
COMMONWEALTH OF PENNSYLVANIA 
HOUSE OF REPRESENTATIVES 

INSURANCE COMMITTEE 

MAIN CAPITOL 
ROOM 140 

HARRISBURG, PENNSYLVANIA 

PUBLIC HEARING 
FEDERAL HEALTH CARE REFORM 

THURSDAY, MAY 27, 2010 
10:04 A.M. 

BEFORE: 

HONORABLE ANTHONY M. DELUCA, MAJORITY CHAI RMAN 
HONORABLE DAN FRANKEL 
HONORABLE BRYAN BARBI N 
HONORABLE DOM COSTA 
HONORABLE NI CK KOTIK 
HONORABLE EDDIE DAY PASHINSKI 
HONORABLE MATTHEW SMI TH 
HONORABLE RI CK TAYLOR 
HONORABLE BRAD ROAE 
HONORABLE GARY DAY 
HONORABLE ROBERT W. GODSHALL, 

ACTING MI NORITY CHAIRMAN 
HONORABLE MARGUERI TE QUI NN 
HONORABLE CURT SCHRODER 

BRENDA J . PARDUN, RPR 
P. O. BOX 278 

MAYTOWN, PA 17550 
717-426-1596 PHONE/FAX 



ALSO PRESENT: 

ARTHUR F. MCNULTY, EXECUTIVE DIRECTOR (D) 
CHERYL HALDI, RESEARCH ANALYST (D) 
STACIA LONGENECKER, LEGI SLATIVE A S S I STANT (D) 
KATHY MCCORMAC, EXECUTIVE DIRECTOR ( R) 

BRENDA J . PARDUN, RPR 
REPORTER - NOTARY PUBLIC 



INDEX 

OPENING REMARKS AND INTRODUCTIONS 4 

SCOTT KEEFER 11 
VICE PRES IDENT, POLICY DEVELOPMENT 
AMERICA'S HEALTH I NSURANCE PLANS 
JOY JOHNSON WILSON 58 
HEALTH POLICY DIRECTOR 
FEDERAL AFFAIRS COUNS EL 
NATIONAL CONFERENCE OF S TATE LEGI SLATURES 

JOEL ARIO 82 
COMMIS SIONER 
PENNSYLVANIA INSURANCE DEPARTMENT 

JAMES GELFAND 151 
DIRECTOR OF HEALTH POLICY 
U.S . CHAMBER OF COMMERCE 

SHELLY BLOOM 181 
PRESIDENT 
PA ASS OCI ATI ON OF HEALTH UNDERWRI TERS 

CLOSING REMARKS 191 



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 a l i t t l e a f t e r 10:00. 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 b e g i n , I w o u l d l i ke 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 , f r o m my l e f t 

h e r e . 

REPRES ENTATI VE KOTIK: R e p r e s e n t a t i v e 

N i c k K o t i k , A l l e g h e n y C o u n t y . 

REPRES ENTATI VE COS TA: R e p r e s e n t a t i v e 

Dom C o s t a , A l l e g h e n y C o u n t y . 

REPRES ENTATI VE TAYLOR: R i c k T a y l o r , 

Montgomery C o u n t y . 

REPRES ENTATI 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 . 

REPRES ENTATI VE PAS HINSKI : 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 . 

REPRES ENTATI VE ROAE: B r a d Roae, 

C r a w f o r d C o u n t y . 

CHAIRMAN DELUCA: T h i s i s A r t M c N u l t y , 

my e x e c u t i v e d i r e c t o r , c h i e f o f s t a f f . 

I'm R e p r e s e n t a t i v e Tony D e L u c a , 

c h a i r m a n o f t h e A l l e g h e n y -- o f t h e I ns u r a n c e 

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



And b e f o r e he i n t r o d u c e s h i m s e l f , i n 

c a s e y o u f e e l t h a t y o u have t h e w r o n g g l a s s e s on o r 

y o u ' r e no t s e e i ng t o d a y , my go od f r i end N i c k 

M i c o z z i e . 

REPRESENTATIVE GODSHALL: Bob 

G o d s h a l l . 

CHAIRMAN DELUCA: Bob G o d s h a l l i s 

s u b s t i t u t i n g f o r N i c k M i c o z z i e t o d a y . 

REPRESENTATI VE GODSHALL: My f i r s t 

c h a n c e a t b e i n g one o f t h e c h a i r s o f t h e I n s u r a n c e 

C o m m i t t e e . I ' v e been on t h e I n s u r a n c e C o m m i t t e e a s 

l o n g as you h a v e , w h i c h i s t w e n t y - s e v e n , t w e n t y -

e i g h t y e a r s . 

CHAIRMAN DELUCA: R i g h t . 

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

MS. MCCORMAC: K a t h y McCormac, 

e x e c u t i v e d i r e c t o r o f i n s u r a n c e c o m m i t t e e . 

CHAIRMAN DELUCA: O k a y . Thank y o u . 

I want -- Dan F r a n k e l j u s t came i n , 

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

I want t o t h a n k t h e members f o r 

a t t e n d i n g t h i s , w h i c h I c o n s i d e r one o f t h e 

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

t h e commonwealth on t h e i s s u e o f n a t i o n a l h e a l t h 

c a r e . 



I want t o welcome a l l o f t h e members o f 

t h e a u d i e n c e , p e o p l e who're g o i n g t o be t e s t i f y i ng 

on t h i s s e r i es o f p u b l i c h e a r i ngs on t h e 

commonwealth's i m p l e m e n t a t i on o f 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 a c t . 

By way o f b a c k g r o u n d , House R e s o l u t i on 

4872, R e c o n c i l i a t i o n A c t o f 2010, became p u b l i c l a w 

w i t h P r e s i d e n t Obama's s i g n a t u r e on M a r c h 30 o f 

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

House Res o l u t i o n 3 590 , t h e P a t i e n t P r o t e c t i o n and 

A f f o r d a b i l i t y C a r e A c t on M a r c h 2 3 r d . Taken 

t o g e t h e r , t h e s e b i l l s r e p r e s e n t a c o m p r e h e n s i ve 

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

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

The commonwealth s t a n d s t o d e r i v e a 

number o f b e n e f i t s f r o m t h e new f e d e r a l r e f o r m . A 

number o f m a r k e t p l ace p r a c t i c e s t h a t have p r e v e n t e d 

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

t h u s , h e a l t h c a r e has been -- had been o r w i l l be 

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

w i l l become more a f f o r d a b l e t h a n e v e r b e f o r e . And 

w i t h more c i t i z e n s h a v i n g a c c e s s t o and i n t h e 

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

s t a b i l i z e . 

I n a d d i t i on, on a b u d g e t a r y l e v e l , t h e 



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

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

t h e n e x t e i g h t y e a r s , P e n n s y l v a n i a w i l l s a v e 

b e t w e e n two h u n d r e d e i g h t y m i l l i o n and s i x 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 . 

N e e d l e s s t o s a y , t h e r e i s a s u b s t a n t i a l 

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

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

R e p r e s e n t a t i v e S h a p i r o has i n t r o d u c e d 

House B i l l 2 462 , w h i c h c r e a t e s an a u t h o r i t y t o 

o v e r s e e and manage t h e i m p l e m e n t a t i o n o f t h e 

r e f o r m . I 'm a l s o t o l d t h a t t h e g o v e r n o r has 

a l r e a d y p u b l i c l y e n d o r s e d p a r t i c i p a t i o n and I 

e x p e c t t h e c o m m i t t e e t o f u r t h e r s t u d y t h i s i s s u e . 

A l s o, my good f r i e n d , R e p r e s e n t a t i v e 

K o t i k , who's h e r e t o d a y , has i n t r o d u c e d House B i l l 

251 4, w h i c h s e t s up a h i g h - r i s k p o o l c o n s i s t e n t 

w i t h t h e new f e d e r a l l a w . 

U n f o r t u n a t e l y , we c o u l d n o t accommodate 

a l l t h o s e who w i s h t o a p p e a r b e f o r e t h i s c o m m i t t e e 

t o d a y . As I i n d i c a t e d , t h i s i s t h e f i r s t o f what 

w i l l be a number o f h e a r i n g s f o r t h i s c o m m i t t e e . 

T h i s h e a r i n g p r o v i d e s t h e members w i t h an 

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

b i l l , t h e h e a l t h i n s u r a n c e i s s u e s f a c i n g t h e 



commonwealth and what t h e l e g i s l a t i v e i s s u e s t h e 

c o m m i t t e e w i l l h ave t o t a c k l e . 

I w o u l d, t h e r e f o r e , e n c o u r a g e e a c h 

member o f t h e c o m m i t t e e t o a t t e n d as many o f t h e s e 

s e s s i o n s as pos s i b l e . 

I n a d d i t i on, t o t h e e x t e n t t h a t t h e r e 

a r e d i s c r e t e i s s u e s t h a t you w o u l d l i k e more 

i n f o r m a t i on a b o u t , p l e as e l e t us know and we w i l l 

do e v e r y t h i n g we c a n t o a s s i s t y o u . 

I am v e r y p l e as ed w i t h t h e s p e a k e r s 

t h a t we w i l l be h e a r i ng f r o m t o d a y . They r e p r e s e n t 

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

o f f e r p e r s p e c t i ve s h a r e d by many o f o u r 

c o n s t i t u e n t s . 

B e f o r e we g e t t o t h e f i r s t t e s t i f i e r , I 

w o u l d l i k e R e p r e s e n t a t i v e C h a i rman Bob G o d s h a l l t o 

say a few words . 

REPRES ENTATI VE GODSHALL: Thank y o u . 

E x c u s e me. Thank y o u . Thank y o u , C h a i rman 

D e L u c a . 

I have a s t a t e m e n t t h a t I want t o r e a d 

t h a t C h a i rman M i c o z z i e had a s k e d me t o r e a d f o r 

him , w h i c h I ' l l do a t t h i s t i m e . 

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

t h e members o f t h e commi t t e e as w e l l as t h e 



t e s t i f i e r s b e f o r e us t o d a y r e g a r d i n g f e d e r a l h e a l t h 

c a r e r e f o r m . The P a t i e n t P r o t e c t i o n and A f f o r d a b l e 

C a r e A c t , s i g n e d i n t o l a w on M a r c h 2 1 s t , 2 0 1 0 , w i l l 

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

s y s t e m , s u c h as e s t a b l i s h i n g a h i g h - r i s k p o o l f o r 

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

c o v e r a g e f o r d e p e n d e n t s up t o age t w e n t y - s i x , 

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

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

e x c h a n g e s , and r e q u i r i n g a l l A m e r i c a n s , w i t h some 

e x c e p t i o n s , 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 c o v e r a g e . 

B a s e d upon t h e f e d e r a l l a w ' s t i m e l i n e , 

t h e e s t a b l i s h m e n t o f t h e h i g h - r i s k p o o l i s due i n a 

v e r y s h o r t -- i s due i n v e r y s h o r t o r d e r . 

U n i n s u r e d p e r s o n s w i t h p r e e x i s t i n g c o n d i t i o n s a r e 

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

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

As you know, G o v e r n o r R e n d e l l i n d i c a t e d 

t h a t S e c r e t a r y K a t h l e e n S a b e l i u s a t P e n n s y l v a n i a 

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

c r e a t e i t s own h i g h - r i s k p o o l . 

Today i s May 27 . The p l a n d e s i g n n e e d s 

t o be r e c e i v e d by t h e D e p a r t m e n t o f H e a l t h and 

Human S e r v i c e s by J u n e t h e 1 s t and a p p r o v e d b e t w e e n 

J u n e t h e 1 s t and J u l y 1 s t . 



I u n d e r s t a n d t h e admi n i s t r a t i o n 

a n t i c i p a t e s e n r o l l i n g f o l k s i n t h e h i g h - r i sk p o o l 

by mid Augus t , p e r h a p s S e p t e m b e r . From what I 

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

p l a n have been e s t a b l i s h e d , and w h i l e I r e s p e c t t h e 

f a c t t h a t f e d e r a l h e a l t h c a r e r e f o r m i s l a w now, I 

a l s o r e c o g n i z e t h e need f o r o u r s t a t e t o r e a d y 

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

I n d o i ng s o , I u r g e a l l members t o 

w a t c h f o r o p p o r t u n i t i es t o m a x i m i z e and s t r e t c h t h e 

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

w a t c h f u l eye on t h e f u t u r e f i s c a l i m p a c t t h i s new 

law w i l l h a ve on o u r s t a t e ' s b u d g e t and p r o c e e d -¬

and p r o c e e d on w i t h c a u t i o n . 

As we a l l l e a r n t o g e t h e r what t h e 

s p e c i f i c c h a n g e s w i l l be and when and how t h e y w i l l 

n e e d t o be i mpl emented, I s i n c e r e l y a p p r e c i a t e o u r 

t e s t i f i e r s ' o p i n i o n s , r e c o m m e n d a t i o n s , and a d v i c e 

r e g a r d i n g t h i s new l a w . 

I l ook f o r w a r d -- f o r w a r d t o w a r d y o u r 

t e s t i m o n y t o d a y . Thank y o u . 

And t h a t was N i c k ' s s t a t e m e n t , w h i c h I 

w a n t e d t o g e t on t h e r e c o r d . 

CHAIRMAN DELUCA: Thank y o u . 

REPRES ENTATI VE GODSHALL: Thank y o u , 



M r . C h a i r m a n . 

CHAIRMAN DELUCA: Thank y o u , 

R e p r e s e n t a t i v e G o d s h a l l . 

And we do have t h r e e o t h e r members 

who've j o i n e d u s : 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 Day, and R e p r e s e n t a t i v e Q u i n n . 

Our f i r s t s p e a k e r i s S c o t t K e e f e r , v i c e 

p r e s i d e n t o f p o l i c y d e v e l o p m e n t , A m e r i c a ' s H e a l t h 

I n s u r a n c e P l a n . 

The y h ave p l aye d a ke y r o l e i n 

d e v e l o p i n g t h e l e g i s l a t i o n , and I 'm s u r e w i l l p l a y 

an e v e n more i m p o r t a n t r o l e i n t h e a c t u a l 

i m p l e m e n t a t i o n o f t h e new l a w . 

S c o t t . Welcome, S c o t t . Thank you f o r 

t a k i n g t h e t i m e t o come t o d a y . 

MR. KEEFER: Thank y o u , M r . C h a i r m a n . 

I'm d e l i g h t e d t o j o i n you h e r e t o d a y , 

and I ' d l i k e t o c o m p l i m e n t you f o r i n i t i a t i n g t h e s e 

f o r u m s t o e d u c a t e t h e members, and I t h i n k you 

i n d i c a t e d y o u ' r e g o i n g t o t r a v e l a r o u n d t h e 

commonwealth, and I w o u l d e n c o u r a g e you t o do so 

and h e l p u n d e r s t a n d many of t h e c h o i c e s t h a t y o u ' r e 

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

exc h a n g e . 

What I want t o do t o d a y i s s o r t o f h e l p 



you u n d e r s t a n d some o f t h e i m p l e m e n t a t i on e f f o r t s 

a l r e a d y u n d e r w a y , some o f t h e n e a r - t e r m i s s u e s -¬

t h e h i g h - r i s k p o o l , i n p a r t i c u l a r , I know i s v e r y 

i m p o r t a n t t o t h e s t a t e -- and t h e n t h e l o n g - t e r m 

i m p l i c a t i ons . 

The good news i s t h a t , as you 

i n d i c a t e d , much o f t h e n e a r - t e r m e f f o r t i s 

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

p a r t i c u l a r , t h e r e a r e some c h a l l e n g e s , b u t once we 

g e t t h r o u g h many o f t h e s e n e a r - t e r m i s s ues , y o u ' l l 

h ave ampl e t i m e i n t h e r u n up t o 201 4, t o d e c i d e 

what s o r t o f e x c h a n g e and what o t h e r k e y p r o v i s i ons 

t h e s t a t e i s g o i n g t o have t o e x e c u t e w i l l be b e s t 

s e e d e d t o t h e n e e d s o f f o l k s t h r o u g h o u t t h e 

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

And I s h o u l d s a y t h a t I have a p e r s o n a l 

i n t e r e s t i n t h i s, and I'm p a r t i c u l a r l y d e l i g h t e d 

b e c a u s e, as a s ometimes Was h i n g t o n i a n , I a l w a y s 

r e m i n d p e o p l e t h a t I'm a P i t t s b u r g h e r . I went t o 

Duques ne Law S c h o o l and Was h i n g t o n and J e f f e r s o n 

C o l l e g e and s t i l l h a ve f a m i l y i n t h e w e s t e r n p a r t 

o f t h e s t a t e . So i t ' s v e r y good, and I have a k e e n 

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

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

So t h a nk you . B u t --



CHAIRMAN DELUCA: B e f o r e you b e g i n , 

R e p r e s e n t a t i v e G o d s h a l l s a y s we a l l s t i c k t o g e t h e r 

f r o m t h e w e s t , so I'm g l a d t o h e a r t h a t . 

Sor r y t o i n t e r r u p t yo u . 

MR. KEEFER: You know, I have an 

o p p o r t u n i t y t o t r a v e l t h r o u g h o u t t h e c o u n t r y , and, 

you know, i t ' s g r e a t t o come home i n many 

r e s p e c t s . 

So what I ' v e done, r a t h e r t h a n p r o v i d e 

a f o r m a l w r i t t e n s t a t e m e n t , i s t o p r o v i d e some 

s l i d e s t h a t e s s e n t i a l l y , I t h i n k , i s an o u t l i n e f o r 

what I hope w i l l be an i n t e r a c t i v e d i s c u s s i o n , 

M r . C h a i r m a n , w i t h you and y o u r c o l l e a g u e s . I 

t h o u g h t t h a t w o u l d be more p r o d u c t i v e f o r t h i s t y p e 

of s e s s i o n . 

So, I t h i n k , m o v i n g t o t h e s e c o n d p a g e , 

where I'm h i g h l i g h t i n g t h e i m p l e m e n t a t i o n and many 

of t h e e f f o r t s u n d e r w a y , I want t o s t a r t by s a y i n g 

t h a t t h e h e a l t h p l a n c o m m u n i t y , as you i n d i c a t e d , 

p u r s u e d t h i s i n a way t o t r y t o be a c o n s t r u c t i v e 

p l a y e r and o f f e r up what we f e l t was a p a t h t o 

r e f o r m , b u t , a l s o , I want t o h i g h l i g h t an 

a d m i n i s t r a t i v e s i m p l i f i c a t i o n i n i t i a t i v e t h a t we've 

u n d e r t a k e n i n New J e r s e y and O h i o as a demo t o s o r t 

o f e f f e c t u a t e on a t r i a l b a s i s many of t h e r e f o r m s 



t h a t a r e i n t h e l e g i s l a t i o n . 

And w i t h o u t g e t t i n g t o o much i n t o t h e 

weeds i n t h i s, e a c h o f you c a n u n d e r s t a n d 

Mas t e r c a r d and V i s a, how e a c h bank c a n i s s ue a c a r d 

u n d e r t h e M a s t e r c a r d o r V i s a t r a d e m a r k , b u t i n 

t e r m s o f t h e payment p r o c e s s e s , t h e o p e r a t i o n s , 

i t ' s u n i f o r m , and what we're t r y i ng t o b u i l d i s a 

s y s tem t h a t I know i s p a r t i c u l a r l y c h a l l e n g i n g f o r 

many p r o v i d e r s i n t h e p h y s i c i a n communi t y t o s o r t 

o f d r i ve a u n i f i e d payment s y s tem, and t h a t , i n 

f a c t , i s i n h e a l t h r e f o r m and s o m e t h i n g t h a t has n ' t 

g o t t e n s o r t o f t h e m e d i a a t t e n t i o n o f many o f t h e 

o t h e r p r o v i s i o n s , so I w a n t e d t o h i g h l i g h t t h a t f o r 

t h e commi t t e e . 

The s e c o n d p i e c e i s p r o b a b l y among 

t h o s e t h a t have g o t t e n t h e mos t p u b l i c a t t e n t i o n , 

and, i n f a c t , t h o s e o f you who may have c h i l d r e n o r 

f r i e nds who have s t r u g g l ed w i t h r e c e n t g r a d u a t e s 

f r o m c o l l ege o r t h o s e who have had t r o u b l e i n t h e 

w o r k p l a c e , and t h e commi t t e e members a r e w e l l aware 

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

t h e f a s t e s t among young a d u l t s , s o i t ' s no s u r p r i s e 

t h a t t h e e x t e n s i o n o f d e p e n d e n t c o v e r a g e h as p r o v e d 

v e r y p o p u l a r w i t h t h e p u b l i c . 

And I know t h a t t h e r e ' s a c o r r e s p o n d i n g 



p r o v i s i o n r e c e n t l y e n a c t e d i n P e n n s y l v a n i a l a w . 

I'm n o t u n i q u e l y f a m i l i a r w i t h t h e d e t a i l s , b u t 

I ' v e been t o l d t h i s by c o l l e a g u e s . And one t h i n g 

t h a t I w o u l d s a y i s , I am somewhat c o n c e r n e d t h a t 

t h i s p r o v i s i o n may have been a l i t t l e o v e r s o l d , and 

i t ' s j u s t s o m e t h i n g t o h i g h l i g h t some o f t h e 

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

I s ay t h a t , o f c o u r s e , b e c a u s e , you know, we're 

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

t h i s p r o v i s i o n , and I t h i n k t h e f e d e r a l l a w , j u s t 

as I w o u l d i m a g i n e t h e P e n n s y l v a n i a l a w , s a y s t h a t 

i f d e p e n d e n t c o v e r a g e i s o f f e r e d , i t has t o be 

e x t e n d e d up u n t i l age t w e n t y - s i x . 

And I ' v e t o l d a l o t o f my f r i e n d s and 

f o r m e r c o l l e a g u e s i n W a s h i n g t o n t h a t I 'm v e r y 

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

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

c o v e r a g e . Not e v e r y e m p l o y e r d o e s . Some e m p l o y e r s 

d o n ' t o f f e r f a m i l y c o v e r a g e , and we a l l know t h a t 

we've gone t h r o u g h a v e r y c h a l l e n g i n g p e r i o d w i t h 

t h e e c o n o m i c c o n d i t i o n s and t h e c o m p e t i t i v e n e s s and 

t h e p r e s s u r e s , so I j u s t h i g h l i g h t t h a t , and I know 

t h a t t h e r e p r e s e n t a t i v e f r o m t h e U.S. chamber, I 'm 

s u r e , w i l l s p e a k t o t h a t . 

The n e x t one t h a t I w a n t e d t o s p e a k t o 



i s t h e i s sue o f c h i l d r e n w i t h p r e e x i s t i ng 

c o n d i t i o n s . And I h a p p e n e d t o c a t c h G o v e r n o r 

R e n d e l l on CNBC t h i s m o r n i n g t a l k i n g a b o u t t h e 

s t a t e b u d g e t c h a l l e n g e s t h a t you f a c e and m a k i n g 

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

M e d i c a i d i n t h e f o r m o f t h e FMAP, and one o f t h e 

p r o v i s i o n s i n t h e r e f o r m c o n t e x t t h a t G o v e r n o r 

R e n d e l l m e n t i o n e d was t h i s i s s ue o f e l i m i n a t i ng 

p r e e x i s t i ng c o n d i t i o n s e x c l u s i ons f o r c h i l d r e n , i s 

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

c o u r s e , i s c o m m i t t e d t o . 

B u t w i t h r e s p e c t t o t h i s p r o v i s i o n , as 

w i t h d e p e n d e n t c o v e r a g e , t h e way t h a t we do t h i s i n 

t h e r e g u l a t o r y c o n t a c t , we have t o be v e r y c a r e f u l 

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

b e c a u s e what o u r d a t a t e l l s us f r o m what t h e 

a c t u a r i e s have p u t f o r w a r d i s t h a t , d e p e n d i n g on 

how t h i s i s done, t h e r e c o u l d be a nomi n a l i m p a c t 

on premiums o r t h e r e c o u l d be a v e r y l a r g e i m p a c t 

on p r e m i u m s , b e c a u s e as we a l l know, one o f t h e 

commitments i n t h e p r o m i s e s o f h e a l t h r e f o r m i s 

t h a t we, i n f a c t , w o u l d n o t have t h e i n s u r a n c e 

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

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

a v a i l a b l e , o f c o u r s e , t o make t h a t w o r k . So 



e v e r y o n e knows t h a t ' s a t h r e e - l e g g e d s t o o l , so we 

h ave t o be v e r y c a r e f u l h e r e . 

The f i n a l p i e c e t h a t I want t o comment 

on and s o r t o f t h a t w h i c h i s u n d e r w a y , t h e r e ' s been 

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

p r e m i u m i n c r e a s e s . And t h i s , o f c o u r s e , i s f a i r . 

B u t what we have s a i d on t h e h e a l t h i n s u r a n c e s i d e 

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

c o s t s . U n d e r l y i n g c o s t s d o n ' t j u s t mean m e d i c a l 

i n f l a t i o n . T h e r e a r e c o s t i n c r e a s e s above m e d i c a l 

i n f l a t i o n . U t i l i z a t i on i s a f a c t o r . And t h e n we 

h ave i s s u e s r e l a t e d t o a d v e r s e s e l e c t i o n and o t h e r 

p r e s s u r e s t h a t p u t u p w a r d p r e s s u r e on p r e m i u m s . 

But t h e p o i n t h e r e i s t h a t we've been 

w o r k i n g w i t h 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, i n f a c t , C o m m i s s i o n e r A r i o has 

b een a k e y p l a y e r i n t h a t r e g a r d w i t h t h e 

d e v e l o p m e n t of a s t a n d a r d i z ed t e m p l a t e t h a t we hope 

w i l l u l t i m a t e l y be u s e d , a v a i l a b l e on t h e I n t e r n e t , 

and h e l p f u l , M r . C h a i r m a n , t o you and y o u r 

c o l l e a g u e s t o s o r t o f decompose what goes i n t o a 

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

u n d e r s t a n d why p r emiums a r e r i s i n g and t h e 

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

So s h i f t i n g t o t h e n e x t page and 



g e t t i n g a l i t t l e more i n t o d e t a i l i n some o f t h e 

n e a r - t e r m i s s u e s , what I ' v e t r i e d t o do t o b r e a k 

t h i s down i n t o b i t e s i z e , d i g e s t i b l e p i e c e s f o r y o u 

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

them i n t o r e g u l a t o r y , a c c e s s , and b e n e f i t s . 

So I'm g o i n g t o t a k e e a c h o f t h o s e 

t o g e t h e r and h i g h l i g h t s ome i s s u e s t h a t I t h i nk a r e 

i m p o r t a n t f o r y o u t o c o n t i n u e t o e x p l o r e as y o u 

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

On t h e r e g u l a t o r y f r o n t , I m e n t i o n e d 

t h e i n t e r e s t i n p r e m i um r a t e r e v i ew. T h e r e i s an 

u n d e r l y i n g p r o v i s i on i n t h e s t a t u t e t h a t a l l o w s t h e 

s e c r e t a r y t o p r o v i de up t o 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 i n g r a n t s t o d e v e l o p a premium 

r e v i e w p r o c e s s i n c o l l a b o r a t i o n w i t h t h e s t a t e s . 

I'm s u r e t h a t ' s s o m e t h i n g , a g a i n , t h a t Commis s i o n e r 

A r i o w i l l be s p e a k i n g t o , b u t , a g a i n , t h i s s o r t o f 

w o r k s i n c o n c e r t w i t h 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 Commi s s i o n e r s ' p r o c e s s on t r a n s p a r e n c y . 

A n d , o f c o u r s e , one o f t h e k e y g o a l s o f h e a l t h 

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

pos i t i on t o make b e t t e r c h o i c e s and b e t t e r 

u n d e r s t a n d t h e i r c h o i c e s . So we t h i nk t h i s w i l l 

a l l work t o g e t h e r . 

One t h i n g t h a t t h e i n d u s t r y i s n o t i n 



f a v o r o f and i s v e r y much c o n c e r n e d a b o u t i s 

e s t a b l i s h i n g a f e d e r a l r a t e r e v i e w a u t h o r i t y and 

t a k i n g what i s t h e p r o v i d e n c e o f t h e s t a t e 

D e p a r t m e n t o f I n s u r a n c e and m o v i n g t h a t t o 

Was h i n g t o n . We d o n ' t t h i n k t h a t t h a t ' s g o i n g t o 

s e r v e t h e r e s i d e n t s o f t h e commonwealth w e l l , and 

we t h i n k t h a t we'd l i k e t o see t h a t s t a y h e r e . And 

I'm s u r e t h a t t h a t w i l l be s o m e t h i n g t h a t you w o u l d 

be i n t e r e s t e d i n as w e l l w i t h r e s p e c t t o y o u r 

j u r i s d i c t i o n . 

The MLR, o r minimum l o s s r a t i o , 

p r o v i s i o n h a s g o t t e n a l o t o f a t t e n t i o n . T h i s i s a 

p r o v i s i o n t h a t -- f o r t h o s e who a r e n o t i n t i m a t e l y 

f a m i l i a r w i t h t h e s t a t u t e , t h e r e w i l l be a 75 

p e r c e n t s t a n d a r d f o r a l a r g e g r o u p and 80 p e r c e n t 

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

and t h i s b e g i n s f o r p l a n y e a r s t a r t i n g n e x t y e a r . 

The 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 i s c u r r e n t l y d e v e l o p i n g t h e 

m e t h o d o l o g y , and k e y i n d e f i n i n g t h a t m e t h o d o l o g y 

i n t h e d e f i n i t i o n s i s what goes i n t o what i s 

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

h e a l t h c a r e q u a l i t y . So c a r e management, n u r s e 

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

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



have t o be r e q u i r e d t o meet t h e s t a n d a r d . 

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

we're t r y i n g t o do i n h e a l t h r e f o r m i s t o i m p r o v e 

d e l i v e r y and q u a l i t y i m p r o v e m e n t t o p r e v e n t p e o p l e 

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

and I t h i nk t h e h e a l t h p l a n s have a s t r o n g r e c o r d 

i n t h a t r o l e . So j u s t a comment on t h a t . 

Res c i s s i o n , t h i s i s one, a l ong w i t h t h e 

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

p l e d g e d t o t h e s e c r e t a r y , We're g o i n g t o do o u r 

bes t t o i mpl ement as e x p e d i t i o u s l y as p o s s i b l e . 

R e c i s s i o n i s m o v i n g t o a s t a n d a r d where t h e r e h a s 

t o be f r a u d o r a k n o w i n g , i n t e n t i o n a l d e c e p t i on 

s t a n d a r d on b e h a l f o f t h e i n d i v i d u a l when t h e y ' r e 

s e e k i n g c o v e r a g e . 

M o v i n g q u i c k l y t o t h e a c c e s s b u c k e t , 

we've t a l k e d a l o t a b o u t t h e h i g h - r i sk p o o l . I ' v e 

a l r e a d y t a l k e d a b o u t d e p e n d e n t c o v e r a g e and 

c o v e r a g e f o r c h i l d r e n w i t h p r e e x i s t i ng c o n d i t i o n s . 

A l i t t l e more d e t a i l on t h e h i g h - r i s k p o o l and s ome 

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

t h e r e has n ' t been a h i g h - r i sk p o o l i n p l a c e , and I 

h e a r d , M r . C h a i rman, t h a t one o f y o u r c o l l e a g u e s 

has d r a f t e d l e g i s l a t i on t o i m p l e m e n t t h a t , and 

t h a t ' s r e a l l y g o o d . 



B u t f r o m a p o l i c y s t a n d p o i n t , i t ' s 

c r i t i c a l t h a t t h e members o f t h e c o m m i t t e e 

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

s t a t e h i g h - r i s k p o o l s , c o m p a r e d t o what i s i n t h e 

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

why many, i n c l u d i n g G o v e r n o r R e n d e l l , h a s s a i d t h a t 

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

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

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

and M e d i c a i d S e r v i c e s h a v e s a i d t h a t t h e y e x p e c t 

t h a t t h a t f i v e b i l l i o n d o l l a r s w i l l be gone w i t h i n 

a y e a r t o e i g h t e e n m o n t h s . 

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

s o r t o f a l l u d e d t o , M r . C h a i r m a n , t h e r e , w o u l d be 

t h a t t h e s t a t e w o u l d be l e f t h o l d i n g t h e b a g , i f 

a d d i t i o n a l f e d e r a l r e s o u r c e s w e r e n ' t p u t on t h e 

t a b l e . I t h i n k t h e e s t i m a t e s t h a t I ' v e s e e n f r o m 

G o v e r n o r R e n d e l l s u g g e s t s t h a t a b o u t t w e l v e 

t h o u s a n d p e o p l e w o u l d be a b l e t o t a k e a d v a n t a g e o f 

i t . 

A n d j u s t , y o u k n o w , r u n n i n g t h r o u g h 

some numbers i n my own m i n d , t h a t s o u n d s a b o u t 

r i g h t , b e c a u s e I'm g o i n g t o t h r o w some numbers o u t 

t o you and y o u r c o l l e a g u e s , a g a i n , t o u n d e r s t a n d 

what c h a l l e n g e s t h e s t a t e s and o t h e r s t a t e s 



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

where h i g h - r i s k p o o l s a r e now. 

S p e c i f i c a l l y , a c o u p l e k e y p r o v i s i o n s . 

Number one, t h e f e d e r a l h i g h - r i s k p o o l r e q u i r e s 

t h a t p remiums be o f f e r e d a t a s t a n d a r d p r e m ium 

r a t e . S e c o n d , t h e r e a r e no a n n u a l o r l i f e t i m e 

l i m i t s on t h e c o v e r a g e i n t h e h i g h - r i s k p o o l . 

I c a n t e l l you t h a t no s t a t e now o f f e r s 

h i g h - r i s k p o o l c o v e r a g e a t t h e s t a n d a r d p r e m i um 

r a t e . G e n e r a l l y, s t a t e s a r e i n t h e r a n g e o f a 

h u n d r e d t w e n t y - f i v e t o a h u n d r e d t h i r t y - f i v e . Some 

s t a t e s , i n f a c t , a r e a l l t h e way up t o 200 p e r c e n t 

o f t h e s t a n d a r d p r e m i um r a t e . M o s t s t a t e s have 

some s o r t s o f a n n u a l o r l i m i t a t i o n s on t h e 

c o v e r a g e . C a l i f o r n i a , f o r e x a m p l e, one o f t h e v e r y 

b i g p o o l s , has an a n n u a l l i m i t o f s e v e n t y - f i v e 

t h o u s a n d d o l l a r s . 

C o l l e c t i v e l y , i n t h e n a t i o n , we have 

a b o u t two h u n d r e d t h o u s a n d p e o p l e i n h i g h - r i s k 

p o o l s . The l o s s e s on t h a t two h u n d r e d t h o u s a n d 

p o o l , e s s e n t i a l l y , an a g g r e g a t e o f p e o p l e 

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

a y e a r . 

G o i ng t h r o u g h t h e numbers i n y o u r own 

m i n d q u i c k l y , you u n d e r s t a n d t h a t i f no h i g h - r i s k 



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

p r emium r a t e , e v e r y s t a t e i s above t h a t , t h e l o s s e s 

on t h a t c o v e r a g e now f o r two h u n d r e d t h o u s a n d 

p e o p l e a r e i n e x c e s s o f a b i l l i o n d o l l a r s . You c a n 

u n d e r s t a n d why t h e r e ' s a l o t o f c o n c e r n t h a t t h a t 

f i v e b i l l i o n d o l l a r s w i l l go v e r y q u i c k l y . And 

t h i s i s n ' t t o s a y t h a t t h e r e ' s , you know, n o t 

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

c o v e r a g e . 

I t h i n k t h o s e o f us i n t h e i n d u s t r y who 

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

u n d e r s t a n d why t h e d r a f t e r s p u t t h e premium a t a 

s t a n d a r d p remium r a t e , b e c a u s e , a g a i n , we're t r y i n g 

t o make t h i s a f f o r d a b l e f o r p e o p l e , b u t we h a v e t o 

r e c o g n i z e t h e l i m i t e d o p p o r t u n i t y and how -- j u s t 

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

b e c a u s e , a g a i n , i n P e n n s y l v a n i a , y o u ' r e c o n f r o n t i n g 

a s e r i o u s b u d g e t c h a l l e n g e . And we a l r e a d y know, 

p e r h a p s as e a r l y as t o d a y , t h e U.S. House w i l l be 

v o t i n g on l e g i s l a t i o n t o e x t e n d , a g a i n , t h e 

M e d i c a i d m a t c h r a t e t h a t was i n i t i a l l y i n c r e a s e d i n 

t h e f e d e r a l r e c o v e r y a c t . 

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

t h a t I want t o b r i e f l y comment on i s t h e s m a l l 

b u s i n e s s t a x c r e d i t . I know my c o l l e a g u e , 



M r . G e l f a n d , w i l l t a l k a b o u t t h i s more, b u t I j u s t 

want t o s ay t h a t i s a n o t h e r one where we're n o t 

e x a c t l y s u r e o f how -- how much t h i s i s g o i n g t o 

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

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

What I w o u l d s u g g e s t i s t h a t t h o s e 

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

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

c h a l l e n g i ng economy, t h o s e w o u l d be t h e b e s t 

c a n d i d a t e s t o use t h i s, r a t h e r t h a n g o i ng o u t t o 

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

know M r . G e l f a n d w i l l g e t i n t o . 

W i t h r e s p e c t t o b e n e f i t s , we know t h a t 

t h e r e ' s f i r s t - d o l l a r c o v e r a g e f o r p r e v e n t i on, 

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

s e r v i c e s t h a t have h i gh g r a d e and a p r o v e n 

b e n e f i t . I m e n t i o n e d t h e i s s u e o f l i f e t i m e and 

a n n u a l l i m i t s . T h e r e u l t i m a t e l y i s g o i ng t o be 

l i m i t a t i o n s on a n n u a l l i m i t s , what, i n t h e 

l e g i s l a t i on, i s c a l l e d r e s t r i c t e d l i m i t s . The 

D e p a r t m e n t o f H e a l t h and Human S e r v i c e s w i l l be 

p u t t i n g o u t g u i d a n c e s o o n on t h a t i s sue and 

l i f e t i me l i m i t s . 

E a c h o f t h e s e t h i n g s a r e g o i n g t o have 

a s mal l i n c r e a s e on p r e m i u m s , and, i n f a c t , many o f 



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

know, t h a t t h e s e w i l l be n o m i n a l i n c r e a s e s . B u t 

when you c o m b i n e a number o f t h e s e p r o v i s i o n s 

t o g e t h e r , t h e r e ' s a p o t e n t i a l f o r a s i g n i f i c a n t 

i n c r e a s e . I f we a r e t a l k i n g a b o u t 1 o r 2 p e r c e n t 

on a number o f p r o v i s i o n s , e v e n t u a l l y 1 o r 2 

p e r c e n t adds up v e r y q u i c k l y . 

W h i c h b r i n g s me t o my n e x t p o i n t , i n a 

l o n g - t e r m c o n t e x t , what I ' d l i k e t o s u g g e s t i s t h a t 

one k e y r o l e t h a t I t h i n k you c o u l d p l a y , i n 

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

i n s u r a n c e m a r k e t r e f o r m s , i s t o c o n t i n u e t o 

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

q u a l i t y i m p r o v e m e n t , and c o s t c o n t a i n m e n t . 

An d t h e p i t c h h e r e i s t h a t i f t h i s i s 

u l t i m a t e l y g o i n g t o be a s u c c e s s , i t ' s g o i n g t o be 

a s u c c e s s b e c a u s e we're g o i n g t o be a b l e t o 

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

c o n t i n u e s t o r i s e a t t h e t r a j e c t o r y we've s e e n o v e r 

t h e l a s t d e c a d e , i t ' s g o i n g t o be v e r y 

c h a l l e n g i n g . And I t h i n k you know f u l l w e l l t h a t ; 

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

i n y o u r communi t i e s . 

The o t h e r p o i n t s t h a t I ' d l i k e t o make, 

I h i g h l i g h t e d b r i e f l y t h e e x c h a n g e . The good news 



f o r t h e c o m m i t t e e on t h i s f r o n t i s t w o - f o l d . 

Number one, you have u n t i l 2014 t i l l t h i s has t o be 

up and r u n n i n g . T h e r e ' s g o i n g t o be a pus h f r o m 

Was h i n g t o n f o r s t a t e s t o do t h i s s o o n e r . What I 

t h i nk i s more i m p o r t a n t t h a n m ovi ng t o o q u i c k l y i s 

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

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

And you and y o u r c o l l e a g u e s have ample 

h i s t o r y o f d o i n g t e r r i f i c t h i n g s w i t h r e s p e c t t o 

t h e CHIP p r o g r a m , w h i ch r e a l l y , i n many ways, t h e 

g e n e s i s o f was i n P e n n s y l v a n i a , b u t a l s o t h e 

f e d e r a l h e a l t h c a r e c o v e r a g e t a x c r e d i t p r o g r a m , 

wh i ch t h e s t a t e u t i l i z e d v e r y w e l l i n t h e c o n t e x t 

o f t h e B e t h l ehem S t e e l b a n k r u p t c y , t o e n s u r e t h a t 

p e o p l e h a d c o v e r a g e t h r o u g h t h e r e . So we know 

P e n n s y l v a n i a c a n do t h e r i g h t t h i n g . So r a t h e r 

t h a n t h e s p e e d , I w o u l d e n c o u r a g e you t o p u r s ue a 

v e r y t h o u g h t f u l a p p r o a c h . 

The s e c o n d t h i n g t h a t I want t o s ay 

w i t h r e s p e c t t o t h e e x c h a n g e i s t h a t t h e s t a t e i s 

a f f o r d e d a l o t o f f l e x i b i l i t y . And t h i s i s r e a l l y 

good, b e c a u s e one o f t h e h a l l m a r k s o f t h i s 

l e g i s l a t i on, I t h i nk, t h a t ' s g o i n g t o be c r i t i c a l 

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

has been b e t w e e n t h e s t a t e s and t h e f e d e r a l 



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

We know t h a t h e a l t h m a r k e t s a r e l o c a l . 

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

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

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

so i t ' s i m p o r t a n t t h a t t h a t e x c h a n g e c a n be 

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

r a t h e r t h a n h a v i n g s o r t o f a o n e - s i z e - f i t s - a l l 

Was h i n g t o n a p p r o a c h . 

