e i n d i r e s t r a i t s 

a l r e a d y . And I h a v e t h e most -- t a l k i n g a b o u t 
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j o b s , I h a v e t h e most c o n s t i t u e n t s i n D e l a w a r e 

C o u n t y t h a t work f o r t h e B l u e s . So I'm c o n c e r n e d 

a b o u t b o t h . 

And I hope, M r . C h a i r m a n , i f you -¬

M r . C h a i r m a n , M r . M a j o r i t y L e a d e r , I hope t h a t we 

can f i n d some c o m p r o m i s e where -- t o k e e p 

a d u l t B a s i c , t o k e e p t h e -- I g u e s s t h e f i f t y 

t h o u s a n d , I t h i n k we're s h o o t i n g f o r f i f t y 

t h o u s a n d , b u t t o s p r e a d t h e -- t o s p r e a d t h e c o s t s 

o f t h e p a y m e n t s a c r o s s t h e b o a r d t o o t h e r -- t o 

o t h e r e n t i t i e s so t h a t I d o n ' t f a c e , i n my 

d i s t r i c t , t h e l a y o f f s o f j o b s , b e c a u s e j o b s i n 

D e l a w a r e C o u n t y , e s p e c i a l l y t h e s o u t h e a s t D e l a w a r e 

C o u n t y , a r e c r i t i c a l . 

And s o m e t i m e s I f e e l l i k e a -- a 

p e r s o n who has t o g i v e j o b s o u t b e c a u s e my 

o f f i c e -- my o f f i c e c o n t i n u a l l y h a s p e o p l e c o m i n g 

i n b e i n g o u t o f w o r k . So h o p e f u l l y we c a n s o l v e 

t h a t p r o b l e m . 

Thank y o u . 

CHAIRMAN DELUCA: Thank y o u , 

R e p r e s e n t a t i v e M i c o z z i e . 

We have a l s o been j o i n e d by 

R e p r e s e n t a t i v e S c h r o d e r , R e p r e s e n t a t i v e G o d s h a l l , 

R e p r e s e n t a t i v e T a y l o r , R e p r e s e n t a t i v e R o a e . 
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A g a i n , I want t o welcome y o u , M a j o r i t y 

L e a d e r , and you may b e g i n . 

MAJORI TY LEADER EACHUS: Thank y o u , 

M r . C h a i r m a n . And i t ' s an h o n o r t o be b e f o r e t h e 

c o m m i t t e e . I g o t my s t a r t w i t h you a l l . I'm 

s a y i n g t h a t , you know, when I s t a r t e d h e r e i n '96, 

I had h a i r . So i t ' s g r e a t t o be b a c k among o l d 

f r i e n d s and c o l l e a g u e s . 

I'm g l a d t o be a b l e t o d i s c u s s t h i s 

c r i t i c a l i s s u e w i t h t h e c o m m i t t e e t o d a y t h a t r e a l l y 

a f f e c t s so many l i v e s . The a d u l t B a s i c p r o g r a m was 

c o n c e p t u a l i z ed u n d e r t h e l e a d e r o f b o t h o f y o u , i n 

t h i s c o m m i t t e e , d u r i n g t h e R i d g e a d m i n i s t r a t i o n . 

I t was a b i p a r t i s a n b i l l t h a t ' s was c o n s t r u c t e d 

a f t e r we r e c e i v e d t h e t o b a c c o s e t t l e m e n t money, 

a f t e r t h e t o b a c c o c o m p a n i e s p a i d f o r t h e l a w s u i t 

a g a i n s t t h e i r -- t h e i r a r g u m e n t s o v e r two 

g e n e r a t i o n s . T h a t money was p u t i n p l a c e i n o r d e r 

t o make s u r e t h a t we p r i o r i t i z e h e a l t h f i r s t , w h i c h 

was u n d e r t h a t a g r e e m e n t . 

B o t h o f you g e n t l emen, t he two 

c h a i r m e n , w o r k e d c l o s e l y t o g e t h e r t o make s u r e t h a t 

t h i s h a s w o r k e d , and, i n f a c t , i t h a s . The 

a d u l t B a s i c p r o g r a m i s t h e o n l y s t a t e p r o g r a m t h a t 

p r o v i d e s a c c e s s i b l e and a f f o r d a b l e h e a l t h c a r e 
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c o v e r a g e f o r a d u l t s who o t h e r w i s e a r e u n a b l e t o pay 

f o r i t . 

As you know, t h e c o m m i t t e e members, 

t h e a d u l t B a s i c age i s n i n e t e e n t o s i x t y - f o u r y e a r s 

o l d . I t ' s a l a r g e segment o f o u r p o p u l a t i o n , y e t 

t h e r e a r e s t i l l few o p t i o n s f o r a f f o r d a b l e , 

l o w - c o s t h e a l t h i n s u r a n c e a c c e s s f o r a v e r a g e 

P e n n s y l v a n i a n s , n o t w i t h s t a n d i n g w h a t ' s h a p p e n e d a t 

t h e f e d e r a l l a w . T a l k a b o u t t h a t w h o l e i s s u e 

a n o t h e r d a y . We t o o k r e s p o n s i b i l i t y i n 

P e n n s y l v a n i a l o n g b e f o r e o u r f e d e r a l c o u n t e r p a r t s 

were e v e r t a l k i n g a b o u t h e a l t h i n s u r a n c e a c c e s s , i n 

a b i p a r t i s a n way. 

You know, we have c h i l d r e n ' s h e a l t h 

i n s u r a n c e t h a t c o v e r s o u r k i d s , and t h i s c o m m i t t e e 

was e s s e n t i a l i n m a k i n g s u r e t h a t e v e r y c h i l d i n 

P e n n s y l v a n i a had a c c e s s t o t h e CHIP p r o g r a m . Our 

s e n i o r s have PACE and PACENET a c c e s s t o o u r 

i n n o v a t i v e p r e s c r i p t i o n d r u g p r o g r a m . Once a g a i n , 

a n o t h e r t h i n g t h a t t h i s c o m m i t t e e has done t o make 

s u r e t h a t we e x p a n d e d p r e s c r i p t i o n d r u g c o v e r a g e , 

i n c r e a s e d e l i g i b i l i t y g u i d e l i n e s , and g e t t h e b e s t 

d e a l f o r P e n n s y l v a n i a n s . We've done t h a t b e t t e r 

t h a n a n y b o d y . 

B u t why was t h e a d u l t B a s i c p r o g r a m 
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c r e a t e d i n t h e f i r s t p l a c e ? I t was c r e a t e d b e c a u s e 

o f t h e u n d e n i a b l e n eed f o r a c c e s s t o h e a l t h 

i n s u r a n c e . No m a t t e r how t h i s h e a l t h i n s u r a n c e 

d e b a t e has f r a m e d i t s e l f n a t i o n a l l y , we know t h e r e 

i s a n e e d f o r a f f o r d a b l e a c c e s s . T h e r e ' s f i f t y 

t h o u s a n d p e o p l e who c o u l d c u r r e n t l y be on t h i s 

p r o g r a m -- t h e r e ' s a l i t t l e o v e r -- a l i t t l e u n d e r 

t h a t on t h e p r o g r a m r i g h t now. B u t i t ' s u n d e n i a b l e 

t h a t t h e n e ed i s t h e r e . 

T h e r e a r e t h r e e h u n d r e d e i g h t y - f o u r 

t h o u s a n d p e o p l e , t h r e e h u n d r e d e i g h t y - f o u r t h o u s a n d 

p e o p l e on t h e a d u l t B a s i c w a i t i n g l i s t . T h e r e ' s 

o v e r a mi l l i on p e o p l e now u n i n s u r e d i n 

P e n n s y l v a n i a . And w i t h e v e r y l o s s o f e v e r y j o b , as 

t h e C h a i r m a n M i c o z z i e so e l o q u e n t l y s a i d , t h e r e ' s a 

l o s s o f a c c e s s t o a f f o r d a b l e h e a l t h c a r e . These 

i s s u e s a r e k i n d o f p r e e m i n e n t i n h o l d i n g o u r 

s o c i e t y t o g e t h e r . 

A s u r v e y i n 2008 showed t h a t 

P e n n s y l v a n i a had n e a r l y 12 p e r c e n t o f p e o p l e 

b e t w e e n n i n e t e e n and s i x t y - f o u r y e a r s o f age who 

d i d n o t have h e a l t h i n s u r a n c e . T h a t number's 

g r o w i n g as o u r economy s t r u g g l e s . S a d l y , more t h a n 

a m i l l i o n p e o p l e a r e w i t h o u t h e a l t h i n s u r a n c e 

t o d a y , as I ' v e s a i d , and t h e number -- and t h e 
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numbers c o n t i n u e t o c l i m b w i t h e v e r y l o s s o f e v e r y 

j ob. 

You as k why we're w o r r i e d a b o u t t h i s 

p r o g r a m , i n s u r i n g f i f t y t h o u s a n d l i v e s i n 

P e n n s y l v a n i a . Why? You know, we've a n s w e r e d t h a t , 

and i t ' s s i m p l e , b e c a u s e t h e f i f t y t h o u s a n d p e o p l e 

a r e o u r n e i g h b o r s . T h e y ' r e a r e b r o t h e r s and 

s i s t e r s , o u r a u n t s and u n c l e s who have -- a r e 

c u r r e n t l y i n t h i s p r o g r a m . And t h e y l i v e i n 

c o u n t i e s l i k e D e l a w a r e and E r i e and L a n c a s t e r and 

L u z e r n e . T h e y ' r e a l l o v e r t h e c o m m o n w e a l t h . 

Why a r e we h e r e , t h o u g h ? We're h e r e 

b e c a u s e , you know, a t t h e end o f t h i s y e a r , i n 

December 3 1 s t , t h e a g r e e m e n t t h a t was s i g n e d 

b e t w e e n t h e B l u e C r o s s c o m p a n i e s , who have done a 

v e r y good j o b o f p r o v i d i n g c h a r i t a b l e c a r e and 

c h a r i t a b l e s e r v i c e s t o P e n n s y l v a n i a n s , o f f e r e d an 

a g r e e m e n t , and t h a t a g r e e m e n t w o r k e d l i k e t h i s : 

C o n t i n u e t o p r o v i d e t h e a c c e s s o f t h e d o l l a r s t h a t 

we c o m m i t t e d i n t h e a g r e e m e n t i n t h e t o b a c c o 

s e t t l e m e n t f u n d s , whi ch you have c o n t i n u o u s l y done, 

and t h o s e w i l l c o n t i n u e on f o r j u s t u n d e r a n o t h e r 

d e c a d e . And t h e B l u e C r o s s c o m p a n i e s g r a c i o u s l y , 

as p a r t o f t h e i r c h a r i t a b l e m i s s i o n , c o n t r i b u t e d a 

h u n d r e d f i f t y m i l l i o n d o l l a r s o v e r f i v e y e a r s t o 
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t h e Community H e a l t h R e i n v e s t m e n t A g r e e m e n t . 

T h a t a g r e e m e n t l a p s e s a t t h e end o f 

t h i s y e a r . And w i t h t h a t l a p s e w i l l mean f o r t h e 

f i f t y t h o u s a n d l i v e s t h a t a r e c o v e r e d u n d e r 

a d u l t B a s i c p r o g r a m , y o u r b r o t h e r s and o u r s i s t e r s 

and o u r a u n t and u n c l e s , t h e y w i l l h ave no a c c e s s . 

T h i s p r o g r a m w i l l s h u t o f f . 

F r a n k l y , t h e members o f t h e c o m m i t t e e 

and t h e members o f t h e h o u s e , t h a t ' s an u n t e n a b l e 

s i t u a t i o n . I n a w o r l d where we're t r y i n g t o s o l v e 

l a r g e p r o b l e m s i n h e a l t h c a r e , we c a n ' t a l l o w f i f t y 

t h o u s a n d p e o p l e t o be p l a c e d i n t h e s t r e e t who 

c u r r e n t l y have a s t a t e p r o g r a m t h a t ' s been as 

e f f e c t i v e as t h e a d u l t B a s i c p r o g r a m , have t h o s e 

p e o p l e p l a c e d o u t w i t h o u t i n s u r a n c e . 

So what t h i s b i l l t h a t I ' v e p l a c e d 

b e f o r e you t o d a y d o e s , i t c a l l s on t h e a b i l i t y t o 

f i n d t h a t b a l a n c e t o g u a r a n t e e t h e i n v e s t m e n t f r o m 

t h e B l u e C r o s s c o m p a n i e s , and i n t h e ho p e s t h a t we 

a v o i d any p r o g r a m d i s l o c a t i o n f o r t h e p e o p l e who 

need t h e h e a l t h i n s u r a n c e . I t ' s j u s t t h a t s i m p l e . 

The p a r t i c u l a r s you c a n d i s c u s s by t h e p a n e l i s t s 

t o d a y . 

T h e r e i s g o i n g t o be a l o t o f c o n c e r n s 

a b o u t , you know, t h e economy, t h e i m p a c t on t h e 
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c o m p a n i e s who p r o v i d e t h i s c h a r i t y c a r e , and 

t h e y ' v e done a t r e m e n d o u s amount o f c h a r i t a b l e work 

w i t h i n t h e c o m m o n w e a l t h . I t ' s p a r t o f t h e 

c h a r i t a b l e m i s s i o n . And what I'm a s k i n g f o r f r o m 

t h i s c o m m i t t e e i s an h o n e s t l o o k a t t h e r o a d a head 

and n o t w a i t u n t i l December 30 t h t o a c t . Why? 

B e c a u s e t h e p e o p l e i n t h i s p r o g r a m d e s e r v e a p r o p e r 

t r a n s i t i o n , a p r o p e r a nswer on w h e t h e r t h e y ' l l h ave 

i n s u r a n c e on J a n u a r y 1 s t o f 20 1 1 o r n o t . 

And t h a t ' s t h e c o r e o f t h i s 

d i s c u s s i o n o n l y b e f o r e y o u r c o m m i t t e e , d e c i s i o n s 

t h a t y o u ' r e g o i n g t o have t o make a b o u t how t h o s e 

r e s o u r c e s a r e a l l o c a t e d , e i t h e r t h r o u g h a model 

t h a t I p r e s e n t t o t h e c o m m i t t e e t o d a y o r t h r o u g h 

some o t h e r c o m p r o m i s e w h i c h c o u l d be r e a c h e d , a r e 

a l w a y s up t o t h e c o m m i t t e e . I r e s p e c t t h a t . 

B u t as t h e m a j o r i t y l e a d e r i n t h e 

house and j u s t an a v e r a g e guy f r o m H a z l e t o n , 

P e n n s y l v a n i a , who's been l u c k y enough t o work i n 

h e a l t h c a r e p o l i c y f o r o v e r a d e c a d e , t h i s g e n e r a l 

a s s e m b l y has made a commitment, a commitment t o 

b e i n g l e a d e r s on h e a l t h a c c e s s f o r P e n n s y l v a n i a n s 

l o n g b e f o r e t h e f i g h t n a t i o n a l l y . 

And I 'm a s k i n g us t o l e a d a g a i n . The 

b i l l t h a t I p l a c e d b e f o r e you p r o v i d e s a s t a r k 
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c h o i c e f o r t h e d e c i s i o n s a b o u t r e a l l o c a t i n g 

p r i o r i t i e s o f d o l l a r s f r o m t h e s u r p l u s t h e B l u e s 

c u r r e n t l y h a v e . 

Today, o u r B l u e C r o s s c o m p a n i e s -- and 

maybe t h e numbers w i l l be c l a r i f i e d -- t h e s u r p l u s 

i s j u s t u n d e r s i x b i l l i o n d o l l a r s . We d o n ' t need 

much i n o r d e r t o t r a n s i t i o n t h e l i v e s o f t h e p e o p l e 

who a r e i n t h e a d u l t B a s i c p r o g r a m t o g e t b e t w e e n 

20 1 0 and 20 1 4, when we're g o i n g t o have t o 

d e l i b e r a t e f u r t h e r on what t h e P e n n s y l v a n i a m o d e l 

w i l l be f o r t h e f e d e r a l p r o g r a m . 

I saw y e s t e r d a y t h a t R e p r e s e n t a t i v e 

S h a p i r o k i c k e d o f f h i s s t u d y c o m m i s s i o n t h a t may be 

c o n c e p t u a l i z e d h e r e i n t h e House t o a l l o w us t o 

f i g u r e o u t what t h a t p r o g r a m w i l l l o o k l i k e , b u t we 

have work t o do t o d a y on t r a n s i t i o n i n g t h e f e d e r a l 

p r o g r a m t h a t was i m p l e m e n t e d i n W a s h i n g t o n and 

g u a r a n t e e i n g t h e commitment t h a t we've made t o t h e 

p e o p l e o f P e n n s y l v a n i a t h a t t h e s e l i v e s w i l l be 

c o v e r e d , t h a t t h a t o b l i g a t i o n i s met, and t h e 

c o m m i t t e e ' s work i s d o n e . 

So, M r . C h a i r m a n , I know you have a 

v e r y c o n c i s e s c h e d u l e t o d a y , and, as you know, I ' l l 

be c o n v e n i n g b u s i n e s s on t h e h o u s e f l o o r a t 1 1 :0 0 . 

I ' l l l e a v e t h e d e l i b e r a t i o n s t o y o u . 
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B u t I do s a y t h i s : I t ' s n o t 

a c c e p t a b l e j u s t t o s a y "no d e a l " f o r t h e p e o p l e on 

t h i s p r o g r a m . T h a t ' s n o t a c c e p t a b l e , j u s t c a s t i n g 

p e o p l e -- a g a i n m a k i n g f o r t y t h o u s a n d p e o p l e p a r t 

o f t h e r a n k s o f t h e u n i n s u r e d where we've met t h e 

o b l i g a t i o n and f a c e d i t h e a d on i n a b i p a r t i s a n way 

w i t h t h e a d u l t B a s i c p r o g r a m , made o u r commitment t o 

b e i n g l e a d e r s i n h e a l t h i n s u r a n c e . L e t ' s l e a d now. 

And t h a t ' s what I a s k t h i s c o m m i t t e e t o do, and I'm 

v e r y p r o u d t o be b a c k b e f o r e t h e c o m m i t t e e t o 

d i s c u s s i t . 

CHAIRMAN DELUCA: Thank y o u , 

M r . L e a d e r . And t h a n k you f o r y o u r t e s t i m o n y . 

U s u a l l y we w o u l d be h a v i n g o u r members 

ask you q u e s t i o n s , b u t I know you have a t i g h t 

s c h e d u l e w i t h e s p e c i a l l y t h e g o v e r n o r comi ng i n and 

t h e s p e c i a l s e s s i o n t h a t we s t a r t a t 11 :00 . We 

w i l l be h a v i n g h e a r i n g s on t h e h e a l t h c a r e i s s u e , 

and we c e r t a i n l y , any members -- p a r d o n me? 

REPRESENTATI VE SCHRODER: I had 

r e q u e s t e d t o ask q u e s t i o n s , M r . C h a i r m a n . 

CHAIRMAN DELUCA: You know what, 

R e p r e s e n t a t i v e S c h r o d e r , h e r e ' s t h e p r o b l e m . We 

a r e on t h e f l o o r a t 1 1 : 0 0 o ' c l o c k . We want t o h e a r 

t h e o t h e r p a n e l i s t s . The l e a d e r has s t u f f t o d o . 
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He's t h i n g s t o d o . I u n d e r s t a n d t h a t h e ' s 

t e s t i f i e d . 

MAJORI TY LEADER EACHUS: I'm a l s o 

w i l l i n g t o come b a c k a t a day you have more t i m e . 

CHAIRMAN DELUCA: W e ' l l have o t h e r 

m e e t i n g s where he c a n come b a c k and d i s c u s s t h i s 

i s s u e , b u t we'd l i k e t o h e a r f r o m t h e o t h e r 

t e s t i f i e r s t o f i n d o u t . We're t r y i n g t o a s c e r t a i n 

some i n f o r m a t i o n on t h i s l e g i s l a t i o n . T h e r e ' l l be 

p l e n t y o f t i m e f o r us t o ask q u e s t i o n s . 

We c a n ask t h e l e a d e r -- i f we a l l 

s t a r t , w e ' l l be h e r e t i l l 11 o ' c l o c k w i t h j u s t t h e 

l e a d e r . 

MAJORI TY LEADER EACHUS: I n my --

REPRESENTATI VE SCHRODER: 

M r . C h a i r m a n , I a p p r e c i a t e t h a t . And you have 

e v e r y r i g h t t o c o n t r o l t h e c o m m i t t e e , and I r e s p e c t 

t h a t , and I'm n o t g o i n g t o a r g u e t h a t any f u r t h e r . 

I w o u l d j u s t p o i n t o u t t h a t t h e l e a d e r 

o b v i o u s l y d e c i d e d t o make h i m s e l f a v a i l a b l e t o t h e 

c o m m i t t e e and was n o t d r a g g e d h e r e u n d e r d u r e s s o r 

a n y t h i n g , I'm s u r e . 

And I w o u l d a l s o s a y t h i s : T h a t t h e 

l e a d e r h a s made many p u b l i c s t a t e m e n t s a b o u t t h i s 

i s s u e t h a t I t h i n k n e ed t o be e x p l o r e d . And I was 
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j u s t h o p i n g t o have t h e o p p o r t u n i t y t o do t h a t 

d u r i n g t h i s h e a r i n g . 

Thank y o u . 

CHAIRMAN DELUCA: W e l l , we w i l l be 

h a v i n g o t h e r h e a r i n g s , M r . S c h r o d e r . Y o u ' l l have 

p l e n t y o f t i m e t o q u e s t i o n t h e l e a d e r i n p u b l i c . 

And, c e r t a i n l y -- and I u n d e r s t a n d y o u r s i t u a t i o n . 

I t a l k e d i t o v e r w i t h t h e m i n o r i t y c h a i r , and we 

do, b e c a u s e o f t h e s i t u a t i o n -- he i s t h e l e a d e r 

and he, i n f a c t , he has t o r u n t h e House f l o o r 

c a l e n d a r , we do have a s p e c i a l s e s s i o n , I t h i n k we 

can g i v e h i m t h a t l e e w a y . 

MAJORI TY LEADER EACHUS: B u t I w i l l 

come b a c k , M r . C h a i r m a n . I 'm happy t o come b a c k . 

CHAIRMAN DELUCA: And I d o n ' t t h i n k 

t h a t t h e l e a d e r w i l l e v e r s hy away f r o m a s k i n g 

q u e s t i o n s , i f I know h i m . 

REPRESENTATI VE SCHRODER: As l o n g as 

he comes b a c k . 

MAJORI TY LEADER EACHUS: I'm happy t o 

come b a c k . T h e r e ' s nowhere t o h i d e . 

CHAIRMAN DELUCA: T h i s i s j u s t t h e 

s t a r t o f t h e p r o c e s s . We have s t i l l -- as t h e 

l e a d e r sa i d , we wa n t t o make s u r e t h a t we're ahead 

o f t h e game b e f o r e December 31 s t comes, and t h e 
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same way we're g o i n g t o have h e a r i n g s on t h e 

n a t i o n a l h e a l t h c a r e t o g e t more i n f o r m a t i o n so we 

c a n d e c i p h e r t h a t . Nobody t h a t I know o f has any 

i n f o r m a t i o n t h a t c a n t e l l you e x a c t l y w h a t ' s i n t h e 

b i l l . 

We have a l o t o f work t o d o . And I 'm 

s u r e t h a t t h e l e a d e r w i l l n o t shy away. He's n o t 

g o i n g t o shy away t o d a y f r o m any o f t h e q u e s t i o n s . 

I ' d l i k e t o h e a r t h e o t h e r t e s t i f i e r s , b e c a u s e we 

o n l y have a s h o r t p e r i o d o f t i m e . 

MAJORI TY LEADER EACHUS: Thank you f o r 

t h e i n d u l g e n c e o f t h e c o m m i t t e e , M r . C h a i r m a n . And 

I l ook f o r w a r d t o a r e t u r n a p p e a r a n c e t o t a l k more 

i n d e p t h a b o u t my l e g i s l a t i o n . 

Thank you v e r y much. 

CHAIRMAN DELUCA: Thank you v e r y much, 

M r . L e a d e r . 

We do have on two o t h e r members o f t h e 

c o m m i t t e e , R e p r e s e n t a t i v e S h a p i r o and 

R e p r e s e n t a t i v e Q u i n n . I t h i n k I see R e p r e s e n t a t i v e 

K o t i k h e r e . 

I t ' s g r e a t t o see e v e r y b o d y h e r e . I 

w i s h we c o u l d t a k e t h i s show on t h e r o a d . We w i l l 

h a ve a f u l l h o u s e , t o o . U n f o r t u n a t e l y , I g u e s s we 

have t o have t h e h e a r i n g s i n H a r r i s b u r g t o g e t a 



20 

f u l l h o u s e . 

The n e x t i n d i v i d u a l s t h a t w i l l be 

t e s t i f y i n g i s t h e B l u e p a n e l : K i m K o c k l e r , v i c e 

p r e s i d e n t o f g o v e r n m e n t a f f a i r s , B l u e C r o s s o f 

N o r t h e r n P e n n s y l v a n i a -- e a s t e r n P e n n s y l v a n i a ; 

R o b e r t B a k e r , s e n i o r d i r e c t o r , g o v e r n m e n t a f f a i r s , 

C a p i t a l B l u e C r o s s ; M i c h a e l W a r f e l , v i c e p r e s i d e n t , 

g o v e r n m e n t a f f a i r s , H i g h m a r k ; and C h r i s Cashman, 

v i c e p r e s i d e n t , c o r p o r a t e and p u b l i c a f f a i r s , 

I n d e p e n d e n c e B l u e C r o s s . 

Wel come t o a l l o f you h e r e t o d a y . And 

as I s a i d , we w i l l h ave more h e a r i n g s , and we w i l l 

h a ve t h e l e a d e r h e r e , t o q u e s t i o n h i m and g r i l l 

h i m , and c e r t a i n l y i f t i m e p e r m i t s , we w i l l h ave 

you h e r e , and t h e n i f we r u n o u t o f t i m e , w e ' l l 

l i m i t o u r q u e s t i o n s t o what we do f o r you t o o . 

O k a y . So, a g a i n , w h o e v er w a n t s t o 

s t a r t , i t ' s up t o y o u . 

MS. KOCKLER: Okay. And w e ' l l j u s t go 

i n o r d e r , t h e n , o f t h e agenda t h a t you h a v e . 

Thank y o u , C h a i r m a n -- C h a i r m a n 

D e l u c a , C h a i r m a n M i c o z z i e , c o m m i t t e e members and 

i n v i t e d g u e s t s . Thank you f o r t h e o p p o r t u n i t y t o 

be h e r e . 

My name i s Kim K o c k l e r , and I'm v i c e 
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p r e s i d e n t o f g o v e r n m e n t a f f a i r s a t B l u e C r o s s o f 

N o r t h e a s t e r n P e n n s y l v a n i a . 

We a r e happy t o be h e r e t o d a y and 

happy t o have t h e o p p o r t u n i t y t o comment on t h e 

p r o g r a m i n q u e s t i o n as w e l l as House B i l l 2 455. 

I'm h e r e t o d a y b e c a u s e o u r company, 

B l u e C r o s s o f N o r t h e a s t e r n P e n n s y l v a n i a , i s 

c o n c e r n e d a b o u t t h e o n g o i n g v i a b i l i t y , as you a l l 

a r e , o f t h e a d u l t B a s i c p r o g r a m , and b e c a u s e House 

B i l l 2 455, we b e l i e v e , i s d e f i c i e n t i n t e r m s o f 

s o l v i n g t h a t p r o b l e m . We ask t h a t t h i s c o m m i t t e e 

p l e a s e keep i n mind t h e f o l l o w i n g p o i n t s f o r 

p u r p o s e o f n o t o n l y t o d a y ' s d i s c u s s i o n b u t o u r 

f u t u r e d e b a t e on t h i s i s s u e . 

Our company u n d e r s t a n d s and 

a p p r e c i a t e s t h e f a c t t h a t t h e e x p i r a t i o n o f CHRA -¬

CHAIRMAN DELUCA: Kim, e x c u s e me. 

R e p r e s e n t a t i v e G o d s h a l l -- i f you c o u l d s p e a k more 

i n t o y o u r -- R e p r e s e n t a t i v e G o d s h a l l c a n ' t h e a r 

y o u . We t r y t o accommodate a l l t h e members. 

MS. KOCKLER: You b e t . You b e t . 

I s t h i s b e t t e r ? V e r y g o o d . 

I ' l l j u s t s t a r t w i t h t h e m a j o r p o i n t s , 

as I was j u s t s t a r t i n g t o r u n down. We u n d e r s t a n d 

and a p p r e c i a t e t h a t t h e e x p i r a t i o n o f t h e CHRA 
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a g r e e m e n t on December 3 1 s t o f t h i s y e a r i m p a c t s t h e 

b u d g e t , t h e s t a t e b u d g e t , f o r 201 0-2 011 as i t 

a p p l i e s t o f u n d i n g t h e a d u l t B a s i c p r o g r a m . 

As an o r i g i n a l p a r t i c i p a n t f r o m day 

one i n a d u l t B a s i c , we a r e c o n c e r n e d a b o u t t h e 

p e o p l e c u r r e n t l y e n r o l l e d i n t h a t p r o g r a m . We have 

a b o u t f o r t y - f i v e h u n d r e d o f them i n n o r t h e a s t e r n 

P e n n s y l v a n i a , and we a r e v e r y c o n c e r n e d a b o u t what 

t h e i r o p t i o n s and what t h i s i s s u e h o l d s f o r t h e m . 

F o r more t h a n s e v e n t y y e a r s , o u r 

company h as been c o m m i t t e d t o o u r com m u n i t y , 

i n c l u d i n g t h o s e who c a r r y o u r i n s u r a n c e c o v e r a g e 

and t h o s e who d o n ' t . Our commitment t o t h e h e a l t h 

and w e l l n e s s o f t h e p o p u l a t i o n s we s e r v e i n 

p l a c e -- were i n p l a c e l o n g b e f o r e t h e CHRA and 

w i l l be i n p l a c e l o n g a f t e r t h e CHRA. 

The c u r r e n t a d u l t B a s i c p r o g r a m 

r e p r e s e n t s an o u t d a t e d h e a l t h i n s u r a n c e m o d e l , and 

t h a t ' s s o m e t h i n g I t h i n k we s h o u l d s p e n d some t i m e 

on t o d a y , i f we c a n , o r i n f u t u r e h e a r i n g s o r w h a t -

h a v e - y o u . I t ' s an o u t d a t e d m odel t h a t h a s n ' t been 

c h a n g e d i n n i n e y e a r s . None o f us w i t h t h e 

c o m p a n i e s we have have p r o d u c t s t h a t we h a v e n ' t 

c h a n g e d i n n i n e y e a r s . 

We need t h e l e g i s l a t u r e t o f o c u s on a 
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s u s t a i n a b l e and e q u i t a b l e s o l u t i o n f o r t h o s e 

P e n n s y l v a n i a n s c u r r e n t l y e n r o l l e d i n t h i s p r o g r a m . 

C h a i r m a n , t h e m a j o r i t y l e a d e r gave you 

some b a c k g r o u n d on t h e CHRA. I won't r e p e a t a l l o f 

t h a t , b u t i n o r d e r t o e v a l u a t e t h e b i l l b e f o r e u s , 

we r e a l l y h ave t o u n d e r s t a n d t h e h i s t o r y o f how t h e 

CHRA came a b o u t . 

We s i g n e d t h i s a g r e e m e n t , as he n o t e d , 

i n F e b r u a r y o f 200 5 , a n d , i n s h o r t , i t was i n t e n d e d 

as a t i m e - l i m i t e d a g r e e m e n t t o h e l p f u n d t h e 

a d u l t B a s i c p r o g r a m . The CHRA p r o p o s e d a 1.6 

a s s e s s m e n t on o u r c o m m e r c i a l premium and a n o t h e r 

1 p e r c e n t a s s e s s m e n t on M e d i c a r e and M e d i c a i d 

p r o d u c t s o v e r t h e f i v e - y e a r p e r i o d , l e s s a 

d e d u c t i o n o f t h e premium t a x e s we p a y , w h i c h we 

w i l l a l s o t a l k a b o u t t o d a y . 

S i x t y p e r c e n t o u r a s s e s s m e n t d i r e c t l y 

s u p p o r t s t h e a d u l t B a s i c p r o g r a m . The o t h e r 4 0 

p e r c e n t o f t h a t a s s e s s m e n t was t o be u s e d t o f u n d 

o t h e r c o m m u n i t y - b a s e d e n d e a v o r s t h a t s u p p o r t t h e 

u n - and u n d e r i n s u r e d i n o u r a r e a . 

F o r c o n t e x t , o u r t o t a l e s t i m a t e d 

c o n t r i b u t i o n o v e r t h e l i f e o f t h e a g r e e m e n t , 

s p e a k i n g f o r o u r company o n l y , i s a n t i c i p a t e d t o be 

t h i r t y - t h r e e m i l l i o n d o l l a r s , w i t h t w e n t y - t h r e e 
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m i l l i o n d o l l a r s i n f u n d i n g d i r e c t l y t o a d u l t B a s i c . 

I'm s u r e y o u ' r e g o i n g t o h e a r t h o s e numbers f r o m 

a l l o f u s , and o u r c o m p a n i e s , c e r t a i n l y , w i l l -¬

you know, w e ' l l a l l g i v e you t h o s e r e s p e c t e d 

n u m b e r s , and t h e y ' l l be l a r g e r f o r l a r g e r 

c o m p a n i e s . 

L i k e most c o m p a n i e s , BCNEPA w i l l f i n d 

i t s e l f i n a much d i f f e r e n t f i n a n c i a l p o s i t i o n t o d a y 

t h a n we were i n 20 0 5. F o r e x a m p l e , i n 20 0 5 , we had 

a s u r p l u s o f o v e r f o u r h u n d r e d m i l l i o n d o l l a r s . A t 

t h e end o f 2 009 , o u r s u r p l u s was two h u n d r e d f i f t y 

m i l l i o n d o l l a r s . A 4 0 p e r c e n t d e c r e a s e i n t h e 

s u r p l u s . 

We a r e a l so e m b a r k i n g on 

i m p l e m e n t a t i o n o f f e d e r a l h e a l t h c a r e r e f o r m , t h e 

most m a j o r h e a l t h c a r e p o l i c y c h a n g e s we've s e e n i n 

t h e h i s t o r y o f o u r i n d u s t r y . The i m p a c t o f f e d e r a l 

r e f o r m on o u r o p e r a t i o n s and o u r c u s t o m e r s and on 

t h e c o s t s o f d o i n g b u s i n e s s a r e l a r g e l y u n k n o w n . 

T h e r e w i l l be t h o u s a n d s and t h o u s a n d s o f 

r e g u l a t i o n s t o come down. So we a l s o n e ed t o l o o k 

t o t h a t as we l o o k t o t h i s p a r t i c u l a r p r o p o s a l . 

We a r e a l so o p e r a t i n g i n a n a t i o n a l 

and s t a t e economy t h a t ' s f a r l e s s s e c u r e and s t a b l e 

t h a n i t was f i v e y e a r s a g o , as r e f l e c t e d by 
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d i m i n i s h e d c o m m e r c i a l c u s t o m e r b a s e . You know, i n 

s h o r t , we a r e n o t where we were i n 2 0 0 5 . I t ' s a 

d i f f e r e n t day f o r a l l o f o u r c o m p a n i e s . 

Many r e p r e s e n t t h a t t h e CHRA and now 

House B i l l 2 455 a r e a , q u o t e , u n q u o t e , f a i r 

s u b s t i t u t i o n , s i n c e t h e B l u e s do n o t pay t a x e s . 

T h i s i s m i s l e a d i n g and u n t r u e . I n f a c t , s i n c e 

200 5 , BCNEPA has p a i d o v e r t h i r t y - f i v e m i l l i o n i n 

f e d e r a l t axe s . We a l so pay l o c a l t a x e s , e v e n 

t h o u g h we're n o t r e q u i r e d t o , so we're n o t t o t a l l y 

t a x e x e m p t , t a x - f r e e o r g a n i z a t i o n s . 

I t ' s a l s o s t a t e d t h a t t h e CHRA's 

a p p r o p r i a t e b e c a u s e t h e B l u e p l a n s a r e exempt f r o m 

t h e s t a t e ' s premium t a x . T h a t i s a l s o n o t t r u e . 

