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P R O C E E D I N G S 
(10:02 o ' c l o c k a.m.) 

REP. DeLUCA: Good m o r n i n g , l a d i e s and 
ge n t l e m e n . I hope you can he a r us t o d a y . We have 
mi c s i n t h i s room, but I guess t h e y weren't g i v i n g us 
e v e r y t h i n g i n t h e room h e r e , but I hope t h a t y o u ' l l be 
a b l e t o he a r us. 

I'm c a l l i n g t h i s committee m e e t i n g t o o r d e r . 
I t ' s an I n s u r a n c e Committee m e e t i n g a l o n g w i t h t h e 
P o l i c y Committee, and my good f r i e n d . P o l i c y Committee 
Chairman Mike S t u r l a , i s he r e t o h e l p out on t h i s 
m e e t i n g t o d a y . 

B e f o r e I s t a r t o f f i c i a l l y w i t h t h e m e e t i n g , I 
would l i k e t o r e c o g n i z e a c i t i z e n who l i v e s i n t h e 
32nd l e g i s l a t i v e d i s t r i c t who c e r t a i n l y i s a t r i b u t e 
t o what we a r e t r y i n g t o do w i t h h e a l t h c a r e . As you 
know, we keep t a l k i n g about h e a l t h c a r e , we t a l k about 
r e d u c i n g t he c o s t , we t a l k about p r e v e n t i v e 
h e a l t h c a r e , and t h i s i n d i v i d u a l i s a t e s t a m e n t t o what 
you can do i f you s e t your mind t o i t and t o d a y I ' d 
l i k e t o r e c o g n i z e -- t o acknowledge an o u t s t a n d i n g 
a c c o m p l i s h m e n t . Most p e o p l e don't r e a l i z e t h e 
i m p o r t a n c e o f e x e r c i s e . 

The a v e r a g e A m e r i c a n watches t h r e e and a h a l f 
h o u r s of t e l e v i s i o n a day, w h i c h adds up t o 56 days of 
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c h a n n e l s u r f i n g a y e a r . By t h e age o f 65, t h a t adds 
up t o o v e r n i n e y e a r s s p e n t i n f r o n t of a s m a l l 
s c r e e n . Becoming a s t r o n g and h e a l t h y i n d i v i d u a l can 
be a t t a i n e d t h r o u g h an e x e r c i s e r e g i m e n . The g r e a t 
t h i n g about e x e r c i s e i s t h a t anyone can do i t at any 
p o i n t i n t h e i r l i f e t i m e . I t d o e s n ' t m a t t e r i f y o u ' r e 
l i f t i n g w e i g h t s , swimming, r u n n i n g or r i d i n g a 
b i c y c l e . As we a l l know, e x e r c i s e can improve our 
q u a l i t y o f l i f e as w e l l as l o n g e v i t y of l i f e . As a 
c u l t u r e , we must embrace h e a l t h y l i v i n g and b e t t e r 
o u r s e l v e s i n s i d e and out t h r o u g h e x e r c i s i n g o f a l l 
k i n d s . And l e t me s t a t e , age d o e s n ' t m a t t e r . I f you 
can dream i t , you can do i t . 

I am j o i n e d h e r e t o d a y by an a s t o n i s h i n g woman 
who p r o v e s j u s t t h a t . Age wasn't a f a c t o r when she 
s et out t o c o m p l e t e a f e a t t h a t would t a k e h e r a c r o s s 
t h e s o u t h e r n U n i t e d S t a t e s , a 3,000-mile j o u r n e y , a l l 
w h i l e r i d i n g a b i c y c l e . Joanne has c o m p l e t e d a 
3,000-mile j o u r n e y a c r o s s t h e s o u t h e r n t i e r o f t h e 
U n i t e d S t a t e s as p a r t o f a b i c y c l e t o u r f o r women. 
Her t r i p of 20 s i m i l a r - a g e d women from t h e ages of 55 
t o 75 t o o k s e v e r a l months, s t a r t i n g i n San Diego on 
March 4 t h . Joanne B a r r y and h e r f e l l o w r i d e r s p a i d 
v i s i t s t o A r i z o n a , New M e x i c o , Texas, L o u i s i a n a , 
M i s s i s s i p p i and Alabama b e f o r e e n d i n g i n S t . 
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A u g u s t i n e , F l o r i d a on A p r i l 3 0 t h . Each day, the women 
would r i d e 60 t o 100 m i l e s , s t o p p i n g at n i g h t and o n l y 
t a k e one day o f f a week. That s o r t o f d e t e r m i n a t i o n 
and a m b i t i o n i s commendable and i n s p i r i n g . Joanne 
b r i n g s new meaning t o t h e te r m e x e r c i s i n g , and I f i n d 
i t t o be g r e a t l y r e f r e s h i n g . 

As an i n d i c a t i o n f o r t h e extreme e f f o r t s 
Joanne B a r r y p ut f o r t h , I would l i k e now t o p r e s e n t 
h e r w i t h a c i t a t i o n from t h e House of R e p r e s e n t a t i v e s 
c o n g r a t u l a t i n g h e r on h e r t r i u m p h . Joanne, I would 
l i k e t o tha n k you f o r showing e v e r y o n e what r e a l 
a m b i t i o n l o o k s l i k e and p r o v i n g e x e r c i s e at any age 
can be a c c o m p l i s h e d w i t h p r a c t i c e and h a r d work. Your 
b i c y c l i n g a c h i e v e m e n t s w i l l go down i n t h e h i s t o r y 
b o oks. Come on up, Joanne. 

( A p p l a u s e . ) 
REP. DeLUCA: We a l l c o n g r a t u l a t e you on 

such a f i n e a c h i e v e m e n t . Keep up the good work. 
You're c e r t a i n l y an i n s p i r a t i o n f o r a l o t o f 
i n d i v i d u a l s out t h e r e . As we t a l k about h e a l t h c a r e , 
we t a l k about p r e v e n t i v e c a r e , I t h i n k y o u ' r e an 
example o f what h e a l t h c a r e can do. Thank you. 

MS. BARRY: Thank you v e r y much. I'm 
ho n o r e d t o be h e r e . I t was h a r d e r f o r me t o come up 
her e t h a n i t was t o c y c l e t h r o u g h t h o u s a n d s o f m i l e s . 
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I t t o o k a l o t o f n e r v e t o get up h e r e , b ut thank you 
a g a i n . 

( A p p l a u s e . ) 
REP. DeLUCA: A g a i n , good m o r n i n g and 

welcome t o t h e J o i n t H e a r i n g of t h e House I n s u r a n c e 
Committee and House Maj o r i t y P o l i c y Committee on t h e 
im p a c t of t h e r e c e n t i n c r e a s e s i n h e a l t h premium r a t e s 
i n w e s t e r n P e n n s y l v a n i a . S p e c i f i c a l l y , we a r e 
f o c u s i n g on the i m p a c t of t h o s e r a t e h i k e s on s m a l l 
e m p l o y e r s . 

As b a c k g r o u n d , I was i n i t i a l l y a p p r o a c h e d by 
the A l l e g h e n y County Bar A s s o c i a t i o n about t h e r a t e 
i n c r e a s e s t h a t were a p p l i e d t o s m a l l law o f f i c e s and 
s o l e p r a c t i t i o n e r s . These r a t e i n c r e a s e s were 
d o u b l e - d i g i t i n c r e a s e s w i t h some r e p o r t e d i n e x c e s s of 
50 p e r c e n t . 

I n s c h e d u l i n g t h i s h e a r i n g , we l e a r n e d t h a t 
t h e s e i n c r e a s e s were not r e s t r i c t e d t o t h e f i e l d of 
law b ut a l s o a p p l y t o a wide range of s m a l l e m p l o y e r s . 

S e ve r a l c o n c e r n s h a ve b e e n b r o ug h t t o me a n d 
t h e C o mmi t t e e : 

A r e t h e s e r a t e i n c r e a s e s r e a s o n a b l e , g i v e n t h e 
economic e n v i r o n m e n t we l i v e i n t o d a y ? 

A r e t h e s e r a t e i n c r e a s e s m e r e l y an a t t e m p t t o 
f o r c e bad r i s k o f f t h e books of c e r t a i n i n s u r e r s ? 
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A r e t h e s e r a t e i n c r e a s e s f a l l o u t s f r o m t h e new 
f e d e r a l h e a l t h c a r e law and a r e t h e r e s t a t e l e g i s l a t i v e 
s o l u t i o n s t h a t s h o u l d be p r e s e r v e d ? 

I t i s t h e s e q u e s t i o n s t h a t prompted my c a l l i n g 
f o r t h i s h ea r i n g a n d i n v i t i ng t h e i n d i v i d ua l s mo s t 
a f f e c t e d by the r a t e h i k e s . 

The agenda t o d a y i n c l u d e s t h e l a r g e s t i n s u r e r s 
i n t h e commonwealth, as w e l l as t h e i n d i v i d u a l s who 
are r e s p o n s i b l e f o r i m p l e m e n t i n g t h e i n d u s t r y , t h e 
I n s u r a n c e C o m m i s s i o n e r . I n a d d i t i o n , I have i n v i t e d 
and we w i l l h e a r from t h o s e i n d i v i d u a l s and e m p l o y e r s 
who a r e b e i n g a s k e d t o pay s u b s t a n t i a l l y more f o r 
h e a l t h i n s u r a n c e f o r t h e i r employees and f a m i l i e s . 

A t t h e o u t s e t , I want t o tha n k a l l of you who 
w i l l p a r t i c i p a t e h e r e t o d a y . I know t h a t t h e r e a r e 
burd e n s and c o s t s t o b e i n g h e r e t o d a y , b ut t h e i s s u e s 
we w i l l be c o n s i d e r i n g a r e j u s t t o o i m p o r t a n t t o 
i g n o r e . 

L e t me a l s o say t h a t t h e r e s p o n s e t o the 
s c h e d u l i n g o f t h i s h e a r i n g has been o v e r w h e l m i n g , and 
I want t o thank t h o s e i n d i v i d u a l s who t o o k t h e t i m e t o 
submit w r i t t e n remarks f o r t h e r e c o r d . I am s o r r y we 
c o u l d n ' t f i t e v e r y o n e i n , but t h e w r i t t e n s u b m i s s i o n s 
w i l l be v e r y h e l p f u l and t h e y a r e a p p r e c i a t e d . 

B e f o r e I have my c o l l e a g u e , Mike S t u r l a , make 
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a few s t a t e m e n t s , I want t o tha n k t he W i l l i a m A n d e r s o n 
L i b r a r y f o r p e r m i t t i n g us t o come t o t h i s f a c i l i t y . I 
a l s o want t o tha n k t h e e x e c u t i v e d i r e c t o r who has been 
d o i n g a f a n t a s t i c j o b . As you can see, t h i s i s a 
l i b r a r y , t h e new l i b r a r y , about t h r e e and a h a l f y e a r s 
o l d , t h a t was put t o g e t h e r i n c o o p e r a t i o n o f the 
s t a t e , t h e m u n i c i p a l government and a l s o from 
Mr. A n d e r s o n , who was an i n d i v i d u a l who l i v e d i n t h i s 
community f o r y e a r s , was a b u i l d e r , moved away, but he 
n e v e r f o r g o t h i s community and he had a t e n - y e a r 
endowment t o h e l p pay f o r t h i s , t o h e l p t he m e r i t 
c o u n c i l pay f o r i t . And i t ' s a f a c i l i t y , and we know 
how i m p o r t a n t l i b r a r i e s a r e , not o n l y t o o u r s e l v e s , 
but a l s o t o our c h i l d r e n , i t ' s a f a c i l i t y t h a t ' s w e l l 
u s e d , as any o t h e r l i b r a r y , and i t ' s a t r i b u t e t o t h i s 
g r e a t community o f o u r s , Penn H i l l s . 

As I see, we have one o f t h e c o u n c i l m e n . Dr. 
K i n c a i d , i n the a u d i e n c e . I want t o thank you. 
D o c t o r , f o r your v o t e t o put t h i s l i b r a r y i n Penn 
H i l l s . As t h e y say, Penn H i l l s i s a v e r y s p e c i a l 
community i n t h e e a s t e r n s u b u r b s . 

Now I w i l l t u r n i t o v e r t o my good f r i e n d and 
P o l i c y Committee c h a i r m a n , Mike S t u r l a . 

REP. STURLA: Thank you. Thank you. 
Chairman DeLuca. I j u s t want t o tha n k you f o r making 
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s u r e t h a t we had t h i s h e a r i n g h e r e t o d a y . T h i s i s an 
i m p o r t a n t i s s u e t h a t f o r a l l Democrats. And Chairman 
DeLuca has been c h a m p i o n i n g t h e way on a l o t of t h e s e 
i n s u r a n c e i s s u e s as c h a i r of t h e I n s u r a n c e Committee. 

I k i n d of l i k e t o t h i n k we're t a g g i n g a l o n g 
t o d a y t o be a b l e t o c l a i m we're a l l l o o k i n g a t i t , and 
i t g i v e s a l l t h e members t h a t a r e n ' t on the I n s u r a n c e 
Committee an o p p o r t u n i t y t o h e a r about t h i s f i r s t h a n d , 
a l s o . So a g a i n , thank you and l e t ' s get -- I ' l l have 
some more q u e s t i o n s as we get i n t o t h i s . 

REP. DeLUCA: I a l s o would l i k e t o have 
t h e members i n t r o d u c e t h e m s e l v e s t o my l e f t . R i c h . 

REP. GRUCELA: Thank you, Mr. Chairman. 
R i c h G r u c e l a from Northampton County. 

REP. MELIO: Tony M e l i o , Bucks County. 
REP. KOTIK: N i c k K o t i k , A l l e g h e n y 

County. 
REP. FABRIZIO: F l o F a b r i z i o , E r i e 

C ounty. 
REP. LONGIETTI: Mark L o n g i e t t i , M e r c e r 

County. 
MS. McCORMAC: K a t h y McCormac, House 

I n s u r a n c e Committee. 
REP. BOYD: S c o t t Boyd from L a n c a s t e r 

County and a good f r i e n d o f Chairman DeLuca and 
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Chairman S t u r l a , and I j u s t want t o a s s u r e Chairman 
S t u r l a t h a t R e p u b l i c a n s c a r e about h e a l t h c a r e t o o . We 
do c a r e . We do c a r e . 

MR. McNULTY: A r t M c N u l t y , e x e c u t i v e 
d i r e c t o r . House I n s u r a n c e Committee. 

REP. DeLUCA: R e p r e s e n t a t i v e Tony DeLuca. 
I have t h e honor of b e i n g the c h a i r m a n o f t h e 
D e m o c r a t i c I n s u r a n c e Committee. 

REP. STURLA: R e p r e s e n t a t i v e M i k e S t u r l a . 
I'm c h a i r of t h e D e m o c r a t i c P o l i c y Committee from 
L a n c a s t e r . 

REP. PASHINSKI: 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 County. 

REP. TAYLOR: R i c k T a y l o r , Montgomery 
County, r i g h t o u t s i d e o f P h i l a d e l p h i a . 

REP. READSHAW: H a r r y Readshaw, A l l e g h e n y 
County. 

REP. COSTA: Dom C o s t a , A l l e g h e n y County. 
REP. ROAE: B r a d Roae, C r a w f o r d County. 
REP. SONNEY: C u r t Sonney, E r i e County. 
REP. MATZIE: Rob M a t z i e , B e a v e r and 

A l l e g h e n y County. 

REP. SMITH: Ma t t S m i t h , A l l e g h e n y 

County. 
REP. DeLUCA: Thank you. I would be 
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r e m i s s i f I d i d n ' t say t h a t t h e I n s u r a n c e Committee 
has been one of t h e h a r d e s t w o r k i n g c o m m i t t e e s i n 
H a r r i s b u r g , no d i s r e s p e c t t o t h e P o l i c y Committee, but 
i t a l s o has been w o r k i n g b i p a r t i s a n l y , as 
R e p r e s e n t a t i v e Boyd has s a i d . We c o u l d n ' t ask f o r 
b e t t e r members on t h e Committee, on t h e R e p u b l i c a n 
s i d e , t o o . They have done an e x c e l l e n t j o b i n w o r k i n g 
b i p a r t i s a n l y f o r the i s s u e s t h a t a f f e c t a l l o f t h e 
P e n n s y l v a n i a n s out t h e r e and I want t o commend them. 

As you s a i d , S c o t t , we work t o g e t h e r , i t ' s a 
D e m o c r a t i c i s s u e . R e p u b l i c a n , i t ' s about t h e p e o p l e , 
and we're out h e r e t o r e p r e s e n t t h e p e o p l e . 

The f i r s t i n d i v i d u a l s t o t e s t i f y t o d a y would 
be L i s a F r a n k , come up h e r e , she's a p o l i c y s p e c i a l i s t 
and -- excuse me. I'm s o r r y , we're d o i n g t h e wrong 
agenda. T h a t ' s tomorrow. Excuse me. 

Today w e ' l l have Gary Hunt, Gary Hunt, Mark 
Vuono of the A l l e g h e n y County Bar A s s o c i a t i o n . Come 
on up t o the t a b l e . W i l l i a m P r i c e of P r i c e & 
A s s o c i a t e s . Two more c h a i r s , p l e a s e . 

And w h i l e t h e s e g e n t l e m e n a r e g e t t i n g r e a d y t o 
t e s t i f y , I want t o tha n k PCN f o r t h e f i n e j o b t h e y do 
i n k e e p i n g t h e c i t i z ens of P e n n s y l v a n i a aware of 
what's g o i n g on i n our commonwealth. They do a 
f a n t a s t i c j o b . And I want t o tha n k them f o r coming 
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out t o d a y t o t e l e v i s e t h i s m e e t i n g . 
Welcome, g e n t l e m e n , and whoever wants t o s t a r t 

f i r s t . 
MR. HUNT: Good m o r n i n g . R e p r e s e n t a t i v e 

DeLuca. 
I want t o s t a r t by t h a n k i n g t h e Committee f o r 

t a k i n g t h e ti m e t o h o l d t h i s h e a r i n g and a g r e e i n g t o 
the s u g g e s t i o n of t h e A l l e g h e n y County Bar A s s o c i a t i o n 
t h a t p u b l i c h e a r i n g s be h e l d . I t h i n k i t ' s a 
t e s t a m e n t t o your commitment t o t h e c i t i z e n s of 
P e n n s y l v a n i a t h a t you've come from a l l o v e r t h e s t a t e 
t o h e a r e v i d e n c e on t h i s i m p o r t a n t i s s u e , and i t i s a 
v e r y i mp o r t a n t i s s u e . 

My name i s Gary Hunt, I'm the p r e s i d e n t of the 
A l l e g h e n y County Bar A s s o c i a t i o n . I'm a l s o a 
s h a r e h o l d e r and a fo r m e r managing p a r t n e r o f the law 
f i r m o f T u c k e r A r e n s b e r g , P.C., so I know, I have v e r y 
much r e a l w o r l d e x p e r i e n c e on t h e imp a c t of i n s u r a n c e 
premiums. 

REP. DeLUCA: Pardon me, can you speak up 
a l i t t l e b i t ? U n f o r t u n a t e l y , we don't have any 
mi c r o p h o n e s i n he r e and I t h i n k t h e y c a n ' t h e a r you i n 
the back. 

MR. HUNT: Okay. As I s a i d , I'm 
p r e s i d e n t of t h e A l l e g h e n y County Bar A s s o c i a t i o n , I'm 
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a l s o a p r a c t i c i n g l a w y e r and a for m e r managing 
s h a r e h o l d e r of T u c k e r A r e n s b e r g , a m i d - s i z e d law f i r m 
i n P i t t s b u r g h and i n H a r r i s b u r g . I have r e a l - w o r l d 
e x p e r i e n c e i n t h a t r o l e of t h e imp a c t of i n s u r a n c e 
premiums on the v i a b i l i t y of any b u s i n e s s . 

T h e A l l e g h e n y C o un t y B a r As s o c i a t i o n i s a 
membership o r g a n i z a t i o n w i t h more t h a n 6,300 members. 
More t h a n 60 p e r c e n t of t h o s e members a r e e i t h e r s o l e 
p r a c t i t i o n e r s o r i n a s m a l l law f i r m w i t h s i x or fewer 
l a w y e r s . T h i s group of at l e a s t 3,700 l a w y e r s i n t u r n 
employs t h o u s a n d s of i n d i v i d u a l s as s e c r e t a r i e s , 
p a r a l e g a l s and o t h e r c l e r i c a l employees. I am, 
t h e r e f o r e , s p e a k i n g not o n l y f o r t h i s group o f l a w y e r s 
but a l s o f o r t h e i r f a m i l i e s , t h e i r employees and t h e i r 
e mployees' f a m i l i e s . 

F u r t h e r m o r e , our membership p r o v i d e s l e g a l 
s e r v i c e s t o t h o u s a n d s o r even t e n s of t h o u s a n d s of 
s m a l l bus i n e s s e s t h a t a r e the f o u n d a t i o n of our l o c a l 
economy. These b u s i n e s s e s employ t e n s , i f not 
hundreds of t h o u s a n d s o f i n d i v i d u a l s . 

The A l l egheny County Bar As s o c i a t i o n i s v e r y 
c o n c e r n e d w i t h t h e im p a c t t h a t Highmark's d r a m a t i c 
r a t e i n c r e a s e i n i n s u r a n c e premiums i s h a v i n g on i t s 
own members. But make no m i s t a k e about i t , t h i s i s an 
i s sue t h a t goes f a r beyond t h e imp a c t on t h e members 
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o f t h e A l l e g h e n y County Bar A s s o c i a t i o n and t h e 
i n d i v i d u a l s employed by t h o s e members. 

The d r a m a t i c i n c r e a s e i n h e a l t h i n s u r a n c e 
premiums f o r Highmark i s c a u s i n g s u b s t a n t i a l h a r d s h i p 
f o r a l l s m a l l b u s i n e s s owners and a s s o c i a t i o n s and 
t h e i r employees and members. 

The i m p a c t o f t h e s e premium i n c r e a s e s on t h e 
members o f t h e A l l e g h e n y County Bar A s s o c i a t i o n i s 
t y p i c a l o f t h e i m p a c t on t h e hundreds of s m a l l 
b u s i n e s s e s who a l s o o b t a i n t h e i r h e a l t h i n s u r a n c e 
t h r o u g h programs s p o n s o r e d by t h e i r b u s i n e s s 
a s s o c i a t i o n s , whether i t ' s t h e Chamber o f Commerce, 
the S m a l l M a n u f a c t u r e r ' s C o u n c i l , t h e M e d i c a l S o c i e t y 
or any of a number o f o t h e r s u c h a s s o c i a t i o n s t h a t 
have p r o v i d e d group h e a l t h i n s u r a n c e as a member 
b e n e f i t . 

T h e r e f o r e , when I t e l l you t h a t t h e premiums 
f o r some of our members have i n c r e a s e d by as much as 
70 t o 79 p e r c e n t f o r t h e upcoming y e a r , you must 
u n d e r s t a n d t h a t a s i m i l a r i m p a c t i s b e i n g f e l t by many 
o t h e r s m a l l b u s i n e s s e s t h r o u g h o u t our community. The 
im p a c t of t h e s e premium i n c r e a s e s i s a l l t h e g r e a t e r 
b e c a u s e s m a l l b u s i n e s s owners, whether t h e y ' r e a s m a l l 
law f i r m or a s o l o p r a c t i t i o n e r or a s m a l l 
m a n u f a c t u r e r or a l o c a l hardware s t o r e o r any of 
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hundreds of o t h e r t y p e s of s m a l l b u s i n e s s have few, i f 
any, o p t i o n s f o r a l t e r n a t i v e h e a l t h i n s u r a n c e . 

The A l l e g h e n y County Bar A s s o c i a t i o n r e q u e s t e d 
p u b l i c h e a r i n g s on t h i s i s s u e , f i r s t b e cause i t s own 
members were b e i n g d r a m a t i c a l l y i m p a c t e d . But we 
r e q u e s t e d t h e h e a r i n g s a l s o b e c a u s e t h e s e premium 
i n c r e a s e s can have a d r a m a t i c i m p a c t on the e n t i r e 
b u s i n e s s community. We a l l depend upon each o t h e r , 
and we a l l depend upon t he f i n a n c i a l h e a l t h o f e v e r y 
p a r t o f our economic e n g i n e . 

The mechanism by w h i c h Highmark i n i t i a t e d 
t h e s e premium i n c r e a s e s was s i m p l e . I t moved a l l 
i n s u r e d groups below a c e r t a i n s i z e i n t o t h e 
f o r - p r o f i t arm of Highmark. By d o i n g so, Highmark 
a v o i d s much of t h e r e g u l a t i o n and s c r u t i n y t o w h i c h 
such r a t e i n c r e a s e s would o t h e r w i s e be s u b j e c t . 
F u r t h e r m o r e , t h i s move f r e e s Highmark's hand w i t h 
r e s p e c t t o m e d i c a l u n d e r w r i t i n g , however you want t o 
d e f i n e t h a t term. W i t h r e s p e c t t o t h e A l l e g h e n y 
County Bar A s s o c i a t i o n membership, t h i s means t h a t 
r a t h e r t h a n b e i n g a b l e t o s p r e a d t h e c o s t o f group 
i n s u r a n c e a c r o s s t he e n t i r e membership, many of the 
s m a l l groups w i l l be f o r c e d t o pay premiums t h a t make 
i t imposs i b l e t o m a i n t a i n h e a l t h i n s u r a n c e f o r 
t h e m s e l v e s , t h e i r employees and t h e i r employees' 
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f a m i l i e s . 
The s i t u a t i o n i s e x a c e r b a t e d because as we a l l 

know, i t i s i m p o s s i b l e f o r a s m a l l group t o n e g o t i a t e 
w i t h a l a r g e h e a l t h i n s u r a n c e p r o v i d e r on r a t e s . The 
r a t e s a r e q u o t e d and t h e i n s u r e d has a t a k e i t o r 
l e a v e i t c h o i c e . 

We a r e a s k i n g t h e I n s u r a n c e Department and the 
s t a t e l e g i s l a t u r e t o s t ep i n and t ake a h a r d l o o k a t 
what i s h a p p e n i n g . We a r e a l s o a s k i n g t h a t a P u b l i c 
A d v o c a t e D i v i s i o n be c r e a t e d i n t h e P e n n s y l v a n i a 
I n s u r a n c e Department, s i m i l a r t o t h e P u b l i c A d v o c a t e s 
who p r o t e c t u t i l i t y consumers. T h i s would e n s u r e t h a t 
t h e c i t i z ens of t h e Commonwealth o f P e n n s y l v a n i a a r e 
p r o t e c t e d from any a b u s i v e p r a c t i c e o f i n s u r a n c e 
c ompanies. T h i s t y p e o f o v e r s i g h t i s w o r k i n g w e l l f o r 
u t i l i t i e s and o t h e r i n d u s t r i e s . 

I don't p r e t e n d t o be an e x p e r t i n t h i s a r e a 
and p e r h a p s do not have a l l o f the f a c t s . However, 
th e r e a l i t y i s t h a t because Highmark has i n i t i a t e d 
t h e s e changes w i t h o u t any r e g u l a t o r y or l e g i s l a t i v e 
s c r u t i n y , none of us, o t h e r t h a n Highmark, have a l l 
t h e f a c t s . 

When i t comes t o s o m e t h i n g as v i t a l as h e a l t h 
i n s u r a n c e , not f r e e h e a l t h i n s u r a n c e , p a i d h e a l t h 
i n s u r a n c e , a r e n ' t t h e c i t i z e n s of A l l e g h e n y County 
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e n t i t l e d t o have t h e s e f a c t s ? And i s n ' t t h i s 
p a r t i c u l a r l y t r u e f o r Highmark when Highmark was 
o r i g i n a l l y c r e a t e d t o be t h e i n s u r a n c e p r o v i d e r of 
l a s t r e s o r t . Thank you v e r y much f o r your t i m e . 

( A p p l a u s e . ) 
REP. DeLUCA: I have t o r e c o g n i z e one of 

my o t h e r c o l l e a g u e s who came i n , C h r i s S a i n a t o from 
Lawrence County. Thank you. 

MR. VUONO: I'm Mark Vuono. I'm a 
p a r t n e r i n t h e downtown law f i r m o f Vuono & Gray. 
We've been p r a c t i c i n g f o r o v e r 55 y e a r s downtown and 
we f o c u s our p r a c t i c e on r e p r e s e n t i n g s m a l l 
b u s i n e s s e s . I'm he r e t o d a y , however, as t h e c h a i r m a n 
of t h e Lawyer I n s u r a n c e Committee of the A l l e g h e n y 
County Bar A s s o c i a t i o n . I ' l l s i t and s t a y c l o s e t o 
the m i c . 

The f u n c t i o n of t h e Lawyers I n s u r a n c e 
Committee of our Bar A s s o c i a t i o n i s t o r e v i e w and 
en d o r s e i n s u r a n c e p r o d u c t s t h a t a r e o f f e r e d t o our 
members. Our Lawyer I n s u r a n c e Committee i s v o l u n t e e r 
a t t o r n e y s who meet r e g u l a r l y t o p r o v i d e an i m p o r t a n t 
s c r e e n i n g f u n c t i o n f o r our members. As Gary 
m e n t i o n e d , s m a l l b u s i n e s s e s don't have t h e e x p e r t i s e 
or t h e ti m e t o d e v o t e t o r e v i e w i n s u r a n c e p r o d u c t s and 
to n e g o t i a t e w i t h an i n s u r a n c e company, so our 
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o r g a n i z a t i o n h i s t o r i c a l l y has p r o v i d e d t h a t k i n d of a 
s e r v i c e , and a l t h o u g h we r e v i e w a number of d i f f e r e n t 
l i n e s of i n s u r a n c e , h e a l t h i n s u r a n c e i s the key 
f u n c t i o n of our com m i t t e e , i s t o make s u r e t h a t our 
members have a v a i l a b l e a f f o r d a b l e and q u a l i t y h e a l t h 
i n s u r a n c e . 

I've s e r v e d on t h i s committee c o n t i n u o u s l y f o r 
about 25 y e a r s now. N e v e r t h e l e s s , l i k e Mr. Hunt, I 
don't p r o f e s s t o be an e x p e r t i n 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 . I n t h a t t i m e t h ough, our committee has 
l e a r n e d a l o t about how Highmark does b u s i n e s s as we 
have done b u s i n e s s . We have e n d o r s e d Highmark's 
p r o d u c t s f o r o v e r 40 y e a r s t o our a s s o c i a t i o n , b ut 
t h e r e a r e a few t h i n g s t h a t I t h i n k i t ' s i m p o r t a n t t o 
b r i n g t o the a t t e n t i o n of the Committee and t o t h e 
p u b l i c . 

One r e a s o n t h a t t h e A s s o c i a t i o n has e n d o r s e d 
Highmark i n the p a s t i s t h a t i t o f f e r e d c o v e r a g e t o 
a l l of our members w i t h o u t r e g a r d t o m e d i c a l h i s t o r y 
or p r e e x i s t i n g c o n d i t i o n s . I t was, as Gary s a i d , t h e 
community i n s u r e r of l a s t r e s o r t , o f f e r i n g c o v e r a g e t o 
a l l of our members and t o the community at l a r g e . And 
i n exchange f o r f u l f i l l i n g t h a t i m p o r t a n t r o l e i n the 
m a r k e t p l a c e , Highmark and i t s p r e d e c e s s o r s have 
e n j o y e d a tax-exempt s t a t u s t h a t d i s t i n g u i s h e d i t from 



TRANSCRIPT OF PROCEEDINGS 

i t s c o m p e t i t o r s . Over t he y e a r s , i t has been a b l e t o 
l e v e r a g e t h a t s t a t u s t o become the dominant p l a y e r i n 
the m a r k e t p l a c e i n A l l e g h e n y County and has 
a c c u m u l a t e d m a s s i v e r e s e r v e s under i t s n o t - f o r - p r o f i t 
u m b r e l l a . 

I n t h e p a s t , g o i n g back t e n , 15 y e a r s . B l u e 
C r o s s and B l u e S h i e l d o f f e r e d group c o v e r a g e t o our 
members b a s e d on the e x p e r i e n c e of t h e group as a 
whole. Each member of our o r g a n i z a t i o n p a i d t he same 
p r i c e f o r c o v e r a g e w i t h o u t r e g a r d t o age, gender, 
m e d i c a l c o n d i t i o n or h i s t o r y . The r i s k s were s p r e a d 
o v e r t h e e n t i r e p o o l of t h e members o f t h e A l l e g h e n y 
County Bar A s s o c i a t i o n , j u s t as i f our s o l e 
p r a c t i t i o n e r members were employees i n a l a r g e f i r m . 
Our committee r e c e i v e d r e g u l a r r e p o r t s from Highmark 
on t h e c l a i m s e x p e r i e n c e o f our group, t h e premiums 
t h a t were p a i d by our group and t h e n e t p r o f i t t h a t 
was g e n e r a t e d . 

I n t h o s e days, we a c t u a l l y , on b e h a l f of our 
employees, our members, r a t h e r , n e g o t i a t e d t h e r a t e s 
w i t h Highmark o r B l u e C r o s s / B l u e S h i e l d i n t h o s e days. 
I n f a c t , we were even a b l e i n good y e a r s , when we had 
good e x p e r i e n c e , we c o u l d c a r r y o v e r t he s o - c a l l e d 
p r o f i t s t o red u c e premiums i n f u t u r e y e a r s and so t h a t 
was an i m p o r t a n t s e r v i c e t h a t we were a b l e t o p r o v i d e 
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t o our c l i e n t s . 
So you u n d e r s t a n d who we're t a l k i n g a b o u t , 

we're not t a l k i n g about t h e l a r g e law f i r m s i n town 
w i t h o v e r a hundred a t t o r n e y s . We're t a l k i n g about 
s m a l l group m a r k e t , w h i c h c o n s i s t s of f i r m s w i t h from 
one t o 50 employed i n d i v i d u a l s , and t h a t ' s t h e same 
d e f i n i t i o n t h a t a p p l i e s not j u s t t o a t t o r n e y s , b ut t o 
any s m a l l b u s i n e s s e s , w h e t h e r , l i k e Mr. Hunt s a i d , 
t h r o u g h t h e S m a l l B u s i n e s s C o u n c i l , M e d i c a l S o c i e t y , 
Chamber o f Commerce or o t h e r g r o u p s . Mr. Hunt p o i n t e d 
out t h a t o v e r 60 p e r c e n t o f our members a r e s m a l l 
f i r m s of one t o s i x a t t o r n e y s . 

More i m p o r t a n t l y , w i t h i n t h a t group, 
35 p e r c e n t o f our membership c o n s i s t s of s o l e 
p r a c t i t i o n e r s , one a t t o r n e y f i r m s , and t h e s e a r e t h e 
ones who have been most d r a m a t i c a l l y a f f e c t e d by 
what's happened r e c e n t l y . 

A t one t i m e , Highmark p r o p o s e d t o e l i m i n a t e 
group c o v e r a g e f o r s o l e p r a c t i t i o n e r s . We went t o the 
I n s u r a n c e Commission and under some p r e s s u r e , Highmark 
b a c k e d o f f and r e l u c t a n t l y , t h u s f a r , has c o n t i n u e d t o 
o f f e r c o v e r a g e t o our s o l e p r a c t i t i o n e r members. 

The f i r s t h i s t o r i c a l s t e p away from t h i s 
a rrangement where we p o o l e d a l l of our r i s k s t o g e t h e r 
w i t h i n t h e a s s o c i a t i o n was t h e B l u e C r o s s / B l u e S h i e l d 
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d e c i s i o n a number of y e a r s ago t o combine a l l of i t s 
a s s o c i a t i o n b u s i n e s s i n t o one p o o l , so we were 
combined w i t h t h e H i g h Tech C o u n c i l , t h e M e d i c a l 
S o c i e t y , t h e D e n t a l S o c i e t y i n t o one b i g p o o l , w h i c h 
at t h e t i m e , sounded good, r i g h t , a b i g g e r p o o l , 
s p r e a d t h e r i s k , and i t s h o u l d r e s u l t i n l o w e r o v e r a l l 
r a t e s . 

The p r o b l e m from our s t a n d p o i n t was t h a t we 
c o u l d no l o n g e r m o n i t o r t h e e x p e r i e n c e o f our own 
group. We d i d n ' t know i f our group was b e i n g -- had a 
f a vo r a b l e ex p e r i e n c e o r an un f a v o r a b l e c l a i ms 
e x p e r i e n c e b e c a u s e we were p o o l e d i n w i t h e v e r y o n e 
e l s e , so we l o s t a l i t t l e b i t o f t h e f u n c t i o n t h a t we 
were a b l e t o p r o v i d e f o r our members. 

The n e x t b i g s t e p down the s l i p p e r y s l o p e o f 
what's happened was the d e c i s i o n by Highmark t o s t a r t 
u s i n g d i f f e r e n t r a t e s f o r d i f f e r e n t law f i r m s b a s e d on 
the a v e r a g e age. That was t h e f i r s t f a c t o r t h a t 
d i f f e r e n t i a t e d t h e amount t h a t p e o p l e p a i d f o r t h e i r 
c o v e r a g e . They put us i n t o age bans, t h e y t o o k t he 
av e r a g e age of a f i r m and s a i d i f your a v e r a g e age i s 
i n t h e t w e n t i e s , your r a t e i s g o i n g t o o b v i o u s l y be 
much l o w e r t h a n i f your a v e r a g e age was i n t h e 
f i f t i e s . W e l l , t h e av e r a g e age f a c t o r was 
p a r t i c u l a r l y burdensome f o r our s o l e p r a c t i t i o n e r s . 
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b e c a u s e , o b v i o u s l y , i f you got one p e r s o n c o v e r e d , 
your a v e r a g e i s how o l d you a r e , so our o l d e r s o l e 
p r a c t i t i o n e r s were a d v e r s e l y a f f e c t e d by t h a t s t e p . 

L a t e r , Highmark began i n c l u d i n g o t h e r 
s o - c a l l e d d emographic f a c t o r s , such as o c c u p a t i o n , 
d o c t o r s and l a w y e r s might be r a t e d d i f f e r e n t l y , 
l o c a t i o n and gender i n t o t h e i r r a t i n g p r o c e s s . And 
the most s i g n i f i c a n t one from our s t a n d p o i n t was t h a t 
f i r m s i z e was c o n s i d e r e d t o be a demographic f a c t o r 
t h a t had some i m p a c t , s u p p o s e d l y , on the r a t e s t h a t 
were b e i n g c h a r g e d . I've n e v e r been a b l e t o 
u n d e r s t a n d p e r s o n a l l y how a s o l e p r a c t i t i o n e r i s a 
g r e a t e r h e a l t h r i s k t h a n i f t h a t same l a w y e r were 
p r a c t i c i n g i n a l a r g e r f i r m , b ut t h a t was one of t h e 
f a c t o r s t h a t was t a k e n i n t o a c c o u n t . 

Now, as t h e s e t h i n g s happened w i t h a l l t h e s e 
a d d i t i o n a l s o - c a l l e d d emographic f a c t o r s b e i n g t a k e n 
i n t o a c c o u n t , we c o m p l e t e l y l o s t t h e a b i l i t y t o 
p r o t e c t our members and f i g u r e out how t h e i r r a t e s -¬
i t got t o t h e p o i n t , as Gary s a i d , t h i s i s t h e r a t e , 
t a k e i t o r l e a v e i t . And when we would ask f o r 
e x p l a n a t i o n , t h e r e s p o n s e was w e l l , we c a n ' t t e l l you 
about your members' h e a l t h c o n d i t i o n , t h a t would 
v i o l a t e HIPAA and our r a t i n g p o l i c i e s a r e c o n f i d e n t i a l 
p r o p r i e t a r y b u s i n e s s models t h a t we a r e not w i l l i n g t o 
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r e v e a l . 
Then, t h e n e x t b i g s t e p a l o n g t h e way was 

Highmark a d v i s e d our committee t h a t i n a d d i t i o n t o 
u s i n g t h e s o - c a l l e d demographic f a c t o r s , w h i c h t h e 
I n s u r a n c e Commission had a u t h o r i z e d Highmark t o use, 
t h e y a l s o began u s i n g c o m p u t e r - d r i v e n p r e d i c t i v e 
m o d e l i n g as p a r t of the p r o c e s s . We d i d n ' t u n d e r s t a n d 
what t h a t t e r m i n o l o g y meant. What we were t o l d was 
t h a t i t t o o k i n t o a c c o u n t p a s t p r o c e d u r e s t h a t had 
been r e c e i v e d by a member and m e d i c a t i o n s t o p r e d i c t 
w i t h t h e i r h e a l t h might be i n t h e f u t u r e . We d i d n ' t 
know how i t worked, but i t s u r e sounded l i k e m e d i c a l l y 
u n d e r w r i t i n g t o us. But a g a i n , at t h a t t i m e , Highmark 
was t a k i n g t h e p o s i t i o n , as t h e y s t i l l do t o d a y , t h a t 
t h e y do not m e d i c a l l y u n d e r w r i t e t h e i r premiums. How 
t h e y d i s t i n g u i s h m e d i c a l l y u n d e r w r i t i n g from 
p r e d i c t i v e m o d e l i n g , we've n e v e r been a b l e t o 
u n d e r s t a n d . 

We a t t e m p t e d , when we h e a r d about t h i s 
p r e d i c t i v e m o d e l i n g , we a t t e m p t e d t o f i n d out from t he 
I n s u r a n c e Commission or from t h e i n s u r a n c e d epartment 
whether t h i s was p e r m i s s i b l e . We were t o l d t h a t 
Highmark's f i l e d r a t e s o n l y were b a s e d upon 
demographic f a c t o r s , age and so f o r t h , not on m e d i c a l 
u n d e r w r i t i n g or p r e d i c t i v e m o d e l i n g , and we were n e v e r 
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a b l e t o f i n d a n y t h i n g i n Highmark's p u b l i c f i l i n g s 
t h a t a u t h o r i z e d t h e s o - c a l l e d p r e d i c t i v e m o d e l i n g 
t e c h n i q u e . 

B e f o r e we were a b l e t o f i n d t h e answers t o 
t h e s e p r o b l e m s , though, Highmark a g a i n changed t h e 
r u l e s of the game t h i s p a s t December, when t h e y 
announced t h a t t h e y were p l a n n i n g t o move a l l of t h e i r 
s m a l l group b u s i n e s s , a g a i n , a l l t h e i r one t o 50 s i z e 
e m p loyer groups i n t o t h e i r f o r - p r o f i t s u b s i d i a r y . And 
the e f f e c t o f t h a t was t o t a k e t h a t b u s i n e s s o u t s i d e 
o f t h e scope of t h e r e g u l a t i o n s of t h e I n s u r a n c e 
Commission and e n a b l e them t o b e g i n t o use m e d i c a l 
u n d e r w r i t i n g . There was a l s o some c o n c e r n at t h a t 
t i m e as t o whether t h e y would change t he d e f i n i t i o n of 
s m a l l group t o e x c l u d e s o l e p r a c t i t i o n e r s . Thus f a r , 
t h e y have not t a k e n t h a t s t e p . They a r e , on the 
s u r f a c e o f t h i n g s at l e a s t , c o n t i n u i n g t o i n s u r e our 
single-member s o l e p r a c t i t i o n e r f i r m s . But I t h i n k we 
need t o l o o k b e n e a t h t h e s u r f a c e t o u n d e r s t a n d what's 
h a p p e n i n g . 

The i n s u r a n c e d e p a r t m e n t d i d approve t he 
t r a n s f e r of the s m a l l group b u s i n e s s o v e r t o the 
f o r - p r o f i t s i d e o f Highmark. That a p p r o v a l p r o c e s s 
r e s u l t e d i n a d e l a y i n the r a t e s b e i n g r e l e a s e d f o r 
our J u l y 1 r e n e w a l s . When t h o s e r a t e s were r e l e a s e d . 
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however, t he r e s u l t s were f r a n k l y s h o c k i n g . 
T h e r e ' s a c h a r t i n t h e m a t e r i a l s t h a t we've 

s u b m i t t e d on page 5 of the m a t e r i a l s t h a t o u t l i n e s 
some o f t h e e f f e c t o f t h e r a t e i n c r e a s e s , and i n 
p a r t i c u l a r , t h e e f f e c t on our s o l e p r a c t i t i o n e r s . The 
v a s t maj o r i t y o f our s o l e p r a c t i t i o n e r s r e c e i v e d r a t e 
i n c r e a s e s of more t h a n 20 p e r c e n t , and t h e r e were n i n e 
f i r m s t h a t r e c e i v e d a r a t e i n c r e a s e o f more t h a n 
70 p e r c e n t , 70 p e r c e n t , from one y e a r t o t h e n e x t . 

One of our members who s u b m i t t e d w r i t t e n 
t e s t i m o n y i s Mary M a r g a r e t I s a b e l l a , and I do i m p l o r e 
you t o l o o k at h e r s t a t e m e n t because she i s a t t h e 
p o i n t where she q u e s t i o n s whether she's g o i n g t o l i v e 
t o age 65 and be a b l e t o get t o M e d i c a r e because of 
the f a c t t h a t she can no l o n g e r a f f o r d h e a l t h 
i n s u r a n c e c o v e r a g e . 

What i t a p p e a r s t o us from t h e s e r a t e 
i n c r e a s e s i s t h a t Highmark has s i n g l e d out our s o l e 
p r a c t i t i o n e r s f o r e x c e s s i v e r a t e i n c r e a s e s so t h a t 
t h e y c o u l d a c c o m p l i s h i n d i r e c t l y what we t h i n k t h e y 
t r i e d t o a c c o m p l i s h d i r e c t l y s e v e r a l y e a r s ago, and 
t h a t was t o e x c l u d e our s o l e p r a c t i t i o n e r s . 

I n t h e m a r k e t p l a c e , t h e r e a r e no a l t e r n a t i v e 
h e a l t h i n s u r e r s t h a t a r e w i l l i n g t o p r o v i d e group 
c o v e r a g e t o i n d i v i d u a l s . The o t h e r f o r - p r o f i t 
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companies o n l y o f f e r c o v e r a g e t o groups of two t o 50, 
not one t o 50. So our members who cannot a f f o r d t h e 
premium i n c r e a s e s have o n l y t h e o p t i o n o f g o i n g t o a 
d i r e c t pay b a s e d on t h e i r own m e d i c a l h i s t o r y . 

The i n s u r a n c e d e p a r t m e n t ' s a p p r o v a l o f t h i s 
t r a n s f e r has a l l o w e d Highmark's f o r - p r o f i t company t o 
cha r g e e x c e s s i v e premiums f o r h e a l t h i n s u r a n c e , and i t 
seems t o us t h a t t h e m o t i v e i s , l i k e I s a i d , t o 
e x c l u d e our s o l e p r a c t i t i o n e r s . 

When we met w i t h Highmark t o l o o k a t t h e s e 
r a t e s , we got no e x p l a n a t i o n a g a i n , as i n t h e p a s t , of 
how t h e y were d e t e r m i n e d b e c a u s e o f HIPAA 
c o n f i d e n t i a l i t y and p r o p r i e t a r y b u s i n e s s models. 
A l t h o u g h Highmark c l a i m s t h a t t h e y a r e not m e d i c a l l y 
u n d e r w r i t i n g , t h e y do acknowledge t h a t p r e d i c t i v e 
m o d e l i n g has e n t e r e d i n t o t h e f o r m u l a t i o n o f t h e s e 
r a t e s . We don't u n d e r s t a n d how t h a t works, but we 
know t h e e f f e c t on our s o l e p r a c t i t i o n e r members. 

You're g o i n g t o he a r from Mr. P r i c e i n a few 
moments about how t h i s has a f f e c t e d him p e r s o n a l l y . 
He's one of our members, but i t ' s not j u s t l a w y e r s 
t h a t we're h e r e t o s t a n d up f o r t o d a y or t h a t we a r e 
a s k i n g t h e l e g i s l a t u r e t o s t a n d up f o r , i t ' s 
i n d i v i d u a l s i n s m a l l b u s i n e s s e s g e n e r a l l y . We a r e a l l 
i n t h i s game t o g e t h e r , we a l l f a c e t h e same p r o b l e m s . 
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The Bar A s s o c i a t i o n h i s t o r i c a l l y has had t h i s 
c ommittee t h a t ' s been a b l e t o s t u d y and u n d e r s t a n d 
t h i s and work w i t h Highmark and we f e l t i t was 
c r i t i c a l t o b r i n g t h i s t o the a t t e n t i o n of t h e 
Committee. 

We're, t h e r e f o r e , a s k i n g f o r , b ecause we can 
not s o l v e t h i s p r o b l e m on b e h a l f o f our members any 
l o n g e r , we're t u r n i n g t o t h e l e g i s l a t u r e and t o the 
i n s u r a n c e d epartment t o s t a n d up f o r s m a l l b u s i n e s s . 
We want t o know why Highmark, h a v i n g b e n e f i t e d from 
tax-exempt s t a t u s o v e r t he y e a r s , s h o u l d be p e r m i t t e d 
t o w alk away from i t s r o l e as a community i n s u r e r o f 
l a s t r e s o r t f o r s m a l l b u s i n e s s g r o u p s . Why s h o u l d 
t h e y be a l l o w e d t o use an employee's m e d i c a l h i s t o r y , 
by w h a t e v e r l a b e l t h a t a t t a c h t o i t , t o make c o v e r a g e 
p r o h i b i t i v e l y e x p e n s i v e and weed out the bad r i s k s ? 

( A p p l a u s e . ) 
MR. VUONO: Why c a n ' t our members o r our 

committee r e c e i v e any c r e d i b l e e x p l a n a t i o n of how our 
r a t e s a r e b e i n g c a l c u l a t e d ? 

We ask t h a t you demand a p l a u s i b l e and 
documented e x p l a n a t i o n from Highmark f o r why c o v e r a g e 
i s b e i ng e f f e c t i v e l y d e n i e d t o our members and our 
most v u l n e r a b l e members, our s m a l l f i r m s who a r e o l d e r 
and l e s s h e a l t h y . We ask t h a t you r e q u i r e t h e 
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i n s u r a n c e department t o c r e a t e a p u b l i c a d v o c a t e t o 
speak f o r our members and o t h e r s m a l l b u s i n e s s e s i n 
A l l e g h e n y County and t h r o u g h o u t t h e commonwealth. 

Thank you f o r your t i m e . 

( A p p l a u s e . ) 
REP. DeLUCA: Thank you. I'm g l a d t h a t , 

b e f o r e we get t o Mr. P r i c e h e r e , I'm g l a d you 
c l a r i f i e d t o t h e a u d i e n c e t h a t we're not j u s t t a l k i n g 
about t he Bar A s s o c i a t i o n . We a r e t a l k i n g about o t h e r 
s m a l l g r o u p s . We're t a l k i n g about b u s i n e s s e s , s m a l l 
b u s i n e s s e s , so I don't want t h e a u d i e n c e out t h e r e t o 
t h i n k t h a t we're o n l y out he r e f o r t h e Bar A s s o c i a t i o n 
and t h e l e g a l p r o f e s s i o n . We're out he r e f o r 
ev e r y b o d y and c e r t a i n l y your t e s t i m o n y i s why we have 
t h e s e h e a r i n g s t o t r y t o d e t e r m i n e what's g o i n g on out 
t h e r e . So I j u s t want t o make t h a t c l e a r t o the 
p u b l i c and t o PCN t h a t t h e s e h e a r i n g s a r e not j u s t 
p e r t a i n i n g t o t h e Bar A s s o c i a t i o n , t h i s i s h a p p e n i n g 
t o o t h e r s m a l l b u s i n e s s e s out t h e r e , as I s a i d , i n my 
o p e n i n g r e m a r k s . So I j u s t want t o make t h a t c l e a r 
t h a t when y o u ' r e t a l k i n g , i t was m o s t l y Bar 
A s s o c i a t i o n , I want t o make t h a t c l e a r . 

Mr. P r i c e . B e f o r e you s t a r t , I j u s t want t o 
r e c o g n i z e R e p r e s e n t a t i v e Matz i e has j o i n e d us and 
R e p r e s e n t a t i v e F r a n k e l . You l o o k l i k e you c o u l d 
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p r o j e c t , so I'm s u r e t h e y c o u l d h e a r you out i n the 
a u d i e n c e . 

MR. PRICE: I'm one o f t h e 35 p e r c e n t of 
t h e a t t o r n ey s i n t h e A l l eg h en y C o u n t y Ba r As s o c i a t i o n 
t h a t a r e s o l e p r a c t i t i o n e r s . I have a l i t t l e t i n y 
s t o r e f r o n t o f f i c e i n S w i s s v a l e where I work m o s t l y 
w i t h t h e e l d e r l y and I w r i t e w i l l s , I guess t h a t ' s a 
p l u g . But I don't know, f o r some r e a s o n , sometimes I 
w o r r y t h a t Highmark j u s t d o e s n ' t l o v e l a w y e r s anymore. 
I don't know what's h a p p e n i n g , but I'm not he r e -¬

REP. DeLUCA: I don't t h i n k t h e i n s u r a n c e 
i n d u s t r y l o v e s anybody out t h e r e t h e way r a t e 
i n c r e a s e s a r e g o i n g on. I wo u l d n ' t say about l a w y e r s , 
I t h i n k t h a t we're t a l k i n g about t h e g e n e r a l p u b l i c , 
i t ' s n ot j u s t Highmark, i t ' s e v e r y b o d y out t h e r e . 

MR. PRICE: E x a c t l y . 
I'm not he r e t o d a y t o c o m p l a i n about t he 

g e n e r a l h i g h c o s t of h e a l t h c a r e i n A m e r i c a . My 
c o n c e r n i s about a r b i t r a r y , c a p r i c i o u s and 
d i s c r i m i n a t o r y p r i c i n g p r a c t i c e s t h a t Highmark i s 
e n g a g i n g i n , and t h e s e p r a c t i c e s a r e t o the v e r y r e a l 
d e t r i m e n t of s o l e p r a c t i t i o n e r s l i k e m y s e l f and t h e 
A l l e g h e n y County Bar A s s o c i a t i o n , and I b e l i e v e t h a t 
one of t h e t h i n g s t h a t Highmark i s t r y i n g t o do i s t o 
d r i v e s o l e p r a c t i t i o n e r s from t h e group. And i t 
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worked f o r me. 
I was i n the group f o r 26 y e a r s , i n t h e 

A l l e g h e n y County Bar A s s o c i a t i o n ' s p l a n , and the 
premiums became so o u t r a g e o u s l y e x p e n s i v e t h a t a 
c o u p l e months ago, I went i n t o Highmark's new w a l k - i n 
s t o r e f r o n t p l a c e on Mc K n i g h t Road and I was a b l e t o 
p u r c h a s e t he i n s u r a n c e d i r e c t l y f o r my same f a m i l y 
from t h e same i n s u r a n c e company, Highmark, and save 
about $4,000 a y e a r . And the woman t h a t w a i t e d on us 
t o l d us t h a t i f i t wasn't f o r some v e r y m i n o r 
p r e e x i s t i n g c o n d i t i o n s i n our f a m i l y , t h a t we would 
have s a v e d o v e r $10,000 a y e a r f o r our f a m i l y . 

What has happened i n our group p l a n i s what I 
r e f e r as d i s c r i m i n a t o r y s l i c e and d i c e . You would 
t h i n k t h a t a n o t h e r l a w y e r my e x a c t same age i n 
A l l e g h e n y County, i n t h e same p r o f e s s i o n , i n the same 
group p l a n w ould have t h e same premium t h a t I would 
f o r my f a m i l y , b ut I s t a r t e d t a l k i n g w i t h o t h e r 
a t t o r n e y s a r o u n d t he c o u n t y and I fou n d out t h a t i s 
s i m p l y not t r u e , t h a t a t t o r n e y s i n groups o f two or 
more had premiums t h a t were s u b s t a n t i a l l y l o w e r t h a n 
t h e premiums t h a t my f a m i l y was c h a r g e d . 

L a s t y e a r , t o c o v e r my w i f e and m y s e l f and our 
1 4 - y e a r - o l d d a u g h t e r , no o p t i c a l c o v e r a g e , no d e n t a l 
c o v e r a g e , we had t o t a k e a $7,000 d e d u c t i b l e t o h o l d 
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our premium down t o $1,200 a month. That went up 
a g a i n t h i s y e a r , i t went up t o $1500 p e r month t o 
c o v e r my w i f e and my 14 - y e a r - o l d and m y s e l f on t h e 
A l l e g h e n y County Bar A s s o c i a t i o n p l a n . And t h e o n l y 
r e a s o n t h a t I c o u l d get from Highmark, b e c a u s e I've 
been v e r y v o c a l w i t h Highmark i n c a l l i n g them and 
ho u n d i n g them about t h i s , i s t h a t t h e y do not t r e a t a 
5 5 - y e a r - o l d l a w y e r i n S w i s s v a l e t h e same as a 
5 5 - y e a r - o l d l a w y e r i n downtown P i t t s b u r g h . 

They chop us a l l up i n t o l i t t l e t i n y hundreds 
and hundreds of t i n y sub groups t h a t a r e each l i t t l e 
o f f i c e and a l t h o u g h , and I c a n ' t e x p l a i n t h i s , b ecause 
we h a v e n ' t used our c o v e r a g e i n y e a r s , we've had t h i s 
h i g h d e d u c t i b l e f o r a few y e a r s now, and of c o u r s e you 
don't get m e d i c a l c o v e r a g e , you don't get m e d i c a l 
t r e a t m e n t when you have a $7,000 d e d u c t i b l e . 

But t h e y have t h i s m y s t e r i o u s t h i n g , i f I 
c o u l d borrow s o m e t h i n g f o r t h e moment, I c a n ' t t a l k 
w i t h o u t h a v i n g p r o p s , but i f I c o u l d borrow t h i s . 
T h i s i s Highmark's p r e d i c t i v e m o d e l i n g computer, and I 
don't know how i t works, I don't know what's i n i t , I 
don't know what c r i t e r i a t h e y use. I've a s k e d them 
what i s i t about my f a m i l y t h a t c a u s e s our r a t e s t o be 
so h i g h , maybe s o m e t h i n g was put down i n e r r o r i n t h e 
m e d i c a l r e c o r d , how can I c o r r e c t t h a t ? 
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But t h e y t e l l me t h a t t h i s i n f o r m a t i o n i s 
p r o p r i e t a r y , t h a t t h e y don't want p e o p l e t o know what 
t h e y ' r e l o o k i n g a t t h a t ' s c a u s i n g t h i s p r e d i c t i v e 
m o d e l i n g computer t o s p i t out such a h i g h premium f o r 
my f a m i l y . A l l t h e y t e l l me i s oh, w e l l , we l o o k e d at 
i t and we d i d i t c o r r e c t l y . Of c o u r s e , t h a t t e l l s me 
n o t h i n g and s i n c e i t ' s o n l y my own f a m i l y , I'm not 
a s k i n g f o r i n f o r m a t i o n about employees, I would know 
e v e r y t h i n g t h a t ' s i n t h e r e anyways, but f o r some 
r e a s o n , we're g e t t i n g t h e s e r i d i c u l o u s l y h i g h 
premiums. 

Th e r e ' s no c h e c k s and b a l a n c e s . The h i g h 
p r i e s t s , t h e h i g h p r i e s t s of Highmark work w i t h t h i s 
and t h e n t h e y g i v e us t h e s e r a t e s . F or a l l I know, 
maybe I c o m p l a i n t o o much, maybe I made too many c a l l s 
t o Highmark, p e r h a p s t h a t ' s a r e a s o n why my premiums 
have went up n e a r l y $4,000 t h i s y e a r . I don't know. 
But t h i s c o n c e r n s me b e c a u s e , you know, even w i t h t he 
f e d e r a l government, t he p e r s o n can a p p l y under t h e 
Freedom o f I n f o r m a t i o n A c t and see a l l s o r t s of f i l e s 
about t h e m s e l v e s , b ut Highmark won't e x p l a i n what 
c r i t e r i a i s c a u s i n g my f a m i l y t o pay s u b s t a n t i a l l y 
more t h a n o t h e r a t t o r n e y s t h a t a r e d e m o g r a p h i c a l l y 
i d e n t i c a l t o o u r s . 

Thank you. 
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( A p p l a u s e . ) 
REP. DeLUCA: Thank you. B i l l , I would 

be r e m i s s i f I d i d n ' t say you b r o u g h t your p r o p up 
h e r e , I c o u l d j u s t p i c t u r e t h e c o u r t r o o m when you go 
up t h e r e and p r a c t i c e l aw. 