The s e c o n d t h i n g t h a t I ' d l i k e t o 

e m p h a s i z e i s t h e i m p o r t a n c e o f what I c a l l t h e 

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

e f f o r t t h a t ' s g o i n g t o have t o be u n d e r t a k e n t o g e t 

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

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

i n d i v i d u a l s . 

Many o f you know t h a t t h e l i o n ' s s h a r e 

o f t h o s e t h a t a r e low in c o m e and u n i n s u r e d among 

c h i l d r e n a r e , i n f a c t , e l i g i b l e f o r M e d i c a i d o r t h e 

CHI P p r o g r a m . I t ' s s o m e t h i n g t h a t ' s v e r y 

f r u s t r a t i n g t o p o l i c y m a k e r s . So we have t o a p p l y 

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

one t h i n g we hav e t o be c o g n i z a n t o f , i f we s t a r t 

t h e e x c h a n g e p o o l o f f , and i f i t ' s an u n h e a l t h 

p o o l , we're g o i n g t o have a r e a l l y , r e a l l y h a r d 



t i m e m a i n t a i n i n g a s t a b l e and a f f o r d a b l e p r e m ium 

l e v e l s . 

What we n e e d t o do i s we n e e d t o ens u r e 

t h a t t h e p o o l i s b a l a n c e d , t h a t we g e t as many 

p e o p l e i n as p o s s i b l e w i t h an a d e q u a t e m i x o f r i s k , 

w h i c h , a g a i n , i s one o f t h e r e a s o n s why we know 

e m p l o y e r c o v e r a g e w o r k s so w e l l . P e o p l e come 

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

t h e i r h e a l t h s t a t u s . A g a i n , t h e g r e a t p o t e n t i a l i s 

t h e r e f o r t h e e x c h a n g e t h a t we c o u l d have a d v e r s e 

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

p o o l . 

The f i n a l t h i n g I ' d l i k e t o s a y , a g a i n , 

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

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

t o be c o g n i z a n t o f t h e p o t e n t i a l f o r u n i n t e n d e d 

c o n s e q u e n c e s , t o engage t h e way t h a t you have 

s t a r t e d , M r . C h a i r m a n , w i t h t o d a y ' s s e s s i o n , 

p r o v i d e r s , empl o y e r s , c h ambers o f commerce, a t t h e 

l o c a l l e v e l , l o c a l l y e l e c t e d o f f i c i a l s , and t o 

r e a l l y g e t t h e bes t i n s i g h t s , a g a i n , i n t o s h a p i n g 

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

r e s i d e n t s o f t h e commonweal t h . 

I t ' s r e a l l y i m p o r t a n t t h a t we're aware 

o f i s s ues , s u c h as a d v e r s e s e l e c t i o n , t h a t we're 



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

c o v e r a g e , f o r e x a m p l e . One e x a m p l e o f an 

u n i n t e n d e d c o n s e q u e n c e t h a t many o f us i n t h e 

p o l i c y c o m m u n i t y a r e v e r y c o n c e r n e d a b o u t , a g a i n , I 

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

c o n t e x t . T h e r e ' s a l s o a g r e a t p o t e n t i a l f o r 

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

L e t me b r i e f l y e x p l a i n , j u s t t o 

h i g h l i g h t one t h i n g t h a t I t h i n k you n e e d t o a s s e s s 

as t h e s t a t e makes c h o i c e s , b e c a u s e b e g i n n i n g i n 

201 7, t h e s t a t e w i l l be a b l e t o d e f i n e what g r o u p 

s i z e t h e e x c h a n g e i s a v a i l a b l e t o . So t h e d e f a u l t 

l e v e l i s one h u n d r e d . The s t a t e c o u l d c h o o s e t o 

keep i t a t t h e s m a l l g r o u p m a r k e r , w h i c h i s 

c u r r e n t l y f i f t y , as i t i s i n most s t a t e s . B u t i n 

201 7, t h e s t a t e h a s c o m p l e t e l a t i t u d e t o d e c i d e 

w h a t e v e r g r o u p s i z e w a n t s t o go i n t o t h e e x c h a n g e . 

And I know many p e o p l e a r e v e r y 

c o n c e r n e d t h a t i f t h a t h a p p e n s , you c o u l d q u i c k l y 

d i s r u p t t h e e m p l o y e r - b a s e d s y s t e m , t h e e m p l o y e r -

b a s e d m a r k e t , and you c o u l d h a v e p e o p l e p i c k i n g and 

c h o o s i n g w h e t h e r , f o r e x a m p l e , t h e y want t o come 

i n t o t h e e x c h a n g e and be p a r t o f a p o o l w i t h a 

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

o u t s i d e o f t h e e x c h a n g e and s e l f - f u n d u n d e r E R I S A , 



b e c a u s e t h e n t h e y w o u l d o n l y have t h e b e n e f i t -¬

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

premium, b e c a u s e t h e y w o u l d o n l y be p a y i n g c l a ims 

c o s t , so t h e y ' r e a p o o l . 

L e t me g i ve you an e x a m p l e . I f I 

s t a r t e d a f i rm w i t h -- assume t h a t r a t h e r t h a n -¬

r a t h e r t h a n a l aw b a c k g r o u n d , I went t o C a r n e g i e 

M e l l o n , h a d a c o m p u t e r s c i e n c e d e g r e e . I'm t h i r t y -

two y e a r s o l d . I have a s o f t w a r e f i r m . And t h e 

a v e r a g e age o f my work f o r c e was t w e n t y - n i n e . 

We've grown f r o m a s t a r t - u p o f s i x p e o p l e t o 

s e v e n t y - f i v e , s ay a h u n d r e d t w e n t y - f i v e . We w o u l d 

l o o k a t t h e o p p o r t u n i t i e s t o go i n t o t h e e x c h a n g e 

and s a y , you know, r a t h e r t h a n b e i n g a p o o l t h a t ' s 

s p r e a d and r i s k a l l o c a t i on w i t h -- you know, w i t h 

K e e f e r ' s A u t o b o d y R e p a i r , where t h e a v e r a g e age i s 

f i f t y - t w o and t h e c l a i m s t r e n d i s g o i n g t o be 

h i g h e r , you know what, we're g o i n g t o p u l l 

o u r s e l v e s o u t o f t h e f u l l y i n s u r e d p o o l . We're 

g o i ng t o s e l f - f u n d u n d e r E R I S A . We're g o i ng t o g e t 

r e i n s u r a n c e on t h e b a c k e n d . 

T h i s c o u l d have a v e r y , v e r y d r a m a t i c 

and, I t h i n k , p r o n o u n c e d bad e f f e c t on, a g a i n , t h e 

b a l ance o f t h e p o o l , b e c a u s e I t h i n k t o o o f t e n 

e l e c t e d o f f i c i a l s f o c u s on t h e s i z e o f t h e p o o l 



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

a g a i n , as I s a i d , s o r t o f t h e r a n d o m n e s s , i f you 

w i l l , o f e m p l o y e r - s p o n s o r e d c o v e r a g e . And I j u s t 

m e n t i o n t h i s as one e x a m p l e o f s o m e t h i n g t h a t you 

h a v e t o be v e r y c o g n i z a n t o f . 

And t h e f i n a l t h i n g t h a t I w o u l d a d d , 

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

s o r t o f p i c k i n g and c h o o s i n g , w h i c h , f r o m a p o l i c y 

s t a n d p o i n t , c o u l d be b a d . A g a i n , I'm n o t 

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

c o m m u n i t y . The e m p l o y e r s w o u l d h a v e t o do what i s 

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

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

p o o l s . 

T h e r e ' s a new f e d e r a l p remium t a x i n 

t h e l e g i s l a t i o n . When t h a t ' s f u l l y i m p l e m e n t e d , 

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

We t h i n k t h a t t h i s c o u l d be as much as 3 p e r c e n t on 

f u l l y i n s u r e d i n d i v i d u a l s . And I s a y " f u l l y 

i n s u r e d i n d i v i d u a l s " b e c a u s e t h e p remium t a x i s n ' t 

e x t e n d e d t o s e l f - f u n d e d g r o u p s , t h o s e who s e l f - f u n d 

o r s e l f - i n s u r e u n d e r ERI S A . A n d , a g a i n , t h i s i s 

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

p e r c e n t h e r e , 2 p e r c e n t t h e r e . U l t i m a t e l y , t h e s e 

f o r c e s , w o r k i n g i n t a n d e m , can h a v e a s i g n i f i c a n t 



i m p a c t on p r e m i ums . 

So I w o u l d e n c o u r a g e y o u , as you t h i nk 

a b o u t t h e d e s i g n o f t h e e x c h a n g e , t o t h i n k o f o t h e r 

p r o v i s i o n s , s u c h as t h i s f l e x i b i l i t y t h a t t h e s t a t e 

w i l l h ave i n 2017, t o e x p a n d t h e s i z e o f t h e 

e x c h a n g e . And I ' d be happy t o h e l p work w i t h you 

and y o u r c o l l e a g u e s t o u n d e r s t a n d some o f t h o s e 

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

u n i n t e n d e d c o n s e q u e n c e s g o i ng f o r w a r d . 

CHAIRMAN DELUCA: T h a t ' s g r e a t , S c o t t . 

You gave us a l o t o f f o o d f o r t h o u g h t . And 

c e r t a i n l y , I g u e s s , t h a t ' s why t h e i mpl e m e n t a t i o n ' s 

g o i ng t o t a k e u n t i l 2 014 , s o t h e y c a n t w e a k i t , 

and, c e r t a i n l y , t h a t ' s why we're h a v i n g t h e s e 

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

Y o u r t e s t i m o n y was e x c e l l e n t . The o n l y 

t h i ng I w o u l d l i k e t o as k you i s t h e f a c t t h a t you 

t a l k a b o u t t h e h i g h - r i s k p o o l . And you m e n t i on a 

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

t h i nk you d i d s a y . What h a p p e n s -- and I 

u n d e r s t a n d t h a t once you r e a c h t h a t c a p , t h a t you 

w o u l d have t o go on t h e p r i v a t e m a r k e t and buy 

y o u r s e l f i n s u r a n c e . Am I c o r r e c t , t h a t how t h a t 

w o u l d w o r k ? 

MR. KEEFER: R i g h t . T h i s i s -- I j u s t 



u s e d an e x a m p l e . 

CHAIRMAN DELUCA: I u n d e r s t a n d . 

MR. KEEFER: I j u s t u s e d an e x a m p l e o f 

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

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

s o m e b o d y ' s , y o u know, g o i n g t o have c o s t s t h a t 

e x c e e d t h a t c a p , t h e n , y o u know, some o f t h a t c o u l d 

end up i n t h e f o r m o f bad d e b t t o h o s p i t a l s o r 

o t h e r u n c o m p e n s a t e d c a r e . 

So, you know, t h e s o l u t i o n , I w a s n ' t 

I d i d n ' t mean t o i m p l y t h e s o l u t i o n i s t h e cap -¬

CHAIRMAN DELUCA: No. I u n d e r s t a n d . 

MR. KEEFER: -- b u t I t h i n k we j u s t 

h a v e t o be r e a l i s t i c a b o u t -¬

CHAIRMAN DELUCA: What t h e cap w o u l d 

b e . 

MR. KEEFER: R i g h t . Where t h e f i v e 

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

t h e p o o l s g e t up and r u n n i n g w e l l , you know, t h a t 

t h e f e d e r a l g o v e r n m e n t w i l l f i n d a way t o p r o v i d e 

more money. 

CHAIRMAN DELUCA: And t h e r e a s o n I 

b r i n g t h a t up t o you i s t h e f a c t -- and I 

u n d e r s t a n d you j u s t gave t h a t ' s as a f l o o r -- b u t 

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



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

n o t h i n g . I w o u l d i m a g i n e you w o u l d be t h e h i g h -

r i s k p o o l , s o you have s ome p r e t t y s e r i ous 

p r o b l e m s . 

MR. KEEFER: A b s o l u t e l y . 

CHAIRMAN DELUCA: And i f an i n d i v i d u a l 

c a n ' t p a y , c a n ' t -- and t h e r e ' s n o t h i n g on t h e 

m a r k e t where we c a n buy a t a r e a s o n a b l e p r i c e , you 

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

uncompens a t e d c a r e , w h i c h i s s p r e a d o u t on 

e v e r y b o d y who has t o pay, b e c a u s e r i g h t now, 

u n c o m p e n s a t e d c a r e i s a b o u t 9 t o 10 p e r c e n t o f 

premium d o l l a r s . 

MR. KEEFER: C o r r e c t . 

CHAIRMAN DELUCA: So I mean -- so 

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

a p p r e c i a t e you b r i n g i ng t h a t u p . 

Any q u e s t i o n s ? 

R e p r e s e n t a t i ve G o d s h a l l . 

REPRES ENTATI VE GODSHALL: Y e s , j u s t 

v e r y b r i e f l y , on -- t h e f e d e r a l l aw a l l ows f o r 

f e d e r a l r e v i ew o f t h e r a t e s . Can t h e y -- w i t h t h e 

r e g i o n a l i z a t i o n i n h e a l t h c a r e t h a t we have i n t h i s 

c o u n t r y , c a n t h e y -- you know, how p r a c t i c a l i s 

t h a t f e d e r a l g o v e r n m e n t -- c a n t h e y , you know, f o r 



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

e n t i r e l y d i f f e r e n t . A r e t h e y c a p a b l e o f h a n d l i n g 

t h a t k i n d o f a c o n c e p t , o r a r e t h e y more o n e - s i z e -

f i t s - a l l ? 

MR. KEEFER: I t h i n k , R e p r e s e n t a t i v e 

G o d s h a l l , i t ' s a g r e a t q u e s t i o n , and I t h i n k t h e 

e x i s t i n g p r o v i s i o n r e q u i r e s t h e s e c r e t a r y t o 

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

t h e s t a t e s h a v e e q u a l f o o t i n g , and t h e r e i s -¬

REPRESENTATIVE GODSHALL: Bu t e v e n i n 

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

MR. KEEFER: T h a t ' s c o r r e c t . T h e r e ' s 

g r a n t a u t h o r i t y p r o v i d e d . One t h i n g t h a t we're 

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

r a t e a u t h o r i t y b o a r d , as you i n d i c a t e . And as one 

o f my c o l l e a g u e s s a i d , t h e r e ' s n o t an a c t u a r y 

s c h o o l b i g enough i n t h e c o u n t r y t o g e t t h e 

a c t u a r i e s up and r u n n i n g t h a t w o u l d be n e c e s s a r y t o 

do t h e s e r a t e r e v i e w s and, you know, t h e w h o l e 

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

a p p r o v a l . 

A l l o f t h e i n s u r a n c e p r o d u c t s and 

f o r u m s now w o u l d j u s t be an enormous m a g n i t u d e , so 

i t ' s n o t r e a l l y p r a c t i c a l . And I t h i n k y o u ' r e a l s o 

c o r r e c t i n h i g h l i g h t i n g t h e d i f f e r e n c e s b e t w e e n and 



among r e g i o n s , n o t j u s t o f t h e c o u n t r y , b u t , o f 

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

p a t t e r n s a r e v e r y d i f f e r e n t f r o m eas t t o w e s t , 

n o r t h t o s o u t h , you know, r u r a l t o u r b a n . So I 

t h i nk t h a t ' s s o m e t h i n g we've been v e r y c o n c e r n e d 

a b o u t . 

And I'm s u r e Commi s s i o n e r A r i o w o u l d 

have more t o h i g h l i g h t w i t h r e s p e c t t o t h a t . 

REPRES ENTATI VE GODSHALL: One o t h e r 

p o i n t t h a t you had made a b o u t t h e e n r o l l m e n t and 

how i m p o r t a n t e n r o l l m e n t i s , I do remember i n 

P e n n s y l v a n i a when we s t a r t e d t h e CHI P p r o g r a m , a 

l o t o f p e o p l e i n t h i s room s p e n t m i l l i o n s o f 

d o l l a r s t r y i ng t o g e t e n r o l l m e n t , t r y i n g t o e n r o l l 

k i d s i n t o t h e CHI P p r o g r a m , e v e n i n one p a r t o f t h e 

s t a t e , a c t u a l l y p a i d p e o p l e t o go o u t on t h e s t r e e t 

f o r e v e r y o n e t h a t t h e y s i g n e d u p . You know, 

e n r o l l ment c a n be a s e r i ous p r o b l em i n t h i s w h o l e 

t h i n g . 

MR. KEEFER: Y e a h . I t h i n k one t h i n g 

t h a t we've r e a l l y l e a r n e d and what I w o u l d s o r t o f 

s u g g e s t , you have -- t h e CHIP p r o g r a m i s v a l u a b l e, 

and, o f c o u r s e , you know, as a P e n n s y l v a n i an, I'm 

p r o u d o f t h e h i s t o r y o f t h e s t a t e w i t h r e s p e c t t o 

CHI P, b u t I t h i nk one t h i n g we n e e d t o do i s l e a r n 



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

a d v e r t i s i n g and p u t t i n g s i g n s on b u s e s and a l l t h i s 

s t u f f , i n many r e s p e c t s , d o e s n ' t w o r k . 

What we n e e d t o do i s make i t s i m p l e 

f o r p e o p l e . We n e e d t o h e l p e d u c a t e p e o p l e so t h a t 

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

f o r l o w e r - i n c o m e p e o p l e who a r e c h a l l e n g e d and l e s s 

l i k e l y t o have o n l i n e a c c e s s . You know, many o f 

t h e s e f o r m s a r e g o i n g t o have t o be s u b m i t t e d 

o n l i n e , so i t ' s i m p o r t a n t t h a t we have p e o p l e 

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

s t e e r them t o w a r d one t y p e o f p l a n o r a n o t h e r , b u t 

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

w e l l . 

And I t h i n k t h a t s o r t o f u n d e r s c o r e s a 

key p o i n t , t h a t , you know, f o r t h i s t o work, you 

know, t h e r e ' s g o t t o be a l o t o f c o l l a b o r a t i o n f r o m 

t h e g o v e r n o r ' s o f f i c e t o you a l l w i t h t h e i n s u r a n c e 

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

l o c a l o f f i c i a l s and ch a m b e r s o f commerce and 

e m p l o y e r s , e v e r y b o d y ' s g o t t o r o l l up t h e i r s l e e v e s 

and g e t t o g e t h e r t o make t h i s w o r k . 

REPRESENTATI VE GODSHALL: One f i n a l 

p o i n t . How do you e n v i s i o n t h e h i g h - r i s k p o o l 

p o l i c i e s , what do you e n v i s i o n them t o l o o k l i k e , 



t r a d i t i o n a l i n s u r a n c e o r more l i k e t h e HSA model ? 

MR. KEEFER: T h a t ' s a g r e a t q u e s t i o n . 

And, you know, b r o a d l y, t h e h i g h - r i s k p o o l as w e l l 

as t h e b e n e f i t s t a n d a r d s i n t h e c o n t e x t o f r e f o r m 

i n 201 4 have a c t u a l l y a d o p t e d t h e s t a n d a r d s f o r 

HSAs as t h e c e i l i n g . 

W i t h i n t h a t , t h e b e n e f i t s s t a n d a r d f o r 

t h e h i g h - r i s k p o o l a r e a t a 65 p e r c e n t a c t u a r i a l 

v a l ue l e v e l . W i t h o u t g e t t i ng t o o much i n t o t h e 

weeds on t h i s, t h e two most i m p o r t a n t p r o x i e s f o r 

d e f i n i ng a c t u a r i a l v a l u e a r e d e d u c t i b l e and t h e 

o u t - o f - p o c k e t . 

So, i n many r e s p e c t s , we've t a k e n a b i g 

chunk o f t h e HS A s t a t u t e , i n c l u d i ng, I m i g h t add, 

t h e f a c t t h a t HSAs p r o v i ded p r e v e n t i ve b e n e f i t s 

f i r s t d o l l a r , w h i c h i s s o m e t h i ng t h a t a l o t o f 

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

we're t r y i n g t o e n c o u r a g e p e o p l e t o t a k e a d v a n t a g e 

o f t h o s e p r e v e n t i v e b e n e f i t s , so t h e r e ' s , you know, 

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

t h e m. 

B u t t h e t r u t h i s i s t h a t t h e HSA 

s t a t u t e w i l l i n f o r m b o t h t h e h i g h - r i sk p o o l b e n e f i t 

p a c k a g e as w e l l as t h e b r o a d e r b e n e f i t p a c k a g e s 

when we g e t t o t h e 20 14 i m p l e m e n t a t i o n . 



REPRESENTATI VE GODSHALL: Thank y o u . 

And t h a n k y o u , M r . C h a i r m a n . 

CHAIRMAN DELUCA: R e p r e s e n t a t i v e 

S c h r o d e r . 

REPRESENTATI VE SCHRODER: Thank y o u , 

M r . C h a i r m a n . 

And t h a n k you f o r y o u r t e s t i m o n y , 

Mr. K e e f e r . 

E a r l i e r i n y o u r t e s t i m o n y you had 

s u g g e s t e d t h a t t h e r e ' s a p o s s i b i l i t y t h a t some 

a s p e c t s o f t h e p l a n t h a t ' s g o i n g i n t o -- t h a t ' s 

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

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

what m i g h t be a b l e t o be m e t . And you c i t e d t h e 

p r o v i s i o n where a y o u n g p e r s o n w o u l d s t a y on t h e i r 

p a r e n t ' s p o l i c y t i l l t h e age o f t w e n t y - s i x . 

Now, my q u e s t i o n f o r you i s t h i s : Of 

t h e e m p l o y e r s who o f f e r c o v e r a g e , h e a l t h c a r e 

c o v e r a g e , what p e r c e n t a g e o f them, i f you know, do 

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

t h a t ' s t h e a r e a where t h e r e c o u l d p o s s i b l y be a 

p r o b l e m on t h a t i s s u e ? 

MR. KEEFER: I d o n ' t know t h e a nswer t o 

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

and r e p o r t b a c k t o y o u , I t h i n k . My comment i s , 



I'm t r y i n g t o a v o i d any o f t h e p o l i t i c s o f t h i s , 

j u s t s u g g e s t s t h a t , on a p o l i c y b a s i s , t h a t t h e r e 

a r e some l i m i t a t i o n s h e r e . And I t h i n k p e o p l e h a v e 

t o be v e r y c o g n i z a n t o f t h e c h a l l e n g e s on t h e 

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

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

t h i s . 

REPRESENTATI VE SCHRODER: So you d o n ' t 

know -¬

MR. KEEFER: What we c o m m i t t e d t o on 

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

bus i n e s s , we w o u l d b e g i n i m p l e m e n t i n g t h i s 

i m m e d i a t e l y . And I c a n t e l l y ou t h a t we f e l t t h a t 

t h a t made p o l i c y s e n s e and t h a t we f e l t t h a t i t 

made b u s i n e s s s e n s e , and I ' l l t e l l y ou why. 

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

who were g o i n g t o be g r a d u a t e d f r o m c o l l e g e o r 

g r a d u a t i n g f r o m h i g h s c h o o l w i t h o u t a j o b maybe, 

and b e i n g , q u o t e , u n q u o t e , what we c a l l " a g i n g o u t " 

of t h e t h e i r c o v e r a g e , i t made no s e n s e t o 

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

r e e n r o l l m e n t on S e p t e m b e r 2 3 r d , w h i c h i s why we 

s t e p p e d f o r w a r d . 

B u t , a g a i n , t h e l i m i t a t i o n i s t h a t t h e 

e m p l o y e r s -- and I 'm s u r e M r . G e l f a n d w i l l s p e a k t o 



t h i s -- a r e g o i ng t o be p a y i n g f o r t h a t . And i t ' s 

s o m e t h i n g t h a t we have t o be c o g n i z a n t o f b e c a u s e 

t h i s i s, y o u know, e l ements , a g a i n, we're v e r y 

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

REPRES ENTATI VE SCHRODER: I 'm n o t 

q u e s t i o n i ng t h e d e c i s i o n t o move f o r w a r d 

i m p l e m e n t i n g t h a t r i g h t away, e v e n t h o u g h I 

u n d e r s t a n d t h e r e was s u g g e s t i o n t h a t maybe t h a t 

was n ' t r e q u i r e d i n t h e f e d e r a l l a w t o i mpl ement i t 

r i g h t away. 

B u t , I g u e s s , y o u d o n ' t have any 

i n d i c a t i o n w h e t h e r i t ' s a s mal l p e r c e n t a g e o f 

e m p l o y e r s o r l a r g e p e r c e n t a g e o f e m p l o y e r s t h a t do 

n o t o f f e r d e p e n d e n t c a r e . 

MR. KEEFER: I d o n ' t . 

REPRES ENTATI VE SCHRODER: O k a y . T h a t ' s 

f i n e . 

My n e x t q u e s t i o n i s, t h e r e ' s been some, 

I w o u l d j u s t s a y , i n d i c a t i o n s , some s u g g e s t i o n s i n 

t h e p r e s s t h a t c e r t a i n empl o y e r s may o p t t o , y o u 

know, e v e n t u a l l y d r o p h e a l t h c a r e c o v e r a g e and o p t 

t o p a y t h e f i n e t h a t i s r e q u i r e d i n t h e new l aw. 

Has t h e r e been -- do y o u have any i n d i c a t i on o f how 

s e r i o u s a t h r e a t t h a t i s , how many empl o y e r s w i l l 

a c t u a l l y o p t t o t a k e t h a t s t e p ? And what i s t h e 



f i n e p e r e m p l o y e e i f t h e y do t h a t ? I s i t s i x 

h u n d r e d d o l l a r s o r s o m e t h i n g ? 

MR. KEEFER: A c t u a l l y , t h e f i n e -¬

w e l l , t o answer t h e f i r s t p a r t o f y o u r q u e s t i o n , I 

t h i n k t h e r e h a v e been a number o f b e n e f i t s 

c o n s u l t i n g f i r m s , I t h i n k M e r c e r and maybe U n i k . 

h a v e r e c e n t l y l o o k e d a t t h i s . And t h e f i n e 

s t r u c t u r e -- and, a g a i n , I t h i n k t h i s i s s o m e t h i n g 

M r . G e l f a n d w i l l s p e a k t o -- i s r e a l l y c h a l l e n g i n g 

i n some r e s p e c t s b e c a u s e o f t h e way t h a t p a r t - t i m e 

e m p l o y e e s a r e a l l o c a t e d . I t ' s a v e r y c o m p l i c a t e d 

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

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

d o l l a r s , d e p e n d i n g upon t h e c i r c u m s t a n c e s , up t o , 

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

o f f e r r a t e i s t h a t i f t h e c o v e r a g e e x c e e d s -- t h e 

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

b e l i e v e i t ' s 9.4 p e r c e n t , t h a t a l l o w s t h a t 

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

go i n t o t h e e x c h a n g e and i t a l s o p u t s a s a n c t i o n on 

t h e empl o y e r . 

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

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

go t o w a r d what R e p r e s e n t a t i v e G o d s h a l l was a s k i n g 

a b o u t t h e HSAs and t h e d e d u c t i b l e l e v e l s . 



And t h e n t h e r e ' s a l s o an i n t e r a c t i o n 

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

g o i ng t o be c r i t i c a l and s o m e t h i n g t h a t t h e r e s t i l l 

h as t o be g u i d a n c e on, b e c a u s e , as e v e r y o n e knows, 

one o f t h e com m i t m e n t s o f h e a l t h r e f o r m was t h a t 

i f , as an i n d i v i d u a l , y o u have c o v e r a g e y o u l i k e , 

y o u ' l l be a b l e t o k e e p t h a t c o v e r a g e . 

Wel l , t h e r e a r e many who a r e s u g g e s t i n g 

t h a t t o g r a n d f a t h e r , q u o t e , u n q u o t e , t h a t c o v e r a g e 

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

What we have been s u g g e s t i n g i s t h a t t h e r e a r e s ome 

c h a n g e s t h a t a r e done i n t h e n o r m a l c o u r s e . 

I ' l l g i v e y o u an e x a m p l e . One o f t h e 

mos t w i d e l y s o l d s t a t i n d r u g s , w i t h o u t g e t t i n g i n t o 

a p a r t i c u l a r company o r d r u g , b u t I t h i nk i t ' s been 

t h e g l o b a l l e a d e r i n p r e s c r i p t i o n d r u g s a l es i n 

r e c e n t y e a r s , i s g o i n g t o be comi ng o f f p a t e n t . I f 

an i n d i v i d u a l i s i n t h a t d r u g now, i n t h e s e c o n d 

t i e r , t h e y m i g h t have a t w e n t y - f i v e - d o l l a r , t h i r t y -

d o l l a r c o - p a y f o r t h a t p a r t i c u l a r d r u g . I f t h a t 

comes o f f p a t e n t and t h e r e ' s a g e n e r i c a v a i l a b l e , 

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

c o u l d be no c o - p a y . 

So t h e q u e s t i o n becomes, i s t h e p l a n 

g o i ng t o be a b l e t o move t h a t down and s t i l l k e e p 



g r a n d f a t h e r e d s t a t u s , b e c a u s e I t h i n k one o f t h e 

key d e c i s i o n p o i n t s f o r e m p l o y e r s w i l l be how much 

t h e y h a v e t o , e s s e n t i a l l y , buy up i n c o v e r a g e o r 

c hange t h e i r b e n e f i t d e s i g n , you know, l e a d i n g up 

t o 2014, and w h e t h e r t h e y want t o , you know, d e c i d e 

t o g e t o u t o f t h e e m p l o y e e b e n e f i t s b u s i n e s s . 

REPRESENTATI VE SCHRODER: I u n d e r s t a n d 

you h a v e , you know, v a s t k n o w l e d g e i n t h i s , 

p r o b a b l y more t h a n most o f us d o . And t h e r e a r e a 

number o f -- I'm s u r e t h e r e a r e many i m p l i c a t i o n s 

t o t h e s e q u e s t i o n s as w e l l , b u t what I'm p r i m a r i l y 

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

where do t h e s e e m p l o y e e s g o ? Do t h e y go i n t o t h e 

h i g h - r i s k p o o l and t h e n e v e n t u a l l y i n t o t h e s t a t e 

e x c h a n g e ? 

MR. KEEFER: T h a t ' s r i g h t . They 

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

p o o l , t h e i n d i v i d u a l has t o be w i t h o u t i n s u r a n c e 

f o r s i x m o nths, so t h e r e w o u l d be a gap f o r up 

t o -- as l o n g as s i x m o nths, i f an e m p l o y e r w o u l d 

d r o p c o v e r a g e , you know, i n a d v a n c e o f t h e e x c h a n g e 

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

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

e x c h a n g e . 

REPRESENTATIVE SCHRODER: They c o u l d go 



r i g h t i n t o w i t h o u t t h e s i x months ? 

MR. KEEFER: R i g h t . 

REPRES ENTATI VE SCHRODER: Now, i f t h a t 

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

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

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

s t a t e e x c h a n g e ? 

MR. KEEFER: I t h i nk t h a t , y o u know, 

what I w o u l d s a y i s t h a t t h e a n a l y s t s a t t h e 

C o n g r e s s i o n a l B u d g e t O f f i c e , who, as y o u and y o u r 

c o l l e a g u e s know, a r e t h e o f f i c i a l a r b i t e r s o f 

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

w o u l d be, I t h i nk, a modest d r o p o f e m p l o y e r 

c o v e r a g e . I t h i n k a n e t , i t ' s a b o u t s i x m i l l i o n . 

I 'm l o o k i ng a t M r . G e l f a n d . I t h i n k . So, y o u 

know, o t h e r --

REPRES ENTATI VE SCHRODER: T h a t ' s a 

p r o j e c t i o n . T h a t i s n o t a h a r d number, so I g u e s s 

i s q u e s t i o n i s - -

MR. KEEFER: I t c o u l d be h i g h e r . 

REPRES ENTATI VE SCHRODER: I 'm n o t 

a s k i n g -- we d o n ' t know y e t how many w i l l be 

d r o p p e d , and y o u s a i d y o u d o n ' t have t h e f i g u r e s 

f o r t h a t . B u t , I g u e s s , my q u e s t i o n i s , t h o u g h , i f 

t h a t h a p p e n s and t h e r e a r e , y o u know, t e n e m p l o y e e s 



o r t e n t h o u s and e m p l o y e e s t h a t go i n t o t h e h i gh-

r i s k p o o l as a r e s u l t o f t h a t , w i l l t h e f i nes t h a t 

t h e e m p l o y e r s p a y , w h i c h I presume w i l l go t o c o v e r 

t h e c o s t o f i n s u r i ng t h o s e i n d i v i d u a l s i n t h e h i gh-

r i s k p o o l , w i l l t h e y be enough t o c o v e r t h a t c o s t ? 

MR. KEEFER: I d o n ' t t h i nk t h a t t h e 

f i n e s a r e c o m m e n s u r a t e t o what c o v e r a g e c o s t s . 

REPRESENTATIVE SCHRODER: T h a t ' s my 

c o n c e r n . T h a t ' s my c o n c e r n , I g u e s s . 

MR. KEEFER: I t c o u l d be two o r t h r e e 

t h o u s a n d d o l l a r s . And I t h i n k e v e n -- you know, 

we've been c o n c e r n e d t h a t t h e y were i n s u f f i c i e n t on 

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

A n d , a g a i n , I s o r t o f go back t o my 

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

The r e a l r i s k w o u l d be i f f i r m s t h a t have a h i g h e r 

p r e p o n d e r a n c e o f a d v e r s e r i sk were t o s t o p o f f e r i n g 

c o v e r a g e , t h e n t h o s e w o u l d go i n t o t h e e x c h a n g e , 

b e c a u s e , t h e n , p o t e n t i a l l y you w o u l d have a l e s s 

h e a l t h y p o o l t h a n you w o u l d have a t l a r g e . 

I t h i n k , a g a i n , t h e b i g g e s t , i n my 

m i n d , c o n s i d e r a t i o n on t h e e m p l o y e r ' s s i d e i s g o i n g 

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

r e s p e c t t o t h e b e n e f i t i s s u e s . B e c a u s e , you know, 

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



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

f a m i l i e s , pay a q u a r t e r o f t h a t , w h i c h i s r o u g h l y 

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

f a m i l y c o v e r a g e -- i f t h e new b e n e f i t p a c k a g e 

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

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

t h e n t h a t e m p l o y e r ' s g o i n g t o make a d e c i s i o n a b o u t 

w h e t h e r t h e y ' r e g o i n g t o c o n t i n u e t o o f f e r 

c o v e r a g e . 

So I t h i n k t h e r e's a r e a l a r t f u l 

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

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

o f t h e t h i n g s t h a t we're t r y i n g t o do h e r e i s t o 

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

d i s m a n t l e i t , so my p o i n t a b o u t t h e e x c h a n g e s o r t 

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

REPRESENTATI VE SCHRODER: W e l l , my 

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

h e a l t h c a r e l a w , t h e r e a r e a number o f p o s s i b l e 

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

t o go w i t h o u t c o v e r a g e , w h i c h w o u l d t h e n -- and 

t h e n we w o u l d end up w i t h many more e m p l o y e e s i n 

t h e h i g h - r i s k p o o l . 

You m e n t i o n e d t h e s t a t e e x c h a n g e , b u t 

y e t n o t enough money c o m i n g i n t o pay f o r them, 



b e c a u s e o f i n a d e q u a t e f i nes , p e r h a p s , t o t h e 

e m p l o y e r s . So we've c r e a t e d a s y s t e m where i t ' s 

pos s i b l e t h a t more g e t dumped i n t o t h e p r o g r a m , n o t 

enough t o c o v e r i t , and t h e c o s t o f t h e p r o g r a m , 

you know, goes up e x p o n e n t i a l l y , you know, f r o m 

t h e r e . 

So I h a d a f e w o t h e r q u e s t i ons , b u t 

I ' l l s t o p . 

S o , t h a n k y o u , M r . C h a i r m a n . 

CHAIRMAN DELUCA: Thank y o u , 

R e p r e s e n t a t i ve S c h r o d e r . 

R e p r e s e n t a t i ve D a y . 

REPRES ENTATI VE DAY: Thank y o u , 

M r . C h a i r m a n . 

Thank you f o r y o u r t e s t i mony t o d a y . I 

r e a l l y a p p r e c i a t e you b e i n g h e r e . 

And t h a n k y o u , M r . C h a i r m a n , f o r h a v i n g 

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

Some o f t h e mos t i m p o r t a n t d e c i s i ons 

t h a t we make and t h a t we f a c e a r e h e r e -- o r t h a t 

we f a c e h e r e a t t h e s t a t e l e v e l a r e what p o l i c i e s 

we a r e g o i n g t o e n a c t and admi n i s t e r w h i c h w i l l 

manage p u b l i c and p r i v a t e a s s e t s o f o u r h e a l t h 

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

I'm c u r i o u s . I want t o g e t b a c k and 



t o u c h on what a f f e c t do you t h i n k t h e new t a x e s on 

d r u g s , m e d i c a l d e v i c e s , and s u c h , what a f f e c t do 

you b e l i e v e t h a t t h i s w i l l h a v e on t h e d i f f e r e n t 

i n d u s t r i e s t h a t t h e s e t a x e s a r e g o i n g t o be on? 

Do you b e l i e v e t h a t t h e s e i n d u s t r i e s 

w i l l i n t e r n a l i z e t h o s e new c o s t s ? Do you b e l i e v e 

t h a t t h e y w i l l , y ou know, c u t j o b s and become more 

e f f i c i e n t ? Or do you b e l i e v e t h a t i t w i l l be 

p a s s e d on t h r o u g h t o h e a l t h c a r e c o s t s ? W h i c h , you 

know, we're t r y i n g t o -- h o p e f u l l y , t h a t ' s what 

r e f o r m i s s u p p o s e d t o do, keep c o s t s down. So I 'm 

j u s t c u r i o u s what y o u r t h o u g h t s a r e . 

MR. KEEFER: Thank y o u , R e p r e s e n t a t i v e , 

f o r t h e q u e s t i o n . 

We've been v e r y c o n c e r n e d a b o u t t h e 

t a x e s . As I i n d i c a t e d , t h e r e ' s a, f o r t h e f i r s t 

t i m e , a n a t i o n a l p remium t a x t h a t , i r o n i c a l l y , i s 

o n l y on t h e f u l l y i n s u r e d s i d e o f b u s i n e s s and t h e 

i n d i v i d u a l s i d e . 

When I s a y i r o n i c a l l y , b e c a u s e t h o s e 

a r e t h e two p a r t s o f t h e m a r k e t p l a c e t h a t we're 

t r y i n g t o most h e l p i n t h i s l e g i s l a t i o n . And I 

t h i n k t h a t , you know, I remember b a c k t o l a w 

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

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



b r o a d l y s p r e a d . And t o t a k e one p a r t o f t h e 

m a r k e t p l a c e and o n l y a p p l y a t a x t o t h a t , 

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

a d v e r s e s e l e c t i o n , as I i n d i c a t e d . 

B u t more g e n e r a l l y , t o y o u r q u e s t i o n 

a b o u t t a x e s , I t h i nk e v e r y e c o n o m i s t o r e v e r y 

a n a l y s i s t h a t I 've s e e n , w h e t h e r i t be t h e 

C o n g r e s s i o n a l B u d g e t O f f i c e , w h e t h e r i t be t h e 

J o i n t C o m m i t t e e on T a x a t i o n , w h e t h e r i t be t h e 

J o i n t E c o n o m i c C o m m i t t e e , o r w h e t h e r i t be t h e 

a c t u a r i e s a t t h e C e n t e r s f o r M e d i c a r e and M e d i c a i d 

s e r v i c e s , a l l o f them have i s s ued r e p o r t s 

e s s e n t i a l l y s a y i n g t h a t t h e t a x w i l l , i n f a c t , be 

pas s e d t h r o u g h . 

So I t h i n k t h a t so r t o f goe s t o my 

p o i n t a b o u t t h e f a c t t h a t we have a l o t o f 

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

and q u a l i t y i m p r o v e m e n t , some o f w h i c h , you know, 

i s a l r e a d y u n d e r w a y i n P e n n s y l v a n i a . And you have 

many o f t h e h e a l t h p l ans , you know, c o l l a b o r a t i n g 

w i t h t h e p h y s i c i a n c o m m u n i t y t o do t h a t . B u t t h e 

p o i n t i s , as y o u ' v e i n d i c a t e d , we have t o be v e r y 

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

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

And I t h i nk we have t o v i e w a l l o f 



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

i n i s o l a t i o n , e a c h o f t h e s e t h i n g s, you kn ow, mi g h t 

h a v e a n o m i n a l i m p a c t , b u t i f you t a k e f i v e o r s i x 

t h i n g s t h a t a r e 1 p e r c e n t , p r e t t y s o o n y o u ' r e 

g e t t i n g t o a f a i r l y s i z a b l e n u m b e r . 

REPRESENTATI VE DAY: Thank y o u . 

I n s u r a n c e premium c o s t s , h o p e f u l l y -¬

what I 'm t r y i n g t o g e t a t w i t h h e a l t h c a r e r e f o r m 

i s t h a t we make a s y s t e m b e t t e r t h a t h o p e f u l l y 

c o v e r s more p e o p l e , t h e c o s t s a r e managed 

a p p r o p r i a t e l y , s m a r t l y and p r o p e r l y . 

I ' v e a l w a y s t h o u g h t t h a t i n s u r a n c e 

p remiums a r e made up o f c o s t s and a d m i n i s t r a t i v e -¬

h e a l t h c a r e c o s t s , a d m i n i s t r a t i v e c o s t s , and you 

b r o u g h t up u t i l i z a t i o n r a t e o r w h a t e v e r t h a t f a c t o r 

w o u l d b e . Terms l i k e p r e e x i s t i n g c o n d i t i o n , 

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

t h i n k t h o s e t e r m s a r e b e i n g j u s t p u s h e d a s i d e , and 

I r e a l l y a p p r e c i a t e t h e t i m e t h a t you t o o k t o d a y t o 

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

been a l l management p r o v i s i o n s t h a t h a v e been 

d e v e l o p e d o v e r t i m e as a way t o f a i r l y manage 

i n s u r a n c e r i s k p o o l s and t o k eep c o s t s down, w h i c h 

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

i s t h e h e a l t h c a r e c o s t . 