Our company d o e s pay premium t a x e s on o u r 

f o r - p r o f i t b u s i n e s s and h a s , i n f a c t , p a i d a l m o s t 

t w e n t y m i l l i o n d o l l a r s i n premium t a x e s s i n c e 

20 0 6. O n l y t h e b u s i n e s s u n d e r o u r n o n p r o f i t 

c o m p a n i e s , t h e H o s p i t a l S e r v i c e A s s o c i a t i o n o f 

P e n n s y l v a n i a and o u r f i r s t p r i o r i t y h e a l t h HMO, a r e 

exempt f r o m t h e s t a t e premium t a x . 

E x a m p l e s o f p r o d u c t s t h a t a r e o f f e r e d 

u n d e r o u r n o n p r o f i t company a r e C H I P S , a d u l t B a s i c 

o f c o u r s e , s p e c i a l c a r e , w h i c h a c t u a l l y was t h e 

p r e c u r s o r . The B l u e s a c t u a l l y had s p e c i a l c a r e , 
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w h i c h i s much l i k e a d u l t B a s i c b e f o r e t h e s t a t e 

r e q u i r e d us t o have a n y t h i n g . T h i s was o u r 

v o l u n t a r y commitment t o t h e u n i n s u r e d . 

And a l s o we have a p r o d u c t known as 

c o - o p , w h i c h i s r e a l l y o u r i n s u r e r o f l a s t r e s o r t 

p r o d u c t . When you c a n ' t g e t c o v e r a g e e l s e w h e r e , 

t h i s i s where you come. 

These p r o d u c t s , i r o n i c a l l y , t h o s e t h a t 

a r e p r o p o s e d t o be t a x e d a t 2.4 p e r c e n t u n d e r 24 5 5 , 

e n r o l l t h e most v u l n e r a b l e o f o u r members. I t i s 

i m p o r t a n t t o u n d e r s t a n d t h a t ' s where t h a t t a x i s 

g o i n g t o a p p l y t o t h o s e p r o d u c t s . 

A n o t h e r i m p o r t a n t p o i n t f o r t h e 

c o m m i t t e e t o u n d e r s t a n d i s t h a t o u r community 

commitment i s i n no way f u l l y d e f i n e d by o u r -- by 

or l i m i t e d t o t h e CHRA a g r e e m e n t . L o n g b e f o r e t h i s 

a g r e e m e n t , B l u e C r o s s o f N o r t h e a s t e r n P e n n s y l v a n i a 

s u p p o r t e d t h e p r o d u c t and p r o g r a m s we p r e v i o u s l y 

m e n t i o n e d , t h o s e t h a t e n r o l l e d t h e most v u l n e r a b l e 

members o f s o c i e t y and t h o s e t h a t no o t h e r i n s u r e r s 

wi l l c o v e r . 

Over t h e l a s t f i v e y e a r s , we have 

s u b s i d i z e d t h e s e n o n - g r o u p p r o d u c t s by o v e r one 

h u n d r e d t h i r t y - t h r e e m i l l i o n d o l l a r s . 

I t i s t r u e t h a t t h e t a x s t a t u s o f 
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BCNEPA as a n o n p r o f i t company has r e s u l t e d i n a 

f i f t y - f i v e m i l l i o n d o l l a r t a x e x e m p t i o n f r o m t h e 

s t a t e p r e mi um t a x o ve r t he l i f e o f t he CHRA. 

H o w e v e r , as I s a i d , you add up t h a t one h u n d r e d 

t h i r t y - t h r e e m i l l i o n d o l l a r s we've u s e d t o 

s u b s i d i z e t h e o t h e r p r o d u c t s , we've g i v e n o u t o v e r 

s i x m i l l i o n d o l l a r s i n g r a n t s t o p r o m o t e t h e h e a l t h 

and w e l l n e s s and h e l p t h e u n i n s u r e d i n o u r a r e a s . 

So when you b o t t o m l i n e i t f o r o u r 

company, f o r t h i s f i f t y - f i v e m i l l i o n p r i v i l e g e d 

e x e m p t i o n , we've s p e n t o v e r a h u n d r e d f o r t y m i l l i o n 

d o l l a r s . N o t good math f o r e v e n a n o t - f o r - p r o f i t 

c ompany. 

As we move f o r w a r d i n t h i s d e b a t e , we 

w o u l d o f f e r t h e f o l l o w i n g r e c o m m e n d a t i o n s . The 

commonwealth's p r i o r i t y s h o u l d be t h e d e v e l o p m e n t 

o f a s u s t a i n a b l e and f a i r s o l u t i o n f o r f i n a n c i n g 

a d u l t B a s i c and f o r a l l t h e c h a l l e n g e s t h a t f a c e t h e 

p r o g r a m . The commonwealth s h o u l d r e v i e w t h e 

c u r r e n t p r o g r a m , t a k e a l o o k a t t h e c u r r e n t 

p r o g r a m , w h i c h has been b a s e d on t h e same i n s u r a n c e 

m odel s i n c e t h e p r o g r a m ' s i n c e p t i o n . 

As I s a i d b e f o r e , you need t o l o o k a t 

t h e p r o g r a m i t s e l f , p e r h a p s change t h e b e n e f i t s , 

c o n s i d e r many t h i n g s you c o u l d do f r o m an i n s u r a n c e 
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company p e r s p e c t i v e t o change t h e p r o g r a m . 

The commonwealth s h o u l d a l s o r e v i s i t 

i t s commitment t o t h e a d u l t B a s i c p r o g r a m , and 

R e p r e s e n t a t i v e E a c h u s m e n t i o n e d t h a t , by r e s t o r i n g 

t o b a c c o s e t t l e m e n t f u n d s , t h a t i t c o n t i n u e s t o 

d e c l i n e o v e r t h e l i f e o f t h i s p r o g r a m . We s h o u l d 

r e s t o r e t h a t f u n d i n g b a c k t o o r i g i n a l l e v e l s . 

The commonwealth s h o u l d e x p l o r e any 

and a l l a v a i l a b l e f u n d i n g now t h a t comes t h r o u g h 

f e d e r a l h e a l t h r e f o r m , as was n o t e d e a r l i e r . We 

d o n ' t u n d e r s t a n d a l l a b o u t f e d e r a l r e f o r m y e t . We 

d o n ' t know what o p p o r t u n i t i e s may l i e t h e r e . 

But t a x i n g t h o s e who p u r c h a s e h e a l t h 

i n s u r a n c e , and s p e c i f i c a l l y o n l y t h o s e who p u r c h a s e 

i n s u r a n c e f r o m t h e s t a t e B l u e p l a n s , i s n o t t h e 

a n s w e r . 

The amount BCNEPA w o u l d pay i n t a x e s 

u n d e r House B i l l 2455 w i l l n e a r l y t r i p l e t h e amount 

o f o u r c u r r e n t CHRA c o m m i t m e n t . Our c u s t o m e r s a r e 

a l r e a d y c h a l l e n g e d by t h e c u r r e n t e c o n o m i c c l i m a t e 

and w i l l b e a r t h e c o s t o f f e d e r a l r e f o r m s u c h as 

t h e f e d e r a l h e a l t h i n s u r a n c e t a x t h a t i s c o m i n g 

down. T h i s i s n o t s u s t a i n a b l e f o r o u r c u s t o m e r s o r 

h e a l t h c a r e c o s t s i n n o r t h e a s t e r n and n o r t h c e n t r a l 

P e n n s y l v a n i a . 
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The b i l l a l s o o v e r s i m p l i f i e s t he 

c o m p l e x i t y o f t h e c h a l l e n g e s t h a t f a c e t h e 

a d u l t B a s i c p r o g r a m . 

I n s h o r t , M r . C h a i r m a n , and i n 

c o n c l u s i o n , we a r e p r e p a r e d t o h e l p i n t h i s 

d e b a t e . We have n e v e r w a l k e d away f r o m o u r 

commitment t o t h e c o m m o n w e a l t h . We're n o t d o i n g 

t h a t t o d a y . We a r e o n l y s a y i n g , t a k e a h a r d l o o k 

a t t h e p r o g r a m s and t a k e a l o o k a t t h e moneys t h a t 

may be a v a i l a b l e e l s e w h e r e b e f o r e you p u t t h e 

e n t i r e b u r d e n on t h o s e who pay f o r h e a l t h i n s u r a n c e 

f r o m t h e B l u e s . 

Thank y o u . 

CHAIRMAN DELUCA: Thank y o u , Kim. 

Bob . 

MR. BAKER: Good m o r n i n g , 

M r . C h a i r m a n , and members o f t h e House I n s u r a n c e 

C o m m i t t e e . 

Can you h e a r o k a y , R e p r e s e n t a t i v e 

G o d s h a l l ? You a l l r i g h t ? 

Okay. Good. 

S i n c e y o u ' r e a l r e a d y q u i t e f a m i l i a r 

w i t h t h e e s s e n c e o f t h e d i s c u s s i o n h e r e t h i s 

m o r n i n g , I t h o u g h t i t m i g h t be b e s t i f I s p o k e 

d i r e c t l y t o t h e i s s u e o f why t h e s t a t e ' s f o u r B l u e 
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p l a n s c a n n o t be e x p e c t e d t o c o n t i n u e t o f u n d t h e 

o n g o i n g o r p o s s i b l y e x p a n d t h e a d u l t B a s i c p r o g r a m . 

L e t me b e g i n by r e s p o n d i n g t o a 

s t a t e m e n t made i n t h e r e c e n t n e w s p a p e r a r t i c l e s 

t h a t s a i d , i n p a r t : K n o w i n g t h e i r n o n p r o f i t s t a t u s 

p u t s them i n a p o s i t i o n t o pay no b u s i n e s s t a x . 

C a p i t a l B l u e C r o s s i s a n o t - f o r - p r o f i t 

company t h a t c o m p e t e s d i r e c t l y w i t h H i g h m a r k , 

a n o t h e r n o t - f o r - p r o f i t company, as w e l l as numerous 

f o r - p r o f i t c o m p a n i e s . We have some n i n e h u n d r e d 

t h o u s a n d members and o v e r two t h o u s a n d e m p l o y e e s . 

We have no -- u n l i k e what you h e a r i n W a s h i n g t o n , 

we have no s h a r e h o l d e r s . We a r e n o t p u b l i c l y 

t r a d e d n o r do we pay d i v i d e n d s . 

However, t o s a y we pay no t a x e s i s 

c o m p l e t e l y i n a c c u r a t e . C a p i t a l B l u e C r o s s i s 

s u b j e c t t o f e d e r a l and s t a t e i n c o m e t a x e s and p a y s 

c o r p o r a t e n e t in c o m e t a x e s , c a p i t a l s t o c k t a x e s , 

premium t a x e s , and l o c a l t a x e s . I n 200 9 a l o n e , we 

p a i d o v e r t w e n t y - f i v e m i l l i o n i n premium t a x e s , 

o v e r two h u n d r e d s i x t y - f i v e t h o u s a n d i n c a p i t a l 

s t o c k t a x e s , and n e a r l y a m i l l i o n d o l l a r s i n l o c a l 

t a x e s . The a l l e g e d e x o r b i t a n t t a x e x e m p t i o n t h a t 

we r e c e i v e f r o m b e i n g n o t - f o r - p r o f i t i s l e s s t h a n 

f o u r m i l l i o n d o l l a r s and s h r i n k i n g . 
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As i m p o r t a n t , we s u b s i d i z e more t h a n 

f o u r t e e n m i l l i o n i n l o s s e s f o r o u r i n d i v i d u a l 

p r o d u c t s , s o m e t h i n g o u r c o m p e t i t o r s do n o t d o . We 

a l s o s u b s i d i z e t e n m i l l i o n f o r o u r CHIP and o u r 

M e d i c a r e s u p p l e m e n t a l p r o g r a m s and f o r c o m m u n i t y 

h e a l t h i n i t i a t i v e s , s u c h as c l i n i c s , c h i l d h o o d 

o b e s i t y , and s e n i o r o u t r e a c h p r o g r a m s . We a l s o 

c o n t r i b u t e d o v e r f i v e h u n d r e d t h o u s a n d d o l l a r s l a s t 

y e a r t o c h a r i t y , s u c h as t h e P e n n s y l v a n i a B r e a s t 

C a n c e r C o a l i t i o n and t h e A m e r i c a n H e a r t 

A s s o c i a t i o n . 

O v e r a l l , o u r c o m m u n i t y s p e n d i n g and 

t a x e s have r i s e n f r o m l e s s t h a n t e n m i l l i o n d o l l a r s 

i n 1999 t o o v e r f i f t y - t w o m i l l i o n d o l l a r s i n 2008. 

We a r e now f a c i ng an e v e n b i g g e r 

e c o n o m i c c h a l l e n g e . The f e d e r a l h e a l t h c a r e b i l l 

c a l l s f o r h e a l t h i n s u r e r s a c r o s s t h e c o u n t r y t o pay 

an e x t r a o r d i n a r y amount o f new t a x e s t o h e l p 

b a l a n c e t h e c o s t o f t h e f e d e r a l b i l l . 

B e g i n n i n g i n 20 14, i n s u r e r s w i l l be 

r e q u i r e d t o pay e i g h t b i l l i o n d o l l a r s i n new 

f e d e r a l t a x e s , w i t h t h a t number r i s i n g t o 14.3 

b i l l i o n i n 2 018 , w i t h u pward a d j u s t m e n t s e v e r y y e a r 

t h e r e a f t e r . 

S i n c e t h i s i s a new t a x , we n e ed t o 
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b e g i n p r e p a r i n g f o r i t i m m e d i a t e l y . The c o s t t o 

C a p i t a l B l u e C r o s s w i l l b e g i n a t an e s t i m a t e d 

t h i r t y - f i v e m i l l i o n d o l l a r s p e r y e a r , r i s i n g t o an 

e s t i m a t e d s i x t y - t w o m i l l i o n d o l l a r s by 201 8. 

As you know, t h e B l u e s u b s i d y o f t h e 

a d u l t B a s i c p r o g r a m i s due t o e x p i r e a t t h e end o f 

t h i s y e a r . D e s p i t e t h e s i g n e d a g r e e m e n t c a l l i n g 

f o r an end t o o u r i n v o l v e m e n t , b o t h t h e g o v e r n o r ' s 

b u d g e t s and House B i l l 2 455 w o u l d r e q u i r e us t o 

c o n t i n u e t o s u b s i d i z e t h e p r o g r a m a t an e v e n h i g h e r 

l e v e l t h a n b e f o r e . 

The a d m i n i s t r a t i o n d o e s t h i s w h i l e 

r e d u c i ng t h e amount o f -- e x c u s e me -- t o b a c c o 

s u b s i d y f u n d s d e d i c a t e d t o t h e p r o g r a m e a c h y e a r 

f r o m a l e v e l o f s e v e n t y - f o u r m i l l i o n i n 

e x p e n d i t u r e s when t h e p r o g r a m began i n 200 5 t o a 

p r o p o s e d f i f t e e n m i l l i o n d o l l a r s i n 201 0. T h i s 

c o n s t i t u t e s an 80 p e r c e n t d e c r e a s e i n t o b a c c o 

s u b s i d y e x p e n d i t u r e s w h i l e s e e k i n g a s u b s t a n t i a l 

i n c r e a s e i n c o n t r i b u t i o n s f r o m t h e B l u e p l a n s , a l l 

w h i l e C a p i t a l B l u e C r o s s ' s premium t a x e s p a i d t o 

t h e g e n e r a l f u n d c o n t i n u e t o r i s e . 

F o r C a p i t a l B l u e C r o s s , o u r CHR 

o b l i g a t i o n w o u l d be an e s t i m a t e d f i f t e e n m i l l i o n 

d o l l a r s . T h a t ' s f i f t e e n m i l l i o n d o l l a r s p a i d t o 
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t h e CHR f u n d w h i l e p a y i n g o v e r t w e n t y - f i v e m i l l i o n 

d o l l a r s i n premium t a x e s t o t h e g e n e r a l f u n d and 

s u b s i d i z i n g o u r i n d i v i d u a l o f f e r i n g s , s t a t e CHI P, 

o u r M e d i c a r e s u p p l e m e n t a l , and c o m m u n i t y h e a l t h 

i n i t i a t i v e s by more t h a n t w e n t y - f o u r m i l l i o n 

d o l l a r s . M e a n w h i l e , o u r n o n - B l u e , n o t - f o r - p r o f i t 

and f o r - p r o f i t c o m p e t i t o r s pay n o t h i n g i n t o t h e 

f u n d . 

C a p i t a l B l u e C r o s s w o u l d be w i l l i n g t o 

c o n s i d e r a l t e r n a t i v e s t o f u n d t h e a d u l t B a s i c 

p r o g r a m f o r an a d d i t i o n a l s i x months b u t n o t so 

l o n g as 95 p e r c e n t , i n s t e a d o f 60 p e r c e n t , o f t h e 

f u n d i n g i s t o go d i r e c t l y t o a d u l t B a s i c and o u r 

n o n - B l u e c o m p e t i t o r s a r e n o t r e q u i r e d t o c o n t r i b u t e 

t o t h e p r o g r am. 

We a l s o s t r o n g l y b e l i e v e t h a t t h e 

p r o g r a m s h o u l d n o t be e x p a n d e d , e s p e c i a l l y i n l i g h t 

o f t h e c h a l l e n g e t h e commonwealth f a c e s i n d e a l i n g 

w i t h i t s own b u d g e t a r y c o n c e r n s . F u r t h e r , i f s u c h 

f i n a n c i a l demands a r e p l a c e d on u s , we w i l l h ave 

l i t t l e c h o i c e b u t t o r a i s e r a t e s , r e d u c e o r 

e l i m i n a t e t h e s u b s i d i e s o f t h e p r o g r a m s a l r e a d y 

m e n t i o n e d , and c u t b a c k s i g n i f i c a n t l y on c o m m u n i t y 

c o n t r i b u t i o n s . 

F i n a l l y , we b e l i e v e t h a t t h e 
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commonwealth s h o u l d r e t u r n t o f u n d i n g t h e p r o g r a m 

a t t h e o r i g i n a l t o b a c c o f u n d e x p e n d i t u r e l e v e l o f 

s e v e n t y - f o u r m i l l i o n d o l l a r s a n n u a l l y . 

Thank you f o r y o u r t i m e h e r e t h i s 

m o r n i n g , and, o f c o u r s e , I ' d be more t h a n happy t o 

a n swer any q u e s t i o n s . 

CHAIRMAN DELUCA: Thank y o u , B o b . 

W e ' l l g e t t o t h a t . 

M i k e . 

MR. WARFEL: Good m o r n i n g . I'm M i k e 

W a r f e l , v i c e p r e s i d e n t o f g o v e r n m e n t a f f a i r s a t 

H i g h m a r k . 

C h a i r m a n D e L u c a , C h a i r m a n M i c o z z i e , 

and members o f t h e c o m m i t t e e , good m o r n i n g . 

I 'm h e r e t o o f f e r comments on House 

B i l l 2 455 and d i s c u s s t h e r e a s o n s why we o p p o s e 

t h i s l e g i s l a t i o n . W h i l e we have a l o n g and p r o u d 

t r a d i t i o n o f s u p p o r t i n g e f f o r t s t o i n c r e a s e t h e 

number o f P e n n s y l v a n i a n s who have h e a l t h i n s u r a n c e , 

we b e l i e v e t h a t f o r c i n g t h e s t a t e ' s B l u e C r o s s and 

B l u e S h i e l d c o m p a n i e s t o c o n t i n u e f u n d i n g t h e 

a d u l t B a s i c p r o g r a m , as t h i s b i l l p r o p o s e s , 

r e p r e s e n t s t h e m i s g u i d e d p u b l i c p o l i c y . 

We b e l i e v e t h a t a l l i n s u r a n c e 

c a r r i e r s , n o t s i m p l y n o n p r o f i t h e a l t h i n s u r e r s , and 
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o t h e r p r i v a t e and p u b l i c h e a l t h c a r e i n d u s t r y 

s t a k e h o l d e r s have a s h a r e d r e s p o n s i b i l i t y t o 

e x p l o r e s u s t a i n a b l e and f a i r s o l u t i o n s t o d e a l w i t h 

t h e h e a l t h c a r e n e e d s o f u n i n s u r e d P e n n s y l v a n i a n s 

and t h o s e i n d i v i d u a l s and f a m i l i e s c u r r e n t l y i n t h e 

a d u l t B a s i c p r o g r a m . 

A l t h o u g h P e n n s y l v a n i a h a s h i s t o r i c a l l y 

had one o f t h e l o w e s t r a t e s o f u n i n s u r e d among t h e 

f i f t y s t a t e s , r e c e n t s t u d i e s show t h a t t h e number 

o f p e o p l e w i t h o u t h e a l t h i n s u r a n c e i s g r o w i n g a t a 

t r o u b l i n g r a t e . 

T h i s i s s u e i s v e r y i m p o r t a n t t o 

H i g h m a r k . As a n o n p r o f i t company, we have s t r i v e d 

t o p r o v i d e c o v e r a g e t o a p o p u l a t i o n t h a t many 

i n s u r e r s w i l l n o t o r a r e r e l u c t a n t t o i n s u r e , and 

t o work c o o p e r a t i v e l y t o i m p r o v e t h e h e a l t h and 

w e l l - b e i n g o f P e n n s y l v a n i a c o m m u n i t i e s . 

We a r e c o n s t a n t l y t r y i n g t o a c h i e v e a 

v e r y d e l i c a t e b a l a n c e b e t w e e n f i n a n c i a l s t a b i l i t y 

and u p h o l d i n g t h e commitment t o s m a l l g r o u p s , 

i n d i v i d u a l s , and f a m i l i e s who may n o t have 

i n s u r a n c e a v a i l a b l e t o t h e m . 

To q u a n t i f y H i g h m a r k ' s commitment t o 

t h e c o m m u n i t y , I w o u l d l i k e t o r e v i e w t h e p a s t f i v e 

y e a r s f r o m 2 005 t h r o u g h t h e end o f 2 009 . D u r i n g 
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t h i s p e r i o d , H i g h m a r k p r o v i d e d a l m o s t e i g h t h u n d r e d 

m i l l i o n i n c o m m u n i t y c o n t r i b u t i o n s , w h i c h i n c l u d e d 

f i v e h u n d r e d and e l e v e n m i l l i o n d o l l a r s t o f u l f i l l 

t h e c o mmitments u n d e r t h e Community H e a l t h 

R e i n v e s t m e n t A g r e e m e n t . 

How was t h e money s p e n t ? F rom 20 0 5 

t h r o u g h 2 009 , t h r e e h u n d r e d m i l l i o n i n c a s h was 

p r o v i d e d t o t h e s t a t e and u s e d t o s u p p o r t t h e 

a d u l t B a s i c p r o g r a m . A n o t h e r t h r e e h u n d r e d m i l l i o n 

has b e e n u s e d t o e x p a n d a c c e s s t o h e a l t h c a r e 

c o v e r a g e f o r l o w e r - i n c o m e f a m i l i e s , s e n i o r s , and 

u n i n s u r e d c h i l d r e n u n d e r t h e s t a t e ' s C h i l d r e n ' s 

H e a l t h I n s u r a n c e P r o g r a m . 

You a r e g o i n g t o h e a r t h i s m o r n i n g , as 

an a s i d e , f r o m a l l t h e B l u e s t h a t , i n a d d i t i o n t o 

t h e commitment we're m a k i n g t h a t CHR, e a c h and 

e v e r y one o f us a r e s u b s i d i z i n g t h e d i r e c t - p a y 

p r o g r a m s . F o r H i g h m a r k i n 20 0 9 , t h a t number 

amounted t o e i g h t y - n i n e m i l l i o n . T h i s i s i n 

a d d i t i o n t o t h e s i x t y , s i x t y - f i v e m i l l i o n i n c a s h 

we're b r i n g i n g t o t h e commonwealth e v e r y q u a r t e r 

t h r o u g h d i r e c t t r a n s f e r s t o t h e s t a t e t r e a s u r y . 

I n a d d i t i o n , H i g h m a r k has p r o v i d e d 

g r a n t s , p r o g r a m s , and s u p p o r t a i m e d a t a d d r e s s i n g 

c o mmunity h e a l t h n e e d s . Our f u n d i n g r e a c h e s t h e 
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c o mmunity p r i m a r i l y t h r o u g h n o n p r o f i t p a r t n e r s who 

a r e d o i n g i m p o r t a n t e v i d e n c e - b a s e d work and s e r v i n g 

v i t a l n e e d s . T o g e t h e r w i t h o u r p a r t n e r s , we 

s u p p o r t p r o g r a m s s u c h as m e d i c a l and d e n t a l c l i n i c s 

f o r t h e u n i n s u r e d , h e a l t h d e m o n s t r a t i o n p r o j e c t s , 

and p h y s i c a l f i t n e s s p r o g r a m s f o r c h i l d r e n . 

M o v i n g f o r w a r d , we w i l l c o n t i n u e t o 

work t o a d d r e s s t h e h e a l t h c a r e n e e d s o f t h e 

C o m m o n w e a l t h . 

I ' d l i ke t o t a k e a moment t o c l a r i f y a 

p o i n t t h a t i s o f t e n a s o u r c e o f c o n f u s i o n , a g a i n , a 

p o i n t I t h i n k v e r y w e l l a m p l i f i e d by K i m and Bob 

t h u s f a r . H i g h m a r k i s a n o t - f o r - p r o f i t 

c o r p o r a t i o n , b u t we a l s o pay t a x e s . B e c a u s e o f o u r 

n o n p r o f i t s t a t u s , H i g h m a r k , b u t n o t o u r f o r - p r o f i t 

s u b s i d i a r y , i s exempt f r o m some s t a t e t a x e s , most 

n o t a b l y t h e s t a t e ' s i n s u r a n c e premium t a x . 

I n 200 9, t h e e s t i m a t e d s a v i n g s 

r e s u l t i n g f r o m t h e premium t a x e x e m p t i o n was 

e i g h t y - e i g h t m i l l i o n . So l e t me be c l e a r , i f we 

were s u b j e c t t o t h e 2 p e r c e n t premium t a x , l i k e 

e v e r y f o r - p r o f i t i n s u r a n c e company i n t h e 

commonwealth, we w o u l d pay o r e x t e n d t o t h e 

commonwealth a b o u t e i g h t y - e i g h t m i l l i o n d o l l a r s . 

B u t l i ke K i m and Bob have done f o r y o u , I'm g o i n g 
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t o p u t t h a t c o n t e x t i n t e r m s o f t h e s o c i a l m i s s i o n 

g i v i n g t h a t we're p r o v i d i n g . 

So, i n 2009, t h e e s t i m a t e d s a v i n g s , as 

I s a i d , was e i g h t y - e i g h t m i l l i o n f o r t h e premium 

t a x e x e m p t i o n , b u t t h e premium t a x e x c e p t i o n must 

be b a l a n c e d a g a i n s t t h e c o m m u n i t y c o n t r i b u t i o n s 

t h a t o u r company m a k e s . L a s t y e a r , f o r e v e r y 

d o l l a r i n t a x e s n o t p a i d b e c a u s e o f t h e premium t a x 

e x e m p t i o n , H i g h m a r k c o n t r i b u t e d one d o l l a r and 

f o r t y c e n t s . P r e t t y good r e t u r n on t h e i n v e s t m e n t 

f o r t h e c o m m o n w e a l t h . 

To f u r t h e r a m p l i f y t h e p o i n t a b o u t 

t a x e s , c o n s i d e r t h i s , o v e r t h e l a s t f i v e y e a r s , 

H i g h m a r k and i t s a f f i l i a t e s p a i d s e v e n h u n d r e d 

t w e n t y - s e v e n m i l l i o n i n f e d e r a l , s t a t e , and l o c a l 

t a x e s . 

So i f t h e r e ' s a n y t h i n g t h a t t h e 

members t a k e f r o m o u r c o n v e r s a t i o n s t o d a y , I hope 

we end t h i s d i s c u s s i o n and d e b a t e a b o u t t h e B l u e s 

d o n ' t pay t a x e s . 

Any d i s c u s s i o n t o e x t e n d t h e t e r m o f 

t h e CHR a g r e e m e n t as t h e p r i m a r y f u n d i n g s o u r c e f o r 

t h e a d u l t B a s i c p r o g r a m must be v i e w e d i n b r o a d 

c o n t e x t . S i m p l y p u t , t h e e n v i r o n m e n t t o d a y i s f a r 

d i f f e r e n t , f a r more c o m p l e x , and f i l l e d w i t h f a r 
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more f i n a n c i a l r i s k t h a n t h e one i n 200 5, t h e y e a r 

H i g h m a r k and t h e o t h e r B l u e p l a n c o m p a n i e s e n t e r e d 

i n t o t he CHR a g r e e m e n t . 

The s t a g g e r i n g a f f e c t s o f t h e w o r s t 

r e c e s s i o n s i n c e t h e 1930s has c r e a t e d s e v e r e s t a t e 

b u d g e t a r y p r e s s u r e s . We a l l u n d e r s t a n d t h a t . And, 

o f c o u r s e , many p r i v a t e e m p l o y e r s have d r o p p e d 

h e a l t h c a r e c o v e r a g e f o r t h e i r e m p l o y e e s . As a 

r e s u l t , l i k e many o t h e r c o m p a n i e s , H i g h m a r k h as 

l o s t m e m b e r s h i p i n P e n n s y l v a n i a . 

H i g h m a r k i s a l s o b e i n g s q u e e z e d by 

h o s p i t a l s and p h y s i c i a n s who a r e f e e l i n g f i n a n c i a l 

p r e s s u r e , as r e i m b u r s e m e n t s f r o m g o v e r n m e n t 

p r o g r a m s c o n t i n u e t o l a g b e h i n d t h e a c t u a l c o s t o f 

p r o v i d i n g new and more c o m p l e x l e v e l s o f c a r e f o r 

t h e p a t i e n t s . 

A l l t o o o f t e n p r o v i d e r s t r y t o o f f s e t 

l o w e r p u b l i c payments w i t h h i g h e r c o m m e r c i a l 

p a y m e n t s , w h i c h , i n t u r n , makes h e a l t h i n s u r a n c e 

l e s s a f f o r d a b l e f o r e m p l o y e r s . 

I n a d d i t i o n t o t h i s h i d d e n t a x , t h e 

p r i v a t e i n s u r e d a l s o must b e a r t h e c o s t a s s o c i a t e d 

w i t h bad d e b t and c h a r i t y c a r e p r o v i d e d t o t h e 

i n d i v i d u a l s w i t h o u t i n s u r a n c e . 

The j o b l e s s r e c o v e r y and r a p i d l y 
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c h a n g i n g h e a l t h c a r e l a n d s c a p e p r e s e n t f i n a n c i a l 

c h a l l e n g e s f o r H i g h m a r k as a t i m e when we need e v e n 

more c a p i t a l t o sa t i s f y t h e demands o f o u r 

c u s t o m e r s , f o r goods and s e r v i c e s , and t o p a y t h e 

new i n f o r m a t i o n t e c h n o l o g y and a b i l i t i e s t o o p e r a t e 

more e f f i c i e n t l y . We a l s o a r e i n c u r r i n g t h e 

g r e a t e r c o s t s t o c o m p l y w i t h t h e i n c r e a s i n g number 

o f g o v e r n m e n t m a n d a t e s a s s o c i a t e d w i t h a l l a s p e c t s 

o f o u r b u s i n e s s . 

As t o a l l o f t h i s , a l s o a m p l i f i e d by 

K i m and B o b , t h e n e w l y p a s s e d f e d e r a l h e a l t h c a r e 

law w i l l p l a c e u n t o l d r e q u i r e m e n t s on h e a l t h 

i n s u r a n c e c o m p a n i e s t h a t we o n l y a r e now b e g i n n i n g 

t o g r a s p . 

The l a w w i l l c hange t h e h e a l t h c a r e 

s y s t e m i n p r o f o u n d w a y s : How p e o p l e w i l l buy 

i n s u r a n c e , how h e a l t h c a r e i s p a i d f o r , i n c l u d i n g a 

v a r i e t y o f new t a x e s a n d / o r e x p a n d e d t a x e s , and how 

g o v e r n m e n t r e g u l a t e s t h e h e a l t h c a r e s y s t e m . 

An u n d e r l y i n g g o a l f o r h e a l t h 

i n s u r a n c e r e f o r m i n t h i s new l a w i s -- i s u n i f o r m 

r a t e r e g u l a t i o n f o r a l l h e a l t h i n s u r e r s as a means 

t o p r o m o t e f a i r c o m p e t i t i o n i n t h e h e a l t h i n s u r a n c e 

m a r k e t p l a c e . 

I n c o n t r a s t . House B i l l 2455 a p p e a r s 
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t o f a v o r some i n s u r e r s o v e r o t h e r s , by f o r c i n g o n l y 

n o n p r o f i t i n s u r e r s , b a s i c a l l y t h e s t a t e ' s B l u e 

C r o s s and B l ue S h i e l d c o m p a n i e s and t h e i r 

c u s t o m e r s , t o s h o u l d e r a l a r g e r p a r t o f t h e 

f i n a n c i a l r e s p o n s i b i l i t y f o r s u s t a i n i n g 

a d u l t B a s i c . 

I n l i g h t o f t h e f r a g i l e economy and 

t r e m e n d o u s s t a t e b u d g e t a r y p r e s s u r e s , y o u have a 

d i f f i c u l t d e c i s i o n t o make r e l a t i v e t o t h i s 

l e g i s l a t i o n . 

T h i s CHR a g r e e m e n t was i n t e n d e d t o be 

o n l y a t e m p o r a r y f u n d i n g s o l u t i o n t o a d d r e s s t h e 

nee d s o f t h e s t a t e ' s u n i n s u r e d . I t s h o u l d n o t be 

v i e w e d h a s a v i a b l e , c o m p r e h e n s i v e a n s w e r t o a new, 

d e e p - s e a t e d q u e s t i o n a b o u t w h e t h e r t h e commonwealth 

can a f f o r d t o m a i n t a i n i m p o r t a n t p r o g r a m s s u c h as 

a d u l t B a s i c , g i v e n t h e f i n a n c i a l c h a l l e n g e s f a c i n g 

t h e s t a t e . 

We w i l l c o n t i n u e t o meet o u r 

o b l i g a t i o n s u n d e r t h e CHR a g r e e m e n t u n t i l i t 

e x p i r e s a t t h e end o f December 20 1 0 , b u t we a r e 

o p p o s e d t o a m u l t i y e a r e x t e n s i o n t o t h e c u r r e n t 

a g r e e m e n t e n v i s i o n e d by t h i s b i l l . 

Whi l e H i g h m a r k r e a l i z e s t h a t t h e 

commonwealth f a c e s f i n a n c i a l p r e s s u r e s i n 
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m a i n t a i n i n g t h e a d u l t B a s i c p r o g r a m , we b e l i e v e a l l 

p a r t i c i p a n t s i n t h e p u b l i c and p r i v a t e h e a l t h c a r e 

s e c t o r s have a s h a r e d r e s p o n s i b i l i t y t o d r a f t a 

b r o a d - b a s e d , s u s t a i n a b l e f u n d i n g s o u r c e f o r 

a d u l t B a s i c . 

I t h a n k y o u f o r y o u r a t t e n t i o n and be 

h a p p y t o answer y o u r q u e s t i o n s . 

CHAIRMAN DELUCA: Thank y o u , M i k e . 

C h r i s . 

MR. CASHMAN: Good m o r n i n g , 

M r . C h a i r m a n , R e p r e s e n t a t i v e M i c o z z i e , members o f 

t h e c o m m i t t e e . 

My name i s C h r i s C ashman. I'm f r o m 

I n d e p e n d e n c e B l u e C r o s s and v e r y p l e a s e d t o be h e r e 

w i t h y o u t h i s m o r n i n g t o d i s c u s s House B i l l 2 4 5 5 . 

I n d e p e n d e n c e B l u e C r o s s o p p o s e s House 

B i l l 2 455, as i t w o u l d e x t e n d an a g r e e m e n t t h a t was 

a l w a y s v i e w e d as a s i x - y e a r c o m m i t m e n t . I f 

e n a c t e d , 2455 w o u l d c o n t i n u e t o p l a c e a 

d i s p r o p o r t i o n a t e and u n f a i r b u r d e n on I n d e p e n d e n c e 

B l u e C r o s s , and i t w o u l d c o n t i n u e t o i m p o s e a t a x 

on o u r i n d i v i d u a l c u s t o m e r s , many o f who have l o s t 

j o b s , and on o u r g r o u p c u s t o m e r s , who a r e c o m m i t t e d 

t o o f f e r i ng h e a l t h c a r e t o t h e i r e m p l o y e e s b u t who 

a r e s t r u g g l i n g i n t h i s d i f f i c u l t economy w i t h 
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r e d u c e d r e v e n u e s and i n c r e a s e d c o s t . 