MR. PRICE: I w r i t e w i l l s . 
REP. DeLUCA: I hope you don't use the 

p r o p s when you do t h e w i l l s . 
REP. STURLA: A c t u a l l y , I t h i n k most o f 

my q u e s t i o n s w i l l , a f t e r h e a r i n g t h i s , w i l l be 
r e s e r v e d f o r Highmark when we he a r from them. Thank 
you . 

REP. DeLUCA: I f I c o u l d , b e f o r e we have 
th e q u e s t i o n s f o r t h e s e t h r e e g e n t l e m e n , i f you c o u l d 
j u s t s t a y h e r e f o r a few m i n u t e s , PCN would l i k e t o 
t a k e a l i t t l e b r e a k , about f i v e m i n u t e s , and w e ' l l -¬
i f you c o u l d s t a y h e r e , we'd would a p p r e c i a t e t h a t . 
Take about a f i v e m i n u t e b r e a k f o r PCN. 

(Recess.) 
REP. DeLUCA: We're g o i n g t o p r o c e e d . 

I ' d l i k e t o r e c o g n i z e my c o l l e a g u e , K e v i n Murphy has 
j u s t shown up h e r e t o d a y . Come on o v e r . Dante 
S a n t o n i i s out t h e r e . Welcome. Okay. 

From my l e f t , i s t h e r e any q u e s t i o n s f o r t h i s 
group? R e p r e s e n t a t i v e Boyd. 
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REP. BOYD: Thank you, Mr. Chairman. 
I t ' s i n t e r e s t i n g , I'm a s m a l l b u s i n e s s p e r s o n m y s e l f , 
I have a s m a l l company, not a law f i r m , I'm not an 
a t t o r n e y , b ut one of t h e t h i n g s t h a t some o f us i n 
H a r r i s b u r g had been a d v o c a t i n g f o r t h e l a s t number of 
y e a r s would be amending t h e s t a t e ' s c o n s t i t u t i o n t o 
p r o v i d e f o r a c a p s u l e on non-economic damages. 
T h e r e ' s been a s e r i e s o f t e s t i m o n y l i m i t i n g damages 
on, p o t e n t i a l l y heavy l i m i t s on damages would, i n 
f a c t , l o w e r t h e c o s t s o f h e a l t h c a r e u l t i m a t e l y and 
h e a l t h i n s u r a n c e premiums. I'm k i n d of c u r i o u s how 
the Bar A s s o c i a t i o n would r e a c t t o maybe a move l i k e 
t h a t from t h e g e n e r a l -¬

MR. HUNT: W e l l , as you may e x p e c t , w i t h 
6300 l a w y e r s i n t h e Bar A s s o c i a t i o n , t h e r e a r e a 
number of them t h a t maybe r e p r e s e n t c o r p o r a t i o n s or 
d o c t o r s on t h e d e f e n s e s i d e who might f a v o r s o m e t h i n g 
l i k e t h a t , and a number of them who r e p r e s e n t 
i n d i v i d u a l s who have s u f f e r e d i n j u r i e s as a r e s u l t of 
m a l p r a c t i c e who would be s t r o n g l y opposed t o s o m e t h i n g 
l i k e t h a t , and f o r t h a t r e a s o n , t h e Bar A s s o c i a t i o n 
f e e l s i t r e a l l y c a n ' t t a k e a p o s i t i o n on t h a t . 

What I would say i s what we're r e a l l y t a l k i n g 
about h e r e i s not t h e c o s t of m e d i c a l m a l p r a c t i c e 
i n s u r a n c e , b ut t h e c o s t of h e a l t h i n s u r a n c e , and t h e 
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n o t i o n t h a t t h e s e two a r e d i r e c t l y r e l a t e d , I t h i n k 
i s -- I don't b e l i e v e i t ' s a c c u r a t e . 

Highmark, on i t s n o n - p r o f i t s i d e , has enormous 
r e s e r v e s . The number o f l a w s u i t s f i l e d on t h e 
m a l p r a c t i c e s i d e d r o p p e d by about a t h i r d o v e r t h e 
l a s t few y e a r s b a s e d upon -- due t o t h e r e g u l a t i o n 
i n s t i t u t e d t o c o n t r o l f r i v o l o u s l a w s u i t s . So I 
f r a n k l y don't t h i n k t h e y ' r e c o n n e c t e d , and 
r e s p e c t f u l l y , I have t o t e l l you t h a t because of t h e 
d i v e r s e makeup of our a s s o c i a t i o n , I c a n ' t t a k e a 
p o s i t i o n on t h a t . 

REP. BOYD: I a p p r e c i a t e t h a t , t h e 
h o n e s t y i n your answer, and I t h o u g h t i t was v e r y 
d i r e c t . One of t h e r e a s o n s I b r o u g h t i t up, t o 
Chairman DeLuca's c r e d i t , we have been w o r k i n g 
b i p a r t i s a n l y , and wha t e v e r i s done t h r o u g h t h e n e x t 
b a l a n c e o f t h i s s e s s i o n and i n the n e x t s e s s i o n t o t r y 
and l o w e r t h e c o s t o f h e a l t h c a r e and t h e n u l t i m a t e l y 
h e l p i n s u r a n c e premiums i s p r o b a b l y g o i n g t o have t o 
be a c o m p r e h e n s i v e p a c k a g e , i t ' s more t h a n j u s t 
community r a t i n g or one or two. One t h i n g t h i s 
Committee has fo u n d out i s , t h e r e i s no s i l v e r b u l l e t 
t o t h i s t h i n g . 

So we've been w o r k i n g h a r d t o g e t h e r , and 
t h a t ' s s o m e t h i n g t h a t m ight be on the t a b l e , so i f you 
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get f o u r o t h e r t h i n g s t h a t y o u ' r e s u p p o r t i v e o f , I'm 
j u s t a s k i n g you t o have an open mind t h a t t h e r e may be 
some a d d i t i o n a l t h i n g s t h a t t h e l e g a l f i e l d i s n ' t 
c r a z y a bout, but the 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 i n d u s t r y , t h e p r o v i d e r s may be i n t e r e s t e d i n . 

I f we work t o g e t h e r t h a t way, we're a l l 
w i l l i n g t o g i v e s o m e t h i n g , I t h i n k we can get some 
p o s i t i v e change. 

Thank you, Mr. Chairman. 
REP. DeLUCA: Thank you. From my r i g h t , 

any o t h e r ? R e p r e s e n t a t i v e P a s h i n s k i . 
REP. PASHINSKI: Thank you, Mr. Chairman, 

and thank you, g e n t l e m e n , f o r your t e s t i m o n y t o d a y . 

J u s t t o c l a r i f y , I want t o make s u r e we have 
t h i s s t r a i g h t h e r e f o r the r e c o r d , I b e l i e v e t h i s i s 
A t t o r n e y P r i c e ? 

MR. PRICE: Yes, s i r . 
REP. PASHINSKI: You have r e q u e s t e d from 

t h e i n s u r a n c e t h a t s u p p o r t s y o u r h e a l t h c a r e , you have 
r e q u e s t e d your own r e c o r d s t o t r y t o d e t e r m i n e how 
your r a t e h i k e was d e t e r m i n e d ; i s t h a t c o r r e c t ? 

MR. PRICE: T h a t ' s c o r r e c t . I've 
p e r s o n a l l y c o n t a c t e d Highmark on a few d i f f e r e n t 
o c c a s i o n s t o ask them, f i r s t of a l l , what c r i t e r i a 
t h e y ' r e u s i n g and t h e y won't even t e l l me t h a t . And 
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I've a s k e d them what i n my m e d i c a l r e c o r d s , b ecause I 
b a r e l y u sed my h e a l t h c a r e f o r many y e a r s , b ut t h e y 
r e f u s e d , t h e y c o m p l e t e l y s t o n e w a l l e d me, t h e y won't 
g i v e me any i n f o r m a t i o n at a l l . 

REP. PASHINSKI: See, t h a t ' s why I'm 
a s k i n g t h e s e q u e s t i o n s . Has your usage changed t h a t 
may j u s t i f y them a l t e r i n g your r a t e s ? 

MR. PRICE: I don't remember us e v e r 
h i t t i n g our d e d u c t i b l e . The premiums t h a t we've been 
p a y i n g t h e l a s t s e v e r a l y e a r s t h a t we've had t h i s h i g h 
d e d u c t i b l e p l a n have been s t r a i g h t p r o f i t f o r them. 

REP. PASHINSKI: Okay. And t o c l a r i f y 
a g a i n , you t h e n t o o k i t upon y o u r s e l f t o go i n as a 
p r i v a t e c i t i z e n t o t h e same company and r e q u e s t 
i n s u r a n c e , h e a l t h i n s u r a n c e , from t h i s company and you 
were q u o t e d a p r i c e t h a t was, I b e l i e v e you s a i d , 
$4,000 l e s s t h a n what you were b e i n g c h a r g e d i n t h i s 
p o o l ? 

MR. PRICE: T h a t ' s c o r r e c t . And we're 
now i n s u r e d under t h a t p l a n and we've dro p p e d out o f 
the Bar A s s o c i a t i o n p l a n a f t e r 26 y e a r s . 

REP. PASHINSKI: So i f t h e c r y has been 
we have t o b r i n g more p e o p l e i n t h e p o o l t o b a l a n c e 
out t h e c o s t , how c o u l d t h a t p o s s i b l y be? 

MR. VUONO: They're d r i v i n g t h e p e o p l e 
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out of t h e p o o l , out of our p o o l , by s i n g l i n g out t h a t 
p a r t i c u l a r s o l e p r a c t i t i o n e r , t h e s i n g l e member law 
f i r m s . 

REP. PASHINSKI: And t o c l a r i f y once 
a g a i n f o r t h e r e c o r d t h a t your p o o l c o n s i s t e d of not 
o n l y a t t o r n e y s , b ut d o c t o r s and o t h e r p r o f e s s i o n a l 
p e o p l e i n s i m i l a r -¬

MR. VUONO: For t h e p a s t t e n t o 15 y e a r s , 
t h a t ' s c o r r e c t . O r i g i n a l l y , we had our own s e p a r a t e 
p o o l and our r a t e s were u n i f o r m w i t h i n our p o o l . But 
the f i r s t s t e p i n t h a t h i s t o r i c a l p r o c e s s was t o 
combine us w i t h a l l t h e o t h e r s m a l l group b u s i n e s s , 
a l l t h e a s s o c i a t i o n b u s i n e s s was combined i n t o a 
s i n g l e p o o l . And t h e n at t h a t s t e p , we s t i l l , 
e v e r y b o d y had t h e same r a t e s , t h e n t h e demographic 
f a c t o r s came and t h i n g s got p r o g r e s s i v e l y f o g g i e r i n 
terms of how our r a t e s were c a l c u l a t e d , so t h a t t o the 
p o i n t where, you know, h i s i s t h e extreme c a s e . 

We don't want t o know what h i s m e d i c a l h i s t o r y 
i s a t the Bar A s s o c i a t i o n . We want t o know what a r e 
the f a c t o r s t h a t went i n t o d e t e r m i n i n g a r a t e f o r an 
u n i d e n t i f i e d i n d i v i d u a l . We j u s t want t o know how 
does t h i s work. 

REP. PASHINSKI: A s e t o f s o m e t h i n g 
t h a t ' s r a t h e r s t a n d a r d i z e d , a f o r m u l a r y . 
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MR. VUONO: You would t h i n k . And t h e n 
when we d i d n ' t get i t from Highmark, we went t o t h e 
i n s u r a n c e d epartment t o t r y t o f i g u r e i t o u t , and not 
a l l t h e r a t e f i l i n g s a r e p u b l i c and we were not a b l e 
t o get any c r e d i b l e e x p l a n a t i o n . 

REP. PASHINSKI: Can I j u s t f o l l o w up 
w i t h i t ? Now Highmark i s n o n - p r o f i t . 

MR. VUONO: W e l l , t h e y a r e -¬
REP. PASHINSKI: W e l l , I ' l l t e l l you 

where I'm g o i n g . A l o t of t h e n o n - p r o f i t groups have 
d e v e l o p e d a n c i l l a r y companies t h a t a r e f o r - p r o f i t . 
I'm t r y i n g t o d e t e r m i n e now, i s your i n s u r a n c e p o l i c y 
c o v e r e d by t h e n o n - p r o f i t Highmark or i s i t an 
a n c i l l a r y company? 

MR. VUONO: T h a t ' s e x a c t l y what changed 
t h a t has prompted a l l o f t h i s most r e c e n t l y , i t has 
alw a y s been u n t i l June 3 0 t h o f t h i s y e a r , t h r o u g h 
June 3 0 t h of t h i s y e a r , our c o v e r a g e has been t h r o u g h 
t h e n o n - p r o f i t arm, but as of J u l y 1, a l l o f the s m a l l 
group b u s i n e s s moved o v e r t o t h e f o r - p r o f i t s 
s u b s i d i a r y , and t h e e f f e c t of t h a t i s not j u s t t h a t i t 
can become p r o f i t a b l e , but i t a l s o changes t h e 
r e g u l a t o r y r e q u i r e m e n t s t h a t t h e y ' r e s u b j e c t t o . 

MR. HUNT: And i f I c o u l d make o t h e r 
p o i n t . R e p r e s e n t a t i v e , and t h a t i s t h a t a l t h o u g h , I 
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don't know t h i s , b ecause I'm c e r t a i n l y not f a m i l i a r 
w i t h Mr. P r i c e ' s i n s u r a n c e program, but I s u s p e c t t h a t 
t h e i n s u r a n c e t h a t he was a b l e t o a c q u i r e was t h r o u g h 
th e n o n - p r o f i t and t h a t goes r i g h t t o t h e h e a r t of 
what we're t a l k i n g a b o u t . Because t h e group program, 
s m a l l group programs were put i n t o t h e f o r - p r o f i t , and 
t h e y i n c r e a s e d t h e s e r a t e s d r a m a t i c a l l y , t h e y ' r e 
d r i v i n g t h e s e p e o p l e out o f t h e group programs. And 
t h e n he w a l k s i n t h r o u g h t h e door , and t h e y say w e l l , 
s u r e , w e ' l l g i v e you i n s u r a n c e t h r o u g h our f o r - p r o f i t 
o r our n o n - p r o f i t , what's t he r e s u l t ? A l l of t h e s e 
i n d i v i d u a l s a r e b e i n g d r i v e n out o f t h e group p l a n s . 

MR. PRICE: I f o r g o t t o m e n t i o n one v e r y 
i m p o r t a n t f a c t o r f o r our f a m i l y , now t h a t we have t h i s 
$4,000 c h e a p e r p o l i c y , I don't have a $7,000 
d e d u c t i b l e anymore. I have a c o u p l e t h o u s a n d d o l l a r 
d e d u c t i b l e . 

REP. PASHINSKI: And i t was e x t r e m e l y 
i m p o r t a n t , s i r , t h a t you s a i d w i t h my $7,000 
d e d u c t i b l e , I r e a l l y don't get h e a l t h c a r e , b ecause I 
c a n ' t a f f o r d i t . 

Thank you, Mr. Chairman. Thank you, 
ge n t l e m e n . 

REP. DeLUCA: Thank you. Any o t h e r 
q u e s t i o n s ? 
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We want t o tha n k you f o r your t e s t i m o n y t o d a y 
and c e r t a i n l y w e ' l l be l o o k i n g at t h i s and g e t t i n g a 
r e s u l t of t h a t . 

MR. HUNT: Thank you f o r your t i m e . We 
a p p r e c i a t e i t . 

REP. DeLUCA: Next p a n e l w i l l be t h e 
S m a l l M a n u f a c t u r i n g A s s o c i a t i o n , B u s i n e s s C o u n c i l s . 
W i l l i a m Snyder, C a r o l y n F r a n k s and Bru c e Rosen. 
Whenever you ' r e r e a d y . 

MR. SNYDER: I'm W i l l i a m Snyder. I'm a 
CPA and I want t o thank t h e Committee, Chairman DeLuca 
and t h e House I n s u r a n c e Committee, P o l i c y Committee 
f o r t h i s o p p o r t u n i t y . 

B e f o r e I get s t a r t e d , I want t o c o n t r a s t t h e 
group s i t t i n g up he r e from t h e group t h a t was her e 
b e f o r e . We r e p r e s e n t s m a l l b u s i n e s s , p e r i o d . We 
don't r e p r e s e n t one i n d u s t r y . I'm a CPA, Mr. Rosen i s 
a b r o k e r and Mrs. F r a n k s i s i n the auto r e p a i r 
i n d u s t r y . And so i t ' s a l l d i f f e r e n t t h i n g s . And by 
the way, I r e p r e s e n t t h e l a r g e s t company of t h e t h r e e 
up h e r e . T h e r e ' s two i n my company, t he o t h e r ones 
a r e t h e s m a l l ones. So a l l I'm g o i n g t o r e l a t e t o you 
i s what happens i n a s m a l l b u s i n e s s when we get t h e s e 
k i n d s of i n c r e a s e s h e r e . 

I o p e r a t e my b u s i n e s s as a s o l e 
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p r o p r i e t o r s h i p . As I s a i d , I'm a CPA, and I have one 
f u l l - t i m e a s s o c i a t e . I began my b u s i n e s s i n '98. At 
t h a t t i m e , I p u r c h a s e d h e a l t h i n s u r a n c e t h r o u g h SMC 
I n s u r a n c e Agency. Because I've had a number of h e a l t h 
i s s u e s o v e r t he y e a r s , I've al w a y s bought t h e b e s t 
c o v e r a g e I c o u l d f i n d and a f f o r d . I used Highmark, as 
most o t h e r p e o p l e d i d ar o u n d h e r e . B l u e C r o s s / B l u e 
S h i e l d and i t s p r e d e c e s s o r s . U n t i l J u l y 1, 2010, I've 
c o n t i n u o u s l y used Highmark B l u e C r o s s / B l u e S h i e l d . 
And I've had a p r i o r b u s i n e s s b e f o r e becoming a CPA 
d a t i n g back t o 1972, a r e s t a u r a n t , and I've used t h e 
same p l a n t h r o u g h t h e same agency, so i t ' s been many, 
many y e a r s I've done t h a t . 

I've a t t a c h e d an E x h i b i t 1, marked Highmark 
Renewal R a t e s , and i t shows my a n n u a l premiums from 
J u l y 1, 2007 t h r o u g h June 30, 2011 t h r o u g h Highmark as 
p r o j e c t e d . On t h a t c h a r t , I've had t h e same two 
i n d i v i d u a l s s i n c e 2007, m y s e l f and my a s s o c i a t e , and 
my premium has i n c r e a s e d 96.14 p e r c e n t o v e r f o u r 
y e a r s . 

As most s m a l l b u s i n e s s e s , we're i n c o m p e t i t i v e 
b u s i n e s s e n v i r o n m e n t s . I have not r a i s e d my r a t e s i n 
f o u r y e a r s , l e t a l o n e d o u b l e d my r a t e s o v e r t h e l a s t 
f o u r y e a r s . T h e r e f o r e , I had t o a b s o r b most of t h i s 
premium i n c r e a s e from a r o u n d 13,000 t o 26,000, an 
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i n c r e a s e I've a b s o r b e d or would have a b s o r b e d i f I 
would have c o n t i n u e d w i t h t h i s y e a r ' s r a t e . 

When I got my premiums f o r t h e c u r r e n t y e a r , 
w h i c h s t a r t s J u l y 1, 2010 t h r o u g h June 30, 2011, my 
premiums r o s e by $7,772.40 f o r two i n d i v i d u a l s , and 
t h i s i s s i n g l e c o v e r a g e , not f a m i l y c o v e r a g e f o r t h e 
two i n d i v i d u a l s . A t t h a t t i m e , I was f o r c e d t o seek 
s ome t y p e of r e l i e f and I a p p l i e d t o o t h e r i n s u r a n c e 
companies t h r o u g h t h e SMC I ns u r a n c e Agency at t h e i r 
s u g g e s t i o n t o f i n d a n o t h e r c o m p r e h e n s i v e a f f o r d a b l e 
c o v e r a g e . 

Because o f my h e a l t h i s s u e s , I d i d n ' t t h i n k I 
c o u l d f i n d a n y t h i n g e l s e b e c a u s e a l l t h e o t h e r p l a n s 
a r e m e d i c a l l y u n d e r w r i t t e n , and t o my s u r p r i s e , UPMC 
H e a l t h P l a n o f f e r e d me c o v e r a g e at l e s s t h a n I p a i d at 
l a s t y e a r ' s premiums. Even w i t h t h e m e d i c a l 
u n d e r w r i t i n g and my c u r r e n t h e a l t h s t a t u s , UPMC 
m e d i c a l l y u n d e r w r i t t e n r a t e s were s i g n i f i c a n t l y l o w e r 
t h a n Highmark's r e n e w a l premiums. 

As a s o l e p r o p r i e t o r or as a s h a r e h o l d e r i n an 
S c o r p o r a t i o n o r as a p a r t n e r i n a p a r t n e r s h i p , we a r e 
subj e c t t o s e l f - e m p l o y m e n t t a x on our h e a l t h i n s u r a n c e 
premiums of 15.3 p e r c e n t . 

So my premium p r o p o s a l from UPMC a n n u a l l y f o r 
m y s e l f i s $9,110.52, but i n r e a l i t y , i t ' s $10,504.42. 
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T h a t ' s $1393.90 o f s e l f - e m p l o y m e n t t a x t h a t I pay on 
to p of p a y i n g premiums, w h i c h e v e r y o n e w i l l a g r e e , 
premiums a r e g e t t i n g h i g h e r and h i g h e r and t h e y ' r e 
h a r d e r and h a r d e r t o pay. 

No one e l s e i n the c o u n t r y i s p a y i n g t h i s , 
o n l y t h e s e g r o u p s , s o l e p r o p r i e t o r s , s h a r e two p e r c e n t 
or more owners, s h a r e h o l d e r s i n S c o r p o r a t i o n s and 
p a r t n e r s i n p a r t n e r s h i p s t h a t a r e p a y i n g t h i s 
15.3 p e r c e n t . I r e a l i z e i t ' s not a s t a t e t a x . But 
the p o i n t i s , we're s t i l l coming a c r o s s w i t h t h i s 
money, we're t r y i n g t o show you what's h a p p e n i n g , what 
t h i s i s d o i n g . T h i s i s t h e seco n d l a r g e s t i t e m i n my 
budget a f t e r my wages, i s my h e a l t h i n s u r a n c e . 

I'm a member of t h e SMC b o a r d of d i r e c t o r s and 
I a t t e n d e d a m e e t i n g on March 11, 2010 where 
r e p r e s e n t a t i v e s o f Highmark e x p l a i n e d why t h e i r 
premiums were r a i s e d by such huge amounts. To my 
memory, i t was a p p r o x i m a t e l y 32 p e r c e n t a c r o s s t h e 
b o a r d . I t was e x p l a i n e d by Highmark t h a t t h e y were -¬
t h e y had s w i t c h e d from a n o n - p r o f i t t o a f o r - p r o f i t 
e n t i t y and s i n c e t h e y were a f o r - p r o f i t e n t i t y , t h e y 
no l o n g e r had t o a b i d e by the minimums and maximums as 
t h e y d i d as a n o n - p r o f i t e n t i t y . 

My premiums i n c r e a s e d 4 0 p e r c e n t from l a s t 
y e a r , $19,203 t o t h i s y e a r , $26,975.40. As I s a i d . 
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$7,772.40 f o r two i n d i v i d u a l s . T h a t ' s what f o r c e d me 
t o l o o k e l s e w h e r e . 

The UPMC P l a n t h a t I fo u n d was $8,753.64 l e s s 
t h a n Highmark and t h e o n l y t h i n g I had t o w o r r y about 
was were my p r o v i d e r s i n UPMC p l a n . F o r t u n a t e l y t h e y 
were. So I d i d change, and I had t h a t o p t i o n t o 
change, not e v e r y b o d y had t h a t , UPMC p l a n s do not 
c o v e r i n d i v i d u a l s , b ut t h e y do c o v e r a group of two 
and l a r g e r , so t h a t was a v a i l a b l e t o me. 

As Highmark had t o l d us at t h i s SMC b o a r d o f 
d i r e c t o r s m e e t i n g t h a t t h e y want t o p o s i t i o n 
t h e m s e l v e s under t he new a f f o r d a b l e h e a l t h c a r e 
l e g i s l a t i o n t h a t was r e c e n t l y s i g n e d i n t o law. The 
Highmark r e p r e s e n t a t i v e s a l s o s a i d t h a t p l a n s w i t h one 
and two p a r t i c i p a n t s a r e l a r g e r u s e r s of h e a l t h 
b e n e f i t s . 

O b v i o u s l y , because of t h e d r a m a t i c r a t e 
i n c r e a s e s , Highmark i s t r y i n g t o r i d t h e m s e l v e s of 
t h e s e p l a n s . I was f o r t u n a t e t o f i n d a n o t h e r o p t i o n , 
a l t h o u g h , I have t o be c a r e f u l and l i m i t m y s e l f t o 
UPMC p r o v i d e r s , a t l e a s t I f o u n d an o p t i o n . I f the 
UPMC p l a n was not a v a i l a b l e , I would have two c h o i c e s , 
c u t my s t a n d a r d o f l i v i n g by $8,000 o r c u t my 
employee's b e n e f i t s or h o u r s . 

S i n c e you cannot keep good employees u n l e s s 
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you pay a c o m p e t i t i v e r a t e w i t h c o m p e t i t i v e b e n e f i t s , 
I r i s k l o s i n g somebody who g r e a t l y c o n t r i b u t e s t o my 
o r g a n i z a t i o n . I n o t h e r words, I would have been 
between a r o c k and a h a r d p l a c e . 

( A p p l a u s e . ) 
REP. DeLUCA: Thank you. E x c e l l e n t 

t e s t i m o n y . 
MS. FRANKS: I would a l s o l i k e t o tha n k 

you f o r a l l o w i n g us t o t e s t i f y . 
My husband, K e i t h and I have been 

s e l f - e m p l o y e d s i n c e 1990. We own F r a n k ' s A u t o 
S e r v i c e , an auto r e p a i r garage i n Penn H i l l s . A t one 
t i m e , we had a s u c c e s s f u l b u s i n e s s w i t h s e v e r a l 
e mployees, a g r o w i n g r e t i r e m e n t f u n d , we were a c t i v e , 
g enerous i n our community. We p r e t t y much had t h e 
A m e r i c a n dream on t h e m i d d l e c l a s s l e v e l . 

And I don't want t o get down i n the weeds w i t h 
numbers, but some of t h e s e numbers a r e i m p o r t a n t , so I 
do want -- I ask your p a t i e n c e w i t h t h i s . I n t h e y e a r 
2000, we were p a y i n g a p p r o x i m a t e l y $500 a month 
t h r o u g h t h e SMC f o r a Highmark HMO. Because I had a 
p r e e x i s t i n g c o n d i t i o n and c h i l d r e n , a g a i n , we wanted a 
v e r y h i g h q u a l i t y h e a l t h i n s u r a n c e program or p l a n , 
w h i c h i s why we went w i t h t h a t . By t h e y e a r 2007, our 
premium had r i s e n t o $1500 a month. Then, t h e 
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f o l l o w i n g y e a r , i t went up t o 2,476 a month. That was 
a 64 p e r c e n t i n c r e a s e i n one y e a r . Okay. 

O b v i o u s l y , a t t h a t p o i n t , we had t o r e s e a r c h 
o t h e r o p t i o n s . We l o o k e d at HSAs, wasn't g o i n g t o 
work f o r us. We ended up o p t i n g f o r a h i g h d e d u c t i b l e 
PPO. The c o s t f o r t h a t p l a n was $1,890, w h i c h was 
s t i l l a l m o s t a $400 i n c r e a s e , b ut now, we had a $2,000 
d e d u c t i b l e , h i g h e r o u t - o f - p o c k e t c o s t s and l e s s 
c o v e r a g e , so we s t i l l were p a y i n g so much more and 
g e t t i n g l e s s , b ut t h a t was t h e o n l y p l a n we c o u l d f i n d 
t h a t w ould save us a n y t h i n g . 

That p l a n t h i s y e a r i n 2010 was s l a t e d t o 
i n c r e a s e t o $2,620 a month, w h i c h i s $31,440 a y e a r . 
That was a 37 p e r c e n t i n c r e a s e o v e r t h e p r e v i o u s y e a r , 
but a 4 25 p e r c e n t i n c r e a s e o v e r t h e f i r s t y e a r I 
qu o t e d you, t he y e a r 2000, so i n t e n y e a r s , i t was a 
425 p e r c e n t i n c r e a s e and a l e s s e r p l a n . That a l s o 
r e p r e s e n t e d 40 p e r c e n t of our income. We were 
p a n i c k e d and we went t o t h e SMC r e p r e s e n t a t i v e who 
i n f o r m e d us t h a t now we c o u l d have o p t i o n s of o t h e r 
c a r r i e r s . 

We s e t t l e d on UPMC PPO. We had t o s e p a r a t e my 
husband and my -- t h i s was a l e g i t i m a t e t h i n g t o do, 
we s e p a r a t e d our two premiums o u t , and we now t o t a l , 
our premiums a r e o n l y $1,280 a month. No d e d u c t i b l e 
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and p r e t t y r e a s o n a b l e c o p a y s . 
The l a s t s e v e r a l y e a r s b e f o r e we s w i t c h e d t o 

t h i s l e s s e r p l a n -- w e l l , f i r s t l e t me back up. Even 
though t h i s i s much, much b e t t e r , i t s t i l l r e p r e s e n t s 
$15,000 a y e a r p l u s o u t - o f - p o c k e t c o s t s , t h a t i s s t i l l 
20 p e r c e n t o f our income. That i s an a n n u a l minimum 
wage s a l a r y . T h a t ' s s e v e r a l t h o u s a n d d o l l a r s l e s s 
t h a n our mortgage. And we have no g u a r a n t e e t h a t t h a t 
won't jump d r a m a t i c a l l y as o t h e r premiums have done 
f o r us i n t h e p a s t . So ye s , i t ' s much b e t t e r , b ut 
okay. 

Anyway, i n t h e l a s t s e v e r a l y e a r s , when our 
premiums were so d r a m a t i c a l l y h i g h , we were r e l u c t a n t 
t o r e i n v e s t i n our b u s i n e s s o r expand our b u s i n e s s i n 
any way. We t a l k e d about moving t o a l a r g e r l o c a t i o n , 
we t a l k e d about p u r c h a s i n g p r o p e r t y , we t a l k e d about 
h i r i n g more employees, but w o u l d n ' t do i t . We were 
a p p r e h e n s i v e because of t h e u n c e r t a i n t y of where our 
premiums c o u l d go and t h e a n x i e t y a l r e a d y o v e r t h i s 
c o s t t h a t was a l r e a d y so h i g h . So a l l t h e t a l k about 
e x p a n d i n g and r e i n v e s t i n g was g o i n g nowhere. 

As you a l l know who own b u s i n e s s e s or who l i v e 
i n t h e r e a l w o r l d , t h a t ' s not your o n l y expense t h a t 
goes up, your u t i l i t i e s go up, your r e n t goes up, 
wh a t e v e r . 
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The o t h e r t h i n g t h a t I would r e a l l y l i k e t o 
p o i n t out t h a t d i s t u r b s me i s t h a t we were at one tim e 
v e r y a c t i v e i n our community, we s u p p o r t e d a l l t h e 
l o c a l , you know, t h i n g s , t h e b a s e b a l l p e o p l e and t h e 
chamber and okay, but my husband, i n o r d e r t o make 
ends meet, had t o s t a r t w o r k i n g an av e r a g e of 55 t o 65 
ho u r s a week, sometimes more, was t o t a l l y u n a v a i l a b l e 
t o my f a m i l y and was u n a v a i l a b l e t o do any community 
a c t i v i t i e s , l e s s e n e d my a b i l i t y t o be i n v o l v e d i n 
community a c t i v i t i e s , and we had no money t o d o n a t e . 
We no l o n g e r c o u l d s u p p o r t t h e community t h a t we had 
been i n v o l v e d w i t h f o r a l l t h o s e y e a r s . 

We had t o d r a m a t i c a l l y d e c r e a s e our 
r e t i r e m e n t , t h e c o n t r i b u t i o n s t o our r e t i r e m e n t f u n d . 
We had t o d r a m a t i c a l l y d e c r e a s e t h e c o n t r i b u t i o n s t o 
my c h i l d r e n ' s c o l l e g e f u n d s . A t one p o i n t , we s t o p p e d 
c o n t r i b u t i n g t o e i t h e r f o r s e v e r a l y e a r s . I don't 
know, I'm 50-some y e a r s o l d and I'm a l i t t l e w o r r i e d 
about r e t i r e m e n t and my k i d s ' c o l l e g e . 

I n t h e p a s t two y e a r s , w i t h my $2,000 
d e d u c t i b l e , I s t o p p e d p u r s u i n g h e a l t h c o n c e r n s , I j u s t 
d i d n ' t go t o f i n d out i f t h e r e was a p r o b l e m , because 
I d i d n ' t want t o pay t h e d e d u c t i b l e . I mean, 
o b v i o u s l y had i t been a c r i s i s , I would have, but you 
know. I w o r r y about my husband's h e a l t h i n c e s s a n t l y . 



TRANSCRIPT OF PROCEEDINGS 

he's w o r k i n g t o o many h o u r s i n a p h y s i c a l l y demanding 
j o b , he d o e s n ' t s l e e p , he l a y s awake at n i g h t and 
w o r r i e s : W i l l he make enough n e x t month t o pay the 
premium? W i l l we be a b l e t o pay f o r our k i d s c o l l e g e ? 
W i l l we have any money i n our r e t i r e m e n t f u n d s ? We're 
b o t h i n our f i f t i e s . So I w o r r y about him, f r a n k l y , 
a l l t h e t i m e . 

L e t me j u s t ad l i b h e r e t o say t h a t he was not 
supposed t o be s t i l l f i x i n g c a r s a t h i s age, we were 
g o i n g t o expand and he would be managing, but 
h e a l t h c a r e c o s t s j u s t p r o h i b i t e d t h a t e x p a n s i o n . I do 
c o n t r i b u t e by w o r k i n g i n a s c h o o l d i s t r i c t so t h a t I 
can c o n t r i b u t e t o our f a m i l y ' s e x p e n s e s , but I have t o 
work p a r t t i m e , I cannot go f u l l t i m e because my 
husband needs me t o do the a d m i n i s t r a t i v e t a s k s at the 
b u s i n e s s , and somebody has t o be aro u n d when you've 
got k i d s , and because he's al w a y s w o r k i n g , I t r y t o be 
somewhat a c c e s s i b l e t o my c h i l d r e n . 

We have been a c t i v e l y l o b b y i n g f o r h e a l t h c a r e 
r e f o r m f o r t h e p a s t s e v e r a l y e a r s and we w i l l c o n t i n u e 
t o do so. The a n x i e t y and a p p r e h e n s i o n has not 
l e s s e n e d . We s t i l l h a v e n ' t p l a n n e d t o r e i n v e s t or 
expand, we s t i l l don't f e e l c o n f i d e n t we c o u l d send 
our k i d s t o c o l l e g e or have a s e c u r e r e t i r e m e n t . T h i s 
u n c e r t a i n t y c o n t i n u e s b ecause o f t h e v o l a t i l i t y of the 
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i n s u r a n c e market and t h e l a c k o f r e g u l a t i o n . 
We have begged and w i l l c o n t i n u e t o beg our 

l e g i s l a t o r s f o r f a i r and a f f o r d a b l e a c c e s s t o 
h e a l t h c a r e f o r a l l o f us i n t h e m i d d l e c l a s s who work 
so h a r d and p l a y by the r u l e s . 

Thank you. 
MR. ROSEN: Good m o r n i n g and tha n k you 

f o r t h e o p p o r t u n i t y t o l e t me s peak i n f r o n t of such a 
v a s t room and members o f t h e -- t h e Co n g r e s s and our 
P e n n s y l v a n i a L e g i s l a t u r e . 

C a r o l y n a c t u a l l y has s a i d many o f t h e t h i n g s 
t h a t I would have s a i d , so I'm not g o i n g t o r e a d t h e 
t e s t i m o n y t h a t I have w r i t t e n out f o r you, h o p e f u l l y 
you have i t . 

The r e a s o n I'm her e i s because when I was t o l d 
t h a t our i n s u r a n c e premium was g o i n g t o i n c r e a s e by 
73 p e r c e n t , my pacemaker a c t u a l l y t o o k a d e t o u r and 
t h a t ' s p r o b a b l y -- you know, I've o n l y had t h e 
pacemaker f i v e and a h a l f y e a r s , my w i f e happened t o 
have b r e a s t c a n c e r f i v e y e a r s ago. I n my t e s t i m o n y , I 
say i n s p i t e of t h a t , I'm as h e a l t h y as a h o r s e , and 
I ' l l c h a l l e n g e any o f you t o a game o f t e n n i s or 
squash and I ' l l p r o v e t h a t . 

But I guess t he b o t t o m l i n e i s , I was as k e d t o 
g i v e you the d e t a i l s and I t h i n k t h e i m p o r t a n t t h i n g 
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i s f o r me, w h i c h i s s e l f - i n t e r e s t , t h a t my i n s u r a n c e 
i s g o i n g from about $19,000 -- and when I say mine, my 
s m a l l company, $19,000 l a s t y e a r w h i c h ended 
June 3 0 t h , and e f f e c t i v e J u l y 1, j u s t 20 days ago, I 
w i l l have t h e p l e a s u r e , i f I c o n t i n u e w i t h t h e p o l i c y 
w i t h Highmark, of p a y i n g $32,500, 32,243 t o be e x a c t , 
t h a t i n c l u d e s t h e $1,000 d e d u c t i b l e . 

My w i f e i s a p s y c h i a t r i c s o c i a l w o r k e r and i s 
h e r e . That b a s i c a l l y w ould be her s a l a r y , you know, 
of what she makes by p e r f o r m i n g t h e j ob t h a t she does 
i n a p r i v a t e p r a c t i c e . 

J u s t as a q u i c k p r o l o g u e t o t h e s e comments, 
I' d l i k e you t o know t h a t f o r 18 y e a r s , I worked f o r 
s ome f a i r l y l a r g e companies i n the c o a l and i n t h e 
s t e e l b u s i n e s s . I worked f o r a group t h a t was c o v e r e d 
by U n i t e d Mine Workers p l a n s and a l s o by U n i t e d 
S t e e l w o r k e r p l a n s , so I was s p o i l e d , we were s p o i l e d , 
and when I l e f t them i n 20 01 and formed my own 
b u s i n e s s , I had t h e p r i v i l e g e o f s t a y i n g w i t h t h e i r 
i n s u r a n c e f o r about a y e a r , w e l l , a c o u p l e y e a r s , and 
th e n on COBRA, w h i c h y o u ' r e p r o b a b l y a l l f a m i l i a r 
w i t h , w h i c h c a r r i e d me u n t i l 2005. Those premiums a r e 
l i k e $900 a y e a r , e x c use me, $900 a month. Okay. You 
c o u l d do the math, b u t , you know, you get s p o i l e d . 

And t h e n you e n t e r t h e r e a l w o r l d when you end 
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up w i t h a s m a l l b u s i n e s s , as we have, and you r e a l i z e 
t h a t we're no l o n g e r -- f o r some r e a s o n , my h e a l t h 
changed t h e day t h a t I l e f t and formed my own company. 
Now, I'm the same p e r s o n I was the day b e f o r e t h a n 
when I t h e n formed my own b u s i n e s s and y e t , my 
i n s u r a n c e l i t e r a l l y went up 101 p e r c e n t . And you can 
see i t i n t h e i n f o r m a t i o n I've l i s t e d . 

But a g a i n , you know, I don't l i k e t o l o o k back 
so much i n h i s t o r y , but i t ' s i n t e r e s t i n g t h a t , you 
know, o b v i o u s l y t h e U n i t e d Mine Workers and t h e 
S t e e l w o r k e r s , t h e y s h o u l d be v e r y p r o u d of t h e f a c t 
t h a t t h e y have w o n d e r f u l i n s u r a n c e and i t ' s such -¬
w e l l , c a l l i t a p e r k or c a l l i t w h a t e v e r you want, but 
i t ' s a w o n d e r f u l t h i n g . 

What I do want t o do r e a l q u i c k l y i s r e a d a 
l e t t e r t o you and i t ' s a v e r y s h o r t l e t t e r . When I 
was so annoyed by t h e amount t h a t my i n s u r a n c e was 
g o i n g t o go up, I s e n t a l e t t e r f i g u r i n g oh, maybe the 
P e n n s y l v a n i a I n s u r a n c e Department would h e l p me and so 
i t was s e n t , and I r e c e i v e d a r e s p o n s e from Roger 
L i s i , L - i - s - i , he's the H a r r i s b u r g r e g i o n a l manager, 
and b a s i c a l l y what I t o l d him i s e x a c t l y what I j u s t 
t o l d you, t h a t my i n s u r a n c e i s g o i n g up 73 p e r c e n t . 

He s a i d . Dear Mr. Rosen -- and I gave him t h e 
d e t a i l s . He s a i d , t h a n k you f o r your p a t i e n c e as we 
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r e v i e w your c o n c e r n s and a n a l y z e t h e imp a c t o f 
Highmark's t r a n s i t i o n o f a s m a l l e m ployer group 
b u s i n e s s t o i t s f o r - p r o f i t s u b s i d i a r y , Highmark H e a l t h 
I n s u r a n c e Company, on your b e h a l f or on your premium. 
Based on our r e v i e w , i t a p p e a r s -- and i f you can 
e x p l a i n t h i s a f t e r I r e a d i t , I ' d be v e r y happy. 
Based on our r e v i e w , i t a p p e a r s t h a t your premium 
i n c r e a s e i s one t h a t we cannot a d d r e s s under t he 
c u r r e n t law. However, we d i d r e v i e w t he c a l c u l a t i o n s 
u s ed i n your s p e c i f i c i n s t a n c e t o c o n f i r m t h a t t h e 
a p p l i c a t i o n was c o n s i s t e n t w i t h t h e me t h o d o l o g y 
Highmark r e p r e s e n t e d i s b e i n g a p p l i e d u n i f o r m l y 
t h r o u g h o u t t h e t r a n s i t i o n . T h a t ' s g o b b l e d e g o ok t o me, 
but maybe you guys f i g u r e i t o u t . 

As we have s t a t e d p r e v i o u s l y . G o v e r n o r R e n d e l l 
and C o m m i s s i o n e r A r i o have been s t r o n g a d v o c a t e s f o r 
l e g i s l a t i o n t h a t would g i v e t h e I n s u r a n c e Commission 
r a t e r e v i e w a u t h o r i t y and s p e c i f i c s t a n d a r d s f o r 
l i m i t i n g r a t e i n c r e a s e and s t o p p i n g o t h e r u n f a i r 
r a t i n g p r a c t i c e s . You can a s s i s t i n t h i s e f f o r t by 
c o n t a c t i n g your l o c a l l e g i s l a t o r s and e x p l a i n your 
s i t u a t i o n and by g i v i n g us p e r m i s s i o n t o s h a r e y o u r 
s t o r y . 

W e l l , you have my p e r m i s s i o n . So what a r e 
you -- what's g o i n g t o be done? I mean, t o me, t h i s 
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i s -- I mean, r e a l l y , t h i s i s p a t h e t i c . 
( A p p l a u s e . ) 

MR. ROSEN: So h e r e we a r e . I hope t h i s 
i s n ot a waste of t i m e . 

REP. DeLUCA: I t ' s not a waste o f t i m e , 
we w o u l d n ' t be he r e t o d a y . I t ' s not a waste of t i m e . 
T h i s i s not an easy i s s u e t h a t we can wave a magic 
wand and c o r r e c t t h e s i t u a t i o n . 

As R e p r e s e n t a t i v e Boyd s a y s , t h e r e ' s a l o t of 
moving f a c t o r s h e r e , we're t r y i n g t o get a h a n d l e on 
i t . We've been w o r k i n g on h e a l t h c a r e . I t h i n k what 
th e C o m m i s s i o n e r i s s a y i n g , we're one of two s t a t e s 
t h a t don't have t h e a u t h o r i t y f o r s m a l l group r e f o r m . 

House B i l l 7 4 6 has been l i n g e r i n g o v e r i n t h e 
Senate t h a t t h i s Committee p a s s e d b i p a r t i s a n l y and the 
House p a s s e d f o r o v e r a y e a r , i t h a s n ' t moved. We a r e 
w o r k i n g on i t . I t ' s not our f a u l t t h a t we c a n ' t move 
i t out of t h e S e n a t e . U n f o r t u n a t e l y , t h e r e ' s two 
b o d i e s out t h e r e , b ut t h i s House b i p a r t i s a n l y and t h i s 
Committee b i p a r t i s a n l y has moved s m a l l group r e f o r m t o 
the Senate w h i c h would g i v e t h e Co m m i s s i o n e r t he 
power. H e ' l l be up h e r e , i f you can l e a v e t h a t l e t t e r 
r i g h t on t h a t t a b l e t h e r e , he's t h e n e x t one t o 
t e s t i f y , w e ' l l have him g i v e you an e x p l a n a t i o n of 
t h i s l e t t e r . 
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L e t me say t h i s t o you, we t a l k about j o b s , we 
t a l k about economic d e v e l o p m e n t , and now we have t h r e e 
b u s i n e s s p e o p l e t h e r e and you s t a t e d t h a t you were 
g o i n g t o expand, and because of t h e h e a l t h c a r e i s s u e 
t h a t you weren't g o i n g t o expand, because you c o u l d n ' t 
a f f o r d i t . I t h i n k t h e r e ' s nobody up he r e t h a t 
d o e s n ' t u n d e r s t a n d t h a t s m a l l b u s i n e s s e s i s t h e 
backbone of t h i s c o u n t r y , we need t o t r y t o keep i t . 
H e a l t h c a r e i s a b i g p a r t o f what your expenses a r e and 
what you a r e a b l e t o -- some of you a r e w o r k i n g on 
m a r g i n a l p r o f i t s . 

I was i n s m a l l b u s i n e s s , you don't make t h a t 
much. I t ' s between e x p a n d i n g o r c o v e r i n g y o u r 
employees and y o u r s e l f , you have t h e o p t i o n t o expand. 
I u n d e r s t a n d t h a t . T h a t ' s what t h e s e h e a r i n g s a r e 
about as f a r as you say -- we a r e w o r k i n g on i t . 

T h i s i s not an i s s u e t h a t we a r e j u s t h a v i n g a 
dog and pony show. T h i s Committee d o e s n ' t work l i k e 
t h a t . I don't work l i k e t h a t . We t r y t o get answers. 
I have a p r o b l e m w i t h some of t h e s e i n s u r a n c e 
c a r r i e r s , and t h a t i s t h a t t h e r e ' s no c o m p e t i t i o n out 
t h e r e . We went t o UPMC and UPMC i s t r y i n g t o b r e a k 
i n t o t h e Highmark m a r k e t , t h e y had a p p r o x i m a t e l y 69 or 
70 p e r c e n t . You m e n t i o n e d t h e f a c t t h a t you don't 
know what your premiums a r e g o i n g t o be once t h e y get 



TRANSCRIPT OF PROCEEDINGS 

a market s h a r e , who knows, so we don't know t h a t . 
I f i n d i t i r o n i c t h a t we do so much 

a d v e r t i s i n g i n h e a l t h c a r e , we had boxes i n e v e r y 
s t a d i u m , I don't know what t h a t has t o do w i t h 
h e a l t h c a r e . I don't know what a m i l l i o n d o l l a r s i g n 
has t o do w i t h UPMC down i n t h e town has t o do about 
h e a l t h c a r e . 

( A p p l a u s e . ) 
REP. DeLUCA: The money we spend f o r t h i s 

a d v e r t i s i n g , maybe i t would be b e t t e r t o re d u c e our 
premiums i n s t e a d of -- because t h e r e i s no c o m p e t i t i o n 
out t h e r e . The o n l y c o m p e t i t i o n out t h e r e i s f o r t h e 
younger g r o u p s , t h e i n s u r a n c e c a r r i e r s come i n and 
c h e r r y p i c k t h e younger i n d i v i d u a l s , and n a t u r a l l y 
when y o u ' r e young, you have l e s s h e a l t h p r o b l e m s , so 
n a t u r a l l y , you can a f f o r d t o have l e s s premiums, 
b e c a u s e t h e y c e r t a i n l y -- and you have t h e s t a t i s t i c s 
on i t . We need t o get a h a n d l e on t h a t . 

I t g a l l s me when I s t a r t s e e i n g a l l t h e s e 
f a n c y b r o c h u r e s when i t comes t o my house t h a t e n t i c e s 
me t o -- w e l l , i t d o e s n ' t e n t i c e me, but c e r t a i n l y i t 
c o s t s a l o t of money and I don't know how much b e n e f i t 
i t does, because of the f a c t t h e r e ' s no c o m p e t i t i o n 
out t h e r e . So I t h i n k t h a t t h a t ' s one o f t h e t h i n g s 
we need t o l o o k a t . Any q u e s t i o n s ? 
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R e p r e s e n t a t i v e G r u c e l a . 
REP. GRUCELA: J u s t a comment, Mr. 

Chairman. I c a n ' t h e l p i t , b ut you opened t h e door 
f o r me t o make a comment on t h e f a c t t h a t t h e 
l e g i s l a t i o n i s i n t h e S e n a t e . I have been an a d v o c a t e 
of t h e u n i c a m e r a l l e g i s l a t u r e s i n c e you t a l k e d about 
r e f o r m , so I would o n l y say t h a t my i d e a , w ould i t 
come t o f r u i t i o n , t h a t you'd have a p a r t of t h e 
s o l u t i o n . Thank you. 

REP. DeLUCA: And w i t h a l l due r e s p e c t , 
he's a b s o l u t e l y r i g h t , b ecause t he House does a l l t h e 
work, t he o t h e r S e n a t e , t h e Senate i s l i k e t h e c o u n t r y 
c l u b o v e r h e r e , i t d o e s n ' t do a n y t h i n g , i n my o p i n i o n . 
I c o u l d t a k e t h a t t o t h e Senate and l e t them know 
t h a t . 

R e p r e s e n t a t i v e P a s h i n s k i . 
REP. PASHINSKI: Thank you, Mr. Chairman. 

O n l y t h e c h a i r m a n can be so f r a n k on t h a t . 
But i f I c o u l d j u s t s h a r e one t h i n g w i t h you, 

f i r s t of a l l , t o a l l of you t h a t a r e he r e t o d a y , t h e 
c h a i r m a n t h a n k e d a l l of you, l e t me r e i n f o r c e t h a t 
a g a i n . 

The o n l y l o b b y t h a t i s g o i n g t o be l a r g e 
enough t o make t h e changes i n h e a l t h c a r e t h a t we need 
i s you. Your s t o r i e s i m p a c t a c r o s s a l l p a r t y l i n e s . 
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T h i s s h o u l d n e v e r be a p o l i t i c a l i s s u e , t h i s i s about 
th e h e a l t h and t h e w e l f a r e of A m e r i c a n s . 

I'm g o i n g t o use a te r m c a l l e d an A c t i v e 
A m e r i c a n H u m a n i t a r i a n i s m . And A c t i v e A m e r i c a n 
H u m a n i t a r i a n i s m , you know what, maybe you s h o u l d n ' t 
make 19 p e r c e n t p r o f i t , maybe you s h o u l d make two; 
maybe you s h o u l d n ' t make 15 p e r c e n t , maybe you s h o u l d 
make two. Why? Because t h a t $30,000 t h a t y o u ' r e 
p a y i n g , t h a t c o u l d be g o i n g back i n t o t h e economy and 
g e t t i n g us out of t h i s economic r e c e s s i o n . 

( A p p l a u s e . ) 
REP. PASHINSKI: We're not t a l k i n g about 

s m a l l money h e r e , we're t a l k i n g about hundreds o f 
b i l l i o n s of d o l l a r s . And t h a t A c t i v e A m e r i c a n 
H u m a n i t a r i a n i s m s h o u l d go out t o e v e r y b o d y . That i s 
t h o s e humongous companies t h a t a r e so l a r g e i t ' s v e r y 
d i f f i c u l t , you know, i n o r d e r t o change, but as an 
A m e r i c a n and we as A m e r i c a n s , we have t o work t o g e t h e r 
on t h i s . 

And a g a i n , what t h e c h a i r m a n i n d i c a t e d , we 
p a s s e d t h a t l e g i s l a t i o n out o f the House. We c a n ' t 
get i t out o f t h e S e n a t e . T h i s i s where you guys come 
i n . So your t e s t i m o n y i s a b s o l u t e l y c r i t i c a l t o make 
s ure t h a t e v e r y o n e out t h e r e knows t h e s e a r e the 
f a c t s , and i t ' s not one p o l i t i c a l group a g a i n s t 
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a n o t h e r . These a r e the f a c t s . These a r e human 
s t o r i e s o f p e o p l e of a l l p o l i t i c a l d i v i d e s . 

Thank you v e r y much f o r your t e s t i m o n y , y o u ' r e 
g o i n g t o h e l p y o u r own cau s e . Thank you. 

(Ap p l a u s e . ) 
REP. DeLUCA: Thank you. Chairman 

S t u r l a . 
REP. STURLA: Thank you. I a p p r e c i a t e 

your t e s t i m o n y , because what we've h e a r d h e r e i s , you 
t a l k e d about 30 t o a hundred p e r c e n t i n c r e a s e s i n 
premiums, you t a l k e d about when you were a b l e t o 
f i n a l l y f i g u r e out a d i f f e r e n t i n s u r a n c e company, you 
had t o make s u r e t h a t t h e d o c t o r s s t i l l f i t i n t o t h a t 
c a t e g o r y t h a t you wanted, so you were l i m i t e d as t o 
wh i c h i n s u r a n c e companies you might even be a b l e t o go 
w i t h so t h a t you c o u l d keep yo u r d o c t o r . 

You t a l k e d a b o u t , you know, $7,000 
d e d u c t i b l e s , t h o s e k i n d s o f t h i n g s , and when I l o o k at 
the r e c e n t d e b a t e t h a t t h e r e has been on h e a l t h c a r e i n 
the l a s t c o u p l e o f y e a r s , p e o p l e were b a s i c a l l y i n the 
s t r e e t s c h a n t i n g about t he f a c t t h a t t h e y d i d n ' t want 
a g o v e r n m e n t - r u n h e a l t h p l a n . 

The o n l y g o v e r n m e n t - r u n h e a l t h p l a n t h a t t h e r e 
c u r r e n t l y i s i s c a l l e d M e d i c a r e and i t ' s got about a 
t h r e e p e r c e n t o p e r a t i n g o v e r h e a d . You can choose 
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w h a t e v e r d o c t o r you want, y o u ' r e g u a r a n t e e d c o v e r a g e , 
and t h a t ' s t h e bad t h i n g t h a t p e o p l e were p r o t e s t i n g 
a g a i n s t , and t h e n I he a r t h e s e k i n d s of s t o r i e s and I 
go, I don't u n d e r s t a n d why t h e r e ' s not t h e same 
o u t r a g e i n t h e s t r e e t . I t h i n k we're s t a r t i n g t o see 
a l i t t l e b i t of i t h e r e , but when you a l l a r e t a l k i n g 
about a 40 or 50 p e r c e n t i n c r e a s e and not b e i n g a b l e 
t o even use your i n s u r a n c e t h a t you p a i d f o r , because 
you have a $7,000 d e d u c t i b l e and h a v i n g t o w o r r y about 
w h i c h d o c t o r y o u ' r e a b l e t o go t o , I s t a r t t o wonder 
where t he b a l a n c e i s h e r e , what i s i t t h a t we're g o i n g 
t o do h e r e . 

And so I a p p r e c i a t e you b r i n g i n g t h i s 
i n f o r m a t i o n t o us, because i t arms us w i t h i n f o r m a t i o n 
when p e o p l e say we don't want you t o do the a d u l t B a s i c 
p l a n , we don't want you t o do s o m e t h i n g e l s e , we j u s t 
want t o have i t be t h e f r e e market system. W e l l , you 
j u s t t o l d me t h a t t h e f r e e market system, as i t w i l l , 
i s k i l l i n g you, i t ' s k i l l i n g you. And t h e r e ' s a p o i n t 
where e i t h e r we got t o f i g u r e out how t o make t h a t 
f r e e market s y s t e m work, by a consumer a d v o c a t e or 
so m e t h i n g e l s e , o r we got t o f i g u r e out a d i f f e r e n t 
s y s t e m . Because t h i s i s u n s u s t a i n a b l e . 

( A p p l a u s e . ) 
REP. DeLUCA: Thank you. Chairman. 
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R e p r e s e n t a t i v e Boyd. 
REP. BOYD: I f I can ask a q u i c k 

q u e s t i o n , C a r o l y n -- i s t h a t okay i f I c a l l you 
C a r o l y n ? 

MS. FRANKS: Yes, i t i s . 
REP. BOYD: I n you r t e s t i m o n y , you 

m e n t i o n e d t h a t a f t e r you p a n i c k e d , you were t o l d by an 
SMC r e p r e s e n t a t i v e t h a t you can choose from d i f f e r e n t 
c a r r i e r s and you s p e c i f i c a l l y m e n t i o n e d t h a t s o m e t h i n g 
changed. What changed t h a t gave you the a b i l i t y t o go 
from, what gave you the a b i l i t y t o go t o UPMC t h e n 
PPO? You s a i d s o m e t h i n g changed. What changed, do 
you know o f f h a n d ? 

MS. FRANKS: You mean i n my p e r s o n a l 
s i t u a t i o n or w i t h t h e SMC? 

REP. BOYD: W i t h SMC. 
MS. FRANKS: I cannot answer t h a t 

q u e s t i o n . I was t o l d I had f u r t h e r o p t i o n s , w h i c h we 
had not had i n t h e p a s t , b ut I cannot t e l l you why. 

REP. BOYD: Okay. I t would be n i c e i f we 
c o u l d f i n d t h a t out at some p o i n t , Mr. Chairman. 

REP. DeLUCA: I f you c o u l d get t h a t 
i n f o r m a t i o n , r e l a y t h a t i n f o r m a t i o n , we'd a p p r e c i a t e 
t h a t . Any o t h e r q u e s t i o n s ? 

L e t me a l s o s t a t e t h e f a c t t h a t , you know. 
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even though we a r e t h e r e p r e s e n t a t i v e s up h e r e , we t r y 
t o do our b e s t , we're t r y i n g t o get l e g i s l a t i o n 
p a s s e d , t h e p u b l i c a l s o has a r o l e t o p l a y because our 
newspapers and our news media out t h e r e d o e s n ' t seem 
to c o v e r t h i s t y p e o f s i t u a t i o n . I f t h e r e was an 
e l e c t e d o f f i c i a l who happened t o do s o m e t h i n g wrong, 
t h i s p l a c e would be w i t h h e l i c o p t e r s , TV cameras and 
ev e r y b o d y e l s e would be h e r e . 

T h i s i s a c r i t i c a l t h i n g f o r p e o p l e , i t ' s not 
o n l y t h e s m a l l b u s i n e s s p e o p l e , i t ' s t h e p e o p l e t h a t 
don't have -- t h e u n i n s u r e d , t h e u n i n s u r e d p e o p l e out 
t h e r e who c a n ' t a f f o r d any i n s u r a n c e because of the 
f a c t t h a t t h e y ' r e -- some of them a r e making j u s t a 
l i t t l e b i t more t h a n minimum wage and t h e y don't 
q u a l i f y . I t has t o be -- you need t o put t h i s out 
t h e r e t o the p u b l i c , t o t h e news media and l e t them 
know what's g o i n g on, how i t ' s a f f e c t i n g t h e 
b u s i n e s s e s you have. 

I t ' s n i c e t o send us l e t t e r s and t h a t , b ut you 
a l s o need t o get out t h e r e and t a l k t o t h e newspapers, 
t a l k t o t h e e d i t o r i a l b o a r d s . We need your h e l p . 
T h a t ' s what I'm t r y i n g t o say. We need your h e l p t o 
h e l p us, and nobody, no s m a l l b u s i n e s s e s , l i k e 
R e p r e s e n t a t i v e Boyd, he's i n a s m a l l b u s i n e s s , and I 
was i n y e a r s ago. U n f o r t u n a t e l y , h e a l t h c a r e wasn't 
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t h a t h i g h at t h a t t i m e , so we u n d e r s t a n d your p l i g h t 
and your -- we're l o o k i n g t o work f o r you. 