What do you b e l i e v e w i l l be, i f you 

c a n , t h e p e r c e n t a g e c o s t i n c r e a s e when we j u s t 

i f we j u s t p u s h t h e s e t y p e s o f t h i n g s a s i d e --

p r e e x i s t i ng c o n d i t i o n s , l i f e t i me l i m i t s on 

c o v e r a g e , and a d v e r s e s e l e c t i o n ? Have you o r 

anyone t h a t y o u ' v e s e e n i n t h e i n d u s t r y -- i s t h a t 

p u b l i s h e d , t h o u g h t a b o u t ? What i s t h e i n c r e a s e o f 

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

p r a c t i c e s as i d e ? 

MR. KEEFER: Y e a h . I t h i n k , you know, 

t h e a n s w e r i s t h a t t h e r e h a v e b e e n a number o f 

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

a g a i n , a l o t o f i t i s g o i n g t o go t o w a r d what 

h a p p e n s w i t h r e s p e c t t o t h e b e n e f i t des i g n , w h e t h e r 

t h e -- you know, t h e c h o i c e s t h a t p e o p l e make i n 

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

when we l ook a t t h e e x c h a n g e , you know, and what I 

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

e x c h a n g e i s g o i ng t o be a l o t o f new p e o p l e . The 

e s t i m a t e s a r e t h a t t h e r e ' s g o i ng t o be a b o u t 

s i x t e e n m i l l i o n new p e o p l e c o m i n g i n t o t h e 

e x c h a n g e t o g e t p r i v a t e c o v e r a g e . 

B u t i f t h o s e -- i f t h e r i s k o f t h o s e 

p o p u l a t i o n t h a t come i n i n i t i a l l y , we know t h a t 

i t ' s n a t u r a l b e h a v i o r t h a t p e o p l e t h a t n e e d h e a l t h 



s e r v i c e s a r e g o i n g t o be t h e f i r s t t o s eek t h e m . 

And one o f t h e t h i ngs t h a t we've 

l e a r n e d i n Mass a c h u s e t t s i s t h a t i f you d o n ' t p u t 

c o s t c o n t a i n m e n t and q u a l i t y i mprovement on 

p a r a l l e l t r a c t s t o e x p a n d t h e a c c e s s , y o u ' r e j u s t 

k i c k i n g t h e c a n down t h e r o a d and p u s h i ng o u t t h e 

c o s t p r o g r a m , and t h a t ' s -- you know, t h a t ' s 

c o m i n g -- t h e c h i c k e n s a r e c o m i n g home t o r o o s t now 

w i t h r e s p e c t t h e c h a l l e n g e s t h e r e . 

And t h e n t h e r e ' s a l s o an i s sue o f 

p r o v i d e r c a p a c i t y and w h e t h e r we h a v e t h e c a p a c i t y , 

and I know t h i s i s a p a r t i c u l a r c o n c e r n i n many o f 

t h e u r b a n and r u r a l a r e a s , i n i s s ues r e l a t e d t o 

w h e t h e r we h a v e enough p r i m a r y c a r e p h y s i c i a n s . 

B u t I w o u l d a l s o s u b m i t t o y o u , w h e t h e r we h a v e a 

number o f -- enough s p e c i a l i s t s i n s ome a r e a s , and 

what we c a l l , i n t h e h e a l t h p l an c o m m u n i t y , m u s t -

ha v e p r o v i d e r s , b e c a u s e t h e r e a r e c a s e s where, you 

know, i f you h a v e one a n e s t h e s i o l ogy p r a c t i c e , i t 

c a n be r e a l l y t o u g h t o n e g o t i a t e w i t h t h a t 

p r a c t i c e , and t h e y r e a l l y h a v e t h e u p p e r h a n d , 

b e c a u s e i f d o n ' t h a v e them, you know, i n y o u r 

n e t w o r k o r i n y o u r p l a n . S o a l l t h o s e a r e f a c t o r s 

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

And I t h i nk -- I know i t ' s 



u n s a t i s f y i n g , b u t t h e a n s w e r i s we d o n ' t know, 

w h i ch i s why i t ' s so i m p o r t a n t t o do what y o u ' r e 

d o i n g h e r e . And I t h i n k , a g a i n , a b i g p a r t o f i t 

g o es b a c k t o what h a p p e n s on t h e b e n e f i t s s i d e . 

REPRESENTATI VE DAY: I a p p r e c i a t e y o u r 

i n p u t on -- t h o s e were v e r y g e n e r a l q u e s t i o n s . 

And j u s t one more q u e s t i o n , 

M r . C h a i r m a n . I know you want t o keep t h i n g s 

m o v i n g a l o n g , so I ' l l t r y n o t t o t a k e t o o much o f 

t h e c o m m i t t e e ' s t i m e . 

B u t more s p e c i f i c a l l y , what we do a t 

t h e s t a t e l e v e l w i t h t h e a s s e t s , t h e f e d e r a l 

d o l l a r s t h a t a r e a v a i l a b l e and how q u i c k l y -- what 

o u r p o l i c i e s do t o how q u i c k l y we b u r n t h r o u g h 

t h e s e a s s e t s , do you e n v i s i o n -- how do you 

e n v i s i o n h i g h - r i s k p o o l and t h e p o l i c i e s t h a t we're 

g o i n g t o be t a l k i n g a b o u t ? 

I know C h a i r m a n G o d s h a l l t a l k e d a b o u t 

i t a l i t t l e b i t . D i d you e n v i s i o n t h a t more o f a 

t r a d i t i o n a l m o d e l o r more o f a newer t y p e o f -- I'm 

l e a r n i n g a l i t t l e b i t o f what t h e y ' r e p r o p o s i n g 

w i t h t h e f e d e r a l l e g i s l a t i o n . So i f you h a v e any 

f u r t h e r i n f o r m a t i o n a b o u t what t h e y ' r e p r o p o s i n g , 

d o es i t c h a n g e much, o r do you h a v e a 

r e c o m m e n d a t i o n o f w h i c h way we s h o u l d be g o i n g ? 



MR. KEEFER: I t h i n k one o f t h e k e y 

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

r e s p e c t t o t h e b e n e f i t p a c k a g e a r e g u i d e d by w h a t ' s 

c a l l e d an e s s e n t i a l b e n e f i t p a c k a g e , b u t t h e r e ' s no 

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

e s s e n t i a l b e n e f i t p a c k a g e . So I t h i n k i t ' s l a r g e l y 

unknown what t h e h i g h - r i s k p o o l p a c k a g e w i l l l o o k 

l i k e . 

T h e r e i s -- t h e r e a r e p r o v i s i o n s i n t h e 

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

p a c k a g e . B u t one o f t h e k e y q u i r k s i s t h a t what 

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

p l a n y e a r s b e g i n n i n g s i x months a f t e r e n a c t m e n t . 

So any p l a n t h a t g oes i n t o p l a c e s t a r t i n g S e p t e m b e r 

2 3 r d i s s u p p o s e d t o have o n l y t h e s e , q u o t e , 

u n q u o t e , r e s t r i c t e d a n n u a l l i m i t s . 

W e l l , t h e r e s t r i c t e d a n n u a l l i m i t s 

r e f e r t o t h e e s s e n t i a l b e n e f i t p a c k a g e . So t h e 

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

i n a c o u p l e months a r e s u p p o s e d t o b u i l d o f f o f 

s o m e t h i n g t h a t d o e s n ' t e x i s t y e t . 

So I j u s t p o i n t t h a t o u t . I t ' s one o f 

t h e r e a l u n k n o w n s . And I t h i n k t h e a g e n c i e s a r e 

g o i n g t o be f o r c e d t o o f f e r i n t e r i m g u i d a n c e on 

t h a t . 



And, a g a i n, j u s t s p e a k i n g t o what we 

know, what t h e y d i d i n Mass a c h u s e t t s i s , t h e y h a d 

t h e a c t u a r i a l v a l u e s t a n d a r d . And once t h e y had 

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

b e n e f i t s t h a t t h e y w a n t e d t o be i n t h e p a c k a g e , 

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

p a c k a g e b a s e d upon t h o s e g e n e r a l p a r a m e t e r s . 

So t h a t ' s k i nd o f w h a t ' s g o i n g t o 

h a p p e n , b u t , a g a i n , we d o n ' t know e x a c t l y b e c a u s e a 

l o t o f t h a t has y e t t o be d e f i n e d . 

REPRES ENTATI VE DAY: M r . C h a i r m a n , 

t h a n k you f o r t h e t i m e t o d a y , and I a p p r e c i a t e i t . 

CHAIRMAN DELUCA: Thank y o u , 

R e p r e s e n t a t i ve D a y . 

S c o t t , I j u s t 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 . 

Two t h i n g s you m e n t i o n e d -- you j u s t 

m e n t i o n e d , t h a t j u s t came t o my m i n d , t h e 

Mas s a c h u s e t t s p l a n you t a l k e d a b o u t , any t a l k a b o u t 

them r e s c i n d i n g t h e Mass a c h u s e t t s p l an i n 

Mas s a c h u s e t t s ? A r e t h e y -- a r e any o f t h e s t a t e 

r e p r e s e n t a t i v e s and t h e g o v e r n o r t a l k i n g a b o u t 

d o i ng away w i t h t h e Mass a c h u s e t t s p l an? 

F o r g e t a b o u t t h e f e d e r a l p l an r i g h t 

now. B e f o r e t h e y came w i t h t h e f e d e r a l p l an, d i d 



t h e y d e c i d e t h e y were g o i n g t o do away w i t h i t ? 

MR. KEEFER: No, I d o n ' t t h i n k s o . 

And, i n f a c t , t h e y ' r e e x c h a n g e and t h e i r s t r u c t u r e 

i s e s s e n t i a l l y g r a n d f a t h e r e d i n t o t h e -¬

CHAIRMAN DELUCA: B u t t h e y ' r e n o t 

t a l k i n g a b o u t d o i n g away w i t h i t . 

MR. KEEFER: No, s i r . 

CHAIRMAN DELUCA: O k a y . 

And you m e n t i o n e d t h e f a c t a b o u t t h e 

t a x e s b e i n g p a s s e d t h r o u g h . And u n l e s s I'm 

m i s t a k e n , when we r a i s e d t h e d o u b l e d i g i t s , r a t e s 

a r e g o i n g up on t h e i n s u r a n c e -- on s m a l l 

b u s i n e s s e s f o r t h e i r i n s u r a n c e . I i m a g i n e , t o s t a y 

i n b us i n e s s , t h e y h a v e t o p a s s t h a t t h r o u g h ; 

c o r r e c t ? 

MR. KEEFER: Y e s , s i r . I t ' s t h e c o s t 

o f b u s i n e s s . 

CHAIRMAN DELUCA: C o s t o f b u s i n e s s . I 

j u s t want t o p u t i t t h a t way. 

I want t o t h a n k you v e r y much, and I 

want t o b r i n g t o y o u r a t t e n t i o n t h a t we a r e , as I 

s a i d b e f o r e , g o i n g t o have more h e a r i n g s . And t h e n 

my i d e a , a t t h e end, a f t e r we have c o n c l u d e d some 

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

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



o f t h e a i s l e -- I mean b o t h s i des o f t h e i s s u e , and 

l e t ' s h e a r f r o m p r o s and c o n s on e a c h s i d e . 

What do you t h i nk o f t h a t i d e a ? 

MR. KEEFER: I t h i nk i t w o u l d be 

g r e a t . I t h i n k t h a t , a g a i n , I w o u l d e n c o u r a g e you 

t o h a v e d i a l ogue w i t h a l l i n t e r e s t e d p a r t i e s . 

CHAIRMAN DELUCA: R i g h t . I mean, 

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

d i s p u t e s ome o f t h e s t u f f t h a t we h e a r on d i f f e r e n t 

h e a r i n g s . And I l o o k e d f o r w a r d t o w o r k i n g w i t h 

y o u . 

MR. KEEFER: Thank y o u . 

CHAIRMAN DELUCA: Thank you v e r y much. 

MR. KEEFER: Y e s , s i r . 

CHAIRMAN DELUCA: N e x t i n d i v i d u a l t o 

t e s t i f y i s J o y J o h n s o n W i l s o n . S h e ' s t h e h e a l t h 

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

c o u n s e l , N a t i o n a l C o n f e r e n c e o f S t a t e L e g i s l a t u r e s . 

MS. WI LSON: H i , M r . C h a i r m a n . 

CHAIRMAN DELUCA: How a r e you t o d a y ? 

MS. WI LSON: V e r y g o o d . 

CHAIRMAN DELUCA: G o o d . G o o d . N i c e 

b r i g h t o u t f i t t h e r e and n i c e s m i l e, so i t l o o k s 

l i k e y o u ' r e g o i ng t o g e t g o i n g . 

MS. WI LSON: I mis s e d p a r t o f t h e 



p r e v i o u s t e s t i m o n y , b u t I know we're g o i n g t o c o v e r 

a l o t o f t h e same t h i n g s , so I'm g o i n g t o t r y and 

move f a i r l y q u i c k l y t h r o u g h t h e r e g u l a r s t u f f and 

g e t t o some t h i ngs he mi g h t n o t have c o v e r e d . 

CHAIRMAN DELUCA: V e r y g ood. Thank 

you . 

MR. WI LSON: F i r s t o f a l l , as you w e l l 

know, t h e r e a r e a c t u a l l y two new l a w s , and f o r a 

l o n g t i m e , we d i d n o t have one p i e c e o f 

l e g i s l a t i o n , we b l e n d e d two l a w s . And so f o r t h o s e 

o f us who a r e t r y i n g t o f i g u r e o u t what was i n i t , 

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

l e g i s l a t i o n i n f r o n t o f us and t h e n a l l t h e 

u n d e r l y i n g s t a t u t e s . 

So f o r t h e p o l i c y g e e k s i n Was h i n g t o n 

and a c r o s s t h e c o u n t r y , when t h e y p u t t o g e t h e r an 

i n t e g r a t e d b i l l , we a l l c h e e r e d . And now we're 

c a l l i n g i t t h e A f f o r d a b l e C a r e A c t . And t h a t 

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

b i l l and t h e n t h e r e c o n c i l i a t i o n b i l l t h a t amended 

i t . So when you h e a r t h e A f f o r d a b l e C a r e A c t , i t ' s 

r e a l l y t a l k i n g a b o u t two -- t h e two b i l l s t h a t were 

e n a c t e d w i t h i n a week o f e a c h o t h e r . 

Some n o t e s . B e c a u s e t h e y u s e d t h e 

r e c o n c i l i a t i o n p r o c e s s t o amend t h e s e n a t e b i l l , 



t h e r e were l i m i t s t o t h e k i nds o f amendments t h a t 

c o u l d be o f f e r e d . The amendments had t o h a v e a 

s u b s t a n t i a l f i n a n c i a l i m p a c t . 

So w a l k i n g b a c k , t h e s e b i l l s were 

d r a f t e d a s s u m i n g a f a l l 2009 p a s s a g e , and t h e 

d a t e s , t h e e f f e c t i ve d a t e s r e f l e c t t h a t . So when 

t h e b i l l d i d n ' t p a s s u n t i l M a r c h o f 2010, some o f 

t h e e f f e c t i v e d a t e s a r e v e r y a g g r e s s i v e . I n f a c t , 

some o f them a r e n e a r l y i m p o s s i b l e . And s ome o f 

them a r e a c t u a l l y r e t r o a c t i v e . So when you s ee 

t h a t , t h a t ' s why t h a t o c c u r r e d . 

And i t -- i t d oes a d d r e s s s ome o f t h e 

i s s ues t h a t we're h a v i n g on i m p l e m e n t a t i o n , b e c a u s e 

t h e e f f e c t i v e d a t e s a r e c o m i n g up on us v e r y 

q u i c k l y, w i t h o u t t h e u n d e r l y i n g g u i d a n c e and r u l es 

t h a t m i g h t w o u l d h a v e b e e n done had t h e b i l l p a s s e d 

when t h e -- l a s t f a l l . 

T h e r e a r e a l so -- b e c a u s e o f t h e 

i n a b i l i t y t o make t e c h n i c a l c o r r e c t i ons t o t h e 

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

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

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

t h a t we a r e g o i ng t o see what o f t e n h a p p e n s , a 

t e c h n i c a l c o r r e c t i ons b i l l , t h a t w o u l d lump them 

a l l t o g e t h e r and t h e y w o u l d p a s s t h a t . P a s s i ng 



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

and we p r o b a b l y a r e n o t g o i n g t o see a t e c h n i c a l 

c o r r e c t i o n s b i l l , w h i c h r e a l l y l e a v e s us t h e n t o 

t h e r e g u l a t o r y p r o c e s s t o make some o f t h o s e t h i n g s 

w ork, w h i c h i s a l i t t l e more c o m p l i c a t e d and more 

t i m e c o n s u m i n g . 

So I j u s t t h r o w t h a t o u t t h e r e , b e c a u s e 

as you w i l l s e e , w e ' r e h a v i n g some t e c h n i c a l 

d i f f i c u l t i e s as we go a l o n g and p a r t o f i t has t o 

do w i t h t h e p r o c e s s by w h i c h t h e b i l l was e n a c t e d . 

The o v e r v i e w : We m a i n t a i n e d o u r 

e m p l o y e r - b a s e d s y s t e m . Many p e o p l e s a y why? Money 

i s t h e r e a s o n . We a l r e a d y h a v e a l o t o f money 

i n v e s t e d i n t h e e m p l o y e r - b a s e d s y s t e m , and h a d we 

gone t o s o m e t h i n g e l s e , money w o u l d h a v e h a d t o 

have b e e n r a i s e d t o r e p l a c e t h e money t h a t t h e 

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

We e x p a n d e d and m o d i f i e d M e d i c a i d . 

Why? B e c a u s e t h a t money i s i n t h e s y s t e m . A l o t 

of t h i s h a d t o do w i t h how a r e you g o i n g t o pay f o r 

h e a l t h r e f o r m . And s o , i f you d i d n ' t h a v e t h e 

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

h a v e s t a t e s c o n t i n u e t o c o n t r i b u t e t o M e d i c a i d , i t 

w o u l d be v e r y d i f f i c u l t t o f i n a n c e h e a l t h r e f o r m . 

And so we have t h e M e d i c a i d e x p a n s i o n . 



The i n d i v i d u a l mandate was i m p o r t a n t i n 

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

W i t h o u t t h e i n d i v i d u a l m andate, t h e i n s u r e r s 

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

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

i n . And so w i t h o u t t h a t , t h e y w e r e n ' t r e a l l y 

i n t e r e s t e d i n p a r t i c i p a t i n g . 

And t h e n we have s ubs t a n t i a l s ubs i d i e s , 

b o t h on premiums and on c o s t s h a r i n g , and t h e 

ans wer, a g a i n, has t o do w i t h money. I n o r d e r t o 

make an i n d i v i d u a l mandate a f f o r d a b l e, you have t o 

have s ubs i d i e s . You c a n ' t r e q u i r e s omeone t o 

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

s u b s i d i e s f o r premiums and c o s t s h a r i n g a d d r e s s e s 

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

And t h e n , f i n a l l y , t h e h e a l t h i n s u r a n c e 

e x c h a n g e s , w h i c h i s a c r i t i c a l p i ece o f t h e o v e r a l l 

r e f o r m , p r o v i d e s a one-s t o p s h o p p i n g c e n t e r f o r 

t h o s e p e o p l e i n t h e i n d i v i d u a l and s mal l g r o u p 

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

t h e e x c h a n g e . And so t h i s p r o v i d e s a way f o r -- i t 

o r g a n i z e s a s y s tem f o r p e o p l e t o g e t a d v i c e on what 

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

s m a l l bus i n e s s e s -- and t h i s i s v e r y c r i t i c a l -¬

who do n o t have HR p e o p l e, i t p r o v i d e s t h a t HR 



c o n c e p t b u t t h e b u s i n e s s d o e s n ' t h a v e t o do i t . 

And b a c k i n t h e d a r k ages when I w o r k e d 

on t h e H i l l on t h e P e p p e r C o m m i s s i o n s t a f f , w h i c h 

was l o o k i ng a t how t o do h e a l t h c a r e -- n a t i o n a l 

h e a l t h c a r e r e f o r m , I was t h e c o n t a c t f o r s m a l l 

bus i n e s s . And one o f t h e t h i n g s t h a t k e p t c o m i n g 

up i s t h a t t h e y d i d n ' t h a v e t h e r e s o u r c e s t o be an 

HR p e r s o n and do h e a l t h i n s u r a n c e . So e v e n i f t h e y 

had t h e money, t h e r e s o u r c e s and f i n a n c i a l 

r e s o u r c e s , t h e y d i d n ' t h a v e t h e t i m e o r t h e 

i n c l i n a t i o n t o do t h e a n n u a l open s e a s o n i n h e a l t h 

i n s u r a n c e . And so t h i s h e a l t h e x c h a n g e c o n c e p t 

d oes a d d r e s s t h a t i s s u e . 

I was a s k e d t o t a l k a b o u t t h e t h i n g s 

t h a t t h i s c o m m i t t e e w o u l d h a v e t o l o o k a t 

i m m e d i a t e l y . And so t h e r e a r e some i m m e d i a t e 

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

r i s k p o o l s . And I r e a l i z e t h a t P e n n s y l v a n i a d oes 

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

c e r t a i n s p e c i a l o p p o r t u n i t y . And i n some r e s p e c t s , 

y o u ' r e b e t t e r o f f t h a n some s t a t e s t h a t a c t u a l l y 

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

f e d e r a l l e g i s l a t i o n i s so d i f f e r e n t t h a n any o f t h e 

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

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



u n c o m f o r t a b l e . 

I n some s t a t e s , t h e premium f o r t h e 

f e d e r a l r i s k p o o l w o u l d be h a l f o f what t h e premium 

i s u n d e r -- f o r p e o p l e who a r e i n t h e c u r r e n t r i sk 

p o o l . P e o p l e i n t h e c u r r e n t r i s k p o o l c a n n o t 

s w i t c h o v e r t o t h e f e d e r a l r i s k p o o l . So y o u ' l l 

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

d i f f e r e n t f i n a n c i a l r e q u i r e m e n t s . 

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

r i s k p o o l s i de i s t h e f a c t t h a t t h e f i v e b i l l i o n 

d o l l a r s i s, by a l l a c c o u n t s , i n s u f f i c i e n t t o f u n d a 

p r o g r a m t h r o u g h 2014. So t h e n t h e q u e s t i o n i s , 

what k i n d o f p r o g r a m does t h e s t a t e p u t f o r t h ? And 

more i m p o r t a n t l y, what i s t h e l i a b i l i t y o f 

h a v i n g -- b e c a u s e p e o p l e i n a r i s k p o o l a r e s i c k 

p e o p l e . T h e y ' r e -- by d e f i n i t i o n . So t h e y ' r e 

g o i ng t o have o n g o i n g c o s t s . 

When t h e money r u n s o u t , what h a p p e n s 

t h e n ? We d o n ' t r e a l l y h a v e a good a n s w e r f o r t h a t 

r i g h t now. We do know t h a t , a t l eas t c u r r e n t l y , 

t h e a d m i n i s t r a t i o n ' s pos i t i on i s t h a t i f money i s 

n o t a u t h o r i z e d and a p p r o p r i a t e d i n t h e h e a l t h 

r e f o r m b i l l , t h e y w i l l n o t be s e e k i n g new 

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

y e a r , w h i ch -- I d o n ' t know t h a t n e x t y e a r i s g o i n g 



t o be a w h o l e l o t b e t t e r and t h a t t h a t w o u l d 

c h a n g e . 

So I w o u l d t h i n k t h a t , on t h e s a f e s i d e 

o f t h i n g s , I w o u l d n o t assume t h a t t h e f i v e b i l l i o n 

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

t i m e . So t h a t l e a v e s s t a t e s w i t h some t o u g h 

d e c i s i o n s t o make a b o u t -- and some r e a l d e c i s i o n s 

a b o u t how you go a b o u t m a k i n g t h i s p r o g r a m work f o r 

y o u . 

I know some s t a t e s a r e t h i n k i n g a b o u t 

v o u c h e r s . T h a t h as n o t bee n a p p r o v e d y e t , b u t I 

t h i n k HHS i s b e i n g as f l e x i b l e as t h e y c a n , g i v e n 

t h e way t h e l e g i s l a t i o n i s d r a f t e d , t o g i v e s t a t e s 

as much f l e x i b i l i t y as t h e y c a n . T h e y ' r e t a k i n g 

a l l k i n d s o f s u g g e s t i o n s and t r y i n g t o r u n them 

t h r o u g h t h e i r l e g a l p e o p l e . So I t h i n k t h e r e ' s no 

harm i n p u t t i n g f o r t h an i n n o v a t i v e p l a n . 

HHS does n o t r e a l l y want t o r u n t h e s e 

r i s k -- t h e s e h i g h - r i s k p r o g r a m s i n t h e s t a t e . So 

t h e y a r e r e a l l y h o p i n g t h a t t h e y c a n g e t e v e n some 

o f t h e s t a t e s t h a t h a v e s a i d t h e y d o n ' t want t o r u n 

t h e p r o g r a m t o maybe r e t h i n k and come b a c k and r u n 

i t . 

So I t h i n k , j u s t g o i n g t o go t o my page 

where t h e -- t h e t h i n g s t h a t a r e s t i l l o u t s t a n d i n g 



on t h e r i sk p o o l s . The d e f i n i t i o n o f a p r e e x i s t i n g 

c o n d i t i o n i s n o t i n t h e s t a t u t e . I t ' s on page 

s i x . W h e t h e r o r n o t you c a n u s e t h e f u n d s f o r 

premium s ubs i d i es o f some s o r t . 

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

i t a f e d e r a l l i a b i l i t y o r i s i t a s t a t e l i a b i l i t y , 

i s one s e t o f ques t i o n s . I t ' s a f e d e r a l p r o g r a m , 

s t a t e a d m i n i s t e r e d . When t h e money r u n s o u t , who 

g e t s t h e h o t p o t a t o ? We d o n ' t know. 

S t a t e f l e x i b i l i t y , how f a r does i t g o? 

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

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

c l a i m s a r e r e a l t i m e . The admi n i s t r a t i v e c o s t s a r e 

p e r c e n t a g e o f o p e r a t i ng e x p e n s e s . T h e r e i s no -¬

t h e y a r e s i l e n t on w h e t h e r t h e r e i s a m e c h a n i sm f o r 

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

f u n d s f o r s t a r t - u p . 

So t h e q u e s t i o n i s , i f t h e r e i s n ' t any, 

t h e n t h a t means t h a t t h e s t a t e w o u l d h a v e t o f r o n t 

f r o m s ome money, w h i c h , i n some s t a t e s , w o u l d be a 

b a r r i e r t o m o v i ng f o r w a r d . And s o t h i s i s s t i l l an 

open ques t i o n as f a r as I know. 

And t h e n , f i n a l l y , t h e r e i s a 

r e q u i r e m e n t t h a t s t a t e s h a v e a c i t i z e n v e r i f i c a t i o n 

p r o c e s s, b e c a u s e one o f t h e e l i g i b i l i t y 



r e q u i r e m e n t s i s t h a t t h e i n d i v i d u a l i s a c i t i z e n o r 

l a w f u l l y p r e s e n t . 

What we d o n ' t know i s what p r o c e s s t h e 

HHS w i l l c o n s i d e r meets t h e t e x t . So i f you s a y 

t h i s i s what we do t o v e r i f y a c i t i z e n s h i p , d o es 

t h a t make i t o r n o t ? And t h e y ' v e n o t a d d r e s s e d 

t h a t . And so t h a t ' s s o m e t h i n g t h a t t h e y ' r e g o i n g 

t o h a v e t o l o o k a t v e r y s o o n , b e c a u s e t h e y hope t o 

r e l e a s e t h e f i r s t a l l o t m e n t s J u l y 1 s t . 

So a l o t o f t h e s e q u e s t i o n s h a v e t o be 

a n s w e r e d v e r y s o o n , b u t as f a r as I know, r i g h t 

now, t h e s e a r e s t i l l open q u e s t i o n s . So I t h o u g h t 

t h a t was w o r t h m e n t i o n i n g . 

G o i n g b a c k now t o page -- I 'm j u s t 

g o i n g t o s k i p t h r o u g h , b e c a u s e y o u ' v e a l r e a d y 

t a l k e d a b o u t t h e v a r i o u s r e f o r m s and go t o -- I'm 

g o i n g f r o m page s i x f o r w a r d . 

The e a r l y r e t i r e e r e - i n s u r a n c e p r o g r a m , 

t h e s t a t u t e s p e c i f i c a l l y s t a t e s t h e s t a t e and l o c a l 

g o v e r n m e n t s a r e e l i g i b l e t o p a r t i c i p a t e . And I 

must s a y , we g o t a f l u r r y o f phone c a l l s o f v e r y 

e x c i t e d s t a t e and l o c a l g o v e r n m e n t f o l k s t o j u s t 

make s u r e t h a t t h a t ' s what i t s a i d . And t h a t ' s 

what i t s a y s . 

Now, one t h i n g t h a t a l o t o f p e o p l e 



o v e r a t HHS d i d n ' t seem t o know i s t h a t s t a t e s -- a 

l o t o f s t a t e s h a v e more t h a n one r e t i r e e h e a l t h 

p r o g r a m f o r t h e i r s t a t e e m p l o y e e s . And so t h e r e ' s 

b e e n -- s ome s t a t e s were as k i n g , Wel l , c a n a l l o f 

them a p p l y ? Can j u s t one o f them a p p l y ? And i t 

a p p e a r s t o be a l l c a n a p p l y . 

The b i g d e a l on t h i s i s , t h i s i s a 

f i r s t - c o m e , f i r s t - s e r v e p r o g r a m . So u n l i k e t h e 

r i s k p o o l s, where e a c h s t a t e g e t s a s p e c i f i c 

a l l o t m e n t , t h i s i s m u s i c a l c h a i r s . The m u s i c 

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

done, i t ' s o v e r . 

So we d o n ' t b e l i e v e f i v e b i l l i on i n 

t h i s p r o g r a m i s g o i n g t o go v e r y f a r e i t h e r . So 

i t ' s v e r y i m p o r t a n t f o r anyone who w a n t s t o 

p a r t i c i p a t e t o make s u r e t h a t t h e y ' v e g o t a l l t h e i r 

d u c k s i n o r d e r , b e c a u s e i f you p u t i n an 

a p p l i c a t i on and i t ' s s h o r t , m e a n i ng t h a t t h e r e ' s 

s o m e t h i n g t h a t ' s n o t q u i t e r i g h t w i t h i t , t h e y bump 

i t o u t and i t goes t o t h e b a c k o f t h e l i n e . Wel l , 

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

c o u l d mean you d o n ' t g e t a n y t h i n g . So I j u s t t h r o w 

t h a t o u t t h e r e . 

T h e r e ' s b e e n some i n t e r i m f i n a l r u l e . 

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



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

p e o p l e a r e i n v o l v e d i n t h o s e c a l l s and w i l l -- you 

s h o u l d p r o b a b l y c h e c k i n w i t h them and see how 

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

On d e p e n d e n t c o v e r a g e , o f a l l o f t h e 

i s s u e s i n h e a l t h r e f o r m t h a t we g e t c a l l s on, and 

we g e t l o t s o f them, I hav e t o s a y t h i s i s one o f 

t h e h i g h e s t v o l u m e c a l l s we g e t , a b o u t t h e 

d e p e n d e n t c o v e r a g e . And we t h o u g h t i t was a v e r y 

s i m p l e i s s u e ; i t ' s n o t . 

And f i r s t o f a l l -- and l e g i s l a t o r s 

w i l l n e e d t o know, b e c a u s e p e o p l e w i l l c a l l y o u . 

T h i s i s a -- you know, t h a t i s a g u t - w r e n c h i n g 

i s s u e f o r a l o t o f p e o p l e , and a l o t o f y o u r 

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

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

The e x t e n s i o n p a s t g r a d u a t i o n o n l y w o r k s i f y o u ' r e 

c u r r e n t l y on t h e p a r e n t ' s i n s u r a n c e . So i f you 

were u n d e r u n i v e r s i t y c o v e r a g e and you g r a d u a t e , 

you d o n ' t j u s t g e t t o go on y o u r p a r e n t ' s c o v e r a g e , 

w h i c h i s n o t w e l l u n d e r s t o o d a c r o s s t h e c o u n t r y , I 

can a s s u r e y o u . 

So when w o u l d t h o s e i n d i v i d u a l s be 

e l i g i b l e t o go on t h e i r p a r e n t ' s i n s u r a n c e i s t h e n 

t h e q u e s t i o n . The e f f e c t i v e d a t e o f t h e p r o v i s i o n 



i s S e p t e m b e r 2 3 r d , 2010, b u t i t a p p l i e s t o p l a n 

y e a r s t h a t b e g i n on o r a f t e r t h a t d a t e . 

So a t y p i c a l p l an y e a r s t a r t s J a n u a r y 1 

o f a c a l e n d a r y e a r , w h i c h means t h a t b e t w e e n May o r 

J u n e , when t h e y -- a p e r s o n g r a d u a t e s , and J a n u a r y 

1, when t h e i r p a r e n t s p l an r e - u p s , t h e y a r e n o t 

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

d i d n ' t u n d e r s t a n d . And I t h i n k i t ' s i m p o r t a n t f o r 

a l l o f you t o u n d e r s t a n d , t h a t t h e e f f e c t i ve d a t e 

i s bas ed on a p l a n y e a r , w h i c h c o u l d s t a r t on 

J a n u a r y 1 o r i t c o u l d be A p r i l o r i t c o u l d be J u n e 

o r , you know. So p l a n y e a r s v a r y , d e p e n d i ng on t h e 

company. 

Now, s ome c o m p a n i e s h a v e d e c i d e d on 

t h e i r own t h a t t h e y w i l l s i mpl y e x t e n d . A l o t o f 

c o m p a n i e s a r e n o t . And so mos t o f t h o s e f a m i l i e s 

a r e l o o k i ng a t C o b r a c o v e r a g e o r l o o k i n g i n t o 

i n d i v i d u a l c o v e r a g e . Most o f them a r e n o t t a k i n g 

t h a t b e c a u s e i t ' s v e r y e x p e n s i v e . B u t I t h i n k i t ' s 

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

I made a v a i l a b l e i s on t h e d e p e n d e n t c o v e r a g e 

i s s ue, b e c a u s e I t h i n k t h a t ' s v e r y i m p o r t a n t . 

I know S c o t t t a l k e d a b o u t t h e 

r e s c i s s i o n s , l i m i t s on p r e e x i s t i n g e x c l u s i ons f o r 

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



won't c o v e r t h o s e . 

One t h i n g t h a t we a t NCSL a r e w o r k i n g 

on and we h a v e n ' t g o t t e n i t done y e t i s l o o k i n g a t 

t h e t r e a t m e n t o f s t a t e and l o c a l g o v e r n m e n t p l a n s 

and h e a l t h r e f o r m . N o r m a l l y , s t a t e and l o c a l 

g o v e r n m e n t p l a n s h a v e an o p t - o u t p r o v i s i o n 

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

m a n d a t e s . T y p i c a l l y , t h o s e -- t h e a b i l i t y t o o p t 

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

s t a t u t e . 

I n t h i s s t a t u t e , w h e r e i t ' s 

s p e c i f i c a l l y a d d r e s s e d i n a few p l a c e s and where 

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

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

g o v e r n m e n t p l a n s . And so we a r e w o r k i n g w i t h t h e 

peo p l e a t HHS and t h e D e p a r t m e n t o f L a b o r , who a r e 

t h e e x p e r t s i n t h i s a r e a , t o h e l p us p u t t o g e t h e r a 

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

g o v e r n m e n t p l a n and h e a l t h r e f o r m . And we hope t o 

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

T h e r e a r e some i s s u e s t h a t b o t h t h e 

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

b e c a u s e t h e y h a v e t o make a c a l l . I t ' s u n c l e a r , 

and t h e y ' v e g o t t o make a d e c i s i o n a b o u t w h i c h way 

t h i n g s g o . And so we w i l l make s u r e -- we w i l l be 



p u t t i n g s o m e t h i ng o u t when we have t h a t i n f o r m a t i o n 

and g e t i t t o a l l o f o u r members t o l e t them know 

where y o u s i t . 

We do know t h a t we we f e e l l i k e most 

s t a t e and l o c a l g o v e r n m e n t p l a n s w o u l d be 

g r a n d f a t h e r e d p l a n s . And t h e q u e s t i on i s , w h i c h 

k i n d -- w h i c h -- u n d e r n e a t h t h a t , w h i c h t h i n g s 

m i g h t we have t h e o p p o r t u n i t y t o o p t o u t i f we 

w a n t e d t o . 

And, o f c o u r s e , t h e i s s u e t h a t S c o t t 

m e n t i o n e d on g r a n d f a t h e r e d p l a n s -- and t h i s i s 

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

i n s u r a n c e l e g i s l a t i o n -- i s i f y o u have i n s u r a n c e 

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

t h a t t h e n make t h a t p l a n no l o n g e r g r a n d f a t h e r e d ? 

And so we d o n ' t h a v e t h e an s w e r t o t h a t . 

A few s t a t e s h a v e p u t p r o v i s i o n s i n 

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

d e t e r m i n e s t h a t t h i s l aw w o u l d remove t h e 

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

p u t a r e p e a l e r i n so t h a t t h e p l a n s c a n r e t a i n 

t h e i r g r a n d f a t h e r s t a t u s . So I t h r o w t h a t o u t 

t h e r e as s o m e t h i n g t h a t i s b e i ng c o n s i d e r e d i n s ome 

s t a t e s . I b e l i eve M a r y l and d i d t h a t , w i t h some o f 

t h e i r l e g i s l a t i on t h a t t h e y h a d p e n d i n g a t t h e t i m e 



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

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

e x c h a n g e s , I know 2014 seems l i k e a l i f e t i m e away, 

b u t i t ' s r e a l l y l i k e t o m o r r o w . And a c t u a l l y n e x t 

y e a r t h e s e c r e t a r y w i l l h a v e p l a n n i n g g r a n t s 

a v a i l a b l e f o r s t a t e s t o s t a r t w o r k i n g on p l a n n i n g 

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

a n o t h e r p r o v i s i o n i n t h e l a w t h a t s a y s t h a t s t a t e s 

must d e c l a r e w h e t h e r t h e y a r e g o i n g t o o p e r a t e t h e 

e x c h a n g e o r w h e t h e r t h e y a r e g o i n g t o have HHS 

o p e r a t e t h e e x c h a n g e by t h e end o f 2 012 . 

So w h i l e t h e e x c h a n g e s go i n t o e f f e c t 

i n 201 4, t h e r e a r e k e y d e c i s i o n s s t a t e s h a v e t o 

make w e l l b e f o r e t h a t . And so I w a n t e d t o c a l l 

t h a t t o y o u r a t t e n t i o n . 

I t h i n k t h e most i m p o r t a n t t h i n g a b o u t 

t h e e x c h a n g e t h a t I d o n ' t know i s w e l l u n d e r s t o o d 

i s t h a t t h e e x c h a n g e s and t h e M e d i c a i d p r o g r a m a r e 

s u p p o s e d t o be i n t e r o p e r a b l e . Now, M e d i c a i d has 

n o t b e e n i n t e r o p e r a b l e w i t h a n y t h i n g e v e r . So I 

t h i n k t h i s i s a h e a v y l i f t . B u t t h i s r e q u i r e s t h e 

i n s u r a n c e c o m m i t t e e and M e d i c a i d c o m m i t t e e s t o have 

t o t a l k , r e a l t a l k . B e c a u s e i f I show up a t t h e 

e x c h a n g e and I am M e d i c a i d e l i g i b l e , t h e i d e a i s 

I'm n o t s u p p o s e d t o l e a v e t h e e x c h a n g e u n e n r o l l e d 



i n s o m e t h i n g . I n o t h e r w o r d s , t h e e x c h a n g e has t o 

be a b l e t o f a c i l i t a t e my a p p l i c a t i o n f o r M e d i c a i d . 

A t t h e same t i m e , i f I s how up a t t h e 

M e d i c a i d o f f i c e and I'm i n e l i g i b l e f o r M e d i c a i d and 

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

t h a t t h e M e d i c a i d o f f i c e w i l l be a b l e t o f a c i l i t a t e 

my a p p l i c a t i on i n t h e e x c h a n g e . So t h i s i s b o t h a 

s y s t e m s ' i s s ue as w e l l as a p r a c t i c a l i s s u e i n t e r m s 

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

S o , v e r y i m p o r t a n t when y o u l o o k a t how 

y o u ' r e g o i n g t o -- what y o u r e x c h a n g e i s g o i n g t o 

l o o k l i k e , i t ' s v e r y i m p o r t a n t t h a t t h a t i s done 

w i t h i n t h e f r a m e w o r k o f l o o k i n g a t how y o u r 

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

e x p a n d M e d i c a i d and t a k e t h e new m a n d a t o r y 

c a t e g o r i e s i n . 

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

t h a t t h e r e i s a huge e d u c a t i o n e f f o r t t h a t ' s g o i ng 

t o h a v e t o be done a t t h e s t a t e l e v e l t o e x p l a i n 

t h i s w h o l e t h i n g t o p e o p l e t h a t i f y o u want t o be 

i n t h e e x c h a n g e b u t y o u ' r e e l i g i b l e f o r M e d i c a i d , 

y o u ' r e i n M e d i c a i d . 

We're g o i ng t o h a v e t o r e m a r k e t 

M e d i c a i d n o t as a w e l f a r e p r o g r a m , and we t r i ed t o 

do t h a t d u r i ng w e l f a r e r e f o r m and I d o n ' t t h i nk we 



q u i t e g o t t h e r e , b u t now we're g o i n g t o have t o g e t 

t h e r e , b e c a u s e M e d i c a i d i s now g o i n g t o be a 

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

i n c ome . 

Now, one o f t h e t h i n g s t h e y d i d w i t h 

M e d i c a i d i s t h e y c h a n g e d e l i g i b i l i t y so i t ' s i ncome 

o n l y f o r p e o p l e who go d i r e c t l y i n t o M e d i c a i d . So 

t h e y ' v e r e moved t h e a s s e t s t e s t , t h e i n c o m e 

d i s r e g a r d s f o r most p e o p l e . " M o s t " b e i n g 

o p e r a t i v e . 