I t h i n k , as a l l o f y ou know, 

I n d e p e n d e n c e B l u e C r o s s i s b a s e d i n s o u t h e a s t e r n 

P e n n s y l v a n i a . We c o v e r 2.4 m i l l i o n members who 

l i v e i n t h e P h i l a d e l p h i a r e g i o n and 3.2 m i l l i o n 

members n a t i o n w i d e . We employ f i f t y - t w o h u n d r e d 

i n d i v i d u a l s and c o v e r more t h a n f o r t y - f i v e t h o u s a n d 

e m p l o y e r g r o u p s i n s o u t h e a s t e r n P e n n s y l v a n i a . 

We p r o v i d e o u r c u s t o m e r s w i t h a wide 

r a n g e o f h e a l t h p l a n s . We a r e a c t i v e i n a l l l i n e s 

o f b u s i n e s s , i n c l u d i n g i n d i v i d u a l h e a l t h p l a n s , 

s m a l l g r o u p and l a r g e g r o u p m a r k e t s , M e d i c a r e , 

M e d i c a i d , and g u a r a n t e e i s s u e p l a n s , w h i c h we o f f e r 

t o p e o p l e r e g a r d l e s s o f t h e i r h e a l t h and w h i c h no 

o t h e r i n s u r e r i n o u r r e g i o n o f f e r s . 

One o f t h e f a c t o r s t h a t most c l e a r l y 

d i s t i n g u i s h e s us f r o m o u r c o m p e t i t o r s i s t h a t we've 

a l w a y s been c o m m i t t e d t o b u i l d i n g t h e h e a l t h o f o u r 

com m u n i t y , w h i c h we c a l l o u r s o c i a l m i s s i o n , work 

t h a t , a t i t s h e a r t , s e r v e s t h o s e who a r e 

u n d e r i n s u r e d and u n i n s u r e d . 

I t was p a r t o f t h a t commitment, i n 

200 5, t h a t c a u s e d t o us t o v o l u n t a r i l y j o i n w i t h 

o u r c o l l e a g u e s , t h e o t h e r t h r e e B l u e C r o s s and B l u e 

S h i e l d i n s u r e r s i n P e n n s y l v a n i a , t o e n t e r i n t o t h e 



44 

Community H e a l t h R e i n v e s t m e n t A g r e e m e n t . We 

c o m m i t t e d t o a d e f i n e d l e v e l o f f i n a n c i a l s u p p o r t 

f o r c o mmunity r e i n v e s t m e n t e n d e a v o r s . 

One o f t h e p r i m a r y g o a l s o f t h i s 

a g r e e m e n t was t o have f u n d -- was t o f u n d 

a d u l t B a s i c and o t h e r s t a t e - s p o n s o r e d h e a l t h 

i n s u r a n c e p r o g r a m s f o r l o w - i n c o m e p e r s o n s . 

S i n c e we e n t e r e d i n t o t h e a g r e e m e n t 

f i v e y e a r s ago, we've a l w a y s v i e w e d i t as a 

s i x - y e a r a g r e e m e n t , one t h a t a f f o r d e d t h e 

commonwealth s u f f i c i e n t t i m e t o p l a n f o r and 

i d e n t i f y o n g o i n g f u n d i n g f o r t h e s e c r i t i c a l 

p r o g r a m s a f t e r t h e a g r e e m e n t e x p i r e s . 

D u r i n g t h e t e r m o f t h i s a g r e e m e n t , we 

have n o t o n l y h o n o r e d o u r f u n d i n g commitment, b u t 

s i g n i f i c a n t l y e x c e e d e d i t . From t h e a g r e e m e n t ' s 

i n c e p t i o n , I BC has s p e n t a p p r o x i m a t e l y f o u r h u n d r e d 

t w e n t y - f o u r m i l l i o n d o l l a r s , c o m b i n a t i o n o f o u r 

commitment u n d e r t h e a g r e e m e n t and o t h e r a d d i t i o n a l 

c o mmunity h e a l t h a c t i v i t i e s , a l l work w h i c h we 

c o n s i d e r p a r t o f o u r s o c i a l m i s s i o n . 

Of t h i s amount, we s p e n t a p p r o x i m a t e l y 

a h u n d r e d e i g h t y - n i n e m i l l i o n on t h e CHIP and 

a d u l t B a s i c p r o g r a m s . 

The v a s t m a j o r i t y o f t h e r e m a i n i n g two 
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h u n d r e d t h i r t y - f i v e m i l l i o n h a s b e e n u s e d by IBC t o 

s u b s i d i z e and make more a f f o r d a b l e o u r g u a r a n t e e 

i s s u e h e a l t h i n s u r a n c e p l a n s , w h i c h we o f f e r t o 

p e o p l e r e g a r d l e s s o f t h e i r h e a l t h . T h e r e a r e 

p l a n s -- t h e s e a r e p l a n s f o r i n d i v i d u a l s who a r e 

n o t o n l y c o v e r e d by e m p l o y e r - s p o n s o r e d p l a n s , 

p e o p l e who o f t e n s t r u g g l e t o p r o v i d e c o v e r a g e f o r 

t h e m s e l v e s and t h e i r f a m i l i e s . 

B e y o n d t h i s , h o w e v e r , i n 20 1 0 , we do 

e x p e c t t o s p e n d t e n s o f m i l l i o n s o f a d d i t i o n a l 

d o l l a r s i n s u p p o r t o f CHR and o u r s o c i a l m i s s i o n . 

I t ' s w o r t h p o i n t i n g o u t , as my 

c o l l e a g u e s h a v e , t h a t we s p e n t t h i s r o u g h l y f o u r 

h u n d r e d t w e n t y - f o u r m i l l i o n d u r i n g t h e t e r m o f t h e 

Community H e a l t h R e i n v e s t m e n t i n a d d i t i o n t o t a x e s 

we p a i d d u r i n g t h i s p e r i o d . I n f a c t , f r o m t h e 

i n c e p t i o n o f t h e a g r e e m e n t , IBC has a l s o p a i d two 

h u n d r e d f i f t y - n i n e m i l l i o n i n P e n n s y l v a n i a s t a t e 

p r e m i um t a x e s . 

W h i l e we s p e n d r o u g h l y f o u r h u n d r e d 

t we n t y - f o u r m i l l i o n o n o u r s o c i a l m i s s i o n a n d pa i d 

two h u n d r e d f i f t y - n i n e m i l l i o n i n premium t a x e s , we 

d i d n o t r e a l i z e t h e t a x e x e m p t i o n anywhere n e a r 

t h i s l e v e l o f p a y m e n t . I n f a c t , f r o m t h e b e g i n n i n g 

o f t h e a g r e e m e n t u n t i l now, we've r e c e i v e d a t o t a l 
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t a x e x e m p t i o n o f a p p r o x i m a t e l y f i f t y m i l l i o n 

d o l l a r s , o r somewhere c l o s e t o t e n m i l l i o n d o l l a r s 

a y e a r o v e r t h e l a s t f i v e y e a r s . 

I have a t t a c h e d t o my t e s t i m o n y a 

s l i d e w h i c h d e t a i l s t h e way i n w h i c h we have b r o k e n 

down n o t o n l y o u r CHR o b l i g a t i o n , o u r s o c i a l 

m i s s i o n o b l i g a t i o n and s t a t e p r e m ium t a x e s t h a t we 

h ave p a i d , b u t j u x t a p o s e d , i n y e l l o w , t h e l e v e l o f 

t a x i n c r e a s e -- o r t a x e x e m p t i o n t h a t we've 

r e c e i v e d . 

O v e r t h e f i v e - y e a r p e r i o d , we s p e n t 

f o u r h u n d r e d t w e n t y - f o u r m i l l i o n i n community 

h e a l t h p u r p o s e s o r s o c i a l m i s s i o n . T h a t ' s more 

t h a n e i g h t t i m e s t h e t a x e x e m p t i o n t h a t we s e e . I f 

you add t h e p r e m ium t a x e s t o t h a t amount, we've 

s p e n t a l m o s t f o u r t e e n t i m e s t h e e x e m p t i o n t h a t 

we've r e c e i v e d . 

A l l o f t h i s has t a k e n p l a c e i n a 

m a r k e t where o u r c o m p e t i t o r s pay p r e m ium t a x e s , b u t 

t h e y ' r e n o t a s k e d t o s p e n d a s i n g l e d o l l a r t o 

s u p p o r t t h e s t a t e ' s Community H e a l t h R e i n v e s t m e n t 

a c t i v i t i e s . A l l o f t h i s h as a l s o t a k e n p l a c e as 

t h e e c o n o m i c c l i m a t e and b u s i n e s s c o n d i t i o n s i n o u r 

r e g i o n have a l t e r e d d r a m a t i c a l l y d u r i n g t h e most 

s e v e r e e c o n o m i c d e c l i n e s i n c e t h e G r e a t 
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D e p r e s s i o n . 

So as we l o o k a t t h e e x p i r a t i o n o f t h e 

a g r e e m e n t i n December, you c a n s ee t h e s i g n i f i c a n t 

i m p a c t t h e a g r e e m e n t has h a d upon o u r company, o u r 

b u s i n e s s , o u r c u s t o m e r s , and o u r e m p l o y e e s , and t h e 

u n s u s t a i n a b l e and i n e q u i t a b l e b u r d e n t h e a g r e e m e n t 

c r e a t e s on t h o s e e n t i t i e s . 

M o v i n g f o r w a r d , we r e c o g n i z e t h e 

i m m e d i a t e b u d g e t i m p l i c a t i o n s t h a t r e s u l t f r o m t h e 

e x p i r a t i o n o f t h e a g r e e m e n t i n t h e m i d d l e o f t h e 

commonwealth's 2010-2011 f i s c a l y e a r . W h i l e IBC 

f u l l y u n d e r s t a n d s t h e a d u l t B a s i c f u n d i n g i s s u e s 

c r e a t e d by t h e e x p i r a t i o n o f t h e a g r e e m e n t and 

s u p p o r t s t h e p u b l i c p o l i c y g o a l o f r e d u c i n g t h e 

u n i n s u r e d , n e i t h e r o f t h e s e i s s u e s were c r e a t e d by 

IBC o r t h e o t h e r B l u e p l a n s . 

F o r t h a t m a t t e r , as much as we m i g h t 

l i k e t o s o l v e t h e c h a l l e n g e s o f t h e u n i n s u r e d 

o u r s e l v e s , we c a n n o t s o l v e i t a l o n e . Any s o l u t i o n 

n e e d s t h e c o o r d i n a t e d s u p p o r t and p a r t i c i p a t i o n o f 

t h e f e d e r a l g o v e r n m e n t , t h e commonwealth, and a l l 

h e a l t h i n s u r e r s , h o s p i t a l s , h e a l t h c a r e p r o v i d e r s 

who do b u s i n e s s i n t h e c o m m o n w e a l t h . 

As you c o n s i d e r a l t e r n a t e s o l u t i o n s , 

I ' d l i ke t o h i g h l i g h t a c o u p l e o f p o i n t s t h a t 
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c o n t i n u e t o come up and w h i c h were a l l u d e d t o by 

t h e m a j o r i t y l e a d e r i n a p r e s s r e l e a s e t h a t he 

i s s u e d some d a y s a g o . 

I m e n t i o n e d we're n o t a c h a r i t y . 

I n d e p e n d e n c e B l u e C r o s s i s n o t a c h a r i t y . And as 

I' v e s a i d , we pay t a x e s . A l t h o u g h o u r c o r p o r a t e 

o p e r a t i o n i s a n o t - f o r - p r o f i t , we pay l o c a l , s t a t e , 

and f e d e r a l t a x e s , j u s t l i k e f o r - p r o f i t h e a l t h 

i n s u r e r s i n P e n n s y l v a n i a . I n f a c t , c o n g r e s s t o o k 

away t h e B l u e p l a n s ' f e d e r a l e x e m p t i o n s i n 1986. 

I n 2009, f o r e x a m p l e . I n d e p e n d e n c e 

B l u e C r o s s p a i d 93.9 m i l l i o n i n l o c a l , s t a t e , and 

f e d e r a l n o n p a y r o l l t a x e s , i n c l u d i n g t h e 52.1 

m i l l i o n i n P e n n s y l v a n i a p r e mium t a x e s . 

Whi l e we're n o t a c h a r i t y , we a r e 

c o m m i t t e d t o o u r s o c i a l m i s s i o n and s e r v e t h e n e e d s 

o f o u r c o m m u n i t y . We're c o m m i t t e d t o s u p p o r t i n g a t 

l e a s t t h i r t y - o n e n o n p r o f i t m e d i c a l c l i n i c s i n 

s o u t h e a s t e r n P e n n s y l v a n i a . We're c o m m i t t e d t o 

s u p p o r t i n g t h o u s a n d s o f s t u d e n t s who a r e s t r u g g l i n g 

t o pay n u r s i n g s c h o o l t u i t i o n , and we're 

p a r t i c u l a r l y c o m m i t t e d t o s u p p o r t i n g t h e n e e d s o f 

t h e u n i n s u r e d . And, you know, we d o n ' t i n t e n d t o 

b a c k away f r o m t h a t commitment b e y o n d t h e 

e x p i r a t i o n o f t h i s a g r e e m e n t . 
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I m i g h t a l s o s a y a b r i e f w o rd a b o u t 

o u r s u r p l u s . You know, we're r e q u i r e d t o m a i n t a i n 

a s u r p l u s by t h e I n s u r a n c e D e p a r t m e n t . A f t e r 

a b o u t -- a f t e r n e a r l y s e v e n t y - o n e y e a r s o f s e r v i c e 

t o o u r c u s t o m e r s , I n d e p e n d e n c e B l u e C r o s s ' s l e v e l 

o f s u r p l u s a p p r o a c h e d 1 .6 b i l l i o n d o l l a r s i n 20 0 9 . 

T h a t p l a c e s us s q u a r e l y w i t h i n t h e e f f i c i e n t 

s u r p l u s r a n g e d e f i n e d by t h e P e n n s y l v a n i a I n s u r a n c e 

D e p a r t m e n t g u i d e l i nes , and, f r a n k l y , w o u l d o n l y 

a l l o w us t o c o v e r r o u g h l y s i x t y d a y s o f c l a i m s . 

I n f a c t , I t h i n k a l l o f you know t h e 

P I D i s p r o p o s i n g t o f u r t h e r s t r e n g t h e n i t s 

o v e r s i g h t r e g a r d i n g s u r p l u s l e v e l s , t o make s u r e 

t h a t t h e i n s u r a n c e i n d u s t r y i n P e n n s y l v a n i a d oes 

n o t have t h e same t h i n l e v e l s o f c a p i t a l i z a t i o n 

t h a t l e d t o t h e d i s a s t e r s i n t h e f i n a n c i a l 

i n d u s t r y . 

U n f o r t u n a t e l y , we a r e n o t i n a 

p o s i t i o n t o e x t e n d t h e a g r e e m e n t f o r t h r e e y e a r s . 

I n an e f f o r t t o h e l p a d d r e s s t h e i m m e d i a t e b u d g e t 

i m p l i c a t i o n s t h a t r e s u l t f r o m t h e e x p i r a t i o n , I 

c o m m u n i c a t e d l a s t week t o t h e c h a i r m a n t h a t , u n d e r 

c e r t a i n c o n d i t i o n s , I n d e p e n d e n c e B l u e C r o s s w o u l d 

be w i l l i n g t o d i s c u s s a t e m p o r a r y , s i x - m o n t h 

e x t e n s i o n . T h i s e x t e n s i o n w o u l d i n c l u d e a l i m i t on 
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I B C ' s p a r t i c i p a t i o n t h a t i s e q u i v a l e n t o n l y t o o u r 

t a x e x e m p t i o n , u n l e s s t h e r e i s s i m i l a r 

p a r t i c i p a t i o n by a l l h e a l t h i n s u r e r s . 

We b e l i e v e , f u r t h e r , t h a t t h e 

commonwealth s h o u l d r e s t o r e t h e l e v e l o f a n n u a l 

s u p p o r t f o r a d u l t B a s i c f r o m t h e t o b a c c o s e t t l e m e n t 

f u n d a t l e a s t t o t h e s e v e n t y - f o u r m i l l i o n d o l l a r s 

s p e n t i n f i s c a l y e a r 200 5-2 006 . As you know, e a c h 

y e a r s i n c e t h e Community H e a l t h R e i n v e s t m e n t 

A g r e e m e n t was s i g n e d , t h e s t a t e h a s r e d u c e d d o l l a r s 

a l l o c a t e d f r o m t h e t o b a c c o s e t t l e m e n t f u n d . 

T h i s y e a r , i n t h e c u r r e n t f i s c a l y e a r , 

I t h i n k t h e f u n d i n g i s a t t h i r t y - e i g h t m i l l i o n 

d o l l a r s , and t h e g o v e r n o r p r o p o s e d t o f u r t h e r 

r e d u c e f u n d i n g f r o m t h e t o b a c c o s e t t l e m e n t f u n d t o 

f i f t e e n m i l l i o n d o l l a r s i n t h i s b u d g e t . 

So we b e l i e v e t h a t b e f o r e l o o k i n g t o 

o t h e r f u n d i n g s o u r c e s f o r a d u l t B a s i c , t h e s t a t e 

s h o u l d f i r s t u se t h e t o b a c c o s e t t l e m e n t f u n d , as 

t h e y were i n t e n d e d , f o r a d u l t B a s i c . 

C o n t r a d i c t o r y as i t may seem f o r a 

company t h a t ' s b e e n d e d i c a t e d f o r s e v e n t y - o n e y e a r s 

t o b u i l d t h e h e a l t h o f o u r community t h r o u g h o u r 

s o c i a l m i s s i o n , we must r e l u c t a n t l y s u g g e s t a l s o 

t h a t t h e commonwealth f r e e z e f u r t h e r e x p a n s i o n o f 
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t h e a d u l t B a s i c p r o g r a m , a t l e a s t u n t i l t h e f u n d i n g 

f o r t h i s i m p o r t a n t p r o g r a m has b e e n f u l l y a d d r e s s e d 

by t h e g e n e r a l a s s e m b l y . 

I t h i n k a l l o f you know t h a t t h e 

g o v e r n o r has p r o p o s e d i n t h i s y e a r ' s b u d g e t t o 

e x t e n d t h a t f u n d i n g f r o m f o r t y t h o u s a n d t o r o u g h l y 

f i f t y t h o u s a n d , a t a t i m e when t h e r e ' s g r e a t 

u n c e r t a i n t y a b o u t t h e f u n d i n g v i a b i l i t y o f t h i s 

p r o g r a m . 

A g a i n , I n d e p e n d e n c e B l u e C r o s s h a s 

w o r k e d h a r d t o be t h e company o f c h o i c e f o r 

m i l l i o n s o f c u s t o m e r s l i v i n g and w o r k i n g i n 

s o u t h e a s t e r n P e n n s y l v a n i a who n e e d h e a l t h c a r e 

c o v e r a g e . We l o o k f o r w a r d t o s e r v i n g t h e n e e d s o f 

our c ommunity l o n g i n t o t h e f u t u r e and p l e d g e t o 

work w i t h t h e g e n e r a l a s s e m b l y , t h e a d m i n i s t r a t i o n , 

and a l l s t a k e h o l d e r s t o d e v e l o p s o l u t i o n s t o t h e 

c h a l l e n g e s o f t h e u n i n s u r e d . 

However, i t i s u n r e a s o n a b l e t o e x p e c t 

t h a t an i s s u e o f t h i s m a g n i t u d e c a n be a d d r e s s e d 

s o l e l y by f u n d i n g f r o m c u s t o m e r s o f P e n n s y l v a n i a ' s 

f o u r B l u e C r o s s and B l u e S h i e l d p l a n s . I t c a n n o t . 

I f you c o d i f y t h i s a g r e e m e n t as 

p r o p o s e d , i t w i l l amount t o a t a x on o u r members, 

m a k i n g h e a l t h i n s u r a n c e l e s s a f f o r d a b l e f o r t h o s e 
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who p u r c h a s e o u r p l a n s . 

I n o u r v i e w , a d d r e s s i n g t h e p r o b l e m o f 

t h e u n i n s u r e d i s a P e n n s y l v a n i a p r o b l e m , n o t m e r e l y 

a B l u e p r o b l e m . A c c o r d i n g l y , we recommend a g a i n s t 

House B i l l 2 4 5 5 . 

I'm a l s o happy t o r e s p o n d t o any o f 

y o u r q u e s t i o n s . 

Thank y o u . 

CHAIRMAN DELUCA: Thank y o u , C h r i s . 

Thank a l l t h e p a n e l i s t s . 

F i r s t p e r s o n we a r e g o i n g t o have a sk 

q u e s t i o n s , R e p r e s e n t a t i v e S c h r o d e r . I w i l l f o r g o 

t h e q u e s t i o n s as t h e c h a i r m a n f i r s t . 

REPRESENTATI VE SCHRODER: 

M r . C h a i r m a n , t h a n k y o u . I w o u l d g l a d l y y i e l d , 

s e r i o u s l y . 

CHAIRMAN DELUCA: No. 

REPRESENTATI VE SCHRODER: Thank y o u . 

Goo d m o r n i n g , e v e r y o n e . 

F i r s t o f a l l , I want t o s a y , I t h i n k 

i t ' s u n f o r t u n a t e t h a t y o u h a d t o come i n h e r e 

t o d a y , y o u know, t o b a s i c a l l y d e f e n d y o u r company's 

h o n o r and p r a c t i c e s a g a i n s t what I t h i n k was a 

p r e t t y v i c i o u s p o l i t i c a l h i t j o b by t h e m a j o r i t y 

l e a d e r i n t h e p r e s s . And u n f o r t u n a t e l y , I t h i n k 
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t h a t ' s c a u s e d us t o g e t o f f t o a s t a r t where we 

have t o do more e d u c a t i o n a b o u t , you know, f a c t s 

and t a x e s t h a t a r e p a i d and o t h e r c ommitments t h a n 

a c t u a l l y , y o u know, d i s c u s s i n g how we c a n a c t u a l l y 

move f o r w a r d t o p r e s e r v e and s a v e t h e a d u l t B a s i c 

p r o g r a m . 

L e t me j u s t ask a few c l a r i f y i ng 

q u e s t i o n s . I t ' s b e e n s t a t e d t h a t t h e B l u e s a r e 

n o n p r o f i t s , y e t my u n d e r s t a n d i n g , and I t h i n k i t 

was m e n t i o n e d i n t h e t e s t i m o n y , i s t h a t l e g a l l y , 

B l u e s a r e n o t - f o r - p r o f i t h o s p i t a l p l a n s o r h o s p i t a l 

c o r p o r a t i o n s . They a r e a c t u a l l y e x e m p t e d , u n d e r 

t h e P u r e l y P u b l i c C h a r i t i e s A c t , i f I'm n o t 

m i s t a k e n . 

C o u l d someone t a k e some t i m e t o 

e x p l a i n , you know, what t h e d i f f e r e n c e b e t w e e n what 

t h e two r e a l l y a r e and how i t i m p a c t s t h i s 

d i s c u s s i o n ? 

MS. KOCKLER: T h i s i s g o i n g t o be 

weak, b u t I ' l l do what I c a n . 

Yes , we a r e n o t -- we a r e n o t 

c h a r i t i e s . We do pay t a x e s , and as C h r i s s a i d , 

we -- you know, o u r f e d e r a l t a x e x e m p t i o n was t a k e n 

away i n t h e 8 0 s, I b e l i e v e . We a r e n o t -- we a r e 

n o t -- I g u e s s when you l o o k a t u s , you c a n s a y --
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you know, t h i n k o f U n i t e d Way. We a r e n o t U n i t e d 

Way. Then, on t h e o t h e r end o f t h e s p e c t r u m , we're 

n o t a company t h a t h a s s h a r e h o l d e r s and s h a r e h o l d e r 

m e e t i n g s . We're i n t h e m i d d l e o f t h a t . 

We a r e n o t t o t a l l y t a x e x e m p t . We pay 

p a y r o l l t a x e s . We're l i k e any o t h e r b u s i n e s s i n 

t h o s e r e s p e c t s . The o n l y e x e m p t i o n we have i s f r o m 

s t a t e p r e m ium t a x on o u r f o r - p r o f i t b u s i n e s s -- on 

ou r n o t - f o r - p r o f i t b u s i n e s s . So t h o s e p r o d u c t s we 

m e n t i o n e d -- CHIP, a d u l t B a s i c , i n s u r e r - o f - l a s t -

r e s o r t p r o d u c t s -- i s where o u r t a x e x e m p t i o n 

l i e s . T h a t ' s i t . T h a t ' s t h e d i f f e r e n c e . 

And i f someone w a n t s t o e x p o u n d on 

t h a t 

MR. WARFEL: And I t h i n k K i m ' s done a 

f i n e j o b e x p l a i n i n g . 

One o t h e r p r a c t i c a l e x a m p l e o f o u r t a x 

e x e m p t i o n f o r someone l i k e H i g h m a r k , where most o f 

ou r b u s i n e s s s t i l l r e s t s i n t h e l a r g e n o t - f o r -

p r o f i t h o l d i n g company, i s t h e s t a t e s a l e s t a x . 

So, R e p r e s e n t a t i v e , we w o u l d n o t pay t h e s t a t e 

s a l e s t a x on t h a t b u s i n e s s and t r a n s a c t i o n s t h a t 

o c c u r i n s u p p o r t o f t h a t l a r g e n o t - f o r - p r o f i t 

h o l d i n g c o m p a n y - t y p e b u s i n e s s . 

So t h e s a l e s t a x we w o u l d be e x e m p t e d 
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f r o m . As Kim a l r e a d y n o t e d , we w o u l d n o t pay t h e 

premium t a x . H i g h m a r k w o u l d n o t pay t h e premium 

t a x on o u r n o t - f o r - p r o f i t , q u o t e , b u s i n e s s , i f y ou 

w i l l . 

And I t h i n k one o t h e r i m p o r t a n t p o i n t , 

I t h i n k a l l o f us a r e v o l u n t a r i l y p a y i n g l o c a l 

p r o p e r t y t a x e s . As t h e members know, where we h a v e 

ou r f a c i l i t i e s -- f o r H i g h m a r k , i t ' s s u b s t a n t i a l 

f a c i l i t i e s a c r o s s t h e commonwealth -- we 

v o l u n t a r i l y pay p r o p e r t y t a x e s . A l t h o u g h , as I 

u n d e r s t a n d t h e l a w -- I'm n o t an a t t o r n e y , none o f 

us a r e a t t o r n e y s -- we d o n ' t pay p r o p e r t y t a x e s , 

b u t we do t h a t v o l u n t a r i l y . We do pay -- we do pay 

t h a t , b u t we do t h a t v o l u n t a r i l y . 

REPRESENTATI VE SCHRODER: And t h e 

f o r - p r o f i t s u b s i d i a r y , as some o r a l l o f y ou m i g h t 

h a v e , you pay t h e b u s i n e s s t a x e s t o t h e s t a t e . 

MR. WARFEL: Premium t a x e s . 

REPRESENTATI VE SCHRODER: Now, i t ' s 

b e e n t a l k e d a b o u t a s i x - b i l l i o n - d o l l a r s u r p l u s . I 

t h i n k I h e a r d , p e r h a p s , M r . Cashman say t h a t t h a t 

r e p r e s e n t s j u s t u n d e r two months o f s u r p l u s . I s 

t h a t s i x - b i l l i o n - d o l l a r f i g u r e i n c l u s i v e o f a l l t h e 

B l u e s s i t t i n g t h e r e a t t h e t a b l e , as f a r as what 

t h e s u r p l u s o f r e s e r v e s ? 
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MR. BAKER: I'm n o t c e r t a i n who came 

up w i t h t h e number, b u t I c a n say we h a v e b e t w e e n 

two and a h a l f and t h r e e m o n t h s . 

REPRESENTATI VE SCHRODER: So two and a 

h a l f t o t h r e e m o n t h s . 

I s t h e r e an -- I g u e s s what g o e s t o my 

q u e s t i o n , i s t h e r e an i n d u s t r y s t a n d a r d o r a 

f e d e r a l o r s t a t e s t a n d a r d as t o how many d a y s w o r t h 

of s u r p l u s , how many d a y s w o r t h o f c l a i m s p a y m e n t s 

a company s h o u l d h a v e ? 

MR. BAKER: W e l l , we're r e q u i r e d t o 

meet t h e s t a n d a r d s s e t by B l u e C r o s s / B l u e S h i e l d 

A s s o c i a t i o n . We're a l s o r e q u i r e d t o meet t h e 

s t a n d a r d s s e t by t h e P e n n s y l v a n i a I n s u r a n c e 

D e p a r t m e n t , and t h i s body c o m m i s s i o n e d t h e L e w i n 

G r o u p t o do an a n a l y s i s some y e a r s b a c k t o f i n d o u t 

how t h a t f i t i n -- how we f i t i n t h a t , and t h e y 

f o u n d t h a t we were a l l i n t h e p r o p e r r a n g e f o r 

s u r p l u s , w h i c h you must m a i n t a i n . 

An e x t r e m e e x a m p l e of why w o u l d be i n 

t h e L o u i s i a n a B l u e C r o s s / B l u e S h i e l d p r o g r a m . When 

t h e y h a d H u r r i c a n e K a t r i n a , nobody was p a y i n g t h e i r 

b i l l s b u t t h e c l a i m s were s t i l l c o m i n g i n . And 

b e c a u s e o f t h e i r s u r p l u s , t h e y were a b l e t o meet 

a l l t h e i r o b l i g a t i o n s . H o p e f u l l y , w e ' l l n e v e r 
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e x p e r i e n c e t h a t t y p e o f e v e n t , b u t t h e r e a r e o t h e r 

e v e n t s t h a t c o u l d c a u s e p r o b l e m s . 

MR. CASHMAN: R e p r e s e n t a t i v e S c h r o d e r , 

w h i l e i t may n o t be e t c h e d i n s t o n e , I t h i n k , 

g e n e r a l l y s p e a k i n g , t h e i n d u s t r y s t a n d a r d i s t h a t a 

p l a n s h o u l d h a v e a minimum o f n i n e t y d a y s o r t h r e e 

m o n t h s . B u t , I t h i n k , y o u know, i t ' s f a i r t o s a y 

t h a t some e v e n -- some i n o u r i n s u r a n c e d e p a r t m e n t 

h a v e o p i n e d r e c e n t l y t h a t t h e r e ' s r e a l l y no amount 

of s u r p l u s t h a t ' s t o o much. And we t e n d t o a g r e e 

w i t h t h a t , a l t h o u g h , as I m e n t i o n e d , we m a i n t a i n 

o u r s u r p l u s t o be a b l e t o c o v e r r o u g h l y s i x t y o r a 

l i t t l e l e s s t h a n s i x t y d a y s , so i t ' s n o t -- we 

d o n ' t s t o c k p i l e i t . I t ' s -- i t ' s t h e r e t o c o v e r 

t h a t l e v e l o f c l a i m s . 

REPRESENTATIVE SCHRODER: I s t h e r e 

any -- f i n a l q u e s t i o n I h a v e , was t h e r e any 

e x p e c t a t i o n , e i t h e r e x p l i c i t l y s t a t e d i n t h e 

Community H e a l t h R e i n v e s t m e n t A g r e e m e n t o r p e r h a p s 

i m p l i e d d u r i n g t h e n e g o t i a t i o n s o f t h a t s i x y e a r s 

ago, w h e n e v e r i t t o o k p l a c e , t h a t t h e B l u e s w o u l d 

c o n t i n u e t o f u n d a d u l t B a s i c b e y o n d t h e s i x - y e a r 

t i m e l i n e f o r t h a t a g r e e m e n t ? L i k e I s a i d , e i t h e r 

e x p l i c i t l y o r i m p l i e d . 

MS. KOCKLER: I w o u l d s a y f o r u s , n o . 
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MR. CASHMAN: We a r e c e r t a i n l y n o t 

aware o f any n o t i o n t h a t we w o u l d go b e y o n d t h e s i x 

y e a r s . 

REPRESENTATI VE SCHRODER: Y e t , i f I 

u n d e r s t a n d , as I t h i n k I u n d e r s t a n d y o u r c o l l e c t i v e 

t e s t i m o n y , y o u ' r e w i l l i n g t o c o n t i n u e a commitment 

t o a d u l t B a s i c , b u t y ou j u s t f e e l t h a t y o u c a n n o t 

s h o u l d e r t h e e n t i r e b u r d e n . Does t h a t sum up s o r t 

of t h e c o l l e c t i v e mes s a g e? 

MR. WARFEL: I c a n o n l y s p e a k f o r 

H i g h m a r k . I t h i n k we d i d n o t s p e c i f i c a l l y a d d r e s s 

any k i n d o f e x t e n s i o n . I t h i n k my t e s t i m o n y was 

c l e a r , we a g r e e d t o a s i x - y e a r c o m mitment, and we 

w i l l h o n o r t h e commitment we made when we s i g n e d 

t h e a g r e e m e n t s i x y e a r s a g o . 

You've h e a r d o t h e r s h e r e s u g g e s t t h a t 

r e c o g n i z i n g t h e i n e l e g a n t p r o v i s i o n f o r a t i m e l i n e 

f o r t h e a g r e e m e n t d o e s n ' t r e a l l y m a t c h up w i t h t h e 

s t a t e f i s c a l y e a r , and, you know, t h i n k i n g b a c k t o 

when t h e a g r e e m e n t was n e g o t i a t e d , I d o n ' t t h i n k 

anyone r e a l l y t h o u g h t t h a t f a r ah e a d i n t e r m s o f 

t h a t w o u l d c r e a t e a c o n f l i c t i n t e r m s o f t h e 

s t a t e ' s f i s c a l y e a r b e g i n s J u l y 1 t o J u n e 30, and 

t h e a g r e e m e n t ' s b a s e d on a c a l e n d a r y e a r , and t h a t 

how t o r e c o n c i l e o u r c o n t r i b u t i o n s a n n u a l l y t o t h e 
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i n s u r a n c e d e p a r t m e n t . So i t ' s s o r t o f b a s e d on a 

c a l e n d a r y e a r . I t s o r t o f m a t c h e s . 

The way o u r f i s c a l y e a r , as p r i v a t e 

c o m p a n i e s w o r k s , we o p e r a t e on a c a l e n d a r y e a r 

f i s c a l y e a r , and t h e s t a t e , o f c o u r s e , d oes i t 

d i f f e r e n t l y . 

So, f r o m H i g h m a r k ' s p e r s p e c t i v e , I'm 

n o t g o i n g t o f o r e c l o s e t h e o p p o r t u n i t y t h a t a 

s i x - m o n t h e x t e n s i o n i s i m p o s s i b l e , b u t I t h i n k t h a t 

t h e r e n e e d s t o be a d e m o n s t r a t i o n by t h e 

l e g i s l a t u r e and a l l t h e s t a k e h o l d e r s t h a t t h i s , as 

C h r i s p u t , i s n o t j u s t a B l u e s s o l u t i o n b u t i s a 

commonwealth s o l u t i o n . 

And, you know, we c a n -- I mean, 

y o u ' v e h e a r d f r o m t h e c o l l e c t i v e w i t n e s s e s h e r e t h e 

k i n d o f t h o u g h t t h a t n e e d s t o go i n t o t h i s . Why 

a r e we m o v i n g l e s s and l e s s money f r o m t h e t o b a c c o 

s e t t l e m e n t , a p r o g r a m t h a t was d e s i g n e d t o s u p p o r t 

t h i s p r o g r a m ? You know, why a r e n ' t we l o o k i n g a t 

r e f o r m i n g b e n e f i t s ? I s t h e p r e mium of t h i r t y - f i v e 

t o t h i r t y - s i x d o l l a r s a month a d e q u a t e i n t o d a y ' s 

w o r l d ? Where c a n anyone buy a p o l i c y f o r t h i r t y -

f i v e , t h i r t y - s i x d o l l a r s a month? 

So I t h i n k , R e p r e s e n t a t i v e S c h r o d e r , 

t h a t ' s t h e k i n d o f c r e a t i v e t h o u g h t t h a t we may 
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n e e d t o go i n t o t h i s d e b a t e , n o t j u s t s i m p l y 

s a y i n g , B l u e s , t a g , y o u ' r e i t . And c o n t i n u e t h i s 

i n f i n i t u m . 