MR. SNYDER: I s t h e news media h e r e 
t o d a y ? 

REP. DeLUCA: Yes, t h e news media i s he r e 
t o d a y , and t h a t ' s why we had t h e h e a r i n g s . The 
h e a r i n g s b r i n g out t h e news media. 

We a l s o need t o -- when y o u ' r e done out h e r e , 
you a l s o need t o c o n t i n u e , you j u s t don't have a 
h e a r i n g h e r e and one s t o r y i n t h e p a p e r . I t has t o be 
a c o n t i n u o u s t h i n g . I say t h a t t o a l o t of g r o u p s , 
b e c a u s e we j u s t l e a v e t h e s e h e a r i n g s , and even though 
t h e y get one-day c o v e r a g e , PCN does a tremendous j o b , 
of a l l t h e p e o p l e out t h e r e t h a t a r e g o i n g t o be 
w a t c h i n g t h i s p r ogram t o get t h a t message o u t , because 
h e a l t h c a r e r e s o n a t e s w i t h a l o t of p e o p l e , t h e y know 
t h a t t h e i r h e a l t h c a r e has gone up, t h e d e d u c t i b l e s 
have gone up, t h e copays and e v e r y t h i n g e l s e , so i t ' s 
c o s t i n g them a l o t more money out of t h e i r p o c k e t . 
The r a t e s go up and a l s o t h e copays go up, so i t ' s a 
d o u b l e h i t . 

We a r e w o r k i n g on i t . As I s a i d , we s e n t a 
b i l l o v e r t h e r e i n t o t h e Senate a y e a r ago t o a d d r e s s 
t h e s i t u a t i o n . We're l o o k i n g t o work w i t h them, we're 
l o o k i n g t o work w i t h them, i f t h e y don't l i k e i t , send 
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us s o m e t h i n g back. T e l l us what t h e y don't l i k e about 
House B i l l 746, we work t o g e t h e r , we need t o work 
t o g e t h e r . 

T h i s s t u f f , p a r t i s a n s h i p , out t h e r e d o e s n ' t 
s e r v e any of t h e c i t i z e n s i n P e n n s y l v a n i a , t h a t ' s from 
the n a t i o n a l l e v e l down t o t h e s t a t e l e v e l . I t ' s t i m e 
t h a t we a l l u n d e r s t a n d t h a t we a r e e l e c t e d by a l l t h e 
p e o p l e r e g a r d l e s s of whether y o u ' r e a Democrat, 
R e p u b l i c a n , n o n - p a r t i s a n , w h a t e v e r you want t o c a l l 
i t , we r e p r e s e n t -- once we're e l e c t e d , we s h o u l d drop 
the p a r t y l a b e l and work f o r t h e p e o p l e . T h a t ' s t h e 
way I f e e l . 

A g a i n , I want t o tha n k you f o r your t e s t i m o n y 
and c e r t a i n l y I l o o k f o r w a r d t o your i d e a s on how we 
can change t h e s i t u a t i o n . 

( A p p l a u s e . ) 
REP. DeLUCA: N e x t , we're g o i n g t o b r i n g 

up t h e i n s u r a n c e c o m m i s s i o n e r , Mr. A r i o , and t h e y l e f t 
t h a t c o r r e s p o n d e n c e f o r you so t h a t you can l o o k at i t 
and maybe you might want t o g i v e them a r e s p o n s e t o 
what your s t a f f i s s a y i n g t h e r e . 

Welcome, C o m m i s s i o n e r , you c e r t a i n l y -- I have 
t o say w o r k i n g w i t h you has been an honor, you 
c e r t a i n l y had t h e c i t i z e n s of P e n n s y l v a n i a , as one of 
the few i n s u r a n c e c o m m i s s i o n e r s , a t h e a r t . I want t o 
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commend you f o r t h a t , you've been d o i n g a tremendous 
j o b , i t ' s n ot an easy j o b , and I j u s t want t o commend 
you f o r what you've been d o i n g . 

MR. ARIO: Thank you, Mr. Chairman, thank 
you, members of t h e Committee. I t has a been a g r e a t 
p a r t n e r s h i p , I w i s h we c o u l d get t h e Senate i n t o t h a t 
p a r t n e r s h i p and have r e a l h e a l t h r e f o r m h e r e i n 
P e n n s y l v a n i a . 

I came h e r e t h r e e y e a r s ago t o be c o m m i s s i o n e r 
p r i m a r i l y t o f i g h t f o r h e a l t h c a r e r e f o r m , so i t p a i n s 
me t o be i n t h i s room t o d a y and say t h a t we have not 
g o t t e n t h a t j o b done. We j u s t have h i t g r i d l o c k , as 
i t ' s been s a i d r e p e a t e d l y h e r e , between t he House and 
the S e n a t e , so we j u s t h a v e n ' t g o t t e n t h a t j o b done. 

We have made some p r o g r e s s : We s a i d no t o a 
c o n s o l i d a t i o n , I t h i n k , t h a t would have made t h i n g s 
worse f o r consumers i n t h i s s t a t e . We p a s s e d some 
mi n o r r e f o r m s , e x t e n d e d COBRA c o v e r a g e , e x t e n d e d 
c o v e r a g e t o d e p e n d e n t s , but t h e c o r e i s s u e of whether 
i n s u r a n c e companies s h o u l d be a b l e t o l o o k at you and 
say i f you've got h e a l t h p r o b l e m s , we're g o i n g t o 
ch a r g e you a l o t more money f o r i n s u r a n c e o r we're 
g o i n g t o d r i v e you out of the market e n t i r e l y , t h a t 
needs t o end. I t needs t o end now and t h a t ' s why I'm 
her e t o d a y t o s u p p o r t t h a t . 
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I a l w a y s have a mixed r e a c t i o n when I l i s t e n 
t o t h e s t o r i e s t h a t we he a r t o d a y and we he a r many 
more i n our o f f i c e . On t h e one hand, t h e y p a i n me 
because t h e r e s h o u l d n ' t be t h a t s i t u a t i o n . On t h e 
o t h e r , I'm i n s p i r e d b ecause when I go back t o 
H a r r i s b u r g , I h e a r a l o t o f p e o p l e say w e l l , where a r e 
the p r o b l e m s ? There a r e n ' t t o o many p r o b l e m s i n 
h e a l t h c a r e , a r e t h e r e ? And t h e y j u s t don't see t h e 
pr o b l e m s t h a t a r e out t h e r e . 

So t h i s i n s p i r e s me, t o o , t o come h e r e t o d a y 
and see t h a t t h e r e a r e p e o p l e d e m o n s t r a t i n g t h o s e 
p r o b l e m s and I c o u l d n ' t agree more w i t h what's been 
s a i d t h i s m o r n i n g about how, i n o r d e r t o get t h i s 
done, p e o p l e have t o c o n t i n u e t o f i g h t . I t c a n ' t be 
done j u s t by you at t h a t t a b l e , i t c a n ' t be done j u s t 
by me at t h i s t a b l e , t h e r e ' s a r e a l f i g h t g o i n g on out 
t h e r e f o r t h i s whole c o u n t r y . 

There a r e p e o p l e who say t h a t h e a l t h r e f o r m 
t h a t d i d n ' t p a ss f e d e r a l l y ought t o be r o l l e d back, 
have t o o much government and t h a t we ought t o 
e l i m i n a t e t h o s e . Those w i l l make t h i n g s worse, we 
need t h o s e r e f o r m s and I am h e r e happy t o t e l l you 
t o d a y , t h a t i n 2014, because of what t he f e d e r a l 
government d i d t h i s y e a r , t h i s d i s c r i m i n a t i o n a g a i n s t 
p e o p l e who a r e s i c k and c h a r g i n g p e o p l e more money 
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s i m p l y because t h e y have h e a l t h c a r e c o s t s i s p e r v e r s e , 
i t ' s a g a i n s t h e a l t h p o l i c y . The p e o p l e who most need 
c o v e r a g e a r e t h e p e o p l e who have t h e h e a l t h p r o b l e m s , 
and i n s t e a d , t h e companies compete f o r a l l t h e p e o p l e 
t h a t don't need t h e c a r e and don't compete f o r t h e 
p e o p l e who a c t u a l l y need t h e p r o d u c t . And t h a t w i l l 
end i n 2014 i f i t ' s not r e p e a l e d . I t ' s a f i g h t . 
A g a i n , p e o p l e a r e s a y i n g t h e y s h o u l d r e p e a l i t , but we 
w i l l get t h e r e . 

What I want t o t a l k about some t o d a y i s what's 
g o i n g t o happen between now and 2014, because as you 
p o i n t o u t , between now and 2014, P e n n s y l v a n i a s t i l l 
s i t s w i t h some of t h e weakest laws i n t h e c o u n t r y . 

I h a t e t h e l a n g u a g e o f t h i s l e t t e r , B r u c e , 
Gary, W i l l i a m , Mark, C a r o l y n , B r u c e , a n o t h e r W i l l i a m , 
I h a t e t h a t we have t o w r i t e l e t t e r s l i k e t h i s . We 
w i l l go back and t r y t o improve on t h e l a n g u a g e , we 
don't need t o have as t e c h n i c a l an e x p l a n a t i o n o f t h e 
i s s u e s , b ut the b o t t o m l i n e i s , u n t i l t h e law changes, 
we c a n ' t f o r c e companies t o p r a c t i c e t h e i r b u s i n e s s 
d i f f e r e n t t h a n t h e y p r a c t i c e i t t o d a y . So t h e s e k i n d s 
of t h i n g s t h a t p e o p l e have t e s t i f i e d on t o d a y , 
sometimes we l o o k i n t o t h e d e t a i l s and sometimes we 
f i n d out t h a t t h e companies d i d n ' t f o l l o w t h e i r own 
r u l e s . T h a t ' s what Roger i s t r y i n g t o say h e r e , even 



TRANSCRIPT OF PROCEEDINGS 

though we don't have t h e a u t h o r i t y t o s t o p them, we 
can see i f t h e y d i d n ' t f o l l o w t h e i r own r u l e s , and i f 
t h e y d i d n ' t , sometimes we can h e l p consumers w i t h t h e 
s i t u a t i o n . But i f t h e y f o l l o w e d t h e i r own r u l e s , 
w h i c h t h e y get t o s e t f o r t h e m s e l v e s under t h e c u r r e n t 
law, we c a n ' t s t o p t h e s e k i n d s of p r a c t i c e s . We d i d 
add t h e l a n g u a g e i n t h e s e l e t t e r s , I know i t ' s s m a l l 
t a l k f o r somebody who's s u f f e r i n g , b ut t h a t ' s e x a c t l y 
t h e k i n d of p e r s o n who needs t o get out and t e l l t h e i r 
s t o r y t o t h i s Committee. 

I commend t h e p e o p l e who came he r e t o d a y , I 
know i t ' s not easy t o come and t e l l some of t h e s e v e r y 
p e r s o n a l s t o r i e s , b ut t h o s e a r e n e c e s s a r y p a r t s of the 
r e f o r m e f f o r t t h a t we have h e r e . So t h a t ' s what we're 
g o i n g t o f i g h t f o r . 

I'm g o i n g t o t a l k a l i t t l e b i t about a r e p o r t 
t h a t we r e l e a s e d t o d a y , b ut f r a n k l y , i t ' s a l o t of 
t e c h n i c a l g o b b l e d e g o o k about how we're t r y i n g t o 
r e f o r m t h e m a r k e t . I t s t i l l b a s i c a l l y comes down t o 
the f a c t t h a t i t ought not t o be l e g a l f o r i n s u r a n c e 
companies t o p r i c e i n s u r a n c e h i g h e r s i m p l y because 
somebody i s s i c k . A g a i n , t h a t ' s g o i n g t o be the law 
of t h e l a n d i n 2014. We ought t o get t h e r e b e f o r e 
2014 i n t h i s s t a t e . 

But we d i d an i n v e s t i g a t i o n t o l o o k a t e x a c t l y 
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t h e d e t a i l s of how t h a t ' s done i n the m a r k e t p l a c e 
t o d a y and we d i d i t because we have a l o n g - s t a n d i n g 
c o n c e r n w i t h t h e s e p r a c t i c e s , as you've s a i d 
r e p e a t e d l y , and I won't go i n t o any more d e t a i l about 
i t . House B i l l 746, most of t h e p r o b l e m s t h a t we're 
t a l k i n g about t o d a y would be gone. So t h i s group has 
done i t s work, i t ' s up t o the Senate t o do i t s work. 

So we t o o k a l o o k at what e x a c t l y does happen 
i n t h e market abs ent t h o s e r e f o r m s and one of t h e 
p r a c t i c e s we saw t h a t we r e a l l y don't l i k e i s t h e use 
of m e d i c a l q u e s t i o n n a i r e s , i n d i v i d u a l m e d i c a l 
q u e s t i o n n a i r e s i n t h e b u s i n e s s e n v i r o n m e n t . And t h e s e 
q u e s t i o n n a i r e s , p r o b a b l y a l o t of p e o p l e i n t h i s 
a u d i e n c e have seen them and had t o f i l l them o u t , 
t h e y ' r e p r e t t y i n v a s i v e , t h e y ask a l o t of d e t a i l e d 
q u e s t i o n s and t h e y not o n l y end up h u r t i n g you on your 
i n s u r a n c e i f you happen t o answer any of t h e q u e s t i o n s 
wrong about p a s t c l a i m s , t h e y can h u r t on your 
i n s u r a n c e even i f you have no c l a i m s y e t , b e c a u s e t h e y 
m i ght show a d i a g n o s i s t h a t somebody's computer 
program i s g o i n g t o show tomorrow w i l l l e a d t o c l a i m s . 
So t h e y ' r e not used j u s t t o p e n a l i z e p e o p l e f o r p a s t 
c l a i m s , t h e y ' r e used t o p e n a l i z e p e o p l e because t h e i r 
p r e d i c t i v e models s u g g e s t t h a t t h e y m ight have some 
c l a i m s i n t h e f u t u r e i f t h e y have a c e r t a i n d i a g n o s i s . 
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T h i s i s t h e k i n d of t h i n g t h a t w i l l end, a g a i n , i n 
2014 and ought t o end a l o t s o o n e r . 

What we f o u n d i n our s t u d y was t h a t seven o f 
the n i n e l a r g e s t i n s u r e r s i n t h e s t a t e use t h o s e 
q u e s t i o n n a i r e s . The o n l y two who don't a r e i r o n i c a l l y 
t h e c a r r i e r who i s k i n d of on t h e hot s e a t t o d a y , 
Highmark, and I wo u l d n ' t l e t them o f f t h e hot s e a t , 
but I would say t o you t h a t t h e y ' r e one of two 
c a r r i e r s t h a t ' s not u s i n g t h e most i n v a s i v e t e c h n o l o g y 
t o d a y and t h a t t h e y ' v e a g r e e d w i t h us, under some 
p r e s s u r e i n the n e g o t i a t i o n , not t o use t h o s e 
q u e s t i o n n a i r e s at l e a s t i n t o t h e n e x t a d m i n i s t r a t i o n , 
we c a n ' t c o n t r o l them a f t e r t h a t . 

So t h e r e i s the p o t e n t i a l f o r t h e s i t u a t i o n 
w i t h Highmark t o get worse r e l a t i n g t o t h o s e 
q u e s t i o n n a i r e s , and t h e y ' l l come up and t e l l you, i f 
a l l t h e o t h e r companies t h a t t h e y ' r e c o m p e t i n g w i t h 
get t o use them and get t o f i n d out who's got 
e x p e n s i v e c l a i m s and push t h o s e p e o p l e t o t h e s i d e or 
ch a r g e them a l o t more money, t h e n t h e y ' r e l i k e l y t o 
do i t , t o o . So t h e i r s o l u t i o n i s the one I agree 
w i t h , w h i c h i s e v e r y b o d y ought t o be p r o h i b i t e d from 
u s i n g t h o s e q u e s t i o n n a i r e s , b ut I ' l l l e t them speak 
f o r t h e m s e l v e s on t h a t . So t h a t ' s what we f o u n d , 
seven of the n i n e u sed i t . 
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C a r r i e r s l i k e t o say, w e l l , gee, when you l o o k 
i n t o t h e d e t a i l s , n ot t h a t many p e o p l e a r e p u n i s h e d by 
t h e s e q u e s t i o n n a i r e s , and the numbers we fo u n d them 
a t , 12 p e r c e n t , so about one out o f e i g h t p e o p l e a r e 
p u n i s h e d by t h e s e or a d v e r s e l y a f f e c t e d by t h e s e 
q u e s t i o n n a i r e s . So you say, w e l l , t h a t ' s not b i g a 
d e a l , 88 p e r c e n t of the p e o p l e a r e okay. W e l l , 
12 p e r c e n t o f P e n n s y l v a n i a i s l i k e a m i l l i o n p e o p l e , 
so i t ' s a l o t o f p e o p l e . 

And t he q u e s t i o n i s , why i s t h a t f a i r ? We do 
not a l l o w l a r g e b u s i n e s s e s t o say gee, we've got a 
c o u p l e p e o p l e who got c a n c e r l a s t y e a r , l e t ' s k i c k 
them out of our i n s u r a n c e p o o l , use t h e q u e s t i o n n a i r e , 
and c h a r g e them i n a s e p a r a t e -- i t d o e s n ' t happen i n 
the l a r g e b u s i n e s s w o r l d . Why do we a l l o w i t i n s m a l l 
b u s i n e s s because one p e r s o n out of two happens t o have 
a c l a i m , e s s e n t i a l l y s e g r e g a t e them o u t . So a s m a l l 
number of p e o p l e , b ut a v e r y b i g i m p a c t , and t h e y ' r e 
t h e p e o p l e t h a t most need t he c o v e r a g e . So i t ' s j u s t 
not a c c e p t a b l e and we need t o make i t end. 

Now t o Highmark i n p a r t i c u l a r and t h e n I ' l l 
t a k e q u e s t i o n s . Highmark, i n s p i t e o f t h e f a c t of not 
u s i n g t h e s e q u e s t i o n n a i r e s , t h e y have done what a l l 
t h e o t h e r c a r r i e r s i n t h e market have done, w h i c h i s 
get out from u n d e r n e a t h -- we have a l i t t l e s h r e d o f 
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r e g u l a t o r y a u t h o r i t y o v e r c e r t a i n n o n - p r o f i t s and 
HMOs, the B l u e s have been busy g e t t i n g out from 
u n d e r n e a t h t h a t c o v e r a g e , so t h a t t h e y can be under 
th e same k i n d o f freedom from r e g u l a t i o n as t h e 
c o m m e r c i a l c a r r i e r s a r e . Highmark was t h e l a s t t o do 
t h i s and t h e y d i d i t t h i s y e a r . We had no a u t h o r i t y 
t o s t o p i t . We've got p r o p o s a l s i n t h e l e g i s l a t u r e , 
t o o , t o c l o s e t h a t l o o p h o l e t o s t o p t h a t , b ut we don't 
have t h e a u t h o r i t y r i g h t now t o s t o p t h a t . So t h e y 
move t h a t b u s i n e s s , t h e y ' r e o u t s i d e o f our r e g u l a t i o n , 
and t h a t ' s even w i t h o u t q u e s t i o n n a i r e s t h e r e a r e a l o t 
of c o m p l a i n t s . 

I n f a c t , Highmark has got more c o m p l a i n t s t h a n 
any o t h e r c a r r i e r i n t h e l a s t y e a r w i t h us, but a g a i n , 
i t ' s m o s t l y because e v e r y b o d y e l s e i s a l r e a d y 
r e j e c t i n g a l l o f the bad r i s k s or c h a r g i n g them way 
up, and Highmark was k i n d of t h e o n l y game i n town, 
and now t h e y ' r e k i n d of s t a r t i n g t o do t h e same t h i n g 
as a l l t h e o t h e r c a r r i e r s . So we have no good 
s o l u t i o n s f o r a l o t of p e o p l e i n t h i s m a r k e t . 

The r i g h t s o l u t i o n i s s o m e t h i n g l i k e Senate 
B i l l 746, but we, i n t h e meantime, w i l l c o n t i n u e t o 
keep t h e heat on Highmark, we w i l l l o c a t e e v e r y one of 
t h o s e c o m p l a i n t s , w e ' l l do what we can, and t h e n most 
i m p o r t a n t l y , from my p e r s p e c t i v e , I mean, f i g h t i n g f o r 
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h e a l t h c a r e r e f o r m has been my p r o f e s s i o n a l d e d i c a t i o n 
f o r 15 y e a r s . I'm on my way t o B.C. from h e r e t o 
f i g h t a g a i n on some of t h o s e f e d e r a l i s s u e s , because 
th e i m p l e m e n t a t i o n o f t h a t f e d e r a l b i l l , t h e r e ' s a l o t 
at s t a k e i n how t h a t ' s done and i t needs t o be done i n 
the r i g h t way, so t h a t by 2014, nobody can t e l l t h e 
k i n d o f s t o r i e s t h a t p e o p l e t o l d t o d a y . 

But i n t h e meantime, we need t o t r y t o change 
th e s i t u a t i o n h e r e i n P e n n s y l v a n i a and I'm happy t h a t 
y o u ' r e h o l d i n g t h i s h e a r i n g and I r e a l l y , r e a l l y -- my 
h a t ' s o f f t o a l l t he p e o p l e who came he r e t o d a y t o 
t e s t i f y , b ecause i t i s , y o u ' r e r i g h t , t h e media 
d o e s n ' t c o v e r t h i s , t h e y c o v e r a s c a n d a l or s o m e t h i n g 
much more r e a d i l y t h a n t h e y ' l l c o v e r t h e s e k i n d s of 
s t o r i e s . But i f you j u s t keep p o u n d i n g i t i n day 
a f t e r day, e v e n t u a l l y some of t h i s w i l l s i n k i n . We 
j u s t have t o hope and w i l l c o n t i n u e t o s t r u g g l e . 

So w i t h t h a t , t h a n k s f o r t h e o p p o r t u n i t y and 
I'm happy t o answer q u e s t i o n s . 

REP. DeLUCA: Thank you. C o m m i s s i o n e r . 
You c e r t a i n l y have done a good j o b . 

As you know, t h e h i g h r i s k p o o l i s supposed t o 
be i n p l a c e . Can you t e l l us when t h e a p p l i c a t i o n f o r 
t h e h i g h r i s k p o o l c o v e r a g e w i l l be a v a i l a b l e ? 

MR. ARIO: Yes. I'm happy t o r e p o r t t h a t 
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we w i l l be t a k i n g a p p l 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 
as o f August 2nd, so we got a c o u p l e more weeks h e r e . 
We have t h e A t t o r n e y G e n e r a l d o i n g h i s due d i l i g e n c e 
under t he l a w s , t a k e a l o o k a t our c o n t r a c t and had a 
few q u e s t i o n s and g o i n g back and f o r t h f o r a few days, 
l o s t a week or two o f ti m e h e r e a n s w e r i n g q u e s t i o n s , 
but t h e A t t o r n e y G e n e r a l d i d e v e n t u a l l y s i g n o f f t h i s 
week on t h e h i g h r i s k p o o l , and so we w i l l be t a k i n g 
a p p l i c a t i o n s as o f August 2nd, and I t h i n k t h e 
co v e r a g e i s l i k e l y t o t a k e e f f e c t a r ound September 
1 s t . I don't t h i n k we have t h a t d a t e f o r s u r e a t t h i s 
p o i n t . Highmark, by t h e way, w i l l be t h e c o n t r a c t e e 
f o r t h a t c o v e r a g e . 

Now, on t h a t , I have t o h a s t e n t o add, a g a i n , 
i t ' s a b a n d - a i d t h a t w i l l c o v e r about 5,000 p e o p l e 
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 who have been out of 
i n s u r a n c e f o r s i x months, so t h e r e ' s a C a t c h 22 h e r e . 
I f you r e a l l y need c o v e r a g e and you've been s t r u g g l i n g 
t o pay f o r i t , y o u ' r e not e l i g i b l e , b ut i f you d i d n ' t 
have c o v e r a g e , t h o s e a r e t h e p e o p l e who a r e e l i g i b l e , 
we t h i n k w e ' l l c o v e r about 5,000 o f them. 

I t h i n k t h e r e ' s p r o b a b l y a t l e a s t a hundred 
t h o u s a n d p e o p l e , maybe a c o u p l e h u ndred t h o u s a n d who 
would q u a l i f y under t he terms o f t h i s agreement. 
T h e r e ' s a m i l l i o n p e o p l e u n i n s u r e d i n P e n n s y l v a n i a , 



TRANSCRIPT OF PROCEEDINGS 

but t h i s w i l l p r o v i d e r e a l c o v e r a g e and r e a l needed 
s e r v i c e t o about 5,000 P e n n s y l v a n i a n s o v e r t h e n e x t 
few y e a r s u n t i l , a g a i n , we get t o the f e d e r a l r e f o r m s 
i n 2014. 

REP. DeLUCA: How w i l l t h i s 5,000 t h a t ' s 
g o i n g t o be c o v e r e d -¬

MR. ARIO: F i r s t c o m e / f i r s t s e r v e . I may 
do t h i s , I j u s t got t h i s word t h i s m o r n i n g , but w e ' l l 
be a n n o u n c i n g t h a t s t a r t d a t e , we've a l r e a d y had some 
p u b l i c i t y out on the program i n g e n e r a l . We had 
p r e d i c t e d an e a r l i e r d a t e u n t i l we r a n i n t o t h i s 
l i t t l e s n a f u w i t h t h e A t t o r n e y G e n e r a l on t h e c o n t r a c t 
and t h a t put us back a l i t t l e b i t , b ut we w i l l be 
a g a i n , p u b l i c i z i n g . There w i l l be a web page, 
P e n n s y l v a n i a F a i r Care i t ' s c a l l e d . Google t h e 
P e n n s y l v a n i a I n s u r a n c e Department and y o u ' l l f i n d 
i n f o r m a t i o n about t h e h i g h r i s k p o o l and how t o a p p l y . 
There w i l l be, i n t h e n e x t few days, a l o t more d e t a i l 
coming f o r w a r d . 

Somebody i s showing me a B l a c k B e r r y . Somebody 
i s s a y i n g t h a t t h e r e ' s some t e c h n i c a l i s s u e s t h a t we 
s t i l l have t o h a n d l e on t h e p o o l , so I don't know t h e 
answer t o your q u e s t i o n , b ut we're t a k i n g a p p l i c a t i o n s 
A u g u s t 4 t h , but t h e p o o l w i l l be up and r u n n i n g . 

REP. STURLA: He s a i d t h e 2nd. Now w a i t . 
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REP. DeLUCA: We want t o make s u r e we get 
t h a t i n f o r m a t i o n out t o t h e p u b l i c . 

A l s o , C o m m i s s i o n e r , we've been s t u d y i n g f o r 
s e v e r a l months and c o n d u c t i n g an e x a m i n a t i o n of t h e 
P e n n s y l v a n i a h e a l t h c a r e i n s u r a n c e market t o gauge the 
c o m p e t i t i v e n e s s out t h e r e . I know t h a t has f o c u s e d on 
t h e B l u e s , but a l s o , d i d t h a t f o c u s on t h e s m a l l group 
ma r k e t s ? 

MR. ARIO: Yes. Thank you f o r t h a t 
q u e s t i o n , b ecause t h e r e ' s a p a r a g r a p h i n my t e s t i m o n y 
about t h i s . We r a n i n t o some snags h e r e , t o o . 

The laws of t h i s c o u n t r y a r e not t h a t 
f a v o r a b l e t o t h e p u b l i c , t h e y ' r e more f a v o r a b l e t o the 
i n s u r a n c e i n d u s t r y , f r a n k l y , on many of t h e s e a r e a s , 
and so as we were t r y i n g t o s t a r t t h e s e 

i n v e s t i g a t i o n s , Highmark s a i d w e l l , we don't t h i n k you 
have t h e l e g a l r i g h t t o do t h i s , t h e y t o o k us t o 
C o u r t . I t h i n k we w ould have won e v e n t u a l l y , but we 
were hung up i n t h e c o u r t s , but I'm happy t o say t h a t 
s e t of i s s u e s have s e t t l e d o u t , t o o , now, and we a r e 
a g a i n moving f o r w a r d on t h o s e e x a m i n a t i o n s . They a r e 
c h a n g i n g f o c u s . When we s t a r t e d them, we were l o o k i n g 
a t t h i n g s l i k e t h e B l u e s l i c e n s i n g s y s t e m and how t h a t 
worked. Now, b e c a u s e of h e a l t h r e f o r m has r e a l l y 
changed t h e w o r l d , t h e f e d e r a l h e a l t h r e f o r m , i t i s a 
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major a c c o m p l i s h m e n t . 
I t seems k i n d o f a downer because o f a l l t h e 

t r o u b l e we're s t i l l i n , b ut we a r e -- t h e r e ' s s u n s h i n e 
a t t h e end o f t h e t u n n e l h e r e w i t h f e d e r a l h e a l t h 
r e f o r m , and so we've s h i f t e d t h o s e s t u d i e s of t h e f o u r 
d i f f e r e n t m a r k e t p l a c e s ; t h e f o u r , b a s i c a l l y 
P i t t s b u r g h , P h i l a d e l p h i a , c e n t r a l PA, n o r t h e a s t PA 
i n t o more f o c u s e d on what i s n e c e s s a r y t o s e t t h e 
r i g h t c o n d i t i o n s i n t h o s e m a r k e t p l a c e s , so when we 
have t h e s e i n s u r a n c e exchanges i n 2014, and no more 
d i s c r i m i n a t i o n b a s e d on h e a l t h s t a t u s , w i l l we have 
th e r i g h t c o m p e t i t i v e s i t u a t i o n . 

You're a b s o l u t e l y r i g h t , some of t h e k i n d s of 
ways i n w h i c h money i s used t o d a y s u g g e s t s maybe 
t h e r e ' s not as much c o m p e t i t i o n as t h e r e s h o u l d be. 
The e xchanges, we hope, w i l l b r i n g some new 
c o m p e t i t i v e b l o o d i n t o t h o s e m a r k e t p l a c e s . We have a 
h e a r i n g on F r i d a y , some of t h e n a t i o n a l c a r r i e r s t h a t 
h a v e n ' t p l a y e d i n t h e s m a l l group m a r k e t , l i k e C i g n a , 
a r e g o i n g t o come and t a l k about how t h e y may s t a r t 
p l a y i n g i n t h a t m a r k e t p l a c e under r e f o r m , b e c a u s e i t 
w i l l be a more c o m p e t i t i v e m a r k e t p l a c e f o r them. So 
what used t o be exams a r e now s t u d i e s l o o k i n g at 
c o m p e t i t i v e c o n d i t i o n s i n r e l a t i o n t o t h e h e a l t h 
r e f o r m s as o f 2014. 
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REP. DeLUCA: The o t h e r t h i n g I would 
l i ke y o u t o e xp l a i n t o t he pu b l i c i s t he f a c t t h a t we 
are one o f t h e two s t a t e s t h a t a r e a g a i n s t s m a l l group 
h e a l t h -¬

MR. ARIO: Yes, t h a t ' s c o r r e c t . I was 

j u s t a s t o n i s h e d when I got he r e i n 2007, because I was 
l o o k i n g more at t h e c o n s o l i d a t i o n and t h e G o v e r n o r , by 
the way, had a v e r y good c o m p r e h e n s i v e h e a l t h r e f o r m 
package back t h e n . P a r t s of t h a t package have p a s s e d 
i n t o law, some of t h e c o s t c o n t r o l measures, l i k e 
h o s p i t a l i n f e c t i o n s and so f o r t h , but some of t h e c o r e 
p r o v i s i o n s t h a t had t o do w i t h e n d i n g h e a l t h 
d i s c r i m i n a t i o n a g a i n s t p e o p l e t h a t have h e a l t h 
c o n d i t i o n s d i d n o t , d i d not p a s s . And so when I got 
h e r e , I l o o k e d and saw why would we not have h e a l t h 
r e f o r m i n t h i s s t a t e , l i k e 48 o t h e r s t a t e s have, and 
the b a s i c answer i s why we ha v e n ' t g o t t e n t o t h i s , 
b e c a u s e i n t h e '90s, when most s t a t e s were d o i n g t h a t , 
t h e s e t h i n g s t e n d t o happen i n waves of r e f o r m , t he 
B l u e C r o s s and B l u e S h i e l d companies h e r e i n 
P e n n s y l v a n i a , w h i c h have a l w a y s been dominant, were 
b a s i c a l l y community r a t i n g or d o i n g a d j u s t e d community 
r a t i n g , t h i n g s t h a t were p r e t t y c l o s e t o what o t h e r 
s t a t e s were h a v i n g t o pass laws t o get a l l t h e 
i n s u r a n c e companies t o do. 
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So t h e c o m m e r c i a l c a r r i e r s b a s i c a l l y got t o 
s k a t e because t h e argument was w e l l , we don't need 
laws l i k e t h i s i n P e n n s y l v a n i a , because t he B l u e s a r e 
t h e r e , t h e community r a t e and t h e p o o l f o r e v e r y b o d y 
and t h e c o m m e r c i a l c a r r i e r s can meanwhile go ahead and 
c h e r r y p i c k t h e market and so f o r t h . That was t h e 
k i n d o f t h e o r y t h a t , one, Mr. M a r s h a l l i s v e r y adept 
at a r g u i n g t h i s p a r t i c u l a r t h e o r y , b ut i t was v e r y 
p r e d i c t a b l e , b ut o v e r t i m e , i f somebody o v e r h e r e can 
c h e r r y p i c k t h e b e s t r i s k and somebody o v e r h e r e i s 
t a k i n g e v e r y b o d y , t h e s e guys a r e g o i n g t o f i g u r e out a 
way t o compete w i t h t h e s e guys o v e r h e r e , and so now 
you have a l l t h e B l u e s c r e a t i n g t h e i r f o r - p r o f i t 
s ubs i d i a r i e s and c o m p e t i n g w i t h t h e c o m m e r c i a l 
c a r r i e r s t o c h e r r y p i c k t h e b e s t b u s i n e s s , t o keep 
t h e i r p o o l s o v e r h e r e f o r p e o p l e who a r e s i c k . W e l l , 
guess what, t he c o s t s a r e f i v e and t e n t i m e s as much 
as t h e y a r e o v e r h e r e . I t ' s a bad system. I t w i l l 
change i n 2014. I t ought t o change e a r l i e r . 

REP. DeLUCA: Now, do you have more 
a u t h o r i t y f o r t h e n o n - p r o f i t s t h a n you do f o r t h e 
f o r - p r o f i t s ? 

MR. ARIO: C o r r e c t . We have a u t h o r i t y 
o v e r t h e B l u e s and t h e i r n o n - p r o f i t m a n i f e s t a t i o n and 
we have a u t h o r i t y o v e r HMOs i n the s m a l l group m a r k e t . 
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We do not have a u t h o r i t y o v e r t h e f o r - p r o f i t 
s ubs i d i a r i e s or t h e B l u e s or o v e r t he c o m m e r c i a l 

c a r r i e r s . 
We a l s o , i n the i n d i v i d u a l m a r k e t , w h i c h i s a 

much t o u g h e r m a r k e t p l a c e , we have a u t h o r i t y o v e r 
e v e r y b o d y , b ut i n t h a t m a r k e t p l a c e , u n t i l we have t he 
n o t i o n t h a t e v e r y b o d y needs t o have i n s u r a n c e , t h a t ' s 
a v e r y d i f f i c u l t m a r k e t p l a c e t o change, because i f 
you, t o d a y i n t h a t m a r k e t p l a c e , i f you say t o p e o p l e , 
you c o u l d come i n t o t h e market whenever you want and 
we won't p e n a l i z e you a t a l l i f y o u ' r e s i c k , t h e n you 
would have p e o p l e say, w e l l , t h e n , why would I buy 
i n s u r a n c e b e f o r e I get s i c k . I t ' s l i k e t r y i n g t o s e l l 
somebody f l o o d i n s u r a n c e and s a y i n g , you c o u l d buy i t 
the day a f t e r t h e f l o o d f o r t h e same p r i c e as t h e day 
b e f o r e , p e o p l e t e n d not t o buy i t u n t i l t h e day a f t e r 
t h e f l o o d . So i t d o e s n ' t work i n the i n d i v i d u a l 
market w i t h o u t t h e mandate, but when we have t he 
mandate i n 2014, t h e n w e ' l l have r e f o r m i n t h a t 
m a r k e t , t o o . 

REP. DeLUCA: So l e t me u n d e r s t a n d t h i s . 
C o m m i s s i o n e r , i f you had a b i l l l i k e 746 t h a t ' s o v e r 
i n t h e S e n a t e , you would be a b l e t o maybe s c r u t i n i z e 
t h e s e r a i s e s a l i t t l e b i t more t h a n we're h e a r i n g 
t o d a y from some o f t h e s e c a r r i e r s ? 
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MR. ARIO: We a l r e a d y -- a l o t o f t h e 
work goes on b e h i n d t he s c e n e s , e v e r y one o f the B l u e 
C r o s s / B l u e S h i e l d p l a n s , f o r i n s t a n c e , f i l e d r a t e 
i n c r e a s e s w i t h us i n t h e i n d i v i d u a l market where we do 
have a u t h o r i t y o v e r them back i n t h e summer and t h e y 
a l l had r a t e i n c r e a s e s of 20 p e r c e n t p l u s on some o f 
t h e i r p r o d u c t s . P a r t o f i t i s i n s t e a d h a v i n g a r a t e 
i n c r e a s e f o r e v e r y b o d y t h a t ' s t h e same, e q u a l , you 
know, t h a t w ould be l i k e m e d i c a l t r e n d , t h a t would be 
u n d e r s t a n d a b l e , t h e y have 30 p e r c e n t f o r t h i s l i t t l e 
s l i v e r , t e n p e r c e n t f o r t h i s s l i v e r , 58 p e r c e n t f o r 
t h i s s l i v e r , i t ' s a l l s l i c e d and d i c e d i n t h a t s o r t of 
way. 

So we've l o o k e d at t h o s e and we s a i d you know 
what, we're not g i v i n g you any of t h o s e i n c r e a s e s o v e r 
t e n p e r c e n t u n t i l you e x p l a i n t o us e x a c t l y how you 
s l i c e d t h i s p i e c e o v e r h e r e and t h i s p i e c e o v e r h e r e 
and by t h e ti m e we were done t a l k i n g t o them, t h e y 
s a i d w e l l , w e ' l l j u s t t a k e t h o s e t e n p e r c e n t 
i n c r e a s e s . So t h a t ' s what happened i n t h e i n d i v i d u a l 
market w i t h them t h i s summer. 

And t h a t ' s b a s i c a l l y , by t h e way, what's 
h a p p e n i n g a r o u n d t he c o u n t r y when companies come i n 
and say I need a 40 p e r c e n t r a t e i n c r e a s e . They're 
not t r y i n g t o get 40 p e r c e n t f o r e v e r y b o d y , no company 
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g e t s t h a t b i g a r a t e i n c r e a s e , but t h e y ' r e g e t t i n g i t 
f o r c e r t a i n l i t t l e segments o f the market o v e r h e r e , 
a l l of w h i c h i s g o i n g t o c o m p l i c a t e r e f o r m i n 20 14 
when t h e y do have t o s p r e a d t h e c o s t s a c r o s s e v e r y b o d y 
at a e q u a l -¬

REP. DeLUCA: Chairman S t u r l a . 
REP. STURLA: J u s t a c o u p l e of q u i c k 

comments. You know, when you r e a d t h e l e t t e r , i t 
seems t o me t h a t b a s i c a l l y what y o u ' r e s a y i n g i s , t h e 
company i s p i l l a g i n g c o n s i s t e n t w i t h t h e manner t h a t 
t h e y s a i d t h e y were g o i n g t o p i l l a g e and b a s i c a l l y you 
have no c o n t r o l o v e r t h a t at t h i s p o i n t i n t i m e , 
c o r r e c t ? 

MR. ARIO: C o r r e c t . 
REP. STURLA: And t h a t g e t s t o t h e n e x t 

p o i n t , t h a t t h e r e ' s t h i s m antra out t h e r e now t h a t 
seems t o be t h a t r e g u l a t i o n i s what's k i l l i n g u s, 
t h a t ' s what's c o s t i n g us a l l t h e money, and y e t , you 
seem t o be s a y i n g t h a t t h e f a c t t h a t you c a n ' t 
r e g u l a t e i s what's c o s t i n g t h e s e p e o p l e a l l t h i s 
money. I n f a c t , r e g u l a t i o n i n t h i s p a r t i c u l a r 
i n s t a n c e anyway i s good f o r t h e consumer. 

MR. ARIO: A b s o l u t e l y . T h i s n o t i o n t h a t 
i f we c o u l d j u s t d e r e g u l a t e e v e r y t h i n g t h a t we would 
be i n n i r v a n a , i f t h a t were t h e c a s e , t h e a d v i c e t o 
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t he d e v e l o p i ng count r i e s i n A f r i c a and e l s e w h e r e would 
be easy, get r i d of your government and t h e n 
e v e r y t h i n g w i l l go j u s t h u n k y - d o r y . I t d o e s n ' t work 
the way. A c t u a l l y , t h e way i n w h i c h an economy 
p r o d u c e s w e l l and s u c c e e d s i s t o have v e r y c o m p l i c a t e d 
r u l e s and r e g u l a t i o n s . 

E v e r y b i g i n d u s t r i a l c o u n t r y has e x t r e m e l y 
c o m p l i c a t e d l a w s , and guess who uses most o f the 
l a w y e r s ? The b u s i n e s s e s use most of the l a w y e r s t o 
make t h o s e laws and t o p r o t e c t t h e m s e l v e s . G e t t i n g 
r i d of t h e laws d o e s n ' t work. I f i t d i d , t h e n t h e 
most s u c c e s s f u l c o u n t r i e s t e n d t o be the ones t h a t 
have no government. And i t works t he o p p o s i t e way. 
So y e s , y o u ' r e a b s o l u t e l y r i g h t , some of t h e s e need t o 
be e f f e c t i v e l y r e g u l a t e d , not s t u p i d l y r e g u l a t e d , b ut 
e f f e c t i v e l y r e g u l a t e d . 

REP. STURLA: Thanks. 
REP. DeLUCA: R e p r e s e n t a t i v e K o t i k . 
REP. KOTIK: Thank you, Mr. Chairman. 

C o m m i s s i o n e r A r i o , t h a n k you f o r your t e s t i m o n y . 

I'd j u s t l i k e t o get some c l a r i f i c a t i o n on the 
program d e a l i n g 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 . Now, the 
money t h a t we're s a v i n g from t h e f e d e r a l government, 
how l o n g w i l l t h a t l a s t ? 

MR. ARIO: We hope i t w i l l l a s t a l l t h e 
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way t o 2014, but we don't know t h a t . The a c t u a r i e s 
have l o o k e d at what t h e y t h i n k i t w i l l c o s t , t h e 
premiums on t h a t program a r e 280 bucks a month, or 
282, s o m e t h i n g i n t h a t r ange, and so t h e y p r e d i c t e d 
how much of a s u b s i d y t h e r e w i l l be and t h e n t he 5,000 
number t h e y used i s what we t h i n k t o d a y w i l l be how 
many p e o p l e we can s e r v e i n any g i v e n month, and t h a t 
t h a t w ould make t h e money l a s t u n t i l 2014. But i f i t 
t u r n s out e i t h e r c o s t s a r e ch e a p e r or c o s t s a r e more 
e x p e n s i v e , we might have t o a d j u s t t h o s e numbers. 
We're t r y i n g t o have t h e money l a s t u n t i l 2014. Some 
p e o p l e p r e d i c t t h e money w i l l r u n out s o o n e r , and t h i s 
i s a l i m i t e d program and so i f the money does r u n o u t , 
t h e n t h e r e w i l l be a n o t h e r gap i n s e r v i c e b e f o r e 2014. 

REP. KOTIK: So you have no a s s u r a n c e s 
from t h e f e d e r a l government t h a t t h e y ' r e g o i n g t o up 
s ome more money when t h i s o r i g i n a l money runs o u t ? 

MR. ARIO: No. The o n l y a s s u r a n c e we 
have from t h e f e d e r a l government i s t h a t we a r e not 
g o i n g t o be r e q u i r e d t o put s t a t e money i n t o f i l l any 
s h o r t f a l l , t h a t t h e program may t e r m i n a t e , b ut t h e r e 
w i l l be no o b l i g a t i o n on t h e s t a t e t o p r o v i d e money 
f o r t h i s program. There a r e p e o p l e who t h i n k , 
d e p e n d i n g on how e l e c t i o n s come out and t h a t s o r t of 
t h i n g , t h a t i f t h e r e ' s a s h o r t f a l l , we're moving 
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t o w a r d s r e f o r m , p e o p l e w i l l get t h e i d e a , j u s t l i k e 
p e o p l e now do, s e r i o u s l y , p e o p l e who a r e i n M e d i c a r e 
say keep t he government o f f my M e d i c a r e , because once 
t h e y have i t , t h e y t h i n k t h e y ' r e e n t i t l e d t o i t , and 
p e o p l e may get a sense of e n t i t l e m e n t t o someone's 
h e a l t h c a r e and t h e n t h e y may push h a r d e r and we may 
have more money f o r t h e s e programs b e f o r e 2014, but 
t h a t would depend on an a c t o f C o n g r e s s . 

REP. KOTIK: So wou l d n ' t i t be w i s e r f o r 
us on the s t a t e l e v e l t o p l a n f o r the c o n t i n g e n c y t h a t 
i n t h e event t h a t t h e money does r u n out p r i o r t o 
2014, t h a t we s t e p i n , because I c a n ' t see l e a v i n g 
5,000, or wh a t e v e r t h e number o f p e o p l e , h a n g i n g 
b e c a u s e o f t h e f a c t t h a t t h e money runs o u t . I've 
i n t r o d u c e d l e g i s l a t i o n t o s e t up our own p o o l , w o r k i n g 
w i t h Chairman DeLuca and A r t M c N u l t y , t h e e x e c u t i v e 
d i r e c t o r , t o p l a n f o r t h a t c o n t i n g e n c y i n t h e event 
t h e f e d e r a l money i s e x h a u s t e d p r i o r t o 2014. 

MR. ARIO: I t h i n k i t ' s a f a r s i g h t e d 
t h i n g t o l o o k a t and t o do, y e s . As you know, we're 
s t i l l s t r u g g l i n g w i t h how t o f u n d t he a d u l t B a s i c 
p rogram on a g o - f o r w a r d b a s i s , but y e s , when you have 
t h o s e k i n d s of programs, you s h o u l d be p l a n n i n g t o 
have f o r c o n t i n g e n c i e s and one of them might be t h a t 
we would need some money. A g a i n , t he s t a t e i s not --
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so i t ' s not m i s c o n s t r u e d h e r e , t he s t a t e i s not g o i n g 
t o be r e q u i r e d t o do any o f what you s u g g e s t , b ut i t 
i s c e r t a i n l y an o p p o r t u n i t y t h a t t h e s t a t e c o u l d 
p r o v i d e o r be p l a n n i n g f o r and p r o v i d i n g f o r . 

REP. KOTIK: Thank you v e r y much. Thank 
you, Mr. Chairman. 

REP. DeLUCA: Thank you. R e p r e s e n t a t i v e 
K o t i k . R e p r e s e n t a t i v e Boyd. 

REP. BOYD: Thank you, Mr. Chairman. 
C o m m i s s i o n e r , good t o see you. I have a number of 
q u e s t i o n s f o r you. 

And I guess t he f i r s t q u e s t i o n I want t o ask 
i s : The two p a n e l s t h a t were h e r e i n t h e b e g i n n i n g 
p r i o r t o you who t e s t i f i e d , p a r t i c u l a r l y , t h e ones 
t h a t m e n t i o n e d t h e i r s p e c i f i c i n c r e a s e s i n premiums 
t h a t t h e y were f a c i n g , e x a c t l y how does 746 change 
t h a t ? 

MR. ARIO: F i r s t o f a l l , i t says h e a l t h 
s t a t u s c annot be used a t a l l i n t h e p r i c i n g o f 
i n s u r a n c e . So any o f t h o s e i n c r e a s e s t h a t r e l a t e t o 
somebody's husband has c a n c e r o r somebody had an 
e x p e n s i v e c l a i m l a s t y e a r , w h a t e v e r , none o f t h a t k i n d 
o f i n f o r m a t i o n can be used at a l l i n the p r i c i n g of 
i n s u r a n c e . So i t would e l i m i n a t e t h a t , t h a t p a r t o f 
i t , i m m e d i a t e l y . 
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And t h e n s e c o n d l y , t h e n e x t b i g g e s t f a c t o r i n 
i n s u r a n c e p r i c i n g i s age, w h i c h I'm g e t t i n g p a i n f u l l y 
aware of as I age up, but 20 y e a r o l d s a r e a l o t 
c h e a p e r i n g e n e r a l t h a n 60 y e a r o l d s i n terms of 
h e a l t h c a r e c o s t s , so you get a l o t of age 
d i s c r i m i n a t i o n i n h e a l t h c a r e c o s t s , t o o . And 
d i s c r i m i n a t i o n i s not n e c e s s a r i l y a bad word i n 
i n s u r a n c e , b ut i t i s d i s c r i m i n a t i o n between p e o p l e 
b a s e d on age. The b i l l s a ys two t o one, we can o n l y 
c h a r g e p e o p l e who a r e 60 t w i c e as much as 20. 
I n s u r a n c e companies t o d a y , t h e y c h a r g e them l i k e s i x 
t i m e s as much, so t h a t would a l s o be e l i m i n a t e d . You 
n o t i c e t h e r e a r e p e o p l e t h a t a r e 20 who have s e r i o u s 
h e a l t h p r o b l e m s , but t h e p e o p l e t o d a y , I b e t t e r not -¬
I was g o i n g t o say more l i k e my age, but I b e t t e r be 
c a r e f u l b ecause I don't remember e v e r y b o d y t h a t was up 
her e . 

REP. BOYD: I a p p r e c i a t e what y o u ' r e 
s a y i n g . The r e a s o n I ask i s s p e c i f i c a l l y , Mr. P r i c e , 
who was t h e a t t o r n e y , he s a i d I have no i d e a , n o t h i n g 
has changed i n my l i f e , h i s f a m i l y , and t h e r e weren't 
any p r e e x i s t i n g c o n d i t i o n s , i t ' s j u s t t h a t h i s 
premiums went up and i t was a r e n e w a l of t h e p o l i c y , 
i t wasn't a new p o l i c y . 

Ms. F r a n k s , F r a n k s Auto S e r v i c e , and I want t o 
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know, what's i n 746 t h a t w ould have p r e c l u d e d t h o s e 
premiums f o r t h o s e p e o p l e t h a t d i d n ' t appear t o have 
any s u b s t a n t i v e l i f e changes, t h e i r premiums j u s t went 
up? 

MR. ARIO: My guess i s , i t ' s t h o s e 
q u e s t i o n n a i r e s . R e p r e s e n t a t i v e , t h a t have some 
i n f o r m a t i o n i n them t h a t even though t h e y don't show a 
c l a i m y e t , have a p r e d i c t i v e p o s s i b i l i t y , b a s e d on 
what was answered on t h a t q u e s t i o n n a i r e , t h a t c l a i m s 
a r e g o i n g t o go up i n t h e f u t u r e . I n s u r a n c e companies 
a r e n ' t s t u p i d , t h e y don't j u s t go around r a i s i n g r a t e s 
j u s t w i t h no b a s i s f o r i t , t h e y do have a b a s i s and 
i t ' s g o i n g t o be t h a t t h e y t h i n k t h e r e ' s s o m e t h i n g i n 
the r e c o r d , a g a i n , i f t h e laws don't p r o h i b i t i t , t h e y 
t h i n k t h e r e ' s s o m e t h i n g i n t h e r e c o r d t h a t t h i s p e r s o n 
i s maybe g o i n g t o c o s t me money and I don't want t o 
s p r e a d t h a t c o s t a c r o s s e v e r y b o d y , I want t o keep t h a t 
p e r s o n out o f my p o o l . T h a t ' s what goes on. 

One t h i n g , t h o ugh, t h a t you and I p r o b a b l y 
c o u l d agree on, would be t h e t r a n s p a r e n c y i s s u e . I t 
would be a much b e t t e r w o r l d , and we're f i g h t i n g f o r 
t h i s , t o o , t h i s i s a l s o i n 746, and t h e f e d e r a l 
government, by t h e way, has some new a u t h o r i t y on t h i s 
a r e a and we're g o i n g t o see more, i s the s y s t e m ought 
t o be more t r a n s p a r e n t . You ought t o be a b l e t o go up 
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on t he web page and f i g u r e out e x a c t l y what i t i s t h a t 
y o u ' r e b e i n g c h a r g e d f o r , what f a c t o r s p l a y i n t o i t 
and so f o r t h . And t h o s e e f f o r t s , we j u s t p u r s u e d a 
m i l l i o n d o l l a r g r a n t from t he f e d e r a l government t o 
open up t h a t p r o c e s s . 

Our p r o c e s s i s much more open t o d a y t h a n i t 
was when I got her e t h r e e y e a r s ago. I t needs t o be a 
l o t more open t h a n i t i s t o d a y , so we're g o i n g t o 
c o n t i n u e t o make i t more t r a n s p a r e n t and t h e n p e o p l e 
c o u l d go up and answer t h a t q u e s t i o n v e r y 
s p e c i f i c a l l y . 

REP. BOYD: A g a i n , I'm k i n d of coming 
back t o t h e i n d i v i d u a l s who t e s t i f i e d , and t h e r e a s o n 
I'm d o i n g t h a t i s because we're f o c u s i n g a l o t on 
House B i l l 746 and, you know, e n c o u r a g i n g , and I'm 
u s i n g t he word g r a c i o u s l y , e n c o u r a g i n g our b r e t h r e n i n 
the o t h e r s i d e of t h e b u i l d i n g t o t a k e up 746. I'm 
one t h a t b e l i e v e s t h a t 7 46 i s not the s i l v e r b u l l e t 
and I j u s t want t o be c l e a r i n s a y i n g t h a t I don't 
know t h a t t h e s e p e o p l e on t h e i r p o l i c y r e n e w a l s , and 
t h e y ' r e p r o b a b l y s t i l l i n the room, had t o answer 
a n o t h e r s e t of q u e s t i o n n a i r e s about what changed f o r 
them when t h e i r p o l i c y e x p i r e d . 

MR. ARIO: I c o u l d t e l l you t h i s , I don't 
remember a l l t h e numbers, but any number t h a t ' s o v e r 
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15 p e r c e n t , t h a t i s not because t h e c a r r i e r i s 
c o l l e c t i n g more t h a n 15 p e r c e n t from e v e r y s i n g l e 
p o l i c y h o l d e r , not because t h e y ' r e s p r e a d i n g t h e i r 
i n c r e a s e d c o s t s a c r o s s e v e r y b o d y . I t ' s because 
t h e y ' r e s i n g l i n g out c e r t a i n p e o p l e o v e r h e r e t o 
ch a r g e them more. T h a t ' s what 746 g e t s a t , so i t does 
s o l v e t h a t p a r t i c u l a r p r o b l e m . 

There a r e o t h e r t h i n g s t h a t you and I c o u l d 
d i s p u t e about t h e b i l l , w hether i t w i l l c o n t r o l 
o v e r a l l c o s t s and so f o r t h , b ut any ti m e you see 20 
and 30 p e r c e n t r a t e i n c r e a s e s , t h o s e w i l l n ot happen 
i n a w o r l d i n w h i c h t he c o s t s a r e s p r e a d e v e n l y a c r o s s 
l a r g e p o p u l a t i o n s . 

REP. BOYD: So t h e r e n e w a l r a t e s t h a t 
were d i s c u s s e d i n t h e room, y o u ' r e a b s o l u t e l y c e r t a i n 
i f 746 p a s s e d , t h a t t h o s e r e n e w a l r a t e s c o u l d not t a k e 
p l a c e , t h a t t h e r e c o u l d not be a r e n e w a l r a t e f o r 
someone and t h e i r premium go up more t h a n 1 5 p e r c e n t ? 

MR. ARIO: There would be e x t r e m e l y r a r e 
s i t u a t i o n s where, say, i f a b u s i n e s s has o n l y f o u r , 
2 0 - y e a r - o l d employees t o d a y , and tomorrow t h e y have 
o n l y f o u r 6 0 - y e a r - o l d s and even under t h e r e f o r m s , 
b e c a u s e t h e y do a l l o w some d i f f e r e n t i a t i o n of r a t e , 
you c o u l d have jumps t h a t might be l i k e 20 p e r c e n t . 
You w o u l d n ' t have a n y t h i n g l i k e 50 p e r c e n t l i k e we 
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have now or 80 p e r c e n t and some p e o p l e , I t h i n k , 
t e s t i f i e d t o more t h a n a hu n d r e d p e r c e n t , b ut you 
c o u l d have some s i g n i f i c a n t jumps, because i t does 
a l l o w a r a t i n g b a s e d on age, and t h e f e d e r a l r e f o r m 
w o uld a l l o w r a t i n g b a s e d on age. 

But anybody who d i d have a c o n n e c t i o n between 
t h e i r h e a l t h premium, and u s u a l l y most p e o p l e do, and 
I t h o u g h t most p e o p l e t e s t i f i e d had some n o t i o n of the 
c o n n e c t i o n between t h e i r h e a l t h s t a t u s and t h e i r 
premium. Those t h i n g s a r e a f f e c t e d by -- would be 
a f f e c t e d by s o m e t h i n g l i k e 746. And a g a i n , remember 
746, t h a t ' s g o i n g t o be t h e law of t h e l a n d under t h e 
f e d e r a l r e f o r m i n 2014. 

REP. BOYD: R i g h t , 746 as i t c u r r e n t l y 
e x i s t s , I i m a g i n e b a s e d on t h a t , t h a t p a s s e d p r i o r t o 
the f e d e r a l b i l l p a s s i n g , so t h e r e ' s g o i n g t o need t o 
be some changes t o 746 t o b r i n g t h a t . 

MR. ARIO: I t ' s o n l y n e c e s s a r y between 
now and 2014. A f t e r 2014, t h e f e d e r a l r e f o r m s w i l l 
s u p e r c e d e i t . 

REP. BOYD: R i g h t , b ut assuming t h a t 
we're making some headway w i t h our f r i e n d s a c r o s s t h e 
b u i l d i n g , t o get 746 r u n , i t ' s g o i n g t o need t o be 
amended t o come i n t o c o m p l i a n c e w i t h t h e f e d e r a l b i l l . 

MR. ARIO: I t might make s e n s e , we 
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w o u l d n ' t have t o do i t , we c o u l d have d i f f e r e n t r u l e s 
between now and 2014, but I t h i n k your p o i n t i s w e l l 
t a k e n , and i t might make sense t o t r y t o c o n f o r m them, 
two t o one r a t e band on ages. The f u r t h e r b i l l s a ys 
t h r e e t o one, so you can ch a r g e o l d e r p e o p l e t h r e e 
t i m e s as much as younger p e o p l e . Those a r e k i n d o f 
tou g h p o l i c i e s . One t h a t ' s not tough f o r me i s 
whether you s h o u l d be a b l e t o p e n a l i z e p e o p l e because 
t h e y get c a n c e r -¬

REP. BOYD: And I'm not q u e s t i o n i n g t h a t , 
I'm f o c u s i n g -- I d i d n ' t h e a r t h e p e o p l e i n t h e room 
say -- I h e a r d them say n o t h i n g changed i n my l i f e , I 
went from t o d a y and my premium -- my b u s i n e s s ' s 
premiums, we j u s t got a r e n e w a l r a t e , i t ' s up 
27 p e r c e n t and n o t h i n g has changed. So the q u e s t i o n 
becomes, under 746, can I t e l l my s t a f f , can I t e l l my 
60,000 p e o p l e t h a t i f we pass 746 t h a t we can 
g u a r a n t e e premiums w i l l n ot i n c r e a s e more t h a n 
1 5 p e r c e n t a n n u a l l y ? 