I f you go i n t o M e d i c a i d as a r e s u l t o f 

b e i n g i n t h e c h i l d w e l f a r e s y s t e m , so i f y o u ' r e a 

f o s t e r c h i l d and you go -- and you a r e 

c a t e g o r i c a l l y e l i g i b l e f o r M e d i c a i d by v i r t u e o f 

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

c h i l d r e n r e m a i n s w i t h a l l t h e a s s e t s d i s r e g a r d s , 

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

t h e same i s t r u e f o r p e o p l e t h a t come i n t o M e d i c a i d 

b e c a u s e t h e y ' r e r e c e i v i n g s u p p l e m e n t a l s e c u r i t y 

i n c o m e . So t h e y ' r e l o w - i n c o m e , d i s a b l e d p e o p l e . 

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

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

M e d i c a i d . T h e r e i s an a s s e t s t e s t f o r t h a t . T h a t 

r e m a i n s . 

So t h e new e l i g i b i l i t y s y s t e m , w h i l e 



f o r most p e o p l e w i l l be i n come o n l y , w i l l s t i l l 

h a v e s ome o f t h e v e s t i g e s o f t h e e x i s t i ng s y s t e m , 

and so t h a t ' s a c o m p l i c a t i o n i n t e r m s o f s y s t e m s . 

I t h o u g h t t h a t was w o r t h n o t i n g . 

The o t h e r k e y o u t s t a n d i n g i s s u e i s t h e 

b e n e f i t p a c k a g e . I t i s key t o e v e r y t h i n g . And 

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

w i l l be t h e s e c r e t a r y o f HHS, by r u l e , who w i l l 

e s t a b l i s h what c o n s t i t u t e s t h e es s e n t i a l b e n e f i t 

p a c k a g e . 

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

a p r o v i s i on i n t h e l a w t h a t s a y s , i f you h a v e 

s t a t e - m a n d a t e d b e n e f i t s , y o u ' r e p r o t e c t e d ; you c a n 

k e ep t h e m . However -- and t h e h o w e v e r i s 

i m p o r t a n t -- i f you h a v e m a n d a t e d b e n e f i t s t h a t a r e 

n o t i n t h e e s s e n t i a l b e n e f i t p a c k a g e , you mus t pay 

f o r them t o k eep t h e m . S o , i n o t h e r w ords , you 

w o u l d h a v e t o pay e i t h e r t h e p l a n s o r t h e 

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

b e n e f i t p a c k a g e c o s t s above t h e e s s e n t i a l b e n e f i t 

p a c k a g e . 

Now, we do n o t know, t h e s t a t u t e d oes 

n o t s a y , who w o u l d make t h i s -- who w o u l d d e t e r m i n e 

t h e a c t u a r i a l v a l u e , h o w e v e r , I assume t h a t most 

s t a t e s w i l l be t a k i n g a h a r d l ook a t t h e i r m a n d a t e d 



b e n e f i t s , and c e r t a i n l y when t h e e s s e n t i a l b e n e f i t 

p a c k a g e i s d e t e r m i n e d , t o see where you a r e i n t h e 

u n i v e r s a l scheme o f t h i n g s . And, c e r t a i n l y , I 

t h i n k t h i s i s a t o u g h i s s u e f o r s t a t e l e g i s l a t o r s , 

b e c a u s e t h o s e m a n d a t e d b e n e f i t s d i d n ' t j u s t a p p e a r 

o u t o f t h i n a i r . Somebody f o u g h t v e r y h a r d t o have 

them i n c l u d e d , and many p e o p l e b e l i e v e t h a t t h e 

p r o m i s e o f k e e p i n g y o u r b e n e f i t s t h a t you have 

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

t h a t t h e y f o u g h t f o r a t t h e s t a t e l e v e l . 

So t h a t i s s o m e t h i n g t h a t t h i s 

c o m m i t t e e , b e i n g t h e i n s u r a n c e c o m m i t t e e , t h a t 

w o u l d f a l l i n y o u r p u r v i e w , and I j u s t w a n t e d t o 

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

y o u ' l l h a v e t o t h i n k a b o u t . 

I t h i n k I 'm g o i n g t o s t o p t h e r e . I 

c o u l d t a l k a b o u t t h e s t u f f a l l day, b u t I t h i n k 

i t ' s p r o b a b l y more i m p o r t a n t t h a t I g e t t o y o u r 

q u e s t i o n s and t r y n o t t o r e p e a t t o o much o f what 

Sco t t s a i d . 

CHAIRMAN DELUCA: W e l l , we c e r t a i n l y 

a p p r e c i a t e t h a t , J o y , and I t h i n k one o f t h e t h i n g s 

you m e n t i o n e d a b o u t i s t h e h i g h - r i s k p o o l , and we 

have t o be i n n o v a t i v e . F o r t u n a t e l y , we have a 

r e p r e s e n t a t i v e h e r e who's v e r y i n n o v a t i v e , 



R e p r e s e n t a t i ve K o t i k , who's s p o n s o r e d t h e b i l l , and 

I'm s u r e he i s a v e r y i n n o v a t i ve l e g i s l a t o r , and 

I'm g l ad you m e n t i oned t h a t . So we c e r t a i n l y l o o k 

f o r w a r d t o R e p r e s e n t a t i v e K o t i k's i n n o v a t i on t o 

a d d r e s s i n g t h i s p i ece o f l e g i s l a t i o n . 

J o y , l e t me ask you one t h i n g . You 

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

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

w a n t e d was t o make s u r e t h a t e v e r y b o d y was i n i t . 

Am I c o r r e c t ? 

MS. WILSON: Y e s . 

CHAIRMAN DELUCA: Does t h i s p l a n work 

i f -- does t h e n a t i o n a l h e a l t h c a r e p l a n work i f 

e v e r y b o d y h a d t h e o p t i o n t o d e c i d e w h e t h e r t h e y 

want t o o p t i n o r o p t o u t ? 

MS. WI LSON: P r o b a b l y n o t . 

CHAIRMAN DELUCA: P r o b a b l y n o t . 

MS. WI LSON: P r o b a b l y n o t . 

CHAIRMAN DELUCA: Thank y o u . 

Any q u e s t i o n s ? 

R e p r e s e n t a t i ve G o d s h a l l . 

REPRES ENTATI VE GODSHALL: R e a l q u i c k , I 

know we're r u n n i n g o v e r t i m e . 

D e f i n i t i o n o f p r e e x i s t i n g i s u s e d . And 

who's g o i ng t o --



MS. WILSON: Y e s . 

REPRESENTATI VE GODSHALL: And who i s 

g o i n g t o -- who i s g o i n g t o be a t t h e end on t h e 

hook f o r t h a t p r e e x i s t i n g , t h e f e d s o r t h e s t a t e s ? 

MS. WI LSON: W e l l , t h i s i s f o r t h a t -¬

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

r i s k p o o l p r o g r a m . 

And some s t a t e s h a v e d e f i n i t i o n s t h a t 

d i f f e r f r o m d e f i n i t i o n s o f p r e e x i s t i n g c o n d i t i o n s 

t h a t a l r e a d y e x i s t i n f e d e r a l s t a t u t e . And so 

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

d e f i n i t i o n s t o be c o v e r e d , and so t h e y w a n t e d t o -¬

i t was k i n d o f a h e a d s - u p t o t h e s e c r e t a r y n o t t o 

n e c e s s a r i l y p u l l f r o m e x i s t i n g f e d e r a l l a w t o make 

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

some -- t h a t w o u l d l i m i t t h e f l e x i b i l i t y o f some 

s t a t e s as t h e y t r y t o p u t t o g e t h e r t h e i r h i g h - r i s k 

p r o g r a m . B u t i t ' s t h e s e c r e t a r y ' s c a l l , a t t h e end 

o f t h e d a y . 

REPRESENTATI VE GODSHALL: And a n o t h e r 

t h i n g t h a t you had m e n t i o n e d e a r l i e r , t h a t some 

s t a t e s -- s t a t e s may have t o f r o n t money. 

MS. WI LSON: Y e s . 

REPRESENTATI VE GODSHALL: And I'm n o t 

s u r e how many s t a t e s a r e g o i n g t o be a b l e t o f r o n t 



money. T h i s s t a t e r i g h t now has a l i t t l e money 

p r o b l e m j u s t t o pay i t s b i l l , p r e s e n t b i l l s . 

MS. WI LSON: R i g h t . 

REPRESENTATI VE GODSHALL: C o u l d you 

e x p o u n d a l i t t l e b i t on t h a t ? 

MS. WI LSON: I t h i n k we were t r y i n g t o 

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

money, b e c a u s e you a r e r i g h t , most s t a t e s d o n ' t 

h a v e t h e a b i l i t y t o p u t t h a t money up f r o n t . A l o t 

o f them a r e n o t i n s e s s i o n anymore and --

REPRESENTATI VE GODSHALL: R i g h t . 

MS. WI LSON: And t h e q u e s t i o n becomes, 

can t h e y r e a l l y c o b b l e t o g e t h e r -- i s t h e r e 

d i s c r e t i o n a r y money a n y w h e r e e v e r t o do t h a t ? And 

so what we're s a y i ng i s t h a t t h e r e n e e d s t o be a 

way f o r t h e a d m i n i s t r a t i v e f u n d s n o t t o be 

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

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

REPRESENTATI VE GODSHALL: Do we have 

any i d e a what amounts o f money we're t a l k i n g 

a b o u t ? I mean, how -- a l o t o f money? 

MS. WI LSON: I t d e p e n d s on what t h e 

s t a t e p l a n s t o do, and i t ' s v e r y d i f f e r e n t f r o m 

e v e r y s t a t e . S o I d o n ' t t h i n k we -- I d o n ' t know 

t h a t t h e r e ' s a g e n e r a l amount, b u t e v e r y s t a t e i s 



g o i ng t o have s ome u p - f r o n t c o s t t o a d m i n i s t e r a 

new p r o g r a m . 

REPRES ENTATI VE GODSHALL: And t h i s 

money won't be t a k e n f r o m a n o t h e r p r o g r a m t h a t we 

can t a k e i t f r o m and s u b s t i t u t e i t ; i t w i l l be new 

d o l l a r s ? 

MS. WI LSON: I g u e s s i f a s t a t e h a s 

f l e x i b i l i t y t o move s ome money, and t h a t ' s t h e 

q u e s t i on a b o u t --

REPRES ENTATI VE GODSHALL: I 'm n o t 

t a l k i n g a b o u t a n o t h e r h e a l t h c a r e p l a n . We c a n ' t 

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

MS. WI LSON: Oh. No. I t ' s -- t h e f i v e 

b i l l i o n i s t h e f i v e b i l l i o n . 

REPRES ENTATI VE GODSHALL: Thank y o u . 

MS. WI LSON: Y o u ' r e w e l c o m e . 

CHAIRMAN DELUCA: Thank y o u , J o y . 

Thank you f o r t a k i ng t h e t i me t o come f r o m 

Was h i n g t o n t o t e s t i f y . We r e a l l y a p p r e c i a t e i t . 

MS. WI LSON: Oh, y o u ' r e w e l come. My 

p l e a s u r e . 

And we j u s t w a n t e d t o l e t you know t h a t 

we do have a w e b s i t e t h a t h a s a l l t h i s i n f o r m a t i o n , 

and as we g e t more i n f o r m a t i o n , we keep -- we 

u p d a t e i t d a i l y . 



CHAIRMAN DELUCA: Wel l , we a p p r e c i a t e 

t h a t v e r y much. Thank you v e r y much. You do a 

g r e a t j o b . 

The n e x t i n d i v i d u a l i s o u r 

commis s i o n e r , J o e l A r i o , i n s u r a n c e d e p a r t m e n t 

commi s s i o n e r . 

Wel come, Commis s i o n e r . A l w a y s good t o 

see y o u . 

COMMIS SIONER ARIO: Good t o see y o u , 

M r . C h a i r m a n , members o f t h e c o m m i t t e e . 

I t h i n k w e ' l l be t a l k i n g a b o u t t h i s 

b i l l f o r a number o f y e a r s h e r e , and I a p p r e c i a t e 

t h e o p p o r t u n i t y t o s peak b e f o r e you t o d a y on i t . 

I'm g o i n g t o f o c u s most o f my s h o r t 

comments h e r e , b e c a u s e I 'm more i n t e r e s t e d i n t i me 

f o r q u e s t i o n s on t h e immedi a t e r e f o r m , t h e h i gh-

r i s k p o o l , m edi c a l l o s s r a t i o , t h e i n s u r a n c e 

r e f o r m s t h a t go i n t o e f f e c t t h i s y e a r , b u t I do 

h a v e t o make a c o u p l e g e n e r a l comments, l i s t e n i n g 

t o t h e f i r s t c o u p l e s p e a k e r s . 

Y o u r q u e s t i o n , I t h i n k , was v e r y g o o d , 

on what do t h e p e o p l e o f M a s s a c h u s e t t s t h i nk a b o u t 

t h e i r p l a n , w h i ch i s t h e m o d e l f o r t h e f e d e r a l 

p l a n . As I c a n s a y , ObamaCare was RomneyCare 

b e f o r e i t was ObamaCare. And t o h i s c r e d i t , 



G o v e r n o r Romney s t i l l s t a n d s up and s u p p o r t s t h e 

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

Mas s a c h u s e t t s . 

He has a number o f ways he 

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

t h e f e d e r a l b i l l . He's n o t an a d v o c a t e o f t h e 

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

m andate, and t h e a c c e s s h e r e , h e ' s a s t r o n g 

p r o p o n e n t . So i s S e n a t o r S c o t t B r o w n . And t h e 

r e a s o n i s p r e t t y s i m p l e . The p l a n t e n d s t o p o l l i n 

t h e 70, 75 p e r c e n t r a n g e i n M a s s a c h u s e t t s . P e o p l e 

l i ke what t h e y g o t t h e r e . 

I b e l i e v e p e o p l e w i l l l i k e what t h e y 

g e t t h r o u g h t h i s p l a n on a c c e s s t o o . I ' l l come 

b a c k a t t h e end o f my comments and t a l k a b o u t t h e 

c o s t i s s u e s , b u t t h e a c c e s s i s s u e s a r e p r e t t y 

c l e a r . And I h a v e t o j u s t s a y I was a l i t t l e 

d i s a p p o i n t e d i n t h e p r e s e n t a t i o n f r o m AHI P. I 

sp e a k a t a l o t o f p a n e l s , n o t j u s t h e r e b u t a r o u n d 

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

i n s u r e r s l o o k more a t t h e g l a s s h a l f f u l l h e r e , t h e 

f a c t t h a t t h e r e a r e t h i r t y m i l l i o n new c u s t o m e r s -¬

a g a i n , w i t h t h e mandate, t h e r e a r e t h i r t y m i l l i o n 

new c u s t o m e r s h e r e f o r t h e h e a l t h i n s u r a n c e 

bus i n e s s , most o f them y o u n g and h e a l t h y . T h a t 



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

c o s t s and so f o r t h , and so you h e a r a l o t o f t h e 

t e s t i m o n y l o o k i ng t o t h a t , and some o f t h e l a r g e r 

c a r r i e r s a r e g o i n g t o do q u i t e w e l l h e r e , i f you 

l o o k a t t he s t o ck m a r k e t t o day and what t h e 

c a r r i e r s a r e d o i n g . The l a r g e r ones do q u i t e 

w e l l . 

AHI P has t h i r t e e n h u n d r e d members . The 

maj o r i t y o f t h o s e members w i l l n o t be a r o u n d i n t e n 

y e a r s . Most o f them a r e v e r y s m a l l c a r r i e r s who 

p l a y i n c e r t a i n n i c h e s . T h o s e k i nds o f c a r r i e r s 

d o n ' t h a v e t h e good v a l u e p r o p o s i t i o n , f r a n k l y , f o r 

t h e p u b l i c u n d e r t h e s e k i n d s o f r e f o r m s . They 

a r e n ' t g o i n g t o meet t h e m e d i c a l l o s s r a t i o t e s t 

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

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

t h i s b i l l and p e o p l e w i l l b e n e f i t f r o m t h i s b i l l as 

w e l l . 

So I t h i n k , a g a i n , I'm g o i n g t o come 

b a c k and t a l k a b o u t c o s t c o n t r o l , b e c a u s e t h a t ' s 

t h e b i g i s s u e . The o t h e r t h i n g I ' l l s a y o f f t h e 

t o p on i t i s t h a t t h e b i l l -- p e o p l e w i l l s a y , 

Where's c o s t c o n t r o l i n t h i s b i l l ? A c t u a l l y , I was 

on a p a n e l w i t h a p r o f e s s o r y e s t e r d a y i n 

P h i l a d e l p h i a . And he s a i d , You know w h a t , t h e r e ' s 



n o t a s i n g l e c o s t c o n t r o l i d e a t h a t ' s v i a b l e t h a t ' s 

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

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

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

t h e good n e w s . 

The b a d news, i f you want t o l o o k a t i t 

t h a t way, i s t h a t t h e y ' r e m o s t l y i n t h e r e as p i l o t 

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

o f them w i l l work i n what w a y s . 

We do know a c o u p l e t h i n g s . We know we 

h a v e t o end f e e - f o r - s e r v i c e m e d i c i n e . We're 

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

We n e e d t o end f e e - f o r - s e r v i c e m e d i c i n e . E v e r y b o d y 

knows t h a t , and t h e b i l l h a s a number o f p r o v i s i o n s 

t o do i t . 

We n e e d t o i n c e n t w e l l n e s s . Premiums 

a r e a v e r y p o o r way o f i n c e n t i n g w e l l n e s s . P remium 

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

d i s e a s e , a c c i d e n t s t h a t t h e y h a v e no c o n t r o l o v e r , 

and t h e y do n o t h i n g t o r e w a r d p e o p l e f o r v e r y 

b e n e f i c i a l b e h a v i o r , l i k e q u i t t i n g s m o k i n g . Most 

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

s m o k i n g c e s s a t i o n p r o g r a m s , e v e n t h o u g h i t ' s t h e 

s i n g l e most b e n e f i c i a l t h i n g t h a t c a n p r o b a b l y be 

done by any i n d i v i d u a l who s t i l l s m o k e s . I know, 



I ' v e b e e n t h e r e , a l o n g w i t h y o u r s t a f f c o u n s e l . We 

q u i t a r o u n d t h e same t i m e . 

So t h e c u r r e n t s y s tem does n o t d e a l 

w i t h w e l l nes s w e l l u n d e r t h i s b i l l . L i t t l e known 

f a c t , 30 p e r c e n t w e l l n e s s i n c e n t i v e c a n be u s e d . 

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

p e o p l e p e r s o n a l l y r e s p o n s i b l e , as G o v e r n o r Romney 

s a y s , w i t h a mandate -- p e r s o n a l r e s p o n s i b i l i t y t o 

m a n d a t e , p e r s o n a l r e s p o n s i b i l i t y on w e l l n e s s 

i n c e n t i v e s . 

We're t a l k i n g a b o u t s i g n i f i c a n t c h a n g e 

t o t h e s y s t e m . And I was d i s a p p o i n t e d t h a t we 

d i d n ' t h e a r more a b o u t t h o s e o p p o r t u n i t i e s t h a n 

j u s t k i n d o f t h i n k i n g t h e s y s t e m ' s g o i n g t o be t h e 

same as i t ' s a l ways b e e n , and t h e n , o f c o u r s e , 

t h e r e ' l l be huge p r o b l e m s u n d e r t h e r e f o r m s i f we 

keep t h e same m e n t a l i t y we've had and t h e same 

f r a g m e n t a t i on o f t h e m a r k e t . 

The l a s t comment, b e f o r e I g e t i n t o t h e 

d e t a i l s h e r e , i s p e o p l e s a y , W e l l , how c a n you do 

t h i s e x p a n s i on o f c o v e r a g e and t h e n t a k e up c o s t s 

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

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

b e t t e r t h a n we h a v e . 

We a r e t h e s i n g l e mos t e x p e n s i ve 



c o u n t r y i n t h e w o r l d . We're t w i c e as e x p e n s i ve as 

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

w h a t , e v e r y o n e o f them f i r s t g o t e v e r y b o d y i n t h e 

s y s t e m , b e c a u s e i f y o u d o n ' t h a v e e v e r y b o d y i n t h e 

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

I t ' s v e r y h a r d t o manage c o s t s i n a f r a g m e n t e d 

s y s t e m . 

You a l so h a v e a huge p o l i t i c a l p r o b l em 

b e c a u s e p e o p l e who a r e l o o k i n g t o oppos e c o s t 

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

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

p a r t i c u l a r l y g ood way t o do i t . And so you h a v e 

huge p o l i t i c a l b a c k l a s h a g a i n s t a t t e m p t i n g t o do 

c o s t c o n t r o l by k i c k i ng p e o p l e o u t o f t h e s y s t e m , 

w h i ch i s what we've done t o d a y . 

Once e v e r y b o d y ' s i n t h e s y s t e m , gues s 

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

t h e n k i c k p e o p l e o u t , and s o you a c t u a l l y h a v e a 

r a t i o n a l d i s cus s i o n o f c o s t c o n t r o l . We're a l l i n 

i t t o g e t h e r . 

Some p e o p l e a r e s a y i n g , p r o b a b l y 

s h o u l d n ' t , b u t e v e r y o t h e r c o u n t r y i n t h e w o r l d has 

a c c o m p l i s hed i t . I t h i n k A m e r i c a ' s b i g enough and 

good enough t o do i t t o o . 

O k a y . So enough o f t h e s p e e c h i f y i n g , 



I ' l l go t o t h e d e t a i l s h e r e t h a t y o u ' r e most 

i n t e r e s t e d i n h e a r i n g f r o m me t o d a y . I ' l l s t a r t 

w i t h t h e h i g h - r i s k p o o l s . I t h o u g h t you h a d a good 

e x c h a n g e w i t h t h e g e n t l e l a d y f r o m NCSL on t h e s e 

i s s u e s . P e n n s y l v a n i a i s g o i n g t o s t e p up and do a 

h i g h - r i s k p o o l . 

We w i l l be b r i e f i n g t h e f o u r c a u c u s e s 

l a t e r t o d a y on t h e d e t a i l s o f o u r p r o p o s a l . B u t i t 

ba s i c a l l y s t a r t s w i t h t h e f a c t t h a t what HHS g i v e s 

us as p a r a m e t e r s , so t h e f i r s t b i g p a r a m e t e r i s t h e 

p r o g r a m i s o n l y a v a i l a b l e t o p e o p l e who have b e e n 

u n i n s u r e d a t l e a s t s i x months and t h a t 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 t h a t ' s t h e r e a s o n why t h e y ' v e 

b e e n o u t s i d e t h e m a r k e t . 

I n t h i s s t a t e , as e v e r y b o d y knows, 

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

p r i c e . B u t i f y o u ' r e -- i f you f a i l t h e i r m e d i c a l 

u n d e r w r i t i n g and go i n t o t h e i r g u a r a n t e e d i s s u e 

p r o d u c t , t h a t p r i c e c a n be v e r y s t e e p , t e n t i m e s as 

much as t h e p r i c e t h a t somebody who's h e a l t h y m i g h t 

g e t , and so t h e r e ' s a l o t o f p e o p l e c a n ' t a f f o r d 

i t . T h a t ' s t h e t a r g e t p o p u l a t i o n h e r e . 

I t w i l l -- t h e p r o g r a m w i l l come 

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

Nobody t h a t i s a s u p p o r t e r o f i t e v e r t h o u g h t i t 



w o u l d . F i v e b i l l i on d o l l a r s . The l o west e s t i m a t e s 

I ' v e s een a r e f o r t y b i l l i o n d o l l a r s . I b e l i e v e i t 

w i l l p r o b a b l y be s o m e t h i ng l i k e f o u r h u n d r e d 

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

w i t h a l l t h e f r a g m e n t a t i on i n t h e c u r r e n t s y s t e m , 

t o c o v e r e v e r y b o d y w i t h p r e e x i s t i ng c o n d i t i o n s 

t h a t ' s u n i n s u r e d . 

So i t i s a s mal l p o r t i o n o f t h e 

u n i n s u r e d who w i l l be c o v e r e d h e r e , j us t l i k e o u r 

c u r r e n t a d u l t B a s i c p r o g r a m , j u s t l i k e e v e r y h i g h -

r i s k p o o l i n t h e c o u n t r y . I f t h i s i s t o be 

m e a s u r e d a g a i n s t , you know, t o c o v e r e v e r y b o d y , 

nowhere c l o s e . B u t i t ' s m e a s u r e d a g a i n s t t h e k i nd 

of e f f o r t we c u r r e n t l y h a v e , i t ' s a p r e t t y 

s i g n i f i c a n t new b l ock o f p e o p l e t h a t w e ' l l g e t 

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

We h a v e a h u n d r e d - a n d - s i x t y - m i l l i o n-

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

c a l c u l a t e d b a s e d on o u r u n i n s u r a n c e r a t e , c o s t o f 

c a r e h e r e , more and more t h a n a n y t h i n g , o u r 

p o p u l a t i o n . So we -- we've l o o k e d a t t h a t . You 

know, we've k i n d o f l o o k e d a t a l l on t h e d i f f e r e n t 

o p t i o n s o f how we c a n do t h i n g s . We t h i n k we c a n 

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

A g a i n , we're h a v i n g a b r i e f i n g t h i s 



a f t e r n o o n on how e x a c t l y we g e t t o t h o s e numbers, 

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

n e x t t h r e e y e a r s , and, a g a i n , t h a t ' s p r o b a b l y t h e 

number o f p e o p l e e l i g i b l e f o r t h i s , u n d e r t h e s e 

b a s i c c a t e g o r i e s o f p r e e x i s t i n g c o n d i t i o n s t o d a y . 

T h i s i s k i n d o f an i n t e r e s t i n g f a c t , 

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 f you l o o k a t 

who p a s s e s u n d e r w r i t i n g and who ends up i n t h e 

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

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

t h e i r m e d i c a l s i t u a t i o n , i t ' s 30 o r 40 p e r c e n t o f 

t h e p o p u l a t i o n . 

So a p r e e x i s t i n g c o n d i t i o n i s 30 o r 40 

p e r c e n t o f t h e p o p u l a t i o n , and we t o o k an e x p a n s i v e 

d e f i n i t i o n so t h a t we'd h a v e t h a t w h o l e p o o l i n 

t h e r e . So you t a k e 30 o r 4 0 p e r c e n t o f t h e 

u n i n s u r e d , y o u ' r e t a l k i n g a b o u t s e v e r a l h u n d r e d 

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

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

f i v e t h o u s a n d , and t h e b a s i c way w e ' l l do i t i s t o 

c o n t r a c t w i t h one o r more c a r r i e r s . 

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

was s t i l l open on who b e a r s t h e r i s k h e r e . I t ' s 

n o t . HHS, i n t h e d e t a i l s o f t h e i r s p e c s f o r t h e i r 

c o n t r a c t , a r e v e r y c l e a r : They w i l l pay a l l t h e 



c l a i m s . A l l t h e c l a i m s go t o t h e m . T h e i r c a r r i e r 

d o e s n o t pay c l a i m s . The c a r r i e r s i m p l y manages 

i t , l i k e t h e y w o u l d on a l a r g e e m p l o y e r ASO 

c o n t r a c t . The c l a i m s go t o HHS. HHS i s 

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

Now, t h e y ' r e g o i n g t o w o r k c a r e f u l l y 

w i t h us and make s u r e we d o n ' t h a v e t o o many p e o p l e 

i n t h e p i p e l i n e so t h a t t h e y go o v e r b u d g e t , b u t 

t h e y b e a r t h e r i s k o f p a y i n g a l l t h e c l a i m s , and 

t h e n t h e y have want us t o manage t i g h t l y t o a 10 

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

we've g o t d e t a i l s o f how we w o u l d manage t o k e e p 

t h e a d m i n i s t r a t i v e c o s t s down. T h a t w o u l d be a 

m e d i c a l l o s s r a t i o i n t h e 90 p e r c e n t . 

So h i g h - r i s k p o o l , we b e l i e v e , w i l l be 

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

P e n n s y l v a n i a n s who, b u t f o r t h a t p l a n , w o u l d n o t 

have c a r e b e t w e e n now and 2014. 

Why d o n ' t we c o v e r e v e r y b o d y ? T h a t ' s 

why we're d o i n g f e d e r a l r e f o r m , b e c a u s e we d o n ' t 

h a v e a s y s t e m t h a t c o v e r s e v e r y b o d y , and we won't 

u n t i l a t l e a s t 201 4. 

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

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

i s s u e . I t ' s n o t -- t h e h i g h - r i s k p o o l s , we n e e d t o 



work w i t h t h e l e g i s l a t u r e , I t h i n k , o v e r t h e n e x t 

month as we work w i t h HHS. I t ' s v e r y much a s t a t e -

f e d e r a l p a r t n e r s h i p . 

The m e d i c a l l o s s r a t i o i s b a s i c a l l y 

g o i ng t o be an HHS d e f i n e d t h i n g , w i t h i n p u t f r o m 

t h e o r g a n i z a t i o n t h a t I'm p a r t o f , t h e N a t i o n a l 

I n s u r a n c e -- As s o c i a t i o n o f I n s u r a n c e 

Commis s i o n e r s , so t h e r e a r e phone c a l l s t h e s e d a y s 

w i t h , you know, t h r e e , f o u r h u n d r e d p e o p l e on t h e 

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

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

But t h e b o t t o m l i n e -- and t h i s i s 

where i t ' s g o i n g t o c u t , where some o f t h e members 

o f AHIP a r e n ' t g o i n g t o make t h e g r a d e 85 

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

d o l l a r g oes t o b e n e f i t -- d i r e c t b e n e f i t , m e d i c a l 

c l a i m s c o s t s , and o t h e r r e l a t e d c o s t s -- come b a c k 

t o t h a t i n a mi n u t e -- f o r t h e l a r g e g r o u p m a r k e t , 

80 p e r c e n t f o r i n d i v i d u a l m a r k e t . 

And t h e f i g h t t h a t we're g o i n g t o have 

b e t w e e n now and t h e t i m e t h a t t h a t ' s f i n a l l y 

s e t t l e d i s , what a b o u t t h e s e k i n d o f a c t i v i t i es 

t h a t c a r r i e r s do t h a t you c o u l d e i t h e r c a l l 

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

c o n s u m e r s ? Some o f t h e IT work t h a t ' s d o n e , 



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

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

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

t h e n u m e r a t o r p a r t o f t h e e q u a t i o n . 

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

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

t h e b e n e f i t o f t h e c a r r i e r on t h e n u m e r a t o r s i d e on 

t h e e i g h t y - f i v e c e n t s . So what k i n d o f q u a l i t y 

i m p r o v e m e n t a c t i v i t i e s c o u n t on t h a t s i d e ? T h a t ' s 

a b i g d e b a t e , and we c a n t a l k a b o u t some o f t h e 

d e t a i l s o f t h a t i n t h e q u e s t i o n s . B u t t h a t w i l l be 

w o r k e d o u t . 

And t h e n , as o f n e x t y e a r , when 

c o n s u m e r s buy t h e i r h e a l t h p l a n , t h e y won't hav e t o 

w o r r y a b o u t w h e t h e r t h e y b o u g h t i t f r o m somebody 

who has r e a l l y low m e d i c a l l o s s r a t i o. And s ome o f 

them o u t t h e r e t o d a y a r e i n t h e 70s, e v e n i n t h e 

6 0 s . None o f t h e l a r g e c a r r i e r s , b u t some o f t h e 

s m a l l e r c a r r i e r s h a v e t h o s e k i nd o f l o s s r a t i o s . 

T h i r d i s s ue i s t h e i n s u r a n c e r e f o r m s i n 

S e p t e m b e r . T h e r e a r e a number o f t h e m . We t a l k e d 

a l i t t l e b i t a b o u t t h e age t w e n t y - s i x i s s u e . I ' l l 

j u s t make a c o u p l e comments on t h a t . O n e , t h i s i s 

an e x a m p l e where t h e i n s u r e r s h a v e s t o o d u p , and I 

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



E v e r y l a r g e i n s u r e r i n P e n n s y l v a n i a has 

s a i d , e v e n t h o u g h we d o n ' t h a v e t o c o v e r any o f 

t h o s e k i d s -- I u s e d t o c a l l them s l a c k e r s , b u t I 

sho u l d p r o b a b l y no t do t h a t -- t h e k i d s t h a t come 

b a c k and n e e d t o be c o v e r e d , t h e -- up u n t i l age 

t w e n t y - s i x , t h e y s a i d , We're n o t g o i n g t o w a i t 

u n t i l S e p t e m b e r . Any k i d who's c u r r e n t l y on t h e 

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

o f f o r w o u l d come o f f o f e l i g i b i l i t y f o r some 

r e a s o n b e t w e e n now and S e p t e m b e r , i f t h e y ' r e on 

a l r e a d y , w e ' l l k e e p them o n . So w e ' l l move up o u r 

i m p l e m e n t a t i o n t o l a w . 

T h a t ' s an e x a m p l e o f c a r r i e r s w o r k i n g 

i n p a r t n e r s h i p w i t h HHS t o b e n e f i t p e o p l e . And a 

l o t o f p e o p l e a r e g o i n g t o be h e l p e d by t h a t 

p o l i c y . 

The s e c o n d i s s u e i s e v e n more 

i n t e r e s t i n g t o me, i s t h e r e ' s been t h i s d i s p u t e 

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

when we p a s s e d t h e l a w h e r e i n P e n n s y l v a n i a up t o 

t w e n t y - n i n e and u s e d t h e p h r a s e d e p e n d e n t c a r e -¬

and I ' v e t e s t i f i e d a b o u t t h i s b e f o r e h e r e -- I 

t h o u g h t t h a t meant d e p e n d e n t c a r e p r i c e . So i f t h e 

k i d's on a f ami l y p l an, t h e y ' r e c o v e r e d t h r o u g h t h e 

f a m i l y p l a n . I f t h e y ' r e t h e f i r s t k i d t o be added 



i n t h e p l a n , t h e y h a v e t o pay a f a m i l y r a t e , b u t 

o t h e r w i s e , t h e r e w o u l d be no c h a r g e . Y o u ' r e j u s t 

a d d i n g a n o t h e r d e p e n d e n t , and you s p r e a d t h a t c o s t 

a c r o s s y o u r d e p e n d e n t c a r e bas e , a c r o s s y o u r book 

o f bus i n e s s . 

Wel l , t h e c a r r i e r s i n Penns y l v a n i a 

d i d n ' t do i t t h a t way. They s a i d , W e l l , g e e , t h e s e 

p e o p l e mi g h t be more e x p e n s i v e , s o we're g o i n g t o 

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

one -- a t l e a s t one c a r r i e r s a i d , on t o p o f t h a t , 

w e ' l l c h a r g e a 50 p e r c e n t s u r c h a r g e b e c a u s e t h e r e ' s 

more a d v e r s e s e l e c t i o n i n h e r e t h a n e v e n t h e 

i n d i v i d u a l empl oyee r a t e w o u l d b e . 

Wel l , when you s t a r t c h a r g i ng i t t h a t 

w a y, gues s w h a t , n o b o d y ' s g o i n g i n t h e p l a n e x c e p t 

somebody who's r e a l l y s i c k . So i t w i l l be a s e l f -

f u l f i l l i n g p r o p h e s y t h a t o n l y r e a l l y s i ck 

d e p e n d e n t s end up i n t h a t s o r t o f p l a n . 

We a r e s t i l l h a s s l i n g w i t h t h e c a r r i e r s 

i n P e n n s y l v a n i a a b o u t o u r p l a n , and we've t a l k e d t o 

t h e l e g i s l a t u r e a l i t t l e a b o u t c h a n g i n g i t . T h i ngs 

move s l o w l y ; we h a v e n ' t b e e n a b l e t o chan g e t h e m . 

But t h e f e d e r a l g o v e r n m e n t came i n and t h e y s a i d , 

The f i r s t way t o do t h i s i s s p r e a d t h a t c o s t a c r o s s 

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



them, a g r e e d . 

So now, w i t h o u t e v e n a f i g h t a t t h e 

f e d e r a l l e v e l , t h a t d e p e n d e n t c a r e i s p r i c e d as 

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

what, a t t h a t p r i c e , most p e o p l e w o u l d c h o o s e t o 

p u t t h e i r k i d s i n and t h e r e ' l l be a l o t o f h e a l t h 

r i s k , a l o t o f u n h e a l t h y r i s k . 

W i l l i t r a i s e e v e r y b o d y ' s premiums a 

l i t t l e b i t ? Y e s , i t w i l l . T h e r e ' s no f r e e l u n c h . 

I t w i l l r a i s e p r e m i u m s , b u t i t w i l l be s p r e a d 

a c r o s s a b r o a d b a s e , and c a r r i e r s won't s p e n d 

enormous amounts o f t i m e , l i k e t h e y do i n t h e 

c u r r e n t s y s t e m , t r y i n g t o g a i n r i s k and s e l e c t r i s k 

and e x c l u d e r i s k and a l l t h e s e k i n d s o f 

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

a n y m o r e . 

T h o s e a r e k i n d o f a c o u p l e o f -- oh, I 

s h o u l d m e n t i o n one o t h e r t h i n g on t h e i n s u r a n c e 

r e f o r m s t h a t ' s i m p o r t a n t . A r t ' s a s k e d me a b o u t 

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

p u t i n t o p l a c e , t h e no r e s c i s s i o n s on i n d i v i d u a l 

p o l i c i e s , t h e no l i f e t i m e c a p s , t h e age t o t w e n t y -

s i x d e p e n d e n t c a r e c o v e r a g e and so f o r t h , t h e 

q u e s t i o n comes, how a r e we g o i n g t o make s u r e t h a t 

a l l t h e i n s u r a n c e c o n t r a c t s h a v e t h a t i n them? And 



we're w o r k i n g t h r o u g h an NAIC g r o u p on t h a t t o h a v e 

a v e r y s i m p l e e n d o r s e m e n t . 

We're n o t g o i n g t o r e q u i r e e v e r y 

c a r r i e r t o s u b m i t e v e r y f o r m b a c k t o us and l o o k a t 

a l l t h a t s t u f f i n g r e a t d e t a i l , we're s i m p l y g o i n g 

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

a l l o f o u r c o n t r a c t s meet t h e s e new s t a n d a r d s , and 

t h a t w i l l be t h e way t h a t we s u r v e i l t h e m a r k e t on 

t h a t -- on t h a t p o i n t . 

A c o u p l e l a s t comments on t h e r e f o r m s 

t h a t come i n i n 20 1 4 . The b i g g e s t p a r t o f t h a t 

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

201 4. T h a t ' s where you w i l l h a v e 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 h e m a r k e t r e a l l y w o r k s p r e t t y 

w e l l t o d a y f o r g r o u p s above f i f t y . My g u e s s i s 

t h a t P e n n s y l v a n i a w i l l end up -- i t won't be my 

d e c i s i o n p r o b a b l y , b u t w i l l end up w i t h an e x c h a n g e 

m a r k e t b e l o w f i f t y , b e c a u s e t h a t ' s where t h e r e a l 

p r o b l e m s a r e i n t h e m a r k e t , i n d i v i d u a l s and b e l o w 

f i f t y . 

The l a r g e r g r o u p s w i l l c o n t i n u e t o do 

what t h e i r d o i n g t o d a y , and t h e e x c h a n g e s w i l l 

e s s e n t i a l l y p r o v i d e s o m e t h i n g l i k e what t h e HR 

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

i n d i v i d u a l and s m a l l g r o u p m a r k e t . And t h a t i s a 



way, a t a mi nimum, a t r a n s p a r e n c y w i ndow s o t h a t 

you c a n g e t , you know, what a r e my c h o i c e s i n t h e 

m a r k e t p l a c e , what some o f t h e c a r r i e r s c a l l 

Consumer R e p o r t s on s t e r o i d s . You w i l l h a v e a l o t 

o f i n f o r m a t i on t h r o u g h t h e e x c h a n g e on t h e 

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

Some l a r g e empl o y e r s a l s o t a k e a more 

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

l e v e r a g e i n t h e m a r k e t and k i n d o f more m a r k e t 

makers , t r y t o d r i ve down c o s t s and i m p r o v e 

q u a l i t y , d o n ' t l e t a l l t h e i n s u r e r s be p a r t o f t h e 

e x c h a n g e , t r y t o g e t some c o m p e t i t i v e b i d d i n g 

g o i n g . 

I t w i l l be an i n t e r e s t i n g s e t o f 

d i s c us s i o n s o v e r t h e n e x t c o u p l e y e a r s as t o how 

a g g r e s s i v e t h e s e e x c h a n g e s w i l l b e . My g u e s s i s 

t h e y ' l l be more a g g r e s s i ve i n some s t a t e s t h a n 

o t h e r s . The i n s u r e r s w i l l pus h f o r i t b e i ng an 

Consumer R e p o r t s t y l e . Some o f t h e consumer 

a d v o c a t e s w i l l pus h f o r a more a g g r e s s i ve e x c h a n g e . 

So t h a t w i l l be a s e t o f i s s u e s . 

And t h e n t h e r e p r o b a b l y w i l l end up 

b e i ng some s t a t e s t h a t d e f a u l t t o t h e f e d e r a l 

g o v e r n m e n t on t h e e x c h a n g e s , j u s t l i ke t h e r e were 

n i n e t e e n o r t w e n t y t h a t d e f a u l t e d on t h e h i g h - r i sk 



p o o l . 

I t h i n k t h e o b j e c t i v e o u g h t t o be t o 

g e t a l l t h e s t a t e s t o t a k e up t h e r e f o r m s and 

manage them i n a way t h a t i s t a i l o r e d t o t h o s e 

c o n d i t i o n s i n t h a t s t a t e , and I hope t h a t ' s what 

P e n n s y l v a n i a d o e s . 

F i n a l l y , l e t me come b a c k on t h e c o s t 

c o n t r o l i s s u e and j u s t g i v e you a c o u p l e e x a m p l e s 

o f where t h i s i s -- and a l l t h i s i s g o i ng t o t a k e 

enormous w o r k , b e c a u s e , as Uwe E . R e i n h a r d t , t h e 

famous h e a l t h e c o n o m i s t , l i k e s t o s a y , h e a l t h c a r e 

s p e n d i ng e q u a l s h e a l t h c a r e i n c o m e . You want t o 

c u t s p e n d i n g , y o u ' r e g o i ng c u t somebody's i n c o m e . 