MS. KOCKLER: And i f I c o u l d j u s t add 

a l i t t l e b i t t o t h a t , and I w o u l d echo what my 

c o l l e a g u e s h a v e s a i d , b e f o r e we t a k e t h a t s t e p we 

a r e o n l y a s k i n g t h a t we do t h e homework. 

We d o n ' t r e a l l y u n d e r s t a n d , s i t t i n g 

h e r e t o d a y -- and i f somebody d o e s , I ' d l i k e t o 

h e a r i t -- we r e a l l y d o n ' t u n d e r s t a n d t h e b u d g e t 

number we're t r y i n g t o g e t t o e i t h e r w i t h t h i s 

p r o g r a m . We a r e n o t s u r e . We u n d e r s t a n d t h e r e was 

some s u r p l u s i n t h a t f u n d a t one t i m e . We're n o t 

s u r e where i t i s now. We d o n ' t r e a l l y know t h e 

r e a l number we're t r y i n g t o a c h i e v e . 

So w i t h o u t k n o w i n g t h e r e a l number 

we're t r y i n g t o a c h i e v e , and on t o p o f t h a t , 

p u t t i n g more and more p e o p l e i n t o t h e p r o g r a m a t 

t h i s p o i n t , a g a i n , I t h i n k t h a t i s a p r o b l e m as 

w e l l . Y o u ' r e c o n t i n u i n g t o p i l e p e o p l e i n t o a 

p r o g r a m t h a t i s on v e r y , v e r y s h a k y g r o u n d . U n t i l 

we know t h o s e t h i n g s , we're n o t r e a l l y w i l l i n g t o 

go t o t h e end game o f e x t e n s i o n s o r a n y t h i n g 

f u r t h e r a t t h i s p o i n t . 

MR. CASHMAN: And i f i t ' s -- i f i t ' s 
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okay w i t h t h e c o m m i t t e e , I j u s t want t o c l a r i f y 

t h a t what o u r p o s i t i o n a t I n d e p e n d e n c e B l u e C r o s s 

i s , i t ' s t h a t r e c o g n i z i n g t h e r e ' s t h i s d i s c r e p a n c y , 

t h i s s i x m o n t h s ' d i s c r e p a n c y , you know, we're 

w i l l i n g t o c o n t i n u e t o p a r t i c i p a t e t o t r y and h e l p 

t h e commonwealth a d d r e s s t h i s -- t h i s u n i q u e 

s i t u a t i o n . B u t we're o n l y w i l l i n g t o p a r t i c i p a t e 

up t o t h e v a l u e o f what o u r t a x e x t e n s i o n w o u l d be 

f o r t h a t p e r i o d o f t i m e . We're n o t s a y i n g we w i l l 

-- we w i l l e x t e n d t h e c u r r e n t a g r e e m e n t . I n f a c t , 

we a r e n o t p r e p a r e d t o e x t e n d t h e c u r r e n t 

a g r e e m e n t . B u t we a r e w i l l i n g t o t r y and h e l p t h e 

commonwealth b r i d g e w h a t e v e r gap e x i s t s f o r t h a t 

s i x - m o n t h p e r i o d . 

REPRESENTATI VE SCHRODER: I t h a n k you 

f o r y o u r comments. 

O b v i o u s l y , t h e r e a r e a l o t o f i s s u e s 

t h a t we h a v e t o l o o k a t . C e r t a i n l y want t o see 

t h o s e w i t h a d u l t B a s i c c o n t i n u e t o g e t t h e i n s u r a n c e 

t h a t t h e y n e e d . I d o n ' t t h i n k anyone w a n t s t o see 

them, you know, k i c k e d o f f o f t h e c o v e r a g e . So we 

o b v i o u s l y h a v e o u r work c u t o u t f o r u s , t r y i n g t o 

f i g u r e o u t how t o b a s i c a l l y e x t e n d t h e p r o g r a m p a s t 

t h e s i x - y e a r a g r e e m e n t t h a t was -- t h a t was e n t e r e d 

i n t o , and, h o p e f u l l y , w e ' l l be a b l e t o p r o c e e d 
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a l o n g w i t h d i s c u s s i o n s w i t h B l u e s c o m p a n i e s as w e l l 

as o t h e r s , t a k i n g a l o o k a t t o b a c c o f u n d i s s u e s and 

t h i n g s l i k e t h a t , t o d e t e r m i n e a d i r e c t i o n . 

Thank y o u . 

CHAIRMAN DELUCA: L e t me j u s t a s k t h e 

p a n e l h e r e . S i n c e i t i s g o i n g t o e x p i r e -- w e ' r e 

i n May a l r e a d y -- and i t ' s g o i n g t o e x p i r e on 

December 3 1 s t . Do y ou i n t e n d t o n o t i f y t h e 

i n d i v i d u a l s who y ou i n s u r e t h a t t h e y ' r e g o i n g t o be 

w i t h o u t c o v e r a g e end o f December 3 1 s t ? And i f you 

a r e , when a r e you g o i n g t o s e n d o u t t h e n o t i c e s ? 

Have y o u t h o u g h t o f i t ? 

MS. KOCKLER: I t h i n k t h a t w o u l d have 

t o be done i n c o n s u l t a t i o n w i t h t h e D e p a r t m e n t o f 

I n s u r a n c e , b e c a u s e -¬

CHAIRMAN DELUCA: Have y o u d i s c u s s e d 

h a v i n g t h e D e p a r t m e n t o f I n s u r a n c e t o s e n d o u t 

n o t i c e s ? 

MS. KOCKLER: No. 

CHAIRMAN DELUCA: Or j u s t s a y t o 

i n d i v i d u a l s , December 31 s t , g e t a s h o c k , b e c a u s e 

e v e r y b o d y d o e s n ' t r e a d t h e p a p e r , e v e r y b o d y d o e s n ' t 

g e t t h e I n t e r n e t . They g e t a s h o c k , t h e y h a v e no 

m o r e i n s u r a n c e . 

I s t h a t p a r t -- have you -- a r e you 
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g o i n g t o d i s c u s s w i t h t h e a d m i n i s t r a t i o n ? So who's 

w o r k i n g t h i s o u t , t o n o t i f y t h e s e i n d i v i d u a l s t h a t 

t h e y ' r e n o t g o i n g t o have i n s u r a n c e ? You have 

f o r t y t h o u s a n d p l u s t h a t s h o u l d be w a r n e d t h a t 

t h e y ' r e n o t g o i n g t o have i n s u r a n c e December 3 1 s t . 

W o u l d n ' t t h a t be f a i r t o n o t i f y them a h e a d o f t i m e , 

n o t t o t h e l a s t m o n t h ? 

MS. KOCKLER: T h e r e i s -- I b e l i e v e 

t h e r e i s a r e q u i r e m e n t t h a t we have t o do t h a t -¬

CHAIRMAN DELUCA: I s t h e r e a 

r e q u i r e m e n t 

MS. KOCKLER: -- i n a t i m e c e r t a i n . 

CHAIRMAN DELUCA: What i s t h e t i m e 

c e r t a i n ? 

MS. KOCKLER: I t h i n k t h e r e ' s a t h i r t y 

o r -- I t h i n k i t ' s a t h i r t y - d a y n o t i f i c a t i o n t h a t 

t h a t w o u l d h a p p e n . B u t , C h a i r m a n , we r e a l l y hope 

we d o n ' t g e t t o t h a t p o i n t . 

CHAIRMAN DELUCA: We h o p e , t o o , b u t I 

j u s t want t o know. You know, t h i r t y d a y s d o e s n ' t 

seem p r e t t y f a i r t o me f o r somebody t o go o u t t h e r e 

and t r y t o f i n d some h e a l t h c a r e i n s u r a n c e . They 

can ' t f i n d i t . 

And I t h i n k , i f t h a t ' s t h e t h i r t y 

d a y s , I w o u l d hope t h a t t h i s p a n e l w o u l d -- and I 
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w i l l t a l k t o t h e a d m i n i s t r a t i o n , t o o , b e c a u s e I 

d o n ' t t h i n k t h i r t y d a y s i s e n o u g h , i f we c a n ' t come 

up w i t h some t y p e o f a g r e e m e n t . 

And l e t me j u s t s a y t h i s . T h i s i s a 

s t a r t i n g p o i n t . You know, you g o t t o g i v e t h e 

m a j o r i t y l e a d e r c r e d i t f o r h i s s t a r t i n g t h e 

p r o c e s s , b e c a u s e , l e t ' s f a c e i t , t h e r e ' s g o i n g t o 

be a new g o v e r n o r n e x t y e a r and p o s s i b l y who knows 

what e l s e . And t h a t g o v e r n o r ' s g o i n g t o f a c e a 

b u d g e t d e f i c i t , p e n s i o n c r i s i s , and o t h e r t h i n g s . 

A n d , s u r e , i f y ou want t o p l a y 

p o l i t i c s , we c e r t a i n l y w o u l d s a y , W e l l , l e t ' s l e a v e 

t h i s up t o t h e n e x t g o v e r n o r , and l e t h i m t h r o w o u t 

f o r t y t o f i f t y t h o u s a n d i n d i v i d u a l s on t h e s t r e e t . 

B u t t h a t ' s n o t what we a r e s i t t i n g up h e r e f o r . 

We're s i t t i n g up h e r e t o be r e s p o n s i b l e 

l e g i s l a t o r s . 

I f we want t o p l a y p o l i t i c s , we 

c e r t a i n l y c o u l d do t h a t and s a y , H e y , l e t ' s l e a v e 

i t t o t h e n e x t g o v e r n o r . Maybe -- f r o m a l l t h e 

t h i n g s t h a t we h e a r , maybe t h e n e x t g o v e r n o r comes 

i n and h e ' s h e r e e i g h t y e a r s , t h i n g s t u r n , and 

maybe i t w o u l d be b e n e f i c i a l . B u t t h a t ' s n o t what 

p e o p l e s e n t us t o d o , so we g o t t o g e t -- we n e e d 

t o s t a r t t h i s p r o c e s s . And t h a t ' s why -- t h a t ' s 
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t h e s t a r t . 

The m a j o r i t y l e a d e r ' s b i l l i s a 

s t a r t . I t ' s n o t c u r r e n t -- and maybe i t i s a l l b u t 

t r y i n g t o work i n g o o d f a i t h . I commend e v e r y one 

o f you f o r w o r k i n g i n g o o d f a i t h . B u t we do have 

t o come up w i t h a s o l u t i o n . 

And I w o u l d p e r s o n a l l y t a l k t o t h e 

a d m i n i s t r a t i o n t o f i n d o u t . T h i r t y d a y s i s 

c e r t a i n l y n o t a c c e p t a b l e , and we have t o g i v e them 

enough t i m e t o l e t them know t h a t t h e s e i n d i v i d u a l s 

a r e g o i n g t o be w i t h o u t h e a l t h c a r e . 

And s o , h o p e f u l l y , you w i l l be w o r k i n g 

w i t h t h e a d m i n i s t r a t i o n , t o o , on t h a t i s s u e . 

R e p r e s e n t a t i v e M i c o z z i e . 

REPRESENTATI VE MICOZZIE: Thank y o u . 

Y e s , on t h e i s s u e o f s u r p l u s e s , what 

seems t o be -- has gone b a c k and f o r t h w i t h t h e 

a d m i n i s t r a t i o n and t h e B l u e s . You a l l u d e d t o 

t h e -- t h e r e ' s a q u e s t i o n w h e t h e r i t ' s n i n e t y d a y s 

o r w h a t e v e r as f a r as how much s u r p l u s you h a v e . 

E v i d e n t l y , t h e a d m i n i s t r a t i o n has a d i f f e r e n t 

o p i n i o n , b e c a u s e t h e y seem t o -- i n a c r i s i s , t h e y 

go a f t e r y o u r s u r p l u s . 

No w , e x p l a i n t o me - - e x p l a i n t o me 

what i s y o u r p o l i c y as f a r as s u r p l u s . What g o e s 
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i n t o t h e s u r p l u s ? S u r p l us means e x t r a money. What 

i s t h a t e x t r a money? 

MR. WARFEL: W e l l , i n s i m p l e s t t e r m s , 

C h a i r m a n M i c o z z i e , s u r p l u s i s b a s i c a l l y moneys t h a t 

a r e s e t a s i d e t o pay f u t u r e c l a i m s . And s o , as 

C h r i s d e s c r i b e d e a r l i e r i n r e s p o n s e t o a q u e s t i o n , 

I t h i n k g e n e r a l l y , and t h i s i s H i g h m a r k , we t r y t o 

m a i n t a i n a b o u t n i n e t y d a y s o f p a y m e n t s t h a t w o u l d 

be u s e d t o pay f u t u r e c l a i m s . 

Now, i t ' s f u r t h e r m o n i t o r e d by t h e 

i n s u r a n c e d e p a r t m e n t w i t h t h e r i s k - b a s e d c a p i t a l . 

The c o m m i s s i o n e r i s up h e r e n e x t , who c a n f a r more 

e l o q u e n t l y d e s c r i b e t h e r i s k - b a s e d c a p i t a l 

m o n i t o r i n g p r o c e s s . B u t , e s s e n t i a l l y , t h e s u r p l u s 

i s u s e d t o pay f u t u r e c l a i m s . 

The c h a l l e n g e f o r you a l l i n t h e 

l e g i s l a t u r e and f o r t h e e x e c u t i v e b r a n c h i n v e s t e d 

i n t h e c o m m i s s i o n e r i s t o b a l a n c e how much r e s e r v e s 

a r e r e a l l y r e q u i r e d t o pay f u t u r e c l a i m s . And i f 

t h o s e r e s e r v e s g e t t o o h i g h , do you r e a l l y owe y o u r 

c u s t o m e r s a r e f u n d ? 

To b r i n g t h a t t o f o c u s , t h e f e d e r a l 

h e a l t h c a r e r e f o r m l a w t h a t was j u s t s i g n e d i n t o 

l a w l a s t month, b e g i n n i n g n e x t y e a r , i n s u r a n c e 

c o m p a n i e s a r e g o i n g t o have t o p u b l i c l y d i s c l o s e 
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how much t h e y ' r e a c t u a l l y s p e n d i n g on m e d i c a l c a r e 

and how much t h e y s p e n d on a d m i n i s t r a t i o n . So i t ' s 

c a l l m e d i c a l l o s s r a t i o . 

So t h e r e w i l l be -- t h e r e w i l l be more 

t r a n s p a r e n c y , and t h e r e w i l l be more o p e n n e s s i n 

t e r m s o f how t h o s e numbers work, M r . C h a i r m a n . And 

so, I t h i n k t h a t w i l l p r o b a b l y s e t t l e i t s e l f o u t , 

b e c a u s e t h e g e n e r a l p u b l i c ' s g o i n g t o know and 

e m p l o y e r s a r e g o i n g t o know j u s t e x a c t l y what y o u r 

m e d i c a l l o s s r a t i o i s . 

And t h e l a w s a y s t h a t i f m e d i c a l l o s s 

r a t i o l e v e l s a r e n ' t met, a c e r t a i n l e v e l , o r i f 

t h e y ' r e e x c e e d e d , t h e n t h e r e w i l l be r e f u n d s due t o 

t h e c u s t o m e r s . None o f us know how t h o s e r e f u n d s 

w i l l work and i f t h o s e r e f u n d come b a c k t o t h e 

e m p l o y e e s i n t e r m s o f a d i v i d e n d r e t u r n , i f you 

w i l l . A r e t h o s e -- do t h e y come b a c k t o e m p l o y e r s , 

i n t e r m s o f a premium r e d u c t i o n ? T h a t a l l h a s t o 

be d e f i n e d . 

As Kim s a i d , t h e r e w i l l be t h o u s a n d s 

o f p a g e s o f r e g u l a t i o n s t o d e a l w i t h a l l t h i s . 

B u t d oes t h a t h e l p y o u ? 

REPRESENTATI VE MICOZZIE: T h a t h e l p s 

me. I u n d e r s t a n d t h a t p o i n t . 

B u t w h a t ' s t h e d i s a g r e e m e n t w i t h t h e 
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a d m i n i s t r a t i o n and t h e B l u e s as f a r as what t h e y 

c o n s i d e r t o o much s u r p l u s and you c o n s i d e r i t ' s n o t 

enough ? 

MR. WARFEL: I t h i n k a t t h i s p o i n t , 

I'm n o t s u g g e s t i n g , a t l e a s t f r o m my p e r s p e c t i v e , 

t h e r e ' s a d i s a g r e e m e n t w i t h t h e i n s u r a n c e 

commis s i o n e r and h i s s t a f f as t o what o u r s u r p l u s 

i s o r s h o u l d b e . We a r e o p e r a t i n g w i t h i n a l i m i t 

o r a r a n g e t h a t was e s t a b l i s h e d some y e a r s b a c k . 

So, M r . C h a i r m a n , I d o n ' t know t h a t --

REPRESENTATI VE MICOZZIE: What 

h a p p e n e d l a s t y e a r o r t h e y e a r b e f o r e when t h e y 

went a f t e r y o u r s u r p l u s ? 

MR. WARFEL: When t h a t -- when t h a t -¬

o f c o u r s e , t h a t was some s i x o r s e v e n y e a r s ago 

t h a t t h a t --

REPRESENTATI VE MICOZZIE: Time f l i e s . 

MR. WARFEL: I t d o e s . And how t h a t 

was r e s o l v e d , M r . C h a i r m a n , was t h a t t h e 

c o m m i s s i o n e r e s t a b l i s h e d a r i s k - b a s e d c a p i t a l 

m o n i t o r i n g s y s t e m t h a t r e a l l y was recommended and 

f o r m e d by t h e N a t i o n a l A s s o c i a t i o n o f I n s u r a n c e 

C o m m i s s i o n e r s . And you a l l p a s s e d l e g i s l a t i o n t h a t 

a c t u a l l y gave h i m t h e t o o l s t o do t h a t f i n a n c i a l 

s o l v e n c y m o n i t o r i n g . 
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So I s u g g e s t t o y o u , r e s p e c t f u l l y , 

I -- f r o m my p e r s p e c t i v e , I d o n ' t know t h a t t h e r e ' s 

a d i s a g r e e m e n t b e t w e e n H i g h m a r k and t h e 

c o m m i s s i o n e r w i t h s u r p l u s . 

MR. BAKER: The s u r p l u s a l s o s e r v e s 

o t h e r f u n c t i o n s . F o r e x a m p l e , we want t o p u t a new 

c o m p u t e r s y s t e m i n t o make us more e f f i c i e n t , 

b e c a u s e one o f o u r g o a l s , o f c o u r s e , i s t o g e t 

p h y s i c i a n s and h o s p i t a l s p a i d on t i m e , t h a t h a s t o 

come o u t o f t h a t money t h e r e . I f we -- i f we w o u l d 

n e e d t o b u i l d a new b u i l d i n g , i t has t o come o u t o f 

t h a t money t h e r e . 

A g a i n , we c a n ' t f l o a t s t o c k , b e c a u s e 

we d o n ' t h a v e s t o c k . So i t s e r v e s a l o t -- i f we 

m i s j udge, i f o u r a c t u a r i e s make an e r r o r and a l l o f 

a s u d d e n we l o s e money where we t h o u g h t we were 

g o i n g t o make i t . T h a t ' s g o t t o come o u t o f 

t h e r e . 

So, you know, i t s e r v e s a l o t o f 

p u r p o s e s and n o t j u s t and n o t j u s t t o i n c a s e 

o f a s e v e r e i n c i d e n t ? 

CHAIRMAN DELUCA: R e p r e s e n t a t i v e 

S h a p i r o . 

REPRESENTATIVE SHAPIRO: Thank y o u , 

Mr. C h a i r m a n . 
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K i m , you had t e s t i f i e d e a r l i e r a b o u t 

t h e o u t d a t e d m o d e l , I t h i n k i s what you r e f e r r e d t o 

a d u l t B a s i c a s . I n some o f t h e o t h e r t e s t i m o n y 

t o d a y , o b v i o u s l y we h e a r d a b o u t c o n c e r n s f r o m 

a c r o s s t h e p a n e l a b o u t c o n t i n u i n g on w i t h t h e 

a p p r o a c h t h a t ' s i n t h e h o u s e b i l l t h a t t h e l e a d e r 

p u t b e f o r e u s . 

P u t t i n g a s i d e how i t i s f u n d e d and f o r 

how l o n g i t i s f u n d e d , p u t t i n g a s i d e t h a t f o r a 

moment, I g u e s s my q u e s t i o n i s , s o r t o f t o u c h i n g on 

y o u r o u t d a t e d m odel p o i n t o f v i e w , i s t h i s e v e n t h e 

r i g h t way f o r us t o go a b o u t h e l p i n g t h o s e who n e e d 

a h e l p i n g h a n d f r o m t h e g o v e r n m e n t t o p u r c h a s e 

h e a l t h i n s u r a n c e , i n t h e s e n s e t h a t a r e we 

m a x i m i z i n g t h e d o l l a r s , w h e t h e r i t ' s y o u r d o l l a r s 

o r someone e l s e ' s , u t i l i z i n g t h i s m o d e l ? I s t h e r e 

a d i f f e r e n t model t h a t y o u ' d s u g g e s t a p p r o a c h i n g ? 

I d o n ' t want t o come a t t h i s p r o b l e m 

f r o m a s t a n d p o i n t o f , where do we f i n d f u n d i n g , i f 

t h e f o u n d a t i o n upon w h i c h w e ' r e d o i n g t h i s i s 

f l a w e d . And my s e n s e f r o m t h e comment t h a t you 

made was, t h a t w a s n ' t a t h r o w - a w a y l i n e . You t r u l y 

meant t h a t , and i t i s f l a w e d . 

So maybe you c o u l d d i v e a l i t t l e 

d e e p e r i n t o t h a t and t a l k a b o u t t h a t and maybe t h i s 
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c o m m i t t e e c a n a d d r e s s t h a t g o i n g f o r w a r d . 

MS. KOCKLER: S u r e . I ' d be happy t o . 

What we mean by t h a t i s , and t h e v e r y 

name o f t h e p r o g r a m a d u l t B a s i c , t h e b e n e f i t p a c k a g e 

i s n o t b a s i c ; i t ' s q u i t e g o o d . I t ' s -- when you 

compare t o what we h a v e i n -- we s e l l t o c o m m e r c i a l 

c u s t o m e r s t o d a y , i t ' s a good b e n e f i t p a c k a g e . I t ' s 

v e r y r i c h , i n a s e n s e . 

T h e r e i s -- u n t i l M a r c h 1 s t o f t h i s 

y e a r , t h e r e was no c o s t s h a r i n g i n t h i s p r o g r a m , 

o t h e r t h a n y o u r t h i r t y - f i v e , t h i r t y - s i x d o l l a r s you 

p a i d . You p a i d no c o - p a y s . You d i d n ' t -- you 

d i d n ' t c o s t s h a r e as much as c o m m e r c i a l --

w h o e v e r ' s i n s u r a n c e you h a v e , w h a t e v e r company you 

h a v e , you h a v e c o s t s , s h a r i n g . You h a v e t i e r e d 

p h armacy b e n e f i t s , d i f f e r e n t c o s t s h a r i n g . T h e r e 

was none o f t h a t . 

So t h e r e a r e ways, I t h i nk, we c a n 

a p p l y what we've l e a r n e d c o m m e r c i a l l y t o t h i s 

p r o g r a m , as w e l l a s , you know, I t h i n k we do n e e d 

t o s c a l e i t down, s c a l e i t b a c k , and s t o p p u t t i n g a 

l o t more p e o p l e i n and r e l e a s i n g , you know, 

t h o u s a n d s o f p e o p l e o f f w a i t i n g l i s t s a t t h i s 

p o i n t , b e c a u s e o f t h e u n s u r i t y . 

I ' d l i k e r e a l l y t o g e t a h a n d l e a r o u n d 
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t h e m o d e l i n g , t h e o p t i o n s f o r maybe s l i d i n g s c a l e 

p remiums, maybe t h i r t y - s i x and a f i f t y and -- I 

mean, t h e r e a r e a l o t o f o p t i o n s you c a n t a l k a b o u t 

t o make t h e model work b e t t e r . 

B u t , a g a i n , y o u ' r e l o o k i n g a t -- what 

we're l o o k i n g a t t o d a y i s , you know, we n e e d t o 

f u n d i t . B u t y o u ' r e a b s o l u t e l y c o r r e c t , we r e a l l y 

f e e l , i f you l o o k e d a t t h e p a r a m e t e r s o f t h e 

p r o g r a m i t s e l f and how i t was f o r m u l a t e d and how i t 

r u n s , maybe t h e r e i s some room t h e r e t o make t h i s 

more e f f i c i e n t . 

REPRESENTATI VE SHAPIRO: A r e t h e r e any 

o t h e r t h o u g h t s f r o m any o f t h e p a n e l i s t s on t h a t ? 

MR. WARFEL: I w o u l d j u s t add, 

R e p r e s e n t a t i v e S h a p i r o , I know t h a t on t h e s e n a t e 

s i d e o f t h e b u i l d i n g , t h e r e -- I t h i n k j u s t 

y e s t e r d a y a h i g h - r i s k p o o l b i l l was p a s s e d and i t ' s 

c o m i n g t o y o u r c o m m i t t e e . 

REPRESENTATI VE SHAPIRO: 

R e p r e s e n t a t i v e K o t i k i s d o i n g t h a t h e r e i n t h e 

h o u s e . 

MR. WARFEL: Y e s . And so -- and so a 

s t a t e - b a s e d , h i g h - r i s k p o o l p o t e n t i a l l y i s a 

s o l u t i o n t h a t you s h o u l d c o n s i d e r . 

A n o t h e r s o l u t i o n i s a t e m p o r a r y h i g h -
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r i s k p o o l t h a t t h e f e d e r a l g o v e r n m e n t i s b r i n g i n g 

t o t h e s t a t e as an o p t i o n , a l o n g w i t h f e d e r a l 

h e a l t h c a r e r e f o r m , w h i c h has p r o v i d e d t h e 

commonwealth a h u n d r e d s i x t y m i l l i o n d o l l a r s , we 

u n d e r s t a n d , u n t i l 2014. 

And you may a c t u a l l y t h i n k o u t s i d e t h e 

box and t h i n k t h a t t h e c u r r e n t a d u l t B a s i c h e a l t h 

i n s u r a n c e model t h a t y o u ' r e o f f e r i n g maybe s h o u l d 

be c h a n g e d . Maybe we n e e d t o t h i n k a b o u t a 

c a t a s t r o p h i c h o s p i t a l p l a n , o r -- I mean I 

a p p r e c i a t e -- i f y o u ' r e q u e s t i o n i s , y o u ' r e n o t 

n e c e s s a r i l y c o m m i t t e d t o t h e c u r r e n t b e n e f i t d e s i g n 

and p e r h a p s we s h o u l d l o o k a t some o t h e r i d e a s , 

t h e n , y e a h , I t h i n k t h a t ' s c e r t a i n l y w o r t h a l o o k . 

REPRESENTATI VE SHAPIRO: L e t me be 

c l e a r , C h r i s . I'm s o r r y t o c u t you o f f . B u t l e t 

me j u s t be c l e a r . I'm n o t s a y i n g I'm n o t c o m m i t t e d 

t o t h e c u r r e n t p r o g r a m . What I 'm s a y i n g i s , i f 

t h e r e ' s a f i n i t e amount o f d o l l a r s o u t t h e r e , 

t h a t ' s e s s e n t i a l l y what y o u ' r e s a y i n g , t h e r e ' s a 

f i n i t e amount o f d o l l a r s , and, you know, we d o n ' t 

want t o be on t h e hook f o r a l l o f i t , t h e way t h a t 

t h i s l e g i s l a t i o n s u g g e s t s . 

What I 'm w o n d e r i n g i s i f we c a n g e t 

w h a t e v e r d o l l a r y o u ' r e p u t t i n g i n t o t h e s y s t e m t o 
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be m a x i m i z e d and be more e f f i c i e n t a t i t . T h a t 

s o u n d s l i k e S c o t t B o y d , b u t -- my f r i e n d , S c o t t 

B o y d . B u t I g u e s s , as we a r e l o o k i n g a t t h e 

f u n d i n g m e c hanism, what I ' d l i k e t o h e a r more f r o m 

you a b o u t t o d a y and g o i n g on i s , you know, how c a n 

we o r what w o u l d you s u g g e s t we do t o t h e 

u n d e r l y i n g p a r a m e t e r s o f t h e p r o g r a m t o make i t 

more e f f i c i e n t , t o make t h o s e d o l l a r s go f u r t h e r ? 

So I d o n ' t want a n y b o d y t o t h i n k t h a t 

I'm w a l k i n g away f r o m t h e a d u l t B a s i c , I 'm c e r t a i n l y 

n o t , b u t I j u s t want t o make s u r e t h e p r o g r a m ' s as 

e f f i c i e n t as i t c a n b e . 

C h r i s , I'm s o r r y . I may h a v e c u t you 

o f f . 

MR. CASHMAN: W e l l , R e p r e s e n t a t i v e 

S h a p i r o , a l l I w o u l d sa y i s -- y o u r q u e s t i o n i s 

r e a l l y t h e i m p o r t a n t q u e s t i o n . I mean, as -- as we 

s i t h e r e t o d a y t r y i n g t o s o l v e a f u n d i n g i s s u e , 

u n f o r t u n a t e l y , we've n o t c h a l l e n g e d o u r s e l v e s , I 

g u e s s , t o f o c u s on t h e b r o a d e r q u e s t i o n o f w h a t ' s 

t h e " i t " ? How do you d e f i n e t h e " i t " t h a t we're 

t r y i n g t o c h a l l e n g e ? 

And as we s i t h e r e t o d a y w i t h t h i s 

d i s c u s s i o n and w i t h t h e d i s c u s s i o n o c c u r r i n g on t h e 

o t h e r s i d e o f t h e chamber a b o u t h i g h - r i s k p o o l s and 
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as we s i t h e r e and t h i n k o f t h e f u t u r e and l o o k 

i n t o t h e f u t u r e and see f e d e r a l h e a l t h c a r e r e f o r m 

come, I t h i n k i t i s t h e t i m e . 

I t p r e s e n t s us w i t h an o p p o r t u n i t y t o 

t h i n k a b o u t , you know, w h e t h e r t h e p a c k a g e , w h e t h e r 

t h e a d u l t B a s i c p r o g r a m t h a t we a l l p r o u d l y 

s u p p o r t e d o v e r t h e l a s t f i v e , s i x , s e v e n y e a r s , 

e v e n b e f o r e t h i s a g r e e m e n t , and w i l l s u p p o r t i n t h e 

f u t u r e t o some e x t e n t , w h e t h e r i t ' s r e a l l y t h e 

r i g h t p r o g r a m f o r -- f o r t h o s e who n e e d i t t h e 

mos t . 

And we're w i l l i n g , o b v i o u s l y , t o 

c o n t i n u e , as we a l w a y s a r e and I t h i n k a l l o f us 

a r e , t o h e l p t h e g e n e r a l a s s e m b l y and 

a d m i n i s t r a t i o n t h i n k a b o u t ways t o a d d r e s s t h i s 

i s s u e . 

B u t I t h i n k i f we h a v e a message h e r e 

t o d a y , t h e r e ' s r e a l l y n o t h i n g t h a t s e p a r a t e s us any 

l o n g e r f r o m o u r f o r - p r o f i t b r o t h e r s and s i s t e r s . 

They s h o u l d be a t t h e t a b l e , t o o , h e l p i n g t o -¬

h e l p i n g t o s o l v e t h i s c h a l l e n g e t h a t we h a v e a l l . 

REPRESENTATIVE SHAPIRO: I a g r e e w i t h 

t h a t . 

J u s t one f i n a l q u e s t i o n , i f I c o u l d 

a s k , M r . C h a i r m a n . You and M i k e had e a c h t a l k e d 
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a b o u t t h e h i g h - r i s k p o o l maybe b e i n g an a venue 

h e r e . I mean, my u n d e r s t a n d i n g -- I may h a v e t h i s 

w r o n g , I d o n ' t t h i n k I do -- i s t h a t you h a v e t o be 

u n i n s u r e d t o g e t i n t o t h a t h i g h - r i s k p o o l . How 

w o u l d you p r o p o s e we, you k n o w , meet t h a t gap 

t h e r e ? 

MR. WARFEL: Y e a h , I t h i n k -- l e t me 

be c l e a r , R e p r e s e n t a t i v e . When I u s e t h e t e r m 

" h i g h - r i s k p o o l , " t h e r e a r e two t y p e s o f r i s k 

p o o l s . T h e r e a r e s t a t e - b a s e d r i s k p o o l s t h a t h a v e 

been i n p l a c e i n many s t a t e s , w e l l o v e r t h i r t y , I 

t h i n k , f o r y e a r s . T h a t ' s c e r t a i n l y an a p p r o a c h 

t h a t you a l l c a n t a k e , as you l o o k t o f i n d ways t o 

p r o v i d e b e n e f i t s b e t w e e n now and 201 4, when t h e s e 

h e a l t h - b a s e d e x c h a n g e s come i n t o v o g u e w i t h t h e 

h e a l t h c a r e r e f o r m b i l l . 

U n d e r t h e t e m p o r a r y f e d e r a l h i g h - r i s k 

p o o l , i t s p e c i f i c a l l y s a y s i n t h e l a w t h a t you must 

go t h e r e f o r s i x months b e f o r e you a r e e l i g i b l e f o r 

t h e b e n e f i t s . C r e a t e s a n o t h e r c h a l l e n g e . 

B u t you r e a l l y , I t h i n k , r e s p e c t f u l l y , 

n e e d t o t h i n k a b o u t , t h e r e a r e two h i g h - r i s k p o o l 

c o n c e p t s on t h e t a b l e h e r e . T h e r e a r e s t a t e - b a s e d 

r i s k p o o l s , w h i c h w i l l h a v e t h e i r own f u n d i n g 

c h a l l e n g e s , where t o f i n d t h e money t o f u n d i t . 
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And t h e n t h e r e ' s a t e m p o r a r y h i g h - r i s k p o o l . 

And t h e n t h e r e a l r h e t o r i c a l q u e s t i o n 

i s , what h a p p e n s t o t h e h i g h - r i s k p o o l s come 20 1 4? 

Do you s t i l l m a i n t a i n a s t a t e - b a s e d r i s k p o o l o r 

n o t ? I mean, t h e s e a r e -- we d o n ' t h a v e a n s w e r s t o 

t h o s e q u e s t i o n s . 

REPRESENTATI VE SHAPIRO: H o p e f u l l y , 

w i t h t h e e x p a n d e d M e d i c a i d , t h a t w o u l d a d d r e s s 

t h a t . 

MR. CASHMAN: The o n l y t h i n g I w o u l d 

add -- and I know we want t o move on h e r e -- i s 

t h a t u n d e r t h e f e d e r a l h i g h - r i s k p o o l , i n a d d i t i o n 

t o b e i n g u n i n s u r e d , you h a v e t o h a v e a p r e e x i s t i n g 

c o n d i t i o n . A n d , you k n o w , I t h i n k some o f us 

b e l i e v e t h a t t h e a d u l t B a s i c w a i t i n g l i s t p r o v i d e s 

f e r t i l e g r o u n d f o r i d e n t i f y i n g p e o p l e t h a t w o u l d 

q u a l i f y f o r b o t h o f t h o s e -- b o t h o f t h o s e 

c r i t e r i a . 

REPRESENTATI VE SHAPIRO: Thank y o u . 

Thank y o u , M r . C h a i r m a n . 

CHAIRMAN DELUCA: Y o u ' r e welcome. 

R e p r e s e n t a t i v e K i l l i o n . 

REPRESENTATI VE K I L L I O N : Thank y o u , 

M r . C h a i r m a n . And I w i l l be b r i e f . 

F i r s t want t o t h a n k you f o r y o u r 
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t e s t i m o n y . As y o u w a l k t h e h a l l s , and we're a l l 

w o r r i e d a b o u t n o t p u t t i n g f o r t y t h o u s a n d p e o p l e o f f 

t h e a d u l t B a s i c , y o u guys h a v e become an e a s y 

t a r g e t . You h e a r d t h e m a j o r i t y s p e a k e r make a 

p o i n t , you have a s i x - b i l l i o n - d o l l a r s u r p l u s . 

I n t e s t i m o n y b e f o r e t h e A p p r o p r i a t i o n s 

C o m m i t t e e , i n s u r a n c e c o m m i s s i o n e r came o u t t h a t you 

d i d n ' t pay t a x e s . I want t o t h a n k you f o r 

d i s p e l l i n g t h o s e m y t h s . 