MR. ARIO: A g a i n , i t depends on i f you 
have c o m p l e t e community r a t i n g , m e d i c a l t r e n d s h o u l d 
n e v e r be more t h a n 15 p e r c e n t . We've had m e d i c a l 
t r e n d , t h e a v e r a g e i n c r e a s e i n h e a l t h s p e n d i n g has 
been i n t h e s i x , se v e n , e i g h t p e r c e n t range f o r t h e 
l a s t s e v e r a l y e a r s . I t ' s not a good s i t u a t i o n . You 



TRANSCRIPT OF PROCEEDINGS 

have e i g h t p e r c e n t t i m e s t e n y e a r s , you've d o u b l e d 
your r a t e . So t h a t s t i l l i s a s i g n i f i c a n t i n c r e a s e , 
but you t a l k about 20, t h a t i s not because t h e company 
i s c h a r g i n g e v e r y b o d y . 

I ' l l g i v e you t h e numbers on Highmark's most 
r e c e n t s e t o f i n c r e a s e s . They answered some q u e s t i o n s 
f o r us, f i v e p e r c e n t of t h e p e o p l e p a i d more t h a n -¬
had a 50 p e r c e n t i n c r e a s e or more; t e n p e r c e n t had a 
d e c r e a s e i n r a t e s . They s a i d i f t h e y had done t h e 
a v e r a g e , i t would have been somewhere i n t h e t e e n s . 
So t h a t ' s an example of where, you know, i f you s l i c e 
and d i c e , you get d i f f e r e n t , you get e x t r e m e s . 
Whereas, i f you s p r e a d , you get a l o w e r r a t e . 

REP. BOYD: I'm g l a d t h a t you b r o u g h t 
t h a t up, because a g a i n , f o r t h e f o l k s i n t h e room, 
i t ' s i m p o r t a n t t o r e c o g n i z e t h a t , and I ' l l p i g g y b a c k 
on s o m e t h i n g t h a t R e p r e s e n t a t i v e S t u r l a s a i d , 
b a s i c a l l y t h e n e t e f f e c t o f 7 4 6 i s t o s o r t of s p r e a d 
t h i s l o a d , t h a t ' s what i t does, i t s p r e a d s t h e l o a d , 
and so i f you a r e a s m a l l group t h a t has s p e c i f i c 
p e o p l e t h a t a r e -- t h e i r premiums a r e l o w e r , t h e y ' r e 
p r o b a b l y g o i n g t o be p a y i n g h i g h e r . T h a t ' s t h e n e t 
e f f e c t of t h i s , i s t h a t i t ' s g o i n g t o s p r e a d t h i n g s 
o u t , p a r t i c u l a r l y f o r a guy l i k e m y s e l f who's now 
c r e s t e d t h e h a l f - c e n t u r y mark and I'm on t h e ups w i n g . 
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Of c o u r s e , my 2 3 - y e a r - o l d son, i t ' s a c t u a l l y g o i n g t o 
i n c r e a s e p r o b a b l y t h e premium t h a t ' s b e i n g c h a r g e d t o 
h i s company where he works, b e c a u s e i t ' s g o i n g t o be 
d o i n g t h i s s p r e a d i n g o u t . 

And R e p r e s e n t a t i v e S t u r l a ' s comment t h a t 
r e g u l a t i o n c o n t r o l s c o s t s , I would at l e a s t o f f e r t h a t 
t h e r e ' s some o t h e r v i e w p o i n t s and one of t h o s e 
v i e w p o i n t s i s , t h e c o m p e t i t i o n i s a b s o l u t e l y i n 
t r a n s p a r e n c y , g i v i n g t h e s e f o l k s i n t h e room t he 
a b i l i t y t o shop among a dozen i n s u r e r s i n s t e a d o f one 
or two and, you know, you know I was a m a s s i v e 
a d v o c a t e of a l l o w i n g C a p i t a l B l u e C r o s s t o w r i t e 
s t a t e w i d e when t h e merger was p r o p o s e d . 

So I'm s u g g e s t i n g t h a t 746 i s a p a r t of the 
packag e , but I s t i l l t h i n k I would l i k e t o see t h e s e 
p e o p l e be a b l e t o buy i n s u r a n c e a c r o s s s t a t e l i n e s . 
T h a t ' s a b i l l t h a t we had t a l k e d about i n t h e House. 
So t h a t i f t h e r e ' s an i n s u r e r t h a t ' s o f f e r i n g a 
p r o d u c t o v e r i n Ohio and i t ' s a c o m p e t i t i v e p r o d u c t 
and t h e y can buy i t h e r e , why s h o u l d n ' t t h e y be 
a l l o w e d t o do t h a t ? 

MR. ARIO: Anybody t h a t wants t o s e l l 
t h e i r p r o d u c t i n P e n n s y l v a n i a can do so, t h e y j u s t 
have t o comply w i t h our consumer p r o t e c t i o n l a w s . And 
s o i f you say you want a company i n Ohio t o be a b l e t o 
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s e l l h e r e w i t h o u t any consumer p r o t e c t i o n , t h e 
q u e s t i o n i s what do you e x a c t l y mean by t h a t , do you 
mean t h a t t h e y don't have t o pay c l a i m s , t h e y 
s h o u l d n ' t be s u b j e c t t o any r e g u l a t i o n i f t h e y r e f u s e 
t o pay c l a i m s , or what l e v e l of consumer p r o t e c t i o n do 
you want t o c u t them out o f t h a t a p p l i e s t o o t h e r 
companies i n P e n n s y l v a n i a ? 

But any company t h a t wants t o comply w i t h our 
consumer p r o t e c t i o n laws a l r e a d y can s e l l i n 
P e n n s y l v a n i a and most o f them do. A e t n a i s i n a l m o s t 
e v e r y s t a t e . U n i t e d i s i n a l m o s t e v e r y s t a t e . So the 
q u e s t i o n i s whether t h e y get t o -- t h e o u t - o f - s t a t e 
companies get t o comply w i t h a l e s s e r s e t o f laws t h a n 
t h e i n - s t a t e companies, and you may be a d v o c a t i n g 
t h a t , i t ' s a h a r d q u e s t i o n about w h i c h consumer 
p r o t e c t i o n laws s h o u l d n ' t a p p l y t o t h e Ohio company 
t h a t do a p p l y t o the P e n n s y l v a n i a company. 

REP. BOYD: W e l l , t h e r e ' s o t h e r i s s u e s 
t h a t go a l o n g w i t h t h a t and i t ' s t h e mandate 
m o r a t o r i u m s , e v e r y t i m e we put a n o t h e r mandate on, 
p o t e n t i a l l y we're i n c r e a s i n g t h e p o t e n t i a l c o s t . So, 
a g a i n , t h e p o i n t t h a t I'm t r y i n g t o get at i s f o r 
p e o p l e t o u n d e r s t a n d what t he n e t e f f e c t of t h e s e 
b i l l s do. A l l r i g h t . T hey're g o i n g t o i n c r e a s e 
premiums f o r some p e o p l e , t h e y ' l l d e c r e a s e premiums 
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f o r o t h e r p e o p l e , t h e y w i l l have a s t a b i l i z i n g i m p a c t , 
and I t h i n k t h a t ' s a b s o l u t e l y t r u e . As a b u s i n e s s 
p e r s o n , I don't l i k e u n p r e d i c t a b l e c o s t s , b ut I a l s o 
don't n e c e s s a r i l y b e l i e v e t h a t government r e g u l a t i o n 
i s t h e o n l y way t o c o n t r o l c o s t s . 

There was an a r t i c l e t h a t j u s t came out not 
t oo l o n g ago on t he t e n i t ems t hat a r e c h e a p e r now 
t h a n t h e y were 20 y e a r s ago, and I can g u a r a n t e e you 
t h a t e v e r y one of them i s not a r e g u l a t e d i t e m , t h e 
market f o r c e s do h e l p d r i v e c o s t s down. C o m p e t i t i o n 
i s a good t h i n g , t r a n s p a r e n c y i s a good t h i n g . So 
a n y t h i n g i n t h e s e r e g u l a t i o n s t h a t , i n my o p i n i o n , 
t hat f a c i l i t a t e and enhance a c o m p e t i t i v e market p l a c e 
a r e p o s i t i v e r e f o r m s as w e l l , not j u s t -¬

MR. ARIO: I do not d i s a g r e e , b r o a d 
s t r o k e s , w i t h t h e n o t i o n t h a t we want t o combine 
c o m p e t i t i o n w i t h r e g u l a t i o n i n an e f f e c t i v e manner. 
The f e d e r a l r e f o r m i s a not s i n g l e - p a y e r s y s t e m t h a t 
w i pes out a l l c o m p e t i t i o n , i t a l s o wasn't a l e t i t r i p 
i n t h e m a r k e t p l a c e w i t h no r e g u l a t i o n . I t ' s a 
d e l i c a t e b a l a n c i n g o f t h o s e two t h i n g s t h a t w i l l get 
us t h e b e s t r e s u l t s . Many of your p o i n t s a r e w e l l 
t a k e n , I would agree w i t h much of what you s a i d , not 
a l l of i t , t h o u g h . 

REP. DeLUCA: C o m m i s s i o n e r , y o u ' r e g o i n g 
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t o have t o s t a y h e r e t o l o b b y a c o u p l e o f p e o p l e . The 
r e p o r t e r needs a b r e a k and t h e r e i s a -- t h e r e ' s a 
M e r c u r y M a r i n e r t h a t ' s b l o c k i n g t h e d r i v e w a y . 

(Recess.) 
REP. DeLUCA: R e p r e s e n t a t i v e L o n g i e t t i , 

y o u ' r e n e x t . 
REP. LONGIETTI: Thank you, Mr. Chairman. 

I ' l l be b r i e f . Thank you. 
We've h e a r d some t e r m i n o l o g y t o d a y , m e d i c a l 

u n d e r w r i t i n g , computer p r e d i c t i v e m o d e l i n g , 
q u e s t i o n n a i r e s , a s s i s t i n g computer p r e d i c t i v e 
m o d e l i n g . I have a t w o - p a r t q u e s t i o n . One i s , can 
you d i s t i n g u i s h between t h o s e , i s t h e r e a d i f f e r e n c e 
between m e d i c a l u n d e r w r i t i n g and computer p r e d i c t i v e 
m o d e l i n g w i t h o r w i t h o u t q u e s t i o n n a i r e s ; and No. 2, I 
t h i n k i t was i n d i c a t e d t h a t Highmark d o e s n ' t use 
q u e s t i o n n a i r e s , b ut t h e y do computer p r e d i c t i v e 
m o d e l i n g . What i n f o r m a t i o n would t h e y be i n c l u d i n g i n 
t h e i r m o d e l i n g , age, gender, p a s t c l a i m s , i s t h e r e 
s o m e t h i n g e l s e -- i f you have -- but f i r s t o f f , i s 
t h e r e a d i s t i n c t i o n between m e d i c a l u n d e r w r i t i n g 
and -¬

MR. ARIO: Yes, t h e r e ' s a d i s t i n c t i o n . 
I'm g o i n g t o t r y t o s t a y out of t h e weeds h e r e , 
b e c a u s e we can get v e r y n e r d i s h and v e r y c o m p l i c a t e d 
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v e r y q u i c k l y , b ut b a s i c a l l y m e d i c a l u n d e r w r i t i n g means 
t h a t y o u ' r e u s i n g m e d i c a l i n f o r m a t i o n t o d e c i d e -¬
t e c h n i c a l l y , u n d e r w r i t i n g means t o d e c i d e whether 
y o u ' r e g o i n g t o t a k e t h e r i s k o r n o t , but t h e te r m has 
come t o be used i n t h i s s t a t e t o a l s o mean how much 
you ' r e g o i n g t o p r i c e t h e i n s u r a n c e . That would 
t e c h n i c a l l y be m e d i c a l r a t i n g , not m e d i c a l 
u n d e r w r i t i n g , b ut i t r e f e r s t o the use o f m e d i c a l 
i n f o r m a t i on of s ome s o r t t o e i t h e r d e c i d e yes or no on 
the r i s k or t o p r i c e t h e r i s k . 

Computer p r e d i c t i v e m o d e l i n g can use any 
number of f a c t o r s , i t c o u l d be m e d i c a l , but i t c o u l d 
a l s o be age and d e m o g r a p h i c s , t y p e of b u s i n e s s . I 
t h i n k a l l i n s u r e r s t o d a y i n t h e s m a l l group market use 
what a r e c a l l e d SIC codes t o d e t e r m i n e what k i n d of 
i n d u s t r y i t i s , t h o s e s o r t of t h i n g s . So computer 
m o d e l i n g can be done on any number of v a r i a b l e s , i t ' s 
not n e c e s s a r i l y t h e t y p e o f m e d i c a l v a r i a b l e s . 

REP. LONGIETTI: So w i t h computer 
p r e d i c t i v e m o d e l i n g , p a r t i c u l a r l y I'm t h i n k i n g t o the 
q u e s t i o n n a i r e s , I'm assuming t h e y ' r e a s k i n g some 
m e d i c a l i n f o r m a t i o n , p e r h a p s , f a m i l y h i s t o r y ? 

MR. ARIO: So t h e y ' r e p r o b a b l y a l l b o t h 
m e d i c a l u n d e r w r i t i n g and p r e d i c t i v e m o d e l i n g t o g e t h e r . 

REP. LONGIETTI: So i n o t h e r words, w i t h 
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t h e computer p r e d i c t i v e m o d e l i n g , why can we not say 
t h a t t h e y cannot use m e d i c a l i n f o r m a t i o n as p a r t o f 
t h e i r m o d e l i n g , i f y o u ' r e s a y i n g we r e a l l y don't 
p e r m i t m e d i c a l u n d e r w r i t i n g o r m e d i c a l r a t i n g s . 

MR. ARIO: W e l l , t o d a y we do p e r m i t 
m e d i c a l u n d e r w r i t i n g and r a t i n g . Those models won't 
be u s a b l e f o r t h o s e p u r p o s e s a f t e r 2014. 

Ther e ' s an argument, by t h e way, t o d a y t h a t 
s ome o f t h e q u e s t i o n i n g i s i l l e g a l under f e d e r a l law 
t h a t p r o h i b i t s p e o p l e from b e i n g p u n i s h e d b e c a u s e o f 
t h e i r g e n e t i c , your DNA b a s i c a l l y , and so some o f 
t h e s e q u e s t i o n s may a r g u a b l y be g e t t i n g a t q u e s t i o n s 
t h a t a r e e s s e n t i a l l y p u n i s h i n g p e o p l e because t h e y 
have a c e r t a i n g e n e t i c makeup, and t h e q u e s t i o n g e t s 
a t t h a t , and t h a t i s p r o h i b i t e d now b e c a u s e , guess 
what? I f p e o p l e knew t h e y were g o i n g t o be p u n i s h e d 
on t h e i r h e a l t h c a r e f o r t h e i r g e n e t i c makeup, p e o p l e 
p r o b a b l y w o u l d n ' t want t o f i n d out t o o much about 
t h e i r makeup. So t h e r e a r e laws on some of t h e s e 
i s s u e s -¬

H e a l t h c a r e i s j u s t d i f f e r e n t t h a n o t h e r 
t h i n g s . I f I'm, you know, a d r i v e r who has had a 
g r e a t d r i v i n g r e c o r d f o r t e n , 20 y e a r s , and a l l of a 
sudden, I have t h r e e bad c l a i m s , i n a y e a r , t h r e e 
a c c i d e n t s , say, I e x p e c t t o pay more f o r my i n s u r a n c e . 
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I t h i n k most p e o p l e do, but you ask somebody who has 
p a i d on a h e a l t h c a r e p o l i c y f o r t e n , 20 y e a r s and now 
t h e y get c a n c e r , s h o u l d t h e y be p u n i s h e d on t h e i r 
h e a l t h premium f o r t h a t , most p e o p l e would say no. So 
h e a l t h c a r e , use o f h e a l t h i n f o r m a t i o n i s d i f f e r e n t 
t h a n k i n d of p r e d i c t i v e m o d e l i n g m ight be i n o t h e r 
forms of i n s u r a n c e . 

REP. LONGIETTI: I t ' s my u n d e r s t a n d i n g 
t h a t Highmark c l a i m s t h a t t h e y don't m e d i c a l 
u n d e r w r i t e , t h e y don't m e d i c a l l y r a t e . 

MR. ARIO: T h a t ' s c o r r e c t . 
REP. LONGIETTI: Y e t , t h e y do use 

computer p r e d i c t i v e m o d e l i n g t o p r i c e out t h e i r p l a n 
or t o d e t e r m i n e whether somebody i s g o i n g t o be 
d e c l i n e d . I s t h e r e a d i f f e r e n c e ? A r e t h e y u s i n g 
m e d i c a l i n f o r m a t i o n , do we know t h a t ? I s t h e r e a way 
f o r us t o know whether or not t h e y ' r e u s i n g m e d i c a l 
i n f o r ma t i o n? 

MR. ARIO: Th e r e ' s g o i n g t o be a v e r y 
f i n e l i n e h e r e , y o u ' r e c o r r e c t . I t h i n k you s h o u l d 
ask t h e s e q u e s t i o n s t o Highmark, but I t h i n k what 
t h e y ' l l p r o b a b l y t e l l you g e n e r a l l y i s we don't use 
t h e s e q u e s t i o n n a i r e s on t h e f r o n t end when we do 
b u s i n e s s , b ut y e s , but when we have -- i t comes t o 
r e n e w a l o f a c u r r e n t c l i e n t , we l o o k at t h e i r c l a i m s 
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e x p e r i e n c e , w h i c h i s r e a l l y a form of l o o k i n g at t h e i r 
m e d i c a l e x p e r i e n c e and so t h e y do use t h a t i n f o r m a t i o n 
a t r e n e w a l t i m e . 

REP. LONGIETTI: So t h e l i n e s seem p r e t t y 
b l u r r e d a t t h i s p o i n t ? 

MR. ARIO: Yes. Once we r e f o r m market i n 
2014, i t ' s g o i n g t o be a whole l o t s i m p l e r t o b u y i n g 
i n s u r a n c e . I n M a s s a c h u s e t t s , where you have t he 
exchan g e s , p e o p l e can buy i n s u r a n c e w i t h i n 20 m i n u t e s 
on t he web s i t e , b ecause you don't have t o go t h r o u g h 
a l l t h e s e m e d i c a l q u e s t i o n s and d e t a i l s about your 
h e a l t h h i s t o r y , b ecause t h e y c a n ' t be used t o p r i c e 
t h e i n s u r a n c e , so i t s i m p l i f i e s t h e whole p r o c e s s , 
makes i t more e f f i c i e n t , makes i t more c o m p e t i t i v e . 
I t ' s v e r y good f o r R e p r e s e n t a t i v e Boyd and t h e 
c o m p e t i t i o n a d v o c a t e s t o s t r e a m l i n e t h e p r o c e s s . 

REP. LONGIETTI: Thank you. Thank you 
v e r y much. 

MR. ARIO: Thank you. 
REP. DeLUCA: R e p r e s e n t a t i v e F r a n k e l . 
REP. FRANKEL: Thank you, Mr. Chairman. 

Thank you. C o m m i s s i o n e r , f o r b e i n g h e r e t o d a y . 
One of t h e t h i n g s t h a t we've h e a r d from some 

of t h e t e s t i m o n y t h i s m o r n i n g was t h a t f o l k s a r e b e i n g 
r e a l l y f o r c e d i n t o p o l i c y o p t i o n s t h a t c o n t a i n v e r y 
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h i g h d e d u c t i b l e s , v e r y h i g h copayments and as a 
r e s u l t , I t h i n k Ms. F r a n k s and Mr. P r i c e b o t h 
e x p r e s s e d t h e f a c t t h a t t h e y t r y not t o u t i l i z e t h e i r 
i n s u r a n c e u n t i l t h e r e ' s s o m e t h i n g c a t a s t r o p h i c t h a t 
t a k e s p l a c e . 

I'm w o n d e r i n g , b e c a u s e , you know, we've t a l k e d 
about t he c o s t t h a t d r i v e s t h e h e a l t h c a r e s y s t e m i s 
sometimes t h e o v e r u t i l i z a t i o n o f t h e h e a l t h c a r e s y s t e m 
by i n d i v i d u a l s , b ut t h i s , on t h e o t h e r hand, as f o l k s 
a r e f o r c e d i n t o t h e s e h i g h d e d u c t i b l e programs, seems 
t o me c o u l d e x a c e r b a t e c o s t s w i t h i n t h e h e a l t h c a r e 
s y s t e m as p e o p l e don't seek p r e v e n t i v e c a r e , don't go 
t o seek i n t e r v e n t i o n s when s o m e t h i n g s t r i k e s them as 
not b e i n g r i g h t e a r l y , and t h e n y o u ' r e f a c e d w i t h 
c h r o n i c i l l n e s s o r a c a t a s t r o p h i c h e a l t h i n s t a n c e . 
Any sense of t h a t t y p e of t h i n g t a k i n g p l a c e out 
t h e r e ? 

MR. ARIO: R e p r e s e n t a t i v e F r a n k e l , v e r y 
good q u e s t i o n . You're d r i l l i n g i n t o one of t h e -- the 
k i n d o f t h e complex i s s u e s h e r e , and the f e d e r a l 
r e f o r m on t h i s t r i e s t o s t r i k e a b a l a n c e , t h e r e ' s 
c e r t a i n k i n d s o f p r e v e n t i v e s e r v i c e s have t o be 
a v a i l a b l e w i t h no c o s t s h a r i n g , b ecause we d e f i n i t e l y 
know t h a t t h e y promote h e a l t h , and we want e v e r y b o d y 
t o get t h o s e p r e v e n t i v e s e r v i c e s and not be an 
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i n c e n t i v e t o maybe a v o i d them, because t h e r e ' s a h i g h 
copay on them. 

On t h e o t h e r hand, we're not g o i n g t o s o l v e 
our h e a l t h c a r e p r o b l e m s i f we don't have as a g e n e r a l 
m a t t e r , consumers have, q u o t e / u n q u o t e , more s k i n i n 
the game, as t h e i n s u r e r s l i k e t o say. So t h e use of 
h i g h e r c o s t s h a r i n g i s g e n e r a l l y a good t h i n g w i t h i n 
r e a s o n . I t ' s h e l p e d d r i v e t h e p e o p l e away from b r a n d 
name dru g s i n t o p r e s c r i p t i o n d rugs t h a t do j u s t as 
good. The dr u g companies a r e v e r y good about 
a d v e r t i s i n g and making p e o p l e t h i n k t h e y need b r a n d 
names when, i n f a c t , t h e s c i e n c e says t h e g e n e r i c does 
j u s t as good a j o b . Pure p r i c i n g works t o send p e o p l e 
the r i g h t way, yo u ' r e not g o i n g t o f o r c e p e o p l e away 
from t h e b r a n d , but t h e y ' l l j u s t pay more i f t h e y want 
t o use them. 

So when i s i t s o m e t h i n g t h a t ought t o be no 
co p a y s , l i k e p r e v e n t i v e s e r v i c e v e r s u s a s i g n i f i c a n t 
copay t o use a b r a n d name d r u g , where do you draw 
t h o s e l i n e s ? There a r e a l o t o f e x p e r t s who a r e 
l o o k i n g a t t h a t , t h o s e i s s u e s w i l l be p a r t of d e f i n i n g 
th e e s s e n t i a l b e n e f i t p l a n under t h e f e d e r a l law, b ut 
I do t h i n k -- a l i t t l e known f a c t about t he f e d e r a l 
b i l l , i s i t a l l o w s f o r w e l l n e s s i n c e n t i v e s of up t o 
35 p e r c e n t . So we made r e f e r e n c e t o p e o p l e who smoke. 
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t h e y can be c h a r g e d a l o t more f o r i n s u r a n c e because 
t h a t c a u s e s h e a l t h p r o b l e m s . A l l t h o s e s o r t s of 
i n c e n t i v e s s h o u l d be b u i l t i n t o our system. 

Premiums a r e a p a r t i c u l a r l y p o or way t o do 
t h a t , a c t u a l l y , b ecause t h e y p u n i s h p e o p l e f o r t h i n g s 
t h a t t h e y have no c o n t r o l o v e r , l i k e a g e n e t i c 
d i s e a s e , and t h e y don't r e w a r d you f o r q u i t t i n g 
smoking because i t d o e s n ' t show up f o r y e a r s . So 
w e l l n e s s i n c e n t i v e s a c t u a l l y does -- c o u l d be i t . 

REP. FRANKEL: I t h i n k s k i n i n t h e game 
i s i m p o r t a n t , b ut a s e v e r a l t h o u s a n d d o l l a r s 
d e d u c t i b l e i s a d i f f e r e n t i s s u e , t h a t ' s more t h a n t he 
s k i n i n t h e game f o r a l o t of p e o p l e . So t h e r e needs 
t o be a b a l a n c e . 

MR. ARIO: Yeah, and under t he f e d e r a l 
r e f o r m s , a g a i n , t h e companies have t o o f f e r -- i f 
t h e y ' r e g o i n g t o o f f e r t h o s e i n t h e mar k e t , t h e y have 
t o a l s o o f f e r r i c h e r b e n e f i t p l a n s , so t h e r e ' s c h o i c e 
f o r p e o p l e . I t w i l l c o s t you more i f you want t h e 
r i c h e r b e n e f i t , b ut i t s h o u l d be a v a i l a b l e t o you. 

REP. FRANKEL: Thank you. 
REP. DeLUCA: R e p r e s e n t a t i v e P a s h i n s k i . 
REP. PASHINSKI: Thank you, Mr. Chairman. 

Mr. S e c r e t a r y , I have t h r e e s h o r t t h i n g s h e r e . 

F i r s t o f a l l , as we've d i s c u s s e d t h i s and i n 
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our p l i g h t t o t r y t o b a l a n c e a l l t h e t h i n g s t h a t we 
need t o do, f o r t h e r e c o r d , c o u l d you p r i o r i t i z e what 
you b e l i e v e needs t o be done i n some k i n d o f an o r d e r 
t o h e l p b a l a n c e t h i s s y s t e m so t h a t t h e i n s u r e r s can 
s t i l l s t a y i n b u s i n e s s and make somewhat of a p r o f i t , 
and y e t red u c e t h o s e premiums o r a t l e a s t c o n t r o l 
t h o s e premium c o s t s so i t d o e s n ' t put e v e r y b o d y e l s e 
out of b u s i n e s s ? 

MR. ARIO: W e l l , t h e f i r s t t h i n g you have 
t o do i s what M a s s a c h u s e t t s d i d and what 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 done, i s t o get e v e r y b o d y i n 
the system. So c o v e r a g e has t o be t h e f i r s t t h i n g and 
the way we do i t i n our system, u n l e s s we're g o i n g t o 
have a s i n g l e p a y e r , i f y o u ' r e g o i n g t o have 
c o m p e t i t i v e i n s u r a n c e companies, t h e n you have t o say 
i f i n s u r a n c e companies have t o t a k e e v e r y b o d y , t h e n 
e v e r y b o d y has t o t a k e up an o f f e r , e v e r y b o d y has t o 
p a r t i c i p a t e , t h e r e ' s no dues, u n i o n dues and w h a t e v e r , 
you have t o have t h a t . Romney c a l l e d i t p e r s o n a l 
r e s p o n s i b i l i t y . Obamacare was Romneycare b e f o r e i t 
was Obamacare, but t h a t n o t i o n of g e t t i n g e v e r y b o d y i n 
i n M a s s a c h u s e t t s shows you can do i t , you can get 97, 
98, w h a t e v e r , i t ' s A m e r i c a , w h a t e v e r you g e t , you 
c a n ' t get hundred p e r c e n t of t h e p e o p l e d o i n g t h e same 
t h i n g on a n y t h i n g , so 97, 98, t h a t ' s p r e t t y good. 



TRANSCRIPT OF PROCEEDINGS 

Once you have t h a t , t h e n you can have much 
more r a t i o n a l d i s c u s s i o n o f how t o c o n t r o l c o s t s . As 
l o n g as t h e r e a r e p e o p l e o u t s i d e o f t h a t s y stem, t h a t 
c o n v e r s a t i o n n e v e r works, because i t ' s a b a l l o o n , you 
squeeze h e r e and the b a l l o o n opens up o v e r h e r e , and 
you got c o s t s h i f t s g o i n g i n d i f f e r e n t d i r e c t i o n s , and 
a l l i t i s i s a huge e q u i t y argument about whose back 
a r e we s a v i n g money on. And so t h e i d e a of save money 
i n t h e s y s t e m by k i c k i n g p e o p l e out o f t h e system, i t 
do e s n ' t work v e r y w e l l , and i t ' s not f a i r , and so 
f o r t h . 

So now you got ev e r y o n e i n t h e sys t e m , t h e n 
you do have t o do c o s t c o n t r o l and t h i s i s why I'm 
d e f e n d i n g i n s u r a n c e , t h e p r i n c i p a l c o s t d r i v e r s a r e 
not w i t h t h e i n s u r a n c e companies, we t a k e a l l t h e 
p r o f i t s o f a l l of t h e i n s u r a n c e companies and a l l o f 
the e a r n i n g s of t h e n o n - p r o f i t i n s u r a n c e companies and 
a l l t h e e x e c u t i v e c o m p e n s a t i o n , a l l t h a t , and i t would 
pay f o r a c o u p l e days w o r t h o f h e a l t h c a r e p e r y e a r . 

So i t ' s a f a c t o r t h a t you need t o squeeze on, 
j u s t l i k e you squeeze on e v e r y o t h e r f a c t o r , but t h e 
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 t h a t ' s where you 
have t o get at t h i n g s and t h e r e , t h e f i r s t t h i n g you 
have t o do i s , i t ' s not r o c k e t s c i e n c e , you have t o 
s t o p p a y i n g f e e f o r s e r v i c e m e d i c i n e . I f you pay 
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p e o p l e f o r volume i n b u s i n e s s , you get what you pay 
f o r , y o u ' r e g o i n g t o get volume. So you have t o 
change t h e sys t e m . 

Some p e o p l e t a l k about t he ways i n w h i c h t h e y 
e x p e r i m e n t e d i n c o m b i n i n g t he c o s t s so t h a t you don't 
pay f o r t h e h e a r t s u r g e r y once when you come i n and 
t h e n i f you get a c o m p l i c a t i o n , t h e y a c t u a l l y b e n e f i t , 
b e c a u s e t h e y get t o cha r g e you a g a i n . I t ought t o be 
one p r i c e and b u n d l e d payments and u l t i m a t e l y g l o b a l 
payments. That needs t o a l l happen on s t e r o i d s i n our 
s ystem and t h e f e d e r a l b i l l i s s e t up t o do a l l of 
t h a t . I t does have t h a t , i t ' s a l l done i n p i l o t 
p r ograms, i t ' s g o i n g t o have t o be r a t c h e t e d up, but 
i t ' s t h e r e , use o f h i g h e r q u a l i t y m e d i c i n e and t h e n 
t h e s e w e l l n e s s i n c e n t i v e s . 

So c o s t c o n t r o l i s a b s o l u t e l y e s s e n t i a l . 
E v e r y o t h e r c o u n t r y i n the w o r l d , f i r s t t h e y got 
ev e r y b o d y i n and t h e n t h e y c o n t r o l l e d t h e c o s t . The 
i d e a t h a t i n A m e r i c a we c a n ' t do t h a t and t h e i d e a 
t h a t p e o p l e say, w e l l , i t ' s j u s t common sense i f you 
c o v e r more p e o p l e , i t ' s g o i n g t o c o s t more. No, i t ' s 
not common s e n s e , because l o o k at the r e c o r d , e v e r y 
o t h e r c o u n t r y i n the w o r l d c o v e r s e v e r y b o d y and pays 
l e s s t h a n us. Dah? I mean you t h i n k i t would be 
so m e t h i n g t h a t p e o p l e would say gee, i f t h a t ' s t h e 
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r e c o r d of e v e r y s i n g l e c o u n t r y , maybe t h e r e i s a 
c o n n e c t i o n h e r e , but i n t h i s c o u n t r y p e o p l e s t i l l 
f i g h t about t h a t . 

REP. PASHINSKI: And I a p p r e c i a t e t h a t 
and t h a t needs t o be s a i d many t i m e s o v e r . So e v e r y 
t i m e I see you, I'm g o i n g t o ask you t h a t q u e s t i o n . 

MR. ARIO: I ' l l t r y t o get s h o r t e r and 
s h o r t e r w i t h my d e s c r i p t i o n o f i t . 

REP. PASHINSKI: The second t h i n g i s , do 
you agree t h a t we s h o u l d be a b l e t o have, w i t h a l l t he 
i n f o r m a t i o n we have, w i t h a l l t h e d a t a t h a t we've 
c o l l e c t e d o v e r t h e y e a r s , t he c o s t of d i f f e r e n t k i n d s 
o f p r o c e d u r e s t h a t t h e r e s h o u l d be a s t a n d a r d i z e d 
r a t i n g s e t o f f o r m u l a s so t h a t you s h o u l d have some 
i d e a o f what t o c h a r g e ? 

MR. ARIO: Yes, I don't t h i n k you c o u l d 
get t o , you know, b i l l c h a r g e s i n the sense o f t h a t we 
have w o r k e r s ' comp f o r e v e r y t h i n g , I t h i n k you want 
th e c o m p e t i t i o n t h i n g i n t h e r e and you want 
t r a n s p a r e n c y as p a r t of i t , b u t we s h o u l d d e f i n i t e l y 
make i s s u e o f t h e f a c t t h a t i n t h i s p a r t of t h e 
c o u n t r y , i t c o s t s t h r e e t i m e s as much f o r t h e same 
k i n d o f s i t u a t i o n . I t ' s i n t e r e s t i n g , u s u a l l y , t h o s e 
t h i n g s , m e d i c i n e i s c o m p l i c a t e d , b ut u s u a l l y , back 
s u r g e r i e s seem t o be more e x p e n s i v e i n p a r t i c u l a r 
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a r e a s , p r o b a b l y because t h e r e ' s more u t i l i z a t i o n of 
back s u r g e r y , and i t ' s p r o b a b l y because t h e r e happen 
t o be more back s u r g e o n s i n t h a t p a r t of t h e w o r l d . 
You know, so s u p p l y d r i v e s demand and so f o r t h . So 
you do need t o , I t h i n k , get r i d o f some of t h e s e 
d i s p a r i t i e s and t h e r e ' s t h i n g s i n t h i s b i l l t h a t do 
t h a t as w e l l , b ut y o u ' l l n e v e r be c o m p l e t e l y r i d of 
them. 

REP. PASHINSKI: I u n d e r s t a n d t h e r e a r e 
v a r i o u s p a r t s o f the c o u n t r y demand a d i f f e r e n t 
c h a r g e , b ut t h e r e s h o u l d be a -- I was t h i n k i n g about 
t h e g e n t l e m a n t h a t t e s t i f i e d e a r l i e r where he c o u l d n ' t 
get t h e i n s u r a n c e company t o d e f i n e f o r he and h i s 
f a m i l y why t h e i n s u r a n c e c o s t s were g o i n g t h r o u g h t h e 
r o o f , because t h e y w o u l d n ' t a l l o w him t o have t h e 
i n f o r m a t i o n by w h i c h t h e y would be d e v e l o p i n g t h a t 
premium. And my p o i n t h e r e i s t h a t I b e l i e v e we do 
have enough i n f o r m a t i o n , we've done a b a z i l l i o n 
o p e r a t i o n s and p r o c e d u r e s , we s h o u l d have a p r e t t y 
s t a n d a r d i d e a o f what i t would c o s t . I t would v a r y 
s l i g h t l y from r e g i o n t o r e g i o n , s t a t e t o s t a t e , but 
t h e r e s h o u l d be some k i n d of b a s i c f o r m u l a t h a t you 
work w i t h . 

MR. ARIO: And p e o p l e want 
s t a n d a r d i z a t i o n . We t a l k about c h o i c e , p e o p l e want 
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c h o i c e s , but e v e r y k i n d of m a r k e t i n g r e s e a r c h t h a t ' s 
done on t h i s shows t h a t p e o p l e want a r e a s o n a b l e 
number of c h o i c e s , b ut t h e n a t some l e v e l , t o o many 
c h o i c e s become d i s e m p o w e r i n g and c o n f u s i n g t o p e o p l e , 
so i t ' s h i t t i n g t h e sweet s p o t , enough c h o i c e s t o g i v e 
p e o p l e a c h o i c e , but a l s o not so many, such a 
p r o l i f e r a t i o n o f n o n - s t a n d a r d i z ed t h i s o r t h a t t h a t 
you c a n ' t -- i t ' s t o o h a r d t o f i g u r e o u t . 

REP. PASHINSKI: And I a p p r e c i a t e t h a t . 
And t h e v e r y l a s t t h i n g I'm g o i n g t o ask you, you 
d e v e l o p e d a c e i l i n g l e v e l of t e n p e r c e n t , when t h e 
i n s u r a n c e companies r e q u e s t e d r a t e s w e l l beyond t he 
t e n p e r c e n t , 30, 40 p e r c e n t t h a t were t h e n o n - p r o f i t s , 
t h a t you have some a b i l i t y t o c o n t r o l , you put a 
c e i l i n g r a t e at t e n p e r c e n t w h i c h t h e y ended up 
a c c e p t i n g . Why would i t be t e n p e r c e n t , why not f i v e ? 

MR. ARIO: F i r s t o f a l l , we d i d n ' t put an 
a b s o l u t e c e i l i n g , we j u s t s a i d i f you want t o get more 
t h a n t h a t , t h e n you need t o show us t h e whole book and 
show us t h a t t h e whole book o f b u s i n e s s a c t u a l l y i s 
ov e r t e n p e r c e n t and t h a t i t ' s not -- t h e r e a s o n t h e s e 
r a t e i n c r e a s e s a r e ov e r t e n p e r c e n t i s not because 
y o u ' r e d i s c r i m i n a t i n g a g a i n s t t h i s group o v e r h e r e 
v e r s u s t h i s group, i t ' s because e v e r y t h i n g i s more 
e x p e n s i v e . The r e a s o n we chose t e n i s b e c a u s e , as I 
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s a i d b e f o r e , m e d i c a l i n f l a t i o n i s o v e r f i v e , so t e n 
was a l i t t l e g enerous a c t u a l l y b ecause m e d i c a l 
i n f l a t i o n may be s i x or sev e n . I t h i n k as we get more 
and more t r a n s p a r e n c y i n t h e m a r k e t p l a c e , t h e s e t h i n g s 
w i l l be, you know, t h e m a r g i n s w i l l be t i g h t e r and 
t i g h t e r p r o b a b l y . H e a l t h i n s u r a n c e i s s t i l l -- the 
s t o c k market and companies t h a t a r e on t h e s t o c k 
market i s s t i l l d o i n g w e l l , b ut t h e y ' r e p r o b a b l y g o i n g 
t o have n a r r o w e r m a r g i n s i n t h e f u t u r e t h a n t h e y ' v e 
had i n t h e p a s t . 

REP. PASHINSKI: Thank you. I a p p r e c i a t e 

i t . 
REP. DeLUCA: J u s t one q u e s t i o n . 

C o m m i s s i o n e r . You m e n t i o n e d t h e f a c t t h a t , I t h i n k 
i t ' s one -- R e p r e s e n t a t i v e F r a n k e l -- t h a t we need t o 
have e v e r y b o d y i n t h e system. I t h i n k , i f I'm not 
m i s t a k e n , d o e s n ' t uncompensated c a r e t o the u n i n s u r e d 
c o s t us about n i n e p e r c e n t i n our premiums, t h e n i n e 
t o t e n p e r c e n t of our premiums, does t h a t p l a y a p a r t 
i n o ur p r e mi ums ? 

MR. ARIO: Yes. Mr. Chairman, y o u ' r e 
a b s o l u t e l y r i g h t , t h e n i n e p e r c e n t , seven p e r c e n t , 
w h a t e v e r t h a t number i s i s c a l c u l a t e d i n d i f f e r e n t 
ways. A m e r i c a i s t o o generous a c o u n t r y i n t h e end t o 
say s o r r y , you don't have i n s u r a n c e , y o u ' l l d i e on the 
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s t r e e t out h e r e . I t happens, but i t d o e s n ' t happen 
w i t h a l o t o f f r e q u e n c y . Most of the t i m e , p e o p l e end 
up i n an emergency room at t h e expense o f and t o t h e 
co n t i n u u m when t h e y c a n ' t get t h e i r c a r e e a r l i e r , and 
so f o r t h , and we have laws t h a t say you c a n ' t j u s t 
k i c k p e o p l e out o f t h e emergency room, you have t o 
s t a b i l i z e them. And so t h a t does end up c o s t i n g a 
f a i r amount of money f o r t h e h o s p i t a l s y s tem, and t h e n 
of c o u r s e , t h e y have t o ch a r g e o t h e r p a y e r s t o make up 
f o r t h o s e c o s t s and so t h a t ends up b e i n g a l o a d on 
ev e r y b o d y ' s premium. 

REP. DeLUCA: And as we c o n t i n u e t o 
i n c r e a s e t h e i n d i v i d u a l s w i t h o u t h e a l t h c a r e , t h a t 
means we c o n t i n u e t o i n c r e a s e our premiums b e c a u s e , i n 
f a c t , we a r e p a y i n g f o r i t , t h e ones who have 
h e a l t h c a r e , t h e r e ' s no f r e e l u n c h out t h e r e . We a r e 
p a y i n g f o r them p e o p l e t h a t a r e u n i n s u r e d . A l o t o f 
p e o p l e don't u n d e r s t a n d , b ut some of t h e s e u n i n s u r e d 
p e o p l e go t o t h e emergency room, t h e y ' r e p a y i n g t h e i r 
premiums, because t h e y r a i s e t h e p r i c e o f t h e 
h o s p i t a l s . 

MR. ARIO: Yes, yo u ' r e a b s o l u t e l y r i g h t . 
And f o r a number of -- t h a t ' s one v e r y i m p o r t a n t 
t h i n g , t h e r e ' s a whole l i t a n y o f r e a s o n s why you w i l l 
n ot e v e r have an e f f e c t i v e r a t i o n a l h e a l t h c a r e s y s t e m 
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u n t i l you have e v e r y b o d y a p a r t of t h a t s y stem. 
A g a i n , t h a t ' s -- t h e r e ' s no o t h e r c o u n t r y t h a t d o e s n ' t 
a c h i e v e t h a t i n t h e i n d u s t r i a l w o r l d . 

REP. DeLUCA: I j u s t want t o say 
s o m e t h i n g , j u s t on b e h a l f of my good f r i e n d . 
R e p r e s e n t a t i v e Boyd, and maybe I c o u l d be wrong, but I 
hav e n ' t seen d e r e g u l a t i o n b e n e f i t anybody as f a r as 
c o s t i n t h e l a s t t e n or 15 y e a r s . D e r e g u l a t e d t h e 
a i r l i n e i n d u s t r y , our c o s t s went up; t e l e p h o n e 
i n d u s t r y , our c o s t s went up. I don't know where we 
get t h i s s t u f f , t h e t r u c k i n g i n d u s t r y , we got t r u c k s 
g o i n g out t h e r e w i t h u n s a f e t i r e s , so not t o t a k e -¬
but i f d e r e g u l a t i o n h e l p s , I'm a l l f o r i t . 

Thank you, Mr. C o m m i s s i o n e r . R e p r e s e n t a t i v e 
Roae . 

REP. ROAE: Thank you, Mr. Chairman, and 
than k you. C o m m i s s i o n e r . 

Sometimes when you l o o k at t h i n g s l i k e how 
e x p e n s i v e p r o p e r t y t a x e s a r e , e v e r y b o d y wants t o l o o k 
a t what you can do t o b e t t e r f u n d s c h o o l s , nobody e v e r 
wants t o l o o k a t the c o s t of s c h o o l s . W e l l , w i t h 
h e a l t h i n s u r a n c e , i t ' s k i n d o f the same t h i n g . 
E v e r y b o d y a l w a y s t a l k s about how t o c u t the c o s t o f 
h e a l t h c a r e and what you pay i n premiums and I t h i n k a 
l ot of i t has t o do w i t h t h i n g s t h a t we do f o r 
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o u r s e l v e s . For example, what p e r c e n t a g e of h e a l t h c a r e 
c o s t s do you t h i n k c o u l d be a t t r i b u t e d t o p e o p l e b e i n g 
o v e r w e i g h t , d r i n k i n g t o o much, smoking t o o much, not 
w e a r i n g s e a t b e l t s , you know, h a v i n g u n p r o t e c t e d s ex, 
the t h i n g s t h a t i n c r e a s e t h e c o s t , r e g a r d l e s s of 
whether we have t h e government p a y i n g f o r h e a l t h c a r e 
or i n d i v i d u a l p l a n s or the b i l l t h a t we're t a l k i n g 
about h e r e t o d a y , i t seems l i k e p r o b a b l y a t h i r d o r a 
h a l f o f t h e c o s t s a r e a hundred p e r c e n t a v o i d a b l e . 

Do you have any f i g u r e s on t h a t , s i r ? 
MR. ARIO: I t h i n k i t ' s a v e r y good 

q u e s t i o n , works i n w i t h s e v e r a l of my answers e a r l i e r , 
t h e n o t i o n o f w e l l n e s s i n c e n t i v e s . I t h i n k i t i s v e r y 
i m p o r t a n t t o a d d r e s s t h e s e b e h a v i o r a l i s s u e s . 

T h e r e ' s no q u e s t i o n about t h a t , t h e ones you 
t i c k e d o f f , I won't get your whole l i s t , b ut j u s t t a k e 
smoking, o b e s i t y and d r u g abuse, a l c o h o l and d r u g 
abuse, t h o s e t h r e e t h i n g s , i f we c o u l d get a b e t t e r 
h a n d l e on t h o s e b e h a v i o r s , we c o u l d save s u b s t a n t i a l 
amounts o f money. 

I've seen p r e s e n t a t i o n s where m e d i c a l 
p e r s o n n e l have p o i n t e d out t h a t we a r e i n danger of 
a c t u a l l y g o i n g backwards on h e a l t h i n our c o u n t r y 
b e c a u s e o f t h e games t h a t we make, and we do -- p a r t 
o f t h e r e a s o n our s y s t e m i s as e x p e n s i v e as i t i s . 
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b e c a u s e t h e drugs t h a t we use t o d a y a r e so much b e t t e r 
t h a n t h e drugs we used o n l y t e n y e a r s ago and 20 y e a r s 
ago, so t h e r e a r e improvements i n h e a l t h , b ut a l l o f 
t hat t e c h n i c a l improvement t h a t we make i s i n danger 
of b e i n g o v e r r u n by the b e h a v i o r a l d e t e r i o r a t i o n . I 
mean, you go i n t o any o t h e r c o u n t r y i n t h e w o r l d and 
l o o k a r o u n d and go, A m e r i c a n s r e a l l y a r e obese. I 
mean, t h e y a r e . 

And so a l l o f t h o s e t h i n g s I t h i n k have t o be 
a d d r e s s e d and p a r t o f a good h e a l t h r e f o r m i s t o say 
we're g o i n g t o g i v e p e o p l e t a r g e t e d i n c e n t i v e s t o 
engage i n t h e h e a l t h y b e h a v i o r . So you t a k e a m e d i c a l 
q u e s t i o n n a i r e , get a b r e a k on your h e a l t h c a r e , i f you 
a c t u a l l y a c h i e v e w e i g h t l o s s , you get a b r e a k on your 
h e a l t h c a r e . Those a r e t h i n g s t h a t s h o u l d be p a r t of 
t h e s y s t e m a n d t h e y a r e i n so me o f t h e l e ad i n g 
companies and t h e y a c h i e v e p r e t t y amazing s u c c e s s e s 
w i t h t h a t . 

A g a i n , t h e i n s u r a n c e companies w i l l say w e l l , 
t h e way t o do t h a t i s premiums. Premiums a r e a v e r y 
p o or way t o do i t . They p e n a l i z e p e o p l e f o r t h i n g s 
t h e y have no c o n t r o l o v e r and t h e y don't r e w a r d t h i n g s 
t h a t p e o p l e have a l o t of c o n t r o l o v e r , t h a t s h o u l d 
happen, l i k e q u i t t i n g smoking. So you want s o m e t h i n g 
t h a t ' s t a r g e t e d and I t h i n k y o u r p o i n t i s w e l l t a k e n 
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and t h e n , you know, you get t o the end o f t h e l i s t and 
you s t a r t s a y i n g w h i c h t h i n g s i s t h e government g o i n g 
t o be i n v o l v e d i n and w h i c h a r e n ' t t h e y . 

REP. ROAE: I t j u s t seems l i k e most of 
the argument t h a t t a k e s p l a c e on our n a t i o n a l and 
s t a t e l e v e l , t h e r e ' s so much money t h a t has t o get 
p a i d , e v e r y b o d y i s f i g h t i n g o v e r how you d i v i d e out 
the t o t a l c o s t t h a t needs t o be p a i d , and I t h i n k t h e 
argument s h o u l d be more of how t o reduce t h a t o v e r a l l 
c o s t and j u s t t h i n g s t h a t we do o u r s e l v e s . 

I f somebody g e t s s t r u c k by l i g h t i n g o r i f 
somebody g e t s h i t by a drunk d r i v e r , s o m e t h i n g l i k e 
t h a t , t h e y don't r e a l l y have c o n t r o l o v e r t h a t , but we 
can a l l c o n t r o l what we e a t , what we smoke, what we 
d r i n k , and I t h i n k any k i n d o f a s o l u t i o n a t a s t a t e 
or n a t i o n a l l e v e l i s g o i n g t o have t o i n v o l v e a l l t h e 
p e o p l e i n t h e c o u n t r y t a k i n g more r e s p o n s i b i l i t y on 
t h e i r own b e h a v i o r . Thank you, s i r . 

MR. ARIO: P o i n t w e l l t a k e n . 
REP. DeLUCA: Thank you. C o m m i s s i o n e r . 

As a l w a y s , t h a n k you f o r your e x c e l l e n t t e s t i m o n y and 
b e i n g w i l l i n g t o come out he r e and c e r t a i n l y answer 
th e q u e s t i o n s . 

MR. ARIO: I j u s t f e e l l i k e I'm p r e a c h i n g 
t o t h e c h o i r h e r e , because you guys have done your 
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work, you j u s t need t o get t h e Senate t o do i t s work. 
REP. DeLUCA: W e l l , we a p p r e c i a t e t h a t 

v e r y much. Thank you. 
(Ap p l a u s e . ) 

REP. DeLUCA: Next p a n e l would be James 
F a w c e t t , t he s e n i o r v i c e p r e s i d e n t . S m a l l Group and 
I n d i v i d u a l M a r k e t ; Mike W a r f e l , v i c e p r e s i d e n t , 
government a f f a i r s f o r Highmark. Welcome b o t h o f you, 
gen t l e m e n . 

You h e a r d t h e t e s t i m o n y out t h e r e , you h e a r d 
t h e c o m p l a i n t s from some o f t h e s m a l l b u s i n e s s p e o p l e , 
h o p e f u l l y you can answer some o f t h e i r c o n c e r n s as t o 
why t h e i r i n s u r a n c e has gone up so t r e m e n d o u s l y h i g h . 

MR. FAWCETT: Thank you, Mr. Chairman. 
I f you don't mind, I ' d l i k e t o r e a d my p r e p a r e d 
t e s t i m o n y f i r s t and t h e n w e ' l l , of c o u r s e , have open 
d i a l o g u e . 

REP. DeLUCA: C e r t a i n l y . 
MR. FAWCETT: Good a f t e r n o o n . My name i s 

J i m F a w c e t t and I am s e n i o r v i c e p r e s i d e n t at 
Highmark, I n c . My r e s p o n s i b i l i t i e s i n c l u d e m a r k e t i n g 
i n s u r a n c e p r o d u c t s t o s m a l l e m p l o y e r s and i n d i v i d u a l s 
i n t h e w e s t e r n and c e n t r a l p a r t of t h e s t a t e . W i t h me 
t o d a y i s Mike W a r f e l , Highmark's v i c e p r e s i d e n t of 
government a f f a i r s . 
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I would l i k e t o thank Chairman DeLuca and 
members o f t h e Committee f o r t h e o p p o r t u n i t y t o appear 
h e r e t o d a y . 

I'm h e r e t o d i s c u s s some o f t h e pr o b l e m s w i t h 
t h e s m a l l e m ployer i n s u r a n c e market i n P e n n s y l v a n i a 
t h a t have c o n t r i b u t e d t o h i g h e r h e a l t h i n s u r a n c e r a t e s 
f o r s m a l l b u s i n e s s e s . L e t me b e g i n by q u o t i n g some 
comments from a few y e a r s ago about h e a l t h i n s u r a n c e 
and s m a l l e m p l o y e r s : " T a l k t o s m a l l b u s i n e s s owners 
i n P e n n s y l v a n i a , and two messages come t h r o u g h l o u d 
and c l e a r . F i r s t , t h e y want s t a b i l i t y i n h e a l t h 
i n s u r a n c e c o s t s , so t h e y no l o n g e r f a c e t h e sudden and 
s i g n i f i c a n t r a t e i n c r e a s e s due t o u n f o r e s e e n e v e n t s , 
s uch as an employee b e i n g d i a g n o s e d w i t h c a n c e r or a 
dependent g i v i n g b i r t h t o a s e r i o u s l y i l l newborn. 

Second, t h e y want an i n s u r a n c e s y s t e m t h a t i s 
f a i r and j u s t . One t h a t does not encourage i n s u r a n c e 
companies t o a v o i d c o v e r i n g w o r k e r s w i t h c h r o n i c 
m e d i c a l c o n d i t i o n s , w h i l e t a r g e t i n g o n l y t h o s e 
companies w i t h w o r k e r s i n the b e s t of h e a l t h . They 
want r u l e s and r e g u l a t i o n s t h a t move the s t a t e t o w a r d 
r e s t o r i n g t h e t r u e p u r p o s e of h e a l t h i n s u r a n c e , 
s p r e a d i n g t h e h e a l t h r i s k s and c o s t s so t h a t a l l 
w o r k e r s a t s m a l l companies s h a r e t h e r e s p o n s i b i l i t y of 
c o v e r i n g t h e c o s t of s e r v i c e s o f w o r k e r s i n p o o r e r 



TRANSCRIPT OF PROCEEDINGS 

h e a l t h . 
These words were p a r t o f t e s t i m o n y Highmark 

p r e s e n t e d at a l e g i s l a t i v e h e a r i n g a l m o s t f i v e y e a r s 
ago. A t the t i m e , we c a l l e d f o r enactment of 
l e g i s l a t i o n t o r e f o r m s m a l l group h e a l t h i n s u r a n c e . 
We u r g e d t he G e n e r a l A s s e m b l y t o impose a ban on t h e 
use of m e d i c a l s c r e e n i n g q u e s t i o n n a i r e s t o s e t 
i n s u r a n c e r a t e s . T h i s would have e l i m i n a t e d t h e "pay 
your own f r e i g h t " m e n t a l i t y t h a t undermines t h e whole 
n o t i o n of h e a l t h i n s u r a n c e f o r s m a l l e m p l o y e r s i n t h e 
Commonwealth. 

We c a l l e d f o r a r e q u i r e m e n t t h a t a l l i n s u r e r s 
f o l l o w t h e same r u l e s i n s e t t i n g r a t e s f o r s m a l l 
e m p l o y e r s . U n i f o r m r e g u l a t i o n of r a t e - s e t t i n g f o r 
s m a l l e m p l o y e r s would remove t h e u n f a i r p r a c t i c e s i n 
the market t h a t de f a c t o p e r m i t c o m m e r c i a l i n s u r a n c e 
c a r r i e r s t o deny h e a l t h c a r e c o v e r a g e t o t h o s e s m a l l 
e m p l o y e r s who need i t most. 

U n f o r t u n a t e l y , t h e s t a t e i s no f u r t h e r a l o n g 
i n h e l p i n g s m a l l e m p l o y e r s o b t a i n a f f o r d a b l e h e a l t h 
i n s u r a n c e t h a n we were f i v e y e a r s ago. P e n n s y l v a n i a 
s t a n d s a l o n e as t h e o n l y s t a t e t h a t has not p a s s e d 
l e g i s l a t i o n t o improve t he s m a l l e m ployer i n s u r a n c e 
m a r k e t . The s t a t e c o n t i n u e s t o have a d i f f e r e n t s e t 
of r a t i n g r e g u l a t i o n s f o r n o n - p r o f i t i n s u r e r s and 
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c o m m e r c i a l c a r r i e r s . 
I b r i n g up t h i s b i t o f h i s t o r y b e c a u s e we f i n d 

i t i r o n i c t h a t Highmark i s t h e o n l y h e a l t h i n s u r a n c e 
company r e p r e s e n t e d h e r e t o d a y t o e x p l a i n t h e r e a s o n s 
f o r h i g h e r i n s u r a n c e premiums. I t i s p a r t i c u l a r l y 
d i s a p p o i n t i n g f o r us because f o r more t h a n seven 
y e a r s , Highmark has s t r o n g l y championed l e g i s l a t i o n 
t h a t w ould h e l p s t a b i l i z e t h e c o s t of s m a l l group 
h e a l t h i n s u r a n c e f o r s m a l l e m p l o y e r s and p r o v i d e more 
i n s u r a n c e c h o i c e s f o r a l l s m a l l e m p l o y e r s , not j u s t 
s m a l l b u s i n e s s owners w i t h h e a l t h y employees. 

I t i s a l s o w o r t h n o t i n g t h a t i n t h i s c u r r e n t 
e n v i r o n m e n t , Highmark has s u p p o r t e d g r e a t e r s t a t e 
r e g u l a t i o n o f our own i n d u s t r y f o r t h e o v e r a l l p u b l i c 
good, w h i l e our c o m p e t i t o r s i n the c o m m e r c i a l 
i n s u r a n c e i n d u s t r y have f o u g h t a g a i n s t s m a l l group 
r e f o r m l e g i s l a t i o n . 

For more t h a n seven y e a r s , Highmark has u r g e d 
t h e G e n e r a l A s s e m b l y t o e s t a b l i s h f a i r e r market r u l e s 
b u i l t a r o und a s i n g l e , u n i f o r m method of s e t t i n g r a t e s 
t h a t a p p l i e s t o a l l i n s u r a n c e c a r r i e r s . We have 
l i s t e d a l l o f our t e s t i m o n y and p u b l i c comments at the 
end of my re m a r k s . We see no v a l i d p o l i c y r e a s o n why 
P e n n s y l v a n i a s h o u l d have d i f f e r e n t s e t s of r a t i n g 
r u l e s f o r d i f f e r e n t t y p e s of i n s u r e r s . D e s p i t e our 
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b e s t e f f o r t s t o r a i s e awareness about t h e u r g e n t need 
f o r s m a l l group r e f o r m , s t a t e government a c t i o n on 
t h i s c r i t i c a l i s s u e r e m a i n s e l u s i v e . 

Make no m i s t a k e , t h e s t a t e ' s b r o k e n s m a l l 
group h e a l t h i n s u r a n c e market i s not the o n l y r e a s o n 
why h e a l t h i n s u r a n c e premiums c o n t i n u e t o i n c r e a s e , 
sometimes at u n a c c e p t a b l e l e v e l s . E v e r - r i s i n g m e d i c a l 
c o s t s i s a major d r i v e r of h i g h e r h e a l t h i n s u r a n c e 
c o s t s . I n f a c t , f o r e v e r y d o l l a r of i n s u r a n c e 
premiums t h a t Highmark r e c e i v e s , 90 c e n t s i s used t o 
pay f o r m e d i c a l c a r e our members r e c e i v e . 

The c o m b i n a t i o n of i n c r e a s i n g m e d i c a l c o s t s , a 
f r a g i l e economy and the s t a t e ' s c u r r e n t u n w o r k a b l e 
group h e a l t h i n s u r a n c e market a r e f o r c i n g more s m a l l 
e m p l o y e r s t o drop c o v e r a g e a l t o g e t h e r , f u r t h e r 
s w e l l i n g t h e r a n k s o f t h e s t a t e ' s u n i n s u r e d 
p o p u l a t i o n . 

Highmark u n d e r s t a n d s t h a t t h e premium 
i n c r e a s e s r e p r e s e n t a b u r d e n f o r many s m a l l companies 
and o r g a n i z a t i o n s , a l t h o u g h our av e r a g e r a t e i n c r e a s e s 
f o r t h e J u l y 2010 p e r i o d have been c o n s i s t e n t w i t h t h e 
s m a l l employer premiums of o t h e r h e a l t h i n s u r e r s . 