H e a l t h c a r e , t y p i c a l l y , i t ' s n o t someone w i t h a 

m i l l i o n - d o l l a r s t a k e o r e v e n a t e n - m i l l i o n - d o l l a r 

s t a k e . I t ' s somebody w i t h a b i l l i o n - d o l l a r s t a k e 

o r a h u n d r e d - b i l l i o n - d o l l a r s t a k e , s o we've had a 

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

s t a n d i ng up t o t h a t s o r t o f t h i n g s . 

The i n s u r a n c e c o m p a n i es t r i ed i t i n t h e 

l a t e '90s, a f t e r t h e l a s t r e f o r m f a i l e d . They 

c a l l e d i t managed c a r e and c a p i t a t i o n , and t h e r e 

was p a t i e n t p r o t e c t i o n b a c k l a s h a g a i n s t i t . I 

t h i nk i t ' s -- one o f t h e l e s s o n s f r o m t h a t i s t h a t 

i t won't work 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 us i n g 



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

a l o n e . T h e y ' r e n o t g o i n g t o be a b l e t o do i t . 

A n d , f r a n k l y , one o f t h e r e a s o n s t h e 

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

t i l l t h e v e r y end when i t was s q u i r m i s h i n g , b u t 

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

t h e y knew t h a t and t h e y know t h a t o n l y w i t h t h e 

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

m e d i c a l s y s t e m -- t h e y ' r e a l o t o f d o c t o r s who want 

t h e s y s t e m t o work a l o t b e t t e r t h a n i t w o r k s -¬

can we g e t t o t h e r i g h t s o l u t i o n s . And t h e f i r s t 

t h i n g i s , as I s a i d , end f e e - f o r - s e r v i c e m e d i c i n e . 

And I ' l l c o n c l u d e t h i s w i t h one e x a m p l e 

what I mean. J e a n H a y n e s , t h e CEO o f G e i s i n g e r , 

and I ha v e been on Q u o t e d s e v e r a l t i m e s i n t h e l a s t 

m o n t h , and she t e l l s a s t o r y a b o u t how, a t 

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

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

t h e p e r s o n came b a c k w i t h c o m p l i c a t i o n s , t h e r e was 

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

p r i c e , e t c e t e r a . 

I t r e a l l y w a s n ' t -- i t ' s a good 

b u s i n e s s m o d e l , i f you c a n g e t away w i t h i t . B u t , 

you k n o w , I 'm g o i n g t o t r y t o f i x s o m e t h i n g f o r 

y o u , b u t i f I d o n ' t , I make more money o f f you 



r a t h e r t h a n l e s s , b e c a u s e you b e a r t h e r i s k i f I do 

i t w r ong r a t h e r t h a n me. I t ' s n o t a s y s t e m -¬

t h a t ' s a s y s t e m t h a t w i l l n o t p r o d u c e t h e r i g h t 

r e s u l t s . I t ' s t h e m e d i c a l s y s t e m we h a v e t o d a y . 

I t won't w o r k . 

And s o , i n s t e a d , what G e i s i n g e r s a i d 

i s , w e ' l l c h a r g e one p r i c e t h a t w e ' l l c h a r g e 

e v e r y b o d y . I t ' s g o i n g t o be h i g h e r t h a n t h a t 

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

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

pay w i t h t h e c o m p l i c a t i o n s . And t h e n once y o u ' v e 

p a i d i t , w e ' l l b e a r t h e r i s k i f i t d o e s n ' t w o r k . 

And you know w h a t , as t h e e c o n o m i s t s h a v e 

p r e d i c t e d , i t a c t u a l l y d oes c h a n g e t h e i r s u c c e s s 

r a t e i n t h e m a r k e t . 

And she c a n -- t h e y s t a r t e d w i t h one 

t y p e o f h e a r t s u r g e r y . Now, t h e y do a b o u t t e n o r 

t w e l v e d i f f e r e n t t y p e s o f t h i s . T h a t n e e d s t o 

be -- t o d a y , i t ' s s t i l l a u n i q u e k i n d o f s t o r y , and 

i t d o es t e l l you s o m e t h i n g a b o u t why A m e r i c a does 

l a g t h e r e s t o f t h e w o r l d i n c o s t c o n t r o l , t h a t 

t h e s e k i n d s o f t h i n g s a r e u n i q u e s t o r i e s i n 

A m e r i c a . T h e y ' d be t h e norm a n y w h e r e e l s e . 

And t h a t ' s t h e k i n d o f t h i n g t h a t n o t 

o n l y -- t h a t i s t o become t h e norm e v e r y w h e r e . I s 



i t g o i ng t o be eas y t o d o ? N o . But I s u b m i t t o 

you , w e ' l l g e t i t done, b e c a u s e i f we d o n ' t , 

A m e r i c a w i l l end up l i k e G r e e c e . We won't be a b l e 

t o a f f o r d o u r h e a l t h c a r e s y s t e m . And s o , w e ' l l be 

l i k e what C h u r c h i l l s a i d , we g e t i t r i g h t a f t e r 

we've e x h a u s t e d a l l t h e wr o n g o p t i o n s . And s o I 

b e l i e v e t h a t we w i l l be a b l e t o do t h o s e k i n d o f 

t h i n g s . 

And w i t h t h a t , I ' l l c o n c l u d e and be 

happy t o ans wer q u e s t i o n s . 

CHAIRMAN DELUCA: Thank y o u , 

Commis s i o n e r . And c e r t a i n l y -- you c e r t a i n l y gave 

us some i n s i g h t t h e r e . 

You h e a r d AHIP t a l k a b o u t g r a n t s . What 

a r e you and t h e a d m i n i s t r a t i o n d o i n g t o p u r s u e s ome 

o f t h e g r a n t s o u t t h e r e ? 

COMMISSIONER ARIO: I d i d m i s s t h e 

b e g i n n i n g . A r e you t a l k i n g a b o u t t h e g r a n t s a r o u n d 

t h e e x c h a n g e s o r t h e g r a n t s a r o u n d t e m p o r a r y -- we 

a r e g o i n g f o r t h e t e m p o r a r y r i sk p o o l . HHS h a s n ' t 

y e t a n n o u n c e d on t h e e x c h a n g e s , b u t we w i l l s eek 

t h o s e g r a n t s . And t h e r e a r e r a t e r e v i e w g r a n t s 

t o o . 

I t ' s s a f e t o s a y , bas i c a l l y , we w i l l be 

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



a v a i l a b l e . I f you h a d one i n mi n d , I c o u l d s peak 

t o i t . 

CHAIRMAN DELUCA: L i k e t h e consumer 

a d v o c a t e . 

COMMISSIONER ARIO: Y e s . T h a t one's a 

l i t t l e t r i c k y f o r u s , b e c a u s e HHS g o t i n t o r u l e 

m a k i n g on t h a t one a l r e a d y , and as we've 

d i s c o v e r e d , once you go i n t o r u l i ng m a k i n g a t t h e 

f e d e r a l l e v e l , you k i nd o f go i n t o h i b e r n a t i o n ; you 

c a n ' t t a l k t o a n y b o d y . So on a l l t h e s e o t h e r 

i s s ues , we have r e g u l a r c o n t a c t w i t h HHS, b u t on 

t h a t one, we d o n ' t know e x a c t l y what t h e y ' r e g o i ng 

t o p r o d u c e b e c a u s e t h e y ' r e a l r e a d y s e c l uded t o do 

t h e r u l e s . 

B u t t h e k e y i s s ue f o r us w i l l be, c a n 

t h a t -- c a n t h o s e -- i s s ues t h i s l e g i s l a t u r e 

w r e s t l es w i t h e v e r y y e a r -- c a n t h o s e g r a n t s be 

a v a i l a b l e w i t h i n t h e g o v e r n m e n t , w i t h i n t h e 

i n s u r a n c e d e p a r t m e n t , where I t h i nk t h e y ' d do t h e 

mos t g o o d ? A r e t h e y g o i ng t o have t o be s e p a r a t e 

f r o m t h e i n s u r a n c e d e p a r t m e n t ? T h a t ' s an i s s ue 

t h a t t h e y -- I d o n ' t know how t h e y ' r e g o i n g t o come 

o u t on, b u t I t h i n k e i t h e r way, we c o u l d p r o b a b l y 

f i n d a way t o p u r s ue i t i n P e n n s y l v a n i a . 

CHAIRMAN DELUCA: O k a y . L e t me a l s o 



a s k y o u , I met w i t h a g r o u p o f s m a l l b u s i n e s s 

p e o p l e and s o l e p r o p r i e t o r s , w h i c h i s a b i g t h i n g 

i n o u r s m a l l b u s i n e s s c o m m u n i t y i s s o l e 

p r o p r i e t o r s , who c r e a t e some j o b s o u t t h e r e , and 

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

What does t h i s n a t i o n a l h e a l t h c a r e 

p l a n -- once t h e i n s u r a n c e i n d u s t r y r a i s e s t h e s e 

r a t e s t o a l m o s t d o u b l e d i g i t s what t h e y ' r e p a y i n g 

r i g h t now, i s t h e r e a n y t h i n g t o p r o h i b i t t h a t 

f r o m -- i s t h e r e a n y t h i n g t o d r o p i t once we 

i n i t i a t e t h i s n a t i o n a l h e a l t h c a r e ? B e c a u s e what 

t h e y h a v e gone t h r o u g h , s o l e p r o p r i e t o r s i n some 

p l a c e s -- and I ' l l be h a v i n g a h e a r i n g on i t -- i s 

p a y i n g f r o m -- t h e i r premiums were s i x t e e n 

t h o u s a n d . They went up t o t w e n t y - e i g h t t h o u s a n d 

d o l l a r s . 

Now, t h a t ' s o u t r a g e o u s , b e c a u s e t h e y 

c a n ' t e v e n a f f o r d i t , e v e n t h o u g h t h e y ' r e s o l e 

p r o p r i e t o r s . And I know t h e s m a l l b u s i n e s s p e o p l e 

c o n t a c t e d me who a r e s o l e p r o p r i e t o r s . 

I mean, a r e t h e y p e r m i t t e d t o r a i s e 

t h e i r r a t e s b e c a u s e t h e y know t h a t t h e f a c t t h a t 

t h i s n a t i o n a l h e a l t h c a r e k i c k s i n i n 2 014 ? I f t h e 

r a t e s a r e so h i g h , do t h e y s t a y t h e r e ? What 

h a p p e n s ? 



COMMIS SIONER ARIO: The -- f i r s t o f 

a l l , l e t me commend t h e c o m m i t t e e f o r what -- t h e 

b i l l s t h a t you p a s s e d i n t h e l a s t two y e a r s h e r e , 

2008 and 2009. I f we c o u l d have g o t t e n t h o s e b i l l s 

p a s s e d by t h e s e n a t e , s i g ned by t h e g o v e r n o r , t h e y 

w o u l d n ' t h a v e b e e n a b l e t o do t h e r a t e i n c r e a s e s 

t h a t y o u ' r e t a l k i n g a b o u t , b e c a u s e t h a t b i l l w o u l d 

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

i n t o l aw i n P e n n s y l v a n i a t h e s ame r u l e s t h a t w i l l 

be i n p l a c e i n 2014, and as you know, we're s t i l l 

w o r k i n g w i t h you and we're t r y i n g t o work w i t h t h e 

s e n a t e t o g e t s ome r u l e s i n p l a c e . 

P e n n s y l v a n i a h a s s ome o f t h e wors t 

r u l es i n t h e c o u n t r y a r o u n d what c a n and c a n ' t be 

done w i t h r a t e i n c r e a s e s , and u n l e s s we c h a n g e 

t h o s e r u l es i n P e n n s y l v a n i a b e f o r e 2 014 , y o u ' r e 

g o i ng t o see a l o t more, I t h i nk, o f t h a t k i n d o f 

b e h a v i o r o f t r y i n g t o p o s i t i o n , as one o f t h e 

c a r r i e r s c a l l s i t , c l e a n s e o u r book b e f o r e t h e 

r e f o r m s h i t i n 201 4. So we're t r y i n g t o do 

e v e r y t h i n g we c a n t o p r e v e n t t h a t k i nd o f b e h a v i o r 

b e t w e e n now and 20 1 4 . 

B u t once done, t h e r e won't be a n y t h i ng 

i n t h e l a w i n 2 0 1 4 t h a t a u t o m a t i c a l l y r e q u i r e s any 

k i n d o f r o l l b a c k . B u t what you w i l l h a v e i s a 



m a r k e t i n w h i c h e v e r y o n e h as t o be p o o l e d t o g e t h e r , 

and so what i s g o i n g t o happen i s t h a t p e o p l e who 

a r e g e t t i n g t h o s e h i g h r a t e i n c r e a s e s a r e b e i n g 

s i n g l e d o u t . 

The c a r r i e r s t a l k a b o u t . W e l l , t h o s e 

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

t h a t m e d i c a l c a r e i s i n c r e a s i n g i n c o s t . Guess 

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

u n a c c e p t a b l e l e v e l s , b u t i t ' s s t i l l i n t h e 8, 10 

p e r c e n t a y e a r . E i g h t , 10 p e r c e n t a y e a r , t h a t 

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

T h a t w o u l d be m e d i c a l t r e n d . 

When you see 20 and 30 p e r c e n t , t h a t ' s 

n o t m e d i c a l t r e n d . T h a t i s n o t t h e a v e r a g e 

i n c r e a s e i n c l a i m s c o s t f r o m any c a r r i e r . What 

t h a t i s a b o u t i s s a y i n g , We want t o t a k e t h i s g r o u p 

o f p e o p l e o v e r h e r e and c h a r g e them a l o t more 

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

h e r e and c h a r g e them a l o t l e s s money. I t ' s 

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

p r o h i b i t e d . 

So o v e r t i m e , p e o p l e who a r e p o s i t i o n e d 

way o v e r h e r e now w i t h t h e o l d e r and s i c k e r w o r k e r s 

w i t h r e a l l y h i g h r a t e s , t h e y ' r e g o i n g t o come b a c k 

i n t o t h i s a v e r a g e , and d o e s mean, by t h e way, 



t h a t -- s ome p o l i t i c i ans d o n ' t want t o t a l k a b o u t 

i t -- b u t i t does mean t h a t some o f t h e yo u n g , 

h e a l t h y p e o p l e pay a l i t t l e b i t more so w e ' l l a l l 

have s t a b l e r a t e s more i n t h e m i d d l e . T h a t ' s what 

we r e q u i r e . 

So g e n e r a l t e r m s , y e s , t h o s e r a t e s a r e 

g o i ng t o m o d e r a t e . Nobody t h i n ks we're g o i n g t o 

b r i ng down h e a l t h c a r e c o s t s . Remember, i f we 

d i d n ' t do t h e r e f o r m , t h e y w o u l d h a v e d o u b l e d 

a g a i n . We w o u l d be s p e n d i n g f i v e t r i l l i o n d o l l a r s 

i n t e n y e a r s . I w i l l t a k e a b e t w i t h a n y b o d y t h a t 

A m e r i c a won't be s p e n d i n g f i v e t r i l l i o n d o l l a r s i n 

201 9 on h e a l t h c a r e . W e ' l l f i g u r e o u t a way t o 

bend t h a t c o s t g r i d . 

I t ' s n o t g o i n g t o s t a y a t 2.5 l i k e i t 

i s t o d a y , b u t i t w i l l b e n d -- i t w i l l g e t b e t t e r 

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

CHAIRMAN DELUCA: And t h e s e -- some o f 

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

t h e f a c t t h a t we're one o f t h e few s t a t e s t h a t 

d o e s n ' t g i v e t h e i n s u r a n c e commis s i o n e r t h e power 

t o r e g u l a t e ; i s t h a t c o r r e c t ? 

COMMIS SIONER ARIO: Y e a h . When you 

t a l k a b o u t s o l e p r o p r i e t o r s , j u s t t o be f a i r h e r e 

t o t h e i n s u r e r s , t h a t -- t h o s e a r e t h e n , i n most 



c a s e s , t r e a t e d as i n d i v i d u a l s . And t h e i n d i v i d u a l 

m a r k e t , i n most s t a t e s , i s p r e t t y b a d, i n t e r m s o f , 

you know, i n d i v i d u a l s who have h e a l t h p r o b l e m s h a v e 

a v e r y h a r d t i m e g e t t i n g a n y t h i n g a f f o r d a b l e . So 

when y o u ' r e t a l k i n g a b o u t a s o l e p r o p r i e t o r , j u s t a 

s i n g l e p e r s o n , t h a t ' s n o t r e a l l y a u n i q u e 

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

t o h a v e huge p r o b l e m s . 

As s o o n as you g e t , t h o u g h , t o g r o u p s 

o f two o r mo r e , i n mo s t s t a t e s , t h e r e a r e p r e t t y 

s t r o n g l i m i t a t i o n s on c h a r g i n g up a g r o u p , you 

know, d o u b l i n g , t r i p l i n g t h e i r l i m i t a t i o n . T h e r e 

a r e l i m i t a t i o n s on t h a t . We d o n ' t h a v e t h e m . 

CHAIRMAN DELUCA: When I s a y " s o l e 

p r o p r i e t o r s , " I d o n ' t mean t h e i n d i v i d u a l , I mean 

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

p r o p r i e t o r s . 

COMMISSIONER ARIO: R i g h t . 

CHAIRMAN DELUCA: I t i s a g r o u p , b u t 

t h e r e a r e s o l e p r o p r i e t o r s who b e l o n g t o t h e g r o u p 

h a v e gone u p . 

COMMISSIONER ARIO: G r o u p s o f one -¬

u n d e r t h e c u r r e n t s y s t e m , you w o u l d n ' t b e l i e v e t h e 

t i m e and e n e r g y t h a t i n s u r e r s p u t i n t o s e g m e n t i n g 

t h o s e r i s k s , and w i t h i n a s s o c i a t i o n s a r e v e r y 



c o m p l i c a t e d f o r m u l as f o r when p e o p l e g e t g r o u p e d 

and when t h e y g e t c h a r g e d i n d i v i d u a l l y . 

I mean, j u s t t h i n k , i f you t h i nk a b o u t 

a l l t h e a c t i v i t y t h a t t o d a y g oes i n t o -- and i t ' s 

t r a d i t i o n a l i n s u r a n c e a c t i v i t y , s o t h a t ' s why -¬

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

won't s u r v i v e t h i s b e c a u s e t h e y -- i t ' s i n t h e i r 

DNA t o t r y t o e x c l ude s i ck p e o p l e and o n l y c o v e r 

h e a l t h y p e o p l e . I f t h a t ' s t r u e , t h e y won't 

s u r v i v e , b u t I b e l i e v e t h o s e B l u e C r o s s s y s t e m s 

h a v e a l o n g t r a d i t i o n o f co m m u n i t y r a t i ng t h a t I 

t h i nk w e ' l l go b a c k t o , and c a r r i e r s t h a t do 

community r a t e e f f e c t i v e l y , t h a t ' s where I t h i n k 

t h e f u t u r e l i e s . 

B u t t o d a y , e v e r y b o d y s p e n d s enormous 

t i m e . They h i r e a l o t o f p e o p l e . They do a l o t o f 

c o m p l e x c o m p u t e r m o d e l i n g t o t r y t o f i g u r e o u t 

who's h e a l t h y , g e t them i n , and who's u n h e a l t h y and 

pus h them o u t o r r a t e them way u p . T h a t ' s j u s t t h e 

n a t u r e o f t h e game t o d a y . And t h a t ' s why we have 

f e d e r a l h e a l t h r e f o r m . 

CHAIRMAN DELUCA: Thank y o u . 

R e p r e s e n t a t i ve G o d s h a l l . 

REPRES ENTATI VE GODSHALL: T h i s i s on 

C h a i r m a n M i c o z z i e ' s d i m e , n o t m i n e . I ' l l r e a d i t 



e x a c t l y as I have i t h e r e , as I r e c e i v e d i t . 

The k e y p r o v i s i o n i n t h e h e a l t h r e f o r m 

law i s t h e premium i s t h e r e q u i r e m e n t t h a t h e a l t h 

p l a n s meet new m e d i c a l l o s s r a t i o , MLR, s t a n d a r d s , 

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

premiums s p e n t on a d m i n i s t r a t i v e c o s t s . To e n s u r e 

a p p r o p r i a t e r e s o u r c e s f o r a c t i v i t i e s t h a t i m p r o v e 

h e a l t h c a r e q u a l i t y , t h e l a w e x c l u d e s q u a l i t y 

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

a d m i n i s t r a t i v e c a t e g o r y . 

Have you -- where i s t h e NAIC on MLR, 

and a r e t h e y d o i n g a n y t h i n g t o p u s h t o e n s u r e t h a t 

q u a l i t y i m p r o v e m e n t a c t i v i t i e s must be e n c o u r a g e d 

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

c o m p a r i s o n s among a l l h e a l t h p l a n s ? 

He's j u s t a s k i n g , what i s t h e NAI C 

d o i n g i n t h a t r e a l m ? 

COMMISSIONER ARIO: Thank you f o r t h a t 

q u e s t i o n . I t h i n k you s h o u l d a l w a y s h a v e t o r e a d 

M i c o z z i e q u e s t i o n s . T h e y ' r e f r i e n d l i e r t h a n t h e 

ones you u s u a l l y h a v e . 

REPRESENTATI VE GODSHALL: W e l l , o k a y . 

COMMISSIONER ARIO: I know you g o t y o u r 

own c o m i n g . 

On t h a t one, t h e q u e s t i o n ' s e x a c t l y 



r i g h t . T h a t t h e r e i s t h i s p r o v i s i o n i n t h e l aw 

t h a t , I t h i n k , a p p r o p r i a t e l y s ays c o u n t q u a l i t y 

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

i m p r o v e q u a l i t y on t h e n u m e r a t o r s i d e . G i ve t h e 

i n s u r e r s c r e d i t t h a t c o u n t s a g a i n s t t h e i r 85 

p e r c e n t t a r g e t -- o r t h e 80 p e r c e n t t a r g e t . And 

t h e NAIC i s t r y i n g t o i m p l e m e n t t h a t . 

I t s t i l l d o e s i n v o l v e l i ne d r a w i n g 

a b o u t what i s e x a c t l y a q u a l i f i e d q u a l i t y 

i m p r o v e m e n t a c t i v i t y and what i s n ' t . And we're i n 

t h e p r o c e s s o f d o i ng t h a t . And, l i k e I s a i d , 

t h e r e ' s t h r e e o r f o u r h u n d r e d p e o p l e us u a l l y on t h e 

phone t h e s e d a y s when t h e d i s c u s s i o n s t a k e p l a c e . 

REPRES ENTATI VE GODSHALL: O k a y . We 

w i l l g e t t h a t a n s w e r b a c k t o t h e c h a i r m a n . 

I j u s t want t o ask y o u , what i s 

P e n n s y l v a n i a l o o k i ng a t as f a r as u p - f r o n t money? 

Where a r e we a t on t h a t ? 

COMMIS SIONER ARIO: I h e a r d you t a l k 

a b o u t t h a t . I was g o i n g t o a d d r e s s t h a t . 

We d o n ' t t h i nk i t ' s g o i n g t o be v e r y 

much up f r o n t . I mean, i t ' s t a k e n a f a i r amount o f 

my t i m e and a c o u p l e --

REPRES ENTATI VE GODSHALL: We t h o u g h t 

maybe i t was i n y o u r b u d g e t . 



COMMISSIONER ARIO: We, s t a f f -- i t i s . 

We're a b s o r b i n g i t w i t h -- you know, i t ' s 

e s s e n t i a l l y s t a f f t i m e t h a t goes i n t o i t r i g h t 

now. 

We b e l i e v e t h a t -- a g a i n , we a r e g o i n g 

t o -- t h e p r o c e s s h e r e i s t h a t by J u n e 1 s t , t o g e t 

i n t o t h e l e a d q u e u e , HHS s a y s , S t a t e s s h o u l d g e t 

t h e i r a p p l i c a t i o n t o u s . And we have a d r a f t 

p r o p o s a l a l m o s t r e a d y . We're g o i n g t o s h a r e i t a t 

t h e c a u c u s e s t o d a y . 

T h a t -- i f we g e t i n t h a t q u e u e , t h e n 

we're t h e f i r s t s e t o f s t a t e s . We s t a r t g e t t i n g 

o u r money as e a r l y as -- we w i l l g e t o u r money as 

e a r l y as J u l y 1 s t , i f i t ' s a p p r o v e d . 

So b e t w e e n now and J u l y 1 s t , u n d e r o u r 

c u r r e n t p l a n , we d o n ' t h a v e a l o t s p e n d i n g . I t ' s 

b a s i c a l l y s t a f f t i m e and a c t u a r i a l t i m e t o 

c a l c u l a t e some t h i n g s , and t h e n we w o u l d s t a r t 

g e t t i n g money. 

I f we d o n ' t g e t i n t h a t f i r s t q ueue and 

have t o s t a r t d o i n g some o f t h e RFP work and so 

f o r t h , t h e n we w i l l h a v e t h i s i s s u e o f where a r e we 

g o i n g t o g e t t h e money. 

REPRESENTATI VE GODSHALL: O k a y . You 

had m e n t i o n e d a b o u t o u r c o s t s . E v e r y o t h e r c o u n t r y 



has s o r t o f r e i g ned i n t h e i r c o s t s e x c e p t f o r t h i s 

c o u n t r y and so f o r t h . I am h o p i n g -- you know, I 

know t h a t o u r p e o p l e a r e us ed t o t h e q u a l i t y and 

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

we r e i gn i n a l o t o f co s t s and do away w i t h t h e 

a c c e s s i b i l i t y and q u a l i t y . 

I u n f o r t u n a t e l y go down t o t h e 

U n i v e r s i t y o f P e n n s y l v a n i a , w h i c h t a k e s me a l mos t a 

w h o l e day, once a month, and i f I n e e d an MRI , I 

can g e t t h a t MRI t h e same day I'm t h e r e . I d o n ' t 

h a v e t o l ose a n o t h e r day, make a n o t h e r a p p o i n t m e n t 

f o r two o r t h r e e months i n t h e f u t u r e , and t h e s ame 

w i t h a CAT s c a n . I t ' s -- i t i s s o m e t h i ng o u r 

p e o p l e a r e u s e d t o . 

And I do a g r e e t h a t c o s t s a r e -- you 

know, t h e c o s t s a r e t h e r e , b u t a t t h e s ame t i me, 

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

and q u a l i t y , and f a r b e t t e r t h a n what we s ee -¬

what I ' v e s e e n a r o u n d t h e w o r l d, and I t r a v e l a 

l o t . I t ' s s o m e t h i ng t h a t a l s o h a s t o be t a k e n i n 

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

COMMIS SIONER ARIO: We're g o i n g t o have 

a l o t o f d i s cus s i o n as a s o c i e t y a b o u t what t h a t 

r i g h t b a l ance i s . You and I do g e t t h o s e k i n d s o f 

c a r e . When my w i f e i n s i s t s on an MRI when my k i d 



bangs h i s h e a d on t h e s p o r t s f i e l d , she g o t i t . 

You know, p e o p l e l i k e us g e t t h o s e k i n d o f c a r e . 

I w i l l p o i n t o u t t o you e v e n t o d a y , a 

l o t o f p e o p l e d o n ' t g e t t h a t i n A m e r i c a . We h a v e 

t h e v e r y b e s t h i g h - e n d m e d i c i n e i n t h e w o r d , and i f 

you c a n g e t a c c e s s t o o u r t o p end, i f you h a v e some 

v e r y t o u g h d i s e a s e t h a t demands, you know, a 

s p e c i a l d r u g o r w h a t e v e r , w e ' r e b e t t e r o f f i n 

A m e r i c a t h a n a n y w h e r e . P e o p l e f l o c k t o u s . 

B u t i f you l o o k a t a v e r a g e r e s u l t s , 

w e ' re down i n t h e m i d d l e o f t h e p a c k and o f t e n 

t i m e s e v e n b e l o w t h e m i d d l e w i t h i n f a n t m o r t a l i t y , 

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

we d o n ' t g e t i t t o e v e r y b o d y t o d a y , b u t t h e s e 

i s s u e s w i l l be i m p o r t a n t , and we w i l l p r o b a b l y 

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

c o u n t r y i n t h e w o r l d w o u l d be my g u e s s , b e c a u s e we 

want a h i gh l e v e l o f m e d i c a l c a r e . 

B u t i n t h e f u t u r e , t h e way i t w i l l 

w o rk, and I was on t h e phone w i t h t h e d o c t o r s 

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

i t w i l l be m e d i c a l homes, and i t won't be -- you 

won't be a b l e t o j u s t y o u r d o c t o r and y o u r d o c t o r 

k i n d o f i n a b u b b l e w i l l d e c i d e , you know, I 'm 

g o i n g t o go g e t t h a t o r w h a t e v e r . They w i l l be 



p r a c t i ce i n g r o u p s and t h e y w i l l l o o k a t what t h e 

s t a t i s t i c s s how and t h e y ' l l l o o k a t y o u r k i n d o f 

s i t u a t i o n , and, i n g e n e r a l , you w i l l g e t what i s 

t h e b e s t - e v i d e n c e s t a n d a r d . And t h e r e a r e t o d a y a 

l o t o f p e o p l e g e t t i n g MRIs and t h a t s o r t o f t h i n g 

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

f i t . My boy, I ' l l t e l l y o u , t h e day he g o t t h e 

MRI , he s h o u l d n ' t p r o b a b l y h a v e g o t i t . He d i d n ' t 

r e a l l y n e e d i t . 

T hose k i n d s o f t h i ngs w i l l be p a r t o f 

o u r s y s t e m . How much i s A m e r i c a g o i ng t o s t a n d f o r 

t h a t ? T h e y ' r e g o i ng t o h a v e t o , u n l e s s t h e y want 

t o k eep p a y i ng more and more, and t h a t ' s where t h e 

b a l ance has t o l i e . B u t , I mean, you know f r o m 

y o u r work, r i g h t , we want e v e r y t h i n g and we d o n ' t 

want t o pay a n y t h i ng f o r i t . So t h e s e a r e g o i n g t o 

be c h a l l e n g i ng i s s ues i n A m e r i c a . 

REPRESENTATIVE GODSHALL: You d o n ' t 

want t o pay f o r i t u n t i l you n e e d i t . 

COMMIS SIONER ARIO: T h a t ' s r i g h t . 

REPRES ENTATI VE GODSHALL: Thank y o u , 

C o m m i s s i o n e r . 

CHAIRMAN DELUCA: R e p r e s e n t a t i ve Q u i n n . 

REPRES ENTATI VE QUI NN: Thank y o u , 

Commis s i o n e r , and M r . C h a i r m a n , f o r b e i ng h e r e . 



And I'm s o r r y , I'm g o i n g t o have t o l e a v e 

immedi a t e l y a f t e r a s k i n g my q u e s t i o n . 

I a l s o a p p r e c i a t e t h e t i m e t h a t y o u ' r e 

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

t h e f o u r c a u c u s e s a b o u t t h e h i g h - r i s k p o o l . T r u t h 

be t o l d , t h e k n e e - j e r k r e a c t i o n t o K a t h y : G r e a t . 

Can I c a l l you t o m o r r o w a b o u t t h a t ? 

And she w a s n ' t aware o f i t . 

Who w i t h i n o u r c a u c u s i s -- a r e you -¬

i s g o i n g t o be t h e r e ? Do you know? 

COMMISSIONER ARIO: I d o n ' t know t h e 

d e t a i l s , n o . Two o ' c l o c k i s t h e t i m e I was t o l d . 

REPRESENTATI VE QUI NN: Two o ' c l o c k 

r i g h t h e r e i n t h e c a p i t o l ? 

COMMISSIONER ARIO: Y e s . Now, I r e a l l y 

hope I 'm n o t i n b i g t r o u b l e h e r e b e c a u s e I t h o u g h t 

t h a t was s e t up, and I t h i n k i t has be e n , b u t I 

d o n ' t know. Can an y b o d y e l s e t h e r e up sp e a k t o 

i t ? 

REPRESENTATI VE PASHINSKI : T h e r e i s no 

l e a d e r s h i p -- j u s t f o r t h e l e a d e r s . 

COMMISSIONER ARIO: Now, I'm p r o b a b l y 

g o i n g t o g e t chewed on by somebody. 

REPRESENTATI VE QUI NN: I j u s t -¬

COMMISSIONER ARIO: T h e r e i s a b r i e f i n g 



a t 2:0 0, and I d o n ' t know who's b e e n i n v i t e d f o r 

s u r e . 

REPRES ENTATI VE QUI NN: O k a y . Wel l , 

u n d e r s t a n d a b l y , a l l members o f o u r R e p u b l i c a n 

c a u c u s as w e l l a r e most i n t e r e s t e d i n --

COMMIS SIONER ARIO: I d i d n ' t s ay t h a t 

w i t h o u t t a k i ng n o t e t h a t i t was t o l d t o me f o u r 

c a u c u s b r i e f i n g , y e s . 

REPRES ENTATI VE QUI NN: Thank y o u . 

CHAIRMAN DELUCA: R e p r e s e n t a t i ve 

B a r b i n . 

REPRESENTATIVE BARBIN: Thank y o u , 

M r . C h a i r m a n . 

And t h a n k s , Commis s i o n e r , f o r y o u r 

t e s t i m o n y and we w i l l be w o r k i ng h e r e t o t r y t o 

make t h e b a l ance w i t h b o t h o u r -- h e r e and i n t h e 

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

s e n a t e . 

My q u e s t i on i s t h i s, I l ook a t t h i s 

h i g h - r i s k p o o l , and I know t h a t we've g o t a c o u p l e 

h u n d r e d t h o u s a n d p e o p l e who c a n ' t g e t c o v e r a g e 

b e c a u s e o f t h e i r p r e e x i s t i n g c o n d i t i ons . Y o u r 

t e s t i m o n y i s t h a t we w i l l h a v e f i ve t h o u s a n d p e o p l e 

t h a t w i l l be c o v e r e d u n d e r o u r i n i t i a l 

a p p l i c a t i o n . 



I'm c o n c e r n e d t h a t t h e amounts o f money 

won't be s u f f i c i e n t o v e r t h e t h r e e and a h a l f 

y e a r s . Can you t e l l u s , t h e c o m m i t t e e , what t h e 

d e d u c t i b l e s w i l l be and what t h e -- o r what y o u r 

p r o p o s e d d e d u c t i b l e i s and what y o u r p r o p o s e d 

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

p e o p l e w i l l b e ? 

COMMISSIONER ARIO: I ' l l g i v e you some 

g e n e r a l r a n g e o f p e o p l e . I f I s a y a p r e c i s e 

number, i t c o u l d c h a n g e . 

REPRESENTATI VE BARBIN: Ranges a r e 

f i n e . 

COMMISSIONER ARIO: Ranges a r e f i n e . 

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

p l a n . T h e r e a r e g o i n g t o be some e x c e p t i o n s , 

o f f e r s o f p r e v e n t i v e c a r e and so f o r t h . I t ' s t h e 

premium -- we're r e q u i r e d by t h e HHS r e q u i r e m e n t s 

t o s e t t h e premium a t what i s , q u o t e , u n q u o t e , 

s t a n d a r d r a t e i n t h e i n d i v i d u a l m a r k e t . We t h i n k 

t h a t ' s i n t h e f o u r - t o f i v e - h u n d r e d r a n g e h e r e . 

T h e r e ' s s ome c a l c u l a t i o n s t h e r e t h a t c o u l d t a k e i t 

down t o t h e t h r e e - t o f o u r - h u n d r e d r a n g e . I t 

d e p e n d s on what c o n s t i t u t e s a s t a n d a r d p o p u l a t i o n 

and so f o r t h . B u t somewhere i n t h r e e t o f i v e 

h u n d r e d r a n g e i s what we w o u l d c h a r g e -- i s t h e 



mos t we c a n c h a r g e p e o p l e f o r t h i s, and t h e n t h e 

r e s t o f i t w i l l be s u b s i d i z e d . 

And we t h i n k , u n d e r o u r bes t a c t u a r i a l 

p r o j e c t i o n , we h a v e now, you know, r o u g h l y , f i v e 

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

c l a i m s w i l l go t o HHS . Somebody's j u s t 

a d m i n i s t e r i n g t h i s , m a n a g i n g t h e c l a i m s . And t h e n 

t h e y w i l l be w o r k i ng c l o s e l y w i t h us , b e c a u s e i f 

t h a t -- i f t h e c l a i m s on t h a t p o p u l a t i o n t u r n o u t 

t o be more, t h e n w e ' l l h a v e t o l e a r n t o r o l l b a c k a 

l i t t l e b i t what we're c o v e r i n g . 

I f t h e y t u r n o u t t o be -- i t ' d be n i c e 

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

t h e n we c o u l d maybe ramp up t h e c o v e r a g e f o r some 

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

p r o g r a m . 

T h a t i s b a s i c a l l y -- d oes t h a t a n s w e r 

t h e qu e s t i o n , who --

REPRES ENTATI VE BARBIN: I t h i n k s o. I 

t h i nk, f r o m o u r p e r s p e c t i v e , we've g o t t o make s u r e 

t h a t we d o n ' t h a v e a n o t h e r , you know, f i n a n c i a l 

a d d i t i o n a l amount t h a t w e ' r e h a v i ng a h a r d t i me 

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

B u t t h a n k you f o r y o u r t e s t i m o n y . 

COMMIS SIONER ARIO: We a r e v e r y m i n d f u l 



and t h e p r o p o s a l h a s r i g h t i n i t , w e ' l l be 

f o l l o w i n g t h e HHS g u i d a n c e . And we're n o t 

l i a b l e -- s t a t e ' s n o t l i a b l e , t h e c o n t r a c t o r ' s n o t 

l i a b l e b e y o n d what t h e y g e t d o n e , and i t ' s n o t t h e 

r i s k o f t h e c l a i m s . 

CHAIRMAN DELUCA: R e p r e s e n t a t i v e 

S c h r o d e r . 

REPRESENTATIVE SCHRODER: Thank y o u . 

M r . C h a i r m a n . 

Thank y o u , C o m m i s s i o n e r A r i o . I t ' s 

g o o d t o have you w i t h us t o d a y . 

I w a s n ' t p l a n n i n g on a d d r e s s i n g t h i s 

i s s u e , b u t I was a s t o u n d e d when you c i t e d G r e e c e as 

an e x a m p l e o f why we s h o u l d be g o i n g down t h i s 

r o a d . I mean, f r o m my o b s e r v a t i o n , G r e e c e i s a 

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

r u n n i n g amuck and b e i n g f u n d e d by e v e r i n c r e a s i n g 

d e b t , w h i c h seems t o be t h e r o a d we a r e h e a d i n g 

down i n t h i s c o u n t r y by t h e a d o p t i o n o f a t r i l l i o n -

d o l l a r p r o g r a m l i k e t h i s , a n d , you know among o t h e r 

t h i n g s . So a l l I w o u l d s a y , i f G r e e c e i s t h e 

r e a s o n t o do t h i s , I'm more and more c o n v i n c e d t h a n 

e v e r t h a t we s h o u l d n ' t be g o i n g t h i s d i r e c t i o n and 

d o i n g t h a t . 

So I j u s t w a n t e d t o , you know, comment 



on t h e G r e e c e m a t t e r t h e r e , b e c a u s e --

COMMIS SIONER ARIO: Can I j u s t s a y , 

R e p r e s e n t a t i v e , what I meant t o s ay was , we a r e n o t 

g o i ng t o -- we a r e n o t G r e e c e . I f I mi s s p o k e , I 

r e a l l y mi s s p o k e , b u t t h e p o i n t i s , we a r e n o t 

G r e e c e . We a r e n o t g o i n g t o l e t o u r s y s t e m go down 

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

h e a l t h c a r e s y s tem t a k e us down t h a t r o a d . And t h e 

o n l y way we c a n c o n t r o l t h e s e c o s t s i s t o do 

s o m e t h i n g l i ke t h i s . 

They were o u t o f c o n t r o l b e f o r e we d i d 

t h i s . T h i s i s a way t o c o n t r o l t h e c o s t s , n o t t o 

p u t them f u r t h e r o u t o f c o n t r o l . 

REPRES ENTATI VE SCHRODER: I f I 

mis u n d e r s t o o d , and p e r h a p s I d i d , my a p o l o g i e s 

t h e n . I t h o u g h t you were c i t i ng G r e e c e as an 

e x a m p l e o f how s o m e t h i n g was done, and 

COMMIS SIONER ARIO: N o . 

REPRES ENTATI VE SCHRODER: -- a f t e r work 

on t h i s b i l l , and, t h e r e f o r e , a r e a s o n . O k a y . I 

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

Commis s i o n e r , i n y o u r w r i t t e n 

t e s t i m o n y , i n t h e h i g h - r i s k p o o l s e c t i o n , you s t a t e 

t h a t t h e r e ' s f i v e b i l l i o n f e d e r a l f u n d s . 

P e n n s y l v a n i a w i l l g e t a h u n d r e d s i x t y m i l l i o n o f 



t h i s o v e r t h e l i f e o f t h e p r o g r a m . I'm a s s u m i n g 

t h a t ' s o v e r t h e c o u r s e o f f i v e y e a r s . 

COMMISSIONER ARIO: T h r e e and a h a l f 

y e a r s . I t ' s g o i n g t o be a l i t t l e l e s s p r o b a b l y , 

b u t J u l y 1 s t o f t h i s y e a r t i l l 2014 w i l l be t h r e e 

and a h a l f . And i t w i l l be a l i t t l e b i t l e s s , 

d e p e n d i n g on when t h e p r o g r a m ' s s t a r t e d . 

REPRESENTATI VE SCHRODER: O k a y . T h r e e 

and a h a l f . 

W i t h t h a t t h e n , a p p r o x i m a t e l y how many 

i n d i v i d u a l s o r f a m i l i e s w i l l we be a b l e t o i n s u r e 

i n a d d i t i o n t o what we a r e d o i n g r i g h t now? 

COMMISSIONER ARIO: We're l o o k i n g a t 

a b o u t f i v e t h o u s a n d , a b o u t t h a t . F i v e t h o u s a n d p e r 

y e a r . 

REPRESENTATI VE SCHRODER: F i v e t h o u s a n d 

p e r y e a r . O k a y . 