I'm w o r r i e d a b o u t j o b s , l i k e 

R e p r e s e n t a t i v e M i c o z z i e . The B l u e s l a s t y e a r , I BC 

l o s t s e v e n t y - n i n e m i l l i o n , n i n e h u n d r e d p e o p l e 

l e s s . Times a r e d i f f i c u l t . When you s i g n e d t h i s 

a g r e e m e n t , t h e Dow was on i t s way t o f o u r t e e n 

t h o u s a n d . So y o u ' r e c l e a r l y n o t g e t t i n g t h e same 

r e t u r n s . 

What do you see h a p p e n i n g i f you have 

t o do t h i s ? Y o u ' r e e i t h e r g o i n g t o have t o 

d e c r e a s e c o s t s by l a y i n g o f f p e o p l e o r i n c r e a s e 

p r e m i u m s . I s t h a t an a c c u r a t e s t a t e m e n t ? I s t h e r e 

any o t h e r way t o go? 

MS. KOCKLER: I t h i n k t h i s d o es g e t 

added t o o u r c u s t o m e r s ' b i l l s , a t t h i s p o i n t . I t ' s 

an add-on now. 

We may have been a b l e t o do t h i s 
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w i t h o u t c h a r g i n g c u s t o m e r s i n t h e p a s t . We a r e i n 

a d i f f e r e n t p o s i t i o n t h a n 2 0 0 5 . T h i s i s o n l y 

s p e a k i n g f o r o u r company. B u t we w i l l h a v e t o p a s s 

t h i s on now. 

The f e d e r a l r e f o r m i s s t a r i n g us i n 

t h e f a c e , and a l l t h e o t h e r t h i n g s we h a v e t o d o , 

and t h e s u r p l u s b e i n g much l e s s t h a n i t w a s , 

t h e r e ' s r e a l l y n o t any o t h e r way t o do t h i s t h a n t o 

b u i l d i t i n t o p r e m i u m . And I t h i n k we a l l a r e 

l o o k i n g a t e f f i c i e n c i e s i n t e r m s o f t h e number o f 

p e o p l e we e m p l o y e e a t o u r company a t t h i s p o i n t . 

MR. WARFEL: And i f I may, 

R e p r e s e n t a t i v e , I t h i n k one a d d i t i o n a l t h o u g h t , as 

I m e n t i o n e d i n my t e s t i m o n y , we s p e n t -- i n 2 009 , 

we s p e n t a l m o s t n i n e t y m i l l i o n s u b s i d i z i n g , t h a t i s 

b u y i n g down premium r a t e s f o r d i r e c t pay 

c u s t o m e r s . So t h i s i s M e d i g a p r a t e s f o r s e n i o r s , 

t h o s e k i n d s o f t h i n g s . 

T h e r e i s o n l y so much money a t t h e end 

o f t h e day t h a t we c a n d r i v e i n t o t h e s e p r o g r a m s . 

So t h e r e ' s p r o b a b l y an a r e a , t h a t n i n e t y m i l l i o n o r 

so t h a t we're v o l u n t a r i l y , you k n o w , o f f e r i n g on 

t h e t a b l e t h r o u g h o u r d i r e c t s u b s i d i e s , w e ' l l be 

c h a l l e n g e d t o m a i n t a i n t h a t e f f o r t . So t h a t ' s 

g o i n g t o o b v i o u s l y i m p a c t y o u r c o n s t i t u e n t s a c r o s s 
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t h e b o a r d as w e l l p o t e n t i a l l y . 

MR. BAKER: And I w o u l d j u s t s a y , y o u r 

s t a t e m e n t i s a c c u r a t e . 

REPRESENTATIVE K I L L I O N : Thank y o u . 

And as you l o o k a t t h e employment i n 

ou r r e g i o n , P h i l a d e l p h i a , f o r t y - n i n e h u n d r e d p e o p l e 

f r o m I B C ; i n D e l a w a r e C o u n t y , t w e n t y - f o u r h u n d r e d , 

a h u n d r e d f i f t y - s i x o f them l i v e i n my d i s t r i c t . 

So we a l l want t o s o l v e t h i s p r o b l e m . We want t o 

p r o t e c t t h e f o r t y t h o u s a n d p e o p l e t h a t h a v e been 

added t o a d u l t B a s i c b u t n o t a t a c o s t t h a t ' s 

i n a p p r o p r i a t e . 

I t h i n k we n e e d t o work t o g e t h e r , b o t h 

s i d e s o f t h e a i s l e , t o come up w i t h a s o l u t i o n so 

we c a n s o l v e t h i s p r o b l e m . 

I do have t o s a y , t h o u g h , we a r e 

h e a r i n g " c r i s i s , " t h i s " c r i s i s . " We've g o t t h e 

12/31 c l i f f where t h e f o r t y t h o u s a n d p e o p l e a r e 

g o i n g t o f a l l o f f . My d e f i n i t i o n o f c r i s i s i s 

s o m e t h i n g t h a t h a p p e n s a l l o f a s u d d e n t h a t you 

d i d n ' t a n t i c i p a t e . 

T h i s a g r e e m e n t was e n t e r e d i n t o i n 

200 5 , w i t h an e x p i r a t i o n d a t e o f 201 0. I t ' s n o t 

l i k e we d i d n ' t know t h i s was c o m i n g . And I t h i n k 

t h e a d m i n i s t r a t i o n s h o u l d h a v e been w o r k i n g on t h i s 
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a w h o l e l o t s o o n e r , and a t t h e same t i m e , s h o u l d n ' t 

h a v e been a d d i n g more and more p e o p l e t o a d u l t B a s i c 

when we d i d n ' t h a v e a s o l u t i o n . 

And now we're i n t h e m i d d l e o f a m a j o r 

f i n a n c i a l c r i s i s h e r e i n t h e c o m m o n w e a l t h . And I 

mean, I s i t on t h e A p p r o p r i a t i o n s C o m m i t t e e . The 

numbers a r e m i n d b o g g l i n g , t h e d e f i c i t we're 

l o o k i n g a t , and i t d o e s n ' t seem t o be g e t t i n g any 

b e t t e r r i g h t now. 

And I t h i n k we n e e d t o make s u r e t h a t 

w h a t e v e r we d o , w h a t e v e r we d o , we d o n ' t h u r t 

e m p l o y e r s i n P e n n s y l v a n i a . 

And I want t o a l s o t h a n k t h e B l u e s . 

IBC h as been a g r e a t c o r p o r a t e c i t i z e n i n t h e 

s o u t h e a s t , as t h e o t h e r s h a v e been i n 

P e n n s y l v a n i a . B u t I t h i n k we a l l n e e d t o work 

t o g e t h e r so t h e b u r d e n j u s t i s n ' t p u t on you t o 

f u n d t h i s p r o g r a m , as i t has been f o r t h e l a s t f i v e 

y e a r s , and t h a t we f i n d t h e s o l u t i o n where we a l l 

p i t c h i n and make s u r e we keep t h o s e f o r t y t h o u s a n d 

p e o p l e c o v e r e d . 

Thank y o u . 

CHAIRMAN DELUCA: J u s t s o , i n my m i n d , 

I h a v e t h i s r i g h t , i f f o r t y t h o u s a n d p e o p l e go o f f 

t h e u n i n s u r e d r o l l s , I mean go o f f a d u l t B a s i c , d oes 
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our p r e m i ums go up f o r an y b o d y i f t h e y h a p p e n t o 

i n c r e a s e t h e p e o p l e g o i n g i n t o t h e e m e r g e n c y 

r o o m s ? Do we -- do you have t o pay f o r t h a t ? Do 

you r a i s e premiums on i n d i v i d u a l s f o r u n c o m p e n s a t e d 

c a r e ? Or do you -- I mean, you pay t h e h o s p i t a l s 

more b e c a u s e o f t h e f a c t , and t o r e c o u p t h a t , you 

w o u l d h a v e t o r a i s e p r e m i u m s ; am I c o r r e c t ? 

What i s b u i l t i n t o t h a t p remium r i g h t 

now f o r u n c o m p e n s a t e d c a r e ? A b o u t 9 p e r c e n t ? 

MR. WARFEL: M r . C h a i r m a n , I d o n ' t 

know what t h e a c t u a l p e r c e n t a g e i s . 

CHAIRMAN DELUCA: T h e r e i s a 

p e r c e n t a g e b u i l t i n , am I c o r r e c t , i f t h e r e ' s -¬

MR. WARFEL: U n c o m p e n s a t e d c a r e i s 

c e r t a i n l y a f a c t o r i n t e r m s o f p r e m i u m s . I n some 

a r e a s , o b v i o u s l y , u n c o m p e n s a t e d c a r e i s g o i n g t o be 

h i g h e r i n c e n t e r c i t y P h i l a d e l p h i a t h a n i t i s g o i n g 

t o be i n c e r t a i n o t h e r a r e a s o f t h e c o m m o n w e a l t h , 

s o , y e s , i t ' s p a r t o f t h e p r e m i u m s . 

CHAIRMAN DELUCA: What I 'm t r y i n g t o 

s a y , M i k e , i s t h e f a c t i s t h a t i f we d o n ' t do 

a n y t h i n g , y o u ' r e g o i n g t o r a i s e -- as 

R e p r e s e n t a t i v e K i l l i o n s a i d , h e ' s w o r r i e d a b o u t t h e 

e m p l o y e r s -- we a r e g o i n g t o r a i s e t h e r a t e s . 

T h e r e ' s no two ways a b o u t i t , b e c a u s e y o u ' r e n o t 
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g o i n g t o be a b l e t o a b s o r b more money t h a t t h e 

h o s p i t a l s a r e n o t g o i n g t o a b s o r b . 

S o l e t ' s n o t t h i n k i t ' s a f r e e l u n c h 

o u t h e r e . I f we j u s t p u t t h e s e p e o p l e o f f , we 

d o n ' t h a v e t o pay a n y t h i n g . And t h a t ' s n o t g o i n g 

t o h a p p e n . 

MR. BAKER: I d o n ' t t h i n k , 

M r . C h a i r m a n , any o f us a r e s u g g e s t i n g t h a t we p u t 

t h e s e p e o p l e o f f . 

CHAIRMAN DELUCA: No, I u n d e r s t a n d , 

B o b . I j u s t want t o b r i n g t h a t t o t h e -¬

MR. BAKER: We're s y m p a t h e t i c t o t h e m . 

I d o n ' t know how you show r e l a t i o n s h i p b e t w e e n t h e 

two t h a t y o u ' r e d e s c r i b i n g , b u t we're s y m p a t h e t i c 

t o t h i s . 

A t t h e same t i m e , we s i g n e d t h e 

a g r e e m e n t . We l i v e d up t o t h e a g r e e m e n t . 

CHAIRMAN DELUCA: I u n d e r s t a n d . 

MR. BAKER: And t h i s i s , as 

R e p r e s e n t a t i v e K i l l i o n s a i d , t h i s i s n o t s o m e t h i n g 

new, and we t h i n k t h a t t h e r e ' s p o s s i b l e s o l u t i o n s , 

b u t i t ' s g o t t o i n v o l v e e v e r y b o d y . 

CHAIRMAN DELUCA: I u n d e r s t a n d . 

R e p r e s e n t a t i v e P a s h i n s k i . 

REPRESENTATI VE PASHINSKI : Thank y o u , 
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Mr. C h a i r m a n . 

And t h a n k you a l l f o r y o u r t e s t i m o n y . 

I h a v e h e a r d some v e r y g o o d t h i n g s 

h e r e t o d a y . One, R e p r e s e n t a t i v e S h a p i r o i n d i c a t e d 

t h a t he s o u n d e d l i k e R e p r e s e n t a t i v e B o y d . I may 

end up s o u n d i n g l i k e t h a t t o o , j u s t as l o n g as I 

d o n ' t l o o k l i k e R e p r e s e n t a t i v e B o y d . He's my gumba 

so we c a n g i ve e a c h o t h e r a j a b . 

So I ' v e h e a r d a number o f t h i n g s 

h e r e . I r e a l i z e t h a t you pay t a x e s . I h e a r d t h e 

word " c o m p r o m i s e . " I h e a r d t h e s t a t e m e n t " s h a r e d 

r e s p o n s i b i l i t y . " E v e r y b o d y s h o u l d be a p a r t o f 

t h i s , p u b l i c and p r i v a t e . And I ' v e h e a r d t h e t e r m s 

t h a t we're i n s e v e r e e c o n o m i c d e c l i n e , w h i c h i s t h e 

one t h i n g , R e p r e s e n t a t i v e K i l l i o n , t h a t nobody 

p l a n s f o r . 

P r i o r t o t h e e c o n o m i c d e c l i n e , you 

know, t h i n g s were l o o k i n g p r e t t y r o s y . And we h a d 

a b u s i n e s s m o d e l i n 2 007 t o t a l l y u n l i k e t h e 

b u s i n e s s m odel t h a t you have t o have i n 20 1 0 . 

B u t as we l o o k a t e a c h o t h e r i n 

t h i s -- i n t h i s b e a u t i f u l r o o m , we a r e t h e 

p r o v e r b i a l r a t s i n t h e same s h i p t h a t i s s i n k i n g . 

And a l b e i t t h e g o v e r n o r maybe s h o u l d h a v e s t a r t e d 

s o o n e r , by t h e f a c t o f t h e m a t t e r i s , a n y b o d y i n 
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t h i s b u s i n e s s knew t h a t we were a p p r o a c h i n g t h e end 

o f t h i s p r o g r a m . 

The q u e s t i o n t h a t I h a v e i s , what i s 

y o u r p r o p o s a l ? Y o u ' v e i n d i c a t e d t h a t y o u ' r e 

w i l l i n g t o c o m p r o m i s e . You've i n d i c a t e d t h a t 

y o u ' r e w i l l i n g t o pay t h e p o r t i o n o f y o u r 

e x e m p t i o n . The q u e s t i o n i s , how do we t a k e t h a t 

a d u l t B a s i c and b r i n g i t t o a p r a c t i c a l p l a n so t h a t 

i t c o v e r s t h e b a s i c t h i n g s t h a t p e o p l e n e e d and 

a l l o w more p e o p l e t o g e t on i t ? 

MS. KOCKLER: I w o u l d -- I w o u l d s a y , 

i n t e r m s o f a p r o p o s a l , I t h i n k we n e e d t o s t a r t 

w i t h t h e n u m b e r . We d o n ' t know what number we're 

t r y i n g t o a c h i e v e . So as s o o n as we know what 

n u m b e r s , I mean d o l l a r s , how much money do we n e e d 

f r o m J a n u a r y 1 s t t o J u n e 30 t h , o s t e n s i b l y , f i r s t o f 

a l l , t o g e t t h r o u g h t h i s h o l e o r g a p , w h a t e v e r you 

want t o c a l l i t , t h a t ' s c a u s e d by t h e a g r e e m e n t 

e x p i r a t i o n i t s e l f ? We a r e n o t c l e a r on t h a t . 

And i n t h e m e a n t i m e , I t h i n k we do 

h a v e t h e d i s c u s s i o n a b o u t t h e p r o g r a m m o d e l . Can 

t h e r e be d i f f e r e n t l e v e l s o f premium p a y m e n t s ? Can 

t h e r e be a s l i d i n g s c a l e p r e m i u m ? One p e r s o n may 

s t i l l pay t h i r t y - s i x , one p e r s o n p a y s -- c a n you do 

t h a t ? Can you i m p o s e d i f f e r e n t l e v e l s o f c o s t 
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s h a r i n g t h a t b r i n g s down t h e p r e m i u m ? 

You know, t h o s e a r e some o f t h e t h i n g s 

you c a n c o n s i d e r i n t h e model i t s e l f , b e f o r e you 

g e t t o , you know, we're g o i n g t o a t t a c h c u s t o m e r s . 

REPRESENTATIVE P A S H I N S K I : B u t t h a t ' s 

e x a c t l y t h e p o i n t t h a t I 'm m a k i n g . T h a t ' s t h e 

d i s c u s s i o n t h a t n e e d s t o be h a p p e n i n g i m m e d i a t e l y . 

What k i n d o f p r o p o s a l s c a n be made by y o u ? Y o u ' r e 

t h e e x p e r t s . You d e a l w i t h t h i s e v e r y d a y . You 

know what e a c h p o l i c y c a n p r o v i d e . Y o u r s t a t i s t i c s 

i n d i c a t e what t h e m a j o r i t y o f t h e p e o p l e , what 

s e r v i c e s do t h e y n e e d . How do we chang e t h a t m odel 

t h a t M r . S h a p i r o was t a l k i n g a b o u t so t h a t we c a n 

c r e a t e some o t h e r o p t i o n s t o g i v e b a s i c h e a l t h c a r e 

t o p e o p l e i n P e n n s y l v a n i a w i t h o u t b r e a k i n g t h e 

b a n k ? What do we have t o d o ? 

MR. BAKER: T h e r e ' s some o t h e r t h i n g s 

t h a t we b e l i e v e n e e d t o be d o n e . F o r o n e , chang e 

p r o p o s e d i n t h i s l e g i s l a t i o n , w o u l d change i t f r o m 

a 6 0/4 0 p r o g r a m , where 6 0 p e r c e n t g o e s i n t o 

a d u l t B a s i c and 40 p e r c e n t i s u s e d f o r o t h e r 

a c t i v i t i e s , t o 95 and 5, w h i c h w o u l d mean we w o u l d 

be i n a s i t u a t i o n where we w o u l d h a v e t o r a i s e 

r a t e s j u s t t o c o n t i n u e t o u n d e r w r i t e p r o g r a m s l i k e 

CHI P and so o n , s u b s i d i z e p r o g r a m s l i k e CHIP and so 
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on and o u r p u b l i c c o n t r i b u t i o n s . 

So we wou l d l i k e t o s ee i t go b a c k t o 

t h e o r i g i n a l 60/40. We b e l i e v e t h a t a l l o f o u r — 

a l l o f t h e i n s u r e r s , a l l h e a l t h i n s u r e r s i n 

P e n n s y l v a n i a s h o u l d h a v e p a r t i c i p a t e d i n t h i s . Our 

c o m p e t i t o r s , o t h e r t h a n I n d e p e n d e n c e , o r -- e x c u s e 

me -- H i g h m a r k , d o n ' t . And we b e l i e v e t h e y s h o u l d 

h a v e t o be a p a r t o f t h i s . 

And we a l s o b e l i e v e t h a t -- t h a t i t ' s 

i m p o r t a n t t h a t t h e money t h a t has be e n p u t i n t o t h e 

p r o g r a m i n t h e p a s t f r o m t h e t o b a c c o s e t t l e m e n t 

f u n d r e t u r n t o i t s o r i g i n a l l e v e l s , t h e s e v e n t y -

f o u r m i l l i o n t h a t t h e y s t a r t e d w i t h , and n o t 

r e d u c e d down t o t h e f i f t e e n m i l l i o n t h a t i s 

p r o pos ed t h i s y e a r . 

J u s t l a s t y e a r , i t was t h i r t y - s e v e n 

m i l l i o n , b e e n c u t f r o m s e v e n t y - f i v e down t o t h i r t y -

s e v e n o v e r a p e r i o d o f y e a r s . Now t h e y want t o c u t 

i t down t o f i f t e e n and t o r e d i r e c t t h a t money t o 

a n o t h e r p r o g r a m . We u n d e r s t a n d t h e r e a s o n f o r i t , 

b u t t h a t ' s n o t a c c e p t a b l e i n t e r m s o f t r y i n g t o 

s o l v e t h i s p r o b l e m . 

REPRESENTATI VE PASHINSKI : And t h a t I 

a p p r e c i a t e v e r y much. 

I wonder i f i t m i g h t be a p o s s i b l e 
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s u g g e s t i o n i f we c r e a t e a v o l u n t a r y p a n e l o f p e o p l e 

w i l l i n g t o s i t down w i t h t h e i n s u r a n c e c o m p a n i e s 

and see w h e t h e r o r n o t we c o u l d n ' t b e g i n t o d e v i s e 

some s h o r t - t e r m and l o n g - t e r m s o l u t i o n s , 

M r . C h a i r m a n . 

CHAIRMAN DELUCA: P a r d o n me? 

REPRESENTATI VE PASHINSKI : I ' d l i k e t o 

v o l u n t e e r t o be on an i n d e p e n d e n t n e g o t i a t i o n s team 

t o d e v e l o p a new p l a n f o r t h e f u t u r e o f p e o p l e i n 

P e n n s y l v a n i a . 

CHAIRMAN DELUCA: W e ' l l c e r t a i n l y 

d i s c u s s t h a t . 

REPRESENTATI VE PASHINSKI : Sound g o o d ? 

CHAIRMAN DELUCA: Sounds g o o d , b u t 

w e ' l l c e r t a i n l y d i s c u s s t h a t . 

REPRESENTATI VE PASHINSKI : Thank y o u . 

CHAIRMAN DELUCA: R e p r e s e n t a t i v e B o y d . 

REPRESENTATI VE BOYD: I n t h e i n t e r e s t 

o f t i m e , M r . C h a i r m a n , move o n . 

CHAIRMAN DELUCA: A n y b o d y e l s e , i n t h e 

i n t e r e s t o f t i me ? 

I ' v e g o t a q u e s t i o n , i n t h a t c a s e . 

REPRESENTATI VE PASHINSKI : S o r r y , 

S c o t t . You had y o u r c h a n c e . 

CHAIRMAN DELUCA: R e p r e s e n t a t i v e 



89 

B a r b i n . 

REPRESENTATI VE BARBIN: I have a 

q u e s t i o n . I s i t t r u e t h a t t h e amount t h a t was 

r e q u i r e d by a l l t h e B l u e s l a s t y e a r was a h u n d r e d 

s e v e n t y m i l l i o n , g i v e o r t a k e , as y o u r commitment 

t o t h i s a g r e e m e n t t h a t y o u e n t e r e d i n t o 

v o l u n t a r i l y ? 

I know e a c h o f y o u p a i d d i f f e r e n t 

a m o u n t s , b u t was t h e t o t a l a p p r o x i m a t e l y a h u n d r e d 

s e v e n t y m i l l i o n d o l l a r s ? B e c a u s e y o u r t e s t i m o n y 

t o d a y i s t h a t , f o r t h e n e x t y e a r , y o u ' r e o n l y 

w i l l i n g t o p a y s e v e n t y - f o u r m i l l i o n , and t h a t t h e 

t o b a c c o s e t t l e m e n t f u n d s n e e d a l l come b a c k . 

My q u e s t i o n , g i v e n M r . W a r f e l ' s 

t e s t i m o n y t h a t we're i n a f r a g i l e e c o nomy, and t h e 

C h a i r m a n ' s s t a t e m e n t t h a t we have f o r t y t h o u s a n d 

p e o p l e t h a t a r e g o i n g t o be p u s h e d o f f t h e r o l l s , 

and M r . K i l l i o n ' s s t a t e m e n t and M r . P a s h i n s k i ' s 

s t a t e m e n t t h a t we're i n a f r a g i l e e c o nomy, how c a n 

y o u n o t c o n t i n u e t h i s a g r e e m e n t f o r a t l e a s t t h e 

2011 y e a r , r e g a r d l e s s o f what you n e g o t i a t e d 

b e f o r e ? 

B e c a u s e we're s i t t i n g , a t t h e moment, 

where we're e i t h e r g o i n g t o come o u t o f t h e 

r e c e s s i o n o r we're n o t . And i f you t a k e t h e s e 
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p e o p l e o f f t h e r o l l s , and you t h r o w them i n t o t h e 

eme r g e n c y room, t h e s t a t e , as a w h o l e , as t h e 

economy i s g o i n g t o be a w h o l e l o t w o r s e . 

Now, t h e r e ' s a s i x - b i l l i o n - d o l l a r 

s u r p l u s t h a t ' s s p r e a d o u t among a l l f o u r o f y o u r 

c o m p a n i e s , and a l l f o u r o f y o u r company have a 

p r i v i l e g e i n P e n n s y l v a n i a t o have a p a r t i c u l a r 

a r e a , t h r o u g h y o u r f r a n c h i s e a g r e e m e n t s w i t h t h e 

n a t i o n a l g r o u p i n C h i c a g o . You have a p r i v i l e g e . 

And we d o n ' t t a x t h a t p r i v i l e g e . 

Why s h o u l d n ' t you c o n t i n u e t h i s 

a g r e e m e n t f o r one y e a r , i n a c c o r d a n c e w i t h y o u r 

s o c i a l m i s s i o n , so t h a t w h o e v e r i s t h e n e x t 

g o v e r n o r and w h a t e v e r t h a t g e n e r a l a s s e m b l y d e c i d e s 

t o do t o s h a r e t h e a p p r o p r i a t e b u r d e n among a l l 

i n s u r e r s , among w h o e v e r , c a n be done w i t h o u t t h e 

t h r e a t o f l o s i n g f o r t y t h o u s a n d p e o p l e , who a r e 

g o i n g t o have t o r u n o f f t o t h e e m e r g e n c y room? I t 

j u s t d o e s n ' t make s e n s e . 

I t l o o k s t o me l i k e y o u ' r e t h e k i d a t 

t h e dam where t h e dam's a b o u t r e a d y t o f l o o d , h e ' s 

g o t h i s f i n g e r i n t h e dam, and he s a y s , Why d o n ' t 

we make an a g r e e m e n t t o s t a y h e r e f o r an h o u r ? 

Now, I 'm t a k i n g t h i s f i n g e r o u t t h e dam. The r e s t 

o f you guys a r e i n a l o t o f t r o u b l e . 
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I s n ' t t h a t what y o u ' r e s a y i n g , i f you 

s a y y o u ' r e o n l y g o i n g t o p a y s e v e n t y - f o u r m i l l i o n , 

b e c a u s e t h a t was t h e d e a l ? 

MR. BAKER: R e p r e s e n t a t i v e , a c c o r d i n g 

t o t h e b u d g e t t h a t was p u t o u t by t h e 

a d m i n i s t r a t i o n , i f you l o o k a t e x p e n d i t u r e s f o r t h e 

200 9-'10 y e a r , w h i c h , o f c o u r s e , has n o t y e t e nded, 

t h e y e s t i m a t e t h a t t h e CHR p o r t i o n w i l l be a 

h u n d r e d a l m o s t t h i r t e e n m i l l i o n d o l l a r s , t h e 

t o b a c c o p o r t i o n w i l l be a p p r o x i m a t e l y t h i r t y - e i g h t 

m i l l i o n , and t h e r e ' l l be an e n d i n g -- a b a l a n c e i n 

t h e a c c o u n t o f a b o u t t h i r t y - f i v e m i l l i o n . 

I n r e s p e c t t o t h e r e s t o f y o u r 

q u e s t i o n , I t h i n k t h e t e s t i m o n y we gave i n t e r m s of 

t h e t a x e s we p a y a l r e a d y r e s p o n d s t o t h a t . 

MR. CASHMAN: And, R e p r e s e n t a t i v e , 

r e s p e c t f u l l y , I w o u l d s u b m i t , u s i n g y o u r a n a l o g y , 

t h a t s i x y e a r s ago, we were t h e p e o p l e who saw t h e 

dam a b o u t t o b r e a k , who w i l l i n g l y v o l u n t e e r e d t o 

s t i c k o u r f i n g e r i n i t . And we l o o k e d a r o u n d and 

we w a i t e d f o r one y e a r , two y e a r , t h r e e , and we 

k e p t o u r f i n g e r i n t h e dam. We k e p t o u r f i n g e r i n 

t h e dam, as o u r c u s t o m e r s were b e i n g a s k e d t o p a y 

more a nd m o r e . 

Our f i n g e r ' s s t i l l i n t h e dam. A l l 
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we're s a y i n g t o d a y i s , we're g e t t i n g t i r e d . I t ' s 

n o t s u s t a i n a b l e . We c a n ' t c o n t i n u e t o do t h i s . 

We u n d e r s t a n d t h e s t a t e has an i s s u e . 

We're, as a l w a y s , w i l l i n g t o be a t t h e t a b l e t o 

d i s c u s s how we r e s o l v e t h a t i s s u e , b u t o u r f i n g e r s 

a r e g e t t i n g t i r e d , and we n e e d some h e l p . 

REPRESENTATI VE BARBIN: M r . C h a i r m a n , 

i f I c o u l d j u s t r e s p o n d one s e c o n d t o t h a t . 

I r e a d y o u r t e s t i m o n y . You do more 

t h a n any o f t h e o t h e r g r o u p s t h r o u g h c o m m u n i t y 

h e a l t h s e r v i c e s t o p r o v i d e f o r t h o s e f o r t y t h o u s a n d 

l i k e p e o p l e . B u t I 'm a s k i n g y o u , g i v e n t h e economy 

of t h e c o u n t r y , d o e s n ' t i t make s e n s e t o h o l d y o u r 

f i n g e r i n t h e r e u n t i l t h e end o f 201 1, so t h a t 

t h e s e p e o p l e d o n ' t g e t p u s h e d i n t h e e m e r g e n c y 

room? 

MS. KOCKLER: And, R e p r e s e n t a t i v e , 

u n d e r s t a n d t h a t t h e economy i s , i n t h e l a r g e p a r t , 

why we're h a v i n g t h e d i s c u s s i o n , b e c a u s e when we do 

t h i s , and i f we s i g n up and e x t e n d o r w h a t e v e r , o u r 

c u s t o m e r s t h a t buy h e a l t h i n s u r a n c e a r e g o i n g t o 

pay f o r t h a t . T h a t i s a w h o l e ' n o t h e r -- t h o s e 

p e o p l e a r e g o i n g t o p a y f o r t h i s . We're n o t -¬

t h i s i s n ' t a p a s s - t h r o u g h . Someone i s g o i n g t o pay 

f o r i t i n t h e i r p r e m i u m . 
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CHAIRMAN DELUCA: I'm g o i n g t o I 

know t h a t we're on a t i g h t t i m e s c h e d u l e . I h a t e 

you c u t you o f f , R e p r e s e n t a t i v e . 

I want t o t h a n k e a c h and e v e r y one o f 

you f o r y o u r t e s t i m o n y and c e r t a i n l y y o u r 

w i l l i n g n e s s t o work w i t h u s , and we l o o k f o r w a r d t o 

w o r k i n g w i t h y o u . 

MR. CASHMAN: Than k y o u , 

M r . C h a i r m a n . 

CHAIRMAN DELUCA: C o m m i s s i o n e r -- n e x t 

p e r s o n t o t e s t i f y i s Commis s i o n e r A r i o . 

W e l come. Good m o r n i n g , C o m m i s s i o n e r . 

COMMISSIONER ARIO: Good m o r n i n g , 

M r . C h a i r m a n , members of t h e c o m m i t t e e . 

F o r t h e r e c o r d , my name i s J o e l A r i o . 

I'm t h e i n s u r a n c e c o m m i s s i o n e r f o r t h e s t a t e o f 

P e n n s y l v a n i a . I w i l l be b r i e f i n my comments so I 

c a n a n s w e r some q u e s t i o n s as w e l l . 

L e t me s t a r t by s a y i n g , I'm n o t h e r e 

t o b a s h t h e B l u e s . I h a v e b e e n c o n s i s t e n t l y 

i m p r e s s e d w i t h a l l f o u r B l u e C r o s s / B l u e S h i e l d 

o r g a n i z a t i o n s . I n my t h r e e y e a r s h e r e , t h e y ' v e 

s t e p p e d up t o a number o f i m p o r t a n t c h a l l e n g e s . 

T h e y ' r e s t e p p i n g up r i g h t now on t h e t e m p o r a r y 

c o v e r a g e u n d e r t h e f e d e r a l l a w t o g e t us t o 2 014 . 
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T hey d i d s t e p up on t h i s p r o g r a m m i n g 

b u r d e n . I t ' s a d e a l t h a t was made b e f o r e I g o t 

h e r e , b u t I t h i n k i t was a v e r y i m p o r t a n t d e a l , and 

i t was made i n 2005, and I hope we c a n have a 

c o n t i n u a t i o n o f some s o r t on t h a t d e a l t o c o n t i n u e 

t o p r o t e c t t h e a d u l t B a s i c s p r o g r a m . 

I won't d w e l l on t h e h i s t o r y o f t h a t 

c o n t r a c t b e c a u s e i t has b e e n c o v e r e d w e l l by 

o t h e r s . I ' l l make t h r e e g e n e r a l p o i n t s . A, t h i s 

p r o g r a m i s s t i l l n e c e s s a r y . B, I t h i n k 24 55 

r e p r e s e n t s a r e a s o n a b l e a p p r o a c h t o t h e p r o b l e m . 

I ' l l e x p l a i n why. And t h e n t h r e e , I t h i n k t h e r e i s 

room t o t a l k a b o u t a l t e r n a t i v e s on 2 455 as w e l l . 

The p r o g r a m i s s t i l l n e c e s s a r y . The 

m a j o r i t y l e a d e r s p o k e o u t e l o q u e n t l y on t h i s i s s u e , 

I t h i n k . When I came h e r e , t h e p r o g r a m s e r v e d 

s o m e t h i n g l i k e f i f t y - f i v e t h o u s a n d p e o p l e and h a d 

s o m e t h i n g l e s s t h a n a h u n d r e d t h o u s a n d on t h e 

w a i t i n g l i s t . T o d a y , i t s e r v e s somewhere i n t h e 

low f o r t i e s , so we w i l l , I t h i n k , i n any e v e n t , 

n e v e r g e t b a c k t o t h e number t h a t was s e r v e d when I 

g o t h e r e o n l y t h r e e y e a r s ago, w h i c h i s f i f t y - f i v e 

t h o u s a n d , r o u g h l y . I t h i n k i t g o t up as h i g h as 

f i f t y - s e v e n t h o u s a n d . And c e r t a i n l y t h a t w a i t i n g 

l i s t t h a t was u n d e r a h u n d r e d t h o u s a n d i s now f o u r 
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h u n d r e d t h o u s a n d , i s t e s t i m o n y t o t h e n e e d f o r t h i s 

p r o g r a m i n t h e s t a t e . 

I f we ha v e t i m e t o d a y , y o u ' r e g o i n g t o 

h e a r f r o m some, I t h i n k , c o m m u n i t y r e p r e s e n t a t i v e s 

who w i l l t e l l y ou a b o u t t h a t n e e d , b u t I c a n t e l l 

you t h a t e v e r y one o f t h o s e f o u r h u n d r e d t h o u s a n d 

p e o p l e on t h e w a i t i n g l i s t t r a n s l a t e s t o somebody 

who c o u l d t e l l a good s t o r y h e r e a b o u t v e r y 

s p e c i f i c , v e r y i m p o r t a n t m e d i c a l n e e d s t h a t t h e y 

h a v e and t h e way i n w h i c h i t h a u n t s t h e i r l i f e when 

t h e y d o n ' t h a v e t h e c o v e r a g e . They make i t 

v i t a l -- a b s o l u t e l y v i t a l t h a t we f i n d a s o l u t i o n 

t o t h i s p r o b l e m . 

I t h i n k 2 455 i s a r e a s o n a b l e a p p r o a c h . 

I h e a r d -- I t h o u g h t i t was good d i a l o g u e t h a t t h e 

c o m m i t t e e h a d w i t h t h e f o u r B l u e C r o s s / B l u e S h i e l d 

r e p r e s e n t a t i v e s t o d a y . I ' v e w o r k e d w i t h a l l o f 

them, and I t h i n k t h e y ' r e f i n e p e o p l e , and t h e y ' r e 

d o i n g what t h e y t h i n k i s r i g h t h e r e i n t e r m s o f 

what t h e y p r e s e n t . B u t I do t h i n k t h e y ' r e a b i t 

s e l e c t i v e i n t h e p a t h s t h a t t h e y g i v e y o u . 

F i r s t o f a l l , t h e t e s t i m o n y s u g g e s t s 

t h a t i t ' s a s t a t e o f u n c e r t a i n t y i n t h e f e d e r a l 

r e f o r m . T h i s i s k i n d o f more o f a p r o b l e m t h a n a 

s o l u t i o n t o t h e m . I f you l o o k a t t h e s t o c k m a r k e t 
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and what i t ' s done t o i n s u r a n c e c o m p a n i e s s i n c e t h e 

f e d e r a l r e f o r m p a s s e d , t h e s t o c k m a r k e t has 

i n d i c a t e d q u i t e c l e a r l y , t h i s i s a good d e a l f o r 

i n s u r a n c e c o m p a n i e s . And i t ' s e v e n a b e t t e r d e a l 

f o r t h e n o n p r o f i t i n s u r a n c e c o m p a n i e s , e s p e c i a l l y 

t h e B l ue C r o s s / B l u e S h i e l d c o m p a n i e s i n t h i s s t a t e 

and wh e r e t h e y ' r e s i t u a t e d . 