I n f a c t , a p p r o x i m a t e l y 70 p e r c e n t o f our s m a l l 
group members i n P e n n s y l v a n i a work f o r e m p l o y e r s who 
r e c e i v e d a r a t e i n c r e a s e o f t e n p e r c e n t or l e s s . 
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Almos t t e n p e r c e n t o f our members are employed by 
s m a l l groups t h a t a c t u a l l y r e c e i v e d a r a t e d e c r e a s e . 
As you a r e h e a r i n g t o d a y , some of our s m a l l group 
members, r e p r e s e n t i n g l e s s t h a n f i v e p e r c e n t , r e c e i v e d 
r a t e i n c r e a s e s w e l l above t h i s a v e r a g e . 

To a l a r g e e x t e n t , t h e l a r g e r r a t e i n c r e a s e s 
were t h e r e s u l t o f a change made i n J u l y i n t h e way we 
o f f e r e d s m a l l group i n s u r a n c e p r o d u c t s t o o p e r a t e 
under the same s e t o f r e g u l a t o r y r u l e s as o t h e r 
i n s u r a n c e companies do i n the s t a t e . 

We t o o k t h i s s t e p now t o r e m a i n a v i a b l e 
o p t i o n f o r P e n n s y l v a n i a s m a l l e m p l o y e r s , as we have 
been f o r d e c a d e s . For example, Highmark had t h r e e 
c o n s e c u t i v e y e a r s of net membership l o s s e s i n t h e 
s m a l l employer i n s u r a n c e m a r k e t , d r o p p i n g f r o m 333,000 
members i n 2007 t o 269,000 i n 2009. D u r i n g t h i s same 
p e r i o d , Highmark has l o s t more t h a n $72 m i l l i o n on 
t h i s book of b u s i n e s s . 

I n l i g h t of t h i s c h a l l e n g i n g b u s i n e s s 
e n v i r o n m e n t , Highmark f a c e d d i f f i c u l t c h o i c e s . We 
c o u l d abandon a l i n e of b u s i n e s s t h a t was not 
s u s t a i n a b l e o v e r the l o n g term. T h i s was an 
u n a c c e p t a b l e p a t h g i v e n our t r a d i t i o n of s e r v i n g t h e 
s m a l l employer m a r k e t . Or we c o u l d r e m a i n a v i a b l e 
o p t i o n f o r P e n n s y l v a n i a s m a l l e m p l o y e r s l e a d i n g up t o 
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t h e i n t r o d u c t i o n of the s t a t e - b a s e d p u r c h a s i n g 
exchanges i n 2014. 

We have chosen t he l a t t e r c o u r s e , t o r e i n f o r c e 
our commitment t o s e r v i n g t h e s m a l l e m ployer market i n 
P e n n s y l v a n i a . 

The changes Highmark has im p l e m e n t e d w i l l 
a l l o w t h e company t o compete f a i r l y a g a i n s t f o r - p r o f i t 
h e a l t h i n s u r e r s t h a t c u r r e n t l y have v i r t u a l l y no r a t e 
r e g u l a t i o n on how t h e y p r i c e t h e i r i n s u r a n c e p r o d u c t s 
f o r s m a l l companies. 

At t h e same t i m e , we a r e t a k i n g s t e p s t o 
i d e n t i f y o p p o r t u n i t i e s f o r many s m a l l e m p l o y e r s t o 
l o w e r t he c o s t of t h e i r h e a l t h b e n e f i t s t h r o u g h 
changes i n b e n e f i t d e s i g n . U n l i k e most mid- and 
l a r g e - s i z e e m p l o y e r s , a s i g n i f i c a n t p o r t i o n o f 
Highmark's s m a l l employer c u s t o m e r s s t i l l o f f e r 
" C a d i l l a c " b e n e f i t programs w i t h v i r t u a l l y no c o s t 
s h a r i n g by employees. 

We a r e w o r k i n g c o o p e r a t i v e l y w i t h p r o d u c e r s 
and a s s o c i a t i o n s t o encourage s m a l l e m p l o y e r s t o o f f e r 
h e a l t h b e n e f i t programs t h a t i n c l u d e v a r y i n g l e v e l s of 
c o i n s u r a n c e and d e d u c t i b l e s , and h i g h - d e d u c t i b l e 
h e a l t h p l a n s , t o h e l p c o n t r o l t h e i r c o s t s . 
S p e c i f i c a l l y , a l l of Highmark's s m a l l group c u s t o m e r s 
may s e l e c t a l t e r n a t i v e c o v e r a g e o p t i o n s , w i t h l o w e r 
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r a t e s . I n a d d i t i o n , our wide range o f non-group 
i n d i v i d u a l p r o d u c t s i s a n o t h e r i n s u r a n c e o p t i o n t h a t 
i s a v a i l a b l e t o t h e s e l f - e m p l o y e d and o t h e r s m a l l 
e m p l o y e r s . 

We a r e a l s o s u s t a i n i n g and b u i l d i n g upon 
programs t o c o n t r o l r i s i n g m e d i c a l and d r u g c o s t s . 
Our e f f o r t s t o c o n t r o l r i s i n g h e a l t h c a r e c o s t s and 
improve t h e q u a l i t y of c a r e a r e b u i l t a r o u n d t r y i n g t o 
redu c e t h e u n w a r r a n t e d d i f f e r e n c e s i n how p a t i e n t s a r e 
t r e a t e d f o r the same m e d i c a l c o n d i t i o n . Highmark's 
f o c u s i s on h e l p i n g t o en s u r e t h a t m e d i c a l c a r e f o r 
our members i s c o n s i s t e n t w i t h p r o v e n e v i d e n c e - b a s e d 
g u i d e l i n e s . 

I n c l o s i n g , l e t me r e i t e r a t e t h a t we c o n t i n u e 
t o u r g e t h e G e n e r a l A s s e m b l y t o pass s m a l l group 
r e f o r m l e g i s l a t i o n . We b e l i e v e s m a l l group i n s u r a n c e 
r e f o r m must s t a b i l i z e s m a l l e m ployer h e a l t h i n s u r a n c e 
premiums by b a n n i n g m e d i c a l u n d e r w r i t i n g , c r e a t i n g 
u n i f o r m r a t i n g r u l e s f o r a l l i n s u r e r s and r e s t o r i n g 
t h e t r u e p u r p o s e of h e a l t h i n s u r a n c e , w h i c h i s 
s p r e a d i n g h e a l t h r i s k s and h e a l t h c o s t s a c r o s s a l a r g e 
community. 

The new f e d e r a l h e a l t h c a r e r e f o r m law r e f l e c t s 
t h e s e b a s i c i n s u r a n c e market p r i n c i p l e s , w h i c h 
Highmark has a d v o c a t e d f o r y e a r s . We b e l i e v e t h a t 



TRANSCRIPT OF PROCEEDINGS 

P e n n s y l v a n i a s h o u l d not s i m p l y w a i t u n t i l 201 4 f o r 
i n s u r a n c e r e f o r m t o t a k e e f f e c t . D u r i n g t h i s i n t e r i m 
p e r i o d , s m a l l e m p l o y e r s i n t h e s t a t e s h o u l d not l o s e 
v i r t u a l l y a l l h e a l t h i n s u r a n c e c h o i c e s o r be f o r c e d t o 
c u t back or drop c o v e r a g e because one employee becomes 
s e r i o u s l y i l l o r because t h e y employ o l d e r w o r k e r s . 

We th a n k you f o r t h i s o p p o r t u n i t y t o e x p r e s s 
Highmark's v i e w s on t h i s i m p o r t a n t i s s u e . We welcome 
your q u e s t i o n s . 

REP. DeLUCA: Thank you f o r your 
t e s t i m o n y , c e r t a i n l y you h e a r d t he C o m m i s s i o n e r gave 
you a n i c e p l u g h e r e p e r t a i n i n g t o some of t h e o t h e r 
c o m m e r c i a l i n s u r e r s . 

On page 8 i n c l o s i n g , you r e i t e r a t e t h a t we 
c o n t i n u e t o urge the G e n e r a l A s s e m b l y t o pass s m a l l 
group r e f o r m . We b e l i e v e s m a l l group i n s u r a n c e r e f o r m 
must s t a b i l i z e s m a l l employer h e a l t h i n s u r a n c e 
premiums. Y e t , I u n d e r s t a n d t h a t you a r e not --
Highmark i s not i n f a v o r o f House B i l l 1746, am I 
c o r r e c t ? 

MR. FAWCETT: The r e ' s two o f us h e r e , so 
he's g o i n g t o h a n d l e t h e p o l i c y q u e s t i o n s and I ' l l 
h a n d l e t h e b u s i n e s s q u e s t i o n s . 

REP. DeLUCA: You're a l s o not i n f a v o r of 
S e n a t o r W h i t e ' s b i l l , 1189. Now, I u n d e r s t a n d t h e r e ' s 
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two b i l l s h e r e . I u n d e r s t a n d t h a t , you know, 
s ometimes we get caught up i n not w a n t i n g -- the 
s t a k e h o l d e r s don't want t o g i v e and t a k e , c a n ' t be a l l 
w i n n e r s i n some o f t h i s l e g i s l a t i o n . Some have t o -¬
some t a k e a l i t t l e b i t , some t a k e -- e v e r y b o d y has t o 
t a k e a l i t t l e h i t sometimes, but t h e r e a r e two b i l l s 
t h a t you e v i d e n t l y don't l i k e , and t h e r e ' s s m a l l group 
r e f o r m t h a t we b e l i e v e w i l l s t a b i l i z e t h e market and 
do e x a c t l y what you do, but yo u ' r e not i n f a v o r . 

MR. WARFEL: Su r e . L e t me t r y t o a d d r e s s 
your c o n c e r n s . R e p r e s e n t a t i v e . 

F i r s t o f a l l , as J i m s a i d i n h i s t e s t i m o n y , I 
t h i n k i t ' s i r o n i c t h a t we're s i t t i n g h e r e t o d a y , you 
and t h e o t h e r members o f t h i s Committee know t h a t we 
have l o n g f o u g h t f o r s m a l l group r e f o r m . 

Now, l e t me make i t c l e a r , what we've been f o r 
i s n e a r l y p r e c i s e l y what 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 
law w i l l b r i n g i n 2014. B a s i c a l l y i t ' s s a y i n g t o 
e v e r y p l a y e r i n t h e m a r k e t p l a c e , y o u ' r e a l l g o i n g t o 
o p e r a t e t h e same way. You h e a r d t h e Co m m i s s i o n e r 
t e s t i f y t o da y t h a t P e n n s y l v an i a i s o n e o f o n l y t wo 
s t a t e s t h a t has f a i l e d t o pass s m a l l group r e f o r m o v e r 
t h e p a s t number o f y e a r s . So I t h i n k i f I was s i t t i n g 
i n y o u r p o s i t i o n a t t h i s p o i n t , and I t h i n k t h e 
Com m i s s i o n e r i n t h e d i a l o g u e you had w i t h him p r e t t y 
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much s e t s up t h i s i s s u e i n terms o f w h i c h pathway i s 
t h i s Committee, i s t h i s G e n e r a l A s s e m b l y g o i n g t o t a k e 
between now and 2014. So you have s e v e r a l c h o i c e s . 
Chairman DeLuca. 

F i r s t , i t i s c l e a r , i t i s c o n c r e t e c l e a r t h a t 
come 2014, t h e market i s g o i n g t o a c t l i k e Highmark 
has a d v o c a t e d f o r f o r more t h a n seven y e a r s , and t h a t 
i s t h a t e v e r y o n e i s g o i ng a p p r o a c h t h e market p l a c e t h e 
same way: You w i l l not use m e d i c a l u n d e r w r i t i n g , 
t h e r e w i l l be g u a r a n t e e d i s s u e i n the i n d i v i d u a l and 
s m a l l group m a r k e t p l a c e . And we're p r o u d t o say t h a t 
t h a t i s what we have been f i g h t i n g f o r f o r y e a r s . And 
some o f you have s u p p o r t e d t h a t w i t h R e p r e s e n t a t i v e 
S c h r o d e r ' s l e g i s l a t i o n . So I t h i n k c l e a r l y i n 2014, 
the market i s g o i n g t o e q u a l i z e and t h a t e v e r y o n e i s 
g o i n g t o be the same. 

The q u e s t i o n , and I t h i n k r e a l l y t h e cha r g e 
t h a t you h e a r d from t he Co m m i s s i o n e r t o d a y i s , s h o u l d 
we w a i t u n t i l 2014 t o see t h i s u n i f o r m i t y come. We're 
s a y i n g , J i m and I , and our company i s s a y i n g , we t h i n k 
t h a t you s h o u l d a c t b e f o r e 2014, and t h a t ' s a p o l i c y 
q u e s t i o n y o u ' r e a l l g o i n g t o have t o c o n s i d e r , b ut the 
f o l k s s i t t i n g b e h i n d us a r e s a y i n g we c a n ' t w a i t , and 
we u n d e r s t a n d t h e r a t e s t h a t some of t h e s e f o l k s a r e 
g e t t i n g , i t ' s not s u s t a i n a b l e and i t ' s not d e f e n s i b l e . 
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We u n d e r s t a n d t h a t , b ut t h e p r e s s u r e s t h a t 
we're s e e i n g from our c o m p e t i t o r s , who a r e n ' t f o r c e d 
t o f i l e t h e i r r a t e s , who a r e n ' t f o r c e d t o s h a r e t h e i r 
forms w i t h t h e i n s u r a n c e d e p a r t m e n t as t h e e x e c u t i v e 
d i r e c t o r and fo r m e r g e n e r a l c o u n s e l a t t h e department 
knows, what do you want t h i s company t o do? When you 
l o o k a t t h e l o s s e s o v e r t h e p a s t t h r e e y e a r s t h a t Mr. 
Fa w c e t t has s h a r e d w i t h you, when you l o o k at t h e -¬
not i n terms of c o s t , meaning i n terms o f premium 
l o s s e s , t h a t i s what we're p a y i n g v e r s u s what we're 
t a k i n g i n , when you l o o k a t t h e s h r i n k i n g number of 
cu s t o m e r s t h a t we had, some o f you have worked i n 
i n s u r a n c e . You got t o have c o m p e t i t i v e l y p r i c e d 
p r o d u c t s i n the m a r k e t p l a c e . 

So t h i s i s t h e c h a l l e n g e t h a t we f i n d , j u s t 
l i k e you f i n d h e r e . A r e you g o i n g t o w a i t u n t i l 2014 
or a r e we g o i n g t o see r e f o r m come about s o o n e r ? So 
to get t o your p o i n t , b ut I t h o u g h t i t was i m p o r t a n t . 
Chairman DeLuca, t o s o r t o f s e t t h e t a b l e h e r e and 
t e l l a s t o r y , b e c a u s e we're o b v i o u s l y d i s a p p o i n t e d 
t h a t we're t h e o n l y i n s u r e r s i t t i n g h e r e t o d a y , but 
f e l t t h a t i t was i m p o r t a n t out of r e s p e c t t o you t o be 
her e and t h a t ' s why we're h e r e . Chairman S t u r l a . 

So we a r t i c u l a t e d on June 22, 2009 our 
s p e c i f i c p r o b l e m s w i t h House B i l l 746. We d i d i t i n 
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committee b e f o r e you p a s s e d t h a t b i l l . There a r e a 
p l e t h o r a of r e a s o n s of why we don't l i k e 746, but I 
t h i n k i f I was i n your p o s i t i o n , and you know i t ' s 
coming i n 2014, why would you t a k e t h i s s t a t e and t h e 
i n s u r e r s and t h e cu s t o m e r s i n one d i r e c t i o n when you 
know t h a t come 2014, t h e r e i s a u n i f o r m pathway t h a t 
a l l t h e i n s u r e r s a r e g o i n g t o be t a k i n g . So t o me, 
7 4 6 i s d e f i n i t e l y i n c o n g r u e n t w i t h what t he f e d e r a l 
law i s c a l l i n g f o r . 

I t a c t u a l l y s e t s up, i f you l o o k at t h e b i l l , 
s e v en p u r c h a s i n g r e g i o n s a c r o s s t h e commonwealth. 
W e l l , I don't know how a d m i n i s t r a t i v e l y t h a t would 
work, I don't know t h e k i n d o f c o n f u s i o n i t would 
c r e a t e f o r our c u s t o m e r s , and f o r J i m and h i s team who 
are i n t h e s m a l l m a r k e t p l a c e , i t o b v i o u s l y i s g o i n g t o 
p r o v i d e a number of c h a l l e n g e s f o r them. 

I t a l s o , and I q u i c k l y r e v i e w e d t he b i l l , has 
a h a r d t e n p e r c e n t r a t e cap. No e x c e p t i o n s . W e l l , 
what happens when you l o o k at m e d i c a l t r e n d s t h a t t h e 
Com m i s s i o n e r has a r t i c u l a t e d a r e p r o b a b l y e x c e e d i n g 
t h a t i n some y e a r s , so t h e n you may be f o r c e d t o make 
c r e a t i v e p r i c e s i n terms o f a v a i l a b i l i t y , b e c a u s e 
i n s u r e r s a r e not g o i n g t o be i n t h e b u s i n e s s t o l o s e 
money i n d e f i n i t e l y . A t some p o i n t o v e r t i m e , you have 
peaks and v a l l e y s i n terms of t h e premiums t h a t a r e 
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coming i n and your e x p e n d i t u r e s . 
So I would say t o you t h o s e were some of t h e 

more s i g n i f i c a n t c o n c e r n s . One of t h e t h i n g s we do 
l i k e i n t h e b i l l , i t has m e d i c a l l o s s r a t i o w i t h 
m i n i m a l r e q u i r e m e n t s , a c t u a l l y s t r o n g e r t h a n t he 
f e d e r a l a c t , f o r s m a l l g r o u p s . As A r t knows, i t ' s 
80 p e r c e n t i n t h e f e d e r a l law. I n 746, i t a c t u a l l y 
has an 85 p e r c e n t minimum l o s s r a t i o f o r s m a l l g r o u p s . 

To R e p r e s e n t a t i v e Boyd's p o i n t e a r l i e r t a l k i n g 
about s m a l l employer p u r c h a s i n g g r o u p s , i t a c t u a l l y 
c a l l s f o r t h a t , I t h i n k t h a t may have been your 
amendment. R e p r e s e n t a t i v e Boyd, I'm not c e r t a i n of 
t h a t . I know my r e c o l l e c t i o n i s t h a t t h e r e were some 
amendments t h a t were o f f e r e d , e i t h e r i n committee or 
on t he f l o o r . 

And t h e n l a s t l y , one of t h e t h i n g s t h a t 
c o n c e r n s us, but c l e a r l y h i t s on t h e theme t h a t 
R e p r e s e n t a t i v e F r a n k e l m e n t i o n e d , we v e r y much v a l u e 
e n c o u r a g i n g our c u s t o m e r s t o be engaged i n w e l l n e s s 
and h e a l t h y b e h a v i o r s . A p l u g f o r t h e company, we pay 
our employees $350 a y e a r i f t h e y p e r f o r m an a n n u a l 
s u r v e y , i f t h e y c o m p l e t e an a n n u a l h e a l t h a s s e s s m e n t , 
w h i c h i s l o o k i n g at t h e i r d i e t a r y i n t a k e , r e g u l a r 
e x e r c i s e , do t h e y p u r s u e r i s k y b e h a v i o r s and t h a t ' s 
a l l c o l l a t e d . And t h e y a l s o have t o p a r t i c i p a t e i n 
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two e d u c a t i o n a l a c t i v i t i e s . I f t h e y c o m p l e t e t h a t 
p r o c e s s , t h e y r e c e i v e a check from Highmark l e s s t a x e s 
$350. So we a c t u a l l y do v a l u e . R e p r e s e n t a t i v e Roae, 
and we b r i n g t h a t t o our c u s t o m e r s t h r o u g h h e a l t h y 
l i f e s t y l e s . T h a t ' s a l o n g - w i n d e d answer. Chairman 
DeLuca, but I t h i n k t r i e s t o t a c k l e some of t h e 
q u e s t i o n s t h a t a r e p a r t of your p r i m a r y q u e s t i o n . 

REP. DeLUCA: M i k e , I a l s o m e n t i o n e d , I 
u n d e r s t a n d you had p r o b l e m s w i t h 746, but Senate B i l l 
1189, i t has l i t t l e changes t h a n 746. Now, no o t h e r 
i n s u r a n c e c a r r i e r has s a i d t h e y ' r e a g a i n s t t h e s e 
b i l l s . They h a v e n ' t c o m p l a i n e d t o our committee or 
s a i d a n y t h i n g about i t , b ut I u n d e r s t a n d b o t h of t h e s e 
i n d i v i d u a l b i l l s , t h e r e ' s got t o be a common ground 
where we c o u l d come t o some t y p e o f co n s e n s u s t h a t 
y o u ' r e t a l k i n g a b o u t , f o r g e t about 2014, t h i s b i l l 
became, I mean, came out o f t h e House l o n g b e f o r e 
2014, out of t h e f e d e r a l government, way b e f o r e 2014, 
b e f o r e t h e Obama a d m i n i s t r a t i o n p a s s e d t h a t p i e c e o f 
l e g i s l a t i o n . So I mean, i t ' s not l i k e we're w a i t i n g 
f o r Obama t o a d d r e s s t h a t . But anyhow, we would hope 
t h a t maybe t h e r e ' s got t o be a common ground where we 
c o u l d come t o g e t h e r . None of t h e s e b i l l s a r e i n 
c o n c r e t e . I f t h e r e ' s s o m e t h i n g t h a t b e n e f i t s you, i t 
b e n e f i t s t h e s m a l l b u s i n e s s community, t h e n l e t ' s work 
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on i t . T h a t ' s a l l I'm s a y i n g t o you. 
The o t h e r t h i n g , M i k e , you m e n t i o n e d the f a c t 

t h a t you l o s t t h e book of b u s i n e s s h e r e . Y e t , I r e a d 
i n t h e paper t h a t your s u r p l u s has gone from 3.0 
b i l l i o n t o 3.5 b i l l i o n , and i t ' s j u s t t h e m i d d l e of 
the month h e r e . I mean, i f y o u ' r e l o s i n g money, how 
i s t he s u r p l u s g r o w i n g , i s t h a t from your i n v e s t m e n t s 
or what? 

MR. FAWCETT: R o u g h l y , and we've s a i d 90 
p e r c e n t o f t h e d o l l a r s p a i d t o Highmark go t o d i r e c t 
r e i m b u r s e m e n t t o p r o v i d e r s f o r c a r e , 90 c e n t s comes t o 
us, and one c e n t , we have a one c e n t , one p e r c e n t 
m a r g i n , our m a r g i n i s one p e r c e n t , but what I want t o 
re m i n d e v e r y b o d y i s , y e s , our r e s e r v e s a r e l a r g e , but 
our o b l i g a t i o n s a r e l a r g e . I f you d i v i d e d our 
r e s e r v e s by e v e r y one o f our m e d i c a l members, i t would 
be $750. That d o e s n ' t even pay f o r an emergency room 
v i s i t . So our m a r g i n s -- and we r e a l l y welcome t h e 
i d e a o f p u b l i s h i n g m e d i c a l l o s s r a t i o s and b e i n g 
t r a n s p a r e n t about i t . I don't t h i n k anybody i n the 
i n d u s t r y has m a r g i n s as low as o u r s . 

REP. DeLUCA: But I guess I don't 
u n d e r s t a n d i f y o u ' r e l o s i n g a l l t h i s money how you can 
s t i l l grow your s u r p l u s . I guess t h a t ' s a l i t t l e mind 
b o g g l i n g t o me. I was i n b u s i n e s s , i f I l o s t money. 
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my s u r p l u s -- my bank a c c o u n t d o e s n ' t grow. 
MR. FAWCETT: L a s t y e a r we p o s t e d our 

a n n u a l r e p o r t , w h i c h i s p u b l i c , of c o u r s e , o v e r h a l f 
o f our monies were made t h r o u g h f o r - p r o f i t s u b s i d i a r y 
companies i n t h e d e n t a l , v i s i o n and c a s u a l t y a r e a s , as 
w e l l as we do make money i n some o t h e r m a r k e t s , but 
w i t h o u t a doubt, our d e n t a l and v i s i o n companies a r e 
p e r f o r m i n g a d m i r a b l y , t h e y c o n t r i b u t e t o our bo t t o m 
l i n e , as w e l l as i n v e s t m e n t s . 

REP. DeLUCA: L e t me a l s o ask you, you 
m e n t i o n e d t h e f a c t e a r l i e r t h a t none of the o t h e r 
i n s u r e r s a r e h e r e , I t h i n k what we h e a r d from i s t h e 
f a c t t h a t , I guess t h e f a c t t h a t t h e y ' r e not her e i s 
because o f t h e f a c t t h e i n d i v i d u a l s who a r e 
c o m p l a i n i n g a r e c o m p l a i n i n g about Highmark who t h e y 
were i n s u r e d w i t h , where t h e y t o o k out o f t h e 
n o n - p r o f i t and put them i n f o r - p r o f i t and t h e r a t e s 
have gone up 50 t o 60 p e r c e n t . Why was t h a t n e c e s s a r y 

t o do? 

MR. FAWCETT: W i t h o u t a doubt, t h e 
b i g g e s t i m p a c t on any o f our c u s t o m e r s was t h a t f o r 
dec a d e s , our age b a n n i n g has been s u p p r e s s e d by 
r e g u l a t i o n , and t h a t ' s why t h e r e ' s been a l o t of t a l k 
about i n d i v i d u a l s b e i n g a b l e t o get s o m e t h i n g l o w e r 
somewhere e l s e . W e l l , t he whole i d e a , t h e l a r g e r t h e 
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community r i s k h o l d , t h e b e t t e r . What happens i n 
t h o s e s m a l l e s t of i n d i v i d u a l group m a r k e t s i s someone 
w i l l go o f f and be m e d i c a l l y u n d e r w r i t t e n , b ecause 
t h e y ' r e t h e h e a l t h i e s t and t h e n o t h e r s w i l l go i n t o 
group programs, and as the one gentle m a n i n d i c a t e d 
t h i s m o r n i n g , t h e r e i s a s u b s i d i z e d g u a r a n t e e d i s s u e 
i n d i v i d u a l p r o d u c t t h a t we're r e q u i r e d t o have t h a t 
d o e s n ' t use any age b a n n i n g a t a l l , so when we went 
w i t h HHIC, w h i c h i s our downstream s u b s i d i a r y f o r 
t h i s , t h e No. 1 d r i v e r of the s e r i o u s r a t e i n c r e a s e s 
was t h e age f a c t o r w h i c h was capped and i s now a t a 
l e v e l t h a t we went out and l o o k e d at what's c o n s i s t e n t 
i n o t h e r s t a t e s t h a t have r e g u l a t o r y r e f o r m , we went 
w i t h t h e model and a r e c o n s i s t e n t w i t h t h a t . 

So I say c o m f o r t a b l y t h a t t h e av e r a g e i n c r e a s e 
was a r o u n d 15 p e r c e n t . The most common cause f o r a 
b i g i n c r e a s e was the a r t i f i c i a l c a p p i n g t h a t had been 
done on age and i s now up t o a more i n d u s t r y s t a n d a r d . 

REP. DeLUCA: L e t me j u s t d i g r e s s a 
l i t t l e b i t . B u s i n e s s i s g o i n g down, I t h i n k y o u ' r e 
s a y i n g you l o s t a book of b u s i n e s s . 

MR. FAWCETT: We've had s u b s t a n t i a l 
membership l o s s e s . 

REP. DeLUCA: Memberships went down. 
What we have h e a r d on t h e s t a t e l e v e l from t h e 
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c i t i z e n s out t h e r e i s t h e f a c t t h a t we need t o l i v e 
w i t h i n our means and we need t o s t a r t c u t t i n g back on 
the s t a t e l e v e l , as f a r as e x p e n d i t u r e s . What I don't 
u n d e r s t a n d i s i n a s i t u a t i o n w i t h n o n - p r o f i t s , why 
ha v e n ' t we t r i e d t o -- s i n c e r a t e s a r e g o i n g t o keep 
g o i n g up, put b u s i n e s s e s out of b u s i n e s s because t h e y 
c a n ' t a f f o r d i t , why ha v e n ' t we l o o k e d a t t r y i n g t o 
c u t back on some of the c o s t s t h a t ' s not r e l a t e d t o 
the h e a l t h c a r e , b ut t e l l me, does your a d v e r t i s i n g 
budget b r i n g more p e o p l e i n t o t h e system, have you 
fou n d t h a t t o be b e n e f i c i a l t o you, say, l i k e you had 
70 p e r c e n t o f t h e ma r k e t , does a l l t h i s a d v e r t i s i n g 
b r i n g i n two t o t h r e e p e r c e n t more t o your m a r k e t ? 
How does t h a t work? I guess I ' d j u s t l i k e t o know how 
the s k y bo x e s , a l l t h e s e f a n c y b r o c h u r e s , does t h a t 
c r e a t e a market f o r you t o b r i n g more c u s t o m e r s i n t o 
you, s i n c e t h e r e i s n ' t t h a t much c o m p e t i t i o n i n 
w e s t e r n P e n n s y l v a n i a ? 

MR. WARFEL: L e t me o f f e r s e v e r a l 
comments. R e p r e s e n t a t i v e DeLuca. F i r s t , l e t ' s j u s t go 
w i t h t h e n o t i o n t h a t Highmark i s a c h a r i t y . We d i d 
t h a t , I t h i n k , w i t h t he o t h e r B l u e p l a n s , w i t h t h e 
House I n s u r a n c e Committee a c o u p l e of months ago when 
we were t a l k i n g about t h e community h e a l t h 
r e i n v e s t m e n t , an i s s u e . Highmark o v e r t h e p a s t f i v e 
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y e a r s has p a i d $700 m i l l i o n i n f e d e r a l , s t a t e and 
l o c a l t a x e s . So l e t ' s be c l e a r , Highmark i s not a 
c h a r i t y . We l o s t our f e d e r a l t a x exempt s t a t u s i n 
1986 and we pay s u b s t a n t i a l t a x e s , and I t h i n k t h e 
community needs t o a p p r e c i a t e , b o t h c o m m u n i t i e s need 
t o a p p r e c i a t e we're not a c h a r i t y , we a r e not 
f o r - p r o f i t . 

Second, I'm a d v i s e d t h a t i n t h e p a s t f i v e 
y e a r s , Highmark has made more t h a n $750 m i l l i o n i n 
community c o n t r i b u t i o n s . 

T h i r d l y , we t e s t i f i e d , I t e s t i f i e d b e f o r e your 
committee a c o u p l e o f weeks ago i n H a r r i s b u r g when I 
i n d i c a t e d t h a t i n t h e p a s t f i v e y e a r s , Highmark has 
g i v e n t h e s t a t e i n c a s h more t h a n 300 m i l l i o n t o h e l p 
you s u p p o r t t h e a d u l t B a s i c program. So be f a i r h e r e . 
Chairman DeLuca. 

REP. DeLUCA: I j u s t a s k e d you a 
q u e s t i o n , I d i d n ' t say you were a c h a r i t y . 

MR. WARFEL: I want t o be c l e a r w i t h t h e 
community about what i t i s t h a t t h e company i s t r y i n g 
t o do, t o meet i t s n o t - f o r - p r o f i t m i s s i o n , and I would 
say t o you t h a t t h o s e numbers I j u s t s h a r e d w i t h you, 
we're t r y i n g t o do t h a t . 

Now, as t o t h e a d v e r t i s i n g b u d g e t , I'm not i n 
a p o s i t i o n t o know he r e t o d a y what we spent on 
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a d v e r t i s i n g , b ut what I do know i s t h a t J i m and h i s 
t eam and the r e s t of t h e f o l k s t h a t market H i ghmark 
p r o d u c t s a r e c o m p e t i n g f o r h e a l t h y r i s k i n t h e 
m a r k e t p l a c e , because our c o m m e r c i a l c o m p e t i t o r s a r e 
su r e as heck c o m p e t i n g f o r t h a t h e a l t h y r i s k . And so 
t h a t ' s t h e d i f f e r e n t i a t o r f o r us, i s t r y i n g t o 
m a i n t a i n t he s o c i a l m i s s i o n p e r s p e c t i v e , w h i c h c l e a r l y 
I d e m o n s t r a t e d t o you we c o n t i n u e t o p u r s u e , but J i m 
s t i l l needs t o have p r o d u c t s i n t h e m a r k e t p l a c e t h a t 
meet t h e needs of our members. Not o n l y t h a t , our 
c o m m e r c i a l c o m p e t i t o r s a r e not r e q u i r e d t o f i l e t h e i r 
r a t e s w i t h t h e i n s u r a n c e d e p a r t m e n t , not r e q u i r e d t o 
f i l e t h e i r forms w i t h t h e i n s u r a n c e d e p a r t m e n t , shadow 
p r i c e s i n t h e m a r k e t p l a c e , et c e t e r a . 

So t h a t ' s t h e r e a s o n , I t h i n k . Chairman 
DeLuca, t h a t you f i n d t h e need f o r us t o c o n t i n u e t o 
promote o u r s e l v e s i n t h e form o f a d v e r t i s i n g t h a t you 
see, not o n l y i n w e s t e r n P e n n s y l v a n i a , b ut i n c e n t r a l 
P e n n s y l v a n i a as w e l l . 

REP. DeLUCA: I n o t h e r words, and I 
u n d e r s t a n d what y o u ' r e s a y i n g , I u n d e r s t a n d y o u ' r e not 
a c h a r i t y . I n o t h e r words, what I he a r you s a y i n g 
a l s o i s t h e f a c t t h a t t h a t ' s why you s w i t c h e d some of 
t h e s e p e o p l e t o t h e f o r - p r o f i t , b ecause you want t o 
compete w i t h t h e o t h e r ones; i s t h a t c o r r e c t ? 
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MR. WARFEL: Yeah, I t h i n k t h a t ' s a 
v e r y -- a b s o l u t e l y . I t h i n k t h a t f o r J i m who has a 
r e s p o n s i b i l i t y f o r t h e s m a l l group m a r k e t p l a c e a c r o s s 
t h e e n t i r e Highmark r e g i o n , he needed t o have p r o d u c t s 
t hat he c o u l d o f f e r i n the m a r k e t p l a c e t hat p e o p l e 
wanted. 

MR. FAWCETT: And i f I c o u l d add t o t h a t , 
t h e c o m p e t i t i o n from my p e r s p e c t i v e was f i e r c e . I 
know I've h e a r d a l o t t h a t t h e r e i s n ' t a l o t of 
c o m p e t i t i o n , b ut t o be v e r y c l e a r , i t ' s f i e r c e f o r 
t h o s e good r i s k b u s i n e s s e s t h a t r e m a i n w i t h Highmark 
t h a t we needed t o m a i n t a i n t o be c o m p e t i t i v e . By 
d o i n g t h i s , we're a l s o p a y i n g an a d d i t i o n a l 
two p e r c e n t premium t a x now t h a t we d i d n ' t have t o 
b e f o r e , b ut t h a t ' s t h e way t h e law works. 

But t h e one t h i n g t h a t h a s n ' t been a d d r e s s e d , 
and I b e l i e v e i t was Co m m i s s i o n e r A r i o had t a l k e d 
about e a r l i e r , t h a t he b e l i e v e s t h a t r o u g h l y 
t e n p e r c e n t of P e n n s y l v a n i a n s a r e e x c l u d e d because of 
e v i d e n c e of i n s u r a b i l i t y o f m e d i c a l u n d e r w r i t i n g . 
A l t h o u g h t h e y ' r e t e n p e r c e n t of t h e p e o p l e , t h e y may 
a c c o u n t f o r upwards of 50 t o 60 p e r c e n t of t h e t o t a l 
c o s t . 

So what happens t o us i s , t h e r e i s no 
randomness, we al w a y s keep t h e h i g h e r r i s k , we al w a y s 
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l o s e t h e b e t t e r r i s k when the c a r r i e r s a r e m e d i c a l l y 
w r i t i n g a g a i n s t u s. So t h e key was t o get i n t o a 
r a t i n g e n v i r o n m e n t where we can be more c o m p e t i t i v e , 
do s o m e t h i n g . As I m e n t i o n e d , we make s u r e 
t e n p e r c e n t of t h e p o p u l a t i o n r e c e i v e d a r a t e 
d e c r e a s e , because we so d e s p e r a t e l y need t o keep them. 

MR. WARFEL: And I t h i n k j u s t t o add on 
t o t h a t . Chairman DeLuca, t he Committee needs t o 
a p p r e c i a t e , come 2014, a l l i n s u r e r s t h a t a r e i n 
o p e r a t i o n at t h a t t i m e w i l l be sub j e c t e d t o f a i r l y 
s u b s t a n t i a l e x c i s e t a x e s . T h i s i s p a r t of how t h e 
f e d e r a l government i s g o i n g t o pay f o r t h e s u b s i d i e s 
t h a t w i l l become a v a i l a b l e f o r i n d i v i d u a l s who a c c e s s 
c a r e t h r o u g h t h e exchanges and t o pay f o r t h e t a x 
c r e d i t s t h a t s m a l l b u s i n e s s e s w i l l be a b l e t o enj oy i n 
exchange f o r 2014. 

We're s t i l l c a l c u l a t i n g , because t h e r e ' s s t i l l 
a l a c k of c l a r i t y i n terms of how much t h a t ' s g o i n g t o 
mean f o r Highmark, but I'm c o m f o r t a b l e i n s a y i n g i t ' s 
g o i n g t o be p r o b a b l y 150 t o 200 m i l l i o n d o l l a r s p e r 
ye a r j u s t f o r Highmark. Now, t h a t a c t u a l l y e x c e e d e d 
our e n t i r e n e t l a s t y e a r , I t h i n k our n e t was about 
187 m i l l i o n . So you c o u l d see t h a t ' s a l s o t h e 
p r e s s u r e t h a t t h e company f i n d s i t s e l f under as we're 
p r e p a r i n g f o r 2014, some a d d i t i o n a l c o s t s t h a t w i l l 
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not be t a x d e d u c t i b l e . 
T h i s i s t o h e l p e v e r y o n e . C o m m i s s i o n e r A r i o 

t a l k e d about i n o r d e r f o r h e a l t h c a r e r e a l l y t o work, 
e v e r y b o d y has t o be i n the system. W e l l , i f e v e r y o n e 
has t o be i n t h e system, some p e o p l e c a n ' t a f f o r d t h e 
syst e m , y o u ' r e h e a r i n g t h a t t o d a y . So how a r e we 
g o i n g t o d e a l w i t h a l l t h a t and t h e s e e x c i s e t a x e s on 
i n s u r a n c e , on d u r a b l e m e d i c a l equipment m a n u f a c t u r e r s , 
on p h a r m a c i e s j u s t t o name a few, as t o how we're 
g o i n g t o pay f o r t h a t . And i f t h e y ' r e i n d i v i d u a l s , an 
a d d i t i o n a l M e d i c a r e h o s p i t a l t a x t h a t t h e y ' l l be 
p a y i n g . 

REP. DeLUCA: Thank you. Chairman 

S t u r l a . 
REP. STURLA: So I guess what I'm h e a r i n g 

h e r e , and t h i s g i v e s me a s l i g h t l y d i f f e r e n t 
p e r s p e c t i v e t h a n when we s t a r t e d out t h i s m o r n i n g , 
e s s e n t i a l l y what you ' r e s a y i n g i s t h a t t h e 
n o n - r e g u l a t e d market t h a t ' s out t h e r e came i n , o v e r a 
p e r i o d of t i m e c h e r r y p i c k e d your b u s i n e s s and s a i d , 
you know what, t h e r e ' s a s m a l l b u s i n e s s t h a t ' s got 
r e a l l y low r i s k , t h e y got a l l 22 y e a r o l d s w o r k i n g f o r 
them, w e ' l l t a k e them. T h e r e ' s somebody e l s e , w e ' l l 
t a k e them and w e ' l l t a k e them, and yo u ' r e l e f t w i t h a 
p o o l t h a t i s r e l a t i v e l y c o s t l y , and even though t h e r e 
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a r e i n d i v i d u a l p e o p l e who came and t e s t i f i e d t o d a y , 
l o o k , I'm a g r e a t r i s k , t h e y ' r e i n p a r t of t h a t p o o l 
t h a t o v e r a l l i s a h i g h e r r i s k p o o l t h a n t he ones t h a t 
were c h e r r y p i c k e d o f f of you and now you have t o go 
compete. I mean, i s t h a t -¬

MR. FAWCETT: T h a t ' s how i t works. You 
w i l l f i n d t h a t f o r a p r o d u c e r , t h e r e a r e some t r a d e 
a s s o c i a t i o n s r e p r e s e n t e d h e r e t o d a y and p r o d u c e r s i n 
the room, i f an employer wants t o get a Highmark B l u e 
C r o s s / B l u e S h i e l d quote t o d a y , t h e y c o u l d go on l i n e , 
e n t e r a l l t h e c e n s u s , y o u ' l l get a r a t e , t h a t ' s i t . 
I f t h e y e n r o l l t h a t way, t h a t ' s t h e b i n d i n g r a t e . 

What happens i n t h e i n d u s t r y i s , t h e y walk 
i n t o t h a t same p r o d u c e r of t h a t same t r a d e a s s o c i a t i o n 
and t h e y ' l l e n t e r i n t o t h e demographic d a t a i n t o t h e 
c o m m e r c i a l c a r r i e r s and t h e y w i l l get an i l l u s t r a t i v e 
r a t e , but t h e f a c t o f t h e m a t t e r i s , employees have t o 
f i l l out i n d i v i d u a l s t a t e m e n t s of h e a l t h or g i v e 
r e l e a s e t h a t we p e r m i t you t o go i n f i v e days t o l o o k 
at our h e a l t h s t a t u s , so t h e r e i s no randomness, i t 
w i l l a l w a y s p r e d i c t , i t w i l l a l w a y s b r i n g i n s u r e f i r e 
good r i s k , o r maybe t h e y ' l l r a t e them up a l i t t l e b i t , 
b e c a u s e t h e y l e a r n e d t h e r e ' s s o m e t h i n g moderate out 
t h e r e , b ut i f t h e r e r e a l l y i s somebody out t h e r e t h a t 
i s t r a g i c a l l y i l l , t h e c o m m e r c i a l c a r r i e r s m a g i c a l l y 
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w i l l make s u r e t h a t t h e i r r a t e i s s u b s t a n t i a l l y h i g h e r 
t h a n H i g h m a r k ' s . T h a t ' s t h e way i t works. 

MR. WARFEL: I t h i n k i t ' s i m p o r t a n t t o 
a m p l i f y J i m ' s p o i n t . We're not s u g g e s t i n g t h a t t h e 
c o m m e r c i a l i n s u r e r s a r e n ' t w r i t i n g a r a t e , t h e r a t e i s 
w r i t t e n so h i g h t h a t t h e y ' r e not g o i n g t o t a k e i t , and 
so by t h a t f a c t , t h e y ' r e g o i n g t o s t a y w i t h u s. 

REP. STURLA: So I mean, t h e c h e r r y 
p i c k i n g has a l r e a d y o c c u r r e d , you've got what's l e f t 
and u n d e r s t a n d a b l y somebody e l s e c o u l d go out and f i n d 
s o m e t h i n g e l s e c h e a p e r i f t h e y ' r e p a r t o f t h a t p o o l 
t h a t ' s e x i s t i n g i f t h e y have no h i s t o r y . I mean, the 
r e a s o n t h a t t h e p e o p l e t h a t t e s t i f i e d c o u l d go f i n d 
c h e a p e r r a t e s was because t h e y were t h e ones t h a t 
c o u l d have been c h e r r y p i c k e d b ut w e r e n ' t . 

MR. FAWCETT: R i g h t . And my guess i s , 
and I have no i d e a a t t h i s p o i n t , but we may have done 
an a c t u a r i a l e s t i m a t e b a s e d on age and when we pushed 
t h a t age up, t h a t t h a t i n d i v i d u a l was p r o b a b l y much 
h e a l t h i e r and we m i s s e d . 

Now, t h e o t h e r g e n t l e m a n a c t u a l l y went t o a 
Highmark g u a r a n t e e i s s u e s u b s i d i z e d p r o d u c t and t h a t 
r e a l l y pushes t o our p o i n t e a r l i e r , t h a t a l l of t h i s 
f r a g m e n t a t i o n t h a t e x i s t s out t h e r e , we r e a l l y need t o 
get back t o community-type r a t i n g and get l a r g e r i s k 
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p o o l s w i t h even r u l e s f o r e v e r y b o d y . 
REP. STURLA: G i v e n t h a t , and you s a i d 

you have some c o n c e r n s w i t h 746, i f 746 were 
c o n s i s t e n t w i t h t h e f e d e r a l l aws g o i n g t o come i n 
p l a c e i n 2014, would you t h e n s u p p o r t t h a t t y p e of 
l e g i s l a t i o n j u s t g e t t i n g us h e r e q u i c k e r i n s t e a d of -¬

MR. WARFEL: Yes. 

REP. STURLA: U l t i m a t e l y t h a t ' s what we 
s h o u l d be l o o k i n g a t . 

MR. WARFEL: I t ' s t he p o i n t I made 
e a r l i e r . R e p r e s e n t a t i v e S t u r l a . Why t a k e -- we 
a l r e a d y have one of the most p e r v e r s e s m a l l group 
m a r k e t s i n t h e c o u n t r y . By your own C o m m i s s i o n e r ' s 
a d m i t t a n c e , I t h i n k when he f i r s t came t o 
P e n n s y l v a n i a , he s a i d , my God, we d i d n ' t f i x t h i s , 
we've been t h e r e i n the t r e n c h e s w o r k i n g w i t h you and 
you and you t o t r y t o do t h a t , and we've not been 
s u c c e s s f u l . And I u n d e r s t a n d t h a t t h e r e a r e some 
nuances h e r e , so I'm t h i n k i n g , what i s t h e pathway t o 
get us t o 2014. I t seems t o me i l l o g i c a l t o move 
a n o t h e r c o m p l e t e l y d i f f e r e n t d i r e c t i o n y e t and have 
t h e i n d u s t r y and the customer s i t t i n g b e h i n d us move 
a n o t h e r d i r e c t i o n come 2014. T h a t ' s v e r y d i s r u p t i v e , 
I don't u n d e r s t a n d why you would want t o do t h a t . 

So y o u ' r e s a y i n g t a k e 2014, adopt i t e a r l i e r . 
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w h i c h you can do, as a s t a t e l e g i s l a t u r e , make i t 
c o n s i s t e n t w i t h t h e f e d e r a l l a w s , and y e s , we would 
s u p p o r t t h a t . 

REP. STURLA: One f i n a l on a much l i g h t e r 
p o i n t t o R e p r e s e n t a t i v e Roae's p o i n t . You know, i f 
somebody i s s l i g h t l y o v e r w e i g h t , has a few d r i n k s , 
comes home and has sex, smokes a c i g a r e t t e , how do we 
r e g u l a t e t h a t p e r s o n i n t h e f u t u r e , any s u g g e s t i o n s ? 

MR. FAWCETT: W e l l , i n t h e f u t u r e , i t 
won't be r e g u l a t e d a t a l l , w i t h t h e e x c e p t i o n of 
t o b a c c o . I t was m e n t i o n e d by t h e Co m m i s s i o n e r t o d a y 
t h a t age b a n n i n g w i l l be a l l o w e d under f e d e r a l r e f o r m 
a t a one t o t h r e e r a t i o . T h e r e ' s an a d d i t i o n a l 1 t o 
1.5, so i f you a r e l o o k i n g at t o b a c c o use, i f you a r e 
o l d and smoke, i t may a c t u a l l y get worse, so get r i d 
of t h e t o b a c c o p r o d u c t s . 

REP. DeLUCA: R e p r e s e n t a t i v e Boyd. 
REP. BOYD: Thank you, Mr. Chairman. I 

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

You made a comment t h a t , I t h i n k i t was a 
r e s p o n s e t o a q u e s t i o n t h a t you had some -- l i f t e d t h e 
age bans, I t h i n k was your t e r m i n o l o g y , and you s a i d 
when t h a t happened, t h a t ' s when t h e r a t e s went up. 
Who l i f t e d t h e age bans, what was l i f t e d ? Was i t 
s o m e t h i n g t h e Co m m i s s i o n e r d i d ? Was t h e r e a f i l i n g . 
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what happened? 
MR. FAWCETT: And I a p o l o g i z e , s t o p me i f 

I get too t e c h n i c a l . 
As t h e Co m m i s s i o n e r i n d i c a t e d , he has r a t e 

r e g u l a t o r y a u t h o r i t y o v e r n o t - f o r - p r o f i t and HMOs, 
w h i c h by the way, i f you go t o the m a r k e t p l a c e r i g h t 
now and t r y t o get an HMO, nobody i s q u o t i n g i t , 
b e c a u s e i t ' s so h i g h l y r e g u l a t e d . 

Under t h e r e g u l a t i o n as t o n o t - f o r - p r o f i t , we 
had an upper l i m i t o f 1.5 f o r our age r a t i n g . When we 
went t o t h e f o r - p r o f i t downstream s u b s i d i a r y and moved 
t h o s e same b u s i n e s s , any em p l o y e r , any employer t h a t 
had an av e r a g e age t h a t i n t h e m a r k e t p l a c e s h o u l d have 
been as h i g h as a 2.5, l i t e r a l l y we d i v i d e t h e two, 
t h a t d r i v e s a 67 p e r c e n t i n c r e a s e . T h a t ' s why I s a i d 
w i t h g r e a t c e r t a i n t y t h a t t h e v a s t maj o r i t y o f t h o s e 
h o r r i f i c r a t e i n c r e a s e s t h a t were m e n t i o n e d h e r e were 
d r i v e n by t h e a r t i f i c i a l c a p p i n g o f t h e r a t e p o r t i o n 
o f our demographic r a t i n g under t h e n o t - f o r - p r o f i t , 
t h a t went out t o a 2.5 r a t i o , and I a p o l o g i z e f o r 
b e i n g t e c h n i c a l , but I want t o be t r a n s p a r e n t on i t , 
i t d r o v e up t o 67 p e r c e n t of t h a t i n c r e a s e . 

MR. WARFEL: So i t was our movement from 
th e n o t - f o r - p r o f i t t o t h e f o r - p r o f i t , w h i c h I want t o 
make i t c l e a r , w i t h no r e l i e f i n s i g h t , a s h r i n k i n g 
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book o f b u s i n e s s , s u b s t a n t i a l l o s s e s , S c o t t , y o u ' r e a 
b u s i n e s s p e r s o n , you u n d e r s t a n d t h a t o v e r t i m e , you 
got t o change s o m e t h i n g or i t ' s j u s t not g o i n g t o 
work. So we s a i d , J i m and t h e s e n i o r management team 
s a i d we've got t o do s o m e t h i n g d i f f e r e n t l y , so we 
moved HHIC and t h a t ' s why we've l a u n c h e d t h a t . 

REP. BOYD: So I get my mind a r o u n d what 
t r a n s p i r e d , you guys t r a d i t i o n a l l y p ut s m a l l groups 
t h r o u g h your n o t - f o r - p r o f i t book o f b u s i n e s s and so i f 
I , my company, when I got p r i c e s on i n s u r a n c e , I would 
go w i t h my agent and I would get a p r i c e from, you 
know, i n my a r e a . C a p i t a l and Highmark and H e a l t h 
A s s u r a n c e , I t h i n k , or somebody l i k e t h a t , t h e o t h e r 
companies t h a t w r i t e b u s i n e s s . You're s a y i n g t h a t 
when I was -- you were c o m p e t i n g w i t h f o r - p r o f i t 
companies i n t h o s e a r e a s , t h e y would l o o k a t my 
demographic and age, and I had m a i n l y guys, because 
i t ' s a m a n u f a c t u r i n g company, and t h e y were a l l p r e t t y 
young, so t h e r a t e s t h a t I got from them, becau s e t h e y 
c o u l d do t h i s e x p e r i e n c e r a t i n g and demographic 
r a t i n g , t h e y were g i v i n g me l o w e r premiums t h a n you 
guys c o u l d . I s t h a t f a i r , am I p o r t r a y i n g i t 
a c c u r a t e l y ? 

MR. FAWCETT: The o n l y t h i n g I would add 
t o t h a t i s t he c r i t i c a l component i n a c q u i r i n g a new 
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q u o t e , and t h i s g e t s t o your q u e s t i o n e a r l i e r , s i r , 
where I don't u n d e r s t a n d m e d i c a l u n d e r w r i t i n g a g a i n s t 
r i s k m o d e l i n g . 

I n our t e r m i n o l o g y , m e d i c a l u n d e r w r i t i n g i s 
when a b u s i n e s s goes out t o o b t a i n q u o t e s . What I 
would s u g g e s t , p r o b a b l y t h e b i g g e r f a c t o r when you 
went t o market t o f i g u r e out what C a p i t a l , 
H e a l t h A s s u r a n c e , G e i s i n g e r or whoever you went out t o , 
i s you e i t h e r had t o have each employee s i g n and f i l l 
out a m e d i c a l q u e s t i o n n a i r e o r t h e y had t o s i g n a 
s t a t e m e n t t h a t a l l o w e d t he c a r r i e r t o go out and buy 
dru g d a t a or s o m e t h i n g t o e s t a b l i s h t h e h e a l t h s t a t u s . 
That by f a r d r i v e s u l t i m a t e l y t h e f i n a l r a t e t h a t you 
get from our c o m p e t i t o r s . So t h e dem o g r a p h i c s w i l l be 
t h e r e f o r a b a s i s , t h e y ' l l get r e a l a g g r e s s i v e , but 
t h e y can r e s t under t he o l d s a y i n g hey, t h a t ' s an 
i l l u s t r a t i v e r a t e . U n t i l we f i n d out f o r s u r e how 
good o r bad your r i s k i s , we may r a t e i t up a l i t t l e 
b i t or a l o t . 

REP. BOYD: W e l l , t y p i c a l l y , what e v e r y 
b u s i n e s s does i s when t h e y get t h e i r a n n u a l r e n e w a l of 
the premium, i f i t ' s i n t h e i r mind r e a s o n a b l e , w h i c h 
i s a few p e r c e n t up t o f i v e o r seven p e r c e n t , t h e y 
p r o b a b l y renew a u t o m a t i c a l l y , because t h e y r e a l l y 
don't l i k e m e s s i n g w i t h t r y i n g t o f i n d i n s u r a n c e , i t ' s 
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a h a s s l e , b ut when we get the 20 some odd p e r c e n t 
premium i n c r e a s e , you i m m e d i a t e l y , my d i r e c t i o n t o the 
CEO i s (A) go s h o p p i n g and (B) l o o k a t what changes we 
can make t o the p o l i c y t o d r i v e t h e c o s t down. I 
mean, e v e r y b o d y f u n c t i o n s t h e same way. 

So when we s t a r t s h o p p i n g , what y o u ' r e s a y i n g 
i s t h a t when I do t h a t , I'm an a t t r a c t i v e p r o d u c t , 
b e c a u s e o f t h e young work f o r c e , so on and so f o r t h , 
and some of the i n d e p e n d e n t s c h e r r y p i c k . I mean, I 
want t o be v e r y d i r e c t w i t h what y o u ' r e s a y i n g , t h e y 
c h e r r y p i c k and so you l o s e my b u s i n e s s , I go w i t h 
them, and so t h a t ' s when you say yo u ' r e l o s i n g a book 
of b u s i n e s s , p e o p l e l i k e me were l e a v i n g and g o i n g 
e l s e w h e r e . So c o r p o r a t e l y , you made a d e c i s i o n t h a t 
s a i d we c a n ' t c o n t i n u e t o be r e q u i r e d t o be as on our 
n o t - f o r - p r o f i t s i d e of the b u s i n e s s , t h e i n s u r e r of 
l a s t r e s o r t , you c a n ' t t u r n anybody down and have 
e x p e n s i v e i n d i v i d u a l s and e x p e n s i v e groups i n an 
u n h e a l t h y book of b u s i n e s s , i s t h a t f a i r way of s a y i n g 
i t ? And so what you d i d i s , t o a t t r a c t p e o p l e l i k e me 
back, you put t h a t i n t o your f o r - p r o f i t s i d e and now 
e v e n t u a l l y what y o u ' r e t h i n k i n g i s young companies, 
p e o p l e young a r e g o i n g t o come back and yo u ' r e g o i n g 
t o be c o m p e t i t i v e l y p r i c e d i n t h a t m a r k e t p l a c e , but 
the p e o p l e who were w i t h you when you were 
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n o t - f o r - p r o f i t i n t h a t c o n v e r s i o n a r e g e t t i n g whacked? 
I s t h a t a f a i r a n a l y s i s ? I mean, I t h i n k t h e s e guys 
want t o know what t h e heck happened, and t h e y ' r e l i k e 
me. I mean, make i t s i m p l e . 

MR. FAWCETT: Because we're not m e d i c a l 
u n d e r w r i t i n g i n t h e m a r k e t p l a c e , t h e move t o go 
downstream w i t h our e x i s t i n g b l o c k was t o p r o t e c t what 
we had, and as I had t e s t i f i e d , 70 p e r c e n t of our 
c u s t o m e r s we had, we were a b l e t o c h a r g e a t e n p e r c e n t 
or l e s s and even t e n p e r c e n t of them got a r a t e 
d e c r e a s e , because we f e l t i f we d i d n ' t t a k e t h a t s t e p , 
t h o s e were t h e ones t h a t when t h e y went t o market were 
g o i n g t o get r a t e s t h a t were l o w e r , and by t h e way, 
t h e y were g o i n g t o get shadow p r i c e d anyway. 

The one t h i n g we r e a l l y l o o k f o r w a r d t o i s 
what o t h e r c o m m e r c i a l c a r r i e r s t h i n k . When we 
r e p r e s e n t e d h e r e t o d a y o v e r t h e l a s t t h r e e y e a r s , our 
m e d i c a l l o s s r a t i o , r e g a r d l e s s of what t h e r a t e s a r e , 
90 c e n t s a r e g o i n g o u t , we have a 90 p e r c e n t m e d i c a l 
l o s s r a t i o . We r e a l l y have no i d e a what t h e 
c o m m e r c i a l c a r r i e r s a r e and we l o o k f o r w a r d t o t h a t , 
but I would agree t h e o n l y t h i n g t h a t we h a v e n ' t done 
i s e n a b l e d us t o be more c o m p e t i t i v e i n a c q u i r i n g 
b u s i n e s s r i g h t now, because we're s t i l l d o i n g t h e book 
r a t e a d j u s t e d by d e m o g r a p h i c s . 
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REP. BOYD: So I can be c l e a r on t h a t , 
what y o u ' r e s a y i n g i s , i s of t h e p e o p l e t h a t got 
s h i f t e d from t h e n o t - f o r - p r o f i t t o t h e new f o r - p r o f i t 
company, of t h a t h undred p e r c e n t o f t h o s e t o t a l 
p e o p l e , 70 p e r c e n t a c t u a l l y had t h e i r r a t e s drop? 

MR. FAWCETT: Ten p e r c e n t o r l e s s . 

REP. BOYD: Ten p e r c e n t or l e s s , b ut 
t h e r e ' s a s m a l l e r group t h a t went way up. 

MR. FAWCETT: F i v e p e r c e n t , t h a t ' s 
c o r r e c t . 

REP. BOYD: And t h e y ' r e a l l i n t h e room. 
MR. WARFEL: T h a t ' s r i g h t . I mean, we 

don't get l e t t e r s t h a n k i n g us f o r t e n 
p e r c e n t r e d u c t i o n s . R e p r e s e n t a t i v e . 

REP. BOYD: I w i l l make i t a p o i n t t o 
send you, i f you can get my premiums down t e n p e r c e n t . 
Thanks. 

REP. DeLUCA: Any o t h e r q u e s t i o n s ? Mike 
or J i m , l e t me ask you, I'm j u s t a l i t t l e c o n f u s e d as 
I went o v e r Mr. P r i c e ' s t e s t i m o n y h e r e , why would he 
be a b l e t o go t o your o r g a n i z a t i o n and pay $4,000 
c h e a p e r and l o w e r d e d u c t i b l e s t h a n g o i n g t h r o u g h t h e 
Bar A s s o c i a t i o n ? 