What i s t h e -- t h e c u r r e n t w a i t i n g l i s t 

a d u l t B a s i c , t h e c u r r e n t n e ed o u t t h e r e , I g u e s s ? 

COMMISSIONER ARIO: F o u r h u n d r e d 

t h o u s a n d , I t h i n k , a b o u t 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 a t , as has bee n p o i n t e d o u t many t i m e s 

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

p e o p l e h a v e d i e d , moved o n , g o t a j o b , e t c e t e r a . 

So i t ' s somewhat l e s s t h a n t h a t , b u t t h e number 



s i g n e d up t h a t a r e on t h e l i s t a r e f o u r h u n d r e d 

t h o u s a n d . 

REPRES ENTATI VE SCHRODER: O k a y . You 

had a l so m e n t i o n e d s o m e t h i n g a b o u t t h e NAI C and 

them l o o k i n g a t c e r t a i n t h i ngs . My q u e s t i on i s 

t h i s . I had c o n t a c t e d y o u r o f f i c e , o r someone f r o m 

my o f f i c e d i d, t o i n q u i r e as t o w h e t h e r y o u , as t h e 

i n s u r a n c e commi s s i o n e r , s u b m i t t e d comments t o t h e 

NAI C on t h e i s s ue o f m e d i c a l l o s s r a t i o s and some 

of t h e o t h e r d e f i n i t i o n a l t h i n g s t h a t I u n d e r s t a n d 

t h e y were t a k i n g comments o n . 

D i d we do t h a t i n P e n n s y l v a n i a ? D i d 

you submi t w r i t t e n comments o r --

COMMIS SIONER ARIO: No, we d i d n o t . 

And I hope we g o t b a c k t o y o u r o f f i c e . I saw t h e 

e x c h a n g e e - m a i l , and I t h i n k we g o t b a c k and s a i d 

n o . 

My p h i l o s ophy a t t h e NAI C on t h e i s s ues 

t h a t I 'm n o t t h e p o i n t p e r s on on, l i ke I am a p o i n t 

p e r s o n on i n s u r a n c e e x c h a n g e s now, b u t on t h e 

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

d e b a t e , ask f o r i n p u t f r o m t h e s t a f f , and we're 

g o i ng t o w e i gh i n -- t e n d t o w e i g h i n t o w a r d s t h e 

end o f t h e p r o c e s s . 

And we -- o r i g i n a l l y t h e s e c r e t a r y h a d 



a s k e d us t o be done by J u n e 1 s t a t t h e NAI C 

r e c o m m e n d a t i o n t o u r . And we r e c e n t l y , I t h i n k 

y e s t e r d a y , t o l d h e r , W e l l , p r o b a b l y be J u l y 1 s t 

b e f o r e we g e t t h e r e . And t h e s t a t u t e r e q u i r e s us 

t o g e t i t t h e r e by t h e end o f t h e y e a r so t h e r e ' s 

s t i l l some t i m e i n t h e p r o c e s s h e r e . 

REPRESENTATI VE SCHRODER: So you 

a n t i c i p a t e t h a t t h a t m i g h t h a p p e n o r w i l l h a p p e n ? 

COMMISSIONER ARIO: I t may h a p p e n . I 

t h i n k w i t h t h e NAI C, f i f t y s t a t e s , t r y i n g t o r e a c h 

a c o n s e n s u s , we l i s t e n c a r e f u l l y . I saw a v e r y 

t h o u g h t f u l l e t t e r f r o m my c o l l e a g u e , Tom C o n s i d i n e , 

i n New J e r s e y t h i s m o r n i n g , on t h e i s s u e , a n d , you 

know, I t h i n k we w i l l c o n t i n u e t o m o n i t o r . B u t as 

of t o d a y , none o f s t a f f n o r m y s e l f h a v e s e e n a 

p a r t i c u l a r i s s u e t h a t we t h o u g h t we r e a l l y h ad t o 

w e i g h i n e a r l y o n . 

REPRESENTATI VE SCHRODER: O k a y . Now, 

w i t h r e g a r d s t o M a s s a c h u s e t t s and t h e i r e x p e r i e n c e , 

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

c e r t a i n s e n a t o r s , I'm n o t c o n c e r n e d a b o u t t h e i r 

c o n t i n u e d e n d o r s e m e n t o f M a s s a c h u s e t t s ' h e a l t h 

r e f o r m , b u t I d i d want t o a d d r e s s some o f t h e 

a r t i c l e s t h a t I ' v e s e e n o v e r t h e p a s t y e a r o r s o , 

i n f o r m a t i on t h a t I h a v e . 



I h a v e b e e n t r y i n g t o f o l l o w 

i m p l e m e n t a t i on o f i t f r o m a f a r , you know. Not 

l i v i n g o r b e i n g t h e r e , we're a t a l i t t l e b i t o f a 

d i s a d v a n t a g e , I g u e s s , b u t i t seems t o me t h a t a l l 

i s n o t sunny i n M a s s a c h u s e t t s w i t h r e g a r d s t o 

i m p l e m e n t a t i on o f t h e i r p r o g r a m . 

A r t i c l e f r o m O c t o b e r o f l a s t y e a r 

i n d i c a t e s t h a t Mas s a c h u s e t t s , des p i t e s i g n i f i c a n t 

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

h i g h e s t h e a l t h i n s u r a n c e c o s t s i n t h e n a t i on, 

a v e r a g i n g t h i r t e e n t h o u s and s e v e n h u n d r e d e i g h t -

e i g h t d o l l a r s p e r f a m i l y , a c c o r d i ng t o t h e K a i s e r 

F a m i l y F o u n d a t i o n . And premiums were b e i n g l o o k e d 

a t t o b e i n g i n c r e a s e d by a b o u t 12 p e r c e n t on t o p o f 

t h a t . 

A l s o, i n a more r e c e n t a r t i c l e , M a r c h 

of t h i s y e a r , i t i n d i c a t e s t h a t t h e s t a t e e n r o l l ed 

f i f t y - f i v e t h o u s a n d more p e o p l e i n M e d i c a i d, and 

t h e f o l k s f l o o d ed t o t h e new f r e e i n s u r a n c e and 

e n r o l l ed i n t h e i r -- s o r r y -- s u b s i d i z e d p l a n s b u t 

a few b o u g h t p r i v a t e i n s u r a n c e , s o e v e n t h o u g h t h e 

t o t a l u n i n s u r e d d r o p p e d , s a v i n g s d i d n ' t 

m a t e r i a l i z e . And i t i n d i c a t e s t h a t Mas s a c h u s e t t s 

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

h u n d r e d s e v e n t y - t h r e e mi l l i on t h i s y e a r . 



F i n a l l y , o t h e r p r o b l e m s i n v o l v i n g 

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

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

c a s e l o a d and o t h e r t h i n g s l i k e t h a t , so I j u s t 

t h i n k t h a t t h e r e ' s t h i n g s we n eed t o l o o k a t v e r y 

c a r e f u l l y w i t h r e g a r d s t o what M a s s a c h u s e t t s d i d i n 

i m p l e m e n t i n g t h i s as w e l l . 

COMMISSIONER ARIO: R e p r e s e n t a t i v e , 

y o u ' r e a b s o l u t e l y on p o i n t , as u s u a l l y . I n t h a t 

i t e m as c o m m u n i t y r a t i n g i s s u e s o v e r t h e y e a r s , and 

t h o s e a r e v e r y g o o d comments. 

The M a s s a c h u s e t t s e x p e r i m e n t shows t h a t 

i f you p u t an i n d i v i d u a l mandate i n -- a n d , a g a i n , 

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

mandate and p r e t e n d l i k e t h a t you c a n ' t -- you 

know, we want t o h a v e i n s u r a n c e r e f o r m w i t h o u t a 

m a n d a t e , d o e s n ' t w o r k . 

One t h i n g I ' l l g u a r a n t e e y o u , i f you 

t a k e away t h e m a n d a t e , y o u ' r e g o i n g t o end up 

t a k i n g away t h e i n s u r a n c e r e f o r m , b e c a u s e you 

c a n n o t t e l l p e o p l e , You c a n come i n w h e n e v e r you 

f e e l l i k e i t a f t e r y o u ' r e s i c k , b u t , you know, you 

d o n ' t h a v e t o come i n u n t i l y o u ' r e s i c k . T h a t ' s 

n o t a r e c i p e f o r s o l v i n g o u r p r o b l e m s . You n eed t o 

do b o t h , and t h a t ' s -- M a s s a c h u s e t t s has p r o v e n 



t h a t , and t h a t means 97, 98 p e r c e n t c o v e r a g e i s 

where t h e y a r e . 

The s e c o n d h a l f o f i t , c o s t c o n t r o l , 

t h e y h a v e n ' t d o n e . They a r e n ' t -- a l o t o f p e o p l e 

s a y , W e l l , t h e y ' r e t h e w o r s t i n t h e c o u n t r y . W e l l , 

t h e y were t h e w o r s t b e f o r e t h e r e f o r m s , so t h e y ' v e 

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

I h e a r d G o v e r n o r Romney r e c e n t l y s a y , on a FOX 

i n t e r v i e w , t h a t M a s s a c h u s e t t s was a c t u a l l y d o i n g 

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

t h e y ' r e s t i l l a h i g h - c o s t s t a t e and t h e y s t a y a 

h i g h - c o s t s t a t e . 

T h a t ' s why we need much b r o a d e r r e f o r m s 

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

i n c e n t i v e s , p r a c t i c i n g by b e s t a v a i l a b l e e v i d e n c e . 

I w i l l s a y t h a t t h e d i s c u s s i o n s i n 

M a s s a c h u s e t t s show two t h i n g s a b o u t c o s t s . One, 

t h e y ' r e t o u g h i s s u e s , so t h e i r g o v e r n o r ' s 

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

i n s u r e r s , and t h e r e ' s some t h i n g s g o i n g on t h e r e 

t h a t I d o n ' t t h i n k a r e p a r t i c u l a r l y h e l p f u l i n 

t e r m s o f r a t e r e g u l a t i o n s , f i g h t s t h a t maybe a r e n ' t 

c o m p l e t e l y t h e b e s t way t o a p p r o a c h t h e s e i s s u e s , 

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

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



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

e v e r y b o d y r e c o g n i z e s t h a t f e e - f o r - s e r v i ce m e d i c i ne 

d o e s n ' t w o r k . 

So t h e n , once you have e v e r y b o d y i n , 

t h e c o n v e r s a t i o n i s, A, you know, more d i f f i c u l t . 

We're g o i ng t o have s ome d i f f i c u l t d i s c u s s i o n s i n 

t h i s c o u n t r y . B u t , B, i t ' s a c t u a l l y e n g a g e d 

i n s t e a d o f e v e r y b o d y k i n d o f t h r o w i n g up t h e i r 

h a n d s , as we've done f o r , you know -- s i n c e I ' v e 

b e e n a l i v e , we've t h r o w n up o u r ha n d s and s a i d, We 

c a n ' t c o n t r o l t h e c o s t s , and i t c o n t i n u e s t o go 

u p . 

Once you have e v e r y b o d y i n , you have t o 

engage t h a t q u e s t i o n . Mass a c h u s e t t s h a s e n g a g e d 

i t , I t h i nk, more t h a n any o t h e r s t a t e i n t h e 

c o u n t r y . 

REPRES ENTATI VE SCHRODER: One o f my 

c o n c e r n s i s , you know, t h e c o s t o f t h e p r o g r a m i n 

P e n n s y l v a n i a . And i t seems , i n Mass a c h u s e t t s , t h e 

cos t s h a v e gone up, has bee n more c o s t l y t h a n 

e x p e c t e d . 

COMMIS SIONER ARIO: No, t h a t ' s n o t -¬

i t has n o t bee n more c o s t l y t h a n e x p e c t e d . I t ' s 

b e e n on t h e same b a s i c t r a c k as what was -- you 

know, t h e i r c o s t s h a v e n o t gone down, b u t t h e y h a v e 



c o n t i n u e d t o t r a c k n a t i o n a l c o s t s . 

REPRESENTATI VE SCHRODER: W e l l , as I 

s a i d , t h e y ' r e a s k i n g t h e f e d e r a l g o v e r n m e n t f o r 

more and more money a l l t h e t i m e , t o , you know, 

h e l p meet t h e i r c o s t s , and I f e a r t h a t i f , as 

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

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

p o o l o r e v e n t u a l l y t h e s t a t e e x c h a n g e s , and t h e 

f i n e s , i f you w i l l , t h a t a r e i n t h e f e d e r a l p r o g r a m 

a r e n ' t enough t o c o v e r t h e c o s t o f t h a t i n s u r a n c e , 

we're g o i n g t o h a v e , you know, an a d d i t i o n a l 

p r o b l e m . 

And I ' d l i k e t o know what y o u r t h o u g h t s 

a r e and y o u r comments a r e on t h a t as t o what t h e 

i m p a c t w o u l d be i n P e n n s y l v a n i a . 

COMMISSIONER ARIO: The i s s u e o f c o s t 

c o n t r o l i s n o t r e a l l y an i n s u r a n c e i s s u e . The 

i n s u r e r s h a v e a r i g h t t o s a y t h a t t h e r e a r e , i n b i g 

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

most o f t h e c o s t s , and so when you see t h e s e b i g 

p r e m i um i n c r e a s e s , t h a t ' s an i s s u e a b o u t how 

t h e y ' r e -- e q u i t y , how t h e y ' r e d i v i d e d i n t h e p o o l , 

b u t i n g e n e r a l t e r m s , t h e y ' r e a p a s s - t h r o u g h 

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

s y s t e m , and so i t ' s d e l i v e r y s y s t e m r e f o r m t h a t has 



t o h a p p e n i n o r d e r f o r t h e c o s t s t o go down. 

So f o c u s i ng on w h e t h e r t h e i n s u r a n c e 

r e f o r m s a r e g o i ng t o i n c r e a s e o r d e c r e a s e c o s t , 

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

p a y s more and who p a y s l e s s , and t h e i n t e n t i s t o 

make e v e r y b o d y pay c l o s e r t o t h e m i d d l e . T h a t ' s 

t h e f o c u s on t h a t . I t does n ' t -- b u t -¬

So f o c u s i ng on t h e i n s u r a n c e r e f o r m as 

a r e a s on why c o s t s a r e g o i n g t o go up i s, I t h i n k , 

m is p l a c e d . I t h i n k t h e i s s ues a b o u t c o s t s g o i n g up 

h a v e t o do w i t h f e e - f o r - s e r v i c e medi c i n e , t h e f a c t 

t h a t we g e t enormous v a r i a t i o n among d i f f e r e n t 

r e g i o n s , t h e f a c t s t h a t -- t h e f a c t t h a t we d o n ' t 

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

e f f e c t i v e l y . We h a v e t h e s e e x t e n d e d b r o a d p r e m i um 

t h i ngs , as I s a i d b e f o r e , t h a t d o n ' t work 

e f f e c t i v e l y , t o i n c e n t t h e r i g h t b e h a v i o r s . Those 

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

REPRES ENTATI VE SCHRODER: No . I 

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

b e i ng t h e c o s t d r i v e r s and u t i l i z a t i on and 

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

know how t h e y p l a y i n t o -- i n t o t h a t p a c k a g e . B u t , 

l i k e I s a i d , i f , as I f e a r , t h e r e i s an i n c e n t i v e 

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



t h a t h a p p e n s , t h e n I f e a r i t ' s g o i n g t o be 

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

t h e , you know, money c o m i n g i n t o h a n d l e t h a t . 

COMMISSIONER ARIO: A b s o l u t e l y . 

CHAIRMAN DELUCA: R e p r e s e n t a t i ve 

P a s h i n s k i . 

REPRESENTATIVE P A S H I N S K I : Thank y o u , 

M r . C h a i r m a n . 

T ha nk yo u, C o mmi s s i o n e r . 

I ' d l i ke t o c o n t i n u e t h i s c o n v e r s a t i on 

you j u s t had w i t h R e p r e s e n t a t i ve S c h r o d e r , b e c a u s e 

I t h i n k t h a t t h i s i s where we a l l mi ss t h e p o i n t . 

Number one, i f we d i d n o t h i ng, h e a l t h 

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

I t ' s u n s u s t a i n a b l e , and l e s s and l e s s p e o p l e w o u l d 

h a v e i n s u r a n c e and l e s s and l e s s p e o p l e w o u l d h a v e 

m e d i c a l c a r e . 

COMMISSIONER ARIO: P r o j e c t i o n s a r e 2.5 

t r i l l i o n t h i s y e a r o r t h e l a s t y e a r , so 2 0 0 9; 

w o u l d be f i v e t r i l l i o n , a l m o s t f i v e t r i l l i o n , 4.8, 

i n 201 9, y e s . 

REPRES ENTATI VE PAS HINSKI : So i t ' s 

uns u s t a i n a b l e; i t ' s a b r o k e n s y s t e m . 

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

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



t o h e l p r e v o l u t i o n i z e a new way o f p r o v i d i n g h e a l t h 

c a r e . And i t ' s i m p e r a t i v e t h a t a l l t h o s e t h a t 

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

a m u l t i s t o o l -- m u l t i - l e g s t o o l . 

Our e f f o r t s h e r e t o t r y t o work w i t h 

t h e i n s u r a n c e i n d u s t r y i s hampered b e c a u s e we d o n ' t 

h a v e t h o s e c o s t c o n t r o l s t h a t you be g a n t o a l l u d e 

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

know, h i s c a r e and you i n d i c a t e d t h e MRI , t h e f a c t 

o f t h e m a t t e r i s t h a t i n most i n d u s t r i a l i z e d 

n a t i o n s , an MRI , a t max, w o u l d c o s t a b o u t f i v e 

h u n d r e d b u c k s . B u t i n t h e U n i t e d S t a t e s i t c o s t s 

f r o m s i x h u n d r e d t o two t h o u s a n d . 

Now, my q u e s t i o n i s , what a r e we g o i n g 

t o do -- i t ' s o u r d u t y t o make t h i s t h i n g w o r k . 

I t ' s o u r d u t y t o make i t r i g h t . What a r e we g o i n g 

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

t h e c o s t c o n t r o l s i n t h e d e l i v e r y s y s t e m i n o r d e r 

t o h a v e an o p p o r t u n i t y f o r s u c c e s s ? 

COMMISSIONER ARIO: V e r y good q u e s t i o n , 

R e p r e s e n t a t i v e . 

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

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

t h i s , b u t t h e y ' r e n o t r e a l l y t h e d r i v i n g f o r c e i n a 

l o t o f t h i s c o s t c o n t r o l . When t h e y t r i e d t o do i t 



i n t h e l a t e '90 s by t h e m s e l v e s , i t d i d n ' t work v e r y 

w e l l b e c a u s e i t was done v e r y a r b i t r a r i l y . T h e r e 

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

c o mmunity and t h e n , u l t i m a t e l y , f r o m t h e p u b l i c as 

w e l l . So i t n e e d s t o be a p a r t n e r s h i p , I b e l i e v e , 

and t h e m e d i c a l c o m m u n i t y has t o want t o come 

f o r w a r d . 

So t h e more e x c i t i n g t h i n g s t o d a y a r e 

t h i n g s where t h e i n s u r a n c e i n d u s t r y ' s w o r k i n g w i t h 

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

e s s e n t i a l l y t h e same t h i n g as what u s e d t o be -¬

managed c a r e g o t a bad name. I t ' s l i k e , what do 

you w a n t , unmanaged c a r e ? I s t h a t t h e g o a l h e r e ? 

So i t ' s a f o r m o f m a n a g i n g t h e c a r e e f f e c t i v e l y , 

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

manage w i t h i n b u d g e t . 

Somebody's g o t t o manage w i t h i n b u d g e t s 

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

t e s t s t h e y want and some t h i r d p a r t y o v e r h e r e i s 

p a y i n g f o r i t , i t ' s n o t g o i n g t o w o r k . So t h e 

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

m e d i c a l h omes, c e r t a i n b u d g e t , and t h e n t h e y ' l l 

work w i t h t h e i r p a t i e n t s , and t h e i r p a t i e n t s w i l l 

h a v e some o f t h e i r own money a t s t a k e t o o t o manage 

c o s t s w i t h i n o v e r a l l r e a s o n a b l e t a r g e t s . 



And where we s e t t h o s e t a r g e t s , w e l l , 

as R e p r e s e n t a t i ve G o d s h a l l s a i d, we're p r o b a b l y 

g o i ng t o s e t them h i g h e r t h a n any o t h e r c o u n t r y i n 

t h e w o r l d , b u t n o t so h i gh t h a t we're g o i n g t o keep 

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

m i l l i o n p e o p l e o u t s i d e t h e s y s tem b e c a u s e t h e y 

c a n ' t a f f o r d i t . 

So i n s u r e r s w o r k i n g w i t h -- a r o u n d 

m e d i c a l homes, t h o s e s o r t s o f t h i ngs a r e -- i s 

where t h e i n s u r e r s r o l e comes i n . A l o t o f i t ' s 

g o i ng t o be s t a r t e d w i t h M e d i c a r e , and when 

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

i t g e t s k i n d o f r o l l e d o u t . 

These b i l l s h a v e a l o t o f -- t h e l a w 

has a l o t o f p r o v i s i o n s i n i t a b o u t payment r e f o r m , 

l o o k i n g a t what h a p p e n s and w o r k s and t h e n t r y i n g 

t o r e p l i c a t e t h a t a r o u n d t h e c o u n t r y . I t ' s e v e n 

g o t i n s t a l l a t i o n s , l i ke t h e mi l i t a r y b a s e d e c i s i on 

d i d o f , you know, o k a y , now, s omebody t h e n w i l l 

c o m p l a i n , W e l l , I l o s t a b i l l i on d o l l a r s b e c a u s e my 

s e r v i c e d i d n ' t g e t enough c o v e r a g e . Those t h i n g s 

t h e n go i n a p a c k a g e b a c k t o c o n g r e s s, and c o n g r e s s 

has t o do a t a k e - i t - o r - l e a v e - i t t h i n g . They c a n ' t 

s a y , We'l l t a k e o u t t h i s one b a s e and p u t i t b a c k 

i n t h e p r o p o s a l . 



So t h e r e ' s a l o t o f t h o u g h t o u t t h i n g s 

t h a t p e o p l e -- you know, what p e o p l e know a b o u t t h e 

b i l l i s t h e L o u i s i ana P u r c h a s e and t h e C o r n h u s k e r 

K i c k b a c k and t h e s e t h i n g s , a r e n ' t e v e n i n what i s 

t h e l a w a n y m o r e . They d o n ' t know a b o u t t h e s e k i nd 

o f d e t a i l s, and I t h i nk, as you s ee t h e s e d e t a i l s 

r o l l o u t , y o u ' l l s ee a l o t more engagement and 

s u p p o r t . 

REPRES ENTATI VE PAS HINSKI : I t h i n k i t ' s 

r e a l l y i m p e r a t i ve t h a t we make s u r e t h a t we 

h i g h l i g h t who a l l t h e p l a y e r s a r e h e r e , and what 

C h a i r m a n D e L u c a i s i n t e n d i n g t o do i s t o b r i n g a l l 

t h o s e p l a y e r s t o t h e t a b l e so t h e r e c a n be an 

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

p o s i t i o n s . 

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

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

s y s tem w i l l f a i l . I f t h e medi c a l m a n u f a c t u r e r s o f 

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

r a t e s a t w i l l , t h i s w i l l f a i l . I f t h e d o c t o r s 

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

w i l l f a i l . And i t ' s i n c u m b e n t upon a l l o f us , i t ' s 

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

a t t h e t a b l e and be h o n e s t . 

I'm w o r r i ed a b o u t t h e r u s h t o i n c r e a s e 



t h e r a t e , t o i n c r e a s e p r i c e s , so as t o m a i n t a i n 

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

t a k e p l a c e . T h a t ' s what my c o n c e r n i s . And I 

w o u l d hope t h a t we c o u l d c o n t i n u e t o echo t h a t 

i t ' s -- t h e r e a r e s e v e r a l m a j o r p l a y e r s i n t h i s 

t h a t ' s g o i n g t o make i t work o r make i t f a i l . 

I n s u r e r s t e n d n o t t o do t h e m s e l v e s a 

l o t o f f a v o r s i n t h e way t h e y h a n d l e some i s s u e s , 

i n my v i e w , w i t h t h e r a t e i n c r e a s e s and so f o r t h . 

They g e t t h e m s e l v e s i n t h e p u b l i c l i n e . B u t when 

you s t a r t t a l k i n g more b r o a d l y , what i n s u r e r s o u g h t 

t o be t a l k i n g a b o u t i s a l l t h e o p p o r t u n i t i e s h e r e , 

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

s a y s what a r e t h e a v e r a g e p r o f i t l e v e l s i n 

i n s u r a n c e . T h e y ' r e p r e t t y l o w , a c t u a l l y . T h e y ' r e 

2, 3, 4 p e r c e n t down h e r e . H o s p i t a l s , n o t much 

b e t t e r , f r a n k l y . T h e y ' r e a t a l e o f r i c h and p o o r 

t h e r e . 

And t h e n you l o o k a t t h e p h a r m a c e u t i c a l 

c ompany, f r o m t h e m e d i c a l d e v i c e s , m e d i c a l 

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

t e e n s and so f o r t h . And so t h e i n s u r e r s a r e n o t 

f u n d a m e n t a l l y t o b l a m e , b u t t h e y h a v e a k i n d o f 

w a d i n g i n . 

A n d , you know, a g a i n , I t h i n k i t ' s 



a b o u t t h i s t h i n g t h a t I d o n ' t t h i nk t h e c o u n t r y 

w a n t s anymore, w h i ch i s t a k i n g s i ck p e o p l e and 

s a y i n g , S i n c e you c o s t us a l o t more, we're g o i n g 

t o c h a r g e you t h r e e , f o u r , t e n t i mes as much as 

e v e r y b o d y e l s e . T h a t t h e n p r o v o k e s a p u b l i c 

b a c k l a s h , and we n e e d t o g e t t h e c ommunity r a t i n g 

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

f i f t y y e a r s . 

And s t i l l -- a c t u a l l y , h e r e ' s a l i t t l e 

known f a c t , H i g h m a r k and IBC a r e t h e o n l y l a r g e 

c a r r i e r s i n t h i s s t a t e t h a t d o n ' t us e medi c a l 

u n d e r w r i t i n g , medi c a l q u e s t i o n n a i r e s , t o f i g u r e o u t 

how t o p r i c e i n s u r a n c e f o r s m a l l bus i n e s s e s . T h e i r 

b o t h t h r e a t e n i n g t o do i t b e c a u s e t h e y s a y , I f t h e 

c o m p e t i t o r s d o n ' t s t o p d o i n g i t , w e ' l l h a v e t o do 

i t , b u t t h e y s t i l l d o n ' t do i t t o d a y . 

So t h e m odel c a n work, b u t i t c a n ' t 

work i f o t h e r p e o p l e a r e c o n t i n u i ng t o do t h a t k i n d 

of r i s k s e l e c t i o n . And i t c a n ' t work i f n o t 

e v e r y b o d y ' s i n t h e m a r k e t . 

REPRES ENTATI VE PAS HINSKI : T h a t ' s 

c o r r e c t . W e l l , I a p p r e c i a t e y o u r e f f o r t . And I 

know t h a t y o u ' r e g o i n g t o c o n t i n u e t o f i g h t . And I 

know t h e r e ' s g o i n g t o be p l e n t y o f o t h e r p e o p l e 

h e r e d o i n g t h e same. 



Thank y o u , s i r . 

COMMISSIONER ARIO: I n c l u d i n g y o u . 

CHAIRMAN DELUCA: R e p r e s e n t a t i v e D a y . 

REPRESENTATI VE DAY: M r . C o m m i s s i o n e r , 

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

t e s t i m o n y t o d a y . 

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

a d m i n i s t e r t h e h i g h - r i s k p o o l o f a p p r o x i m a t e l y 10 

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

c o r r e c t ? 

COMMISSIONER ARIO: The g u i d a n c e f r o m 

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

9 0 . So i f you r e a d t h e t h i n g s t h e y p u t o u t so f a r , 

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

way, b u t t h e y s a i d , you know, W e ' l l pay r e a s o n a b l e 

a d m i n i s t r a t i v e e x p e n s e s s t a r t i n g now, and t h e n 

we're a f t e r a t a r g e t o v e r a l l o f a 10 p e r c e n t cap on 

a d m i n i s t r a t i v e e x p e n s e s . B u t i t ' s s t i l l -- i t ' s 

k i n d o f -- i t ' s t a l k e d a b o u t i n t h e g u i d e l i n e s i n 

t e r m s l i k e t h a t , n o t as a h a r d c a p . 

REPRESENTATI VE DAY: So t h e y ' r e 

r e c o m m e n d i n g t h a t . Do you t h i n k i t w i l l be t h a t 

number? What's y o u r b e s t g u e s s ? 

COMMISSIONER ARIO: We've l o o k e d a t how 

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



t h i nk t h a t ' s d o a b l e, and t h e c a r r i e r s t h a t we've 

bee n t a l k i n g t o a b o u t p o t e n t i a l l y d o i n g i t , as my 

u n d e r s t a n d i n g -- I ' v e n o t done a l o t o f t h a t -¬

I ' v e n o t done any o f t h a t d i r e c t n e g o t i a t i o n / 

d i s cus s i o n -- t h i n k i t c a n be a c h i e v e d . 

REPRES ENTATI VE DAY: Do you l o o k a t 

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

s i m i l a r s e r v i c e o r a l mos t l i k e k i nd t o e x a c t l y what 

i n s u r a n c e c o m p a n i e s d o ? 

COMMIS SIONER ARIO: I t i s, 

R e p r e s e n t a t i v e , what i n s u r a n c e c o m p a n i e s do w i t h 

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

m a r k e t , most o f t h e i n s u r e r s i n t h e s t a t e p r o b a b l y 

g e t , you know, more t h a n h a l f , s o m e t i m e s 75 p e r c e n t 

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

e m p l o y e r s where t h e y ' r e n o t t a k i n g r i s k s . The 

l a r g e e m p l o y e r , b a s i c a l l y, i t ' s p r e d i c a b l e . They 

keep t h e r i s k, b u t t h e y h i r e an i n s u r a n c e c a r r i e r , 

o r somebody e l s e s o m e t i m e s , t o manage t h e p r o c e s s, 

t o manage t h e c l a i ms, and t h a t p r o c e s s i s s i m i l a r 

t o t h i s . 

The HHS i s g o i n g t o pay t h e c l a i m s , 

j u s t l i k e t h e l a r g e empl o y e r w o u l d pay t h e c l a i m s , 

b u t t h e y want s omebody who's e x p e r t i n d e a l i n g 

w i t h -- who has t h e p r o v i d e r n e t w o r k and a c l aims 



p r o c e s s i n g a b i l i t y and a l l o f t h a t . T h a t ' s t h e -¬

t h a t ' s how t h i s i s g o i n g t o r u n . 

REPRESENTATI VE DAY: I ' l l t r y t o be as 

c l e a r as I c a n b e . The p o i n t I'm t r y i n g t o g e t a t 

i s , t h e s e r v i c e t h a t ' s p r o v i d e d t o a d m i n i s t e r t h e 

p l a n i s what I l o o k a t as what t h e i n s u r a n c e 

c o m p a n i e s do i n t h e p r i v a t e -- i n t h e c u r r e n t 

s y s t e m now, t h e p r i v a t e s y s t e m now. And i n my 

e x p e r i e n c e , m i d l e v e l , I ' d s a y -- c h a r a c t e r i z e i t 

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

e m p l o y e e s . So i n my e x p e r i e n c e , t h a t number n e v e r 

a p p r o a c h e d 1 0 p e r c e n t , t h e b e s t I c a n f i g u r e i t 

o u t . Of c o u r s e , t h e y d i d n ' t t u r n t h e i r b o o k s o v e r 

and show me, b u t t h e b e s t I c a n f i g u r e i t o u t 

w a s n ' t up i n t h e 1 0 p e r c e n t . 

We h a v e e i t h e r t h e s e l f - i n s u r e d p l a n -¬

we had moved t o a s e l f - i n s u r e d p l a n . We had b e e n 

u n d e r a t r a d i t i o n a l r i s k p l a n , and t h e n I moved i t 

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

company t o p e r f o r m t h e n e t w o r k -- t h e o p e r a t i o n o f 

t h e n e t w o r k , i n t e r a c t i o n w i t h h e a l t h c a r e 

p r o v i d e r s . 

I s t h a t what t h e a d m i n i s t r a t o r w o u l d be 

d o i n g t h a t w o u l d be b e i n g p a i d 10 p e r c e n t o f t h e 

f u n d t o d o ? 



COMMIS SIONER ARIO: L e t me make s u r e I 

u n d e r s t a n d . Y o u ' r e s a y i n g n e v e r a p p r o a c h e d 10 

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

t h a n 1 0 p e r c e n t o r a l o t l e s s , o r w h a t ? I 'm n o t 

s u r e what s i de --

REPRES ENTATI VE DAY: I was s a y i n g l e s s , 

f r o m t h e bes t e s t i mate t h a t I c o u l d make. As I 

s a i d, t h e y d i d n ' t t u r n t h e i r b o o k s o v e r t o me where 

I h a d a team o f a c c o u n t a n t s be a b l e t o v e r i f y i t , 

b u t my b e s t g u e s s i s t h a t number was s m a l l e r t h a n 

10 p e r c e n t , b e c a u s e what I had was, I h a d -- my 

a c t u a l e x p e r i e n c e was t h e p a y m e n t s were b e i n g made. 

The p a y m e n t s I was m a k i n g i n t o t h a t f u n d i n o r d e r 

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

were b e i n g b i l l e d . And t h e n t h e r e was a premium on 

t o p o f t h a t t h a t was b e i ng t a k e n by t h e i n s u r a n c e 

company f o r t h e i r s e r v i c e . 

I mean, I t h i n k -- and I ' l l s h a r e w i t h 

you f u r t h e r . One o f my p e t p e e v e s i n t h i s w h o l e 

i s s ue i s t h a t we're k i n d o f s a y i n g " b i g i n s u r a n c e , " 

" b i g i n s u r a n c e , " t h a t ' s t h e p r o b l em. T h e y ' r e 

t a k i n g a l l t y p e s o f d o l l a r s . I n my -- j u s t my 

a n e c d o t a l -- j u s t my e x p e r i e n c e , I d i d n ' t f i n d t h a t 

t o be t h e c a s e , b e c a u s e I was m a n a g i ng o u r p l an f o r 

o u r company and n e g o t i a t i n g p r e t t y e x t e n s i v e l y 



w i t h -- when we went s e l f - i n s u r e d , I was a b l e t o 

b i d i t o u t -- now, you know, i n t h e c u r r e n t l a w s , 

b i d i t o u t t o c o m p e t i t o r p r o v i d e r s . B u t I was 

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

Now, t o t i e t h a t b a c k i n t o where I'm 

t r y i n g t o g e t t o h e r e i s I was l o o k i n g a t -- and 

you c a n make comments and e d u c a t e me e v e n f u r t h e r . 

Do you t h i n k t h e 1 0 p e r c e n t i s h i g h e r t h a n t h e 

p r i v a t e s e c t o r , o r I g u e s s you w o u l d s a y l o w e r ? 

COMMISSIONER ARIO: T h a t ' s what I was 

t r y i n g t o g e t a t . What i t d e p e n d s on i s who's 

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

s y s t e m . I n g e n e r a l t e r m s , l a r g e e m p l o y e r s -- you 

s a i d f i v e h u n d r e d -- f i v e h u n d r e d and a b o v e , you 

know, t h e y ' r e g o i n g t o h a v e m e d i c a l l o s s r a t i o s up 

a r o u n d 90 p e r c e n t , h i g h 8 0 s . 

T h e r e ' s g o i n g t o be nobody i n t h a t 

m a r k e t p l a c e t h a t i s p a y i n g , you know, 15 o r 20 

p e r c e n t admin c o s t s on t h e p r o f i t m a r g i n s on t o p o f 

c l a i m s c o s t . T h a t ' s g o i n g t o be i n t h e 10 p e r c e n t 

r a n g e o r l e s s . And t h e i s s u e o f w h e t h e r i t ' s 1 0 o r 

12 o r 8 o r 6 w i l l d e p e n d on, you know, e x a c t l y 

w h a t ' s b e i n g done on t h e e m p l o y e r ' s s i d e and w h a t ' s 

b e i n g done on t h e i n s u r e r ' s s i d e , and, f r a n k l y , 

a l s o w h a t ' s b e i n g done on t h e d o c t o r ' s s i d e . 



One o f t h e i s s u e s we a s k e d a b o u t t h i s, 

how i s t h e medi c a l l o s s r a t i o s t u f f g o i ng t o work, 

i f i t d o e s n ' t work as w e l l as t h e i n s u r e r s w o u l d 

l i k e i t t o work i n t e r m o f t h e i r g e t t i n g t o c o u n t , 

i n q u a l i t y a s s u r a n c e d o l l a r s i n t h e n u m e r a t o r s i de 

o f t h e e q u a t i o n , gues s what t h e y ' r e g o i ng t o do? 

T h e y ' r e g o i ng t o s t a r t p u t t i n g i t i n t o t h e i r 

c o n t r a c t s w i t h t h e i r p r o v i d e r n e t w o r k s and make 

them do i t . And s ome p e o p l e t h i n k t h a t ' s a good 

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

m a n a g i ng t h e i r q u a l i t y a s s u r a n c e e f f o r t s r a t h e r 

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

So t h e d o l l a r s c a n be s h i f t e d a r o u n d 

and t h e s e v a r i a t i o n s a r e n o t g o i n g t o h a v e t o do 

w i t h s omebody f i g u r i n g o u t a way t o m a g i c a l l y 

p r o d u c e a 3 p e r c e n t p r o f i t g a i n o r new m a r g i n 

t h a t ' s g o i n g t o be -- you know, y o u ' r e company t o o k 

b a c k s ome s e r v i c e s and s a i d , We'l l h a n d l e t h a t 

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

So i t does v a r y a l o t e x a c t l y how i t ' s 

done i n t h e m a r k e t p l a c e , b u t a w e l l - f u n c t i o n i ng, 

l a r g e p o o l , and t h a t ' s why y o u ' v e g o t e x c h a n g e s , 

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

t h e c u r r e n t s y s tem? I n d i v i d u a l s and s m a l l 

bus i n e s s e s , w h i ch a r e p a y i n g , you know, 20 , 3 0 



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

A l s o , j u s t one l a s t t h i n g , b e c a u s e I 

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

i n d u s t r y b e c a u s e I d o n ' t l i k e t h e way t h e y segment 

r i s k and who p a y s what p o r t i o n , and I t h i n k t h a t ' s 

one o f t h e t h i n g s t h a t t h e r e ' s a l o t o f p u s h b a c k 

on t h e s e d a y s , b u t , o v e r a l l , as I s a i d , t h e i r 

p r o f i t m a r g i n s a r e p r e t t y l o w , and you c o u l d t a k e 

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

make, and i t w o u l d be a r e l a t i v e l y i n c o n s e q u e n t i a l 

amount o f money i n t e r m s o f t h e s i z e o f t h a t 

2 . 5 - t r i l l i o n - d o l l a r s p e n d i n g . 

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

t h e i n s u r e r s , t h e y ' r e e l s e w h e r e i n t h e s y s t e m . 

I n s u r e r s n e ed t o work on i t and s p e n d , you know -¬

my c r i t i q u e o f t h i s , s p e n d l e s s t i m e t a l k i n g a b o u t 

how i t ' s a l l g o i n g t o f a l l a p a r t b e c a u s e t h e s e r i s k 

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

where t h e money i s . I t w o u l d be l i k e -- t h e s e a r e 

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

L e t me t e l l you where t h e r e a l money 

i s , t h a t o u g h t t o be t h e p r e s e n t a t i o n . 

REPRESENTATI VE DAY: And w i t h y o u r 

a n s w e r s , I j u s t end up w i t h a n o t h e r f i f t e e n 

q u e s t i o n s , M r . C h a i r m a n , b u t I p r o m i s e I ' l l s t a y 



f o c u s e d on t h i s one p a r t i c u l a r i s s u e . 

And i n a l l t h e s e h e a r i n g s t h a t we 

i n t e n d t o h a v e , I ' l l t r y t o s h a r e some o f t h o s e 

q u e s t i ons . H o p e f u l l y y o u ' l l r e t u r n a g a i n and a g a i n 

and w e ' l l be a b l e t o go o v e r t h o s e . 

S p e c i f i c a l l y , w i t h a d m i n i s t e r i ng t h e 

h i g h - r i s k p o o l , do you p l a n t o have an i n t e r n a l 

s t a t e -- s t a t e e m p l o y e e s d o i n g t h a t , o r w i l l you 

f a r m t h a t o u t t o t h e p r i v a t e s e c t o r ? 

COMMISSIONER ARIO: We i n t e n d t o 

c o n t r a c t i t o u t . 

REPRES ENTATI VE DAY: M r . C h a i r m a n , 

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

q u e s t i ons . I a p p r e c i a t e i t . 

CHAIRMAN DELUCA: Thank y o u . Thank 

yo u , R e p r e s e n t a t i v e D a y . T h a t ' s what t h e s e 

h e a r i n g s a r e a b o u t . No p r o b l e m s w i t h i t . 

M r . Commi s s i o n e r , you m e n t i oned t h e 

f a c t , we were t a l k i n g a b o u t t h e t w e n t y - s i x - y e a r -

o l d ' s d e p e n d e n t c o v e r a g e . Who p a y s f o r t h a t 

a d d i t i o n a l c o v e r a g e ? Do t h e empl o y e r s p a y ? Do t h e 

e m p l o y e e s p a y ? Or do t h e -- i s i t a comb i n a t i o n 

b e t w e e n t h e e m p l o y e e s and t h e e m p l o y e r ? 

COMMIS SIONER ARIO: U l t i m a t e l y , 

w h o e v e r ' s g e t t i ng t h e b e n e f i t i s g o i ng t o pay f o r 



i t i n one f o rm o r ano t h e r . So i t wo u l d be t h e 

e m p l o y e e , t h r o u g h t h e e m p l o y e r , w o u l d u l t i m a t e l y 

p a y . A g a i n , i t ' s an i s s u e o f r i s k s p r e a d i n g , i s 

w h e t h e r you s p e n d enormous amounts o f t i m e t r y i n g 

t o p r i c e t h i s new c o v e r a g e and segment o u t -¬

t h e r e ' s a s e p a r a t e r i s k and h a v e e a c h p e r s o n i n 

t h a t p o o l p a y i t . 