Why? B e c a u s e we're g o i n g t o have 

t h i r t y m i l l i o n new c u s t o m e r s . What b u s i n e s s i n 

A m e r i c a h a s t h e f e d e r a l g o v e r n m e n t h a n d them t h i r t y 

m i l l i o n new c u s t o m e r s ? And n o t j u s t t h i r t y m i l l i o n 

new c u s t o m e r s , h u n d r e d s o f b i l l i o n s o f d o l l a r s a 

y e a r i n s u b s i d i e s t o t h o s e c u s t o m e r s . T h a t ' s g o i n g 

t o be a m i l l i o n new c u s t o m e r s i n t h i s s t a t e and 

b i l l i o n s o f d o l l a r s o f s u b s i d i e s t o p ay t h e 

premiums t h a t t h e i n s u r e r s a r e g o i n g t o c h a r g e . 

T h i s i s a w i n d f a l l . I t i s g o i n g t o be 

a t r e m e n d o u s b o o n t o t h e i n s u r a n c e i n d u s t r y . I 

mean, t h e y h a v e some o b l i g a t i o n s on t h a t . Y e s , 

t h e y d o . B u t t h e y a r e g o i n g t o p r o s p e r u n d e r t h o s e 

r e f o r m s . And p a r t i c u l a r l y t h e B l u e C r o s s / B l u e 

S h i e l d p l a n s w i l l , b e c a u s e t h e y h a v e t h e d o m i n a n t 

s h a r e o f t h e m a r k e t i n t h i s s t a t e . So I'm j u s t --

b a s i c a l l y as t o n i s h e d t h a t , t h e f e d e r a l r e f o r m , as 

p r e s e n t e d , t h e y t h i n k i t ' s a r e a l t h r e a t and a 
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c h a l l e n g e . I t ' s , i n f a c t , a v e r y i m p o r t a n t 

c o n t r i b u t o r . And i t ' s why, b y t h e way, t h e 

i n s u r a n c e i n d u s t r y was i n s t r o n g s u p p o r t o f t h i s 

b i l l up u n t i l t h e v e r y e n d . 

T h e r e a r e a few t h i n g s t h e y d o n ' t l i k e 

i n t h e b i l l , y e s , b u t on t h e w h o l e and on t h e m a i n , 

y o u see i n t h e i n s u r a n c e i n d u s t r y , and I ' l l s a y , 

i t ' s t o t h e i r c r e d i t , s i n c e t h e r e f o r m p a s s e d , 

s t e p p e d up on a number o f i s s u e s . T h e y c o u l d h a v e 

s a i d t h a t t h e c h i l d r e n ' s p r e - e x i s t i n g c o n d i t i o n , 

d i d n ' t s a y g u a r a n t e e i s s u e , r i g h t now, so we're n o t 

g i v i n g g u a r a n t e e d i s s u e r i g h t now. B u t t h e 

p r e s e n c e o f 26 d i d n ' t s a y k i d s c o m i n g o f f t h i s y e a r 

i n c o l l e g e g e t i t . T h i s l a w d o e s n ' t t a k e e f f e c t 

u n t i l S e p t e m b e r , so we're n o t g o i n g t o g i v e i t t o 

t h e m. 

The i n s u r a n c e c o m p a n i e s h a v e 

c o n s i s t e n t l y s t e p p e d up, s i n c e t h e r e f o r m p a s s e d . 

Why? B e c a u s e t h e y do r e c o g n i z e t h e good d e a l 

h e r e . 

So t h a t ' s -- I t h i n k t h a t ' s t h e 

b r o a d e s t c o n t e x t y o u b r i n g t o t h i s i s s u e as we're 

t a l k i n g a b o u t g e t t i n g f r o m h e r e t o 2014, when 

t h i n g s w i l l g e t v e r y , v e r y good f o r t h e B l u e 

C r o s s / B l u e S h i e l d p l a n s i n t h i s s t a t e . 
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S e c o n d l y , t h e r e h a v e b e e n a number o f 

e c o n o m i c s e t b a c k s f o r e v e r y b o d y i n t h e l a s t c o u p l e 

y e a r s . I 'm n o t g o i n g t o p r e t e n d t h a t t h e economy 

d i d n ' t go i n t h e d i t c h f o r t h e h e a l t h i n s u r e r s , 

j u s t l i k e i t d i d f o r e v e r y b o d y e l s e i n 200 7, 200 8, 

and i n t o 20 0 9 . B u t i t went l e s s i n t h e d i t c h f o r 

t h e h e a l t h i n s u r e r s t h a n a l m o s t a n y b o d y e l s e . 

Y o u ' v e h e a r d k i n d o f s e l e c t i v e u s e o f 

t h e f a c t s a b o u t where r e v e n u e s a r e . I n f a c t , 

p r e m i um r e v e n u e s a r e up, b e c a u s e t h e c u s t o m e r s t h a t 

h a v e b e e n l o s t and t h e number o f p e o p l e t h a t h a v e 

gone on u n i n s u r a n c e a r e more t h a n made up f o r by 

r a t e i n c r e a s e s on t h e p e o p l e who s t a y e d i n t h e 

m a r k e t f o r some of t h e r e a s o n s y o u s u g g e s t . 

So e v e r y s i n g l e one o f t h e s e p l a n s h as 

more r e v e n u e , p r e mium r e v e n u e , t o d a y t h a n t h e y h a d 

i n 200 5, and i n most c a s e s , c o n s i d e r a b l y m o r e . 

S u r p l u s , i t was f i v e b i l l i o n a g g r e g a t e 

i n 200 5. You h e a r d one company, NEPA, t e s t i f y t o 

what i t s s u r p l u s h a d gone down f r o m f o u r h u n d r e d t o 

two f i f t y . You d i d n ' t h e a r i t f r o m any o f t h e 

o t h e r t h r e e . Why? B e c a u s e t h e i r s u r p l u s e s a l l 

went up s i n c e 2 0 0 5 . So s i x b i l l i o n d o l l a r s i n 

s u r p l u s . 

I d o n ' t know i f R e p r e s e n t a t i v e 
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S c h r o d e r -- I g u e s s h e ' s s t i l l n o t h e r e . I d i d s a y 

i n f r o n t o f t h e b u d g e t c o m m i t t e e , t h a t f r o m a 

f i n a n c i a l p e r s p e c t i v e , t h e r e ' s n e v e r t o o much 

s u r p l u s . My f i n a n c e guys b e a t t h a t i n t o my h e a d 

e v e r y d a y . T h e r e i s n e v e r t o o much s u r p l u s . 

T h i ngs c a n a l w a y s go wrong i n t h e i n s u r a n c e 

b u s i n e s s and t h e y o f t e n d o . And, s o , t h e r e r e a l l y 

i s a d e s i r e , I t h i n k , f r o m my f i n a n c i a l g u y s , t o 

a l w a y s h a v e t h a t s u r p l u s bump up and up and u p . 

On t h e c o n s u m e r s ' s i d e , w h i c h i s o u r 

o t h e r d u t y , p e o p l e t h a t r u n t h e a d u l t B a s i c p r o g r a m , 

t h e CHIP p r o g r a m , t h e p e o p l e t h a t t a k e c onsumer 

c o m p l a i n t s , t h e r e ' s t h e d e s i r e t o s a y , L e t ' s k eep 

t h a t s u r p l u s as t h i n as we c a n , c o n s i s t e n t w i t h 

good p r i n c i p l e s , so t h a t we c a n p u t p r o b a b l y more 

money, as M i k e W a r f e l s a i d , I t h i n k , b a c k i n t o t h e 

c h e a p e r p r e m i u m s . 

So t h e r e ' s a l w a y s a t e n s i o n b e t w e e n 

t h o s e two c o n c e p t s , b u t t h e s i x b i l l i o n t h a t t h e y 

h a v e i n s u r p l u s i s c o n s i d e r a b l y more, 

p r o p o r t i o n a l l y , t h a n any o f t h e o t h e r c h a r i t i e s 

h a v e i n t h i s s t a t e . And t h e r e ' s a r e a s o n f o r 

t h a t . N o n p r o f i t s h a v e l e s s a c c e s s t o c a p i t a l , so 

t h e y h o l d h i g h e r s u r p l u s e s , b u t t h e y h o l d 

c o n s i d e r a b l y h i g h e r s u r p l u s e s t h a n any o f t h e 
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f o r - p r o f i t s i n t h e s t a t e . And t h e y a l s o , on a RBC 

b a s i s , a r e a l l c o m f o r t a b l y above t h e minimum 

r e q u i r e m e n t s . I n, I t h i n k , a l l b u t one c a s e , more 

t h a n d o u b l e t h e m i n i m a l r e q u i r e m e n t . 

Does t h a t mean t h a t we h a v e a l o t o f 

s u r p l u s t o j u s t go i n t h e r e and t a k e ? No, we 

d o n ' t . We h a v e t o be v e r y , v e r y c a r e f u l w i t h 

t h a t . B u t , a g a i n , f i v e b i l l i o n d o l l a r s when t h e 

d e a l was e n t e r e d i n t o , s i x b i l l i o n d o l l a r s t o d a y . 

So t h e o v e r a l l s t o r y , f r o m my 

p e r s p e c t i v e , i s t h i n g s t o o k a l i t t l e d i v e i n t h e 

m i d d l e h e r e , b u t b a s i c a l l y t h e s e c o m p a n i e s , 

c o m p a r e d t o a l m o s t e v e r y b o d y e l s e , h a v e done q u i t e 

w e l l o v e r t h e l a s t f i v e y e a r s , i n c r e a s e d b u s i n e s s , 

i n c r e a s e d r e v e n u e , i n c r e a s e d s u r p l u s , and l o o k i n g 

a t a b o n a n z a , r e a l l y a b o n a n z a , I t h i n k , i n 2 014 . 

And a g a i n , I 'm n o t s a y i n g i t b e c a u s e I 

t h i n k i t ' s b a d . I was a s t r o n g s u p p o r t e r o f t h a t 

b i l l . I t h i n k we do want e v e r y b o d y i n , and I t h i n k 

we want t h e p r i v a t e i n s u r a n c e c o m p a n i e s s e r v i n g 

t h o s e p e o p l e , b u t i t ' s g o i n g t o be t o t h e i r 

a d v a n t a g e . 

So f o r t h o s e r e a s o n s , I t h i n k we o u g h t 

t o be somewhat s k e p t i c a l t o h e a r t h a t t h e r e r e a l l y 

i s n ' t anyway we c a n f i n d away t o g e t f r o m h e r e t o 
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2 0 1 4 . 

L a s t comment on t h i s l i n e i s , t h e r e 

was a l o t o f t a l k a b o u t how t h e d e a l was t e m p o r a r y 

i n 2005, and e v e r y b o d y a n t i c i p a t e d some o t h e r 

s o l u t i o n by 201 0. I d i d n o t h e a r t h a t f r o m a n y b o d y 

when I came t o t h e s t a t e , and t h a t i n c l u d e d some o f 

t h e B l u e s . The s t o r y I h e a r d was t h a t t h e d e a l was 

t o g e t us t o r e f o r m . 

And when I came, i n 2 0 0 7 , e v e r y b o d y 

t h o u g h t t h a t was g o i n g t o be P e n n s y l v a n i a h e a l t h 

r e f o r m . The g o v e r n o r d e n o u n c e d h i s p l a n , and t h e r e 

was a l o t o f f a n f a r e and a l o t o f s u p p o r t f o r t h a t 

p l a n a t t h a t t i m e . 

H e a l t h c a r e , b e i n g as d i f f i c u l t as i t 

i s , t h a t s u p p o r t e r o d e d , and we d i d n ' t g e t t h e 

s t a t e p l a n . B u t t h a t was t h e i d e a . T h i s was a 

b r i d g e t o s t a t e r e f o r m . And i f we were h e r e t o d a y 

w i t h o u t t h e f e d e r a l r e f o r m h a v i n g p a s s e d , I w o u l d 

say we're i n a w o r l d o f h u r t . A, we w o u l d n ' t h a v e 

t h a t w i n d f a l l up t h e r o a d f o r t h e B l u e C r o s s 

p l a n s . And, B, we w o u l d h a v e , t h e n , an e n d l e s s 

k i n d o f demand f o r s o m e t h i n g l i k e a d u l t B a s i c . 

We d i d g e t t h e f e d e r a l r e f o r m t h i s 

y e a r . So now we j u s t h a v e a l i t t l e b i t more 

b r i d g e . And I t h i n k i f a n y b o d y w o u l d h a v e s a i d , i n 
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200 5, We're m a k i n g a f i v e - y e a r d e a l , b u t i f , a t t h e 

end o f t h o s e f i v e y e a r s , we've g o t a c o m p r e h e n s i v e 

s o l u t i o n t h a t ' s g o i n g t o c o v e r a l l t h e p e o p l e t h a t 

a r e c u r r e n t l y i n a d u l t B a s i c , e i t h e r t h r o u g h 

M e d i c a i d o r t h r o u g h a new -- t h e new i n s u r a n c e 

e x c h a n g e s , do we want t o go o f f t h e c l i f f f o r a 

c o u p l e y e a r s b e f o r e we g e t t o t h a t r e f o r m i n 201 4? 

I d o n ' t b e l i e v e a n y b o d y w o u l d s a y y e s . The p l a n i s 

l e t ' s j u s t go o f f t h e c l i f f f o r t h r e e y e a r s b e f o r e 

we g e t t o t h e r e f o r m . 

So t h i s i s a p l an t o g e t us t o t h e 

r e f o r m . So t h a t ' s , I t h i n k , t h e r e a s o n why we 

s h o u l d be h e r e and why we s h o u l d be e n g a g e d . 

Now, a r e t h e r e o t h e r a l t e r n a t i v e s ? I 

t h i n k t h a t t h e B l u e s s p o k e w e l l t o t h e i s s u e o f 

w h e t h e r we o u g h t t o ask w h e t h e r o t h e r c a r r i e r s 

s h o u l d be i n v o l v e d i n t h i s p r o g r a m , and I h e a r d a 

number o f p e o p l e on t h e c o m m i t t e e s u p p o r t t h a t . I 

t h i n k t h e g o v e r n o r s a i d , i n h i s b u d g e t a d d r e s s , 

t h a t t h i s c o u l d be a p r o g r a m f o r t h e B l u e s and f o r 

o t h e r i n s u r e r s . 

T h a t ' s an open o f f e r . We j u s t h a v e n ' t 

s e e n any p r o p o s a l s . And we've a s k e d f o r p r o p o s a l s , 

b u t we j u s t h a v e n o t s e e n a good p r o p o s a l . I t h i n k 

I B C d i d w r i t e a l e t t e r l a s t week, w h i c h was 
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e n c o u r a g i n g , s t a r t i n g t o s u g g e s t a r o u t e f o r w a r d , 

and we o u g h t t o engage t h a t and we o u g h t t o l o o k a t 

t h e o t h e r i n s u r e r s . 

B u t we o u g h t n o t t o g e t o v e r l y 

o p t i m i s t i c a b o u t t h a t b e c a u s e , g u e s s what, B l u e s do 

d o m i n a t e t h e m a r k e t p l a c e h e r e s u c h t h a t we w o u l d -¬

t h e y h a v e a b o u t t w o - t h i r d s o f t h e p r e m i u m s . So 

e v e n i f e v e r y b o d y was c h a r g e d e q u a l l y , and t h e y g o t 

t a x o f f s e t s -- oh, and t h a t ' s a n o t h e r t h i n g , t h e r e 

was a l o t o f t a l k a b o u t t a x e s . T h e r e ' s -- t h e 

B l u e s do pay a l o t o f t a x e s . And t h a t ' s r e c o g n i z e d 

i n 2 4 5 5 . T h i s i s an o f f s e t f o r e v e r y s i n g l e d o l l a r 

o f t a x p a i d . T h a t ' s r i g h t i n t h a t b i l l . So t h a t 

message, w h i c h I m i s s p o k e a b o u t i n one h e a r i n g 

e a r l i e r t h i s y e a r and o t h e r s h a v e , has b e e n h e a r d 

l o u d and c l e a r . T h e r e a r e t a x o f f s e t s h e r e . T h e r e 

w o u l d be f o r t h e f o r - p r o f i t s . 

By t h e t i m e you were done t a k i n g t h e 

d o m i n a n t p r emium r o l l s t h a t t h e B l u e s h a v e , and 

t h e n b r i n g i n g i n t h e r e s t o f t h e p r e m i u m s , w h i c h 

may add -- you know, t h e y h a v e s o m e t h i n g l i k e t e n 

b i l l i o n , maybe, i n p r emium t h a t w o u l d be a c c e s s i b l e 

h e r e , you may b r i n g i n a n o t h e r t h r e e b i l l i o n o r 

s o m e t h i n g , i f you b r o u g h t i n e v e r y b o d y e l s e . Then 

you h a v e t o add i n t h e t a x o f f s e t s , y o u ' r e n o t 
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g o i n g t o g e t a l o t o f money o u t o f t h e r e s t o f t h e 

i n s u r e r s . B u t i t ' s s t i l l an e q u i t a b l e p o i n t and 

i t ' s a f a i r p o i n t t o be r a i s e d . 

And t h e n I ' d s e c o n d t h e i s s u e s a r o u n d , 

you k n o w , d o i n g e v e r y t h i n g we c a n t o k e e p m a n a g i n g 

t h a t b e n e f i t . T h i s i s a c u t - t h r o a t b u s i n e s s . I 

mean, t h e p r o f i t m a r g i n s a r e n o t t h i c k i n t h i s 

b u s i n e s s . And t h e s u r p l u s i s s t i l l , you k n o w , 

co m p a r e d t o some o t h e r i n d u s t r i e s , n o t t h a t b i g . 

So i t ' s s t i l l a t o u g h b u s i n e s s , so i t ' s c o n s t a n t l y 

t r y i n g t o r e v i s e t h o s e b e n e f i t p l a n s and make them 

as e f f e c t i v e as p o s s i b l e . 

We d i d some w o r k t h i s y e a r w i t h c o s t 

s h a r i n g t h a t was m e n t i o n e d , t o c u t t h e b e n e f i t 

c o s t s down 1 0 p e r c e n t on t h e p l a n . We c a n c o n t i n u e 

t o w o r k on t h e s e s o r t s o f t h i n g s and t r y t o g e t us 

t h r o u g h , b u t I t h i n k t h e b o t t o m l i n e i s , we, as a 

s t a t e , n e e d t o f i n d a s o l u t i o n h e r e , and t h e b o u n t y 

b e i n g p r i m a r i l y w i t h t h e B l u e C r o s s p l a n s and B l u e 

S h i e l d p l a n s , i t ' s t o t h e i r c r e d i t t h a t t h e y ' v e g o t 

i t . T h e y ' v e e a r n e d i t . They d e s e r v e i t . B u t t h e y 

o u g h t t o c o n t i n u e t o s h a r e and do t h e k i n d s o f 

t h i n g s t h e y ' v e done o v e r t h e y e a r s . 

And i f we see t h a t w i l l i n g n e s s , I 

b e l i e v e we c a n s o l v e t h i s p r o b l e m f o r t h e n e x t few 
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y e a r s . 

T h ank y o u , and I ' d be happy t o an s w e r 

q u e s t i o n s . 

CHAIRMAN DELUCA: V e r y good, 

C o m m i s s i o n e r . 

You m e n t i o n e d , t o y o u r k n o w l e d g e , was 

t h e r e -- when t h e y e n t e r e d i n t o t h i s a g r e e m e n t , why 

wa s n ' t t h a t a k e y p a r t o f t h e i r p r o p o s a l , t h e f i v e -

y e a r a g r e e m e n t , t o have a l l t h e i n s u r e r s 

p a r t i c i p a t e a t t h a t t i m e ? I t i s a k e y component 

t h a t t h e y ' r e p r o p o s i n g now. 

COMMISSIONER ARIO: M r . C h a i r m a n , 

h a v i n g n o t bee n h e r e and h a v i n g n o t a s k e d t h a t 

p a r t i c u l a r q u e s t i o n o f t h e p e o p l e who were p a r t y t o 

t h e a g r e e m e n t as t o why i t w a s n ' t , a t t h a t p o i n t -¬

CHAIRMAN DELUCA: I s h o u l d h a v e a s k e d 

-- I a p p r e c i a t e t h a t . 

COMMISSIONER ARIO: I t h i n k I w i l l 

h a v e t o b e g o f f . B u t I w o u l d s h e e r l y s p e c u l a t i n g , 

I r e a l l y h a v e n o t -- i t ' s a v e r y good q u e s t i o n , I 

j u s t h a v e n ' t a s k e d i t o f t h e p e o p l e t h a t were 

i n v o l v e d m y s e l f . 

CHAIRMAN DELUCA: Thank y o u . 

R e p r e s e n t a t i v e K i l l i o n . 

REPRESENTATI VE K I L L I O N : Thank y o u . 
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I'm g l ad t h a t t h e B l u e s a r e d o i n g so 

w e l l . I ha v e an I n q u i r e r a r t i c l e h e r e , t h e y p o s t e d 

a s e v e n t y - e i g h t -- s e v e n t y - e i g h t - m i l l i o n - d o l l a r 

l o s s , and we know t h e y ' r e down n i n e h u n d r e d 

e m p l o y e e s , b u t we c a n d i s c u s s t h a t l a t e r . 

I s i t y o u r o p i n i o n t h a t i f t h e y 

c o n t i n u e t h e a g r e e m e n t a t t h e c u r r e n t l e v e l s f o r 

a l l f o u r B l u e s p l a n s , t h a t t h e y w o u l d be a b l e t o do 

t h a t w i t h o u t i n c r e a s i n g premiums on b u s i n e s s e s and 

f a m i l i e s and n o t h a v i n g t o l a y o f f e m p l o y e e s ? Do 

you b e l i e v e t h e y c a n do t h a t ? 

COMMISSIONER ARIO: R e p r e s e n t a t i v e , 

u n f o r t u n a t e l y , t h e w o r l d we l i v e i n w i t h 

h e a l t h c a r e , no one c a n g e t f r o m h e r e t o 2 014 

w i t h o u t h a v i n g t o i n c r e a s e p r e m i u m s . We've g o t a 

c o s t p r o b l e m i n t h e h e a l t h c a r e m a r k e t p l a c e , where 

premiums d o u b l e e v e r y t e n y e a r s . R i g h t now, t h a t ' s 

why we're d e s p e r a t e . We n e e d t h e r e f o r m . 

So we're g o i n g t o see premium 

i n c r e a s e s , w h e t h e r we do t h i s p l a n o r d o n ' t do t h i s 

p l a n , b e t w e e n now and 20 1 4 f r o m a l l o f t h e p l a n s . 

And, a g a i n , t h e u s e o f t h e s e v e n t y - e i g h t m i l l i o n 

and t h e n i n e h u n d r e d e m p l o y e e s , i f you l o o k a t 

t h e s e b u s i n e s s e s , compare them t o o t h e r b u s i n e s s e s 

i n t h e commonwealth, n o t o v e r i n d i v i d u a l s p e c i f i c s , 
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l i k e t h e r e s u l t s f o r a v e r y s h o r t p e r i o d o f t i m e 

b u t o v e r t h e l a s t f i v e y e a r s , you w i l l see t h a t a l l 

o f t h e s e c o m p a n i e s , c o m p a r a t i v e l y s p e a k i n g -- we 

d i d go t h r o u g h a m a j o r c r i s i s i n t h e c o u n t r y -- b u t 

c o m p a r a t i v e l y s p e a k i n g , s u r p l u s , u p ; premium 

r e v e n u e , u p ; most i n d i c e s o f company h e a l t h , u p . 

REPRESENTATIVE K I L L I O N : T h e r e was a 

s e c o n d c o m p o n e n t . Premium r e v e n u e may be up, b u t 

you a l s o n e e d t o know what e x p e n s e s -- where 

t h e y ' r e a t as f a r as c l a i m s p a i d . And, you know, I 

can make a f i v e - d o l l a r h o a g i e and s e l l i t f o r f o u r 

d o l l a r s . I c a n make a l o t -- i t l o o k s l i k e I make 

a l o t o f money, b u t I 'm a c t u a l l y l o s i n g money. So 

you n e e d t o c o n s i d e r t h a t . 

And a l s o , you t a l k e d a b o u t t h i s 

w i n d f a l l , maybe i t w i l l be a w i n d f a l l f o r a l l t h e 

i n s u r e r s i n t h e c o m m o n w e a l t h . I d o n ' t know t h a t . 

But I l o o k a t o u r h o s p i t a l s , and you i f went i n and 

t a l k e d t o any o f o u r h o s p i t a l s t o see how w e l l 

t h e y ' r e d o i n g u n d e r t h e M e d i c a i d p l a n , i t ' s t h e s e 

g uys t h a t a r e b a i l i n g them o u t w i t h t h e i r premiums 

t o s u b s i d i z e t h e i r l o s s e s . T h e y ' r e t a k i n g on t h e 

g o v e r n m e n t -- on t h e p a t i e n t s t h a t a r e on t h e 

g o v e r n m e n t p l a n . 

So I - - a nd y o u ' r e sa y i n g l ong t e r m . 
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I hope w e ' l l a l l be f i n e l o n g t e r m , b u t i n t h e 

s h o r t t e r m , where we a r e r i g h t now, t h e y ' r e 

h u r t i n g , and we a r e a s k i n g them t o c o n t i n u e t h i s . 

I t h i n k we a l l n e e d t o work t o g e t h e r . 

The c o n v e r s a t i o n s a r e a b o u t l o o k i n g a t 

t h e p l a n s . You know, I had l e g i s l a t i o n l a s t y e a r 

f o r l i f e p l a n . We o u g h t t o l o o k a t t h e b e n e f i t 

l e v e l s . We o u g h t t o l o o k a t t h e l i s t o f p e o p l e on 

t h e w a i t i n g l i s t . T h e r e a r e p e o p l e on t h a t w a i t i n g 

l i s t t h a t s h o u l d n ' t e v e n be h e r e . T h e y ' v e g o t t e n 

j o b s , b u t we s t i l l c o u n t them on t h e w a i t i n g l i s t . 

I t h i n k we a l l n e e d t o work t o g e t h e r 

on t h a t , b e c a u s e we h a v e t h e same g o a l . We want t o 

k e ep t h e f o r t y - t h o u s a n d p e o p l e t h a t a r e c u r r e n t l y 

on a d u l t B a s i c on a d u l t B a s i c . But I t h i n k i t ' s 

u n f a i r t o j u s t p u t a l l t h a t , j u s t t e l l i n g t h e 

B l u e s , Y o u ' r e g o i n g t o -- we're j u s t g o i n g t o f o r c e 

you t o c o n t i n u e an a g r e e m e n t t h a t you d i d 

v o l u n t a r i l y , now we're g o i n g t o mandate t h a t you do 

t h a t a g r e e m e n t . We n e e d t o go b e y o n d t h a t . 

COMMISSIONER ARIO: R e p r e s e n t a t i v e , 

a g a i n , I want t o e m p h a s i z e and u n d e r s c o r e what you 

s a i d a t t h e end t h e r e , t h a t t h e r e ' s a r e a s o n a b l e 

a r g ument t o l o o k a t e v e r y b o d y s h a r i n g t h e b u r d e n 

h e r e and t a l k i n g a b o u t t h a t . I t h i n k i t ' s 
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i m p o r t a n t . 

On t h e o t h e r i s s u e who's h u r t i n g and 

who's n o t , I t h i n k when J o e F r i c k was h e r e a c o u p l e 

y e a r s ago, he s p o k e t o i t w e l l . He s a i d , My m o t h e r 

t a u g h t me n e v e r t o c o m p l a i n a b o u t b e i n g h u n g r y when 

I h a v e a l o a f o f b r e a d u n d e r my -- i n my a r m . And 

c o m p a r a t i v e l y s p e a k i n g , a g a i n , a l l f o u r B l u e s h a v e 

b r e a d u n d e r t h e i r a r m . 

CHAIRMAN DELUCA: R e p r e s e n t a t i v e 

S h a p i r o . 

REPRESENTATI VE SHAPIRO: Thank y o u , 

M r . C h a i r m a n . 

And welcome, C o m m i s s i o n e r . 

L e t me, b e f o r e I g e t i n t o my 

q u e s t i o n s , j u s t commend y o u . You p l a y e d an 

i n c r e d i b l y i m p o r t a n t r o l e i n t h e n a t i o n a l r e f o r m 

d e b a t e . 

COMMISSIONER ARIO: As d i d y o u . 

REPRESENTATI VE SHAPIRO: W e l l , t h a n k s . 

You b r o u g h t a l o t e x p e r t i s e t o t h e 

t a b l e , and I know P e n n s y l v a n i a ' s b e t t e r o f f f o r i t , 

so t h a n k you f o r y o u r l e a d e r s h i p t h e r e . 

You, I t h i n k , a n s w e r e d most o f my 

q u e s t i o n s , so j u s t s o r t o f r a p i d f i r e , j u s t want t o 

c o n f i r m . A g a i n R e p r e s e n t a t i v e E a c h u s t e s t i f i e d 
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a b o u t a s i x b i l l i o n -- p r e s e n c e o f t h e s i x - b i l l i o n -

d o l l a r s u r p l u s . You i n d i c a t e d t h a t you c o n c u r w i t h 

t h a t number, t h a t i t i s r o u g h l y s i x b i l l i o n 

d o l l a r s . 

COMMISSIONER ARIO: S l i g h t l y o v e r s i x 

b i l l i o n , c o r r e c t . 

REPRESENTATI VE SHAPIRO: And t h e n , i n 

t e r m s o f t h e b e n e f i t p a c k a g e , I a s k e d t h i s q u e s t i o n 

t o Ms. K o c k l e r a b o u t w h e t h e r o r n o t we're b u i l d i n g 

t h i s p r o g r a m on a f o u n d a t i o n t h a t ' s f a u l t y , and t h e 

r e s p o n s e f r o m h e r and t h e o t h e r p a n e l i s t s was t h a t 

p e r h a p s , i n some c a s e s , t h e b e n e f i t s a r e t o o r i c h , 

and we n e e d t o r e l o o k a t t h a t . 

You seemed open t o t h a t i d e a i n y o u r 

t e s t i m o n y . B u t I d o n ' t want t o p u t words i n y o u r 

m o u t h . Can you j u s t maybe a d d r e s s t h a t l i n e o f 

q u e s t i o n s she and I h a d e a r l i e r ? 

COMMISSIONER ARIO: R e p r e s e n t a t i v e , 

w i t h t h e c a v e a t t h a t we d i d j u s t go t h r o u g h an 

e x c r u c i a t i n g s e t o f d i s c u s s i o n s w i t h e a c h o f t h e 

a d u l t B a s i c p a r t i c i p a n t s on c u t t i n g 1 0 p e r c e n t on 

premium by i n c r e a s i n g c o s t s h a r i n g and p u t t i n g some 

c a p s on t h e number o f v i s i t s and so f o r t h , we j u s t 

d i d t h a t t h i s y e a r , and so I k i n d o f s h u d d e r a 

l i t t l e b i t a b o u t t r y i n g t o do m o r e . B u t , y e s , 
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we're a l w a y s open t o t h o s e k i n d s o f i d e a s , i f t h e r e 

a r e good s u g g e s t i o n s t h a t way. 

REPRESENTATI VE SHAPIRO: And t h e n t h e 

l a s t q u e s t i o n , as i t r e l a t e s t o t h e f o r - p r o f i t 

i n s u r e r s , y o u h a d s t a t e d we want p r i v a t e i n s u r e r s 

s e r v i n g t h o s e p e o p l e , and I j u s t want t o make s u r e 

I u n d e r s t o o d c o r r e c t l y t h a t y o u b e l i e v e t h e y s h o u l d 

h a v e some s k i n i n t h e game on t h i s as w e l l , i n 

t e r m s o f p u t t i n g some d o l l a r s f o r t h , r e c o g n i z i n g 

t h e f i n a n c i a l s i t u a t i o n s t h a t t h e y ' r e i n . Do I 

have t h a t c o r r e c t , i n t e r m s o f y o u r v i e w on t h a t ? 

COMMISSIONER ARIO: R e p r e s e n t a t i v e , 

y e s , y o u d o . To g e t t h i r t y m i l l i o n new c u s t o m e r s , 

I t h i n k , d oes i n v o l v e some s k i n i n t h e game on t h e 

p a r t o f t h e i n d u s t r y . And we've s e e n i t , f r a n k l y . 

T h e y ' v e g o t a l o t o f s k i n i n t h e game. And y o u ' v e 

t a l k e d a b o u t some new t a x e s and so f o r t h . 

REPRESENTATI VE SHAPIRO: Yo u ' d be 

ame n a b l e t o an amendment t o t h i s l e g i s l a t i o n , 

p e r h a p s , o r some o t h e r b i l l , t h a t r e q u i r e s them t o 

pay up a l o n g s i d e t h e B l u e s i n o r d e r t o s u s t a i n 

a d u l t B a s i c f o r some p e r i o d o f t i m e ? 

COMMISSIONER ARIO: A g a i n , i f you go 

b a c k t o t h e g o v e r n o r ' s b u d g e t a d d r e s s , i t i n c l u d e d 

l a n g u a g e a b o u t t h e B l u e s and o t h e r i n s u r e r s , and I 
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t h i n k t h a t s t i l l s t a n d s , and we're s t i l l open t o 

t h a t . I mean, I know t h a t ' s s t i l l o p e n . 

REPRESENTATI VE SHAPIRO: Thank y o u f o r 

y o u r t e s t i m o n y . I c o n c u r p a r t i c u l a r l y w i t h t h a t 

l a t t e r p o i n t a t h o u s a n d p e r c e n t . 

Thank y o u . 

Thank y o u , Mr. C h a i r m a n . 

CHAIRMAN DELUCA: R e p r e s e n t a t i v e B o y d . 

REPRESENTATI VE BOYD: Thank y o u , 

M r . C h a i r m a n . 

C o m m i s s i o n e r , c o u p l e o f r e a l q u i c k 

q u e s t i o n s . 

One, t h e g o v e r n o r ' s b u d g e t p r o p o s e d t o 

t a k e more money f r o m t h e t o b a c c o s e t t l e m e n t f u n d s 

t h a t was c l e a r l y i n t e n d e d , f r o m day one, t o be 

d r i v e n i n t o a d u l t B a s i c . We h e a r d t e s t i m o n y 

d r o p p i n g t h a t number f r o m r o u g h l y s e v e n t y - f o u r 

m i l l i o n d o l l a r s , now, i n h i s c u r r e n t b u d g e t , t o 

f i f t e e n . Do y o u t h i n k t h a t ' s an a p p r o p r i a t e 

p r o p o s a l ? 

COMMISSIONER ARIO: R e p r e s e n t a t i v e , 

a g a i n , n o t b e i n g h e r e b a c k t h e n , I c a n ' t s p e a k t o 

t h e c l e a r l y i n t e n d e d p a r t o f y o u r q u e s t i o n . Where 

t h a t money i s g o i n g i s t o t h e m e d i c a l a s s i s t a n c e 

f o r d i s a b l e d w o r k e r s , w h i c h i s an e n t i t l e m e n t 
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p r o g r a m u n d e r t h e M e d i c a i d a l l o t m e n t , and so we 

h a v e t o p r o v i d e t h a t s u p p o r t t o t h a t p r o g r a m u n d e r 

M e d i c a i d o b l i g a t i o n . 

So were we t o t a k e money f r o m t h a t 

p o t , we w o u l d t h e n h a v e t o f i n d a r e p l a c e m e n t f o r 

t h a t , so i t w o u l d be a b i t o f a s h e l l game. So 

i t ' s i n t h a t c o n t e x t , I t h i n k , t h a t you end up w i t h 

t h e d i m i n i s h i n g r e v e n u e t o t h i s p r o g r a m , and i t 

c l e a r l y d o es c r e a t e more s t r e s s on t h i s p r o g r a m , 

b u t I d o n ' t see a g o o d a l t e r n a t i v e , s h o r t o f 

a n o t h e r f u n d i n g s o u r c e f o r t h e d i s a b l e d w o r k e r 

p r o g r a m . 

REPRESENTATIVE BOYD: I n my e i g h t 

y e a r s , I c a n a g r e e w i t h you t h a t b u d g e t p r o c e s s e s 

a r e s h e l l games, b u t w e ' l l go on f r o m t h e r e . 