MR. FAWCETT: I can answer t h a t . And 
t h i s g e t s at t h e c o r e o f t he ques t i o n of many of t h e 
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A l l e g h e n y County Bar r e p r e s e n t a t i v e s , why would one 
i n d i v i d u a l make a d i f f e r e n c e on a l o a n i f t h e y were i n 
a law f i r m v e r s u s them, what happens i s , i n d i v i d u a l s 
have t o go out and t h e y shop, t h e y s e l e c t what's b e s t 
f o r them. So t h e r e ' s r e a l l y t h r e e avenues f o r 
i n d i v i d u a l s i n t h e m a r k e t p l a c e , one i s and t h e b e s t 
p r i c e s a l w a y s come i n m e d i c a l l y u n d e r w r i t t e n p o l i c i e s , 
i n d i v i d u a l p o l i c i e s . C o m m e r c i a l c a r r i e r s o f f e r them. 
By t h e way, we o f f e r them as w e l l , b ut you r e a l l y have 
t o be h e a l t h y t o get i n t o t h o s e . The n e x t b e s t has 
h i s t o r i c a l l y been, i f you were a s o l e b u s i n e s s owner, 
you c o u l d come i n t o a t r a d e a s s o c i a t i o n and e n j o y 
group t y p e r a t i n g , even though y o u ' r e an i n d i v i d u a l . 
What has happened, p a r t i c u l a r l y as we've gone i n t o 
r a t i n g f o r m u l a s t h a t a r e more c o n s i s t e n t w i t h t h e 
m a r k e t p l a c e , t h e age now d r i v e s such a wide d i s p a r i t y 
i n r a t e s t h a t t h e s e i n d i v i d u a l group p o l i c i e s t h r o u g h 
t h e t r a d e a s s o c i a t i o n s now a c t u a l l y may be h i g h e r t h a n 
t h e g u a r a n t e e d i n d i v i d u a l p r o d u c t t h a t we s t i l l o f f e r 
under our n o t - f o r - p r o f i t b r a n d , w h i c h has two 
s i g n i f i c a n t d i f f e r e n c e s ; No. 1, i t i s a b s o l u t e l y 
s u b s i d i z e d , i t l o s e s money, and t h a t ' s p a r t o f our 
community m i s s i o n . And s e c o n d l y , t h e r e ' s no age 
b a n n i n g a t a l l , so i t ' s one r a t e f o r e v e r y b o d y , i t i s 
the t r u e community r a t e p r o d u c t . 
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S o w h at h a s b e e n d i f f i c u l t f o r u s i n ma n y o f 
the c o m p l a i n t s we've r e c e i v e d , and we v a l u e our 
r e l a t i o n s h i p s w i t h our t r a d e a s s o c i a t i o n p a r t n e r s , i s 
u n f o r t u n a t e l y , many o p t i o n s , t h e b e s t c h o i c e f o r t h a t 
i n d i v i d u a l i s t o l e a v e t h e group p l a n and t o p u r c h a s e 
our i n d i v i d u a l g u a r a n t e e d i s s u e p o l i c y , w h i c h i s 
p u r p o s e l y s u b s i d i z e d . And some of t h a t i s j u s t a 
market r a t i o n a l i z a t i o n t h a t ' s o c c u r r i n g , i t ' s 
o c c u r r i n g b ecause t h e m a r k e t p l a c e i s so f r a g m e n t e d . 

REP. DeLUCA: And t h a t w ould be because 
t h e i r e x p e r i e n c e r a t e w ould be -- you t a k e t h e whole 
e x p e r i e n c e r a t e i n t o t h e a s s o c i a t i o n ? 

MR. FAWCETT: W e l l , a l l of our 
a s s o c i a t i o n s , a l l s m a l l b u s i n e s s e s f o r Highmark t h a t 
a r e two t o 50 or an a s s o c i a t i o n of 1 t o 50 a r e i n one 
l a r g e g i g a n t i c r i s k p o o l f o r w e s t e r n P e n n s y l v a n i a , and 
we have a n o t h e r l a r g e r i s k p o o l i n c e n t r a l 
P e n n s y l v a n i a . So you t a k e them out o f t h a t r i s k p o o l 
and p ut them i n t o t h e s e p a r a t e r i s k p o o l , w h i c h t he 
i n s u r a n c e c o m m i s s i o n e r a l l u d e d t o e a r l i e r , where 
t h e r e ' s a l l t h e s e l i t t l e f i l i n g s t h a t come i n and t h e n 
t h a t i s our g u a r a n t e e d i s s u e , so t h e y do move from t he 
group market t o t h e i n d i v i d u a l g u a r a n t e e d i s s u e 
m a r k e t . 

REP. DeLUCA: Thank you. Any o t h e r 
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q u e s t i o n s ? Thank you v e r y much. 
The 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 Ron B a k e r , 

Human R e s o u r c e D i r e c t o r f o r t h e Cambria County 
C o m m i s s i o n e r s & Cambria County H e a l t h c a r e Committee. 
Thank you f o r w a i t i n g . I know we're b e h i n d s c h e d u l e , 
but I want t o tha n k you f o r t a k i n g your t i m e t o come 
he r e . 

MR. BAKER: Thank you, Mr. Chairman. 
Thank you v e r y much. I ' d l i k e t o thank t he Committee 
f o r h o l d i n g t h e s e h e a r i n g s t o d a y . 

I'm h e r e on b e h a l f of t h e Cambria County 
C o m m i s s i o n e r s i n Cambria County, c e n t r a l P e n n s y l v a n i a , 
and h e r e t o t a l k about t he r e c e n t r a t e h i k e s w i t h 
Highmark. A c t u a l l y , I d i d n ' t mind, Mr. Chairman, 
w a i t i n g t h a t l o n g , because i t was good t h a t I h e a r d 
s ome o f t he comments t h a t came from p r e v i o u s 
t e s t i m o n y , b e c a u s e I do have some remarks about t h o s e , 
t o o . 

F i r s t o f a l l , I would l i k e t o r e c o g n i z e h e r e 
i n t h e room w i t h me t o d a y a r e r e p r e s e n t a t i v e s from 11 
t o w n s h i p s and boroughs t h a t a r e i n c e n t r a l 
P e n n s y l v a n i a , as w e l l as s i x u n i o n r e p r e s e n t a t i v e s and 
the e x e c u t i v e d i r e c t o r of AFSCME, D i s t r i c t C o u n c i l 13 
who a r e a l s o h e r e , not o n l y s u p p o r t i n g t h e s t a t e m e n t 
but h e l p e d t o w r i t e t h e s t a t e m e n t and w i t h t h e 
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c o n c u r r e n c e of t h e Cambria County C o m m i s s i o n e r s and 
the Cambria County H e a l t h c a r e Committee and t h e seven 
or e i g h t t o w n s h i p s and boroughs t h a t a r e r e p r e s e n t e d 
t o d a y t h a t a r e i m p a c t e d by s m a l l group r a t e i n c r e a s e s , 
I ' d l i k e t o thank t h i s Committee once a g a i n f o r 
h o l d i n g t h i s h e a r i n g . 

I ' l l move f o r w a r d , Mr. Chairman, i f i t ' s okay 
w i t h you t o r e a d my t e s t i m o n y and t h e n t o i n s e r t 
c e r t a i n t h i n g s t h e r e a f t e r . 

Thank you, Mr. Chairman, f o r a l l o w i n g us t o 
make t h i s b r i e f p r e s e n t a t i o n t o you t o d a y c o n c e r n i n g 
t h e i s s u e s t h a t we, as t a x p a y e r s i n t h e Commonwealth 
and l o c a l government o f f i c i a l s have been a t t e m p t i n g t o 
a d d r e s s as f a r back as 2008. Q u i t e f r a n k l y , our 
i s s u e s w i t h Highmark, I n c . r e a c h e d t h e i r p i n n a c l e t h i s 
y e a r . But you a r e aware t h a t t h e s e t y p e s o f i s s u e s on 
h e a l t h c a r e c o s t s and how t h e s t a t e h a n d l e s i n s u r a n c e 
c a r r i e r s , e s p e c i a l l y Highmark, I n c . , and t h e s e a r e by 
no means new e v e n t s ; b ut i n our e s t i m a t i o n , j u s t a sad 
o n g o i n g saga of what seems t o have no one w i t h t h e 
a u t h o r i t y t o i n i t i a t e m e a n i n g f u l change and w i l l i n g t o 
a d d r e s s t h e i s s u e s . 

Here w i t h me t o d a y , as I s a i d , a r e t h e 11 
members o f t h e t o w n s h i p s and b o r o u g h s , t h e b u s i n e s s 
managers of AFSCME, PSSU L o c a l 668 and i t s b u s i n e s s 
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agent and r e p r e s e n t a t i v e s of o t h e r l a b o r u n i o n s . 
For t h o s e of you who do not know about our 

s t r u g g l e s w i t h Highmark, you may wonder about what 
c o n n e c t i o n s we a l l have when i t comes t o u n i o n s , 
managers of l o c a l government as w e l l as t o w n s h i p s and 
borough managers. I t i s s p e c i f i c a l l y g e a r e d t o t h i s 
q u e s t i o n t o d a y w h i c h i s t h e r e c e n t r a t e h i k e s by 
Highmark. When we say r e c e n t , t h e s e l o c a l governments 
have been l i v i n g i t f o r y e a r s . We j u s t want t o d e f i n e 
f o r o u r unde r s t a n d i ng a nd f or t he Co mmit t ee what 
r e c e n t we're t a l k i n g about h e r e t o d a y . 

Mr. Chairman, t h e r e c e n t r a t e i n c r e a s e o f 
Highmark and t h e e s c a l a t i n g h e a l t h c a r e premiums have 
gone beyond t he r e a l m o f a c c e p t a b l e w i t h nowhere f o r 
t h e s e and o t h e r s m a l l governments t o t u r n . 

Mr. Chairman, I am s u r e t h a t t he nowhere t o 
t u r n s c e n a r i o m ight r a i s e some s k e p t i c i s m f r o m t h e 
s t a t e and q u i t e p o s s i b l y by s e v e r a l i f not a l l o f t h e 
members o f t h i s Committee. However, i t i s a t r u e and 
a c c u r a t e s t a t e m e n t . 

Mr. Chairman, as h a r d as i t may be t o h e a r , 
t h e i n s u r a n c e i n d u s t r y i n P e n n s y l v a n i a i s a g l o w i n g 
example o f no p l a c e t o t u r n f o r s m a l l b u s i n e s s 
p e r s o n s , e m p l o y e r s and employees and i n d i v i d u a l s 
s e e k i n g c o v e r a g e . Highmark s e t s t h e r u l e s and t h e PA 
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l e g i s l a t u r e and a l l i t s s u b o r d i n a t e d e p a r t m e n t s f o l l o w 
t h o s e t h a t t h e y have s e t . 

I n November of 2008, Cambria County c r e a t e d a 
h e a l t h c a r e c o n s o r t i u m a l o n g w i t h t e n t o w n s h i p s and 
boroughs under S e c t i o n 230 7 o f the 20 01 s t a t e - e n a c t e d 
I n t e r - G o v e r n m e n t a l C o o p e r a t i o n A c t , and t h a t ' s under 
T i t l e 53. As a m a t t e r of f a c t , when t h e r e was a 
comment e a r l i e r about l e g i s l a t i o n and I do -- I am 
v e r y happy t h a t t h e House has moved a b i l l t o t h e 
Se n a t e , b ut t h e r e i s an enactment i n p l a c e r i g h t now 
t h a t a l l o w s s m a l l l o c a l governments t o ban t o g e t h e r 
t h e i r r e s o u r c e s , i n c l u d i n g s e t t i n g up group r a t e s on 
h e a l t h c a r e , t h a t i s n ' t i n p l a c e and, as you w i l l see 
t h r o u g h t h e t e s t i m o n y , Highmark, even though t h e y make 
the comment, t h e l a r g e r t h e community r i s k p o o l t he 
b e t t e r , have a b s o l u t e l y s a i d t h a t our c o n s o r t i u m i s 
w i t h o u t l e g a l s t a n d i n g and f a i l e d t o r e c o g n i z e i t i n t o 
t h e n e x t y e a r . 

I n November of 2008, Cambria County c r e a t e d a 
h e a l t h c a r e c o n s o r t i u m a l o n g w i t h t e n t o w n s h i p s and 
boroughs under t h a t s e c t i o n o f the A c t , i t s p u r p o s e 
was t o l e g a l l y , under a c o n s o r t i u m h e a l t h group 
s t r u c t u r e , r e s c u e t h e s e s t r u g g l i n g t o w n s h i p s and 
boroughs from f i n a n c i a l r u i n as t h e y t r i e d t o pay f o r 
h e a l t h b e n e f i t s f o r t h e i r s e v e r a l employees a t r a t e s 
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t h e y c o u l d no l o n g e r s u s t a i n . Mr. Chairman, t h e y were 
at a c r o s s r o a d s . Do t h e y w a t e r down b e n e f i t s t o a 
m e a n i n g l e s s l e v e l i n o r d e r t o o f f s e t t h e c o s t of t h e s e 
o u t r a g e o u s premium i n c r e a s e s ? Do t h e y e l i m i n a t e t h e 
b e n e f i t a l t o g e t h e r i n o r d e r t o keep employees on t h e 
j o b , o r do t h e y l a y o f f some employes so t h a t t h o s e 
t h a t r e m a i n e d c o u l d c o n t i n u e t o have m e a n i n g f u l 
c o v e r a g e ? None o f t h e o p t i o n s were good. So 
b e g i n n i n g i n J a n u a r y of 2009, a f t e r e x t e n s i v e 
d i s c u s s i o n w i t h Highmark i n t h e l a t t e r months of 2008, 
and t h e l e g a l c o n c u r r e n c e of t h e s e l o c a l governments, 
we i n i t i a t e d t h e Cambria County H e a l t h c a r e C o n s o r t i u m 
under S e c t i o n 2037 o f t h a t A c t w i t h t h e a d v i c e o f our 
s o l i c i t o r . 

Highmark c o v e r e d t h e c o n s o r t i u m , w h i c h 
i n c l u d e d Cambria County employees and 40 or so o t h e r 
employees from t e n t o w n s h i p s and boroughs f o r a l l o f 
2009. However, i n J a n u a r y of 2010, Highmark a b r u p t l y 
announced t h a t i t would not c o n t i n u e t o c o v e r t h e 
c o n s o r t i u m i n 2011. At f i r s t , Highmark c l a i m e d t h e y 
were not even aware of i t s e x i s t e n c e at a l l , b u t , Mr. 
Chairman, and a l s o i n c l u d e d i n the p a c k e t t h a t I've 
g i v e n t o the s t e n o g r a p h e r h e r e , we had ample 
d o c u m e n t a t i o n t h a t t h e y not o n l y knew, but a c t i v e l y 
p a r t i c i p a t e d i n t h e p r o c e s s o f a d m i n i s t r a t i v e l y 



TRANSCRIPT OF PROCEEDINGS 

e s t a b l i s h i n g t h e group. Why d i d t h e y c o v e r i t t h e n 
and not now? Because we had l e f t them i n 200 8 t o go 
w i t h UPMC, and i n our o p i n i o n , t o i n c l u d e t h e 
c o n s o r t i u m under our p l a n was a s m a l l p r i c e f o r them 
t o pay f o r them t o agree t o r e c a p t u r e our b u s i n e s s i n 
2009. They knew i t was p a r t of our group and n e v e r 
o b j e c t e d or r a i s e d any p a r t i c u l a r c o n c e r n . They now 
may c l a i m r i s k and t h e y may c i t e r e g u l a t i o n s , b ut t h e y 
have c o v e r e d Cambria County's own i n d e p e n d e n t l o c a l 
government a u t h o r i t i e s under our Subgroup 4 0 f o r o v e r 
a decade. Employees of our a u t h o r i t i e s a r e not c o u n t y 
employees e i t h e r . T h e i r argument t h a t c o v e r e d l i v e s 
under t he p l a n must be l i n k e d t o employees of t h e 
employer d o e s n ' t work when i t comes t o r e c o g n i z i n g t h e 
c o n s o r t i u m . 

Mr. Chairman, i t ' s not about HIPAA, i n s u r a n c e 
r e g u l a t i o n s or r i s k as t h e y now p r o f e s s . I t ' s about 
not h a v i n g t h e u n i l a t e r a l u n q u e s t i o n e d r i g h t t o quote 
w h a t e v e r r a t e s t h e y d e s i r e whenever t h e y d e c i d e , i n 
s m a l l g r o u p s . The v a s t m a j o r i t y o f t h e s e r e p r e s e n t e d 
s m a l l l o c a l government groups were e x p e r i e n c i n g 
m o n t h l y premium r a t e i n c r e a s e s hundreds and t h o u s a n d s 
of d o l l a r s above t he l a r g e r groups w i t h n e a r l y 
i d e n t i c a l c o v e r a g e . 

And t h a t i s the f i r s t p a r t of t h e e x h i b i t . 
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w h i c h shows you between 35 t o 1 10 p e r c e n t d i f f e r e n c e 
i n t h e r a t e s t r u c t u r e s w i t h e s s e n t i a l l y t h e same or 
l e s s c o v e r a g e , and t h a t was a 2008 r a t e compared t o 
the c o u n t y ' s 2009 r a t e . I submit t o the Committee 
t h i s a n a l y s i s o f Highmark's r a t e s a s s o c i a t e d w i t h our 
c o n s o r t i u m members p r i o r t o them j o i n i n g t h e 
c o n s o r t i u m i n 2009. T h i s s a m p l i n g of n i n e of t h e s e 
l o c a l governments shows t h e wide d i s p a r i t y on r a t e s i n 
s m a l l v e r s u s l a r g e g r o u p s . 

Mr. Chairman, we b e l i e v e t h a t t h i s o u t l i n e i s 
but a m i c r o c o s m o f what i s o c c u r r i n g out t h e r e . I 
w i l l n ot t a k e t h e t i m e t o c o v e r t h e a n a l y s i s , b ut f o r 
some o f t h e s e s m a l l group government r a t e s were o v e r 
100 p e r c e n t as I s a i d b e f o r e , and t h a t was b e f o r e t h e 
c r e a t i o n of HHCI ( s i c ) , b e f o r e t h e c r e a t i o n o f HHCI. 
P l e a s e keep i n mind when r e v i e w i n g our d a t a t h a t we 
are c o m p a r i n g t h e 20 08 r a t e s on t h e q u o t e d c o v e r a g e 
f o r s i m i l a r c o v e r a g e t o t h e Coun t y ' s 2009 r a t e s . T h i s 
makes t h e s e r e s u l t s even more s t a g g e r i n g i n t h e s e 
s m a l l groups t h a t c o u l d not a f f o r d t o pay t h e 20 08 
r a t e s , l e t a l o n e what t h e y would have e x p e r i e n c e d i n a 
2009 r a t e i n c r e a s e when i t was a p p l i e d , or l e t a l o n e 
what t h e y would be s u b j e c t e d t o r i g h t now under HHCI's 
r a t e s c h e d u l e . 

Mr. Chairman, e v e r y avenue of r e d r e s s on t h i s 
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i s s u e , i n c l u d i n g t h e P e n n s y l v a n i a Department of 
I n s u r a n c e has been f o r naught. Numerous of our s t a t e 
l e g i s l a t o r s bemoan t h e f a c t t h a t t h e y cannot d i c t a t e 
t h a t Highmark r e c o g n i z es our c o n s o r t i u m even though 
i t ' s a l e g a l avenue f o r l o c a l governments and t h e i r 
e n t i t i e s under t h e law. 

Mr. Chairman, we tha n k you f o r o p e n i n g t h i s 
m e e t i n g t o t h e p u b l i c . More of t h e s e s h o u l d o c c u r so 
t h a t h e a l t h c a r e consumers can speak about t h e i r 
p e r s o n a l e x p e r i e n c e s and t h e a n x i e t y t h e y e x p e r i e n c e 
i n t r y i n g t o b a l a n c e a budget where t h e r e i s no cap on 
what t h e s e c a r r i e r s may c h a r g e . 

B u t , q u i t e h o n e s t l y , and you have t o 
u n d e r s t a n d , b a s e d on t h e f r u s t r a t i o n t h e Cambria 
County C o m m i s s i o n e r s , t h i s h e a l t h c a r e committee and 
t h e s e t o w n s h i p s and boroughs have been t h r o u g h f o r s i x 
months, w i t h a l l due r e s p e c t , t h i s h e a r i n g , we a r e 
h o p e f u l , but i t comes w i t h a sense of l i t t l e or no 
r e a l hope of a r r i v i n g a t a r e s o l u t i o n t o t h i s t e r r i b l e 
c r i s i s b ecause we have a l r e a d y w r i t t e n s c o r e s of 
l e t t e r s , s p e n t c o u n t l e s s h o u r s on the t e l e p h o n e w i t h 
t h e P e n n s y l v a n i a I n s u r a n c e Department i n o f f i c e s w i t h 
our l e g i s l a t o r s , but t o no a v a i l . We have s t a c k s o f 
l e t t e r s t h a t a r e two f e e t h i g h and c o n v e r s a t i o n s of 
c o u n t l e s s h o u r s on t h e phone, b o t h t o t h e i n s u r a n c e 
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d e p a r t m e n t and t o our l e g i s l a t i v e o f f i c e s . One t h i n g 
i s c l e a r from our e x p e r i e n c e and our p e r s p e c t i v e , 
however, Highmark s e t s t he r u l e s and ev e r y o n e i n t h i s 
e x t e n s i v e c h a i n o f s t a t e a u t h o r i t y on a l l l e v e l s 
s i m p l y a b i d e s by i t s t e r m s . 

Why can Highmark s c o f f a t the law and r e f u s e 
t o a b i d e by the terms o f t h e s t a t e - e n a c t e d 
I n t e r g o v e r n m e n t a l C o o p e r a t i o n A c t of 200 1? Because 
t h e y b e l i e v e , as t h e y w e l l s h o u l d , t h a t t h e y do not 
have t o . 

Why does Highmark b e l i e v e t h e y can i n c r e a s e 
r a t e s as t h e y p l e a s e on a t a k e - i t or l e a v e - i t b a s i s , 
or t o quote someone b e f o r e , a s l i c e and d i c e t y p e 
b a s i s t h a t i m p a c t s e m p l o y e r s , employees, s m a l l and 
l a r g e b u s i n e s s e s w i t h o u t any o v e r s i g h t from t h e s t a t e ? 
Because t h a t i s t h e way i t ' s been, t h a t ' s t h e way i t ' s 
a l w a y s been, t h e y know t h e y c a n , and no one has e v e r 
s t o p p e d them. 

Mr. Chairman, and you m e n t i o n e d t h i s e a r l i e r . 
R e p r e s e n t a t i v e DeLuca, a c c o r d i n g t o an A p r i l 2010 Pos t 
G a z e t t e a r t i c l e , Highmark h o l d s 3.4 b i l l i o n d o l l a r s i n 
e x c e s s income. They c a n ' t c a l l i t p r o f i t , i t ' s e x c e s s 
income, i t ' s s u r p l u s income o r w h a t e v e r , b u t , 
Mr. Chairman, t h a t ' s w e l l above t e n p e r c e n t o f t h e 
r e c e n t l y p a s s e d s t a t e budget needed t o r u n t h e e n t i r e 
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commonwealth f o r an e n t i r e y e a r . I'm s u r e t h a t i t 
f a l l s w i t h i n t h e generous R i s k Based C a p i t a l r a t i o 
s t a n d a r d s t h a t have been s e t by t h e P e n n s y l v a n i a 
I n s u r a n c e Department w i t h t he c a r r i e r . However, does 
anyone r e a l l y a n a l y z e what goes i n t o t h e RBC r a t i o 
f o r m u l a f o r t h i s c a r r i e r ? Does anyone o u t s i d e t h e 
agency r e a l l y a n a l y z e t h e RBC f o r m u l a and i t s 
r e s p e c t i v e p a r t s ? Do t h e y e v e r q u e s t i o n t h e c a r r i e r ' s 

d a t a ? 
Why do PA h e a l t h c a r e consumers get l i p s e r v i c e 

when i t comes t o c o m p l a i n t s ? Because we b e l i e v e , 
b a s e d on our numerous phone c a l l s , b a s e d on our 
numerous i n q u i r i e s , t h a t t h e P e n n s y l v a n i a I n s u r a n c e 
Department i s an a d v o c a t e f o r t h e i n d u s t r y , not the 
o v e r s e e r of the i n d u s t r y . So I would ask: Who i s the 
a d v o c a t e f o r t h e P e n n s y l v a n i a t a x p a y e r when i t comes 
t o h e a l t h c a r e r a t e s ? 

Mr. Chairman, Cambria County and i t s t o w n s h i p s 
and boroughs i n i t s c o n s o r t i u m have h i t a b r i c k w a l l 
on a l l l e v e l s o f s t a t e government. As we s t a n d h e r e 
t o d a y , Highmark has put t h e e d i c t down t h a t says t h a t 
t h i s c o n s o r t i u m must go away by t h e end of t h e y e a r 
2011, much i n c o n f l i c t w i t h t h e s t a t e m e n t t h a t was 
made by Mr. Fa w c e t t e a r l i e r t h a t says t h e l a r g e r t h e 
community r i s k p o o l , t h e b e t t e r . 
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The u n f o r t u n a t e t h i n g i s t h a t t h i s w a l l was 
b u i l t b r i c k by b r i c k w i t h t h e f u l l u n d e r s t a n d i n g by 
the s t a t e , s t a t e i n s u r a n c e d epartment and t h e s t a t e 
l e g i s l a t u r e t h a t no one c o n t r o l s t h i s i n d u s t r y and i t 
maneuvers i n i t s own sp h e r e and w i t h o u t much r e g a r d t o 
t a x p a y e r s or t h e c o m m u n i t i e s . Yes, and we spoke about 
t h i s e a r l i e r , t h e y w i l l c l a i m t h e y g i v e m i l l i o n s back 
t o t h e community, Mr. Chairman, but compare t h e c o s t 
o f t h e i r s o - c a l l e d p h i l a n t h r o p y w i t h t h e amount of 
t h e i r h o l d i n g s and t h e p i c t u r e becomes c l e a r e r . 
B e s i d e s , s h o u l d t h e y not be r e q u i r e d t o do so s i n c e 
t h e y h o l d a c o v e t e d n o n - p r o f i t s t a t u s w i t h t h e s t a t e ? 
Heard a l o t of t e s t i m o n y e a r l i e r about two p e r c e n t on 
premiums of 6 b i l l i o n d o l l a r s i n premiums r e c e i v e d i s 
about 120 m i l l i o n d o l l a r s , t h a t ' s n o t h i n g t o sneeze 
a t , e i t h e r . 

T h i s s t a t e and the n a t i o n have n e v e r r e c o v e r e d 
from t h e 2008 downturn i n the economy. P e n n s y l v a n i a ' s 
unemployment and underemployment r a t e i s at a r e c o r d 
h i g h w i t h t h o s e l u c k y enough t o be employed l i v i n g 
w i t h s t a g n a n t wages or r e d u c e d e a r n i n g s . L o c a l 
governments, who d e r i v e t h e i r o p e r a t i n g revenue from 
r e a l e s t a t e and o c c u p a t i o n a l t a x e s a r e i n a dilemma i n 
most a r e a s . 

T h i s s t a t e i s swimming i n r e d i n k , d e s p e r a t e l y 
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t r y i n g t o f i g u r e out how t o pay t h e b i l l s . None of 
the c h o i c e s t o b r i d g e t h e f i s c a l gap on any l e v e l a r e 
easy and most d e a l w i t h t h e u n f o r t u n a t e knowledge t h a t 
any remedy w i l l l a r g e l y i m p a c t t h e l i v e s of t h o s e who 
can l e a s t a f f o r d i t . S t a t e employees, commonwealth 
t a x p a y e r s , l o c a l governments, s m a l l b u s i n e s s e s , and 
consumers of much needed s t a t e f unded s e r v i c e s . 

Y e t , w i t h a l l t h i s , Highmark o p e r a t e s as i f 
t h e s e c o m m u n i t i e s , l o c a l governments, t h e s t a t e , t h e 
c o u n t i e s , and e m p l o y e r s i n g e n e r a l , a r e f l u s h w i t h 
c a s h , when i n r e a l i t y t h e y have been r e d u c e d i n many 
c a s e s t o f i s c a l r u b b l e i n the market d e c l i n e of 2008. 
The i n d i v i d u a l t a x p a y e r can o n l y s i t back and hope f o r 
b e t t e r days when t h e i r p e r s o n a l s a v i n g s may c r a w l back 
t o t h e i r p r e v i o u s v a l u e s . Government i n v e s t m e n t s , as 
you a l l know, a l s o t o o k a p r o p o r t i o n e d h i t . Yet t h e s e 
c o r p o r a t i o n s c o n t i n u e t h e i r d o u b l e - d i g i t r a t e 
i n c r e a s es y e a r a f t e r y e a r as t h e r e s t of t h e w o r l d i s 
j u s t e x p e c t e d t o somehow a b s o r b i t . 

I t has been and w i l l c o n t i n u e t o be a 
o n e - s i d e d b a l a n c i n g a c t where c a r r i e r s l i k e Highmark 
put on t h e i r community economic b l i n d e r s and o p e r a t e 
as i f t h e y a r e t h e f i r s t t o be p a i d and ev e r y o n e and 
e v e r y t h i n g e l s e can j u s t a d j u s t t o t h e i n c r e a s e . T h i s 
s t a t e has a l l o w e d t h i s c u l t u r e t o f l o u r i s h a t t h e 
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expense o f t a x p a y e r s , b u s i n e s s e s and l o c a l governments 
t h a t can no l o n g e r a f f o r d t o meet t h e s e f i n a n c i a l 
h u r d l e s . 

We a r e a l l a t a c r o s s r o a d s , Mr. Chairman. A l l 
t h o s e e n t i t i e s l i s t e d above have r e d u c e d employee 
b e n e f i t s i n one way or a n o t h e r or r e q u i r e d t h o s e t h a t 
can l e a s t a f f o r d i t t o pay more so t h a t t h e y can 
b a l a n c e t h e i r own c h e c k b o o k s . However, i n our 
o p i n i o n , t h i s i n d u s t r y now i s a t t h e b e s t p l a c e e v e r , 
h i g h e r r a t e s t h a n e v e r b e f o r e and l e s s r i s k a g a i n s t 
i t s s p o n s o r e d p l a n s t h a n e v e r b e f o r e , t h e p e r f e c t 
s t o r m . U n f o r t u n a t e l y , t h o s e who a r e s i n k i n g a r e 
commonwealth t a x p a y e r s . 

Mr. Chairman, t h i s i s a s t a t e r e c o g n i z e d 
n o n - p r o f i t c o r p o r a t i o n who i s s e t t i n g t h e r u l e s . 
T h e i r p r o d u c t i s an e s s e n t i a l s e r v i c e and one t h a t 
consumers must have. I know we w i l l h e a r about f r e e 
m a r k e t s and c o m p e t i t i o n and t a k i n g our b u s i n e s s 
e l s e w h e r e i f we don't l i k e i t , but i n t h e s e r u r a l 
c o u n t i e s , c o m p e t i t i o n i s v i r t u a l l y n o n - e x i s t e n t . 
Highmark and i t s B l u e s c o u s i n s o p e r a t i n g i n t h e s t a t e 
even s e t t h e i r own b o u n d a r i e s v i a t h e i r n a t i o n a l B l u e 
C r o s s / B l u e S h i e l d a s s o c i a t i o n . There i s not even 
c o m p e t i t i o n between t he t h r e e o t h e r B l u e s c a r r i e r s and 
Highmark when i t comes t o groups d o m i c i l e d i n t h e i r 



TRANSCRIPT OF PROCEEDINGS 

c o r p o r a t e l y s e t s a l e s a r e a s . They ban c o m p e t i t i o n 
i n t e r n a l l y and t a x p a y e r s pay f o r i t . They s e t i t up 
t h a t way and t h i s s t a t e has done n o t h i n g about i t but 
a c q u i e s c e t o t h e i r p l a n s . 

Mr. Chairman, l o o k f o r y o u r s e l f on any B l u e s 
w e b s i t e o r c a l l them as we have done i n the l a s t week 
on numerous o c c a s i o n s s e e k i n g a l t e r n a t i v e q u o t e s f o r 
c o v e r a g e . They w i l l o u t w a r d l y p r o c l a i m t he b o u n d a r i e s 
o f t h e i r c o v e r a g e a r e a s . T h e y ' l l q u i t e f r a n k l y t e l l 
you, we're s o r r y , we're n o r t h e a s t B l u e , we c a n ' t quote 
a b i d i n Cambria County; we're s o r r y , we're C a p i t a l 
B l u e , t h a t ' s o u t s i d e of our m a r k e t i n g a r e a . They 
o u t w a r d l y p r o c l a i m t h e s e b o u n d a r i e s , however, and t h e y 
w i l l n ot quote s m a l l or l a r g e r groups o u t s i d e t h e i r 
c o r p o r a t e l y e s t a b l i s h e d m a r k e t i n g b o u n d a r i e s . 

Y e t , t h e i r b e h a v i o r , i n our o p i n i o n , i s 
d u p l i c i t o u s b ecause when i t b e n e f i t s any one of them, 
t h e y c r o s s t h e i r own s e l f - i m p o s e d b o u n d a r i e s . Case i n 
p o i n t ; Highmark on June 17, 2010 announced i t has 
r e c e n t l y s e c u r e d t he PPO b u s i n e s s from C a p i t a l B l u e 
f o r s t a t e employees c o v e r e d under t he P e n n s y l v a n i a 
Employees B e n e f i t T r u s t Fund or PEBTF. T h i s t r u s t i s 
l o c a t e d i n t he C a p i t a l B l u e market i n g a r e a i n 
H a r r i s b u r g , not i n w e s t e r n P e n n s y l v a n i a . How i s i t 
t h a t Highmark c r o s s e d o v e r t h e i r a s s o c i a t i o n ' s own 
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s e l f - p r o c l a i m e d b o u n d a r y t o compete w i t h i t s s i s t e r 
B l u e s company when l o c a l governments cannot get a 
quote on c o v e r a g e f o r any B l u e ' s p l a n , e x c e p t f o r one 
t h a t c o n t r o l s t h e i r a r e a ? 

You see, Mr. Chairman, t h e y do what t h e y want 
when i t s u i t s them, and when i t d o e s n ' t , t h e y i n v o k e 
t h e i r own i n t e r n a l r u l e s as a r e a s o n why t h e y c a n ' t . 
I t ' s a f a c a d e and n o t h i n g more t h a n a s t a t e - s a n c t i o n e d 
r e g i o n a l i z e d monopoly t h a t d r i v e s c o s t s t h r o u g h the 
r o o f because t h e i n d u s t r y i t s e l f has s t y m i e d 
c o m p e t i t i o n . Y e t , Mr. Chairman, as t h e y c o n t i n u e t o 
evoke t h e i r s t a n d a r d l i n e about t h e i r a s s o c i a t i o n ' s 
s e t market a r e a s . Highmark i t s e l f , i n i t s 2009 a n n u a l 
r e p o r t t o u t s , among i t s 4 m i l l i o n members i n the 
commonwealth, n e a r l y one m i l l i o n a r e i n the c e n t r a l 
P A / L e h i g h V a l l e y a r e a , 355,000 i n the n o r t h e a s t e r n 
P e n n s y l v a n i a a r e a and o v e r 200,000 i n s o u t h e a s t e r n PA. 
So, Mr. Chairman and Committee, w h i c h i s i t ? I s 
Highmark or C a p i t a l l i m i t e d by a m a r k e t i n g r e g i o n or 
n o t ? I s Highmark t r u l y c o m p e t i t i v e or n o t ? We've 
seen t h e answer from our own e x p e r i e n c e . T h i s 
Committee s h o u l d l o o k i n t o Highmark's m a r k e t i n g 
p r a c t i c e s , w h i c h l e a v e s m a l l e r e m p l o y e r s 
d i s a d v a n t a g e d , and s u b j e c t t o no a c c e s s t o c o m p e t i t i v e 
p r i c i n g as l a r g e r e m p l o y e r s may a c c e s s . 
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Mr. Chairman, t a x p a y e r s have had t o t i g h t e n 
t h e i r b e l t s and r u n h o u s e h o l d b u d g e t s on l e s s and 
l e s s ; why s h o u l d Highmark not a t l e a s t be e m p a t h e t i c 
t o t h i s economic c a l a m i t y ? A t the end o f t h i s y e a r , 
as you know, r a t e caps on e l e c t r i c i t y w i l l e x p i r e and 
t a x p a y e r s w i l l have t o a b s o r b t h o s e c o s t s . Where does 
i t a l l end? I s t h e f i n a l c h a p t e r one t h a t r e q u i r e s 
l e s s and l e s s p e o p l e c o v e r e d by h e a l t h i n s u r a n c e w h i l e 
c o r p o r a t i o n s l i k e Highmark c o n t i n u e t o h o l d b i l l i o n s 
i n e x c e s s income? I n t h e i r own 2009 a n n u a l r e p o r t , 
Highmark's b o a r d c h a i r m a n speaks about t h e economy 
w h e r e i n he s t a t e s , "Meanwhile, t he r i p p l e e f f e c t s 
p e r s i s t from t h e most s e v e r e economic downturn s i n c e 
t h e G r e a t D e p r e s s i o n . Job l o s s e s a c r o s s A m e r i c a n 
b u s i n e s s and government at a l l l e v e l s have l e d t o 
d e c l i n i n g membership f o r many h e a l t h i n s u r a n c e 
companies and i n c r e a s i n g p r e s s u r e t o h o l d down c o s t s . " 
Y e t , Mr. Chairman, you can see no d i p w h a t s o e v e r i n 
the r a t e s of t h i s c a r r i e r d u r i n g t h e " most s e v e r e 
economic downturn s i n c e t h e G r e a t D e p r e s s i o n . " J u s t 
an acknowledgment t h a t j ob l o s s e s have l e d t o d e c l i n e s 
i n "membership" f o r many o f t h e i r h e a l t h p l a n s . 

Mr. Chairman, t h e y d o u b l e d t h e i r p r o f i t s i n 
2009 from 2008 w h i l e t h e y a d m i t t e d l y , i n t h e i r own 
r e p o r t s , l o s t about 100,000 c o v e r e d members. Rate 
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i n c r e a s e s on t h o s e t h a t r e m a i n e d had t o a c c o u n t f o r a 
s u b s t a n t i a l way t h e y c o v e r e d t h e i r revenue s h o r t f a l l s . 
H a v i n g n e a r l y 100,000 l e s s members and d o u b l i n g t h e i r 
g a i n s i n one y e a r from t he p r e v i o u s speaks volumes 
about t he f i n a n c i a l h e a l t h of a c a r r i e r who has n e v e r 
s l o w e d down on i t s r a t e i n c r e a s e s even d u r i n g d i r e 
t ime s. 

Mr. Chairman, t h i s Committee needs t o know 
t h a t w h i l e we may appear t o be j u s t a few d i s g r u n t l e d 
o r d i n a r y t a x p a y i n g , w o r k i n g p e o p l e from some r u r a l 
P e n n s y l v a n i a c o u n t y , we b e l i e v e t h i s f e e l i n g i s 
w i d e s p r e a d a c r o s s t h i s s t a t e . I t would behoove t h i s 
Committee t o seek out t h e v o i c e s o f o t h e r l o c a l 
g overnments, b u s i n e s s e s , e t c e t e r a , who have t he same 
p r o b l e m s . Then, and o n l y t h e n , w i l l t h e t r u e i m p a c t 
of t h e s e r i d i c u l o u s r a t e i n c r e a s e s be t r u l y known. 
T a x p a y e r s c o n t i n u e t o pay the b i l l s , w h i l e 
c o r p o r a t i o n s l i k e Highmark get t o p c l a s s t r e a t m e n t 
from our l e g i s l a t o r s , as w e l l as t h r o u g h a g e n c i e s and 
de p a r t m e n t s of t h i s s t a t e t h a t a r e r e s p o n s i b l e f o r 
t h e i r o v e r s i g h t . What i s the answer? W e l l , from t h i s 
group of o r d i n a r y t a x p a y e r s , i t seems f a i r l y s i m p l e 
and s t r a i g h t f o r w a r d , w h i c h we know t h e i s s u e s a r e n ' t 
s i m p l e and s t r a i g h t f o r w a r d . 

I f you a r e a n o n - p r o f i t i n s u r e r i n t h i s s t a t e . 
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you s h o u l d a t l e a s t be r e q u i r e d t o a b i d e by a l l 
l e g i s l a t i v e e n actments i n t h i s s t a t e , i n c l u d i n g t h e 
c r e a t i o n s of c o n s o r t i u m s i n h e a l t h c a r e so t h a t s m a l l 
l o c a l governments and b u s i n e s s e s can b e n e f i t from 
l a r g e r group p o o l e d r a t e s . That enactment has been i n 
p l a c e s i n c e 2001. So when t h e y t a l k about l a r g e r 
c o m m u n i t i e s f o r r i s k p o o l s , i t i s h e r e , we have t he 
enactment, t h e l e g i s l a t u r e saw f i t t o do i t and t h e y 
r e f u s e d t o agree t o acknowledge i t . 

They s h o u l d be o b l i g a t e d t o f i l e t h e i r 
c o r p o r a t e i n f o r m a t i o n i n an a r e a r e a d i l y a c c e s s i b l e t o 
the t a x p a y i n g p u b l i c and not on some c o n v o l u t e d s t a t e 
w e b s i t e h o s t e d by t h e P e n n s y l v a n i a I n s u r a n c e 
Department t h a t has most t a x p a y e r s t h r o w i n g up t h e i r 
hands i n f r u s t r a t i o n . 

We do not g u i d e or c r e a t e s t a t e p o l i c y , 
Mr. Chairman, but i f i t were up t o us, t h i s s t a t e 
s h o u l d not p e r m i t any c a r r i e r t o s e t t h e i r own r u l e s 
on s a l e s a r e a s g o v e r n e d by t h e i r own c o r p o r a t e 
a s s o c i a t i o n a t t h e expense of c o m p e t i t i o n . I f t h e y 
want t o be a n o n - p r o f i t , t h e n r e q u i r e them t o compete 
and have t h i s s t a t e r e q u i r e adequate and m e a n i n g f u l 
o v e r s i g h t e n s u r i n g t h a t t h e y a r e o p e r a t i n g as 
i n d e p e n d e n t companies as t h e y do so. We al w a y s h e a r 
c o m p e t i t i o n i s good, but as a s t a t e we do not r e q u i r e 
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t h e s e i n s u r e r s t o w i n c o n t r a c t s b a s e d on p r i c e , 
s e r v i c e o r e f f i c i e n c y . They get them because t h e r e ' s 
no m e a n i n g f u l c o m p e t i t i o n i n many of t h e s e a r e a s . 
Thus, i n most c a s e s , t h e y s e t t h e r a t e s t h e y want, 
where t h e y want, and upon whom the d e c i d e . 

T h i s Committee s h o u l d s p e a r h e a d l e g i s l a t i v e 
e f f o r t s t o change t h e c u l t u r e o f t h e P e n n s y l v a n i a 
I n s u r a n c e Department, and I'm s u r e C o m m i s s i o n e r A r i o 
i s d o i n g e v e r y t h i n g he can t o change t h a t c u l t u r e , but 
t h a t c u l t u r e d o e s n ' t get changed i n t h r e e y e a r s when 
i t ' s been e s t a b l i s h e d and i n p l a c e f o r many, many 
y e a r s . 

T h i s Committee, Mr. Chairman, i f i t p r o v e s 
i m p o s s i b l e t o g i v e t h e P e n n s y l v a n i a I n s u r a n c e 
Department t h e adequate t o o l s t o o v e r s e e t h e i n d u s t r y 
or t o change t h e c u l t u r e o f t h e i n d u s t r y , i t i s t h i s 
spokesman's b e l i e f , b a s e d on d i s c u s s i o n s w i t h t h e 
c o u n t y c o m m i s s i o n e r s , t h a t t h e P e n n s y l v a n i a I n s u r a n c e 
Department s h o u l d be a b o l i s h e d and s a v i n g s s h o u l d come 
as t a x r e l i e f f o r P e n n s y l v a n i a t a x p a y e r s . R i g h t now, 
we b e l i e v e t h e department p u t s t he i n d u s t r y a t t h e t o p 
of t h e l i s t and t a x p a y e r s , l o c a l governments, 
e m p l o y e r s and a l l o t h e r s a r e a d i s t a n t s e c o n d . 

Case i n p o i n t on t h a t , we f i l e d on F e b r u a r y 
2 3 r d o f t h i s y e a r , a r i g h t t o know r e q u e s t t o t h e 
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s t a t e . We a s k e d them s p e c i f i c a l l y why we c o u l d n ' t get 
a quote from C a p i t a l B l u e or N o r t h e a s t e r n B l u e o r 
I ndependence B l u e as some c o m p e t i t i v e t y p e p l a y t o 
o f f s e t what t h e s e s m a l l governments a r e g o i n g t h r o u g h , 
and t h e y c l e a r l y , and i t ' s i n t h e i n f o r m a t i o n t h a t 
I've g i v e n you t o d a y , say we do not c o n t r o l i t , 
Highmark's n a t i o n a l a s s o c i a t i o n s e t s t he b o u n d a r i e s 
f o r i t s m a r k e t i n g a r e a s . I n a b u s i n e s s l i k e t h i s , 
w i t h f o u r B l u e s a c r o s s t he s t a t e , t h e y p ut t h e 
b a r r i e r s up where t h e y want, t h e y l e t t h e b a r r i e r s 
down when t h e y d e c i d e . 

Mr. Chairman, we a l l know t h a t h e a l t h c a r e i s 
not f r e e . But t h i s Committee and t h i s s t a t e must a t 
l e a s t a t t e m p t t o make t h e p l a y i n g f i e l d somewhat 
l e v e l . These tremendous r a t e i n c r e a s e s by a 
c o r p o r a t i o n t h a t h o l d s o v e r 3 b i l l i o n d o l l a r s i n 
" e x c e s s income" o r " s u r p l u s r e s e r v e s " or w h a t e v e r t h e y 
want t o c a l l i t i s p u t t i n g p e o p l e out of work or 
r e d u c i n g t h e i r l e v e l s o f c o v e r a g e and c u r r e n t l y and 
s a d l y t h e r e i s no one t o t u r n t o a t p r e s e n t f o r 
r e l i e f . 

Mr. Chairman, t h e s e l e a d e r s o f l o c a l 
government g a t h e r e d h e r e t o d a y don't get p a i d b i g 
s a l a r i e s . These a r e community p e o p l e t h a t d e v o t e 
c o u n t l e s s v o l u n t e e r h o u r s t o make s u r e t h a t b a s i c 
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s e r v i c e s i n t h e i r t o w n s h i p s and boroughs a r e p r o v i d e d 
t o t h o s e t h a t l i v e w i t h i n t h e i r b o u n d a r i e s . Mr. 
Chairman, i n our a r e a , t h e r e a r e s l o t s f o r t o w n s h i p 
and borough p o s i t i o n s t h a t no one i s r u n n i n g f o r 
because so much needs done w i t h so l i t t l e f i n a n c i a l 
r e s o u r c e s t o c o v e r t h e need. These f o l k s a r e not 
l a w y e r s and t h e y a r e not p e o p l e w i t h p r o m i n e n t e l e c t e d 
p o s i t i o n s . They a r e g r a s s r o o t s community h e r o e s t h a t 
get t h e work done. You know t h e d i f f i c u l t work t h e y 
do and you know t h e i r f i n a n c i a l l i m i t a t i o n s . They 
need your h e l p and t h e h e l p o f t h i s s t a t e l e g i s l a t u r e 
t o e n s u r e t h a t t h i s e v e r r i s i n g u n c h e c k e d c o s t o f 
h e a l t h c a r e c o v e r a g e does not c o n t i n u e t o erode t h e i r 
a l r e a d y tenuous f i n a n c i a l p o s i t i o n . County 
governments need t he same h e l p . 

Our c o n s o r t i u m d i d t h a t . I t was l e g a l and i s 
l e g a l , j u s t u n r e c o g n i z e d by t h i s c a r r i e r . Not because 
i t ' s a bad i d e a . As a m a t t e r o f f a c t , i t i s a good 
l e g a l l y a p p r o p r i a t e s t a t e c r e a t e d o p p o r t u n i t y f o r 
s m a l l g r o u p s . Our own m e d i c a l l o s s r a t i o n e v e r moved 
i t s n e e d l e i n 2009 due t o t h e i r i n c l u s i o n . So much 
f o r t h e r i s k argument from Highmark. The c a r r i e r ' s 
unspoken r e a s o n s t o a b o l i s h i t i s because i t l i m i t s 
t h e i r a b i l i t y t o c h a r g e what t h e y want on whomever 
t h e y p l e a s e , e s p e c i a l l y i n s m a l l g r o u p s . 
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On b e h a l f of t h e Cambria County C o m m i s s i o n e r s ; 
P.J. S t e v e n s , M i l a n G j u r i c h , and S a l v a t o r e V a l e n t y ; 
t h e Cambria County H e a l t h c a r e Committee; and the 
l e a d e r s o f our t o w n s h i p s and b o r o u g h s , we want t o 
than k t h i s e n t i r e Committee f o r h o l d i n g t h i s h e a r i n g . 
I p r o v i d e t o you and I have a l r e a d y my s t a t e m e n t and 
a l l t h e backup m a t e r i a l , Mr. Chairman. Thank you v e r y 
much . 

( A p p l a u s e . ) 
REP. DeLUCA: Thank you. Any q u e s t i o n s ? 

R e p r e s e n t a t i v e Boyd. 
REP. BOYD: Thank you, Mr. Chairman. 

J u s t a c o u p l e t h i n g s f o r some c l a r i f i c a t i o n 
and I'm g o i n g t o l o o k t o some o f t h e o t h e r e x p e r t s 
t h a t a r e on the p a n e l . The n a t i o n a l a s s o c i a t i o n t h a t , 
I ' l l use the te r m l o o s e l y , g o v e r n s t h e B l u e s , what 
t h a t a s s o c i a t i o n or what's done t h e r e i s i t has t o do 
w i t h t h e b r a n d and t h e t r a d e m a r k o f t h e B l u e s . So 
C a p i t a l can s e l l o u t s i d e o f t h e i r g e o g r a p h i c a r e a , 
t h e y j u s t c a n ' t market as C a p i t a l B l u e C r o s s . I t has 
to do w i t h t r a d e m a r k i s s u e s t h a t have been u p h e l d 
f e d e r a l l y i n c o u r t , so f o r t h e s t a t e -¬

W e l l , I j u s t want t o c l a r i f y , b ecause you made 
some p r e t t y s t r o n g s t a t e m e n t s t h a t we s h o u l d d i s b a n d 
t h e i n s u r a n c e d e p a r t m e n t and we s h o u l d e l i m i n a t e or 
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s t o p t h a t p r a c t i c e , we c a n ' t . L e g a l l y , i f we would 
t r y and pass a law t h a t and, i n f a c t , I was t h e 
a r c h i t e c t of an amendment when C a p i t a l o r when 
Highmark was t r y i n g t o merge w i t h IBC. I a c t u a l l y had 
a law d r a f t e d t h a t would have p r o v i d e d t h a t C a p i t a l 
w o uld have s o l d s t a t e w i d e and was c l e a r l y t o l d t h a t 
w h i l e i t was a v e r y u n i q u e i d e a and v e r y , v e r y 
s t r a t e g i c i n p o i n t i n g out t h a t c r e a t i n g a b i g g e r B l u e 
w ould e l i m i n a t e c o m p e t i t i o n and make t h i n g s worse. I 
l e g a l l y c a n ' t v i o l a t e f e d e r a l t r a d e o r -- yeah, 
f e d e r a l t r a d e m a r k law a t t h e s t a t e l e v e l . I t would 
have been o v e r t u r n e d i n c o u r t . 

So w h i l e p e o p l e want us t o do some t h i n g s a t 
the s t a t e l e v e l , we c a n ' t do t h a t , l e g a l l y we c a n ' t . 

MR. BAKER: L e t me c l a r i f y one t h i n g 
about t he P e n n s y l v a n i a I n s u r a n c e Commission f i r s t and 
th e n I ' l l move on t o t h e o t h e r t h i n g . 

The s t a t e m e n t o f t h e Committee was t h a t i f the 
P e n n s y l v a n i a I n s u r a n c e Committee d o e s n ' t have t h e 
t e e t h t o do i t or t h e a u t h o r i t y t o do i t , t h e n why 
have i t . That was t h e s t a t e m e n t t h a t was made h e r e . 

On t h e o t h e r s i d e , when you t a l k about 
t r a d e m a r k s and b r a n d s and w h a t e v e r , t h e n I guess I 
would ask f o r c l a r i f i c a t i o n f r o m t h e Committee o r 
maybe we can get some c l a r i f i c a t i o n as t o how Highmark 
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can go i n and b i d on t h e PEBTF c o n t r a c t i n H a r r i s b u r g 
o u t s i d e t h e i r d o m i c i l e d m a r k e t i n g a r e a . 

REP. BOYD: A c t u a l l y , Highmark, t he o n l y 
p l a c e where B l u e s compete i n t h e s t a t e i s i n c e n t r a l 
P e n n s y l v a n i a and i t had t o do w i t h r e s t r u c t u r i n g of a 
c o r p o r a t e e n t i t y t h a t i t was a p a r t o f t h e b r e a k u p 
of -- f o r m a t i o n o f Highmark, but i t was a g r e e d t o by 
the a s s o c i a t i o n and i t p r o v i d e d -- hey, and you can 
l o b b y t he a s s o c i a t i o n , I t h i n k t h e y ' r e l o c a t e d i n 
C h i c a g o and say we want t h e f o u r B l u e s i n P e n n s y l v a n i a 
t o compete. 

MR. BAKER: R e p r e s e n t a t i v e , I don't have 
any umbrage w i t h t h a t , o t h e r t h a n t o say, h e r e a g a i n , 
t h a t i s , q u i t e f r a n k l y , a n o t h e r example as t o how t h e 
c o r p o r a t e dynamics and the c o r p o r a t e s t r u c t u r e d i c t a t e 
t he r u l e s of t h e r o a d when i t c o me s t o ma rk e t i ng 
i n s u r a n c e i n t h e s t a t e of P e n n s y l v a n i a . Whether you 
can change i t o r n o t , i t j u s t shows you t h a t t he 
c o r p o r a t i o n ' s i n t e r n a l r u l e s or t h e n a t i o n a l 
a s s o c i a t i o n ' s i n t e r n a l r u l e s have a c t u a l l y h amstrung 
th e s t a t e l e g i s l a t u r e i n p r o v i d i n g c o m p e t i t i o n a c r o s s 
t h e s t a t e . 

REP. BOYD: And I'm not d i s a g r e e i n g w i t h 
t h a t , but u n d e r s t a n d t h a t i t ' s f e d e r a l c o u r t r u l i n g s 
d e f i n i n g t h e n f e d e r a l law and t h e r e ' s some s t a t e s t h a t 
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have d e c i d e d we're not g o i n g t o be c o m p l i a n t w i t h 
f e d e r a l law. We d i d t h a t back i n the 1860s, t h a t 
d i d n ' t work o u t . 

MR. BAKER: W e l l , t h e n , i f the i n s u r a n c e 
c a r r i e r s t h e n r e a l l y espouse t h e f a c t t h a t c o m p e t i t i o n 
i s good, t h e n I would i m a g i n e t h a t t h o s e b a r r i e r s 
s h o u l d be b r o u g h t down by the n a t i o n a l B l u e C r o s s / B l u e 
S h i e l d As s oc i at i o n s o a l l P en n s y l v a n i a ns co u l d b e n e f i t 
f r om c o m p e t i t i v e p r i c i n g . 

REP. BOYD: And some of us, I p e r s o n a l l y 
w o uld a g r e e . I would l o v e t o see a l l f o u r B l u e s and 
the p e o p l e who r e p r e s e n t t h e B l u e s t h a t a r e i n t h e 
room know t h a t I a d v o c a t e d t h i s , t o a l l o w t h e B l u e s t o 
s e l l i n m u l t i p l e j u r i s d i c t i o n s . 

What I'm s a y i n g i s , t h e r e ' s some t h i n g s t h a t 
we can do. House B i l l 786 -- 746, t h a t ' s a p o s i t i v e or 
a p i e c e o f l e g i s l a t i o n t h a t we can a c t u a l l y do, the 
t h i n g s t h a t -- t h e c o n t r o l r e g u l a t i o n o v e r s i g h t of the 
B l u e s a s s o c i a t i o n , t h e n a t i o n a l a s s o c i a t i o n , we s i m p l y 
don't have t h e a u t h o r i t y t o do. 

MR. BAKER: I a p p r e c i a t e t h a t , 
Mr. R e p r e s e n t a t i v e , and l i k e I s a i d , I mean, t h a t ' s 
j u s t a n o t h e r example. I mean, on one hand, t h e y want 
t o t a l k about c o m p e t i t i o n w i t h t h e i r c o m p e t i t o r s . On 
the o t h e r hand, t h e y have a s i s t e r B l u e s company who. 
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q u i t e f r a n k l y , I mean, I w i l l t e l l you, I t h i n k i t 
a d v a n t a g e s them t o have a c h a r t e r t h a t s e t s up c e r t a i n 
s egmented a r e a s and c o u n t i e s w i t h i n t h e commonwealth 
s o t h a t you can d e c i d e t o c r o s s when you want and you 
can d e c i d e t o put t h e s h i e l d up whenever you d o n ' t . 

REP. BOYD: And I don't n e c e s s a r i l y 
d i s a g r e e w i t h a n y t h i n g t h a t y o u ' r e s a y i n g . I t h i n k 
what we want t o be about h e r e i s t o t r y and t a l k about 
what we can do. 

MR. BAKER: I u n d e r s t a n d . 
REP. BOYD: And your d i s c u s s i o n about t he 

i n t e r g o v e r n m e n t a l a f f a i r agreement, d i d you guys 
r e t a i n an a t t o r n e y and c o n s i d e r s u i n g o v e r t h a t i s s u e ? 

MR. BAKER: Our c o u n t y s o l i c i t o r a c t u a l l y 
was t h e one t h a t b r o u g h t i t t o us, i t was S e c t i o n 
2307, and i t ' s p r o v i d e d i n t h e i n f o r m a t i o n . The 
m u n i c i p a l i t y must g i v e us some a u t h o r i t y t o o p e r a t e on 
t h e i r b e h a l f , so t h e r e was r e s o l u t i o n s t h a t were 
p a s s e d and t h e n t h e r e was some d i s c u s s i o n back and 
f o r t h , w e l l , s h o u l d i t have been an o r d i n a n c e , s h o u l d 
i t have been a r e s o l u t i o n , back and f o r t h , w h a t e v e r . 
But u l t i m a t e l y , when i t came down t o us d e l i v e r i n g 
t h o s e r e s o l u t i o n s on June 9 t h t o Highmark v i a S e n a t o r 
Wozniak's o f f i c e , t h e y made i t c l e a r t o us i t d i d n ' t 
m a t t e r whether i t was a r e s o l u t i o n , i t d i d n ' t m a t t e r 
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whether i t was an o r d i n a n c e , i t d i d n ' t m a t t e r what i t 
was, t h e y a r e not g o i n g t o c o v e r t h e c o n s o r t i u m p a s t 
December 3 1 s t o f 2010. Had a m e e t i n g on May 2 0 t h w i t h 
t h e Highmark r e p r e s e n t a t i v e s , and w i t h o u t c o m p l e t e l y 
g o i n g out t h e r e on i t , I mean, the words back t o us 
were, w e l l , what i f e v e r y b o d y d e c i d e d t o do t h i s ? 
W e l l , q u i t e f r a n k l y , i f e v e r y b o d y d e c i d e d t o do i t , I 
t h i n k i t would be a p r e t t y good i d e a , I mean, you 
c o u l d f o l l o w t h e same p r e m i s e t h a t Mr. F a w c e t t 
i n d i c a t e d by s a y i n g a l a r g e r community r i s k p o o l 
b e n e f i t s consumers, w h i c h i t does. 

One p a r t i c u l a r t o w n s h i p and borough a r o u n d 
h e r e , t he gen t l e m a n i s s i t t i n g r i g h t b e h i n d me, sav e d 
$69,000 on 12 employees i n one y e a r , t h r e e m i l l s of 
t a x e s , so p e o p l e c o n t i n u e d t o work, p e o p l e c o n t i n u e d 
t o have g r e a t h e a l t h c a r e c o v e r a g e . No harm, no f o u l . 
U n t i l J a n u a r y 1 s t of t h i s y e a r when t h e y d e c i d e d not 
t o do i t any l o n g e r . 