T h a t ' s t h e most i n e f f i c i e n t , b a d way t o 

do i t , i n my v i e w . I f you do i t t h e way t h e 

f e d e r a l g o v e r n m e n t ' s done i t f o r t h e p l a n up t o 

t w e n t y - s i x , i t ' s s p r e a d a c r o s s t h a t c a r r i e r ' s book 

o f f a m i l y c o v e r a g e . So w i t h a l a r g e e m p l o y e r , i t ' s 

g o i n g t o be s p r e a d a c r o s s , you know, a l l t h e 

e m p l o y e e s o f t h a t l a r g e e m p l o y e r . And a s m a l l 

e m p l o y e r , once we h a v e p o o l i n g , i t w i l l be s p r e a d 

a c r o s s a l l o f t h e s m a l l g r o u p m a r k e t . 

So i t ' s -- so i t ' s -- what i t w i l l do, 

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

add a s m a l l i n c r e m e n t t o what i t c o s t s t o h a v e 

f a m i l y c o v e r a g e on an i n d i v i d u a l p l a n o r on a s m a l l 

g r o u p p l a n . And, a c t u a l l y , any i n d i v i d u a l e m p l o y e r 

w o u l d h a v e an i n c e n t i v e t o do more i n t h i s a r e a , 

b e c a u s e t h e i r c o s t , i f t h e y do i t , w i l l be s p r e a d 

a c r o s s t h e w h o l e r i s k p o o l , and i f t h e y d o n ' t do 

i t , t h e y ' r e j u s t d e p r i v i n g t h e i r e m p l o y e e s o f t h e 



a b i l i t y t o ha v e a c o s t t h a t w o u l d be s p r e a d more 

b r o a d l y . So i t e n c o u r a g e s , you know, more c o v e r a g e 

r a t h e r t h a n e n c o u r a g e s l e s s c o v e r a g e . 

CHAIRMAN DELUCA: So i t w i l l be s p r e a d 

a c r o s s t h e w h o l e . 

COMMIS SIONER ARIO: Y e a h . U l t i m a t e l y, 

you know, i n t h e end, p e o p l e w i l l consume t h e 

s e r v i c e s , we pay f o r t h e s e r v i c e . P e o p l e a r e 

p u t t i n g t o g e t h e r d i f f e r e n t ways o f d e l i v e r i n g them 

t o u s , b u t t h e r e i s no f r e e l u n c h i n t h a t . 

CHAIRMAN DELUCA: We know t h a t . We 

know t h a t v e r y w e l l , t h e r e ' s no f r e e l u n c h , 

Commis s i o n e r . 

B u t , I g u e s s , w o u l d t h e p a r e n t s be 

g e t t i n g a s e p a r a t e b i l l i f t h a t was --

COMMIS SIONER ARIO: No, n o . U n d e r t h e 

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

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

w o u l d be no d i f f e r e n t , u n d e r t h e f e d e r a l a p p r o a c h . 

K e e p i n g y o u r c h i l d on t i l l t w e n t y - s i x w o u l d be j u s t 

l i k e , you know, h a v i n g a n o t h e r c h i l d come i n t o t h e 

f a m i l y u n i t . I f you a l r e a d y h a v e f a m i l y c o v e r a g e , 

t h e r e ' s no c h a r g e f o r t h e s e c o n d , t h i r d , f o u r t h 

c h i l d , no e x t r a c h a r g e . And i f you b r i ng t h e f i r s t 

k i d i n , you have t o move f r o m -- e i t h e r f r o m 



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

I t w o u l d -- t h a t ' s how i t w o u l d b e . 

CHAIRMAN DELUCA: So -¬

COMMISSIONER ARIO: The k i d up t o 

t w e n t y - s i x w o u l d be j u s t l i k e a d d i n g a new a d o p t e d 

k i d a t t h i r t e e n o r a new b a b y a t o n e . Now, when 

I s a y i t t h a t way, i t s o u n d s l i k e , y ou know, 

n o b o d y ' s p a y i n g f o r i t . N o . T h a t -- d e p e n d i n g on 

how many d e p e n d e n t s t h e r e a r e i n t h e o v e r a l l p o o l , 

o b v i o u s l y , t h e more d e p e n d e n t s i n t h e o v e r a l l p o o l , 

t h a t ' s g o i n g t o make f a m i l y c o v e r a g e a l i t t l e b i t 

more e x p e n s i v e , b u t i t ' s g o i n g t o be s p r e a d a c r o s s 

e v e r y b o d y , n o t a b i g c o s t on any one p e r s o n . 

And t h e n t h a t way, you a l s o g e t more 

p e o p l e t o u s e i t , and so you g e t h e a l t h y p e o p l e i n 

a d d i t i o n t o s i c k p e o p l e . And you p r i c e s o m e t h i n g 

way up, you -- i t ' s a s e l f - f u l f i l l i n g p r o p h e s y . I f 

you p r i c e i t way up, t h e n t h e o n l y p e o p l e who w i l l 

buy i t a r e t h e p e o p l e who a b s o l u t e l y n e ed i t . 

E v e r y b o d y e l s e s t a y s away f r o m i t . And t h e n you 

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

s p i r a l , i n i n s u r a n c e t e r m s . You have t o t h e n keep 

r a i s i n g and r a i s i n g b e c a u s e you keep g e t t i n g r i d o f 

a l l t h e h e a l t h y p e o p l e i n y o u r p o o l . 

CHAIRMAN DELUCA: R i g h t . And I t h o u g h t 



I h e a r d you -- and I t h i nk you gave a comment 

p e r t a i n i n g t o H i g h m a r k , t h a t t h e y d o n ' t do m e d i c a l 

u n d e r w r i t i n g , t o t h e i r c r e d i t ; i s t h a t c o r r e c t ? 

B u t t h e y do do m e d i c a l u n d e r w r i t i ng, w h i c h I was 

a l l u d i ng t o , t h r o u g h t h e i r s u b s i d i a r y ; am I 

c o r r e c t ? 

COMMIS SIONER ARIO: I d o n ' t -- i n t h e s e 

a s s o c i a t i on p l a n s t h a t I t h i n k y o u ' r e t a l k i n g 

a b o u t , I d o n ' t b e l i e v e t h e y do -- p u t i t t h i s way, 

t h e y b e t t e r n o t be, b e c a u s e t h e i r a g r e e m e n t w i t h us 

i s n o t t o , i f i t ' s c o n s i d e r e d g r o u p c o v e r a g e . I f 

i t ' s i n d i v i d u a l c o v e r a g e , t h e n t h a t -- a l l o f t h e 

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

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

CHAIRMAN DELUCA: So I u n d e r s t a n d , 

b e c a u s e w e ' l l be t a l k i n g t o t h e -- g o i n g t o have a 

h e a r i n g on t h i s , y o u ' r e s a y i n g , i f t h e y s h i f t t o a 

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

u n d e r w r i t e ? 

COMMIS SIONER ARIO: F o r a c e r t a i n 

p e r i o d o f t i me. The a g r e e m e n t t h a t we have w i t h 

H i g h m a r k i s no m e d i c a l u n d e r w r i t i ng i n t h e g r o u p 

mar k e t f o r a ce r t a i n t i m e . 

CHAIRMAN DELUCA: What i s t h a t c e r t a i n 

t i m e ? 



COMMIS SIONER ARIO: I t h a s n ' t b e e n 

d i s c l o s e d y e t by them, and I s a i d I won't d i s c l o s e 

i t u n t i l t h e y do, b e c a u s e we're t r y i ng t o use i t , 

f r a n k l y, as a l o a d e d gun t o g e t t h e r e s t o f t h e 

c a r r i e r s t o s a y , L e t ' s s t o p d o i n g i t -- Why c a n ' t 

we a l l s t o p d o i ng i t , b e c a u s e i f we d o n ' t s t o p 

d o i ng i t , H i ghmark i s g o i n g t o be a b l e t o do i t a t 

some p o i n t . 

I c o u l d n o t , e v e n i f I w a n t e d t o , I 

c o u l d n ' t p r o h i b i t them f o r e v e r , b u t t o t h e i r 

c r e d i t , t h e y ' v e s a i d , We p r e f e r a r e g i m e , and so 

has I BC, i n wh i ch nobody does m e d i c a l u n d e r w r i t i ng, 

and so we're w i l l i ng t o a g r e e w i t h you n o t t o do i t 

f o r X p e r i o d o f t i me, w h i c h s h a l l r e m a i n a l i t t l e 

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

o r d e r t o g i v e t h e l e g i s l a t u r e t i m e t o s ay, L e t ' s 

s t o p t h a t f o r e v e r y b o d y o r maybe come t o s ome o t h e r 

d e a l . I t d o e s n ' t n e c e s s a r i l y h a v e t o s t o p i t f o r 

e v e r y b o d y . I t c o u l d be f r e e z e t h e s t a t u s quo i n 

p l a c e o r s o m e t h i n g l i ke t h a t . B u t t h a t ' s what 

we're t r y i n g t o d o . 

CHAIRMAN DELUCA: O k a y . 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 mony, Commis s i o n e r . We 

l o o k f o r w a r d t o w o r k i ng w i t h you on t h i s v e r y 

c o m p l i c a t e d p i e c e o f l e g i s l a t i on t h a t h o p e f u l l y 



w i l l b e n e f i t a l l t h e c i t i z e n s o f P e n n s y l v a n i a and 

a l s o t h i s c o u n t r y o f o u r s . Thank you v e r y much. 

COMMISSIONER ARIO: Thank y o u . 

CHAIRMAN DELUCA: N e x t i n d i v i d u a l t o 

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

f o r u n i t e d chamber o f commerce. 

We l c o m e . C e r t a i n l y a p p r e c i a t e you 

c o m i n g i n and l o o k f o r w a r d t o h e a r i n g y o u r 

t e s t i m o n y . 

MR. GELFAND: T h a n k s , Mr. C h a i r m a n . I t 

a p p e a r s we're r u n n i n g maybe a c o u p l e m i n u t e s l a t e , 

s o I w i l l t r y a n d b r e e z e t h r o u g h my r e ma r k s . 

CHAIRMAN DELUCA: V e r y g o o d . 

MR. GELFAND: I ' d l i k e t o t h a n k t h e 

members o f t h e c o m m i t t e e , and e s p e c i a l l y t h e 

c h a i r m a n , f o r a l l o w i n g me t h e o p p o r t u n i t y t o 

t e s t i f y t o d a y . 

I 'm h e r e r e p r e s e n t i n g t h e U n i t e d S t a t e s 

Chamber o f Commerce, t h e w o r l d ' s l a r g e s t b u s i n e s s 

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

b u s i n e s s e s o f e v e r y s i z e , s e c t o r , and r e g i o n . 

A l t h o u g h t h e Chamber o f Commerce i s and a l w a y s h as 

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

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

A m e r i c a n s , we, a l o n g w i t h t h e m a j o r i t y o f b u s i n e s s 



o r g a n i z a t i o n s i n W a s h i n g t o n D.C., we're a d a m a n t l y 

o p p o s e d t o t h e P a t i e n t P r o t e c t i o n and A f f o r d a b l e 

C a r e A c t . 

Th a t b e i n g s a i d , i t ' s done. I t ' s l a w . 

I t ' s s i g n e d . And now o u r f o c u s n e e d s t o be 

i d e n t i f y i ng t h e b i g g e s t p r o b l e m s t h e r e and f i x i n g 

them s o t h a t we c a n make t h i s l a w w o r k . 

My comments t o d a y a r e n o t meant t o be 

p o l i t i c a l c r i t i c i s m. T h e y ' r e meant t o be a c a l l t o 

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

l e g i s l a t i on t h a t w i l l n o t work u n l e s s we t a k e 

a c t i o n c o l l e c t i v e l y t o f i x t h e m . 

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

O f f i c e , t h e new r e q u i r e m e n t s i n t h e a c t w i l l l e a d 

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

i n c r e a s i n g by 1 3 p e r c e n t more t h a n i f we h a d done 

n o t h i n g . So l e t ' s us d i smi ss t h e argument 

immedi a t e l y t h a t d o i n g n o t h i n g was s omehow w o r s e 

t h a n d o i n g what we d i d . D o i n g s o m e t h i n g c o u l d 

p o t e n t i a l l y be b e t t e r t h a n h a v i n g done n o t h i n g . 

B u t , i n t h i s c a s e , a c c o r d i n g t o t h e C o n g r e s s i o n a l 

B u d g e t O f f i c e , t h e b i l l w i l l n o t be p r e v e n t i n g t h e 

cos t i n c r e a s e . I t w i l l be a d d i n g t o t h e m . 

The As s o c i a t e d P r e s s f o u n d t h a t , f o r 

yo u n g p e o p l e , t h e i r c o s t s w i l l go up t o by 17 



p e r c e n t . The C e n t e r f o r M e d i c a r e and M e d i c a i d 

S e r v i c e s f o u n d t h a t f o r t h e n a t i o n , as a w h o l e , o u r 

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

T h i s makes s e n s e , when you l o o k a t t h e 

p r o v i s i o n s i n t h e b i l l . S t a r t i n g t h i s S e p t e m b e r , 

e v e r y h e a l t h p l a n w i l l h a v e t o c o v e r many new 

r e q u i r e m e n t s , and my f r i e n d , M r . K e e f e r , a l r e a d y 

went t h r o u g h a l l o f them, and I won't b e l a b o r t h a t 

a g a i n . B u t i f we were t o assume t h a t e a c h o f t h o s e 

r e q u i r e m e n t s r a i s e d h e a l t h i n s u r a n c e p remiums by 

o n l y 1 o r 2 p e r c e n t , and HHS s a y s t h a t i t w i l l , 

t h a t ' s s t i l l s i g n i f i c a n t , when you add them u p . I n 

a g g r e g a t e , y o u ' r e t a l k i n g a b o u t s i g n i f i c a n t 

i n c r e a s e s . 

I n 2014, e v e n more c h a n g e s a r e g o i n g t o 

t a k e p l a c e , c h a n g e s t h a t we a l s o b e l i e v e w i l l l e a d 

t o s m a l l i n c r e a s e s , b u t when a g g r e g a t e d , w i l l l e a d 

t o l a r g e i n c r e a s e s o v e r t i m e . 

C o n g r e s s and t h e a d m i n i s t r a t i o n 

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

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

b u t r a t h e r e x p a n d t h e c o v e r a g e t o t h o s e who d o n ' t . 

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

c a l l e d " g r a n d f a t h e r i n g . " G r a n d f a t h e r i n g i s meant 

t o s a y t h a t i f you h a v e a p l a n t h a t ' s c u r r e n t l y i n 



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

makes m a j o r c h a n g e s . 

Now, t h e d e f i n i t i o n o f what t h o s e m a j o r 

c h a n g e s i s v e r y , v e r y i m p o r t a n t . We d o n ' t h a v e 

t h a t d e f i n i t i o n y e t , b u t we do know f o r a f a c t t h a t 

t h e r e a r e t h i n g s t h a t p l a n s h a v e t o do e v e r y y e a r . 

M r . K e e f e r w o u l d be a b e t t e r p e r s o n t h a n me t o 

e x p l a i n what a l l t h o s e a r e , b u t t h i n k a b o u t 

c h a n g i n g t h e p remiums f o r t h e p l a n , t h i n k a b o u t 

c h a n g i n g t h e p e r c e n t a g e , p e r h a p s , t h a t an e m p l o y e r 

p a y s v e r s u s t h e p e r c e n t a g e t h a t an e m p l o y e e p a y s , 

t h i n k a b o u t n e t w o r k s , t h i n k a b o u t new c o v e r a g e s . 

You t a l k e d a b o u t new d r u g s . W e ' l l t h i n k a b o u t new 

t r e a t m e n t s , new d o c t o r s , e t c e t e r a . 

A l l t h e s e c h a n g e s need t o be a l l o w e d , 

and i f t h e y ' r e n o t a l l o w e d on an a n n u a l b a s i s f o r 

p l a n s , t h e n g r a n d f a t h e r i n g won't work, and i t w i l l 

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

a l l . 

E v e n i f you a r e g r a n d f a t h e r e d , y o u ' r e 

s t i l l g o i n g t o h a v e t o f o l l o w many o f t h e new 

r u l e s . And t h e C e n t e r f o r M e d i c a r e and M e d i c a i d 

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

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

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



w o u l d g a i n c o v e r a g e , b u t a t t h e s ame t i me, t h a t ' s 

f o u r t e e n m i l l i o n A m e r i c a n s who a r e g u a r a n t e e d t o 

see some p r e t t y s e r i o u s d i s r u p t i o n t h e r e . 

I n o u r o p i n i on, t h e most t r o u b l i n g 

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

r i d i n g by i n d i v i d u a l s . The i n s u r a n c e commiss i o n e r 

c o r r e c t l y i d e n t i f i ed t h e i d e a t h a t t o h a v e a m a r k e t 

where g u a r a n t e e d i s s u e and c ommunity r a t i n g a r e 

e n a c t e d , m e a n i n g t h a t e v e r y o n e c a n g e t h e a l t h 

i n s u r a n c e , nobody has t o pay t o o much more t h a n 

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

you away, you h a v e t o h a v e a f u l l y i n s u r e d 

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

t o a c h i e v e t h a t was t h r o u g h an i n d i v i d u a l m a n d a t e . 

However, t h a t i n d i v i d u a l mandate i s t i n y . I t ' s 

m i n u t e . I t won't make an y b o d y g e t h e a l t h 

i n s u r a n c e . 

K a i s e r F a m i l y F o u n d a t i o n , no b a s h on 

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

f o r an i n d i v i d u a l i n 2009 was o v e r f o u r t h o u s a n d 

e i g h t h u n d r e d d o l l a r s . I n 2014, i f you go w i t h o u t 

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

d o l l a r s . T h a t ramps up e v e n t u a l l y t o s i x h u n d r e d 

and n i n e t y - f i v e d o l l a r s o r 2.5 p e r c e n t o f y o u r 

a n n u a l i n c o m e . 



T h a t means t h a t y o u c a n e s s e n t i a l l y 

s a v e t h o u s a n d s o f d o l l a r s by g o i n g w i t h o u t 

i n s u r a n c e , and t h e n when you g e t s i c k o r h i t by a 

bus , y o u c a n t h e n e n r o l l and have t h e r e s t o f t h e 

p o p u l a t i o n p a y f o r y o u r c l a i m s . 

M a s s a c h u s e t t s a t t e m p t e d a v e r y s i m i l a r 

a r r a n g e m e n t . The r e s u l t s t h a t M a s s a c h u s e t t s has 

was t h a t new e n r o l l e e s i n p l a n s i n M a s s a c h u s e t t s 

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

l o n g enough t o p a s s t h e i r c o s t s on t o e v e r y o n e 

e l s e . T h i s outcome was p r e d i c t a b l e . 

What h a p p e n e d a f t e r t h a t ? C o s t s s k y 

r o c k e t e d . M a s s a c h u s e t t s b u r e a u c r a t s d e c i d e d t h e 

way t o c o n t r o l t h o s e c o s t s t h e n was t h a t s a y t o 

i n s u r a n c e c o m p a n i e s , Y o u ' r e n o t a l l o w e d t o have any 

c o s t i n c r e a s e s . The i n s u r a n c e company s a i d , W e l l , 

i f we c a n ' t i n c r e a s e c o s t s , t h e n we're n o t g o i n g t o 

e n r o l l a n y body b e c a u s e i t w i l l a f f e c t o u r f i n a n c i a l 

v i a b i l i t y . And i t c r e a t e d a s t a n d o f f . 

T h i s i s t h e same p o l i c y t h a t h a s now 

been e n a c t e d on a n a t i o n a l l e v e l , a l t h o u g h we d o n ' t 

h a v e a n a t i o n a l r a t e r e v i e w b o d y , a t l e a s t n o t 

y e t . 

I t i s t r u e a l s o , t h a t t h e r e a r e some 

v e r y good p r o v i s i o n s i n t h e l e g i s l a t i o n t h a t w i l l 



h e l p b u s i nes s e s . C h i e f among them a r e p r o v i s i o n s 

t h a t w i l l a l low b u s i n e s s es t o change y o u r premium 

as an e m p l o y e e i f you c h o o s e t o p a r t i c i p a t e i n a 

w e l l n e s s p r o g r a m . I n o t h e r words , r e a l t e e t h so 

t h a t p e o p l e w i l l r e a l l y h a v e an i n c e n t i ve t o g e t 

h e a l t h y . 

T h e r e ' s a new i n i t i a t i v e f o r p u b l i c 

p r o g r a m s . A c c o u n t a b l e c a r e o r g a n i z a t i o n s , we 

t a l k e d a b o u t them as m e d i c a l homes e a r l i e r , t a l k e d 

a b o u t t h e CMS i n n o v a t i o n c e n t e r . The p o i n t o f 

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

up w i t h t h e p r i v a t e s e c t o r , where we've a l r e a d y 

been e x p e r i m e n t i n g w i t h many t h i n g s t h a t we t h i n k 

c o u l d h e l p l ower c o s t s , m a r k e t - d r i v e n i d e a s . 

T h e r e a r e g r a n t s f o r s m a l l bus i n e s s e s 

t o s t a r t w e l l n e s s p r o g r a m s , b u t t h e p r o b l e m i s, 

t h e r e ' s no money i n t h e b i l l t o f u n d t h o s e g r a n t s , 

so we're g o i ng t o have t o w a i t f o r a l a t e r b i l l t o 

p r o v i d e t h a t money and hope t h a t t h a t a c t u a l l y 

h a p p e n s . However, we t h i n k t h a t t h o s e k i n d s o f 

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

i n t e n t , t h e y ' r e o u t w e i g h e d by many o f t h e o t h e r 

p r o v i s i o n s i n t h e b i l l . 

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

b i l l i o n d o l l a r s i n new t a x e s , t a x e s on p r e s c r i p t i o n 



d r u g s , t a x e s on f u l l y i n s u r e d i n s u r a n c e p r o d u c t s , 

t a x e s on m e d i c a l d e v i c e s , a l l o f w h i c h t h e 

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

pay . 

We know t h a t t h e r e i s g o i n g t o be t a x e s 

on i n s u r e r s t h a t c a n ' t a f f o r d t o -- I 'm s o r r y -¬

t a x e s on e m p l o y e r s t h a t c a n ' t a f f o r d t o o f f e r 

c o v e r a g e t o t h e i r e m p l o y e e s . T h e y ' r e g o i n g t o hav e 

t o make up t h a t money f r o m s o m e w h e r e , and we 

b e l i e v e i t w i l l e i t h e r be i n l a y i n g o f f l o w - i n c o m e 

w o r k e r s o r i n l o w e r i n g s a l a r i e s f o r some w o r k e r s , 

b u t f o r some b u s i n e s s e s , i t ' s j u s t n o t a v i a b l e 

s i t u a t i o n where t h e y w o u l d h a v e t o p r o v i d e h e a l t h 

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

T h e r e a r e g o i n g t o be l o w e r e d p a y m e n t s 

f o r d o c t o r s and h o s p i t a l s , t h a t w i l l k i c k i n as 

so o n as n e x t y e a r , and m a r k e t b a s k e t c u t s . The 

p r o v i d e r s h a p p i l y a l l o w e d t h a t t o h a p p e n . They 

s a i d , W e ' l l t a k e l o w e r p a y m e n t s and l e s s d i s h 

p a y m e n t s b e c a u s e we're g o i n g t o g e t more p e o p l e 

i n s u r e d . B u t t h e y know t h a t t h e y had a b a c k s t o p . 

And t h a t b a c k s t o p i s c o s t s h i f t i n g . 

When a p r o v i d e r i s u n d e r p a i d by an 

u n i n s u r e d p e r s o n o r by a p u b l i c p r o g r a m , t h e y j u s t 

r e s p o n d t o t h a t by r a i s i n g c o s t s t h a t t h e y c h a r g e 



t o p r i v a t e i n s u r e r s , w h i ch means, a t t h e end o f t h e 

day, t h o s e c u t s w i l l a c t u a l l y end up b e i n g 

i n c r e a s e d c o s t s f o r empl o y e r s . 

T h e r e w i l l be new t a x e s on s o - c a l l e d 

w e a l t h y , b u t we t h i n k t h a t t h a t w i l l 

d i s p r o p o r t i o n a t e l y f a l l on s m a l l bus i n e s s owners . 

So w h e t h e r o r n o t you t h i n k t h a t t h e y n e e d t o pay 

more o r t h e i r f a i r s h a r e , i t w i l l a f f e c t w h e t h e r o r 

n o t t h e y h i r e more p e o p l e . And we're w o r k i n g t o do 

e v e r y t h i n g we c a n r i g h t now t o c r e a t e j o b s and t o 

combat u n e m p l o y m e n t . 

These t a x e s a r e p a i r e d w i t h f i ve 

h u n d r e d b i l l i o n d o l l a r s i n c u t s t o M e d i c a r e . Now, 

i t ' s i m p o r t a n t t h a t we make c u t s t o M e d i c a r e . A t 

t h e end o f t h e day, M e d i c a r e i s n o t e f f i c i e n t and 

n e e d s t o be e f f i c i e n t . B u t t h e q u e s t i o n i s, do you 

t a k e t h e money t h a t you s a v e i n M e d i c a i d and do you 

use i t t o s h o r e up t h e t r u s t f u n d so i t l a s t s 

l o n g e r t h a n 201 7, and maybe someday I c a n h a v e 

M e d i c a r e t o o ? Or do we, i n s t e a d , s p e n d t h a t money 

on a new p r o g r a m ? 

And i n t h i s b i l l , i t ' s o b v i ous t h a t 

we're c r e a t i ng a new f i v e - h u n d r e d - b i l l i o n - d o l l a r 

e n t i t l ement i n t h e f o r m o f premium s ubs i d i es t o 

i n d i v i d u a l s who make up t o 400 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 . T h a t ' s a b o u t e i g h t y - e i g h t 

t h o u s a n d d o l l a r s f o r a f a m i l y o f f o u r . T h e r e ' s no 

q u e s t i o n t h a t y o u need t o have s u b s i d i e s i f y o u ' r e 

g o i n g t o f o r c e p e o p l e t o p u r c h a s e i n s u r a n c e , y o u ' r e 

g o i n g t o need t o make s u r e t h a t t h e y c a n a c t u a l l y 

a f f o r d t o buy t h a t i n s u r a n c e . B u t t h e q u e s t i o n i s , 

i s 400 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 

s o m e t h i n g t h a t we c a n a f f o r d ? Does t h a t make s e n s e 

f o r us as a c o u n t r y ? 

The a c t d e s e r v e s t o be a p p l a u d e d 

b e c a u s e i t ' s g o i n g t o b r i n g t h i r t y m i l l i o n p e o p l e 

who d i d n ' t h a v e h e a l t h i n s u r a n c e i n t o t h e r a n k s o f 

t h e i n s u r e d . B u s i n e s s e s n e ed e v e r y o n e t o be 

i n s u r e d b e c a u s e we pay t h e c o s t s o f t h e u n i n s u r e d . 

T h a t b e i n g s a i d , how a r e t h e s e t h i r t y , 

t h i r t y - t w o m i l l i o n p e o p l e g o i n g t o be i n s u r e d ? 

W e l l , a b o u t h a l f o f them a r e g o i n g t o be e i t h e r 

i n c e n t i v i z e d w i t h s u b s i d i e s o r p u n i s h e d w i t h 

m a n d a t e s , and t h e o t h e r h a l f a r e g o i n g t o be added 

t o M e d i c a i d . So we're n o t s u r e t h a t t h a t ' s t h e 

b e s t way t o do i t . 

F i r s t , when you l o o k a t M e d i c a i d , i n 

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

a b o u t s i x t y c e n t s on t h e d o l l a r . They make t h a t 

money b a c k by c h a r g i n g t h e e m p l o y e r s and t h e s e l f -



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

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

M e d i c a r e and M e d i c a i d t o p r i v a t e e m p l o y e r s i s a b o u t 

20 p e r c e n t o f t h e c o s t s o f someone's i n s u r a n c e 

p r e m i u m s . 

We a l s o w o r r y t h a t t h e M e d i c a i d p r o g r a m 

may n o t be s u s t a i n a b l e, p a r t i c u l a r l y b e c a u s e , i n 

c e r t a i n p l a c e s , i t ' s b e c o m i ng i n c r e a s i n g d i f f i c u l t 

t o f i n d p r o v i d e r s w i l l i n g t o a c c e p t M e d i c a i d 

p a t i e n t s . What h a p p e n s t h e n i s t h a t y o u ' r e 

p r o v i d i n g someone w i t h a M e d i c a i d c a r d and t h e y 

h a v e -- nomi n a l l y , t h e y h a v e i n s u r a n c e , b u t t h a t 

d o e s n ' t g u a r a n t e e them a c c e s s t o c a r e . 

I t ' s a p r o b l em t h a t we've s een i n 

Mas s a c h u s e t t s w here, w h i l e many, many p e o p l e 

s u d d e n l y had i n s u r a n c e t h r o u g h s u b s i d i z e d p l a n s , 

t h e y ' r e u n a b l e t o g e t p r i m a r y c a r e , m e a n i n g t h a t 

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

a d d r e s s t h o s e p r o v i d e r s h o r t a g e s , and we n e e d t o 

f i n d ways t o make p u b l i c p r o g r a m s pay an a d e q u a t e 

amount, o r e l s e t h a t t h i r t y mi l l i on p e o p l e who a r e 

g o i ng t o s u d d e n l y h a v e i n s u r a n c e s t a r t i ng i n 201 4, 

i t ' s n o t g o i ng t o be sus t a i n a b l e . You won't be 

a b l e t o h o l d on t o t h a t g a i n . 

The chamber v e r y much s u p p o r t s p r o g r a m s 



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

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

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

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

a c c o u n t s and on f l e x i b l e s p e n d i n g a r r a n g e m e n t s , and 

a good e x a m p l e o f t h a t i s , y o u ' r e j u s t n o t a l l o w e d 

t o u se money f r o m t h o s e a c c o u n t s a n y m o r e . 

S t a r t i n g n o t t h i s y e a r b u t s t a r t i n g 

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

money t o p u r c h a s e o v e r - t h e - c o u n t e r d r u g s l i k e 

B e n a d r i l o r Z y r t e c . T h a t -- you c a n s t i l l p u r c h a s e 

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

own money, b u t y o u ' r e g o i n g t o need a p r e s c r i p t i o n 

t o u se y o u r HSA f u n d s . T h a t ' s n o t r e a l l y m a k i n g 

t h i n g s more e f f i c i e n t . T h a t ' s c r e a t i n g more 

d o c t o r s v i s i t s . 

We t h i nk t h a t t h e a c t was -- had a good 

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

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

T h e y ' r e t o o c o m p l i c a t e d . T h e y ' r e t o o r e s t r i c t i v e . 

They end a b r u p t l y . And t h e y ' r e one o f t h e o n l y 

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

I n f a c t , t o g e t t h e e n t i r e 35 p e r c e n t 

c r e d i t , y o u hav e t o meet so many s t a n d a r d s t h a t t h e 

v a s t m a j o r i t y o f t h e s m a l l b u s i n e s s e s a r e n o t e v e n 



e l i g i b l e . 

T h ese c r e d i t s f o r t h e s m a l l e s t 

e m p l o y e r s c o n t r a s t w i t h t h e d r a c o n i a n mandate on 

l a r g e r e m p l o y e r s . And by " l a r g e r , " I mean f i f t y o r 

more f u l l - t i me e q u i v a l e n t empl o y e e s . F o r them, 

t h e y must p r o v i de i n s u r a n c e t h a t meets g o v e r n m e n t 

s t a n d a r d s , w h i c h h a v e n o t been s e t y e t . We d o n ' t 

know p r e c i s e l y what t h o s e w i l l be, b u t i t has t o 

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

s t a n d a r d s . I f i t does n o t , t h e n t h e e m p l o y e r c a n 

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

e m p l o y e e s . And so t h a t c o u l d add up s e r i o u s l y f o r 

c e r t a i n empl o y e r s . 

B u t w o r s e , as an empl o y e r , y o u ' r e d o i n g 

t h e r i g h t t h i n g , and you c o n t i nue d o i n g t h e r i g h t 

t h i ng u n d e r t h e a c t , m e a n i n g you o f f e r good 

i n s u r a n c e , you pay most o f i t -- mos t empl o y e r s a r e 

p a y i n g 70 t o 80 p e r c e n t o f t h e premium and you 

o f f e r t h i s i n s u r a n c e . You c a n s t i l l end up b e i n g 

f i n e d j u s t as much as i f you o f f e r e d no i n s u r a n c e 

a t a l l . 

And t h e way t h a t w o r k s , as M r . K e e f e r 

m e n t i o n e d , i f you h a v e an empl oyee f o r whom h i s 

c o n t r i b u t i o n , s o t h e 20 p e r c e n t t h a t he has t o pay 

o f t h e i n s u r a n c e premium, i f t h a t c o n s t i t u t e s 9.5 



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

o u t o f y o u r p l a n , go t o t h e e x c h a n g e , g e t a f e d e r a l 

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

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

c a p p e d a t t h e same amount t h a t i t w o u l d h a v e been 

i f you p r o v i d e d no i n s u r a n c e a t a l l . 

T h a t ' s n o t c o n d u c i v e t o d o i n g t h e r i g h t 

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

be a b l e t o s a v e money by p r o v i d i n g i n s u r a n c e r a t h e r 

t h a n p a y i n g t h e f u l l p e n a l t y , a l t h o u g h t h a t ' s a 

v e r y d i f f i c u l t a r g u ment t o make, e m p l o y e r s a r e 

u s u a l l y w i l l i n g t o pay a l i t t l e b i t more f o r 

c e r t a i n t y . And i n a s i t u a t i o n where y o u have a 

f l a t f i n e p e r number o f e m p l o y e e s , y o u r a c c o u n t a n t 

c a n do t h a t c a l c u l a t i o n , and y ou w i l l know e x a c t l y 

how much you have t o p a y . 

H o w e v e r , i f you o f f e r i n s u r a n c e , you 

m i g h t h a v e some u n c e r t a i n t y t h e r e , b e c a u s e t h e r e ' s 

no way f o r an e m p l o y e r t o know a c c u r a t e l y h i s 

e m p l o y e e ' s a d j u s t e d g r o s s i n c o m e . You w o u l d h a v e 

t o a s k them more q u e s t i o n s . You w o u l d h a v e t o r e l y 

on them t o be t e l l i n g t h e t r u t h . And a t t h e end o f 

t h e d a y , you w o u l d end up h a v i n g t o p r o b a b l y pay 

c e r t a i n e m p l o y e e s more money t o w a r d s t h e i r p r e m ium 

t h a n o t h e r , b u t i t ' s g o i n g t o be v e r y d i f f i c u l t t o 



h a v e t h e i n f o r m a t i on t o know t h a t . 

So t h a t u n c e r t a i n t y r i g h t t h e r e may 

l e a d t o many e m p l o y e r s s a y i ng, W e l l , I ' d r a t h e r 

j u s t pay a f i n e as oppos ed t o h a v i n g t o g u e s s on 

what my c o s t s a r e g o i ng t o b e . 

I w i l l a l so s a y t h a t t h e chamber v e r y 

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

e x c h a n g e s . T h a t b e i n g s a i d , t h e y h a v e been 

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

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

commonwealth c o n n e c t o r i n Mass a c h u s e t t s . And as we 

d i s cus s e d e a r l i e r , t h a t c o n n e c t o r h a s n o t k e p t 

co s t s down o r c r e a t e d some k i n d o f new 

c o m p e t i t i o n . T h e r e ' s n o t h i ng wrong w i t h t h a t 

c o n n e c t o r , and i t s e r v e s an i m p o r t a n t p u r p o s e , b u t 

s a y i n g t h a t t h e b i l l ' s g o i n g t o c o n t r o l c o s t s 

b e c a u s e i t h a s c o n n e c t o r s o r e x c h a n g e s i s n o t 

a c c u r a t e . 

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

s t a r t s w i t h r e a l r e f o r m s . R e f o r m s t h a t a r e 

d e l i v e r y s y s tem r e f o r m s . R e f o r m s t h a t a r e c o s t 

c o n t r o l r e f o r m s . The C o n g r e s s i o n a l B u d g e t O f f i c e , 

i n l a t e 2 008 , l a i d o u t d o z e n s and d o z e n s o f 

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

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



You w i l l f i n d v e r y l i t t l e i n t h e b i l l 

i n t e r m s o f p r o t e c t i n g d o c t o r s f r o m f r i v o l ous 

l i t i g a t i o n . You w i l l f i nd v e r y l i t t l e i n t h e b i l l 

t h a t a c t u a l l y u n l e a s h e s s m a l l bus i n e s s e s t o p o o l on 

t h e i r own t e r m s and a l l o w them t o l o o k a t 

p u r c h a s i n g c o v e r a g e f r o m o t h e r s t a t e s t h a t may be 

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

i n s u r a n c e c o m p a n i e s . 

R e a l r e f o r m s i n c l u d e a c t u a l l y c r a c k i ng 

down on f r a u d and a b u s e . I f you remember t h e B l a i r 

H ouse S u m m i t , i n w h i c h t h e P r e s i d e n t met w i t h 

l e g i s l a t o r s on b o t h s i d e s o f t h e a i s l e . T hey 

t a l k e d a b o u t many d i f f e r e n t i d e a s t o combat f r a u d 

and a b u s e . None o f t h o s e i d e a s a r e i n t h e b i l l , 

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

and none o f them were added i n r e c o n c i l i a t i o n . 

So we t h i nk t h a t i f y o u ' r e g o i ng t o 

i n s u r e t h i r t y m i l l i o n p e o p l e , you c a n ' t s a y , Wel l , 

l e t ' s j u s t i n s u r e e v e r y b o d y and w o r r y a b o u t t h e 

d e l i v e r y s y s tem and c o s t c o n t r o l l a t e r . You n e e d 

t o do i t A S A P . We n e e d t o s t a r t d o i ng i t r i g h t 

now. 

E x p a n d e d c o v e r a g e was a w o r t h y g o a l . 

And t h e a c t i s g o i ng t o a c c o m p l i s h s ome i m p o r t a n t 

t h i ngs . B u t t h a t b e i ng s a i d , i t ' s n o t g o i ng t o 



c o n t r o l c o s t s , and so h e a l t h r e f o r m i s f a r f r o m 

o v e r . We're g o i n g t o h a v e t o be e n g a g e d on t h i s 

n e x t y e a r and t h e y e a r a f t e r . And o v e r t h e n e x t 

t e n y e a r s , we're a l l g o i n g t o be h a v i n g t o f i n d 

ways t o c o n t r o l t h o s e c o s t s . 

So h a v i n g s a i d t h a t , U.S. Chamber o f 

Commerce l o o k s f o r w a r d t o w o r k i n g w i t h y o u r s t a t e ' s 

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

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

So t h a nks . 

CHAIRMAN DELUCA: R e p r e s e n t a t i v e 

S c h r o d e r . 

REPRESENTATI VE SCHRODER: Good m o r n i n g 

o r a f t e r n o o n , w h e r e v e r we're a t now. A f t e r n o o n . 

T hank you f o r y o u r t e s t i m o n y . 

J u s t a c o u p l e q u e s t i o n s . Y o u ' r e 

t a l k i n g a b o u t , i n y o u r w r i t t e n t e s t i m o n y , l e t ' s 

s e e , a b o u t t h e K a i s e r F a m i l y F o u n d a t i o n d e t e r m i n i n g 

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

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

And t h e a c t , t h e f e d e r a l l a w w o u l d -- r e g a r d i n g t h e 

i n d i v i d u a l o b l i g a t i o n t o p u r c h a s e , w o u l d p e n a l i z e 

an i n d i v i d u a l up t o s i x h u n d r e d n i n e t y - f i v e d o l l a r s 

o r 2.5 p e r c e n t o f i n c o m e p e r y e a r i f t h e y r e f u s e t o 

p u r c h a s e c o v e r a g e . 



Now, j u s t a c l a r i f i c a t i o n , i s s i x 

n i n e t y - f i v e t h e t o p p e n a l t y o r i s 2.5 p e r c e n t o f 

income t h e t o p p e n a l t y ? 

MR. GELFAND: 2.5 p e r c e n t . 

REPRESENTATIVE SCHRODER: Okay. So i t 

c o u l d be -¬

MR. GELFAND: C o u l d be more t h a n s i x 

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

REPRES ENTATI VE SCHRODER: -- q u i t e 

a b i t h i g h e r t h a n s i x n i n e t y - f i v e . O k a y . 

Y e t t h e r e w i l l be i n d i v i d u a l s who w o u l d 

be a b l e t o s ave s i g n i f i c a n t amount o f money by 

r e f u s i ng t o p u r c h a s e t h e c o v e r a g e . 

MR. GELFAND: C o r r e c t . 

REPRES ENTATI VE SCHRODER: S o l e t ' s s ay 

t h e y r e f u s e t o p u r c h a s e c o v e r a g e . Walk me t h r o u g h 

what h a p p e n s . T h e y ' r e s t i l l r e q u i r e d t o g e t 

c o v e r a g e u n d e r t h e l a w o r be c o v e r e d somehow, a r e 

t h e y n o t ? 

MR. GELFAND: W e l l , i t ' s u n c l e a r how 

t h e b a n d on p r e e x i s t i ng c o n d i t i o n s i s e x a c t l y g o i n g 

t o work and how t h e g u a r a n t e e d i s sue i s g o i n g t o 

work, b u t , t h e o r e t i c a l l y , t h e y c o u l d w a i t u n t i l 

t h e y know t h a t t h e y ' r e g o i n g t o hav e h i gh c o s t 

c l a i m s and t h e n 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 



w h i c h c a s e , t h e p e o p l e who had be d o i n g t h e r i g h t 

t h i n g and had h e a l t h i n s u r a n c e a l l a l o n g , t h e i r 

p r emiums a r e g o i n g t o h a v e t o be i n c r e a s e d . 