I w o u l d l i k e i f y ou c o u l d g i v e me a 

r e a l s h o r t a n s w e r t o t h e r e a l q u e s t i o n , t h e 

f u n d a m e n t a l p o l i c y q u e s t i o n t h a t M r . W a r f e l 

d i r e c t e d . I f , i n f a c t , t h e r e ' s B l u e s r e s e r v e s , 

t h o s e B l u e s r e s e r v e s h a v e come f r o m premiums t h a t 

h a v e b e e n p a i d p r i m a r i l y by p r i v a t e s e c t o r 

i n s u r a n c e p l a n s . 

Do you b e l i e v e t h o s e r e s e r v e s a r e 

f u n d a m e n t a l l y -- s h o u l d be d r i v e n b a c k i n premium 

d i s c o u n t s , o r do you b e l i e v e t h a t i t ' s a b e t t e r 
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p o l i c y d e c i s i o n f o r t h e s t a t e t o t a k e them f o r 

o t h e r p u r p o s e s , l i k e f u n d i n g a d u l t B a s i c ? I t ' s a 

f u n d a m e n t a l p o l i c y q u e s t i o n . 

COMMISSIONER ARIO: I t e n d -- i t ' s a 

v e r y g o od, a s t u t e q u e s t i o n , and you c a n a r g u e b o t h 

s i d e s o f i t . I c o u l d a r g u e on b o t h s i d e s o f i t . I 

t e n d t o t h i n k t h e s t r o n g e r s i d e o f t h a t a r g ument i s 

t h a t when we c r e a t e t h e s e l a r g e e n t i t i e s and 

t h e y ' r e n o n p r o f i t s o f t h e s t a t e , t h a t t h e b r o a d e r 

p o p u l o u s has some c l a i m on t h a t money i n a d d i t i o n 

t o t h e s p e c i f i c r a t e p a y e r s . I n t h e r e , t h e y 

b a s i c a l l y g e t p a i d a f a i r r a t e as t h e y were s e t i n 

t h e m a r k e t d u r i n g t h e y e a r s t h a t t h e y p a i d t h e m . 

And t o s a y t h a t , y o u know, t h o s e c l a i m s go -- t h o s e 

r a t e p a y e r s g e t t h o s e c l a i m s w o u l d be t h e same t h i n g 

t o me, k i nd o f t h e same, t h a t , y o u know, t h e 

s h a r e h o l d e r s a r e b e t t i n g on who r a k e d i n some o f 

t h e money t h a t A e t n a c o l l e c t e d f r o m i t s r a t e p a y e r s 

owe t h a t money b a c k i n some f o r m o r f a s h i o n t o t h e 

r a t e p a y e r s , i f t h e r e were t o be some s o r t o f a c t i o n 

l i k e t h a t . 

I t h i n k i t ' s -- p e o p l e pay f a i r r a t e s , 

and, i n g e n e r a l , t h a t money c a n be l o o k e d a t as 

a -- p u t i t t h i s way, i f t h e B l u e s were t o c o n v e r t 

t o f o r - p r o f i t a t some p o i n t , as has h a p p e n e d i n 
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o t h e r s t a t e s , t h e r e w o u l d be -- i f i t w o r k s l i k e 

o t h e r s t a t e s -- we d o n ' t e v e n h a v e a l a w on t h i s 

y e t i n t h i s s t a t e , b u t i f we d i d and i t w o r k e d l i k e 

i t d i d i n o t h e r s t a t e s , t h e r e w o u l d be a p u b l i c 

c l a i m on t h o s e d o l l a r s and a p u b l i c c o n t r i b u t i o n 

and b e n e f i t t h a t were g a i n e d t h r o u g h t h e 

n o n p r o f i t . 

And i t ' s more t h a n j u s t a n o n p r o f i t 

t h i n g , by t h e w a y . I t ' s a c o m b i n a t i o n o f t h i n g s 

t h a t work t h e r e w o u l d go i n t o some k i n d o f p u b l i c 

f o u n d a t i o n . So, i n t h a t r e s p e c t , I l e a n on t h e 

p u b l i c s i de o f t h a t . 

REPRESENTATI VE BOYD: I t h i n k , as we 

move f o r w a r d , p e r h a p s , M r . C h a i r m a n , w i t h , y o u 

know, some -- w i t h some l o o k i n g a t t h i s o v e r a l l 

p r o g r a m , what we end up d o i n g t o p r e s e r v e t h e 

a d u l t B a s i c p r o g r a m , p e r h a p s t h a t w o u l d be s o m e t h i n g 

t h a t w o u l d be a good p a r t o f t h e p o l i c y d i s c u s s i o n 

t h a t may be -- b e c a u s e I t h i n k e v e r y b o d y ' s 

t e s t i f i e d t h a t , no m a t t e r w h a t , premiums a r e g o i n g 

u p . I mean, t h a t ' s -- y ou s a i d t h a t a c o u p l e 

t i m e s . 

And my comment i s , t h a t ' s a p r o b l e m , 

b e c a u s e , c u r r e n t l y , t h e p r i v a t e s e c t o r i s t o t h e 

p o i n t where t h e y c a n n o t c o n t i n u e t o a f f o r d t o pay 
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f o r h e a l t h p remiums, so i f t h e y ' r e g o i n g t o 

c o n t i n u e t o go up, maybe a p a r t o f t h e component t o 

t h i s c o u l d be 50/50, maybe i t w o u l d s p l i t h a l f t h e 

r e v e n u e , i f t h e r e i s a s u r p l u s i n r e s e r v e , h a l f 

t h a t w o u l d go t o a d u l t B a s i c , and maybe some c o u l d 

be d r i v e n b a c k f o r premium r e d u c t i o n . B u t w e ' l l -¬

t h a t ' s s o m e t h i n g t h a t we c a n a t l e a s t t a l k a b o u t . 

And t h e n my l a s t q u e s t i o n i s , one o f 

t h e t h i n g s t h a t I hav e some c o n c e r n a b o u t i s I ' v e 

b een p r o v i d e d some i n f o r m a t i o n t h a t t h e d e p a r t m e n t 

has a c t u a l l y gone o u t and s e n t l e t t e r s t o more 

p e o p l e t o i n v i t e them t o g e t o n t o t h e a d u l t B a s i c 

r o l l s . And I know p e r i o d i c a l l y t h e g o v e r n o r , 

h i s t o r i c a l l y , w o u l d do p r e s s r e l e a s e s and s a y , you 

know, We've opened t o s i x t e e n t h o u s a n d new p e o p l e . 

My -- t h e i n f o r m a t i o n I was p r o v i d e d 

i s , i s t h a t a s i m i l a r o p t i o n was o f f e r e d r e c e n t l y 

i n t h i s f i r s t q u a r t e r o f 20 1 0 f o r f o r t y - s o m e - o d d 

t h o u s a n d p e o p l e . I s t h a t c o r r e c t ? And g i v e n t h e 

c u r r e n t s t r e s s on t h e s y s t e m and t h e f a c t t h a t 

we're i n , p e r h a p s n o t c r i s i s mode y e t , b u t i n a 

v e r y s e r i o u s s i t u a t i o n , why w o u l d we be o f f e r i n g 

f o r more p e o p l e t o g e t o n t o t h a t p r o g r a m when we're 

n o t s u r e we have a f u n d i n g m e c h a n i s m f o r i t i n t h e 

f u t u r e ? 
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COMMISSIONER ARIO: Good q u e s t i o n , 

a g a i n . I n t h e r e s p o n s e t o s e v e r a l l e g i s l a t o r s who 

h a v e s e e n us make t h e s e b u l k o f f e r s p e r i o d i c a l l y 

o v e r t i m e , p e o p l e h a v e s a i d , Why d o n ' t you j u s t 

make a m o n t h l y o f f e r t o keep m o v i n g p e o p l e i n and 

ou t o f t h e p r o g r a m i n a more p e r i o d i c b a s i s ? And 

so we t o o k t h a t t o h e a r t and c h a n g e d t h e p r o g r a m so 

t h a t we w o u l d make m o n t h l y o f f e r s . And we've been 

d o i n g t h a t t h i s y e a r . We've been m a k i n g m o n t h l y 

o f f e r s . 

The g o v e r n o r s a i d i n h i s b u d g e t 

a d d r e s s t h a t he t h o u g h t t h e p r o g r a m s h o u l d be a t 

k i n d o f a h i s t o r i c m i d p o i n t , w h i c h w o u l d be a b o u t 

f i f t y t h o u s a n d . Remember, i t was as h i g h as f i f t y -

s e v e n . B e c a u s e o f a l l t h e b u d g e t i s s u e s l a s t y e a r , 

t h e y d r o p p e d down t o f o r t y . So o u r i n s t r u c t i o n was 

b a s i c a l l y t o make l a r g e r m o n t h l y o f f e r s i n o r d e r t o 

b u i l d t h e p r o g r a m b a c k t o w a r d s f i f t y . T h a t ' s what 

we've been d o i n g . 

I t h i n k we're -- r i g h t now, t o d a y , i f 

we j u s t t o o k a s n a p s h o t , we p r o b a b l y h a v e n ' t 

a c h i e v e d t h a t f u l l f i f t y t h o u s a n d . I f e v e r y t h i n g 

r u n s t h r o u g h t h e s y s t e m , w i t h t h e c u r r e n t o f f e r s , 

we'd p r o b a b l y be up i n t h e f o r t y - s i x , f o r t y - s e v e n , 

f o r t y - e i g h t , somewhere i n t h e r e , r a n g e . So we h a v e 
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i n c r e a s e d t h e p r o g ram so me. 

We're now on m a i n t e n a n c e o f f e r s e a c h 

month, and j u s t m a k i n g an o f f e r enough t o keep t h e 

p r o g r a m l e v e l . I f i t was t h e w i l l o f t h e 

l e g i s l a t u r e and t h e g o v e r n o r t o s a y , We want t h e 

p r o g r a m t o go b a c k down s m a l l e r -- we do l o s e a b o u t 

f i v e h u n d r e d p e o p l e a month t o i l l n e s s , w h a t e v e r , 

c a n ' t a f f o r d e v e n t h e s m a l l premiums, so you c a n 

manage t h e number down o v e r t i m e . You c a n manage 

i t up ove r t ime . 

But t h a t ' s t h e way i n w h i c h i t was 

b a s e d -- and t h e g o v e r n o r was q u i t e p u b l i c a b o u t 

s a y i n g t h a t t h e t a r g e t was t h e f i f t y t h o u s a n d . And 

l a t e l y we've h e a r d o f l o t o f t a l k a b o u t why we were 

d o i n g t h a t , and t h a t ' s a v a l i d i s s u e t o h a v e i n t h e 

l e g i s l a t u r e , b u t i t came f r o m a p u b l i c announcement 

t h a t t h a t ' s what we were g o i n g t o d o . 

REPRESENTATI VE BOYD: Thank y o u , 

M r . C h a i r m a n . 

CHAIRMAN DELUCA: Thank y o u . 

I j u s t want t o b r i n g t o y o u r 

a t t e n t i o n , and we're i n t h e m i d s t o f t r y i n g t o g e t 

some -- g e t some i n f o r m a t i o n , as R e p r e s e n t a t i v e 

B oyd t a l k s a b o u t e m p l o y e r s and c o s t o f h e a l t h c a r e , 

CNN d i d a s t o r y l a s t week, and I d o n ' t know i f 
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y o u ' r e f a m i l i a r w i t h t h a t CNN s t a t e m e n t a b o u t 

h e a l t h c a r e i n P e n n s y l v a n i a and o t h e r s t a t e s . 

COMMISSIONER ARIO: I o n l y w a t c h F o x 

so 

CHAIRMAN DELUCA: W e l l , l e t me s a y 

t h i s -- t h a t ' s why you o n l y w a t c h F o x -¬

COMMISSIONER ARIO: F a i r and b a l a n c e d . 

CHAIRMAN DELUCA: G o o d . F a i r and 

b a l a n c e d . 

What I f i n d a s t o n i s h i n g was t h e f a c t 

t h a t we were s i n g l e d o u t as one o f t h e h i g h e s t c o s t 

f o r h o s p i t a l and p r o f i t m a r g i n s , a h u n d r e d f o r t y -

one p e r c e n t , c o m p a r e d t o M a r y l a n d a t 31 p e r c e n t , 

and we're t r y i n g t o a s c e r t a i n how t h e y g o t t h e 

f i g u r e s , b e c a u s e I f i n d t h a t o u t r a g e o u s . New 

Y o r k ' s h i g h e r t h a n t h a t , t h a n t h e n a t i o n a l a v e r a g e . 

We're h i g h e r t h a n t h e n a t i o n a l a v e r a g e p r o v i d i n g 

f u n d s f o r o u r h o s p i t a l s and t h a t t h e r e , w h i c h h a s 

an i m p a c t on t h e i n s u r e r s , w h i c h c e r t a i n l y -- we 

w i l l be s e n d i n g them a l e t t e r t o f i n d o u t why t h e 

c o s t i s so h i g h i n P e n n s y l v a n i a c o m p a r e d t o o t h e r 

s t a t e s . And t h a t ' s a h o r r i f i c f i g u r e , a h u n d r e d 

f o r t y - o n e p e r c e n t p r o f i t m a r g i n f o r a h o s p i t a l . 

COMMISSIONER ARIO: M r . C h a i r m a n , I 

t h i n k what y o u ' l l f i n d i n t h e h o s p i t a l s h e r e , as we 
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f i n d and compare t o O r e g o n and c o m p a r e d t o what I 

know a b o u t o t h e r s t a t e s , i s we h a v e a more 

p r o n o u n c e d k i n d o f t a l e o f r i c h and p o o r i n t h i s 

s t a t e t h a n most s t a t e s . So you t a k e some o f t h e 

l a r g e u r b a n h o s p i t a l s , t h e y do q u i t e w e l l i n t h e 

s t a t e , p r o b a b l y s i g n i f i c a n t l y b e t t e r t h a n t h e 

a v e r a g e a c r o s s t h e c o u n t r y . Then you go i n t o some 

of t h e r u r a l p a r t s o f t h e s t a t e , and we h a v e some 

of t h e r e a l l y t o u g h s i t u a t i o n s as w e l l . 

Now, e v e r y s t a t e has some o f t h a t k i n d 

o f t h i n g . I t h i n k i t ' s more p r o n o u n c e d i n t h i s 

s t a t e . 

CHAIRMAN DELUCA: B u t i t was -- you 

k n o w , i t was eye o p e n i n g t o f i n d o u t t h a t we were 

s i n g l e d o u t on t h e CNN h e a l t h c a r e news r e p o r t . 

T h ank y o u . And t h a n k y o u . We l o o k 

f o r w a r d t o w o r k i n g w i t h y o u , C o m m i s s i o n e r . 

COMMISSIONER ARIO: Thank y o u . 

CHAIRMAN DELUCA: L a s t p a n e l we h a v e , 

and t h e n we c e r t a i n l y a p o l o g i z e t o them f o r t h e 

t i m e , b u t we t h a n k them f o r c o m i n g , and t h a t ' s 

S h a r o n W a r d , d i r e c t o r o f P e n n s y l v a n i a B u d g e t and 

P o l i c y C e n t e r ; R i c h a r d W e i s h a u p t , s e n i o r c o u n s e l o f 

Community L e g a l S e r v i c e ; and K i m W a r d , c o n s u m e r , 

a d u l t B a s i c w a i t i n g l i s t . 



121 

Welcome. Thank y o u f o r t a k i n g t h e 

t i m e t o come o u t h e r e t h i s m o r n i n g , and e v e n t h o u g h 

we're a l i t t l e l a t e f o r y o u , we t h a n k y o u f o r 

s t a y i n g i n t h e r e . 

Who w o u l d l i k e t o s t a r t o f f ? 

MS. WARD: Good m o r n i n g . Thank y o u , 

C h a i r m a n D eLuca and C h a i r m a n M i c o z z i e and members 

o f t h e c o m m i t t e e , f o r i n v i t i n g us h e r e t o d a y and 

f o r h a v i n g a p a n e l o f c o n s u m e r s . 

I do want t o s a y t h a t o u r t h i r d 

p a n e l i s t , whose name i s K e l l y Amos, a c t u a l l y -¬

t h a t was t h e wrong name on t h e agenda -- h a d a 

d o c t o r ' s a p p o i n t m e n t and she h a d t o l e a v e . 

I n t h e i n t e r e s t o f t i m e , what I t h i n k 

I'm g o i n g t o do i s t o n o t r e a d my t e s t i m o n y , b u t I 

j u s t want t o h i t upon some key p o i n t s . And what I 

want t o do i s t o draw y o u back t o r e m i n d t h e 

c o m m i t t e e a b o u t why we have t h i s p r o g r a m i n t h e 

f i r s t p l a c e . 

So I do want t o t h a n k y o u f o r i n v i t i n g 

us h e r e t o d a y , and h e r e w i t h t h e P e n n s y l v a n i a 

B u d g e t and P o l i c y C e n t e r . We're a l s o a 

p a r t i c i p a t i n g member o f t h e P e n n s y l v a n i a H e a l t h 

A c c e s s N e t w o r k , and t h e r e a r e a b o u t f i f t e e n p e o p l e 

f r o m a r o u n d t h e s t a t e f r o m a g r o u p who a r e h e r e 
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t o d a y . 

We hav e a d u l t B a s i c b e c a u s e o f 

a f f o r d a b l e h e a l t h i n s u r a n c e h a s been v e r y d i f f i c u l t 

t o f i n d f o r many P e n n s y l v a n i a n s . P r e m i u m c o s t s 

h a v e i n c r e a s e d w e l l i n e x c e s s o f i n f l a t i o n and 

w a g e s , as you w e l l know. B u t P e n n s y l v a n i a h a s been 

p a r t i c u l a r l y a c u t e . 

P e n n s y l v a n i a r a n k e d s e c o n d n a t i o n a l l y 

i n t h a t l a r g e s t number o f p e o p l e who have l o s t 

e m p l o y m e n t - b a s e d c o v e r a g e . A l m o s t s e v e n h u n d r e d 

t h o u s a n d p e o p l e h a v e l o s t e m p l o y m e n t - b a s e d c o v e r a g e 

i n P e n n s y l v a n i a d u r i n g t h e l a s t d e c a d e . We're 

s e c o n d o n l y t o M i c h i g a n . We're w e l l above 

C a l i f o r n i a . We're w e l l above New Y o r k . We have a 

p a r t i c u l a r l y b ad p r o b l e m h e r e i n P e n n s y l v a n i a . 

A c c o r d i n g t o t h e D e p a r t m e n t o f 

I n s u r a n c e , 8 .2 p e r c e n t o f r e s i d e n t s , a b o u t one 

m i l l i o n , i n c l u d i n g e i g h t h u n d r e d e i g h t y t h o u s a n d 

w o r k i n g age p e o p l e , h a v e no h e a l t h i n s u r a n c e . And 

t h a t was i n 200 8. We e x p e c t t h a t number i s g o i n g 

t o i n c r e a s e s i g n i f i c a n t l y b e c a u s e o f t h e 

r e c e s s i o n . 

One o f t h e i s s u e s t h a t came up t o d a y 

was a r o u n d t h e i s s u e o f a d u l t B a s i c and t h e 

Community H e a l t h R e i n v e s t m e n t A g r e e m e n t s and what 
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s t e p s t h e g e n e r a l a s s e m b l y and a d m i n i s t r a t i o n h a v e 

t a k e n t o t r y t o a d d r e s s t h i s p r e v i o u s l y . W e l l , I 

want t o s a y t h a t t h i s g e n e r a l a s s e m b l y has 

e n t e r t a i n e d , f o r a t l e a s t two y e a r s , a d m i n i s t r a t i v e 

p r o p o s a l s t o a d d r e s s t h e g r o w i n g number o f 

u n i n s u r e d i n P e n n s y l v a n i a . T h a t was t h r o u g h t h e 

C o v e r A l l P e n n s y l v a n i a n s p r o p o s a l , t h e a c c e s s t o 

b e a r p r o p o s a l t h a t R e p r e s e n t a t i v e E a c h u s i n t r o d u c e d 

l a s t y e a r . 

Those p r o g r a m s w o u l d h a v e b o t h 

i m p r o v e d t h e b e n e f i t s , b e c a u s e t h e a d u l t B a s i c 

p a c k a g e , u n l i k e what y o u ' v e h e a r d h e r e t o d a y , i s 

n o t a r i c h b e n e f i t p a c k a g e . I t d o e s n o t i n c l u d e 

p r e s c r i p t i o n d r u g s . I t d o e s n o t i n c l u d e b e h a v i o r a l 

h e a l t h c o v e r a g e . I n f a c t , t h o s e c h a n g e s w o u l d h a v e 

n e e d e d t o h a v e b e e n made f o r t h e a d u l t B a s i c p r o g r a m 

t o become f e d e r a l i z e d . 

A p l a n h a d b e e n e n a c t e d i n 20 0 7 t o 

p r o v i d e s t a b l e s t a t e f u n d i n g and t o draw down 

f e d e r a l M e d i c a i d f u n d s f o r a d u l t B a s i c , i n 200 7, and 

h a v e b e e n p r o p o s e d . We w o u l d h a v e b r o u g h t i n a 

number -- d e p e n d i n g on how much P e n n s y l v a n i a w o u l d 

h a v e p u t i n , h u n d r e d s o f m i l l i o n o f d o l l a r s i n 

a d d i t i o n a l f e d e r a l f u n d s . We w o u l d h a v e b e e n a b l e 

t o s t a b i l i z e d t h e p r o g r a m . We w o u l d h a v e b e e n a b l e 
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t o s e r v e more p e o p l e . 

So we a r e n o t a s k i n g f o r an e x p a n s i o n . 

We're n o t a s k i n g f o r you t o t a k e any a d d i t i o n a l 

s t e p s t o c o v e r more p e o p l e . We're s i m p l y a s k i n g 

you t o t a k e t h e s t e p s t o k e e p t h e p e o p l e who 

d e s p e r a t e l y n e ed c o v e r a g e c o v e r e d t o d a y . 

I a l s o want t o a d d r e s s a n o t h e r i s s u e 

t h a t comes up a l o t . Two t h i n g s . F i r s t , t h e l a c k 

o f h e a l t h i n s u r a n c e c o v e r a g e i s as much a r u r a l 

p r o b l e m as an u r b a n o n e . T h e r e ' s a l w a y s a myth 

t h a t a l l t h e u n i n s u r e d p e o p l e l i v e i n c i t i e s . 

T h a t ' s n o t t h e c a s e . 

A c c o r d i n g t o , a g a i n , t h e D e p a r t m e n t o f 

I n s u r a n c e s u r v e y , r e s i d e n t s o f t h e n o r t h e a s t and 

n o r t h c e n t r a l r e g i o n h a v e t h e h i g h e s t p r o p o r t i o n s 

o f u n i n s u r a n c e , w e l l above t h e s t a t e a v e r a g e . 

Twenty p e r c e n t o r more o f t h e r e s i d e n t s o f U n i o n , 

M c K e a n , and B e d f o r d C o u n t y were u n i n s u r e d i n 20 0 8 , 

and 17 p e r c e n t o f t h e r e s i d e n t s o f P o t t e r , Wayne, 

and S u s q u e h a n n a C o u n t i e s , and t h e same s h a r e o f t h e 

p o p u l a t i o n i s u n i n s u r e d i n J e f f e r s o n and Venango 

C o u n t i e s as i n P h i l a d e l p h i a C o u n t y . 

The o t h e r t h i n g y o u need t o r e a l i z e 

t h a t a d u l t B a s i c i s a w e l l - e s t a b l i s h e d p r o g r a m . The 

m e c h a n i c s a r e t h e r e . We want t o k e e p i t i n p l a c e . 
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I t s e r v e s a b o u t f o r t y t h o u s a n d i n P e n n s y l v a n i a who 

a r e e n r o l l e d t h i s -- i n A p r i l o f t h i s y e a r , and 

t h e y r a n g e a c r o s s t h e s t a t e . 

We h a v e a map, w h i c h I p r o b a b l y d i d n ' t 

s h a r e w i t h y o u , t h a t shows t h e e n r o l l m e n t o f 

a d u l t B a s i c and t h e w a i t i n g l i s t as o f M a r c h . And 

t h e r e a r e p e o p l e e n r o l l e d i n e v e r y c o u n t y i n 

P e n n s y l v a n i a . 

And a l t h o u g h t h e p r o g r a m e n r o l l s o n l y 

a s mal l p e r c e n t a g e o f t h e t o t a l p o p u l a t i o n o f 

w o r k i n g age a d u l t s , a b o u t h a l f a p e r c e n t s t a t e w i d e , 

i t ' s more t h a n t h a t , d o u b l e t h a t , i n e l e v e n 

c o u n t i e s , i n c l u d i n g B e d f o r d , P o t t e r , S o m e r s e t , 

C l e a r f i e l d , S u s q u e h a n n a , S u l l i v a n , T i o g a , some o f 

o u r most r u r a l c o u n t i e s . 

A d u l t B a s i c i s t h e i n s u r a n c e s o u r c e f o r 

p e o p l e who d o n ' t q u a l i f y f o r o t h e r p u b l i c p r o g r a m s 

and t h e y c a n ' t a f f o r d h e a l t h i n s u r a n c e on t h e i r 

own. T h i s i n c l u d e s c h i l d l e s s a d u l t s w i t h o u t a 

d i s a b i l i t y -- t h e y ' r e n o t e l i g i b l e f o r m e d i c a l 

a s s i s t a n c e -- and w o r k i n g p a r e n t s , once t h e y g e t a 

j o b and t h e i r i n c o m e i s 25 p e r c e n t o f t h e f e d e r a l 

p o v e r t y l e v e l . I t ' s a l s o t h e o n l y p r o g r a m t h a t 

e x i s t s f o r p e o p l e b e t w e e n a h u n d r e d and 20 0 p e r c e n t 

o f t h e f e d e r a l p o v e r t y l e v e l , and t h a t i s t h e g r o u p 
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who's most l i k e l y t o be u n i n s u r e d . 

We c a n g i ve you numbers and 

s t a t i s t i c s , b u t t o u n d e r s t a n d who d o e s n ' t h a v e 

h e a l t h i n s u r a n c e i n P e n n s y l v a n i a and who i s s e r v e d 

by t h i s p r o g r a m , I ' d ask you t o t a k e a l o o k a t t h e 

p e o p l e who a r e c a r i n g f o r o u r p a r e n t s and c a r i n g 

f o r o u r c h i l d r e n . L o o k a t t h e p e o p l e who a r e a t 

t h e S h e e t z e v e r y day, g i v i n g us o u r c o f f e e . 

These a r e p e o p l e who a r e s t u c k i n t h e 

m i d d l e . They t o i l away a t j o b s t h a t d o n ' t pay 

enough t o g i v e them t h e o p p o r t u n i t y t o a f f o r d 

i n s u r a n c e o r t h e i r e m p l o y e r s a r e n ' t o f f e r i n g 

i n s u r a n c e a t a l l . And many o f them ha v e 

p r e e x i s t i n g c o n d i t i o n s . 

And as we s o u g h t t o r e c o v e r s t o r i e s 

f r o m p e o p l e who a r e on a d u l t B a s i c o r on t h e 

a d u l t B a s i c w a i t i n g l i s t , t h e s e a r e p e o p l e who h a v e 

been e x c l u d e d by o u r h e a l t h i n s u r a n c e c o m p a n i e s 

b e c a u s e o f o u r t e r r i b l e c onsumer p r o t e c t i o n s i n o u r 

r e g u l a t o r y s y s t e m . They h a v e p r e - e x i s t i n g 

c o n d i t i o n s , and t h e i r o n l y o p t i o n has been t o 

p u r c h a s e i n s u r a n c e on an i n d i v i d u a l m a r k e t , w h i c h 

i s v e r y , v e r y e x p e n s i v e . 

L e t me draw y o u r a t t e n t i o n t o t h e 

a t t a c h m e n t two on my t e s t i m o n y . T h e r e a r e a number 
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of s t o r i e s t h e r e t h a t I t h o u g h t we s h o u l d s h a r e . 

Of c o u r s e , I need t o f i n d them m y s e l f now. B u t l e t 

me -- l e t me a d d r e s s M a r r y H o l l i s , who's a 

c e r t i f i e d n u r s e and m i d w i f e i n B r o o k v i l l e , 

P e n n s y l v a n i a , who a p p l i e d f o r a d u l t B a s i c and s p e n t 

two y e a r s on t h e w a s t i n g l i s t , and who c l a i m s t h a t 

t h e p r o g r a m s a v e d h e r l i f e , n o t once b u t many 

t i m e s . 

She was -- s he has numerous h e a l t h 

p r o b l e m s . The c h e a p e s t i n s u r a n c e she c o u l d f i n d 

was f i v e h u n d r e d d o l l a r s p e r month, and she c l a i m s 

t h a t when she c a l l e d a r o u n d t o f i n d i n d i v i d u a l 

i n s u r a n c e , she was hung up on by i n s u r a n c e a g e n t s , 

a f t e r m e n t i o n i n g t h a t she had a p r e e x i s t i n g 

c o n d i t i o n . 

W e l l , s h e ' s an i n d i v i d u a l . S h e ' s n o t 

a c h a r i t y , b u t she has t a k e n h e r a c c e s s t o a p u b l i c 

p r o g r a m and t u r n s t h a t t o a p u b l i c b e n e f i t . She 

s t a r t e d a f r e e c l i n i c t o g i v e c a r e t o p r e g n a n t 

women and t e e n a g e r s on a s l i d i n g s c a l e . And she 

s a y s , P l e a s e , h e l p us who f a l l t h r o u g h t h e c r a c k s . 

K a t h y D a b a n i a n , f r o m S e l l e r s v i l l e , 

P e n n s y l v a n i a , h a s been d i a g n o s e d w i t h Lyme d i s e a s e 

and a l m o s t d i e d , and a d u l t B a s i c s a v e d h e r . 

And, a g a i n , we have h e a r d t h i s o v e r 
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and o v e r a g a i n , t h a t p e o p l e g o t on t h e a d u l t B a s i c 

p r o g r a m , and t h e i r l i v e s w ere s a v e d b e c a u s e t h e y 

had a c c e s s t o c a r e t h a t e n a b l e d them -- t h e i r 

c l i n i c i a n s t o d i a g n o s i s p r o b l e m s t h a t were s e v e r e 

and t h ey wer e a b l e t o be t r e a t e d . 

F i n a l l y , we h a v e V i o l a S c h e u r e r . H e r 

s t o r y come t o us f r o m o u t o f t h e c l i n i c a l d i r e c t o r 

o f h e a l t h c e n t e r number t e n i n P h i l a d e l p h i a . She 

had a s m a l l amount o f b l o o d i n h e r u r i n e , and 

when -- she was a b l e , b e c a u s e o f h e r i n s u r a n c e 

c o v e r a g e , t o g e t an exam t h a t showed a t p r e s e n c e o f 

a l a r g e t umor i n t h e b l a d d e r t h a t was c a n c e r o u s . 

A g a i n , a n o t h e r p e r s o n who was s a v e d by t h i s 

p r o g r a m . 

So I w o u l d u r g e you t o do e v e r y t h i n g 

t h a t y o u c a n t o s a v e i t and t o e n s u r e t h a t we 

c o n t i n u e t h i s c o v e r a g e . A g a i n , t h e f e d e r a l 

h e a l t h c a r e r e f o r m w i l l k i c k i n i n J a n u a r y 2014. 

T h e r e w i l l be e x p a n d e d o p p o r t u n i t i e s f o r t h e 

m e d i c a l a s s i s t a n c e p r o g r a m , w h i c h t h e f e d e r a l 

g o v e r n m e n t w i l l pay 1 0 0 p e r c e n t f o r , f o r t h e f i r s t 

f o u r y e a r s . 

T h e r e w i l l be h e a l t h i n s u r a n c e 

e x c h a n g e s f o r i n d i v i d u a l s and s m a l l b u s i n e s s e s t o 

f i n d i n s u r a n c e where t h e r e i s c o m p e t i t i o n , r e a l 
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c o m p e t i t i o n among i n s u r e r s . T h i s s y s t e m h a s w o r k e d 

i n Mas s a c h u s e t t s . The number o f p e o p l e t h a t 

h a v e -- t h a t a r e u n i n s u r e d has gone down 

d r a m a t i c a l l y , and t h e number o f b u s i n e s s e s b u y i n g 

i n s u r a n c e h a s gone u p . So we've g o t t o g e t f r o m 

h e r e t o t h e r e . 

So l e t me t a ke -- l e t me t a ke j u s t a 

c o u p l e o f m i n u t e s t o t a l k a l i t t l e b i t a b o u t t h e 

Community H e a l t h R e i n v e s t m e n t A g r e e m e n t . What 

we've h e a r d o v e r and o v e r a g a i n was an a t t e m p t t o 

l i n k Communi t y H e a l t h R e i n v e s t m e n t A g r e e m e n t t o t h e 

a d u l t B a s i c p r o g r a m , and I want t o t e l l y ou t h a t i s 

a f a l s e l i n k . T h a t i s n o t how we g o t h e r e t o d a y . 

The Community H e a l t h R e i n v e s t m e n t 

A g r e e m e n t s were -- were n e g o t i a t e d i n r e s p o n s e t o 

what was a f i v e - y e a r p u b l i c o u t c r y o v e r t h e l a r g e 

s u r p l u s e s t h a t were amas s e d by t h e n o n p r o f i t 

B l u e s . T h a t was n o t j u s t an i s s u e h e r e i n 

P e n n s y l v a n i a , t h a t o c c u r r e d a c r o s s t h e c o u n t r y . 

And w i t h -- w i t h t h e i r s u r p l u s e s , many o f t h e 

n o n p r o f i t B l u e s d e c i d e d t h e y were g o i n g t o t a k e 

t h e i r money and r u n and move t o -- and f u l l y 

c o n v e r t t o f o r - p r o f i t s . They n e e d e d l e g i s l a t i v e 

a p p r o v a l t o do t h a t o r i n s u r a n c e d e p a r t m e n t 

a p p r o v a l t o do t h a t . 
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I n many s t a t e s , t h e r e was an e f f o r t 

t o -- i t c r e a t e d a d i a l o g u e a b o u t w h a t ' s p r i v a t e 

and w h a t ' s p u b l i c and how much i s owed t o t h e 

p u b l i c b e c a u s e o f t h e n o n p r o f i t s t a t u s t h a t was 

g i v e n t o t h e s e o r g a n i z a t i o n s , t h e s t a t u t e h e r e i n 

P e n n s y l v a n i a . What -- how much o f t h a t was b e n e f i t 

t h a t was owed t o t h e p u b l i c ? 

I n C a l i f o r n i a, t h e y t o o k t h e a s s e t s 

and t h e y c o n v e r t e d them t o a p r i v a t e f o u n d a t i o n . 

And i n New Y o r k and W i s c o n s i n , t h e y t o o k t h e a s s e t s 

and t h e s t a t e u s e d t h a t money t o p r o v i d e h e a l t h 

i n s u r a n c e . I t was c o n s i d e r e d w i d e l y t o be p u b l i c 

b e n e f i t t h a t s h o u l d h a v e been c o l l e c t e d and a c c r u e d 

t o -- f o r p u b l i c u s e s . 

The n o n p r o f i t c o n v e r s i o n s t o p p e d , i n 

p a r t , b e c a u s e t h e y were no l o n g e r a l l o w e d , many 

i n s u r a n c e d e p a r t m e n t s d e c i d e d t o oppo s e them, and 

p e r h a p s t h a t w a s n ' t e x a c t l y t h e a p p r o a c h t h a t t h e 

n o n p r o f i t B l u e s f o u n d most a d v a n t a g e o u s t o t h e m . 

B u t h e r e i n P e n n s y l v a n i a , t h e r e was a 

c l a s s a c t i o n s u i t f i l e d a g a i n s t a l l f o u r B l u e C r o s s 

p l a n s by s m a l l e m p l o y e r s , c o m p l a i n i n g a b o u t t h e 

s i z e o f t h e s u r p l u s e s . I n 2003, t h e i n s u r a n c e 

d e p a r t m e n t , u n d e r p r e s s u r e f r o m l a r g e and s m a l l 

e m p l o y e r s a b o u t t h o s e s u r p l u s e s , began t o deny r a t e 
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i n c r e a s e s f o r t he B l u e s . 

And a f t e r t h a t , t h e Community H e a l t h 

R e i n v e s t m e n t A g r e e m e n t s began t o be n e g o t i a t e d . 