REP. BOYD: So a r e you guys c o n s i d e r i n g 
l i t i g a t i o n ? 

MR. BAKER: We have n o t . We have t r i e d 
t o do a l e g i s l a t i v e o p t i o n , we have t r i e d t o seek h e l p 
v i a l e g i s l a t o r s , we're s t i l l i n t h a t p a r t i c u l a r 
p r o c e s s . One t h i n g we d i d not want t o do, I mean, we 
f e l t t h a t t h e r e m ight be a way t o work i t out w i t h 
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Highmark. I n t h e meantime, we d i d not want t o go out 
p u b l i c l y and do t h i s or do t h a t i n hopes of 
r e s o l u t i o n , but q u i t e f r a n k l y , h e r e we a r e t o d a y . We 
have a d e f i n i t e p r o b l e m w i t h i t . We may seek t h a t 
a l t e r n a t i v e . 

REP. BOYD: Thank you, Mr. Chairman. 
REP. DeLUCA: Any o t h e r q u e s t i o n s ? L e t 

me j u s t s ay, Mr. B a k e r , t h a t as f a r as t h e i n s u r a n c e 
d e p a r t m e n t , t h e y a r e s e l f - s u f f i c i e n t , t h e y b r i n g i n 
more money t h a n t h e y pay out i n employees, so I j u s t 
want t o b r i n g t h a t out t o you. 

S e c o n d l y , as R e p r e s e n t a t i v e Boyd has s a i d , 
t h e r e a r e c e r t a i n t h i n g s we c a n ' t do, and I don't want 
t o j u s t s t i c k up f o r t h e i n s u r a n c e c a r r i e r s h e r e , b ut 
t h i s i s a m u l t i - f a c e t p r o b l e m u n t i l we get our 
h a n d l e -- i t ' s not j u s t t h e i n s u r a n c e c a r r i e r s , t h e 
r a t e s and a l l t h a t . U n t i l we get our h a n d l e on the 
c o s t o f h e a l t h c a r e , we c o u l d t a l k about s o m e t h i n g , and 
what we're t a l k i n g about i s e x o r b i t a n t r a t e i n c r e a s e s . 
We a l s o need t o get our h a n d l e on the c o s t of 
h e a l t h c a r e . 

L e t me g i v e you an example. I f i n d i t i r o n i c 
t h a t we have a h o s p i t a l s y s t e m who's b u i l d i n g a new 
h o s p i t a l a m i l e away from a n o t h e r h o s p i t a l . That 
c e r t a i n l y d o e s n ' t r e d u c e c o s t . So I mean, we need t o 
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s t a r t l o o k i n g a t t h a t k i n d of s t u f f . You know, you ' r e 
not g o i n g t o , j u s t by s a y i n g by r e d u c i n g h e a l t h c a r e 
premiums, you don't reduce t h e h e a l t h c a r e c o s t . 
Nobody i s i n t h e r e t o l o s e money. As a Co m m i s s i o n e r , 
you a l s o have t o u n d e r s t a n d t h e r e a r e o t h e r a s p e c t s i n 
government t h a t you have t o l o o k a t . I t ' s not j u s t 
c u t and d r y . 

MR. BAKER: R e p r e s e n t a t i v e DeLuca, I 
t o t a l l y u n d e r s t a n d t h a t . I w i l l t e l l you where t he 
r u b b e r meets t h e r o a d , however, as you w e l l know w i t h 
e v e r y b o d y from a l o c a l t o w n s h i p and borough t o a s m a l l 
e m p l o y e r , where t h e r u b b e r meets t h e r o a d i s the 
premium t h e y pay e v e r y month. The b i g p i c t u r e , I 
u n d e r s t a n d . You guys d e a l w i t h t h e b i g p i c t u r e , b ut 
I'm t e l l i n g you i t u l t i m a t e l y f i l t e r s down t o one 
p l a c e . They may be the i n s u r e r of l a s t r e s o r t , 
t h e r e ' s a p a y e r o f l a s t r e s o r t and i t ' s t he p e r s o n 
t h a t makes out t h e check o r t h e employer t h a t makes 
out t h e check f o r t h o s e i n s u r a n c e premiums e v e r y 
p a r t i c u l a r month. 

REP. DeLUCA: And I u n d e r s t a n d t h a t , and 
I a l s o u n d e r s t a n d t h a t we a l s o need t o get a h a n d l e on 
h e a l t h c a r e c o s t s . 

MR. BAKER: I a g r e e . Thank you, s i r . 
REP. DeLUCA: Thank you. Thank you f o r 
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t a k i n g t h e ti m e and s t a y i n g h e r e a l l day. 
(Ap p l a u s e . ) 

REP. DeLUCA: The n e x t p a n e l , we have 
Sharon Ward, d i r e c t o r , P e n n s y l v a n i a Budget and P o l i c y 
C e n t e r ; J o y c e Kane, owner and p r e s i d e n t of C y b e r t a r y 
P i t t s b u r g h . 

MS. WARD: Thanks v e r y much f o r t h e 
o p p o r t u n i t y t o speak. I'm Sharon Ward, d i r e c t o r of 
the P e n n s y l v a n i a Budget and P o l i c y C e n t e r . Thank you 
v e r y much. Chairman, f o r a l l o w i n g us the o p p o r t u n i t y 
t o speak t o d a y . 

You have my w r i t t e n t e s t i m o n y , b ut what I 
t h i n k I'm g o i n g t o do i s d e p a r t from t h a t . My 
t e s t i m o n y i s o n l y two pages, so I p r o m i s e you, I ' l l be 
b r i e f . And I t h i n k I'm j u s t g o i n g t o r e s p o n d t o some 
of t h e comments and t e s t i m o n y t h a t we've h e a r d t h i s 
m o r n i n g and t o a d d r e s s some h i g h l i g h t s . 

So f i r s t l e t me s t a r t , v e r y b r i e f l y , w i t h our 
own p e r s o n a l s t o r y . Our b u s i n e s s , w h i c h i s l o c a t e d i n 
H a r r i s b u r g , have been t h r o u g h what many of t h e 
b u s i n e s s e s y o u ' r e h e a r i n g t o d a y a r e e x p e r i e n c i n g . We 
had a 4 6 p e r c e n t r a t e i n c r e a s e w i t h C a p i t a l B l u e C r o s s 
a y e a r and a h a l f ago, and what was t h a t r e l a t e d t o ? 
C l e a r l y r e l a t e d t o i s s u e s of m e d i c a l u n d e r w r i t i n g . 

When we s t a r t e d , as t h e I n s u r a n c e C o m m i s s i o n e r 
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has m e n t i o n e d , we got a v e r y f a v o r a b l e and v e r y n i c e 
r a t e and our i n s u r a n c e b r o k e r warned us t h a t t he 
p r o b l e m w i t h t h e B l u e s was al w a y s i n the r e n e w a l , and 
t h a t was, i n f a c t , t h e c a s e . Our i n s u r a n c e premium 
i n c r e a s e d by 46 p e r c e n t . We had one s t a f f member 
whose w i f e had a baby, we now pay $21,000 f o r t h a t 
s i n g l e employee and h i s premium went up by about 
$10,000 t h a t one y e a r . And two p e o p l e i n our 
o r g a n i z a t i o n t u r n e d 50, I won't you t e l l you who t h e y 
a r e , b ut t h e y d i d . And between t h e age r a t i n g and the 
m e d i c a l u n d e r w r i t i n g , our premiums went up v e r y 
s i g n i f i c a n t l y . 

So l e t me get t o back t o we're h e a r i n g t o d a y 
among o t h e r s m a l l b u s i n e s s e s t h a t a r e l o c a t e d h e r e i n 
the Highmark a r e a . F i r s t , I want t o r e s p o n d t o some 
of t h e comments t h a t were made by the Highmark 
r e p r e s e n t a t i v e s , and a g a i n , go back t o some r e a l i t y t o 
a l l of t h i s . We a r e i n an e n v i r o n m e n t o f f e d e r a l 
h e a l t h c a r e r e f o r m , w h i c h now has t o be im p l e m e n t e d and 
w i l l be i m p l e m e n t e d i n d i f f e r e n t ways i n t h e s t a t e s , 
but i t ' s i m p o r t a n t t o remember t h a t t h e f o u r B l u e s i n 
t he s t a t e have a l mos t 7 0 p e r c e n t o f t he c o v e r e d l i v e s 
i n t h e s t a t e and t h e y w i l l be t h e b i g b e n e f i c i a r i e s of 
f e d e r a l h e a l t h c a r e r e f o r m , 32 m i l l i o n more p e o p l e w i l l 
be a b l e 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 , and t h a t i s why 
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you d i d not have i n s u r a n c e companies, d u r a b l e m e d i c a l 
equipment p r o v i d e r s , d r u g companies o r h o s p i t a l s 
o p p o s 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 , because t h e y 
u n d e r s t a n d t h e i r b u s i n e s s i s e x p a n d i n g e x p o n e n t i a l l y . 

L e t me a l s o say t h a t t h e p e o p l e , t h e i n s u r e r s 
t h a t w i l l have t o make the most changes w i l l be the 
c o m m e r c i a l i n s u r e r s and not t h e B l u e s . The c o m m e r c i a l 
i n s u r e r s w i l l be the ones t h a t have t o more 
s i g n i f i c a n t l y change t h e way t h e y o p e r a t e t h a n t h e 
B l u e s do. 

L e t me r e s p o n d t o the comment t h a t Highmark i s 
not a c h a r i t y . Highmark i s a c h a r i t y , Highmark was a 
c h a r i t y . The B l u e s were c h a r t e r e d under s t a t e l a w . 
What we have seen i n P e n n s y l v a n i a i s , i n f a c t , a 
c o n v e r s i o n from n o n - p r o f i t t o f o r - p r o f i t o r g a n i z a t i o n s 
w i t h o u t t h e o p p o r t u n i t y of l e g i s l a t i v e o v e r s i g h t of 
t h a t , or w i t h o u t t he o p p o r t u n i t y o f o t h e r s t a t e s t h a t 
have, w h i c h i s t o t a k e back some o f t h e s u r p l u s e s , 
s ome o f t h e -- some of the p u b l i c funds i n v o l v e d i n 
t h o s e c h a r i t i e s . R i g h t now, Highmark has 37 s e p a r a t e 
s u b s i d i a r i e s . They have one n o n - p r o f i t , t h e r e s t o f 
t h e i r b u s i n e s s i s done t h r o u g h f o r - p r o f i t 
s u b s i d i a r i e s . 

Now, a d d r e s s i n g t h e i s s u e of c o m p e t i t i o n and 
r i s k . You cannot have 70 p e r c e n t of the c o v e r e d l i v e s 
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i n t h e s t a t e and have 1 00 p e r c e n t of the r i s k i e s t 
p a t i e n t s , i t j u s t d o e s n ' t happen t h a t way. They have 
a v a r i e t y of r i s k w i t h i n t h o s e r i s k p o o l s . So t o make 
the comment t h a t t h e y have c o m p l e t e l y and a l l of t h e 
h i g h r i s k p a t i e n t s i s s i m p l y -- or l i v e s i s s i m p l e not 
the c a s e . 

Now, i t ' s c l e a r t o say t h a t t h e c o m m e r c i a l 
c a r r i e r s i n the s t a t e have g o t t e n away w i t h murder and 
t h e y have, but a g a i n , t h e c o m m e r c i a l c a r r i e r s w i l l be 
the ones t h a t have t o make t h e b i g g e s t changes. 

What I t h i n k we have h e r e w i t h r e s p e c t t o what 
Highmark i s d o i n g moving t h i s book of b u s i n e s s i n t o a 
f o r - p r o f i t s u b s i d i a r y i s , i n f a c t , t h e r e s p o n s e t o 
f e d e r a l h e a l t h c a r e r e f o r m . T h i s i s not the l a s t t i m e 
you w i l l see t h i s , t h i s i s t h e f i r s t t i m e you w i l l see 
t h i s , and t h a t i s t h e r e a s o n t h a t one of t h e f i r s t 
t h i n g s t h a t C o n g r e s s d i d i n t h e t i m e l i n e of f e d e r a l 
h e a l t h c a r e r e f o r m was t o acknowledge t h a t s t a t e s don't 
have t h e means, don't have t h e a u t h o r i t y a c r o s s t he 
b o a r d , t h e y don't have t he r e s o u r c e s t o a d e q u a t e l y 
r e v i e w and r e g u l a t e i n s u r a n c e companies. 

Now, t h i s y e a r , and a c t u a l l y , j u s t t h i s month, 
t h e r e was t h e Department o f H e a l t h and Human S e r v i c e s 
i s s u e d a g r a n t o p p o r t u n i t y , e v e r y s t a t e g e t s a m i l l i o n 
d o l l a r s a y e a r f o r t h e n e x t t h r e e y e a r s t o improve t he 
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c a p a c i t y of the i n s u r a n c e department t o be a b l e t o go 
to e t o t o e w i t h t h e i n s u r a n c e companies and have t h e 
r e s o u r c e s and t h e a c t u a r i e s t h a t t h e y need i n o r d e r t o 
be a b l e t o r e v i e w r a t e s a d e q u a t e l y . What we don't 
have i n P e n n s y l v a n i a i s t h e a u t h o r i t y of t h e I n s u r a n c e 
C o m m i s s i o n e r t o be a b l e t o r e v i e w and t o approve 
r a t e s . 

I can t e l l you, and I a p p r e c i a t e t h e f a c t t h a t 
t h i s Committee has v o t e d out House B i l l 746. I want 
t o r e m i n d you a l l t h a t t he i s s u e o f s m a l l b u s i n e s s 
r a t e r e g u l a t i o n i s an i s s u e o f R e p r e s e n t a t i v e S c h r o d e r 
and S e n a t o r W o n d e r l i n g when he was i n t h e S e n a t e . 
T h i s i s a b i p a r t i s a n i s s u e , s m a l l b u s i n e s s e s r e a l l y do 
need h e l p i n a d d r e s s i n g t h e s e i s s u e s . 

So what needs t o be done? We need more, we 
need g r e a t e r a u t h o r i t y f o r t h e i n s u r a n c e d e p a r t m e n t , 
not l e s s a u t h o r i t y f o r the i n s u r a n c e d e p a r t m e n t . 
T h e r e ' s t h r e e y e a r s b e f o r e t h e f e d e r a l law k i c k s i n . 
When t h a t o c c u r s , b o t h t he S e c r e t a r y of H e a l t h and 
Human S e r v i c e s and each s t a t e i n s u r a n c e c o m m i s s i o n e r 
i s g o i n g t o have much g r e a t e r a u t h o r i t y t o r e v i e w and 
approve r a t e s . We need t o do t h a t now. We p a s s e d a 
b i l l once, pass a n o t h e r b i l l and pass a n o t h e r b i l l and 
pass a n o t h e r b i l l u n t i l t h e Senate f i n a l l y g e t s t h e 
message. 
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I can t e l l you t h a t t h e movement of s t a t e s 
b e f o r e f e d e r a l h e a l t h c a r e r e f o r m was towa r d s r a t e 
a p p r o v a l . There a r e 28 s t a t e s t h a t c u r r e n t l y r e q u i r e 
r a t e a p p r o v a l by the i n s u r a n c e c o m m i s s i o n e r , f i v e 
s t a t e s i n 2009 a l o n e e n a c t e d r a t e a p p r o v a l . I can 
a l s o t e l l you i n C o l o r a d o , i n s i x months, i n the f i r s t 
s i x months a f t e r t h e y e n a c t e d a r a t e a p p r o v a l l aw, 
50 p e r c e n t o f t h e r a t e h i k e s t h a t were r e q u e s t e d by 
the i n s u r a n c e companies were e i t h e r d e n i e d or 
w i t h d r a w n . 

So what we have h e r e i s , we s i m p l y have a l a c k 
o f an a u t h o r i t y . T h e r e ' s n o t h i n g wrong -- w e l l , 
t h e r e ' s n o t h i n g wrong w i t h t h e s e companies making 
p r o f i t s , but i t ' s r e a l l y i m p o r t a n t t o u n d e r s t a n d j u s t 
what t h i s means t o t h e s e f o l k s and t o o t h e r s m a l l 
b u s i n e s s e s . 

L e t me a l s o p o i n t out t h a t I r e a l l y hope t h a t 
we can get ov e r t h e b a t t l e between t h e B l u e s and t h e 
c o m m e r c i a l i n s u r e r s . I don't t h i n k p e o p l e i n t h e 
a u d i e n c e u n d e r s t a n d how much of a p r o b l e m t h a t i s i n 
H a r r i s b u r g . I would say i n H a r r i s b u r g poor p e o p l e 
c o n s t a n t l y come t o l o b b y , t he p o o r e s t p e o p l e who come 
to H a r r i s b u r g t o l o b b y a r e h o s p i t a l s , n u r s i n g homes 
and i n s u r a n c e companies. I f we walk t he h a l l s i n 
H a r r i s b u r g , you would t h i n k a l l of our i n s u r a n c e 
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companies a r e r e a l l y j us t about t o go under and I can 
a s s u r e t h e y a r e n o t . So t h e r e a r e a c o u p l e o f t h i n g s 
t h a t you c o u l d do and t h e n I ' l l t u r n t h i s o v e r t o my 
c o l l e a g u e . 

There a r e -- t h e G e n e r a l A s s e m b l y b o t h -¬
r i g h t now b e f o r e f e d e r a l r e f o r m t a k e s e f f e c t , you 
s h o u l d e n a c t a law t h a t would g i v e t h e i n s u r a n c e 
commis s i o n e r r a t e r e v i e w a u t h o r i t y and t h e a u t h o r i t y 
t o deny r a t e s , b ut i t ' s v e r y i m p o r t a n t t h e way t h a t 
law i s w r i t t e n , s t r u c t u r e d , t h e f e d s w i l l c r e a t e 
s o m e t h i n g , P e n n s y l v a n i a , t h e r e w i l l be a l o t of 
d i s c r e t i o n s , and P e n n s y l v a n i a w i l l need t o e n a c t 
l e g i s l a t i o n and have t h e c a p a c i t y and t h e a b i l i t y t o 
be a b l e t o go beyond what t he f e d s r e q u i r e . 

So we j u s t ask you t o do f i v e t h i n g s , g i v e t he 
i n s u r a n c e commiss i o n e r t he a u t h o r i t y t o r e v i e w and 
approve r a t e s , c r e a t e s t a n d a r d s t o d e t e r m i n e whether 
t h e 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 . A g a i n , t h e 
r e p o r t i n g on t h e m e d i c a l l o s s r a t i o s w i l l b e g i n t h i s 
y e a r . Next y e a r , a f t e r t h a t i n f o r m a t i o n i s p r e s e n t e d , 
t h e r e b a t e s t h a t w i l l come when i n s u r e r s do not meet 
th e m e d i c a l l o s s r a t i o s w i l l b e g i n , so i t i s 
c o n c e i v a b l e t h a t w i t h i n t h e n e x t y e a r t h e c o m m e r c i a l 
i n s u r e r s a r e g o i n g t o have t o change t h e i r m e d i c a l 
l o s s r a t i o s or b e g i n g i v i n g r e b a t e s t o t h e i r 



TRANSCRIPT OF PROCEEDINGS 

c u s t o m e r s . 
We need t o have a c l e a r and t r a n s p a r e n t 

p r o c e s s f o r r a t e r e v i e w and a p p r o v a l . We need t o have 
i n f o r m e d consumer i n p u t i n t o t h e r a t e r e v i e w 
p r o c e s s e s . I t ' s v e r y h a r d t o get consumers, but we 
t h i n k t h a t ' s v e r y i m p o r t a n t , and i t ' s i m p o r t a n t t h a t 
you e n s u r e t h a t t h e m i l l i o n d o l l a r s , I'm s u r e J o e l 
A r i o w ould say i s not enough, t h e i n s u r a n c e d epartment 
has t o have adequate c a p a c i t y t o i n d e p e n d e n t l y r e v i e w 
r a t e r e q u e s t s i n a t i m e l y manner. So I w i l l l e a v e i t 
t h a t . 

I do want t o r e i t e r a t e t h e i s s u e t h a t has been 
r a i s e d s e v e r a l t i m e s w i t h r e s p e c t t o Highmark and i t s 
p r o f i t s . Between 2005 and 2009, a l t h o u g h t h e i r 
p r o f i t s have d e c l i n e d w i t h t h e r e c e s s i o n , t h e y ' r e 
r e b o u n d i n g , t h e i r s u r p l u s e s have i n c r e a s e d from 2.8 
b i l l i o n d o l l a r s i n 2005 t o 3.4 b i l l i o n d o l l a r s t o d a y . 

I a l s o want t o p o i n t out t h a t much of t h e 
im p e t u s a r o u n d t h e s t r o n g r a t e r e v i e w has been because 
of t h e c o m m e r c i a l i n s u r e r s and t o p o i n t out t o you 
t h a t i n 2009, t h e n a t i o n ' s f i v e l a r g e s t h e a l t h 
i n s u r a n c e companies, c o m m e r c i a l s , W e l l P o i n t , U n i t e d , 
C i g n a , A e t n a and Humana had combined p r o f i t s of 12.2 
b i l l i o n and t h o s e p r o f i t s were up 56 p e r c e n t from 
2008. So w h i l e t h e r e s t o f us have been s t r u g g l i n g . 
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t h e i n s u r a n c e c a r r i e r s a p p a r e n t l y have not been. 
F i n a l l y , t h e r e was a n o t h e r p e r s o n who was 

supposed t o be on our p a n e l , C a l Schuchman, who's a 
consumer who a c t u a l l y wanted t o t a l k about a d u l t B a s i c , 
he had t o go t o work. I j u s t wanted t o urge you t h a t 
one p i e c e of u n f i n i s h e d b u s i n e s s i s f u n d i n g a d u l t B a s i c 
t h r o u g h t o 2014 and I hope t h a t y o u ' l l t a k e up t h a t 
p i e c e of l e g i s l a t i o n soon. I ' l l t u r n i t o v e r t o my 
c o l l e a g u e . 

REP. DeLUCA: You're n e x t . 
MS. KANE: I'm n e x t and I p r o m i s e I w i l l 

be v e r y b r i e f . Good a f t e r n o o n . My name i s Jo y c e 
Kane, I'm t h e owner and p r e s i d e n t of C y b e r t a r y 
P i t t s b u r g h , w h i c h i s a s m a l l b u s i n e s s , a c t u a l l y , a 
m i c r o b u s i n e s s , t h a t o f f e r s a d m i n i s t r a t i v e s u p p o r t 
s e r v i c e s t o o t h e r b u s i n e s s owners, p r o f e s s i o n a l s and 
i n d i v i d u a l s . We i n c o r p o r a t e d i n June of 2009, 
l a u n c h e d our b u s i n e s s i n September of 20 09 and 
c u r r e n t l y have two employees, m y s e l f and my husband. 

I was l a i d o f f from my c o r p o r a t e p o s i t i o n i n 
O c t o b e r o f 2008. I had COBRA b e n e f i t s from t h a t t i m e , 
w h i c h r e p r e s e n t e d an o u t l a y o f $472 p e r month u n t i l 
December of 2009. A t t h a t t i m e , I was n o t i f i e d t h a t 
my COBRA premiums would i n c r e a s e by 28 6 p e r c e n t t o 
ove r $1300 m o n t h l y , and f u n d i n g income from 
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unemployment and s a v i n g s c o u l d not s u s t a i n t h a t 
i n c r e a s e . I sought c o v e r a g e a l t e r n a t i v e s f r o m s o u r c e s 
o t h e r t h a n COBRA. F o r t u n a t e l y , t h r o u g h c o n t a c t s t h a t 
I've met i n m a r k e t i n g my b u s i n e s s , I had some o p t i o n s 
t o c o n s i d e r , a l t h o u g h t h o s e o p t i o n s were l i m i t e d a t 
b e s t . 

For example, I worked t h r o u g h a b r o k e r who 
p r o p o s e d p l a n s from t h r e e d i f f e r e n t c a r r i e r s , as w e l l 
as a chamber a f f i l i a t e d e n t i t y t h a t o f f e r e d p o l i c i e s 
t h r o u g h t h e i r c o l l e c t i v e b a r g a i n i n g power. Those 
p l a n s r a n g e d from a low of $566 a month t o a h i g h o f 
2033, a d e l t a o f 119 t o 431 p e r c e n t r e s p e c t i v e l y o v e r 
t h e c o s t of the COBRA c o v e r a g e t h a t I had had. 

I n a d d i t i o n t o the c o s t d i f f e r e n c e s , of 
c o u r s e , we don't have t o e l a b o r a t e , b ut m o n t h l y 
premiums, t h e r e were s i g n i f i c a n t d i f f e r e n c e s i n 
l i f e t i m e maximum c o v e r a g e , d e d u c t i b i l i t y , c o v e r a g e f o r 
i n - n e t w o r k , o u t - o f - n e t w o r k p r o v i d e r s , p r e s c r i p t i o n 
g u i d e l i n e s , c o - i n s u r a n c e , et c e t e r a , and t h e r e was 
a l s o some u n d e r w r i t i n g i s s u e s a s s o c i a t e d w i t h t h o s e . 

From my r e s e a r c h , t he P a t i e n t P r o t e c t i o n 
A f f o r d a b l e Care A c t ap p e a r s t o have l i m i t e d i m p a c t f o r 
s m a l l b u s i n e s s owners such as m y s e l f , i n e i t h e r a 
p o s i t i v e or a n e g a t i v e d i r e c t i o n . A ssuming t h e 
p r o v i s i o n s as c u r r e n t l y i n t e r p r e t e d c a r r y t h r o u g h . 
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e l i g i b i l i t y f o r c o v e r a g e t h r o u g h s t a t e i n s u r a n c e p o o l s 
or exchanges may i n c r e a s e o p t i o n s f o r h e a l t h c a r e 
c o v e r a g e t h a t a r e b e t t e r t h a n what I'm a b l e t o s o u r c e 
on my own; however, t he o t h e r p r o v i s i o n such as 
e l i g i b i l i t y f o r i n d i v i d u a l t a x c r e d i t s t o h e l p o f f s e t 
t h e c o s t of premiums a r e so r e s t r i c t e d t o e m p l o y e r s 
t h a t a r e -- have 25 FTEs o r l e s s and whose s a l a r i e s 
a r e under 25,000, t o e m p l o y e r s w i t h up t o 50 employees 
and/or s a l a r i e s o f 50,000. Those p e r c e n t a g e phase 
o u t s o f t h o s e c r e d i t s a r e f o r t h e owners. I n 
a d d i t i o n , owners of C c o r p o r a t i o n s a r e i n e l i g i b l e . I 
have t o be i n c o r p o r a t e d as a C c o r p o r a t i o n f o r a 
number of r e a s o n s , i n c l u d i n g t h e way I was a b l e t o 
fu n d my b u s i n e s s . Of c o u r s e , t h e r e has t o be t a x a b l e 
income a g a i n s t w h i c h c r e d i t s would a p p l y , and f o r 
t h o s e of us who do not have t a x a b l e income, a g a i n , 
i t ' s a moot p o i n t . 

So i n my case and the o t h e r s m a l l b u s i n e s s 
owners who a r e s t r u g g l i n g t o s t a y i n b u s i n e s s , t h e s e 
q u a l i f i c a t i o n s r e n d e r t h e p o s i t i v e i m p a c t o f t h e s e 
p r o v i s i o n s u n t e n a b l e . 

The one a r e a t h a t would p o t e n t i a l l y b e n e f i t 
b u s i n e s s owners i n c i r c u m s t a n c e s n e a r t h a t of my 
company i s t h e i n s u r a n c e r e f o r m p r o t e c t i o n t h a t would 
p r e v e n t r e j e c t i o n s and d i s c r i m i n a t o r y p r i c i n g of 
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i n s u r a n c e c o v e r a g e , p r e e x i s t i n g c o n d i t i o n s , age, 
h e a l t h s t a t u s and o t h e r f a c t o r s . S m a l l b u s i n e s s 
owners a r e l o o k i n g f o r consumer p r o t e c t i o n t h a t would 
e n a b l e t h e i n s u r a n c e c o m m i s s i o n e r t o have t h e power t o 
r e v i e w and d i s a p p r o v e r a t e s and t o e n a c t r a t e r e f o r m s 
a t t h e s t a t e l e v e l . Thank you f o r 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 p a n e l . 

REP. DeLUCA: Thank you b o t h f o r b e i n g 
h e r e and thank you f o r t a k i n g t h e t i m e t o w a i t . 

L e t me ask you, Sharo n , one o f your f i v e 
p o i n t s i s t h e f a c t t h a t you p r o v i d e t h e i n f o r m e d 
consumer i n p u t i n t o t h e r a t e p r o c e s s . Would you be i n 
f a v o r of a consumer a d v o c a t e ? 

MS. WARD: Yeah, t h a t ' s a good model. 
REP. DeLUCA: I s t h a t a good model? 
MS. WARD: Uh-huh. 
REP. DeLUCA: And i f you a r e i n f a v o r of 

i t , who would you say would have t o pay f o r t h e 
consumer a d v o c a t e ? 

MS. WARD: I t s h o u l d c e r t a i n l y be a 
p u b l i c s e c t o r p o s i t i o n . There a r e two o p t i o n s , I 
gues s . One would be, i t s h o u l d be p a i d f o r out of the 
p u b l i c , o r t h e seco n d , i t s h o u l d be p a i d f o r by the 
i n s u r a n c e companies, by t h e p e o p l e who a r e r e g u l a t e d . 
I w ould s ay e i t h e r one of t h o s e would be a c c e p t a b l e 
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o p t i o n s . 
REP. DeLUCA: You know t h e i r r e s p o n s e 

would be t h a t t h e y ' r e g o i n g t o have t o r a i s e t h e r a t e s 
t o do t h a t ? 

MS. WARD: They have t o r a i s e t h e r a t e s 
t o do e v e r y t h i n g , don't t h e y ? 

REP. DeLUCA: I j u s t want t o b r i n g t h a t 
up. I t h i n k i t ' s a good i d e a , but u n f o r t u n a t e l y , we 
d i d have a b i l l up t h e r e and t h a t was one o f the 
c o n c e r n s , whether we d u p l i c a t e t h e i n s u r a n c e 
d e p a r t m e n t and t h e f a c t t h a t who would pay f o r i t and 
so t h a t any t i m e you have s o m e t h i n g l i k e t h a t , t h e y 
a l w a y s -- t h e i n s u r a n c e c a r r i e r s a l w a y s say we're 
g o i n g t o have t o r a i s e t h e r a t e s . 

MS. WARD: I don't know i f the 
a p p l i c a t i o n s , i f t he f e d e r a l law a l l o w s some of t h e 
f e de r a l f u nd s t o b e u s e d f o r a n o f f i c e o f c o n s u me r 
a d v o c a t e . 

REP. DeLUCA: That might be a good p o i n t 
f o r us t o l o o k a t . W e ' l l c e r t a i n l y t a k e a l o o k at 
t h a t . R e p r e s e n t a t i v e has a q u e s t i o n . 

REP. PASHINSKI: I a p o l o g i z e f o r m i s s i n g 
p a r t o f your t e s t i m o n y t h e r e . L e t ' s t a l k about t h i s 
consumer a d v o c a t e t h i n g , b e c a u s e t h e r e ' s -- p e o p l e 
don't want t o i n c r e a s e t h e i r government b u r e a u c r a c y . 
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and t h a t ' s one of t h e arguments, c r e a t e t h i s o t h e r 
group t h a t ' s g o i n g t o s u p p o s e d l y t a k e c a r e of t h i s , 
but t h e p r o b l e m i s , you know, a g a i n who i s g o i n g t o 
pay f o r i t . T h e r e ' s been c o n t r o v e r s y r e g a r d i n g t h a t 
and some p e o p l e have s u g g e s t e d t h a t i f 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 we have were g i v e n adequate funds t h a t 
c o u l d s e t up t h a t p a r t i c u l a r p a r t of t h e i r d u t i e s 
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 . Do you have any 
f e e l i n g s about t h a t ? 

MS. WARD: W e l l , a c o u p l e o f t h i n g s . L e t 
me f i r s t say t h a t -- l e t ' s a d d r e s s t h e i s s u e of 
b u r e a u c r a c y and r e g u l a t i o n . I t h i n k t h a t what 
C o m m i s s i o n e r A r i o s a i d and what we see i n a number of 
a r e a s , and I know R e p r e s e n t a t i v e Boyd w i l l have t o 
jump i n on t h i s one, i s i n o r d e r t o h o l d government 
a c c o u n t a b l e f o r t h e s e e x p e n d i t u r e of p u b l i c d o l l a r s , 
we need t h e money t o do t h a t and i n o r d e r t o en s u r e 
t h a t a l l b o t h p r i v a t e b u s i n e s s and t h e p u b l i c 
a d e q u a t e l y s e r v e s t h e p e o p l e who a r e p a y i n g t h e 
f r e i g h t , we've got t o pay f o r t h a t . I don't l i k e t o 
t h i n k of i t as a b u r e a u c r a c y , I l i k e t o t h i n k of i t as 
consumer r e g u l a t i o n and consumer p r o t e c t i o n i s t o 
p r o t e c t consumers. Who's l o o k i n g out f o r them r e a l l y , 
s omebody -- and I know many o f you a r e i n many 
i n s t a n c e s , b ut yo u ' r e f i g h t i n g i n t h i s i n s t a n c e v e r y 
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l a r g e , v e r y w e l l - f i n a n c e d i n s u r a n c e companies. You 
need someone w i t h t h e s k i l l s or an o f f i c e w i t h t h e 
s k i l l s t o do t h a t . You need t h e c a p a c i t y . 

There a r e a v a r i e t y o f ways t o have i n f o r m e d 
p u b l i c i n p u t , I mean, j u s t at t h e v e r y b e g i n n i n g 
you've got t o make s u r e t h a t t h e r a t e i n f o r m a t i o n i s 
a v a i l a b l e on l i n e , you've got t o make s u r e t h a t p e o p l e 
can a c c e s s i t , you have t o make s u r e t h a t t h e r e ' s a 
p u b l i c n o t i c e about r e f i l i n g s and r a t e i n c r e a s e s and 
t h e n f i n a l l y , p u t t i n g somebody i n t h e r e . You know, I 
c a n ' t answer t h e q u e s t i o n about how i t works i n o t h e r 
s t a t e s , I would be happy t o get t h a t i n f o r m a t i o n t o 
you, b ut my u n d e r s t a n d i n g i s t h a t t h e consumer o f f i c e s 
t e n d t o be o u t s i d e o f t h e r e g u l a t o r y d e p a r t m e n t . 

REP. PASHINSKI: W e l l , t h a t ' s my c o n c e r n 
as w e l l . T h i s group has t o be i n s u l a t e d from any k i n d 
o f i n f l u e n c e , government o r p r i v a t e , and t h e mechanism 
t o do t h a t and t h e f i n a n c e i s what t h e p r o f i t s , I 
t h i n k e v e r y o n e i s c r y i n g out f o r t r a n s p a r e n c y , b ut I 
t h i n k what we're t r y i n g t o do he r e i s j u s t t o c r e a t e a 
b a l a n c e . 

A g a i n , nobody wants t o put t h e s e companies out 
of b u s i n e s s , t h a t ' s not t h e p o i n t . But the f a c t of 
the m a t t e r i s , t h i s c o s t i s j u s t u n s u s t a i n a b l e and the 
c o s t o f h e a l t h c a r e , not j u s t t h e i n s u r a n c e guys, t h e 
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c o s t o f h e a l t h d e l i v e r y i s r e a l l y s u c k i n g out a l l t h e 
money t h a t w ould be g o i n g back i n t o t h e economy, w h i c h 
would t h e n b r i n g us out of t h i s r e c e s s i o n . 

So I would ask you, i f you would, i f i t ' s a t 
a l l p o s s i b l e , you know, t o make your s u g g e s t i o n s t o me 
i n w r i t i n g o r t o the Chairman, t o the Committee, 
b e c a u s e I t h i n k t h i s i s one way t h a t we can h e l p 
b a l a n c e t h e powers. 

MS. WARD: T h a t ' s t r u e . I'm happy t o do 
t h a t . 

REP. DeLUCA: Chairman S t u r l a . 
REP. STURLA: J u s t one q u e s t i o n or 

comment about consumer a d v o c a c y . Do we know i n o t h e r 
s t a t e s , I don't know t h e e x a c t f i g u r e s , but I t h i n k 
we're t a l k i n g about a m u l t i - b i l l i o n d o l l a r i n d u s t r y 
h e r e and maybe a m u l t i - t h o u s a n d d o l l a r consumer 
a d v o c a t e , so I mean, we're r e a l l y t a l k i n g about even 
t e n s o f c e n t s on the d o l l a r i n terms of cos t s i n v o l v e d 
t o make s u re t h a t we might get t e n s o f d o l l a r s back i n 
r e t u r n , because somebody a c t u a l l y a d v o c a t e d f o r the 
consumers. 

MS. WARD: Yeah, I don't t h i n k t h e c o s t 
w o uld be p r o h i b i t i v e , I t h i n k t h e c o s t s a l l c o v e r e d by 
would be v e r y , v e r y m i n i m a l . 

REP. STURLA: Thank you. 
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REP. DeLUCA: V e r y good. Thank you a g a i n 
f o r your t e s t i m o n y . 

The l a s t i n d i v i d u a l s t o t e s t i f y , P a t r i c k 
R e i d y , p r e s i d e n t and f o u n d e r of The P a r k r i d g e Group; 
and Sandra Fox, p r e s i d e n t and c o - c h a i r W e s t e r n 
P e n n s y l v a n i a C o a l i t i o n f o r S i n g l e Payer H e a l t h c a r e . 
Welcome. 

MR. REIDY: Thank you f o r h a v i n g me. 
Thank you f o r t h e p a t i e n c 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 be h e r e . I ' l l 
be b r i e f . 

REP. DeLUCA: P a t , l e t me j u s t say t o 
you, o v e r t h e y e a r s s i n c e I've come t o be t h e 
c h a i r m a n , t h e r e ' s a l o t of com m i t t e e s t h a t o n l y g i v e 
p e o p l e a c e r t a i n amount of t i m e . I t h i n k t h e b e s t 
t h i n g t o do i s he a r from t h e c o n s t i t u e n t s out he r e and 
t h a t ' s why we have t h e s e h e a r i n g s , and t o l i m i t p e o p l e 
t o speak d o e s n ' t do us any good. T h a t ' s one of the 
r e a s o n s . I a p o l o g i z e f o r you w a i t i n g h e r e t h a t l o n g , 
but t h a t ' s t h e way we o p e r a t e t h i s Committee. 

MR. REIDY: I f i n d i t a l l v e r y 
i n t e r e s t i n g and I a p p r e c i a t e i t . So a b r i e f 
i n t r o d u c t i o n . My name i s Pat R e i d y . My w i f e , M y k i e , 
i s h e r e w i t h me. We have two sons who a r e c o l l e g e 
age. We've made w e s t e r n P e n n s y l v a n i a our home f o r 22 
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y e a r s . I'm an a t t o r n e y , I p r a c t i c e a l i t t l e b i t of 
law, b ut I have my f i n a n c i a l p l a n n i n g p r a c t i c e . I 
worked f o r a l a r g e c o r p o r a t i o n f o r a number o f y e a r s . 

What b r o u g h t me h e r e , we had B l u e C r o s s 
i n s u r a n c e t h r o u g h t h a t c o r p o r a t i o n and as t h e i n d u s t r y 
changed and HMOs came up, the p l a n s changed p r e t t y 
much e v e r y y e a r , co-payments, c o - i n s u r a n c e , 
d e d u c t i b l e s . One of my sons has d i a b e t e s , was 
d i a g n o s e d at t h e age of n i n e , d e v e l o p e d q u i t e a bad 
i n f e c t i o n when he was i n h i g h s c h o o l . Managing t he 
i n s u r a n c e , t h e c o p a y s , t he d e d u c t i b l e s , t he b i l l s f o r 
me was p r o b a b l y a t e n - t o 12-hour a week j o b , because 
he was so i n v o l v e d i n t h e h e a l t h c a r e b u s i n e s s . I f i t 
to o k me t h a t much t i m e , i t p r o b a b l y t o o k a l l of the 
p r o v i d e r s an a g g r e g a t e t e n t i m e s t h a t amount of t i m e , 
and by t h e ti m e t h e y f i n a l l y got t h a t my l a s t d o l l a r 
and 20 c e n t s , we spent more i n p o s t a g e and p a p e r . 

And I ' l l submit t o t h i s Committee and t o 
Highmark t h a t p o l i c i e s w i t h d e d u c t i b l e s and 
co-payments and c o - i n s u r a n c e , maybe not the 
co-payments, t h o s e a r e easy, b ut t h e o t h e r s a r e 
r i d i c u l o u s , t h e y ' r e a waste o f ti m e and money and 
t h o s e p o l i c i e s s h o u l d not e x i s t . I t h i n k t h e y were 
d e s i g n e d t o h e l p l a r g e c o r p o r a t i o n s and m e d i u m - s i z e d 
ones who pay t h e premiums f o r t h e i r employees t o keep 
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t h o s e premiums low, but i t j u s t s h i f t e d a c r o s s t h e 
l i n e , t h e y wound up i n c r e a s i n g o v e r a l l c o s t s f o r us, 
and so p r o p o s a l one, i f t h e r e ' s a way t o do away w i t h 
t h o s e , t h e y make no se n s e . 

A l i t t l e b i t of t h e s t o r y w i t h my son and h i s 
i l l n e s s . We sp e n t t h e b e t t e r p a r t of two y e a r s i n 
m u l t i p l e s u r g e r i e s h e r e i n P i t t s b u r g h w i t h UPMC-based 
p h y s i c i a n s , a l l v e r y w e l l and p a t i e n t , v e r y good a t 
what t h e y d i d , t h e y c o u l d n ' t f i x h i s i l l n e s s , t h e y 
d i d n ' t have t he s k i l l s e t . We have a PPO p l a n t h r o u g h 
Highmark t h a t a l l o w e d us t o go out of P i t t s b u r g h . I t 
to o k us, the i n i t i a t i v e of my w i f e and I , t h e y a s k e d 
t h e d o c t o r s what about t h i s guy i n A t l a n t a who 
s p e c i a l i z e s i n t h i s , and when we f i n a l l y got t o him, 
my son was a l m o s t dead, and t h i s guy f i x e d him 
i m m e d i a t e l y , because he had t h e s k i l l s e t . 

Now, we n e v e r b r o u g h t any s u i t s or a n y t h i n g 
e l s e , but I d i d some i n q u i r i n g of the d o c t o r s h e r e , 
and t h e b i g m e d i c a l p r o v i d e r s , UPMC i n p a r t i c u l a r , has 
a c o n t r a c t w i t h a l l of t h e s e p h y s i c i a n s t h a t a l l o w s 
them, mandates t h a t t h e y not r e f e r out o f net w o r k i f 
t h e y t h i n k t h e r e ' s somebody i n network t h a t can do 
t h a t j o b . I don't know i f t h e y t h o u g h t t h a t or i f 
t h e y j u s t d i d n ' t t h i n k beyond t h e box, but l a r g e 
c o r p o r a t e p r o v i d e r s w i t h t h e economy i n s c a l e , and I 
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u n d e r s t a n d t h e y can save c o s t s , b ut I t h i n k t h e y do a 
d i s s e r v i c e t o t h e consumers i n many ways. 

One of t h o s e i s l i m i t i n g t h e p h y s i c i a n ' s 
a b i l i t y t o p r a c t i c e i n the p a t i e n t ' s b e s t i n t e r e s t . 
We were f o r t u n a t e . We had t h e o p t i o n s and we used 
them, but f o r h e a l t h i n s u r a n c e companies and f o r -¬
w e l l , i t ' s p r e t t y much the i n s u r a n c e p r o v i d e r s not t o 
a l l o w c h o i c e , I t h i n k i s wrong. You s h o u l d be a b l e t o 
go where you can get t h e b e s t c a r e . I'm not g o i n g t o 
do i t f o r a b r o k e n arm, but c e r t a i n l y f o r s o m e t h i n g 
t h a t r e q u i r e s a s p e c i a l i s t t h a t might not be h e r e , we 
s h o u l d a l l have t h a t o p t i o n . 

So my son i s w e l l . He's i n c o l l e g e . My s m a l l 
b u s i n e s s i s composed of me and a p a r t n e r . I t u r n e d 50 
t h i s y e a r . Our r a t e s went from $1700 a month t o about 
$2800 a month as of J u l y 1, p r e t t y b i g i n c r e a s e . We 
have a C a d i l l a c p l a n . We now have a C a d i l l a c p l a n 
t h a t under t h e new h e a l t h c a r e f e d e r a l law would be 
t a x e d , because t h e premium i s so h i g h . I u n d e r s t a n d a 
l i t t l e b i t more about why our r a t e s have gone up, 
p r o b a b l y age-based, but I t h i n k a l s o because we use a 
l o t of i n s u r a n c e . 

So I f i l e d a c o m p l a i n t w i t h t h e i n s u r a n c e 
c o m m i s s i o n when i t went up, because I f e l t what 
Highmark d i d was p r o b a b l y p e r f e c t l y l e g a l , b ut not 
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r i g h t . I got t h e same l e t t e r back t h a t we had r e a d 
h e r e , t he same l e t t e r , c o m p l a i n e d about the S e n a t e , 
you guys may l i k e i t , t h e Senate may n o t . I a l s o 
c a l l e d my Congressman M a t t S m i t h who got me h e r e 
t o d a y , who's been v e r y s y m p a t h e t i c and h e l p f u l and i s 
j u s t a good r e p r e s e n t a t i v e , I a p p r e c i a t e i t . I c a l l e d 
S t a t e S e n a t o r P i p p y ' s o f f i c e and w r o t e a l e t t e r . I 
d i d n ' t h e a r a n y t h i n g back f o r a month, so I c a l l e d 
a g a i n , I got a n o t e back, an e - m a i l back from someone 
on h i s s t a f f s a y i n g t h a t t h e r e i s l e g i s l a t i v e a c t i o n 
has been t a k e n i n t h e Senate and t h e y ' d f i l l me i n 
soon. That was about 30 days ago, so I don't know 
what's happened, but no one has g o t t e n back t o me. 

I got i n t o u c h w i t h my f e d e r a l r e p r e s e n t a t i v e , 
Tim Murphy. A month l a t e r , someone on h i s s t a f f got 
back and s a i d t h e y were g o i n g t o t a k e t h i s up i n 
W a s h i n g t o n . N e i t h e r of my U.S. s e n a t o r s r e t u r n e d 
c a l l s or e - m a i l s or w r i t t e n l e t t e r s . I t h i n k p r o b a b l y 
b e c a u s e t h e y ' r e busy, but I'm not s u r e , maybe t h e y ' r e 
not w e l l , so I was t i c k l e d w i t h M a t t S m i t h f o r g e t t i n g 
me i n h e r e , I wanted t o t e l l t h e s t o r y . 

A f t e r t h e i n s u r a n c e d e p a r t m e n t c o m p l a i n t , a 
Highmark r e p r e s e n t a t i v e c a l l e d me, h e r name was -- and 
I'm j u s t p a r a p h r a s i n g t h i s s p e e c h , because i t ' s t o o 
l o n g , but S h i r l e y , S h i r l e y S t e i n , Highmark s m a l l group 
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m a r k e t i n g , v e r y p l e a s a n t , v e r y i n t e r e s t e d , h e l p f u l . 
She a s k e d me why I f i l e d a c o m p l a i n t . She wasn't 
k i d d i n g . So a l o n g c o n v e r s a t i o n l a t e r l e f t me 
w o n d e r i n g why, i f Highmark wanted t o be c o m p e t i t i v e i n 
the m a r k e t , t h e y i n c r e a s e d r a t e s and p r o v i d e a few 
more o p t i o n s . 

I f I want t o be c o m p e t i t i v e i n my b u s i n e s s , I 
u s u a l l y l o w e r r a t e s and do more. So the Highmark 
e x p l a n a t i o n was, i t might be h e l p f u l t o d a y , t h e y don't 
want t o be c o m p e t i t i v e i n the market and p r o v i d i n g 
i n s u r a n c e t o s i c k p e o p l e , t h e y want t o be c o m p e t i t i v e 
i n p r o v i d i n g i n s u r a n c e t o p e o p l e who a r e n ' t g o i n g t o 
use i t , and t h a t ' s u n d e r s t a n d a b l e . So S h i r l e y was 
g r e a t and she o f f e r e d a whole l o t of d i f f e r e n t 
o p t i o n s . I c o u l d l o w e r my premiums by $1000 a month 
i f I t o o k a $10,000 d e d u c t i b l e and l i m i t e d l i f e t i m e 
b e n e f i t s and h i g h e r c o p a y s . 

S m a l l b u s i n e s s , p r e t t y much o p e r a t i n g as a 
p a r t n e r s h i p , a s i d e from t h e f e d e r a l M e d i c a r e t a x , 
premiums a r e d e d u c t i b l e s j u s t l i k e o u t - o f - p o c k e t s 
w ould be t h r o u g h an HSA, so i t makes no d i f f e r e n c e t o 
me. These p l a n s were g r e a t , b ut t h e y don't work, and 
w i t h sons i n c o l l e g e who a r e not i n t h i s p a r t i c u l a r 
n e t w o r k , o t h e r p l a n s a r e n ' t g o i n g t o work where t he 
netw o r k i s l i m i t e d , and I'm not g o i n g t o s u b j e c t my 
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f a m i l y t o t h a t , because we have a son a l i v e t o d a y 
b e c a u s e we had a c h o i c e . So o u t - o f - n e t w o r k copays of 
50 p e r c e n t don't work f o r me, I c o u l d e a s i l y be 
b a n k r u p t . I t ' s c h e a p e r f o r me t o spend 3,000 a month. 

The p r o b l e m w i t h me s p e n d i n g 3,000 a month, 
w h i c h I'm d o i n g r i g h t now, i s my p a r t n e r j u s t l e f t t h e 
p l a n , he's s t i l l a p a r t n e r , b ut h i s w i f e got a j o b at 
P i t t , she's got UPMC c o v e r a g e f o r $300 a month, i t was 
a good b u s i n e s s d e c i s i o n f o r him. So Au d r e y W i n c h e l l , 
( p h o n e t i c ) as you may know, runs t h e P i t t s b u r g h 
T e c h n o l o g y C o u n c i l , A u d r e y c a l l e d b ecause she wanted 
t o make s u r e t h a t h e r p e o p l e had done a good j o b 
co m m u n i c a t i n g what happened, g i v i n g me o p t i o n s , saw 
t h a t I had f i l e d a c o m p l a i n t w i t h t he i n s u r a n c e 
d e p a r t m e n t , and she s y m p a t h i z e d and s a i d t h e y -¬
b a s i c a l l y t h e Tech C o u n c i l , w h i c h I don't know how 
many l i v e s t h e y have under i n s u r a n c e , t h e y have no 
l e v e r a g e w i t h any of t h e i n s u r a n c e companies, but 
e s p e c i a l l y w i t h Highmark. Highmark c o n t r o l s t h e 
ma r k e t , t h e y s e t the r a t e s , t h e r e i s no c o m p e t i t i o n t o 
speak of i n w e s t e r n P e n n s y l v a n i a . T h a t ' s a p r o b l e m . 
I t o l d Au d re y t h a t I a p p re c i a t e d t h e c a l l a n d t h a t h e r 
n e x t c a l l t o me was p r o b a b l y g o i n g t o happen i n a 
c o u p l e months becaus e now t h a t I'm a group of one, I 
don't have any o p t i o n s f o r group i n s u r a n c e and I don't 
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know whether Highmark -- w e l l , I ' l l keep g o i n g on 
Highmark, HHIC i s g o i n g t o c a n c e l t he c o v e r a g e because 
i t ' s no l o n g e r a group, i t ' s i n d i v i d u a l . And t h e r e 
a r e no i n d i v i d u a l p l a n s t o c o v e r what my f a m i l y needs 
t h a n Highmark, and t h a t ' s of c o u r s e , not our c o v e r a g e . 

I don't mind p a y i n g t h e o u t - o f - p o c k e t and t h e 
r e s t , I t h i n k i t ' s a waste and r e a l l y a g a i n s t p o l i c y , 
but t h e w o r s t p a r t about i t i s , i f I do h i r e somebody 
e l s e t o come t o work f o r me, i f I h i r e somebody's son 
or d a u g h t e r who's i n t h e i r t w e n t i e s , t h e y ' d pay my 
r a t e . They're g o i n g t o pay i f t h e y have a f a m i l y , 
$3,000 a month, and t h a t ' s j u s t wrong. They w o u l d n ' t 
do i t , I ' d g i v e them money, t h e y ' d buy i n s u r a n c e 
e l s e w h e r e . So my group goes away, because i t ' s a 
group of one, i t d o e s n ' t work. 

So what do you do as l e g i s l a t o r s ? Some 
s u g g e s t i o n s . Mr. DeLuca has r a i s e d t h e p o i n t many 
t i m e s , Mr. Boyd as w e l l t o d a y , t h a t t h e u n d e r l y i n g 
p r o b l e m i s not Highmark. I t ' s easy t o v i l i f y them, 
and I don't want t o do t h a t , I u n d e r s t a n d what t h e y ' r e 
d o i n g and why t h e y ' r e d o i n g i t . The c o s t o f h e a l t h 
i n s u r a n c e i s h i g h . So what do we do? The b i g 
s t a n d a r d i z e d r a t e s t h a t a r e coming a r e g r e a t , why i s 
i t 2014, what a r e t h e y t h i n k i n g about h e r e i n 
Washington? I f yo u ' r e g o i n g t o make a change i n t h e 
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law and i t ' s w o r t h making, why don't you make i t 
happen t h i s y e a r or J a n u a r y 1 n e x t y e a r ? 

So can we as a s t a t e do s o m e t h i n g ? I t h o u g h t 
th e Cambria County i s s u e was i n t e r e s t i n g . Why not a 
group p o o l , why not s t a n d a r d i z e r a t e s , do you have 
t h a t l e g i s l a t i v e a u t h o r i t y ? T h i s i s what th e r a t e s 
s h o u l d be. Maybe you do i t b a s e d on ages, so t h e 
young p e o p l e , h e a l t h y p e o p l e don't have t o pay more. 
I'm more t h a n happy t o pay my way, but s t a n d a r d i z i n g 
r a t e s , making a b i g p o o l i s a good i d e a , s t a n d a r d i z i n g 
how t h e i n s u r a n c e companies b i l l and how t h e v a r i o u s 
p r o v i d e r s b i l l , one code f o r one s e r v i c e , g r e a t i d e a , 
t a k e a l o t o f c o s t s out of t h e s y s tem, get r i d o f 
t h e s e co-pays -- I'm s o r r y , t h e c o - i n s u r a n c e and 
d e d u c t i b l e p l a n s , t h e y make no s e n s e , a b s o l u t e l y none. 

The a n t i - t r u s t l a w s , I'm not t h a t much of an 
e x p e r t i n them, but one company t h a t owns 70 p e r c e n t 
of t h e market i s not a monopoly? Most i n d u s t r i e s i t 
i s . Who's i n c h a r g e of e n f o r c i n g t h o s e ? I t h i n k 
t h e r e ought t o be a ban. Lawyers have a l l k i n d s o f 
g r e a t r u l e s t h a t t h e y c a n ' t be s u b j e c t e d t o 
non-compete c l a u s e s , r i g h t , b e c a u s e our i n t e r e s t 
a l w a y s has t o be our c l i e n t s . Why don't d o c t o r s have 
th e same c l a u s e s ? They s h o u l d . They s h o u l d be a b l e 
t o go t o w h a t e v e r h o s p i t a l or w h a t e v e r p r a c t i c e t h e y 
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want t o , why s h o u l d t h e y have t o r e f e r w i t h i n n e t w o r k . 
I t h i n k as a l e g i s l a t i v e body, t h o s e a r e i s s u e s t h a t 
p r o b a b l y can be l e g i s l a t u r e and maybe ought t o be 
l e g i s l a t u r e . 

I'm not even g o i n g t o t a l k about t o r t r e f o r m . 
We h e a r d a l i t t l e b i t about t h a t , I know t h e r e a r e two 
s i d e s t o t h a t e q u a t i o n , p r o b a b l y s o m e t h i n g t h a t can be 
done t o make i t a l i t t l e more r e a s o n a b l e t h a n i t i s . 

I would say t o the d i r e c t i s s u e at hand i s i f 
t h e r e ' s no l e g i s l a t i v e o p t i o n , t o t a l k t o Highmark and 
ask them t o r o l l t h e s e r a t e i n c r e a s e s back, I t h i n k 
t h e r e p r o b a b l y i s a l e g a l o p t i o n . I'm, a g a i n , not a 
l i t i g a t o r , b ut I s u s p e c t t h a t t h e b i g g e s t i n c r e a s e s 
from t h i s change -- w h i l e S h i r l e y S t e i n at Highmark 
t o l d me o r w h i l e t h e i n s u r a n c e c o m m i s s i o n o r 
departmen t t o l d me t h a t t h e y d i d n o t h i n g i l l e g a l , I 
t h i n k t h e y d i d . 

I t h i n k i f you l o o k a t who's p a y i n g t h e h i g h e r 
r a t e s r i g h t now, the s u b s t a n t i a l l y h i g h e r r a t e s , a 
d i s p r o p o r t i o n w ould i m p a c t t h o s e o f us a l i t t l e l o n g e r 
t o o t h , so age p r o t e c t e d under t h e f e d e r a l and s t a t e 
l a w s . I b e t you a d i s p r o p o r t i o n w ould i m p a c t t h o s e 
w i t h d i s a b i l i t i e s t h a t a r e p r o t e c t e d under f e d e r a l and 
s t a t e laws and I b e t you t h e r e c o u l d be a v e r y 
s u c c e s s f u l l a w s u i t . The p r o b l e m w i t h b r i n g i n g a 
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l a w s u i t l i k e t h a t i s t h e c o s t o f d o i n g i t . So I'm 
s o r r y t o t h o s e of t h e l a w y e r s who l e f t e a r l y because I 
would have e n l i s t e d some o f t h e i r s e r v i c e s , b ut I 
t h i n k t h i s c o u l d be a Tom C o r b e t t or A t t o r n e y G e n e r a l 
s u i t , i t ought t o be b r o u g h t t o h i s a t t e n t i o n . I ask 
f o r y our h e l p i n d o i n g t h a t , I'm p r e p a r i n g a w h i t e 
p a p e r t h a t I'm g o i n g t o send t o him t o say b r i n g t h e 
s u i t . Now, the gen t l e m a n i s r u n n i n g f o r g o v e r n o r , i t 
may not be p o l i t i c a l l y c o r r e c t at t h i s p o i n t i n t i m e , 
and I a p p r e c i a t e t h a t , but i f he d o e s n ' t , t h e n who 
does? 

I s p e n t t h e month of June on h e a l t h c a r e , I 
spe n t t he month o f June on l o o k i n g at o t h e r o p t i o n s , 
t a l k i n g t o a l o t of p e o p l e and making a l o t o f phone 
c a l l s , some p e o p l e d i d n ' t get back t o me, a l o t of 
o t h e r s d i d . I spent t h e month of June g e t t i n g a l l t h e 
h e a l t h c a r e t h i n g s t h a t I put o f f f o r y e a r s , t a k i n g 
c a r e , I don't l i k e t o go t o d o c t o r s , I have n o t h i n g 
a g a i n s t them, most o f them a r e v e r y n i c e p e o p l e . When 
you t u r n 50, yo u ' r e supposed t o have a c o l o n o s c o p y and 
I t o l d S h i r l e y S t e i n at Highmark, you r e a l i z e June i s 
g o i n g t o be the most e x p e n s i v e month you've e v e r had. 
She wasn't amused. 

Where do we go from h e r e ? I don't t h i n k t h e r e 
a r e g o i n g t o be any o p t i o n s f o r my f a m i l y t o buy 
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i n s u r a n c e i n t h i s commonwealth i f t he t e c h n o l o g y 
c o u n c i l a t Highmark comes back t o me and says you 
c a n ' t have a group o f one. A h i g h r i s k p o o l i s n ' t 
g o i n g t o work f o r me. We need t o have i n s u r a n c e . I 
c a n ' t go u n i n s u r e d f o r s i x months, I have a k i d w i t h 
d i a b e t e s t h a t c o s t s a t h o u s a n d , $1500 a month t o t a k e 
c a r e o f him, I'm not g o i n g t o l e a v e him u n i n s u r e d . 
How can you do t h a t ? So I ' l l j o i n t h e Romney crowd 
and move t o M a s s a c h u s e t t s , l e a v e t h e commonwealth, 
c l o s e t h e b u s i n e s s . T h a t ' s not a good o p t i o n . T h a t ' s 
not a good o p t i o n f o r e i t h e r of us. 