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

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 h a v e t o s a y , W e l l , 

we know t h a t , l a t e r o n , p e o p l e who a r e f r e e r i d i n g 

a r e g o i n g t o come i n when t h e y h a v e c l a i m s . And so 

t h e i r a c t u a r i e s , when t h e y ' r e d e t e r m i n i n g what 

t h e i r p remiums need t o b e , a r e g o i n g t o r a i s e them 

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

Now, I u s e t h e t e r m t h e c o m m i s s i o n e r 

u s e d a l s o , d e a t h s p i r a l . What h a p p e n s i s , 

i n s u r a n c e r a t e s go u p . W e l l , a c o u p l e p e o p l e f a l l 

d own. So p e o p l e who a r e j u s t s o r t o f on t h e e d g e , 

I ' l l pay j u s t a b o u t t h i s much, t h e y f a l l o u t . And 

so e v e r y t i m e you c o n t i n u e t h a t i t e r a t i o n , a t t h e 

end o f t h e d a y , you end up w i t h o n l y s i c k p e o p l e i n 

t h e p o o l , t h e d e a t h s p i r a l , w h i c h i s what we w o r r y 

a b o u t , w i t h h a v i n g an i n d i v i d u a l mandate t h a t 

d o e s n ' t seem a d e q u a t e t o a c t u a l l y i n c e n t i v i z e 

p e o p l e t o p u r c h a s e c o v e r a g e . 

REPRESENTATI VE SCHRODER: And what 

h a p p e n s i f t h e p e r s o n j u s t o p t s t o t a k e t h e f i n e 

and n o t buy c o v e r a g e ? What h a p p e n s t o them i f t h e y 



h a v e t h e -- n o t t h e o n s e t o f i l l n e s s b u t , s a y , a 

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

l i k e t h a t , a r e t h e y e l i g i b l e t o s i g n up f o r t h e 

i n s u r a n c e r i g h t a t t h a t moment u n d e r t h i s p l a n ? Or 

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

e p i sode a t t h a t p o i n t ? 

MR. GELFAND: We're s t i l l w a i t i n g f o r 

more i n f o r m a t i o n t o come o u t f r o m t h e f e d e r a l 

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

t h a t t h e y c a n s i g n up i n t h e a m b u l a n c e . 

REPRES ENTATI VE SCHRODER: I t h i n k 

t h a t ' s t h e o n l y a r e a o f q u e s t i o n i ng I h a v e . Thank 

you . 

CHAIRMAN DELUCA: R e p r e s e n t a t i ve 

Pas h i n s k i . 

REPRES ENTATI VE PAS HINSKI : Thank y o u , 

M r . C h a i r m a n . 

And t h a n k you v e r y much f o r y o u r 

t e s t i m o n y . 

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

I ' d l i ke t o know how many t i m e s h a v e you made t h e s e 

p r e s e n t a t i o n s , b e c a u s e you p u t o u t a l o t o f s t u f f 

i n a v e r y s h o r t p e r i o d o f t i m e . I d o n ' t know t h a t 

I ' v e e v e r h e a r d a n y b o d y do i t so w e l l . I t was 

g r e a t . How many t i m e s h a v e you done t h i s ? 



MR. GELFAND: We've been d o i n g t h e r o a d 

show, t r y i n g t o go a c r o s s t h e c o u n t r y and e d u c a t e 

e m p l o y e r s on what t h e y need t o be t h i n k i n g a b o u t 

r i g h t now, s p e c i f i c a l l y on t h e s t u f f we t a l k e d 

a b o u t , l i k e i n s u r a n c e , t a x c r e d i t s r i g h t now, g o i n g 

t o h a p p e n , c o m p l i a n c e t h a t y o u ' r e g o i n g t o h a v e t o 

meet s t a r t i n g S e p t e m b e r 2 3 r d . So we've been 

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

REPRESENTATIVE P A S H I N S K I : Okay. W e l l , 

f i r s t o f a l l , l e t me t h a n k y o u , b e c a u s e you had a 

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

T h e r e i s no way t h a t we c a n a d d r e s s a l l 

o f t h e c o n c e r n s t h a t y o u ' v e p u t f o r t h i n y o u r 

r e p o r t . And I l o o k f o r w a r d t o h a v i n g you a t t h e 

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

t h a t open d i s c u s s i o n . 

Can I j u s t a s k you t h i s q u e s t i o n : You 

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

e l e c t r i c i t y , t h a t we r e g u l a t e t h r o u g h t h e PUC. I s 

t h a t an a c c e p t a b l e b u s i n e s s p r o c e s s , i n y o u r 

o p i n i o n ? 

MR. GELFAND: R e g u l a t i n g e l e c t r i c i t y ? 

REPRESENTATI VE PASHINSKI : Y e a h . 

MR. GELFAND: Y e s . 

REPRESENTATI VE PASHINSKI : You d o . 



O k a y . 

How do you t h i n k h e a l t h c a r e f i t s i n 

t h a t s ame m o d e l ? Do you t h i n k h e a l t h c a r e i s a 

n e c e s s i t y , l i k e w a t e r and e l e c t r i c i t y ? 

MR. GELFAND: Can you d e f i n e 

" n e c e s s i t y " ? 

REPRESENTATIVE P A S H I N S K I : W e l l , i f 

y o u ' r e h e a l t h y , you p r o b a b l y d o n ' t n e e d i t . B u t i f 

you do h a v e an a i l ment, i t w o u l d be c r i t i c a l and 

l i f e t h r e a t e n i n g i f you d o n ' t g e t p r o p e r medi c a l 

c a r e . 

MR. GELFAND: W e l l , we've c o m m i t t e d t o 

a f u l l y i n s u r e d m a r k e t , so we c e r t a i n l y t h i n k t h a t 

we n e e d t o make c h a n g e s l e g i s l a t i v e l y t h a t w i l l 

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

REPRES ENTATI VE PAS HINSKI : O k a y . I 

w i l l t e l l you where I 'm g o i ng w i t h t h i s . You h e a r d 

what I s a i d e a r l i e r , i f we t r e a t h e a l t h c a r e as a 

t o t a l f r e e m a r k e t t y p e o f b u s i nes s, t h e n we're 

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

t h a t , b e c a u s e t h o s e o t h e r c o m p o n e n t s , w h e t h e r i t ' s 

t h e pharma, w h e t h e r i t ' s e q u i p m e n t , w h e t h e r i t ' s 

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

i s n ' t r e g u l a t e d t o some d e g r e e , and I know t h a t 

t h a t m i g h t be o b j e c t i o n a b l e , you know, f r o m a 



bus i n e s s s t a n d p o i n t o f f r e e m a r k e t , b u t we've g o t 

t o come f u l l c i r c l e and a c c e p t t h e f a c t t h a t we 

ha v e t o c u r t a i l t h e c o s t s o f t h e m a t e r i a l . 

B e c a u s e I know t h a t y o u w o u l d -- you 

w o u l d be -- I t h i n k y o u w o u l d a g r e e t h a t t h e r e ' s a 

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

p r o d u c t , b a s e d upon demand, c o s t o f m a n u f a c t u r i n g , 

e t c e t e r a , e t c e t e r a . And t h e u n f o r t u n a t e p a r t o f 

a l l o f t h i s i s t h a t i f we m a i n t a i n t h e same 

t h i n k i n g w i t h e v e r y t h i n g e l s e , t h e n we a r e n o t 

g o i n g t o be a b l e t o make t h i s t h i n g w o r k . 

And t h e chamber p l a y s a m a j o r r o l e 

h e r e . I s h a r e w i t h y o u one o f t h e p o i n t s t h a t y o u 

made o u t , w h e r e b y you f e l t as t h o u g h b u s i n e s s e s o f 

t h e same k i n d s h o u l d be a l l o w e d t o p o o l . T h a t 

p r e s e n t a t i o n was made t o t h e chamber a b o u t two 

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

t h e chamber i n P e n n s y l v a n i a r e f u t i a t e d t h a t . 

I t h i n k we've come a l o n g way i n two 

y e a r s , and I t h i n k now e v e r y o n e r e a l i z e s t h a t we 

ha v e t o do a l i t t l e b i t o f c r e a t i v e t h i n k i n g h e r e , 

and p o o l i n g b u s i n e s s e s i s a s m a r t t h i n g t o do i n 

o r d e r t o p r o v i d e t h a t . 

So I w o u l d hope t h a t we c o u l d c o n t i n u e 

o u r c o n v e r s a t i o n , and I hope y o u ' l l be a t t h e t a b l e 



when we b r i n g e v e r y b o d y b a c k h e r e , b e c a u s e you 

p r o v i d e a t r e m e n d o u s v a l ue i n o r d e r t o b r i ng 

bus i n e s s t o g e t h e r a t t h e t a b l e w i t h a new c o n c e p t 

o f how we c h a r g e . 

MR. GELFAND: Thank y o u . 

And j u s t r e a l l y q u i c k , I want t o make 

s u r e t h a t we're c l e a r , w h i l e we s u p p o r t f r e e 

e n t e r p r i s e , t h a t d o e s n ' t mean a n a r c h y o r j u s t 

a l l o w i ng e v e r y t h i n g t o r u n w i l d . I n f a c t , t h e 

i n s u r a n c e c o m p a n i e s were v e r y f o r w a r d i n t h e 

b e g i n n i n g o f t h i s d e b a t e , s a y i ng t h e y were e a g e r t o 

be r e g u l a t e d b u t i t n e e d s t o be done i n a way t h a t 

w o r k e d . And so we want t o make s u r e i t w o r k s . 

REPRES ENTATI VE PAS HINSKI : Y e a h . And, 

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

T h e r e ' s s ome f i ve o r s i x m a j o r k e y p l a y e r s , k e y 

s t a k e h o l d e r s t o make t h i s t h i n g w o r k . They p l a y a 

maj o r r o l e, b u t so d oes t h e pharma and t h e d o c t o r s 

and e q u i p m e n t , e t c e t e r a . 

Thank y o u . 

CHAIRMAN DELUCA: J i m , I want t o t h a n k 

you f o r c o m i ng f r o m W a s h i n g t o n -- oh, I 'm s o r r y . 

R e p r e s e n t a t i ve B r y a n B a r b i n . I'm s o r r y . 

REPRES ENTATI VE BARBIN: I j u s t h a v e a 

q u i ck q u e s t i o n . I s t h e r e any bus i n e s s a s s o c i a t i on, 



w h e t h e r i t i s t h e chamber o r anyone e l s e , who's 

come up w i t h a p r o p o s a l t o m i n i m i z e R e p r e s e n t a t i v e 

S c h r o d e r ' s q u e s t i o n a b o u t g a m i n g t h e s y s t e m , 

w a i t i n g u n t i l y o u g e t t o t h e e m e r g e n c y room and 

t h e n a p p l y i n g f o r h e a l t h c a r e c o v e r a g e ? Does t h e 

chamber h a v e a s u g g e s t i o n t h a t w o u l d make t h e b i l l 

w ork b e t t e r t h a n i t a p p e a r s i t w i l l work w i t h o u t a 

r e v i s i o n ? 

MR. GELFAND: I c a n t h i n k -- w e l l , 

w i t h o u t a r e v i s i o n ? I f we c a n ' t change a n y t h i n g , 

and we 

REPRESENTATI VE BARBIN: No. On t h i s 

p a r t i c u l a r p r o v i s i o n , i n s h o w i n g up a t t h e 

emergency room d o o r and t h e n s a y i n g , " I 'm r e a d y t o 

pay f o r my p r e m i u m , " do you have a s u g g e s t i o n ? 

MR. GELFAND: S u r e . T h e r e a r e a c o u p l e 

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

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

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

s o r t o f t h e n o - b r a i n e r . F i r s t t h i n g y o u do i s you 

s a y , W e l l , i f -- you make i t n o t a n e t g a i n e r t o 

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

Number two i s you c a n c r e a t e p e n a l t i e s 

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

when you do g e t t h e h e a l t h i n s u r a n c e . S o , i n o t h e r 



w o r d s , c r e a t i n g t h a t i n c e n t i v e by s a y i n g , Y o u ' r e 

i n s u r a n c e r a t e s w i l l no l o n g e r be t h e s ame as 

e v e r y b o d y e l se i f you w a i t u n t i l y o u ' r e s i ck t o g e t 

them, o r we're g o i ng t o e r a d i c a t e p r e e x i s t i n g 

c o n d i t i o n e x c l u s i o n s , b u t we c a n s a y , Y o u ' r e g o i ng 

t o pay a l i t t l e b i t more f o r h a v i ng t h a t . B u t n o t 

as a way o f d e n y i n g p e o p l e h e a l t h c a r e . B u t t h e r e 

has t o be some k i n d o f i n c e n t i ve h e r e . 

REPRES ENTATI VE BARBIN: So a r e you 

s u g g e s t i n g a s u r c h a r g e on t h e p e r s o n t h a t shows up 

a t t h e e m e r g e n c y room w i t h o u t h a v i n g p a i d t h e same 

r a t e e v e r y b o d y e l s e i s p a y i ng? 

MR. GELFAND: W i t h o u t a d o u b t . 

REPRES ENTATI VE BARBIN: Thank y o u . 

CHAIRMAN DELUCA: R e p r e s e n t a t i ve R o a e . 

REPRES ENTATI VE ROAE: Thank y o u , 

M r . C h a i r m a n . 

Thank you f o r y o u r t e s t i mony. I do 

a p p r e c i a t e t h a t . 

I was j u s t r e a d i n g t o d a y t h a t t h e 

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

now h i t t h i r t e e n t r i l l i o n d o l l a r s . Y o u r 

i n f o r m a t i on shows M e d i c a r e has an e i g h t y - n i n e -

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

t r i l l i on, n o t b i l l i o n . 



I f you t a k e t h a t and you d i v i d e i t by 

t h e t h r e e h u n d r e d t h i r t y m i l l i o n p e o p l e i n t h e 

c o u n t r y , e a c h o f us owes a b o u t t h r e e h u n d r e d n i n e 

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

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

W i t h t h a t b e i n g s a i d , c o u l d y o u see a 

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

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

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

amount o r t h e p e r c e n t a g e , o r c o u l d y o u see a 

s i t u a t i o n where t h e s u b s i d i e s t o t h e l o w - and 

m o d e r a t e - i n c o m e f a m i l i e s m i g h t be r a i s e d by 

W a s h i n g t o n ? And c a n you see a s i t u a t i o n where t h e 

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

t r i l l i o n - d o l l a r , y o u know, d e b t , n o t e v e n c o u n t i n g 

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

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

n o t r e a l l y come up w i t h t h e i r money, and t h e s t a t e 

w o u l d h a v e t o pay a l l t h e c o s t f o r t h i s , y o u know, 

new h e a l t h c a r e l a w ? 

MR. GELFAND: I f we c o n f i s c a t e d a l l t h e 

p r i v a t e w e a l t h i n t h e w o r l d , we're n o t g o i n g t o be 

a b l e t o pay o f f o u r d e b t , so l e t ' s do -- l e t ' s be 

v e r y s t r a i g h t a b o u t i t . I n o r d e r f o r us n o t t o 

become a G r e e c e , we're g o i n g t o have t o make some 



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

be e x t r e m e l y u n p o p u l a r . 

T h e y ' r e g o i n g t o i n c l ude t h i n g s l i k e 

r a i s i n g t h e age f o r M e d i c a r e . T h e y ' r e g o i ng t o 

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

h a v e t o p a y . T h e y ' r e g o i n g t o i n c l u d e pus h i n g b a c k 

t h e r e t i r e m e n t a g e . A l l t h i n g s t h a t I'm n o t 

l o o k i n g f o r w a r d t o , and c e r t a i n l y I know 

l e g i s l a t o r s on C a p i t o l H i l l a r e n ' t , b u t we're -- we 

c a n n o t pay e i g h t y - n i n e t r i l l i o n d o l l a r s . 

And so t h e r e a s on I p u t t h a t i n t h e 

r e p o r t i s b e c a u s e you l o o k a t t h i s new e n t i t l ement 

p r o g r a m f o r t h o s e up t o 400 p e r c e n t o f F P L , and 

i t ' s g o i n g t o c r e a t e a s i m i l a r f u t u r e s c e n a r i o. 

So what we're t a l k i n g a b o u t r i g h t now 

i s , we've g o t t o t r y and f i nd ways t o s tem t h a t 

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

T h a t does n ' t mean t a k e away p e o p l e's s u b s i d i e s , 

make them ha v e t o buy s o m e t h i n g t h e y c a n ' t a f f o r d . 

I t means a s e r i ous , s e r i ous l o o k b a c k a t how much 

s h o u l d s u b s i d i e s be and s e r i o u s l ook a t a r e we 

d o i ng what we c a n on t h e d e l i v e r y s y s t e m l e v e l t o 

l o w e r h e a l t h c a r e c o s t s so t h a t we d o n ' t h a v e t o 

s p e n d as much on i t . 

REPRES ENTATI VE ROAE: I'm v e r y 



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

c o u n t r y , and I'm s u r e t h e chamber s h a r e s t h e same 

c o n c e r n s . And I 'm j u s t c o n c e r n e d t h a t c o m p a n i e s , 

a t an e v e n f a s t e r p a c e t h a n t h e y ' r e a l r e a d y d o i n g 

i t , t h e y ' r e g o i n g t o f l e e o u t o f t h e c o u n t r y and 

go -- you know, do b u s i n e s s i n M e x i c o o r C h i n a o r 

s o m e p l a c e where t h e y d o n ' t h a v e t h i s b i g d e b t t h e y 

h a v e t o p a y . 

B u t t h a n k y o u . 

MR. GELFAND: Thank y o u . 

CHAIRMAN DELUCA: J i m , I want t o t h a n k 

you f o r c o m i n g f r o m W a s h i n g t o n . 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 . And you b r o u g h t up some good 

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

we a d d r e s s e d i n t h i s c o m m i t t e e . You m e n t i o n e d 

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

t h i s c o m m i t t e e . And you m e n t i o n e d r a t i n g r e f o r m . 

T h i s c o m m i t t e e ' s been v e r y -- w o r k i n g v e r y h a r d on 

some o f t h e i s s ues y o u a l l u d e d t o . 

And a l s o , a b o u t c o s t c o n t a i n m e n t , we've 

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

b i l l t h a t o t h e r s t a t e s a r e i m p l e m e n t i n g . S o , I 

mean, so t h i s c o m m i t t e e , b i p a r t i s a n c o m m i t t e e , h as 

w o r k e d v e r y h a r d t o t r y t o g e t some o f t h e s e i s s u e s 

t h a t we need t o a d d r e s s i n h e a l t h c a r e , and I j u s t 



want t o b r i n g t h a t t o y o u r a t t e n t i o n . 

And we a l l know t h a t we n e e d t o do 

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

t h e s m a l l b u s i n e s s es o u t t h e r e c a n ' t s u s t a i n i t . 

And so we n e e d t o g e t t h a t u n d e r c o n t r o l . 

And when you m e n t i on f r a u d , I t h i nk we 

ne e d t o a l s o m e n t i on t h e f a c t t h a t we n e e d t o do a 

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

f r a u d . When I see s i x b i l l i o n d o l l a r s i n t h e 

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

h a v e -- t h e y h a v e s t o r e f r o n t s t h a t a r e b e i n g p a i d . 

I t h i n k we n e e d t o do a b e t t e r j o b . I t h i nk t h a t 

h e l ps b r i ng down t h e d e f i c i t when we do t h a t k i n d 

o f s t u f f . 

I t h i n k i n a l l t h e b u d g e t s , when we 

l o o k a t t h e m i l i t a r y b u d g e t , we s ee some o f t h e 

s w e e t h e a r t c o n t r a c t s t h e y ' r e g i v i ng o u t t h e r e . 

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

t h e r e ' s a l o t o f f r a u d g o i n g i n t o i t . And t h a t 

w o u l d h e l p b r i n g down t h e d e f i c i t f o r o u r c h i l d r e n 

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

So t h e r e ' s a l o t o f t h i n g s t h a t we 

c o u l d do t h a t we h a v e n ' t been d o i ng, and we n e e d t o 

do a b e t t e r j o b , and h o p e f u l l y t h e chamber o f 

commerce g e t s on t o them, s ome o f t h i s s t u f f , and 



p u t s p r e s s u r e , t h r o u g h t h e news m e d i a , on some o f 

t h e t h i n g s t h a t a r e h a p p e n i n g . 

When I r e a d , b a c k i n my d i s t r i c t , one 

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

g i v i n g o u t c o n t r a c t s i n t h e amount o f some -- a 

m i l l i o n d o l l a r s t o a f r i e n d o r some o t h e r t h i n g s , 

t h e y ' r e g o i n g t o t h e i r s o n s o r d a u g h t e r s and t h a t 

t h e r e , why i f we d i d t h a t , as e l e c t e d o f f i c i a l s , 

we'd be t h r o w n i n j a i l , b u t u n f o r t u n a t e l y t h a t ' s 

h a p p e n i n g i n p r i v a t e i n d u s t r y . We need t o g e t a 

b e t t e r h a n d l e on t h a t . 

S o , a g a i n , I want t o t h a n k y o u . I 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 . Thank you v e r y much. 

N e x t i n d i v i d u a l t o t e s t i f y , S h e l l y 

B l o o m , p r e s i d e n t o f P e n n s y l v a n i a A s s o c i a t i o n o f 

H e a l t h U n d e r w r i t e r s . 

I want t o t h a n k y o u f o r w a i t i n g , 

S h e l l y . And u n f o r t u n a t e l y , we've b e e n k e e p i n g y o u 

w a i t i n g h e r e a l i t t l e l o n g e r t h a n y o u were on t h e 

s c h e d u l e f o r , b u t I t h a n k y o u f o r t a k i n g t h e t i m e 

t o come h e r e and c e r t a i n l y y o u r p a t i e n c e t o 

t e s t i f y . Thank y o u . 

MS. BLOOM: Thank y o u , M r . C h a i r m a n , 

f o r h a v i n g me h e r e . And b e t t e r l a s t t h a n n o t 

l e a s t , r i g h t ? 



CHAIRMAN DELUCA: We s a v e d t h e b e s t f o r 

l a s t , l e t ' s p u t i t t h a t way. 

MS. BLOOM: E x a c t l y . 

A l s o, I'm a f e l low w e s t e r n e r . We were 

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

s t a t e . I was b o r n and r a i s ed i n C r a w f o r d C o u n t y , 

i n T i t u s v i l l e, and e d u c a t e d a t IUP, so -¬

CHAIRMAN DELUCA: V e r y g o o d . 

REPRES ENTATI VE DAY: O i l . 

MS. BLOOM: B i g o i l , d e f i n i t e l y . 

M r . C h a i r m a n and members o f t h e 

c o m m i t t e e , f o r t h e r e c o r d , I 'm S h e l l y B l o o m . I 'm 

p r e s i d e n t o f t h e P e n n s y l v a n i a A s s o c i a t i on o f H e a l t h 

U n d e r w r i t e r s . We a r e an as s o c i a t i o n r e p r e s e n t i n g 

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

i n s u r a n c e and empl oyee b e n e f i t p r o g r a m s . 

P e r s o n a l l y, I s e r v e as t h e manager o f 

b r o k e r r e l a t i o n s f o r Emerson R e i d . T h i s means t h a t 

I work w i t h i n s u r a n c e p r o d u c e r s e v e r y day who t e l l 

me t h a t t h e i r c l i e n t s a r e a p p r e h e n s i ve a b o u t how 

t h e i m p l e m e n t a t i o n o f t h e l andmark f e d e r a l l a w w i l l 

t a k e p l a c e . 

I hope t h a t t h i s h e a r i n g and o t h e r s 

w i l l p r o v i d e an u n d e r s t a n d i ng f o r them and f o r 

l e g i s l a t o r s and s t a f f as t h e g e n e r a l as s e m b l y w o r k s 



t o i m p l e m e n t t h e l aw. 

As some o f you w i l l r e c a l l , t h e 

P e n n s y l v a n i a As s o c i a t i o n o f H e a l t h U n d e r w r i t e r s was 

i n v i t e d by R e p r e s e n t a t i v e G o r d o n D e n l i n g e r t o 

c o n d u c t two b r i e f s f o r hous e members and s t a f f b a c k 

i n A p r i l . I was t o l d by PAHU's l o b b y i s t t h a t 

a n o t h e r i n v i t a t i o n f r o m a D e m o c r a t i c l e g i s l a t o r may 

be f o r t h c o m i n g t h i s f a l l , b e c a u s e what t h e two 

b r i e f i ngs showed i s t h a t l e g i s l a t o r s and t h e i r 

s t a f f r e a l l y want t o and n e e d t o be c o n v e r s a n t w i t h 

t h e new l aw and how i t a f f e c t s Penns y l v a n i ans and 

how -- and t o have t h e g e n e r a l as s e m b l y l e a r n how 

t o i m p l e m e n t i t . 

M r . C h a i r m a n , I a p p l a u d y o u r d e c i s i o n 

t o t h i s h e a r i n g . I hope t h a t my t e s t i m o n y w i l l 

p r o v i d e i n f o r m a t i o n on how i m p l e m e n t a t i on and on 

how PAHU s e e s t h e i n s u r a n c e a g e n t s as p l a y i n g a 

c o n s t r u c t i v e r o l e . 

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

P e n n s y l v a n i a i s s u p p o s e d t o have an I n t e r n e t 

i n s u r a n c e p o r t a l where c o n s umers c a n b e t t e r 

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

p r i v a t e , t h a t a r e open t o t h e m . We a s s ume t h a t 

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

d e p a r t m e n t . 



PAHU was happy t o s u p p l y t h e d e p a r t m e n t 

w i t h a ready-made m a t r i x o f P e n n s y l v a n i a i n s u r a n c e 

o p t i o n s , and i t was d e s i g n e d by a C a l i f o r n i a t h i n k 

t a n k f o r t h e N a t i o n a l A s s o c i a t i o n o f H e a l t h 

U n d e r w r i t e r s . We've n o t h e a r d b a c k f r o m t h e 

commis s i o n e r ' s o f f i c e w h e t h e r o r n o t t h i s m a t r i x 

was u s e f u l t o t h e m , b u t we do hope s o . 

The i n s u r a n c e d e p a r t m e n t i s s t r e t c h e d 

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

w i t h a ready-made t e m p l a t e m i g h t r e d u c e o r e v e n 

e l i m i n a t e t h e i r c o s t i n b e i n g a b l e t o p u t one 

t o g e t h e r . 

G o v e r n o r R e n d e l l i s s u e d E x e c u t i v e O r d e r 

2010-2, w h i c h e s t a b l i s h e d h i s v i e w o f how 

i m p l e m e n t a t i o n o f t h e P a t i e n t P r o t e c t i o n and 

A f f o r d a b l e C a r e A c t w i l l be a c h i e v e d i n 

P e n n s y l v a n i a . I t has two p a r t s . F i r s t , t h e a c t u a l 

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

The s e c o n d i s a s t a k e h o l d e r s ' g r o u p , d e s i g n e d t o 

p r o v i d e a d v i c e on v a r i o u s a s p e c t s o f t h e 

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

e t c e t e r a . 

I n l o o k i n g down t h e l i s t o f i n c l u d e d 

s t a k e h o l d e r s , PAHU s e e s t h a t t h e g o v e r n o r ' s o f f i c e 

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



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

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

t r a n s a c t i o n . I n f a c t , we a r e p i v o t a l i n t h a t 

i n s u r a n c e a g e n t s may be t h e o n l y one t o t a l k w i t h 

a l l p a r t i e s . 

P l e a s e c o n s i d e r t h a t a g e n t s a r e t h e 

common l i n k b e t w e e n c l i e n t s , i n s u r e r s , h e a l t h c a r e 

p r o v i d e r s , and t h e g o v e r n m e n t . The g o v e r n m e n t i s 

i m p o r t a n t h e r e b e c a u s e a g e n t s e x p l a i n new r u l e s , 

s u c h as t h e r e c e n t l y p a s s e d a u t i s m mandate, t h e 

m i n i COBRA f o r P e n n s y l v a n i a , t h e d e p e n d e n t age 

c h a n g e , s m a l l b u s i n e s s h e a l t h i n s u r a n c e p r e m i u m t a x 

c r e d i t s , e t c e t e r a . I n a d d i t i o n , c l i e n t s a r e -¬

a g e n t s a r e t h e b o o t s on t h e g r o u n d as t h e y h e l p t h e 

c l i e n t s f i n d good c o v e r a g e t h a t i s a l s o 

a f f o r d a b l e . 

We t h i n k i n s u r a n c e a g e n t s have s t a n d i n g 

and s h o u l d be named t o t h e g o v e r n o r ' s s t a k e h o l d e r s ' 

g r o u p . D o i n g so w o u l d add e x p e r t i s e and 

c r e d i b i l i t y t o t h e p r o c e s s . 

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

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

i m p l e m e n t a t i o n . House B i l l 2462 was i n t r o d u c e d t o 

h e l p e s t a b l i s h , t h r o u g h s t a t u t e , an i m p l e m e n t a t i o n 

game p l a n . PAHU a l r e a d y has t a l k e d w i t h t h e b i l l ' s 



p r i me s p o n s o r , R e p r e s e n t a t i ve J o s h S h a p i r o , a b o u t 

o u r i n c l u s i o n . 

G i v e n t h e two a p p r o a c h e s , t h e 

g o v e r n o r ' s e x e c u t i v e o r d e r and House B i l l 2642 

( s i c ) , PAHU p r e f e r s p a s s age o f l e g i s l a t i o n , s i n c e a 

new g o v e r n o r may d e c i de t h a t t h e g r o u n d w o r k s e t by 

E x e c u t i v e O r d e r 2010-2 i s n o t t h e d i r e c t i o n he 

w a n t s t o go, and as s u c h , c o u l d v o i d t h e w o r k done 

i n t h e l a s t s i x months o f t h e R e n d e l l 

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

c l o c k b a c k . P a s s i ng l e g i s l a t i on ens u r e s an 

i n s t i t u t i o n a l i n f r a s t r u c t u r e t h a t we t h i n k i s 

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

c o n s i s t e n t i mpl e m e n t a t i o n p r o c e s s . 

The r a t e r e v i e w by HHS -- you h a v e a 

c o p y o f my t e s t i m o n y , so I'm g o i n g t o j u s t s k i p 

o v e r t h a t i n t h e i n t e r e s t o f t i m e . 

The r i sk p o o l , I t h i n k , i s v e r y 

i m p o r t a n t , and we t a l k e d a b o u t t h a t a l o t . B u t 

t h i s i s, p e r h a p s , t h e most immedi a t e l e g i s l a t i v e 

p r i o r i t y . The f e d e r a l l aw r e q u i r e s t h a t t h e r e be a 

r i s k p o o l f o r u n i n s u r e d a d u l t s who c a n n o t g e t 

i n s u r a n c e b e c a u s e o f a p r e e x i s t i n g c o n d i t i o n . The 

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

months . 



As y o u know, t h e P e n n s y l v a n i a S e n a t e 

p a s s e d S e n a t e B i l l 507 and s e n t i t t o t h e h o u s e . 

I n t h e h o u s e , R e p r e s e n t a t i v e N i c k K o t i k i n t r o d u c e d 

House B i l l 2 514 t o do t h e same. The b i l l s r e a c h 

t h e same g o a l b u t a r e d i f f e r e n t i n how t h e y g e t 

t h e r e . 

Of k e y i n t e r e s t t o t h e P e n n s y l v a n i a 

A s s o c i a t i o n o f H e a l t h U n d e r w r i t e r s i s how t h e r i s k 

p o o l i s m a r k e t e d . We l o o k a t t h e r i s k p o o l as an 

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

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

and t h e JUA i s i n t h e m e d i c a l m a l p r a c t i c e m a r k e t o f 

l a s t r e s o r t . 

As s u c h , t h e r i s k p o o l must be m a r k e t e d 

by l i c e n s e d i n s u r a n c e p r o d u c e r s . A g e n t s know 

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

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

m a r k e t t h e r i s k p o o l , t h e y may be w e l l - i n t e n t i o n e d 

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

and n e g o t i a t e c o n t r a c t s o f i n s u r a n c e , end q u o t e , 

p e r t h e l a n g u a g e o f t h e A c t 14 7 o f 2 002 , t h e 

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

PAHU o p p o s e d S e n a t e B i l l 50 7 b e c a u s e i t 

e x p r e s s l y p e r m i t s n o n - i n s u r a n c e a g e n t s t o s i g n 

p e o p l e up i n t h e r i s k p o o l . PAHU d i s a g r e e s w i t h 



t h e s e c t i o n w i t h i n S e n a t e B i l l 507, PN 1865, page 

15, l i ne 12, t h a t s t a t e s , q u o t e , t h e s e l l i ng o r 

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

a d m i n i s t e r i n g i n s u r e r o r i t s a g e n t s , end q u o t e 

PAHU s u p p o r t s R e p r e s e n t a t i v e K o t i k's 

b i l l , a l t h o u g h we t h i nk i t s h o u l d be c l a r i f i e d w i t h 

t h e f o l l o w i n g l a n g u a g e : S e l l i ng, s o l i c i t i ng, o r 

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

P e n n s y l v a n i a h i g h - r i s k p o o l i n s u r a n c e p o o l must be 

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

l i c e n s i n g r e q u i r e m e n t s s p e c i f i ed i n S e c t i o n 6 01 and 

603-A o f A c t 147 o f 2002. 

The i n s u r a n c e ombudsman, t h e f e d e r a l 

law d o es r e q u i r e t h a t a l l s t a t e s h a v e an i n s u r a n c e 

ombuds man t o as s i s t c o n s umers i n n a v i g a t i n g t h e 

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

r e s o l u t i o n s , e t c e t e r a . As I u n d e r s t a n d t h e l a w , 

i t c a n e i t h e r be a f u n c t i o n o f t h e i n s u r a n c e 

d e p a r t m e n t o r f r e e s t a n d i n g . 

PAHU b e l i e v e s 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 a l r e a d y p r o t e c t s t h e p u b l i c as i t s 

mis s i o n . I t a l r e a d y has a consumer s e r v i c e s and 

e n f o r c e m e n t s e c t i o n d e s i gned t o a d d r e s s consumer 

q u e s t i ons and c o m p l a i n t s . T h u s , we d o n ' t see t h e 

ne e d t o b u i l d s o m e t h i ng new. 



PAHU w o u l d l i k e t o see t h e c u r r e n t 

i n s u r a n c e d e p a r t m e n t O f f i c e o f Consumer L i a i s o n 

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

f e d e r a l l a w . C r e a t i n g a new O f f i c e o f Consumer 

A d v o c a t e seems d u p l i c a t i v e t o what t h e i n s u r a n c e 

d e p a r t m e n t d o e s now. A new o f f i c e w i l l add t o 

consumer c o n f u s i o n as t o where t h e y s h o u l d go w i t h 

t h e c o n c e r n . The p u b l i c knows t h a t t h e i n s u r a n c e 

commis s i o n e r i s t h e i r a d v o c a t e and t h e w a t e r s h o u l d 

n o t be m u d d l e d w i t h a new o f f i c e . 

I n s u r a n c e a g e n t s c o u l d h e l p t h e 

i n s u r a n c e ombudsman, s i n c e o u r j o b i s t o h e l p 

c o n s u m e r s and c u s t o m e r s u n d e r s t a n d t h e s y s t e m and 

t o work w i t h them i n r e s o l v i n g l e g i t i m a t e h e a l t h 

c l a i m s . I t ' s what we do now, and we welcome t h e 

o p p o r t u n i t y t o add o u r s e l v e s as a r e s o u r c e . 

A g e n t s have t h e p u l s e o f t h e i n s u r a n c e -

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

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

p r a c t i c e s . 

R e g a r d i n g t h e e x c h a n g e s , as t h e g e n e r a l 

a s s e m b l y moves on t o l a t e r i m p l e m e n t a t i o n , c e n t r a l 

i s l e g i s l a t i o n c r e a t i n g a s t a t e e x c h a n g e . A g a i n , 

PAHU h o l d s t h a t e x c h a n g e s a r e i n s u r a n c e and must be 

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



w e l l - i n t e n t i oned b u t n o n c r e d e n t i a l e d p e r s o n s o r 

g r o u p s . 

The f e d e r a l law c a l l s f o r n a v i g a t o r s t o 

h e l p c o n s umers, and PAHU c e r t a i n l y d oes n o t o b j e c t 

t o o r g a n i z a t i o n s s u c h as f a r m g r o u p s o r c i v i c -

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

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

A c t 14 7. 

O u t r e a c h by n a v i g a t o r s i s i m p o r t a n t i n 

g e t t i n g t h e w o rd o u t , b u t t h e a c t u a l t r a n s a c t i o n 

mus t be c o m p l i a n t w i t h A c t 147 . A c t 14 7 d oes 

j u s t -- d oes n o t j u s t a l low a g e n t s t o m a r k e t 

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

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

o b t a i n i n g a n i n s u r a n c e p r o p e r t y . 

A c t 4 i s t h e l e g i s l a t i o n p a s s e d i n 

P e n n s y l v a n i a b r i n g i n g d e p e n d e n t age t o t h i r t y as an 

a t t e m p t t o i n s u r e more a d u l t s . The e f f o r t h as now 

b een t r u m p e d by HR 3590 and t h e R e c o n c i l i a t i o n A c t 

b e c a u s e o f d e p e n d e n t s b e i n g i n c l u d e d u n t i l age 

t w e n t y - s i x . T h e r e a r e i n c o n s i s t e n c i e s . 

A c t 4 s a y s t h a t you c a n ' t be m a r r i e d . 

The f e d e r a l law s a y s t h a t m a r i t a l s t a t u s d oes n o t 

m a t t e r . I t w o u l d a p p e a r t h a t PA law must be 

b r o u g h t i n t o l i ne w i t h f e d e r a l l a w r e g a r d i ng 



e l i g i b i l i t y f o r t h e e x p a n d e d d e p e n d e n t s t a t u s . Not 

d o i n g so w i l l o n l y add t o t h e c o n f u s i o n b e i n g f e l t 

now by t h o s e who do n o t know w h i c h s e t o f r u l e s 

a p p l y . P a r t o f t h e f i x m i g h t be t o e x a m i n e f e d e r a l 

t a x t r e a t m e n t o f t h e new d e p e n d e n t and make s u r e 

t h a t PA's t a x code i s c o n s i s t e n t w i t h r e g a r d s t o 

t a x t r e a t m e n t . 

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

l a w . H o p e f u l l y y o u w i l l be h e l p e d by t h e i n s i g h t s 

p r e s e n t e d t o d a y . 

T hank y o u , a g a i n , f o r c o n v e n i n g t o d a y ' s 

h e a r i n g , and we l o o k f o r w a r d t o be b e i n g a r e s o u r c e 

f o r y o u and t h e c o m m u n i t y . 

CHAIRMAN DELUCA: Thank y o u , S h e l l y . 

C e r t a i n l y a p p r e c i a t e you t a k i n g y o u r t i m e t o come 

h e r e and o f f e r y o u r e x c e l l e n t t e s t i m o n y . We l o o k 

f o r w a r d t o w o r k i n g f o r y o u . 

Y o u r t e s t i m o n y was v e r y i n f o r m a t i v e , 

and c e r t a i n l y y o u b r o u g h t up a l o t o f good p o i n t 

h e r e t h a t we need t o t a k e i n t o c o n s i d e r a t i o n when 

we a d o p t some o f t h e s e r e g u l a t i o n s f o r t h i s 

l e g i s l a t i o n . 

So e v e r y o n e has p l a y e d a v e r y i m p o r t a n t 

p a r t , and I t h o u g h t t h e t e s t i m o n y was v e r y 



e x c e l l e n t t o d a y . And I want t o t h a n k e v e r y o n e who 

a p p e a r e d . 

I a l s o w o u l d l i k e t o -- b e f o r e I 

c o n c l u d e , I want a make one p o i n t f o r t h e r e c o r d 

v e r y c l e a r . I ha v e l e a r n e d , s e c o n d h a n d , t h a t some 

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

m e e t i n g was c a n c e l l e d and t h a t t h e c a n c e l l a t i on was 

p r o m p t e d by t h e momentum b u i l d i n g on t h e s t a t e ' s 

r i g h t s f r o n t l e g i s l a t i o n . S i n c e we a r e h e r e 

t o d a y ' s w i t h a f u l l a g e n d a , as we c a n s e e , i t ' s 

a l m o s t g o i n g on 2 o ' c l o c k , and some o f o u r 

t e s t i f i e r s c e r t a i n l y i n d u l g e d us w i t h t h e i r t i m e , 

a genda o f t h e n a t i o n a l s t a t e h e a l t h c a r e e x p e r t s . 

N o t h i n g h a s be e n c a n c e l l e d , as you c a n see t o d a y , 

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

t h i s i m p o r t a n t h e a r i n g . 

As I i n d i c a t e d , we have had an 

o v e r w h e l m i n g l e v e l o f i n t e r e s t i n t h i s i s s u e . And 

t h e r e w i l l be more h e a r i ngs i n t h e d a y s and weeks 

a h e a d . 

I t h o u g h t i t was v e r y i m p o r t a n t t h a t I 

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

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

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

I n c o n c l u d i n g , I want t o t h a n k a l l t h e 



members. I want t o t h a n k t h e i n d i v i d u a l s who 

t e s t i f i e d . C e r t a i n l y y o u o f f e r e d a l o t o f 

g o o d t e s t i m o n y f o r us t o e d u c a t e o u r s e l v e s on 

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

I a l s o want t o b r i n g t o t h e 

a t t e n t i o n o f t h e c o m m i t t e e t h a t we w i l l be 

s c h e d u l i n g a h e a r i n g on T u e s d a y , J u n e 8 t h , a t 

9:30, on t h e t w o - b i l l p a c k a g e t h a t I r e c e n t l y 

i n t r o d u c e d , House B i l l 2 521 and House B i l l 

252 2, w h i c h p e r t a i n t o c o s t c o n t a i n m e n t and 

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

p r o m p t l y a t 9:30 and w i l l be h e l d i n Room 205 

i n t h e Ryan O f f i c e B u i l d i n g . 

A g a i n , I want t o t h a n k e v e r y o n e . 

I want t o w i s h e a c h and e v e r y one o f you and 

y o u r f a m i l i e s a happy M e m o r i a l D a y . 

Thank you v e r y much. T h i s 

h e a r i n g ' s a d j o u r n e d . 

( 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 1:42 p.m.) 

* * * * * 



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 . 

BRENDA J . PARDUN, RPR 
C o u r t R e p o r t e r 
N o t a r y P u b l i c 