T h e r e were a l o t o f o t h e r s t e p s i n t o b e t w e e n , b u t 

l e t me j u s t p o i n t you t o a n o t h e r c h r o n o l o g y . 

A c t u a l l y , i t w a s n ' t -- w e l l i n t o 200 4 t h a t a n ybody 

t a l k e d a b o u t r e c a p t u r i n g some o f t h e B l u e s s u r p l u s 

money f o r a d u l t B a s i c . T h a t was n o t o f t h e 

c o n v e r s a t i o n p r i o r t o t h a t . 

And i n 20 05, t h e g o v e r n o r a n n o u n c e d 

t h e s i g n i n g o f t h e a g r e e m e n t , t h e Community H e a l t h 

R e i n v e s t m e n t . And two d a y s l a t e r , t h e i n s u r a n c e 

commis s i o n e r r e l e a s e d a d e t e r m i n a t i o n by t h e 

P e n n s y l v a n i a i n s u r a n c e d e p a r t m e n t t h a t t h e p l a n s 

d i d n o t have e x c e s s s u r p l u s e s . Two d a y s l a t e r . 

S h o r t l y a f t e r t h a t , two o r t h r e e 

months a f t e r t h a t , t h e i n s u r a n c e d e p a r t m e n t began 

r e v i e w i n g and a p p r o v i n g t h e B l u e s r a t e h i k e s . 

So t h i s h as been, f r o m t h e b e g i n n i n g , 

a b o u t -- and i t s a d i a l o g u e t h a t n e e d s t o 

c o n t i n u e -- a b o u t what t h e a p p r o p r i a t e r a t e o f 

s u r p l u s i s , who do t h e y b e l o n g t o . 

I a g r e e w i t h C o m m i s s i o n e r A r i o t h a t 

t h e r e i s a s t r o n g h i s t o r y , b e c a u s e o f t h e 

c o n s t i t u t i o n a l and s t a t u t o r y p r e f e r e n c e t h a t i s 
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g i v e n t o t h e n o n p r o f i t B l u e s , t o have some o f t h a t 

c a p t u r e d f o r p u b l i c u s e . B u t , c e r t a i n l y , as a 

n o n p r o f i t and s m a l l b u s i n e s s , we a l l p a y . We pay 

v e r y h i g h i n s u r a n c e p r e m i u m s . And, c e r t a i n l y , a 

b a l a n c e n e e d s t o be r e a c h e d a b o u t t h e a p p r o p r i a t e 

l e v e l o f t h o s e s u r p l u s e s . 

So b e f o r e I l e a v e , l e t me j u s t s a y two 

t h i n g s . T h e r e ' s p r e c e d e n t i n P e n n s y l v a n i a f o r a 

premium a s s e s s m e n t on n o n p r o f i t B l u e s . The f i r s t 

one was -- was a s s e s s e d as p a r t o f t h e a g r e e m e n t on 

t h e m e r g e r i n 1 996 t h a t c r e a t e d H i g h m a r k . T h e r e 

was a 1 .2 p e r c e n t a s s e s s m e n t on t h e premiums t h a t 

was p a r t o f t h a t m e r g e r a p p r o v a l . 

And t h e n , t h e o t h e r t h i n g I want t o do 

i s , i f y o u l o o k a t t h e t h i r d a t t a c h m e n t o f my 

t e s t i m o n y , what I have f o r you i s some i n f o r m a t i o n 

on t h e B l u e s b u s i n e s s e s . And I u r g e y o u t o t a k e a 

l o o k a t t h a t . And I w i l l l o o k a t i t m y s e l f , i f I 

c o u l d f i n d i t . B u t l e t me -- I'm t r y i n g t o r u s h 

t h r o u g h h e r e . 

T h e r e i s an u n d e r l y i n g i s s u e o f 

s u r p l u s e s . The B l u e C r o s s p r o v i d e r s a r e l a r g e , 

c o m p l e x , and t h e y ' r e p r o f i t a b l e . A t t a c h m e n t t h r e e , 

l o o k a t t h e p r o f i t and s u r p l u s i n f o r m a t i o n f o r I BC 

and H i g h m a r k f o r 2004 t o 2007. A g a i n , we're n o t 
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b e i n g s e l e c t i v e h e r e . T h a t ' s a l l t h e i n f o r m a t i o n 

t h a t we h a v e h a p p e n t o h a v e c o l l e c t e d a t t h a t t i m e , 

and i t was w h i l e t h e m e r g e r d i s c u s s i o n s were g o i n g 

on . 

T h e y ' r e v e r y c o m p l e x c o m p a n i e s . 

I n d e p e n d e n c e B l u e C r o s s has t h i r t y - f i v e a f f i l i a t e d 

c o m p a n i e s i n t h r e e s t a t e s . T h e i r n o n p r o f i t 

b u s i n e s s i s a v e r y s m a l l s h a r e o f t h a t c o n s o l i d a t e d 

c ompany. S i x t e e n m i l l i o n o f a h u n d r e d s e v e n t y - t w o 

m i l l i o n d o l l a r s book o f b u s i n e s s . T h e i r n e t 

i n c o m e p e r member p e r month was f o u r t e e n d o l l a r s 

and s i x t y - f i v e c e n t s , and t h e y had 1.5 b i l l i o n i n 

r e t a i n e d e a r n i n g s on t h e n o n p r o f i t s i d e and 1 .7 

b i l l i o n i n t h e c o n s o l i d a t e d company. 

H i g h m a r k i s a b i g g e r company. They 

h a v e f o r t y - t w o s u b s i d i a r i e s i n s e v e r a l s t a t e s , and 

t h e y do a g r e a t e r s h a r e o f b u s i n e s s t h r o u g h t h e i r 

n o n p r o f i t . T h e i r n e t i n c o m e p e r member was much -¬

was l o w e r t h a n I n d e p e n d e n c e B l u e C r o s s . I t 

a c t u a l l y grew s u b s t a n t i a l l y i n 20 0 7 . The r e t a i n e d 

e a r n i n g s on t h e n o n p r o f i t s i d e were 3.5 b i l l i o n 

d o l l a r s and 3.9 b i l l i o n d o l l a r s f o r t h e 

c o n s o l i d a t e d company. 

T h e r e ' s -- some have a r g u e d t h a t we've 

had a f o r - p r o f i t c o n v e r s i o n i n P e n n s y l v a n i a by 
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f i a t , e s s e n t i a l l y , t h a t t h e B l u e s h a v e moved more 

of t h e i r b u s i n e s s i n t o t h e f o r - p r o f i t s i d e . 

C e r t a i n l y t h e y were e n c o u r a g e d t o do t h a t on t h e 

M e d i c a i d managed c a r e s i d e b e c a u s e i t e n a b l e d them 

t h e n t o a s s e s s -- e n a b l e d a s s e s s m e n t s t o be l e v i e d 

t h a t h e l p e d t o draw down a d d i t i o n a l f e d e r a l 

M e d i c a i d d o l l a r s . 

C o m m i s s i o n e r A r i o was r i g h t . The 

i n s u r a n c e c o m p a n i e s a r e -- s t a n d t o b e n e f i t 

t r e m e n d o u s l y f r o m f e d e r a l h e a l t h c a r e r e f o r m . They 

ha v e a l m o s t 70 p e r c e n t o f t h e b u s i n e s s h e r e i n 

P e n n s y l v a n i a . 

You d i d n o t see H a r r y and L o u i s e i n 

t h i s y e a r ' s f e d e r a l h e a l t h c a r e r e f o r m d e b a t e 

b e c a u s e t h e i n s u r a n c e c o m p a n i e s were s u p p o r t i n g t h e 

f e d e r a l h e a l t h c a r e r e f o r m b e c a u s e i t i s e x p a n d i n g 

t h e i r c u s t o m e r b a s e . 

Much o f t h e new b u s i n e s s w i l l be f r o m 

y o u n g e r and h e a l t h i e r i n d i v i d u a l s . T h e y ' r e g o i n g 

t o be l e s s c o s t l y . And t h e new r u l e s a r o u n d 

r e s t r i c t i n g r a t i n g , r e s t r i c t i n g e x c l u s i o n s b a s e d on 

p r e e x i s t i n g c o n d i t i o n s a r e a c t u a l l y g o i n g t o a f f e c t 

t h e f o r - p r o f i t s more t h a n -- t h e p r i v a t e i n s u r e r s 

more t h a n t h e B l u e s and so t h e y s h o u l d b e n e f i t 

s u b s t a n t i a l l y . 
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B u t why do we want t o do t h i s ? Why 

s h o u l d we do t h i s a t a l l ? H e a l t h i n s u r a n c e 

c o v e r a g e r e d u c e s h e a l t h c a r e c o s t s , p r o v i d e s s t a b l e 

f u n d i n g f o r h e a l t h c l i n i c s and h o s p i t a l s and i t 

s a v e s l i v e s . 

We u r g e y o u t o f i n d t h e way n o t t o 

have a t e m p o r a r y e x t e n s i o n o f t h i s . D o n 't l e t t h e 

p r o g r a m j u s t a t t r i t i n t o o b l i v i o n , w h i c h i s what we 

f e a r i f e n r o l l m e n t s t o p s . B u t we u r g e you now, 

w h i l e you c a n -- and we have g r e a t t r u s t i n y o u r 

j u d g m e n t h e r e -- f i n d a s o l u t i o n t h a t w i l l e n a b l e 

t h e s e i n d i v i d u a l s t o m a i n t a i n t h e i r h e a l t h 

i n s u r a n c e . D o n't make t h e p r o b l e m w o r s e t h i s 

y e a r . 

Tha nk y o u . 

MR. WEISHAUPT: Thank y o u , 

M r . C h a i r m a n . 

I , t o o , w i l l d e p a r t f r o m my w r i t t e n 

c omments. I 'm s u r e y o u c a n r e a d them y o u r s e l f . 

I j u s t want t o say a few t h i n g s and 

a d d r e s s some o f t h e q u e s t i o n s t h a t v a r i o u s members 

o f t h e c o m m i t t e e h a v e h a d . 

One q u e s t i o n w a s , w e l l , what i s 

e x a c t l y t h e n a t u r e o f y o u r -- o f t h e B l u e s ' 

n o n p r o f i t s t a t u s . T h e y ' r e a c t u a l l y c o n s i d e r e d --
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t h i s a q u o t e f r o m an o l d l a w -- i n s t i t u t i o n s o f 

p u r e l y p u b l i c c h a r i t y , w h i c h g i v e s them l i m i t e d t a x 

e x e m p t i o n s . A n d , by t h e way, g i v e s them t a x 

e x e m p t i o n s f o r l o c a l i t i e s . 

Now, some l o c a l i t i e s do c h a r g e 

p a y m e n t s i n l i e u o f t a x e s , b u t i t ' s n o t c o m p l e t e l y 

c l e a r t h a t t h o s e p a y m e n t s were a c t u a l l y t h e same as 

what w o u l d be c h a r g e d t o f o r - p r o f i t e n t i t i e s . 

Now, i n o r d e r t o q u a l i f y as a p u r e l y 

p u b l i c c h a r i t y , an i n s t i t u t i o n must do s e v e r a l 

t h i n g s . They must ha v e a c h a r i t a b l e p u r p o s e . They 

must r e n d e r s u b s t a n t i a l p o r t i o n s o f t h e i r s e r v i c e s 

f o r f r e e o r g r e a t l y r e d u c e d s u b s i d i z ed p r i c e s and 

r e l i e v e t h e g o v e r n m e n t o f some o f i t s b u r d e n s . 

T h a t ' s e x a c t l y what t h e CHR d i d . The 

CHR came a b o u t as a r e s u l t n o t o f a p u r e l y 

v o l u n t a r y move by t h e B l u e s , a l t h o u g h we a p p l a u d 

them f o r s i g n i n g t h e a g r e e m e n t , b u t t h e r e were a 

number o f c h a l l e n g e s , i n c l u d i n g t h e c h a l l e n g e 

b r o u g h t by f o u r t e e n g r o u p s , i n c l u d i n g l a b o r u n i o n s 

and S h a r o n ' s o r g a n i z a t i o n and a l l i a n c e s o f s e n i o r 

c i t i z e n s , among o t h e r s , c l a i m i n g t h a t t h e B l u e s 

were -- were a m a s s i n g s u r p l u s e s t h a t were t o o 

g r e a t . 

And a l t h o u g h i t i s v e r y u n d e r s t a n d a b l e 
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t h a t an e x e c u t i v e o f a B l u e w o u l d s a y t h e r e i s no 

s u r p l u s t h a t i s t o o g r e a t , t h a t , i n f a c t , i s n o t 

t r u e . W h i l e a s u r p l u s o f e v e r i n c r e a s i n g s i z e i s 

good i f you want t o d o m i n a t e t h e m a r k e t and i n h a b i t 

t h e e n t r y o f o t h e r s i n t o t h e m a r k e t , i t d o e s make 

s e n s e and -- t o have a l i m i t on s u r p l u s , and t h a t ' s 

what t h e I n s u r a n c e D e p a r t m e n t has d o n e . T h a t ' s 

what t h e N a t i o n a l A s s o c i a t i o n o f I n s u r a n c e 

C o m m i s s i o n e r s r e c o m m e n d s . And t h a t ' s what t h e B l u e 

C r o s s n a t i o n a l o r g a n i z a t i o n r e q u i r e s o f i t s 

members. 

We f i l ed a p r o c e e d i n g , among o t h e r 

p e o p l e , b e f o r e t h e i n s u r a n c e c o m m i s s i o n i n 20 0 4 , 

c l a i m i n g t h a t t h e s u r p l u s e s had grown t o o l a r g e . 

The c o m m i s s i o n e r s -- t h e t h e n - c o m m i s s i o n e r o f 

i n s u r a n c e , who was a h o l d o v e r f r o m t h e p r e v i o u s 

a d m i n i s t r a t i o n , h e l d h e a r i n g s and a c t u a l l y h i r e d 

e x p e r t s t o i n v e s t i g a t e t h e q u e s t i o n . 

A t a p o i n t where i t was i n d o u b t as t o 

w h i c h way t h i n g s were g o i n g t o go as t o t h e s i z e o f 

t h e s u r p l u s , t h e a d m i n i s t r a t i o n s t r u c k a d e a l w i t h 

t h e B l ues where t h e y w o u l d s i g n a CHR t h a t w o u l d 

d e v o t e 60 p e r c e n t o f t h e i r o b l i g a t i o n t o p r o v i d e 

c h a r i t a b l e a c t i v i t i e s t o a d u l t B a s i c as a way t o 

p r o p up t h e a d u l t B a s i c s y s t e m . 
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They f r e e l y s i g n e d t h a t a g r e e m e n t . 

T h a t a g r e e m e n t was t i m e d and when t h e 

a d m i n i s t r a t i o n e n d e d . I t w a s n ' t l i k e t h e y j u s t 

p i c k e d a d a t e o u t o f a h a t and d i d n ' t know when 

t h a t -- when t h a t w o u l d e n d . I t was done on 

p u r p o s e t h e n , i n o r d e r t o see w h e t h e r t h e y c o u l d 

r e n e g o t i a t e a b e t t e r d e a l , f r a n k l y , w i t h t h e new 

a d m i n i s t r a t i o n . 

We're now a t t h a t p o i n t . We have 

n o t h i n g a g a i n s t n e g o t i a t i o n s , a l t h o u g h we t h i n k 

c o n s u m e r s s h o u l d be a t t h e t a b l e when t h e 

l e g i s l a t u r e and t h e B l u e s a r e d i s c u s s i n g t h a t , and 

we c a n l o o k a t t h i n g s l i k e , where i s t h e c h a r i t a b l e 

money t h a t t h e B l u e s s p e n d e v e r y y e a r , where d o e s 

i t g o , and w h i c h a r e t h e h i g h e s t p r i o r i t i e s . 

T h e r e ' s a l w a y s a t e m p t a t i o n t o s p e n d 

t h a t money i n ways t h a t l o o k s more l i k e p u b l i c 

r e l a t i o n s t h a n l i k e t h e h i g h e s t p r i o r i t i e s . R i g h t 

now t h e h i g h e s t p r i o r i t y i n P e n n s y l v a n i a s h o u l d be 

p r o v i d i n g i n s u r a n c e t o p e o p l e f o r t h e t h r e e y e a r s 

b e f o r e we g e t t o t h e i m p l e m e n t a t i o n o f t h e 

h e a l t h c a r e r e f o r m a c t . 

T h e r e a r e 1.4 m i l l i o n p e o p l e i n 

P e n n s y l v a n i a t h a t a r e u n i n s u r e d . A l m o s t f o u r 

h u n d r e d t h o u s a n d o f them ha v e s i g n e d up f o r 
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a d u l t B a s i c . T h a t ' s 27 p e r c e n t o f a l l t h e i n s u r e d 

t h i n k t h a t t h e o n l y way t h a t t h e y c a n g e t i n s u r a n c e 

i s t o s i g n up on t h e w a i t i n g l i s t . 

When t h e y g e t t o t h e h e a d o f t h e l i n e , 

t h e y ' r e s c r e e n e d t o make s u r e t h a t t h e y h a v e n ' t g o t 

any o t h e r t y p e o f i n s u r a n c e . T h e y ' r e s c r e e n e d t o 

make s u r e t h a t t h e y meet t h e i n c o m e r e q u i r e m e n t s . 

Those i n c o m e r e q u i r e m e n t s a r e -- h a v e some b i t e . 

T h e r e a r e p e o p l e who a r e l i m i t e d t o l e s s t h a n 200 

p e r c e n t o f t h e f e d e r a l p o v e r t y l e v e l and a number 

t h a t o f t e n g e t s b a n d i e d a b o u t , b u t p e o p l e may n o t 

know what i t m e a n s . T h a t means t h a t t h e i r 

h o u s e h o l d i n c o m e f o r a c o u p l e i s t w e n t y - f o u r 

h u n d r e d a m o n t h , and f o r an i n d i v i d u a l , i t ' s 

e i g h t e e n h u n d r e d d o l l a r s a m o n t h . 

So t h e s e a r e n o t f o l k s t h a t c a n a f f o r d 

a d r a s t i c r e w r i t i n g o f t h e i r i n s u r a n c e p o l i c y . The 

i n s u r a n c e p o l i c y b a s i c a l l y c o v e r s l i m i t e d -- r i g h t 

now, i t c o v e r s l i m i t e d number o f h o s p i t a l -- I'm 

s o r r y -- l i m i t e d number o f d o c t o r v i s i t s and 

h o s p i t a l i z a t i o n . 

I f you h a v e e i g h t e e n h u n d r e d d o l l a r s 

i n m o n t h l y i n c o m e , you c a n ' t a f f o r d t h o u s a n d s o f 

d o l l a r s i n c o - p a y s o r -- l i k e some p l a n s h a v e gone 

t o , a s i x - t h o u s a n d - d o l l a r d e d u c t i b l e . T h a t w o u l d 
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mean t h a t t h e y w o u l d h a v e no o t h e r i n c o m e f o r s i x 

months o r -- I'm s o r r y -- f o r t h r e e m o n t h s . 

S o , a l t h o u g h i t may be s o m e t h i n g t h a t 

n e e d s t o - - t h a t a b e t t e r l o o k n e e d s t o be t a k e n t o , 

t h e r e ' s n o t a huge amount o f money t o be o b t a i n e d 

by l o o k i n g a t t h e s u b s c r i b e r s and s a y i n g , O k a y , you 

pay m o r e . 

The i n t e r e s t i n g t h i n g a b o u t t h e f o l k s 

t h a t a r e on a d u l t B a s i c , when you l o o k a t i t , i s 60 

odd p e r c e n t o f them a r e w o r k i n g . T h e y ' r e w o r k i n g 

r i g h t now, b u t t h e i r e m p l o y e r d o e s n o t p r o v i d e any 

k i n d o f e m p l o y e r - b a s e d h e a l t h i n s u r a n c e . 

A n o t h e r s i g n i f i c a n t p e r c e n t a g e o f them 

a r e p e o p l e who become d i s a b l e d b u t c a n n o t w o r k . 

T h e y ' r e g e t t i n g S o c i a l S e c u r i t y , b u t S o c i a l 

S e c u r i t y has a t w o - y e a r w a i t i n g p e r i o d f o r M e d i c a r e 

t o k i c k i n . So t h e r e a r e p e o p l e t h a t w o r k e d i n t h e 

p a s t , s o m e t h i n g h a p p e n e d t o t h e m , maybe t h e y had an 

a c c i d e n t a t w o r k , maybe t h e y j u s t g o t o l d , maybe 

t h e t o l l o f w o r k i n g a t a -- a t a , you k now, a t a 

h e a v y j o b was j u s t t o o much. They g e t t o be i n 

t h e i r l a t e f i f t i e s . They need t o w a i t two y e a r s 

b e f o r e t h e y can q u a l i f y f o r M e d i c a r e . And t h e y 

h a v e no o t h e r p l a c e t o pay t h e i r h e a l t h c a r e 

b i l l s . So t h e y ' r e a l s o a t l e a s t p r e v i o u s w o r k e r s . 
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T h e y ' r e a l s o p e o p l e who h a v e t a k e n 

e a r l y r e t i r e m e n t . C e r t a i n l y , t h e r e ' s b e e n a 

d i s p r o p o r t i o n o f p e o p l e o v e r s i x t y who've b e e n l a i d 

o f f . M e d i c a r e d o e s n ' t s t a r t u n t i l y o u g e t t o be 

s i x t y - f i v e . They h a v e t a k e n t h e e a r l y r e t i r e m e n t 

a t s i x t y - t w o o r s i x t y - t h r e e , t r a d e d i n a l o w e r 

m o n t h l y a m o u n t , b e c a u s e t h e y n e e d e d i t t o l i v e o n . 

And t h e y a l l a r e p e o p l e , t h e p e o p l e , y o u r 

c o n s t i t u e n t s , who q u a l i f y f o r a d u l t B a s i c . 

These a r e n o t w e a l t h y p e o p l e . These 

a r e n o t p e o p l e w i t h a l o t o f e x t r a i n t h e i r p o c k e t s 

t o pay f o r c o - p a y s and d e d u c t i b l e s . 

The o t h e r t h i n g I w o u l d m e n t i o n , as 

S h a r o n d i d , t h i s d o e s n o t pay f o r d r u g s a t a l l . 

T h e r e ' s no d r u g c o v e r a g e w h a t s o e v e r . And t h e r e i s 

no b e h a v i o r a l h e a l t h c o v e r a g e a t a l l . I t ' s 

b a s i c a l l y d o c t o r v i s i t s and h o s p i t a l c a r e . T h a t ' s 

i t . 

I n summary, what we w o u l d s a y i s , l i k e 

Commis s i o n e r A r i o , we need a b r i d g e t o g e t f r o m 

2011 t o 2014. I n I d o n ' t know, w i n d f a l l m i g h t 

be t o o h a r s h a word, b u t c e r t a i n l y t h e c h a n g e s t h a t 

a r e g o i n g t o come a b o u t as a r e s u l t o f h e a l t h c a r e 

r e f o r m a r e o n l y g o i n g t o b e n e f i t i n s u r a n c e 

c o m p a n i e s . 
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Now, t h a t -- i n a way, t h a t ' s good, 

b e c a u s e t h e n b a s i c a l l y a v e r y h i g h p e r c e n t a g e o f 

p e o p l e w i l l h a v e i n s u r a n c e i n o u r c o m m o n w e a l t h . 

B u t , r i g h t now, we n e ed t o g e t f r o m h e r e t o t h e r e . 

And t h e c o s t s a r e n o t j u s t t h e v i s i b l e 

o n e s . Two t h i n g s . R e p r e s e n t a t i v e B a r b e r ( s i c ) , I 

t h i n k , p o i n t e d o u t t h a t i f y o u t a k e away i n s u r a n c e 

f r o m t h e s e f o l k s , t h e y ' r e s t i l l g o i n g t o g e t s i c k . 

T h e y ' r e s t i l l g o i n g t o go t o e m e r g e n c y r o o m s . 

T h e y ' r e g o i n g t o c r e a t e c o s t s f o r t h e h o s p i t a l s i n 

y o u r communi t i e s , f o r t h e h o s p i t a l s i n my 

c o m m u n i t i e s . T h e y ' r e g o i n g t o c r e a t e u p ward 

p r e s s u r e on p r e m i u m s , b e c a u s e h o s p i t a l s a r e g o i n g 

t o s a y , L o o k , we've had a huge i n c r e a s e i n 

u n c o m p e n s a t e d c a r e . We a r e g o i n g t o go o u t o f 

b u s i n e s s , and we're n o t g o i n g t o be a b l e t o s e r v e 

y o u r i n s u r e d i f we d o n ' t f i n d a way t o pay f o r t h i s 

u n c o m p e n s a t e d c a r e . 

T h a t ' s g o i n g t o h a p p e n . T h e r e i s no 

d o u b t a b o u t t h a t . I t ' s n o t e a s y t o p u t a number on 

t h a t , b u t t h a t ' s u n d o u b t e d l y t r u e . 

The o t h e r t h i n g t h a t ' s g o i n g t o h a p p e n 

i s t h e r e ' s g o i n g t o be u p ward p r e s s u r e on o t h e r 

P e n n s y l v a n i a p r o g r a m s . M e d i c a i d has a spend-down 

l e v e l , t h a t i f y o u b a s i c a l l y become t o t a l l y 
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d e s t i t u t e , y o u c a n q u a l i f i e d f o r M e d i c a i d . Nobody 

w a n t s t o see t h a t h a p p e n . Those l e v e l s a r e down i n 

t h e 40 o r 50 p e r c e n t o f t h e p o v e r t y l e v e l . 

B u t t h e f a c t o f t h e m a t t e r i s , i f 

p e o p l e become t o t a l l y d e s t i t u t e and r u n up huge 

b i l l s i n t h e h o s p i t a l , t h e y ' r e g o i n g t o t u r n t o 

M e d i c a i d , and t h e n we're g o i n g t o h a v e t o i n s u r e 

them u n d e r t h e M e d i c a i d p r o g r a m . And s o , once 

a g a i n , i t ' s g o i n g t o come d i r e c t l y o u t o f t h e -¬

o u t o f t h e t r e a s u r y . 

P e o p l e w i l l a l s o l o o k t o h e a l t h 

c l i n i c s and o t h e r p l a c e s t h a t a r e f u n d e d w i t h 

p u b l i c r e v e n u e , a l l o f w h i c h a r e good, we a p p l a u d 

t h a t , b u t t h o s e a r e c o n s e q u e n c e s t h a t a r e n o t 

w i t h o u t c o s t s . Who knows how many p e o p l e w i l l n o t 

g e t b e t t e r as a r e s u l t o f t h e c a r e t h a t t h e y h a v e 

g o t on a d u l t B a s i c and r e t u r n t o w o r k . 

A l o t o f -- as Commis s i o n e r A r i o 

p o i n t e d o u t , t h i s i s n o t l i k e a s t a g n a n t p o o l o f 

p e o p l e . P e o p l e come i n t h a t d o o r and t h e y l e a v e 

t h r o u g h t h a t d o o r . One o f t h e m a i n r e a s o n s t h a t 

t h e y l e a v e i s t h e y g e t a j o b w i t h h e a l t h 

i n s u r a n c e . H o p e f u l l y , a d u l t B a s i c c a n make -- c a n 

r e s t o r e them t o h e a l t h so t h e y c a n g e t t h a t j o b and 

so t h e y d o n ' t become b u r d e n s on o t h e r p r o g r a m s . 
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So we r e a l i z e t h a t t h i s i s a 

c h a l l e n g e , b u t t h a t i s why y o u ' r e t h e r e . And we 

a p p l a u d you f o r t a k i n g up t h a t c h a l l e n g e , and we 

t h i n k t h a t a d u l t B a s i c i s a p r o g r a m t h a t t h e 

commonwealth and t h e p e o p l e i n i t v i t a l l y n e e d , and 

w e ' l l do a n y t h i n g w i t h i n o u r power t o a s s i s t you i n 

g e t t i n g t o a s o l u t i o n t h a t p r e s e r v e s a d u l t B a s i c , 

n o t j u s t f o r s i x months b u t u n t i l 20 1 4 . 

Thank y o u . 

CHAIRMAN DELUCA: V e r y g o od. I want 

t o t h a n k you f o r y o u r p r e s e n t a t i o n , b o t h . I t was 

v e r y e n l i g h t e n i n g . And we l o o k f o r w a r d t o w o r k i n g 

wi t h y o u . 

L e t me ask you t h i s : Have y o u , what 

p r o c e s s a r e you g o i n g t o be d o i n g , as c o n s u m e r s ' 

g r o u p s , t o n o t i f y t h e i n d i v i d u a l s o f t h i s c r i s i s 

t h a t a r e on t h e w a i t i n g l i s t ? A r e you d o i n g 

a n y t h i n g ? 

MR. WEISHAUPT: W e l l , PHAN, 

P e n n s y l v a n i a H e a l t h c a r e A c c e s s Now has a l r e a d y p u t 

s t u f f up on i t s w e b s i t e , e x p l a i n i n g t o p e o p l e what 

t h e p r o b l e m s a r e and a s k i n g them t o t a l k t o t h e i r 

l e g i s l a t o r s a b o u t t h e f u t u r e o f t h e p r o g r a m . 

We're n o t i n a p o s i t i o n r i g h t now 

where we want t o s c a r e p e o p l e i n t o t h i n k i n g t h a t 
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i t ' s a done d e a l t h a t t h e i r h e a l t h c a r e i s g o i n g t o 

end, b u t c e r t a i n l y we a r e a d v i s i n g them o f t h e 

p r e c a r i o u s n a t u r e o f t h e p r o g r a m r i g h t now and t h a t 

b o t h t h e y need t o p e r h a p s become more a c t i v e i n 

s e e k i n g a so l u t i o n and a l s o t h i n k i n g a b o u t t h e 

f u t u r e . 

CHAIRMAN DELUCA: So you t h i n k i t ' d be 

a p p r o p r i a t e t o w a i t u n t i l maybe November t o s c a r e 

t h e m? 

MR. WEISHAUPT: W e l l , we're t e l l i n g 

them now, and I t h i n k a l o t o f them -¬

CHAIRMAN DELUCA: I mean, you know 

what I 'm t r y i n g t o s a y ? You maybe d o n ' t t h i n k i t ' s 

a c r i s i s . I t ' s a c r i s i s r i g h t now, w h e t h e r you 

t h i n k i t o r n o t . 

MR. WEISHAUPT: I t ' s a s l o w - m o v i n g 

c r i s i s . 

CHAIRMAN DELUCA: W e l l , I d o n ' t know 

a b o u t s l o w - m o v i n g . December c o m e s . You know -¬

you know, what h a p p e n s i s , t i m e m o v e s . And i t i s a 

c r i s i s , w h e t h e r you -- and I t h i n k you have an 

o b l i g a t i o n t o n o t i f y t h e s e p e o p l e t h e r e i s a 

c r i s i s . 

The o t h e r t h i n g I w o u l d s u g g e s t t h a t 

you do, as a consumer g r o u p , i s t h a t we have a l o t 
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o f town m e e t i n g s o u t t h e r e t h a t t h e g u b e r n a t o r i a l 

c a n d i d a t e s on b o t h s i d e s h a v e b e e n g o i n g t o , and I 

h a d n ' t h e a r d one a d d r e s s t h e a d u l t B a s i c c r i s i s . So 

you m i g h t h a v e some o f y o u r p e o p l e who a r e on 

a d u l t B a s i c want t o know what t h e y i n t e n d t o do i f 

t h e y become e l e c t e d g o v e r n o r , b e c a u s e -¬

MR. WEISHAUPT: T h a t ' s a v e r y good 

s u g g e s t i o n . 

CHAIRMAN DELUCA: You know, t h e r e a s o n 

I s ay t h a t , u n d e r t h e Obama a d m i n i s t r a t i o n , we 

h e a r d a b o u t c h a n g e . And we know a b o u t c h a n g e . 

O u t s i d e now, a l l t h e g u b e r n a t o r i a l c a n d i d a t e s i s 

r e f o r m . Now, we u n d e r s t a n d H a r r i s b u r g n eeds t o be 

r e f o r m e d , b u t we a l s o u n d e r s t a n d t h a t we g o t a 

b i l l i o n d o l l a r -- a l m o s t a b i l l i o n - d o l l a r d e f i c i t , 

and we want t o know what c u t s a r e g o i n g t o be made 

f r o m t h e s e c a n d i d a t e s , n o t j u s t r e f o r m . And I 

h a v e n ' t h e a r d t h a t y e t . 

And I t h i n k i t b e h o o v e s t h e consumer 

g r o u p s t o s t a r t a s k i n g q u e s t i o n s on t h i s t y p e o f 

p r o g r a m , t h e b e n e f i t s . When we t h r o w f o r t y 

t h o u s a n d d o l l a r s -- f o r t y t h o u s a n d i n d i v i d u a l s o f f 

on t h e h e a l t h c a r e , t h a t ' s a c r i s i s . Consumer 

g r o u p s h a v e an o b l i g a t i o n t o a l e r t t h e i r members. 

MS. WARD: M r . C h a i r m a n , we c e r t a i n l y 
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a g r e e w i t h t h a t , and we have b e e n n o t i f y i n g -¬

we've b e e n p u t t i n g i n f o r m a t i o n o u t a b o u t t h i s , b u t , 

I t h i n k , i f y o u ' r e s u g g e s t i n g -- i n some o f t h e 

q u e s t i o n s s u g g e s t e d when i s i t a p p r o p r i a t e f o r t h e 

h e a l t h i n s u r a n c e c o m p a n i e s t o n o t i f y p e o p l e t h a t 

t h e f u n d i n g f o r t h e p r o g r a m may be c o m i n g t o an 

end, I w o u l d a g r e e w i t h you s o o n e r r a t h e r t h a n 

l a t e r . T h i r t y d a y s i s n o t a p p r o p r i a t e . 

CHAIRMAN DELUCA: We a r e g o i n g t o 

n o t i f y t h e a d m i n i s t r a t i o n o f t h e f a c t t h a t i s t o 

g e t t h a t --- i f i t ' s a t h i r t y - d a y window, t h a t i s 

n o t a c c e p t a b l e . 

A g a i n , I want t o t h a n k you f o r y o u r 

t e s t i m o n y . 

I want t o t h a n k e v e r y o n e f o r t h e i r 

v e r y e x c e l l e n t p r e s e n t a t i o n s we r e c e i v e d t o d a y . 

They w i l l be v e r y h e l p f u l t o t h e c o m m i t t e e i n i t s 

c o n s i d e r a t i o n s o f t h i s and any o t h e r l e g i s l a t i o n 

t h a t a d d r e s s e s t h e i s s u e o f f u n d i n g f o r a d u l t B a s i c 

p r o g r a m . 

As a l w a y s , my t h a n k s t o t h e c o m m i t t e e 

members f o r t h e i r a t t e n d a n c e t o d a y and a l o t o f 

them had t o go t o t h e h o u s e f l o o r . 

L e t me a l s o n o t e f o r you t h a t we w i l l 

h a v e a c o m m i t t e e m e e t i n g s c h e d u l e d f o r t h e 26 t h , 



and a t t h a t m e e t i n g w i l l be v o t i n g s e s s i o n . 

L a s t l y , I w i l l n o t e t h a t we h a v e 

s c h e d u l e d a p u b l i c h e a r i n g on t h e commonwealth 

i m p l e m e n t a t i o n o f t h e new f e d e r a l h e a l t h c a r e 

r e f o r m b i l l f o r t h e 2 7 t h , t o e d u c a t e o u r s e l v e s 

and e d u c a t e t h e members on t h e n a t i o n a l h e a l t h 

c a r e l e g i s l a t i o n . 

A g a i n , I want t o t h a n k y o u . And 

t h i s m e e t i n g i s now a d j o u r n e d . Thank you v e r y 

much. 

( W h e r e u p o n , t h e h e a r i n g c o n c l u d e d 

a t 11: 45 a.m.) 

* * * * * 
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REPORTER'S C E R T I F I C A T E 

I HEREBY CERTIFY t h a t I was 

p r e s e n t upon t h e h e a r i n g o f t h e a b o v e - e n t i t l e d 

m a t t e r and t h e r e r e p o r t e d s t e n o g r a p h i c a l l y t h e 

p r o c e e d i n g s had and t h e t e s t i m o n y p r o d u c e d ; 

and I f u r t h e r c e r t i f y t h a t t h e f o r e g o i n g i s a 

t r u e and c o r r e c t t r a n s c r i p t o f my s a i d 

s t e n o g r a p h i c n o t e s . 
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