So I'm a l i t t l e d i s a p p o i n t e d and I'm a l i t t l e 
f r u s t r a t e d and I'm a l i t t l e t i r e d and I r e a l l y r e g r e t 
h a v i n g t o t a k e a month out of what's u s u a l l y a p r e t t y 
p r o d u c t i v e t i m e o f y e a r t o waste, and t h a t ' s what i t 
i s . 

Some of t h e o p t i o n s t h a t were o f f e r e d t h r o u g h 
UPMC and o t h e r s , t h e t e c h n o l o g y c o u n c i l , w ould be 
okay, i f we a l l l i v e d i n w e s t e r n P e n n s y l v a n i a and my 
k i d s d i d n ' t move around and i f we d i d n ' t have c h r o n i c 
i l l n e s s e s t h a t c o s t a l o t of money, but we do. We 
a l s o have a l o t o f o p t i o n s , I ' l l go out and make 
enough money t o a f f o r d t h i s , b ut I g u a r a n t e e you t h a t 
i f i t ' s 3,000 a month t h i s y e a r , i t w i l l be 5 n e x t 
y e a r . I have a v e r y s t r o n g i m p r e s s i o n t h a t Highmark 
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does not want t o i n s u r e some p e o p l e , t h e y don't want 
me as a c u s t o m e r , nor s h o u l d t h e y , I'm a l o u s y r i s k . 
I'm n o t , my f a m i l y i s , but I'm not g o i n g t o l e a v e them 
h a n g i n g . So at some p o i n t , my k i d i s g o i n g t o grow 
up, maybe t h e y ' l l get j o b s , maybe t h e y ' l l r u n f o r t h e 
l e g i s l a t u r e , I don't know. I w i s h you l u c k . 

REP. DeLUCA: C e r t a i n l y t h a t ' s why we 
have t h e s e h e a r i n g s , t o h e a r your comments and 
c e r t a i n l y when we t a k e t h i s back t o our c o l l e g e s t o 
d i s c u s s your comments a l o n g w i t h t h e r e s t o f the 
comments t o see what we can do. I f we had a magic 
wand, as I s a i d b e f o r e , we would wave i t . 
U n f o r t u n a t e l y , we don't have t h a t , we don't have t h e 
l u x u r y of j u s t -- i t t a k e s h i g h e r t h a n two v o t e s i n 
t h e house, 26 i n the S e n a t e . I t t a k e s a -¬

MR. REIDY: Do you have any i n f l u e n c e 
w i t h t h e A t t o r n e y G e n e r a l ? 

REP. DeLUCA: Do I have any i n f l u e n c e 
w i t h t h e A t t o r n e y G e n e r a l ? Does anybody e l s e have? 
J u s t as much as you would have. 

REP. BOYD: Most of us d o n ' t . 
REP. DeLUCA: I would i m a g i n e w i t h a l l 

t h e Bar A s s o c i a t i o n , a l l t h e i r e x p e r t i s e , I see a l o t 
of t h e s e a d v e r t i s i n g on t e l e v i s i o n about come see me 
and w e ' l l get you money and get i n an a c c i d e n t , t h e 
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money t h a t we would be s a v i n g , i t would be b e n e f i c i a l 
f o r them i f you t h o u g h t -- I mean, w i t h your 
i n f o r m a t i o n you have, t o have them f i l e a l a w s u i t . 
A f t e r a l l , t h e r e ' s a l o t o f t h i n g s t h a t t h e y can do 
t h a t ' s not g o i n g t o c o s t them, I mean, g o i n g t o g e t h e r , 
i t ' s n ot g o i n g t o c o s t them t h e l a b o r p a r t of i t , l i k e 
t h e a v e r a g e c i t i z e n . 

MR. REIDY: The r i s k of t h e s e s u i t s under 
th e f e d e r a l law, you know what I f o u n d , i s i f you 
l o s e , you have t o pay t h e o t h e r s i d e ' s c o s t s and I'm 
su r e t h e y ' r e not g o i n g t o show up w i t h one l a w y e r i n 
brown shoes. 

REP. DeLUCA: I would hope we have enough 
e x p e r t i s e i n t h e Bar A s s o c i a t i o n t o c o u n t e r a c t t h a t . 

MR. REIDY: Thanks f o r t h e o p p o r t u n i t y t o 
t e s t i f y . 

MS. FOX: I assume you each have a copy 
of my t e s t i m o n y o r no? 

REP. DeLUCA: Yes. 

MS. FOX: Thank you f o r t he o p p o r t u n i t y 
t o t e s t i f y . My name i s Sandra Fox. I a p p r e c i a t e d 
h e a r i n g your t e s t i m o n y , P a t r i c k , and t h a t ' s why I do 
what I do. 

I'm a v o l u n t e e r of S q u i r r e l H i l l i n 
R e p r e s e n t a t i v e F r a n k e l ' s d i s t r i c t . I am s e l f - e m p l o y e d 
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and I a l s o v o l u n t e e r as p r e s i d e n t / c o - c h a i r of t h e 
West e r n P e n n s y l v a n i a C o a l i t i o n f o r S i n g l e - P a y e r 
H e a l t h c a r e . 

My husband and I p u r c h a s e d i n s u r a n c e d i r e c t l y 
t h r o u g h a Highmark c o n v e r s i o n p l a n . K e y s t o n e B l u e HMO, 
o f f e r e d t o f o r m e r members of P i t t s b u r g h C e n t e r f o r the 
A r t s , b e f o r e t h a t o r g a n i z a t i o n gave up a d m i n i s t e r i n g 
group h e a l t h i n s u r a n c e y e a r s ago. Our l a s t i n v o i c e , 
d a t e d June 2 5 t h o f t h i s y e a r , i n d i c a t e s t h a t t h e 
P e n n s y l v a n i a I n s u r a n c e Department a p p r o v e d a r a t e 
change t h a t w i l l become e f f e c t i v e O c t o b e r 1 s t of t h i s 
y e a r . Your August s t a t e m e n t f o r O c t o b e r c o v e r a g e w i l l 
r e f l e c t t h i s r a t e change. The amount of t h a t r a t e 
i n c r e a s e became a p p a r e n t l a s t week when a l e t t e r was 
r e c e i v e d from Highmark w i t h a b o l d h e a d l i n e r e a d i n g , 
" T h i s i s a one-t i m e o f f e r . P l e a s e r e s p o n d by J u l y 30, 
2 010." 

The l e t t e r opened w i t h " K e y s t o n e H e a l t h P l a n 
West i s p l e a s e d t o i n f o r m you t h a t you can p u r c h a s e 
p r e s c r i p t i o n d r u g c o v e r a g e as an added b e n e f i t t o your 
K e y s t o n e H e a l t h P l a n West HMO program. T h i s i s your 
o n l y o p p o r t u n i t y t o add p r e s c r i p t i o n d r u g c o v e r a g e t o 
your K e y s t o n e program." 

Never mind t h a t i t was Highmark t h a t s t r i p p e d 
us o f a b e t t e r p r e s c r i p t i o n d r u g b e n e f i t y e a r s b e f o r e 
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w i t h o u t o f f e r i n g us a c h o i c e , and o v e r t h e y e a r s , 
added a d e d u c t i b l e and r a i s e d copays and premiums 
under t h i s c o n v e r s i o n p l a n . 

So now, we have a two-week window i n w h i c h t o 
d e c i d e t o e i t h e r pay 16 p e r c e n t more or 35 p e r c e n t 
more f o r c o v e r a g e b e g i n n i n g O c t o b e r 1 s t . 

A f t e r h e a r i n g a l l t h e t e s t i m o n y t o d a y , I 
r e a l i z e d boy, we're l u c k y , r i g h t ? O n l y 16 or 35 
p e r c e n t more, but you c o u l d say my e x p e r i e n c e has f e d 
my p a s s i o n f o r HR 676 w h i c h i s the l e g i s l a t i o n i n the 
US C o n g r e s s t h a t would c r e a t e a s i n g l e - p a y e r , 
n o t - f o r - p r o f i t . Improved M e d i c a r e f o r A l l s y s t e m of 
h e a l t h c a r e . But I a l s o know t h a t i n our A m e r i c a , I am 
one of t h e l u c k y ones i n t h a t I have h e a l t h i n s u r a n c e 
and am, so f a r , not d e c l a r i n g b a n k r u p t c y . 

H e r e i n l i e s t h e m o r a l o u t r a g e f o r me. The 
a b i l i t y t o r e c e i v e h e a l t h c a r e s h o u l d not be a m a t t e r 
of l u c k y c i r c u m s t a n c e . W h i l e t h e new f e d e r a l 
l e g i s l a t i o n , 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 
Care A c t (PPACA) p o t e n t i a l l y opens t h e doorway t o 30 
m i l l i o n p e o p l e i n 2014, i t l e a v e s 20 m i l l i o n on the 
o t h e r s i d e o f t h e door . 

What's more, many of t h e new i n s u r a n c e 
s u b s c r i b e r s w i l l not be a b l e t o use t h e i r h e a l t h 
i n s u r a n c e due t o o u t - o f - p o c k e t c o s t s f o r co-pays or 
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d e d u c t i b l e s t h e y cannot a f f o r d t o meet, w h i c h we 
t a l k e d about t o d a y . 

M e a n w h i l e , i n a d d i t i o n t o the f u t u r e w i n d f a l l 
from 30 m i l l i o n new c u s t o m e r s , t he i n s u r a n c e i n d u s t r y 
i s c o n s i d e r i n g t h e f o l l o w i n g c r e a t i v e ways t o c o n t i n u e 
t h e i r b i l l i o n - d o l l a r p r o f i t s : (1) Reduce c h o i c e . 

A f r o n t page h e a d l i n e i n t h i s p a s t Sunday's NY 
Times r e a d " I n s u r e r s Push p l a n s t h a t l i m i t h e a l t h 
c h o i c e s . " A p p a r e n t l y , our c o u n t r y ' s b i g g e s t i n s u r e r s 
a r e busy p r o m o t i n g p l a n s t o s m a l l b u s i n e s s e s t h a t 
o f f e r l o w e r premiums i n exchange f o r t i g h t e r 
r e s t r i c t i o n s on who the p a t i e n t can see and what 
h o s p i t a l t h e y go t o . 

And l i s t e n i n g t o P a t r i c k ' s t e s t i m o n y , I'm 
remind e d , and h o p e f u l l y a l l o f us her e a r e , about t h e 
i m p o r t a n c e o f c h o i c e , and I wonder about t h e 
t e n p e r c e n t of p e o p l e who r e c e i v e d l o w e r premiums from 
Highmark and was t h a t because t h a t t h e y now have h i g h 
d e d u c t i b l e p l a n s or what, I don't know, or l e s s 
c h o i c e . 

No. 2, a n o t h e r way t o i n c r e a s e o r m a i n t a i n 
p r o f i t s . Look f o r l o o p h o l e s i n t h e new f e d e r a l l aw. 
PPACA r e q u i r e s i n s u r e r s t o spend 80 p e r c e n t i n t h e 
s m a l l b u s i n e s s and i n d i v i d u a l market and 85 p e r c e n t i n 
the l a r g e group market on p a t i e n t c a r e ( o t h e r w i s e 
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known as you know as t h e M e d i c a l L o s s R a t i o . ) 
However, t he w o r d i n g of t h e new law a l l o w s f o r " h e a l t h 
q u a l i t y i m p r ovements" t o be p a r t o f p a t i e n t c a r e , 
c r e a t i n g a l o o p h o l e f o r i n s u r e r s t o r e c l a s s i f y c e r t a i n 
a d m i n i s t r a t i v e c o s t s as p a t i e n t c a r e . A c c o r d i n g t o 
Consumer Watchdog, a law f i r m r e p r e s e n t i n g U n i t e d 
H e a l t h C a r e s e n t a l e t t e r t o 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 (NAI C) s e e k i n g t o " i n c l u d e 
whole c a t e g o r i e s of c l a i m s a d m i n i s t r a t i o n and l e g a l 
c o s t s as p a t i e n t c a r e . " 

E v i d e n t l y , t h e NAIC i s t a s k e d w i t h making 
recommendations t o H e a l t h and Human S e r v i c e s on 
i m p l e m e n t a t i o n of t h e new h e a l t h l aw. 

Me a n w h i l e , t h e i n d u s t r y has many f r i e n d s who 
are i n c h a r g e o f o v e r s e e i n g h e a l t h c a r e r e f o r m . 
A c c o r d i n g t o Consumer Watchdog, " t o p o f f i c i a l s o f t h e 
NAIC have l o n g had r e v o l v i n g - d o o r employment 
r e l a t i o n s h i p s w i t h t h e i n s u r a n c e i n d u s t r y . " 

F u r t h e r m o r e , t h e Obama a d m i n i s t r a t i o n has j u s t 
h i r e d L i z F o w l e r t o j o i n t h e O f f i c e o f Consumer 
I n f o r m a t i o n and I n s u r a n c e O v e r s i g h t ( OCI IO) a t H e a l t h 
and Human S e r v i c e s . I n 2006, F o w l e r was h i r e d as v i c e 
p r e s i d e n t of P u b l i c P o l i c y a t W e l l P o i n t , our c o u n t r y ' s 
l a r g e s t i n s u r e r , b e f o r e she l e f t t o h e l p d r a f t t h e new 
h e a l t h c a r e b i l l as c h i e f h e a l t h c o u n s e l t o f i n a n c e 
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Committee Chairman S e n a t o r Max Baucus. So, we have 
th e new h e a l t h c a r e law was w r i t t e n by someone who was 
an e x e c u t i v e i n 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 . Once 
a g a i n , we have a case o f t h e " f o x g u a r d i n g t h e hen 
house." Would we c o n s i d e r h i r i n g Don B l a n k e n s h i p t o 
become t h e n e x t d i r e c t o r o f t h e O c c u p a t i o n a l S a f e t y 
and H e a l t h A d m i n i s t r a t i o n ? T h i s i s an o u t r a g e . 

Because o f t h e vague w o r d i n g i n what 
c o n s t i t u t e s " p a t i e n t c a r e " and the l a c k of e n f o r c e m e n t 
power i n the law, we can e x p e c t t h e i n d u s t r y t o o f f e r 
l i t t l e change i n t h e i r degree o f t r a n s p a r e n c y and t h e 
c o n t i n u e d s p e n d i n g o f b i l l i o n s of our premium d o l l a r s 
on m a r k e t i n g , c l a i m s d e n i a l s , l o b b y i n g and e x e c u t i v e 
c o m p e n s a t i o n . 

T h r e e , a n o t h e r way i n s u r a n c e companies w i l l 
c o n t i n u e t o make t h e i r p r o f i t s , by i n c r e a s i n g 
premiums. PPACA does not p r e v e n t i n s u r a n c e companies 
from e n g a g i n g i n d o u b l e - d i g i t i n c r e a s e s i n premiums. 
W h i l e i n s u r e r s a r e r e q u i r e d t o p o s t j u s t i f i c a t i o n s f o r 
r a t e h i k e s on t h e i r w e b s i t e , n e i t h e r t he s t a t e n o r the 
f e d e r a l government i s g r a n t e d e n f o r c e m e n t power t o say 
no . 

So, what do we p r o p o s e t he s t a t e i n s u r a n c e 
committee do? These a r e our recommendations: 

( 1 ) Sup p o r t t he pass a g e of s i n g l e - p a y e r 
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l e g i s l a t i o n i n t h e s t a t e , HB 1660 i n the House, SB 400 
i n t h e S e n a t e , e n t i t l e d t h e F a m i l y and B u s i n e s s 
H e a l t h c a r e S e c u r i t y A c t and get t h e p r i v a t e i n s u r a n c e 
i n d u s t r y and p r o f i t s out o f h e a l t h c a r e . 

( 2 ) S up p o r t t h e f u n d i n g f o r a n e c on o mi c 
f e a s i b i l i t y s t u d y f o r HB 1660/SB 400. 

( 3 ) S up p o r t t h e f e d e r a l s i n g l e -p a ye r i mp r o v e d 
M e d i c a r e f o r A l l b i l l i n t h e US House, HR 676, w h i c h 
would save an a n n u a l $400 b i l l i o n i n a d m i n i s t r a t i v e 
o v e r h e a d and p r o f i t and r e d i r e c t t h o s e funds t o 
improve M e d i c a r e and expand i t t o e v e r y o n e . 

(4) I n t r o d u c e l e g i s l a t i o n i n the S t a t e House 
t o g i v e e n f o r c e m e n t power, r e a l e n f o r c e m e n t power, t o 
t he i n s u r a n c e commis s i o n e r t o : ( a) demand r e a l 
t r a n s p a r e n c y i n t h e expenses of t h e i n s u r a n c e 
i n d u s t r y ; (b) r e q u i r e i n s u r a n c e companies t o n o t i f y 
i t s s u b s c r i b e r s o f p r o p o s e d r a t e i n c r e a s e s ; (c) 
r e q u i r e p u b l i c h e a r i n g s t o r e v i e w a l l p r o p o s e d r a t e 
h i k e s ; ( d) t o deny r a t e i n c r e a s e s ; ( e) t o end t h e 
d i s c r i m i n a t o r y p r a c t i c e of m e d i c a l u n d e r w r i t i n g i n 
advance o f t h e 20 14 d a t e i n PPACA; ( f) t o make c h e r r y 
p i c k i n g i l l e g a l ; ( g) t o r e q u i r e a much l o w e r 
a d m i n i s t r a t i v e o v e r h e a d t h a n t h e 1 5 t o 20 p e r c e n t 
a l l o w e d under f e d e r a l law and c l o s e r t o M e d i c a r e ' s 
a d m i n i s t r a t i v e o v e r h e a d of 3 t o 4 p e r c e n t , and t o make 
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t h e a d m i n i s t r a t i v e o v e r h e a d c o n s i s t e n t a c r o s s 
i n d i v i d u a l , s m a l l and l a r g e g r o u p s ; (h) t o co n d u c t 
a u d i t s of i n s u r a n c e companies t o check f o r c o m p l i a n c e ; 
( i ) t o l e v y h e f t y f i n e s a g a i n s t i n s u r a n c e companies 
out of c o m p l i a n c e w i t h new r e g u l a t i o n s ; ( j ) t o r e q u i r e 
c i t i z e n r e p r e s e n t a t i o n , w i t h no t i e s t o the i n s u r a n c e 
i n d u s t r y , on an o v e r s i g h t r e v i e w b o a r d t h a t has 
d e c i s i o n - m a k i n g power w i t h i n t h e O f f i c e of t h e 
I n s u r a n c e C o m m i s s i o n e r , o t h e r w i s e r e f e r r e d t o he r e 
t o d a y as the p a t i e n t a d v o c a t e , consumer a d v o c a t e ; (k) 
t o d i s a l l o w employment w i t h i n t h e O f f i c e of t h e 
I n s u r a n c e C o m m i s s i o n e r of any one w i t h p a s t o r p r e s e n t 
t i e s t o t h e i n s u r a n c e i n d u s t r y , w h i c h would r e p r e s e n t 
a c o n f l i c t o f i n t e r e s t ; ( l ) t o i n c r e a s e f u n d i n g t o the 
O f f i c e of t h e I n s u r a n c e C o m m i s s i o n e r t o a l l o w f o r 
a dequate o v e r s i g h t o f t h e i n s u r a n c e i n d u s t r y and 
en f o r c e m e n t of v i o l a t i o n s . 

J o e l A r i o , who spoke e a r l i e r , a c k n o w l e d g e d i n 
June t h a t h i s o f f i c e and t h a t o f H e a l t h and Human 
S e r v i c e s have " no t e e t h " when i t comes t o r e g u l a t i o n 
and e n f o r c e m e n t o f t h e i n s u r a n c e i n d u s t r y , and t h a t 
a l l e i t h e r o f f i c e can do under c u r r e n t s t a t e and new 
f e d e r a l l e g i s l a t i o n i s t o " s h i n e a p u b l i c s p o t l i g h t " 
on t h e w r o n g d o i n g . T h i s was d u r i n g a p a n e l d i s c u s s i o n 
l a s t month i n W a s h i n g t o n D.C. That i s a t r a g i c s t a t e 
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o f a f f a i r s and one I hope t h a t you w i l l do your p a r t 
t o c o r r e c t . Thank you a g a i n f o r t h e o p p o r t u n i t y t o 
speak. 

REP. DeLUCA: Thank you. A r e t h e r e any 
q u e s t i o n s ? Chairman S t u r l a . 

REP. STURLA: Thank you. U l t i m a t e l y i t 
goes t o t h i s n o t i o n of a s i n g l e - p a y e r s y s tem, but j u s t 
t o Mr. R e i d y ' s p o i n t , I have a son who was b o r n w i t h 
some h e a l t h i s s u e s a l s o and he's now 16 and he has 
used more h e a l t h c a r e d o l l a r s t h a n my w i f e , m y s e l f and 
my 2 0 - y e a r - o l d d a u g h t e r combined, 130 y e a r s o f h e a l t h 
e x p e r i e n c e has not e q u a l e d t o what h i s c o s t s a r e a t 
age 16. Not because he smokes or d r i n k s or p r a c t i c e s 
u n s a f e sex o r any of t h o s e f a c t o r s t h a t you n o r m a l l y 
t h i n k of as b e h a v i o r s t h a t c o s t p e o p l e more, i t ' s 
b e c a u s e he had some h e a l t h i s s u e s he was b o r n w i t h and 
t h a t ' s where I t h i n k , you know, s h o r t of a 
s i n g l e - p a y e r p l a n , community r a t i n g l o o k s beyond a l l 
t h a t and says we're a l l i n t h e same p o o l and, you 
know, I've al w a y s v i e w e d t h i s i n s u r a n c e as l i k e I pay 
f o r l i f e i n s u r a n c e , I r e a l l y don't want t o go c o l l e c t 
i t , you know, I am w i l l i n g t o pay f o r h e a l t h i n s u r a n c e 
and my b e n e f i t of h a v i n g t o pay h e a l t h i n s u r a n c e 
premiums and n e v e r have t o use i t i s u n h e a l t h y , t h a t ' s 
an okay r e s u l t f o r me. I'm a l l r i g h t w i t h t h e f a c t 
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t hat I pay h e a l t h i n s u r a n c e premiums and n e v e r have t o 
c o l l e c t on t h a t , but t h e day t h a t I'm not h e a l t h y , I 
want t o make s u r e t h a t i t ' s t h e r e , and i f I c a n ' t 
g u a r a n t e e t h a t as a l e g i s l a t o r , t h e n s o m e t h i n g i s 
wrong w i t h t h e way t h a t we a d m i n i s t e r t h i s s y s tem. 
Because i f i t ' s j u s t f o r -- i f h e a l t h i n s u r a n c e i s 
j u s t f o r h e a l t h y p e o p l e , i f t h i s i s a s u r v i v a l o f t h e 
f i t t e s t model where t h o s e t h a t can get by w i t h o u t t h e 
h e a l t h i n s u r a n c e get t h e h e a l t h i n s u r a n c e and t h o s e 
t h a t c a n ' t , d o n ' t , t h e r e ' s s o m e t h i n g r a d i c a l l y wrong 
w i t h t h a t s y s tem, and I t h i n k i t ' s incumbent upon us 
t o f i g u r e out how t o change t h a t s y s tem, t o make i t 
work. 

MS. FOX: And t o make i t m o r a l . 
REP. DeLUCA: R e p r e s e n t a t i v e P a s h i n s k i . 
REP. PASHINSKI: Thank you, Mr. Chairman. 

F i r s t of a l l , t o Mr. and Mrs. R e i d y , thank goodness, 
and we're a l l v e r y g r a t e f u l t h a t your son has 
r e c o v e r e d and f o u n d t he r i g h t k i n d of d o c t o r t h a t 
c o u l d t a k e c a r e o f him and t o have your son so 
f o r t u n a t e t h a t he has a mom and dad t h a t have t h e 
w h e r e w i t h a l and t h e f i n a n c i a l c a p a b i l i t i e s t o p r o v i d e 
t h e c a r e needed. You know, t h e r e a r e m i l l i o n s o f 
o t h e r p e o p l e out t h e r e t h a t don't have t h a t . 

I t h i n k we're a l l v i c t i m s h e r e , we're a l l 
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v i c t i m s o f a s y s t e m t h a t has gone w i l d and i t ' s a 
m a t t e r of e v e r y o n e t r y i n g t o p r o t e c t t h e i r own t u r f . 
I n s u r a n c e companies a r e t r y i n g t o p r o t e c t t h e i r 
b u s i n e s s , t h e i r t u r f , p r o v i d i n g i n s u r a n c e f o r p e o p l e 
t h a t need i t , and y e t not g o i n g i n t h e r e d or h a v i n g 
a n o t h e r company t a k e o v e r and v a l u e , t h e d o c t o r s a r e 
t r y i n g t o s u r v i v e by t h e way t h e y p r o c e s s t h e i r 
p a t i e n t s , volume, r a t h e r t h a n what t h e I n s u r a n c e 
C o m m i s s i o n e r A r i o t a l k e d about i n b u n d l i n g and so on. 
The p e o p l e t h a t p r o v i d e t h e equipment and t h e s u p p l i e s 
a r e making l a r g e sums o f money on s o m e t h i n g t h a t i s 
so m e t h i n g t h a t we must have. H e a l t h c a r e i s no 
d i f f e r e n t t h a n w a t e r or h e a t . 

The p o i n t t h a t t h e c h a i r m a n made e a r l i e r was 
t h a t we're a l l a p a r t o f t h i s t o g e t h e r and I t h i n k 
t h a t , a g a i n , t h e s e h e a r i n g s h e l p us t r y t o move the 
p o l i t i c a l agenda, t h e l e g i s l a t i v e agenda, but your 
r o l e s c a n ' t j u s t s t o p h e r e w i t h your t e s t i m o n y , and 
Chairman DeLuca made a recommendation t h a t you have an 
o r g a n i z a t i o n w h i c h you can r e a c h out t o t h a t has 
s i g n i f i c a n t i n f l u e n c e , you know, t h e p r o f e s s i o n t h a t 
y o u ' r e i n , you need t o g a t h e r your t r o o p s , and not 
t h a t we're g o i n g t o go i n t o a f i g h t , but t h e 
r e a l i z a t i o n t h a t we're a l l t h e same r a t s i n t h e same 
s i n k i n g s h i p , we b e t t e r a l l come t o g e t h e r . And we can 
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do our p a r t l e g i s l a t i v e l y , b ut we can o n l y get i t t o a 
c e r t a i n p o i n t , and t h i s i s where t h e p u b l i c , when I 
m e n t i o n e d e a r l i e r t o you, you a r e the l a r g e s t l o b b y i n g 
group and yo u ' r e g o i n g t o be t h e ones t h a t ' s r e a l l y 
g o i n g t o shape t h i s l e g i s l a t i o n . Thank God t h e o i l 
s p i l l , i t a p p e a r s , has ended. Now we can come back 
and f o c u s on h e a l t h c a r e . J u s t because t h e f e d s p a s s e d 
t h a t p i e c e o f l e g i s l a t i o n , i t was a major s t e p 
f o r w a r d , i t i s not t h e end, i t ' s j u s t t h e b e g i n n i n g . 

So t o a l l of you t h a t a r e her e t o d a y , t o t h o s e 
o f you f i g h t i n g f o r t h i s , f a i r n e s s and b a l a n c e , you 
know, my h a t ' s o f f t o you, but we have t o come 
t o g e t h e r as A m e r i c a n s s o t h a t we can a l l s i t down and 
u n d e r s t a n d t h e i r p l i g h t as w e l l as we can u n d e r s t a n d 
t h a t s t o r y and y o u r s and y o u r s and e v e r y b o d y e l s e ' s . 
There i s a s o l u t i o n , b ut i t ' s c e r t a i n l y not g o i n g t o 
be e a s y . E v e r y b o d y has t o g i v e . 

I t h i n k , a g a i n . Chairman DeLuca s a i d i t b e s t , 
you have t o g i v e b e f o r e you g e t , you c a n ' t c o n t i n u e t o 
o p e r a t e t h e same b u s i n e s s model i n 2007 he r e i n 2010. 
I t i s a c o m p l e t e l y d i f f e r e n t b u s i n e s s model and 
ev e r y b o d y i s t r y i n g t o p r o t e c t t h e i r s e l f , l e s s 
b u s i n e s s , t h e r e f o r e , r a i s e t h e p r i c e j u s t t o s t a y i n , 
s o we can p r o v i d e t h e d i v i d e n d or the c a p i t a l f o r the 
i n v e s t o r . 
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W e l l , we're i n a f i n a n c i a l war, we're i n t h e 
f i g h t of our l i v e s . We're a l l g o i n g t o have t o s t a r t 
w o r k i n g t o g e t h e r and b e i n g v e r y h o n e s t w i t h each o t h e r 
and h o p e f u l l y t h a t d i a l o g u e w i l l t a k e p l a c e on a 
r e g u l a r b a s i s so t h a t we a l l can s u r v i v e . I mean, I 
c o u l d spend more t i m e w i t h you a f t e r w a r d s . 

REP. DeLUCA: R e p r e s e n t a t i v e Roae. 
REP. ROAE: Thank you, Mr. Chairman, and 

tha n k you f o r you r t e s t i m o n y . I t ' s been my e x p e r i e n c e 
t h a t p e o p l e who push f o r t h e s i n g l e - p a y e r s y s t e m a r e 
v e r y s i n c e r e , t h e y ' r e v e r y , you know, c o n c e r n e d about 
t h e i s s u e and t h e y r e a l l y want t o do the r i g h t t h i n g , 
s o I th a n k you f o r your a d v o c a c y f o r t h a t cause t h a t 
you b e l i e v e i n . 

Now, on t h e o t h e r hand, p e o p l e who have 
r e s e r v a t i o n s about t h a t , t h e y ' r e a l s o v e r y s i n c e r e 
about the c o n c e r n s t h a t a r e t h e r e , and I'm a c t u a l l y 
one of t h o s e p e o p l e , but what I t h i n k a l o t o f p e o p l e 
get c o n c e r n e d w i t h w i t h s i n g l e - p a y e r i s : When you 
l o o k a t t h e f e d e r a l government, t h e 13 t r i l l i o n - d o l l a r 
debt t h a t we have; when you l o o k a t M e d i c a r e , i t ' s 
g o i n g t o be i n s o l v e n t i n e i g h t y e a r s ; when you l o o k at 
s o c i a l s e c u r i t y , i t ' s g o i n g t o be i n s o l v e n t i n 2037; 
when t h e g e n e r a l a c c o u n t i n g o f f i c e , j u s t l i k e t h e 
p o s t a l s e r v i c e , i s on t h e v e r g e of i n s o l v e n c y ; when 
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you l o o k at a l l t h e s e t h i n g s t h a t t he f e d e r a l 
government r u n s , t h e y c a n ' t r e a l l y r u n a b i g program 
w i t h o u t s c r e w i n g i t up. What c o n f i d e n c e do you have 
t h a t t h e y ' d be a b l e t o run t h e h e a l t h c a r e s y s t e m 
b e t t e r t h a n t h e y ' v e been r u n n i n g t h e f e d e r a l budget 
and s o c i a l s e c u r i t y and M e d i c a r e , t he p o s t a l s e r v i c e , 
and any o t h e r maj or government program? I s t h e r e some 
i n d i c a t i o n t h a t t h e y would do a b e t t e r j ob r u n n i n g 
t h a t t h a n t h e y have r un e v e r y t h i n g e l s e ? 

MS. FOX: Many p e o p l e a r e v e r y happy w i t h 
t h e i r M e d i c a r e and many p e o p l e l o o k f o r w a r d t o age 65 
when t h e y can go on M e d i c a r e and i f you have 
t r a d i t i o n a l M e d i c a r e r a t h e r t h a n M e d i c a r e A d v a n t a g e 
program, i n f a c t , you have t h e most c h o i c e t h a n you 
p r o b a b l y had b e f o r e w i t h any i n s u r a n c e , p r i v a t e 
i n s u r a n c e c a r r i e r . M e d i c a r e has t h e l o w e s t 
a d m i n i s t r a t i v e r a t e s , i t ' s t h r e e t o f o u r p e r c e n t , so 
when you t a l k about f i n a n c i a l p r o b l e m s , under a 
M e d i c a r e f o r A l l system, we would save enormous sums 
of money because of the a d m i n i s t r a t i v e o v e r h e a d and 
because o f t h e f a c t t h a t i t i s n o t - f o r - p r o f i t , r a t h e r 
t h a n a f o r - p r o f i t model and i t t a k e s out t h e 
middleman. So I don't buy t h a t i n terms of M e d i c a r e . 

There have been s t u d i e s done, many s t u d i e s 
done, I s h o u l d have b r o u g h t t h e 12 page PDF f i l e t h a t 
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I have of s t a t e s a c r o s s t h e c o u n t r y , as w e l l as 
s t u d i e s on a n a t i o n a l l e v e l t h a t have a l l s a i d t h e 
same t h i n g , t h a t under a s i n g l e - p a y e r M e d i c a r e f o r A l l 
s y s t e m or under a s t a t e s i n g l e - p a y e r s y s tem, we would 
save b i l l i o n s o f d o l l a r s . So I don't buy i t . 

REP. ROAE: A r e you c o n c e r n e d t h a t 
M e d i c a r e w i l l be i n s o l v e n t i n e i g h t y e a r s and a r e you 
c o n c e r n e d t h a t i f t h e f e d e r a l government had a 
M e d i c a r e s y s t e m f o r a l l 30 0 m i l l i o n o f us t h a t t h a t 
w o u l d n ' t a l s o become i n s o l v e n t ? 

MR. REIDY: S a n d r a , do you mind i f I t a k e 
t h i s one? Go ahead. 

MS. FOX: I f I c o u l d r e s p o n d f i r s t . I 
don't b e l i e v e t h a t i t w i l l be i n s o l v e n t and a l s o , I'm 
v e r y d i s a p p o i n t e d i n t h e new n a t i o n a l h e a l t h c a r e law 
t h a t P r e s i d e n t Obama n e g o t i a t e d away the power t o 
n e g o t i a t e l o w e r p r i c e s w i t h 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 by a c c e p t i n g a d e a l e s s e n t i a l l y f o r t h e i r 
endorsement of t h e p l a n . 

There a r e t h i n g s t h a t can be done, t h e r e a r e 
r e f o r m s t h a t s t i l l can be made and need t o be made i n 
o r d e r t o reduce t h e c o s t o f M e d i c a r e . 

MR. REIDY: I u n d e r s t a n d t h a t M e d i c a r e i s 
a l o t l i k e t h e s m a l l group b u s i n e s s t h a t Highmark i s 
l o o k i n g t o e x i t , a t l e a s t t h e s i c k p a r t of i t , because 
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t h e y have a s e l e c t i o n f o r p e o p l e o v e r age 65, t h e y 
d i s p r o p o r t i o n a t e l y use h e a l t h c a r e . M e d i c a r e ' s 
p r o b l e m s a r e an a d v e r s e s e l e c t i o n p r o b l e m and a 
f u n d i n g p r o b l e m . I f you put 300 m i l l i o n p e o p l e i n t o 
t h e p l a n and t h e y pay premiums, some r e a s o n a b l e b a s i s , 
t he f u n d i ng p r o b l em w i l l go away and the o v e r h e a d 
c o s t s t h a t we now spend on a l l of the d i f f e r e n t codes 
and payments and the l i k e would go away. I would 
s ubmit w i t h o u t b e i n g a b l e t o even count t h a t many 
z e r o s t h a t t h e s a v i n g s would more t h a n c o v e r , i t would 
end t h e i n s o l v e n c y . 

REP. ROAE: I guess when I l o o k at the 
s o c i a l s e c u r i t y s y s tem, e v e r y s i n g l e p e r s o n , t he 
e n t i r e c o u n t r y f o r t h e l a s t , whenever t h e y p a s s e d t h a t 
70 o r 80 y e a r s ago, most p e o p l e have been i n the 
s o c i a l s e c u r i t y s y s tem. They knew we were a l l g o i n g 
t o t u r n 65 some day, and l i k e I s a i d , t h a t ' s g o i n g t o 
be i n s o l v e n t and I hope what y o u ' r e s a y i n g i s r i g h t , 
i f i t would e v e r come t o t h a t , I hope t h a t i t would 
work o u t , but i t j u s t seems l i k e a f t e r decades and 
decades o f d e f i c i t s a f t e r , you know, m a s s i v e 
i n s o l v e n c y i n t h e s e major government programs, I 
r e a l l y t h i n k t h e r e ' s a l o t of c o n c e r n w i t h h a v i n g t he 
s i n g l e - p a y e r s y s t e m r un by t h e government. 

And I s t i l l t h i n k t h e b i g emphasis s h o u l d be 
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on e v e r y b o d y f o c u s i n g on how t o get t h e c o s t of 
h e a l t h c a r e down r a t h e r t h a n f i g h t f o r who's g o i n g t o 
pay f o r i t . And I admire you f o r your a d v o c a c y , I 
t h i n k i t ' s g r e a t t h a t y o u ' r e p u s h i n g f o r what you 
b e l i e v e i n , but I r e a l l y t h i n k t h a t i t ' s such a 
d i v i s i v e i s s u e , I don't know how much headway you 
c o u l d get made f o r a s i n g l e - p a y e r . I f a l l t h a t e n e r g y 
were used t o re d u c e t he c o s t of h e a l t h c a r e , I j u s t 
t h i n k t h a t m i ght be a b e t t e r way t o make s u r e t h a t 
more p e o p l e can have i n s u r a n c e c o v e r a g e , we can 
improve t h e q u a l i t y of h e a l t h c a r e i n the c o u n t r y . 

MS. REIDY: Can I add some t h i n g ? 
REP. DeLUCA: A b s o l u t e l y . 
MS. REIDY: My name i s M y k i e R e i d y , my 

husband gave t e s t i m o n y and m e n t i o n e d t h a t our son has 
been s i c k f o r most o f h i s l i f e and r e c e n t l y had a 
l i f e - t h r e a t e n i n g e vent t h a t went on f o r about t h r e e 
y e a r s . 

You keep m e n t i o n i n g a l l t h e s e t h i n g s t h a t 
p e o p l e can do t o improve t h e i r h e a l t h and l o w e r t h e 
c o s t o f h e a l t h c a r e and t h a t i s t r u e , and i t ' s t r u e f o r 
p e o p l e f o r whom t h e i r m e d i c a l i s s u e s a r e r e l a t e d t o 
t h e i r l i f e s t y l e , but my son d i d n ' t do a n y t h i n g t o get 
d i a b e t e s when he was n i n e y e a r s o l d , and he d i d n ' t do 
a n y t h i n g t o d e v e l o p a l i f e - t h r e a t e n i n g i n f e c t i o n when 
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he was 15 t h a t kept him from b e i n g a b l e t o go t o 
s c h o o l f o r t h r e e y e a r s and r e q u i r e t h a t he have f i v e 
p a i n f u l s u r g e r i e s and m i s s p r e t t y much h i s e n t i r e 
a d o l e s c e n c e and s u f f e r j u s t u n b e a r a b l e p a i n f o r t h r e e 
y e a r s of h i s l i f e t h a t t o o k him a n o t h e r t h r e e y e a r s t o 
r e c o v e r from. 

There a r e many, many p e o p l e who have i l l n e s s e s 
and d i s a b i l i t i e s t h a t have a b s o l u t e l y n o t h i n g t o do 
w i t h how t h e y l i v e and you c a n ' t j u s t say t h a t t h e 
c o s t o f h e a l t h c a r e i s j u s t b ecause of p e o p l e ' s 
i r r e s p o n s i b i l i t y . T h e r e ' s many, many p e o p l e who 
ar e -- I mean, I was t h e most d i l i g e n t mother you can 
i m a g i n e , I f e d my c h i l d r e n t h e h e a l t h i e s t d i e t , I made 
e v e r y t h i n g from s c r a t c h , I gave him o n l y o r g a n i c f o o d 
and s t i l l , my c h i l d got s i c k . 

REP. ROAE: R i g h t . I'm g l a d y o u r c h i l d 
i s okay. I f I mi s s p o k e e a r l i e r , I a p o l o g i z e . 

What I was g e t t i n g a t e a r l i e r was, p e o p l e who 
cause damage t o t h e m s e l v e s i n a good s y s t e m s h o u l d be 
p a y i n g more. I f somebody chooses t o smoke, i f t h e y 
choose t o be o v e r w e i g h t , i f t h e y choose t o use d r u g s , 
t h e y s h o u l d pay more f o r h e a l t h i n s u r a n c e t h a n 
somebody t h a t c h o o ses t o e x e r c i s e , chooses t o not 
smoke and chooses t o m a i n t a i n a h e a l t h y w e i g h t . And 
t h e r e ' s c e r t a i n l y p e o p l e t h a t a c c e s s m e d i c a l c a r e 
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t h r o u g h no f a u l t of t h e i r own. And I t h i n k t h o s e 
p e o p l e , t h e y s h o u l d not be p e n a l i z e d i f t h e y d i d n ' t do 
a n y t h i n g t o cause i t . 

Now, i f somebody smokes f i v e p a c k s a day, 
t h e y ' r e p r o b a b l y g o i n g t o get s i c k more o f t e n , t h e y 
s h o u l d p r o b a b l y be p a y i n g more. I d i d n ' t mean t o say 
t h a t a l l h e a l t h c a r e i s because of h a b i t s , i t ' s n o t , 
p r o b a b l y h a l f o f i t p r o b a b l y i s . When you l o o k at 
t h o s e t h i n g s t h a t a r e c a u s e d by our b e h a v i o r s , so 
a l c o h o l abuse, smoking abuse, t h i n g s l i k e t h a t . 

And one o t h e r n o t e , a g a i n , I'm g l a d your son 
i s okay. I n a s y s t e m l i k e Canada, where t h e r e ' s a 
s i n g l e - p a y e r h e a l t h c a r e s y stem, t h e y p r o b a b l y would 
not have a p p r o v e d s e n d i n g somebody 400, 500 m i l e s away 
t o a s p e c i a l i s t d o c t o r , t h a t d o e s n ' t happen when 
t h e r e ' s a s i n g l e p a y e r , e v e r y t h i n g i s r a t i o n e d and 
i t ' s v e r y l i m i t e d on t h e t y p e o f c a r e t h a t c o u l d be 
o b t a i n e d . 

MS. FOX: I j u s t want t o s h a r e a s t o r y i n 
r e s p o n s e t o your l a s t comment. R e p r e s e n t a t i v e Roae, i s 
t h a t my m o t h e r - i n - l a w who p a s s e d away l a s t y e a r needed 
s u r g e r y , she was from B e c k l e y , West V i r g i n i a , she was 
on t r a d i t i o n a l M e d i c a r e and t h e r e was no d o c t o r i n her 
a r e a t h a t c o u l d p r o v i d e t h e k i n d o f s u r g e r y she needed 
f o r h e r c a n c e r , and her d o c t o r s t o l d h er t o come t o 



TRANSCRIPT OF PROCEEDINGS 

P i t t s b u r g h where h er son, my husband, i s , and she had 
the s u r g e r y at S h a d y s i d e H o s p i t a l and i t was 
c o m p l e t e l y p a i d f o r by t r a d i t i o n a l M e d i c a r e . 

So you know, I t h i n k t h a t we need t o use 
examples of how s u c c e s s f u l t r a d i t i o n a l M e d i c a r e has 
been i n t h i s c o u n t r y i n s a v i n g t he l i v e s of many 
p e o p l e or at l e a s t p r o l o n g i n g t h e i r l i v e s and g e t t i n g 
them t h e s u r g e r y t h e y need. 

REP. DeLUCA: Chairman S t u r l a . 
REP. STURLA: J u s t a c o u p l e comments. My 

s ens e i s t h a t t h e r e a s o n M e d i c a r e i s i n t r o u b l e i s not 
because i t ' s a bad system, i t ' s because we've gone and 
r a i d e d funds t h e r e f o r y e a r s , we've s a i d i t i s t h e 
p r o v i d e r of -- once s a i d , t h e l a s t r e s o r t , b ecause 
i t ' s , you t u r n 65, t h e r e you a r e , and you can go out 
and buy o t h e r i n s u r a n c e s i f you want t o and some 
p e o p l e do who can a f f o r d a d d i t i o n a l i n s u r a n c e beyond 
t h a t , but i t ' s t h e r e as t h a t p r o v i d e r of l a s t r e s o r t . 

S o c i a l s e c u r i t y b e i n g t h e o t h e r g o v e r n m e n t - r u n 
program, we have s t o l e n b i l l i o n s o f d o l l a r s from t h e 
s o c i a l s e c u r i t y t r u s t f u n d t o b a l a n c e b u d g e t s f o r 
y e a r s , w h i c h i s why the s o c i a l s e c u r i t y s y s t e m i s i n 
the t r o u b l e i t ' s i n and, you know, t h e b e s t t h i n g we 
can do t o e x t e n d t he l i f e of s o c i a l s e c u r i t y i s t o 
i n c r e a s e t h e minimum wage, because a l l wages t h a t a r e 
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p a i d a t minimum wage a c t u a l l y a r e t a x e d f o r s o c i a l 
s e c u r i t y . 

I f I i n c r e a s e t h e p r o f i t s of an i n s u r a n c e exec 
who's making more t h a n $90,000 a y e a r and I up h i s 
s a l a r y , I don't do a n y t h i n g t o e x t e n d t h e l i f e o f 
s o c i a l s e c u r i t y , b ecause t h o s e b e n e f i t s a r e n ' t t a x e d 
f o r s o c i a l s e c u r i t y . So t h e b e s t t h i n g I can do i s t o 
do t h i n g s at t h e l o w e r end of t h e s c a l e as opposed t o 
the upper end o f the s c a l e . So t h e r e ' s a l o t of 
t h i n g s we can do t o make s u r e t h a t t h o s e government 
programs a c t u a l l y work b e t t e r . I t has v e r y l i t t l e t o 
do w i t h d e n y i n g p e o p l e b e n e f i t s , i t has more t o do 
w i t h t h e way we a d m i n i s t e r t h o s e programs and who we 
get t o pay f o r t h o s e programs a l o n g t h e way. 

REP. DeLUCA: I want t o thank you. 
R e p r e s e n t a t i v e Boyd. 

REP. BOYD: Th e r e ' s a c o u p l e q u i c k p o i n t s 
t h a t need t o be made. You b r o u g h t up House B i l l 1660. 
House B i l l 1660 i n i t has a t e n p e r c e n t p a y r o l l t a x 
and a t h r e e and a h a l f p e r c e n t i n c r e a s e i n income 
t a x e s . I t i s a 52 b i l l i o n d o l l a r t a x b i l l . T h a t ' s 
d o u b l e , a l m o s t d o u b l e our c u r r e n t b u d g e t , so t h a t i s 
so m e t h i n g t h a t t h i s l e g i s l a t u r e does not c o n s i d e r 
l i g h t l y . I mean, we, t h i s p a s t budget s e s s i o n , 
c o u l d n ' t get enough v o t e s out o f t h e House w i t h t he 
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g o v e r n o r s t r o n g a r m i n g t o even put a t a x on t h e 
M a r c e l l u s S h a l e gas or t o t a x t o b a c c o p r o d u c t s . 

MS. FOX: I u n d e r s t a n d i t would be a 
tou g h s e l l . 

REP. BOYD: Okay. W e l l , I j u s t wanted t o 
b r i n g t h a t up, because i t ' s good t o a d v o c a t e f o r t h a t 
s i n g l e - p a y e r s y s tem, but we got t o know a p r i c e t a g , 
and t h a t r e l a t e s t o what was b r o u g h t up about 
M e d i c a r e , and one of t h e p o i n t s t h a t most p e o p l e don't 
g r a s p about M e d i c a r e and M e d i c a i d t o a g r e a t e r degree 
i s one of t h e r e a s o n s t h a t t h e y c o n t i n u e t o f u n c t i o n 
t h e way t h e y do i s t h a t t h e r e i s a h i d d e n p r i v a t e 
s e c t o r c o s t s h i f t i n b o t h of t h o s e programs; t he 
reimb u r s e m e n t r a t e s t h a t M e d i c a r e pays t h e p r o v i d e r s 
does not even come c l o s e t o m a t c h i n g t he c o s t f o r 
m e d i c a l p r o c e d u r e s t h a t t h e y p r o v i d e . 

I n o t h e r words, t h a t c a n c e r t r e a t m e n t , t h e 
s u r g e r y t h a t your m o t h e r - i n - l a w r e c e i v e d , I can a s s u r e 
you t h a t t h e c o s t t h a t t h a t h o s p i t a l p r o v i d e d , t h a t i t 
c o s t s them t o do t h a t p r o c e d u r e , t h e y d i d n ' t meet, i t 
excee d e d what t h e M e d i c a r e reimbursement r a t e was. 
And one o f t h e r e a s o n s a l l of our h e a l t h i n s u r a n c e 
premiums c o n t i n u e t o go up i s v e r y , v e r y q u i e t l y 
u n d e r n e a t h t h e s y s t e m i n t h e s e n e g o t i a t e d r a t e s t h a t 
a r e not t r a n s p a r e n t , and one of t h e t h i n g s t h a t 
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Chairman DeLuca and I want t o get i s t r a n s p a r e n c y , i s 
t h a t what t h e p r o v i d e r s a r e c h a r g i n g t he p r i v a t e 
p a y i n g p e o p l e i s t o make up t h a t c o s t l o s s . They 
a b s o l u t e l y do. So t h e r e ' s a h i d d e n s h i f t t h a t nobody 
s e e s . 

So under t he c u r r e n t e n v i r o n m e n t , one of t h e 
t h i n g s t h a t we c o u l d do t o h e l p t h e p r i v a t e pay p e o p l e 
i s s i m p l y get M e d i c a r e ' s r e i m b u r s e m e n t r a t e s and 
M e d i c a i d ' s r e i m b u r s e m e n t s r a t e s up t o t h e l e v e l t h e y 
need t o be t o s i m p l y meet the c o s t of p r o v i d i n g t h o s e 
s e r v i c e s , b ecause -- and h e r e ' s t h e r e a l l y , i n my 
o p i n i o n , t h e s i n i s t e r p a r t of i t , we want t o p r o v i d e 
t h e s o c i a l programs t o meet t h e needs of p e o p l e , we 
r e a l l y do, but we r e a l l y don't want t o pay f o r them. 
We have t h i s a v e r s i o n t o s a y i n g House B i l l 16 60 i s 
g o i n g t o c o s t you 52 b i l l i o n d o l l a r s , P e n n s y l v a n i a n s , 
a r e you on bo a r d ? A t e n p e r c e n t p a y r o l l t a x , what 
im p a c t would t h a t have on your b u s i n e s s ? What i m p a c t 
w ould t h a t have on t h e s m a l l b u s i n e s s e s out t h e r e , 
p l u s t h e t h r e e and a h a l f p e r c e n t income t a x ? 

Some p e o p l e a r e g o i n g t o say I can a b s o r b i t , 
and o t h e r b u s i n e s s e s a r e g o i n g t o say, I'm out o f here 
and I'm g o i n g t o a n o t h e r s t a t e . 

MS. FOX: I w i l l j u s t add t h a t most 
b u s i n e s s e s pay more t h a n t e n p e r c e n t of t h e i r p a y r o l l 
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on h e a l t h i n s u r a n c e b e n e f i t s i f t h e y ' r e a b l e t o pay i t 
at a l l . For them, i t would be a d r a m a t i c s a v i n g s . 
You know, I pay about 60 p e r c e n t o f my income f o r 
h e a l t h c a r e premiums and o u t - o f - p o c k e t c o s t s r i g h t now. 
Th a t ' s l i k e l y t o go up, a c t u a l l y , as my income goes 
down because of t h e r e c e s s i o n . So f o r me t o pay, you 
know, t h r e e and a h a l f p e r c e n t , or I'm s e l f - e m p l o y e d , 
so I add t e n p e r c e n t , my God, t h a t ' s a l o t of money 
t h a t I would s a v e , p l u s under t h e s i n g l e - p a y e r s y stem, 
t h e r e a r e no premiums, t h e r e a r e no c o p a y s , t h e r e a r e 
no d e d u c t i b l e s , t h e r e a r e no o u t - o f - p o c k e t c o s t s . 

So what you need t o do, I say i t ' s a tough 
s e l l o n l y because p e o p l e don't know t h e f a c t s , and 
t h a t ' s where p u b l i c a d v o c a t e s come i n , l i k e me and 
many, many o t h e r s t h r o u g h o u t t h e c o u n t r y i n e d u c a t i n g 
p e o p l e about s i n g l e - p a y e r and t h e f a c t t h a t you can 
have g u a r a n t e e d h e a l t h s e c u r i t y r e g a r d l e s s of your 
a b i l i t y t o pay and c i r c u m s t a n c e . E v e r y b o d y i s l u c k y . 

REP. BOYD: And I u n d e r s t a n d what y o u ' r e 
s a y i n g , I he a r you, and t h e n t h e r e ' s a whole s e r i e s of 
o t h e r b u s i n e s s e s out t h e r e , s o l e p r o p r i e t o r s , 
e n t r e p r e n e u r s , whose w i f e may work f o r a s c h o o l 
d i s t r i c t and t h e husband i s c o v e r e d , or v i c e v e r s a , 
t h e husband works f o r a s c h o o l d i s t r i c t or works 
someplace and i s c o v e r e d and so t h e y a r e n ' t -- t h e y 
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don't have h e a l t h i n s u r a n c e , a l o t of s m a l l b u s i n e s s e s 
t h a t a r e f u n c t i o n i n g , p r o v i d i n g j o b s , t h e y a r e n ' t 
p a y i n g any h e a l t h i n s u r a n c e premiums because t h e i r 
spouse or somebody i s c o v e r i n g , t h e y have f a m i l y 
c o v e r a g e e l s e w h e r e . A l l o f a sudden, t h e y ' r e g o i n g t o 
get h i t w i t h a t e n p e r c e n t p a y r o l l t a x and t h e av e r a g e 
s m a l l b u s i n e s s , a v e r a g e s m a l l b u s i n e s s , i n t h e s t a t e 
o f -- a c t u a l l y , n a t i o n a l l y , t h e i r m a r g i n i s r o u g h l y 
t h r e e p e r c e n t . I can get you t h e s t a t i s t i c s from t h e 
N a t i o n a l F e d e r a t i o n of Independent B u s i n e s s , I ' d be 
happy t o p r o v i d e t h a t . The b o t t o m l i n e i s , you 
i n c r e a s e income t a x e s t h r e e and a h a l f p e r c e n t and you 
h i t b u s i n e s s e s w i t h a t e n p e r c e n t p a y r o l l t a x -- and 
by t h e way, 1660 i s s t r u c t u r e d t h a t i t ' s a hundred 
p e r c e n t p a i d f o r by the company, t h e r e ' s no 
employee -- at l e a s t s o c i a l s e c u r i t y has t h e i n t e g r i t y 
t o s p l i t i t . 

MS. FOX: W e l l , t h r e e p e r c e n t i s p a i d by 
the i n d i v i d u a l . 

REP. BOYD: W e l l , u n l e s s y o u ' r e an S c o r p 
or a p a s s - t h r o u g h c o r p o r a t i o n and t h e n y o u ' r e p a y i n g 
13. 

MS. FOX: A g a i n , t h a t ' s a b i g d i f f e r e n c e 
f o r me, from 60 p e r c e n t t o 13 p e r c e n t . B e l i e v e me, I 
would welcome t h a t . 
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REP. DeLUCA: Okay. Chairman S t u r l a . 
REP. STURLA: House R e s o l u t i o n 732 would 

l o o k a t t h e c o s t of a s i n g l e - p a y e r p l a n , so you c o u l d 
a c t u a l l y t h e n t a l k about what t h e c o s t i s now i n t h e 
s t a t e of P e n n s y l v a n i a i n i t s e n t i r e t y f o r p r o v i d i n g 
h e a l t h i n s u r a n c e at a p r i v a t e l e v e l v e r s u s a 
s i n g l e - p a y e r p l a n , so h o p e f u l l y we can get t h a t house 
r e s o l u t i o n p a s s e d , j u s t t o g i v e t h e f o l k s an a n a l y s i s , 
so t h a t we're t a l k i n g about t h e same, t h e same 
a n a l y s i s , as opposed t o one p e r s o n ' s a n a l y s i s v e r s u s 
a n o t h e r . 

REP. DeLUCA: A g a i n , I want t o tha n k you. 
I want t o thank you f o r t a k i n g t h e t i m e t o come he r e 
and s t a y h e r e f o r t h e m e e t i n g . 

MS. FOX: Thank you so much f o r h a v i n g us 

her e . 
REP. DeLUCA: Thank you. On b e h a l f of 

m y s e l f and Chairman S t u r l a and the Committee, I want 
t o t h a n k e v e r y one who has p a r t i c i p a t e d i n t o d a y ' s 
h e a r i n g . 

I p e r s o n a l l y t h o u g h t t h e t e s t i m o n y was 
o u t s t a n d i n g and has p r o v i d e d t h e Committee w i t h a 
number of t h o u g h t s on what our n e x t s t e p s s h o u l d be. 
T h i s Committee w i l l work w i t h a l l t h e s t a k e h o l d e r s and 
the a d m i n i s t r a t i o n t o d e v e l o p t h e r i g h t a p p r o a c h on 
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how t o b e s t r e s o l v e i s s u e s t h a t were r a i s e d h e r e 
t o d a y . 

I a l s o , a g a i n , want t o thank a l l t h e members 
who came, i t was a g r e a t t u r n o u t , some o f t h e members 
had t o l e a v e because t h e y had o t h e r commitments, but I 
want t o th a n k them. I have a l w a y s t h o u g h t , I'm s u r e 
R e p r e s e n t a t i v e -- a l l t h e Committee has a l w a y s t h o u g h t 
and Chairman S t u r l a has a l w a y s t h o u g h t t h a t t h e r e ' s no 
b e t t e r a l t e r n a t i v e s t o u n d e r s t a n d i n g a l l s i d e s t o an 
i s sue t h a n a t t e n d i n g a p u b l i c h e a r i n g where a l l 
p a r t i e s have t h e o p p o r t u n i t y t o d e m o n s t r a t e t h e i r 
p e r s p e c t i v e . T h i s h e a r i n g i s y e t a n o t h e r example o f 
how i m p o r t a n t t h e p u b l i c h e a r i n g p r o c e s s i s . 

J u s t f o r a r e m i n d e r t o the p u b l i c out t h e r e , 
tomorrow we w i l l be h a v i n g at t h e U n i v e r s i t y of 
P i t t s b u r g h t h e sec o n d i n our s e r i e s o f h e a r i n g s on the 
P e n n s y l v a n i a i m p l e m e n t a t i o n o f 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 i l i t y C a r e . We w i l l be a t Room 548 of the 
W i l l i a m P i t t U n i o n , s t u d e n t c e n t e r of t h e U n i v e r s i t y 
o f P i t t s b u r g h . For the members, t h e r e w i l l be p a r k i n g 
i n S o l d i e r s and S a i l o r s p a r k i n g g a r a g e , w h i c h i s r i g h t 
a c r o s s t h e s t r e e t . 

The h e a r i n g w i l l f o c u s on p r o v i d e r s 
r e i m b u r s e m e n t i n the c o n t e x t of t h e f e d e r a l h e a l t h c a r e 
r e f o r m w i t h an i d e a t o making s u r e t h a t adequate 
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q u a l i t y h e a l t h c a r e i s a v a i l a b l e t o a l l our c i t i z e n s . 
The m e e t i n g w i l l s t a r t a t 10:00 tomorrow m o r n i n g . 

A g a i n , I want t o tha n k you and I want t o thank 
the Committee. T h i s m e e t i n g i s now a d j o u r n e d . 

( H e a r i n g c o n c l u d e d at 3:44 
o ' c l o c k p.m.) 
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C E R T I F I C A T 1_ O N 

I h e r e b y c e r t i f y t h a t t h e f o r e g o i n g t r a n s c r i p t 

i s a t r u e r e c o r d of the t e s t i m o n y of the w i t n e s s e s . 

Jean M. B u j d o s 
C o u r t R e p o r t e r 


