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Pages 1 - s 1 PROCEEDINGS
torts: Tone 2 COMMISSIONER MURPHY': Good morning. I'm
3 Joe Murphy. I'm the Commissioner of Insurance. |
COVMONVEALTH OF MASSACHUSETTS \ . ..
OFFI CE OF CONSUNER AFFAI RS AND BUSI NESS REGULATI ON 4 welcome you to today's hearing on the rising costs
DI VI SION OF | NSURANCE ) . :
DOCKET NO. &2010- 05 5 of small business health insurance premiums, Docket
6 G2010-05. Today is March 8th, 2010, and we are
7 gathered at Fitchburg State College. With me are
PUBLI C | NFORVATI ONAL HEARI NG ON THE . -
RI SI NG COSTS OF SMALL BUSI NESS HEALTH | NSURANCE 8 representatives of the Division of Insurance,
PREM UMS . . .
9 including, on my left, Meg Parker, and on my right,
10 Erin Bagley, Counsel to the Commissioner.
BEFORE:  Joseph G I\/IUrphyE Cormi ssi oner 11 In response to concerns raised by the small
Mar garet parkar, Bag. 12 business community, on October 20th, 2009, Governor
13 Patrick asked the Division of Insurance to look into
14 thedrivers of the double-digit health insurance
el d at 15 increases some small businesses are facing.
Fitchburg State ol | ege 16 Over the course of about ten weeks, the
160 Pearl Street Lo . .
President's Hall 17 Division of Insurance conducted hearings in Boston
Fi t chburg, Massachusetts . . . .
Monday, Ner ch 8, 2010 18 with carriers offering insurance through our small
am 19 group market. We also invited some providersto
*oxoxox 20 voluntarily participate, as we don't currently
~ cCarol H, Kusinitz 21 regulate them. We collected reams of information
Regi st ered Prof essi onal Reporter .
e 22 through the hearing process and through our
23 confidential examination authority.
24 On February 10th the Governor announced a
Page 2 Page 4
1 I NDE X . .
2 SPEAKER _ PAGE 1 jobs package that includes both regulatory and
3 BgPiesentative Stephen DiNatale 6 53 2 legidative efforts to assist small businesses with
g | nsurance broker 3 their health insurance costs. On the regulatory
g Velter Oney 9 4 front the Governor directed the Division of
Smal | busi ness owner i X
5 Insurance to issue an emergency regulation now
7 Kathy MIls 10 . . . .
HR OFf-Site Resources 6 requiring carriersto file their proposed small
8 COynthi a Boucher 12 7 group rates at least 30 days in advance, starting
9 "Smll business owner 8 with those with April 1st, 2010, effective dates.
10 Kkris Specht 16 9 Carriersare now aso required to file substantial
mal | busi ness owner ; .
11 ‘ 10 documentation to support their proposed rates. DOI
John Sullivan 22 . . . . . .
12~ Blue Oross Blue Shield of Missachusetts 11 will review thisinformation and determine if the
13 Eric Linzer o 26 12 rates should be disapproved.
14 Massachusetts Association of Health Plans 13 This week the Governor asked me to again
15 Keg vanscriver o 31 14 travel across the state and hold hearings with
16 David Lively 33 15 consumers and small businessesto hear directly from
I nsurance’ br oker 16 them about the small group premiums they're seeing
17 .
Davi d McKeehan 37 17 upon renewal and their thoughts on what the Governor
18 Morth Central Mass. Chamber of Commerce 18 announced on February 10th. Asaresult of all
;2 MLl varden o 39 19 these hearings, we will be issuing areport later
Ryan MGuane 42 20 this month with our_flndl ngs. o
21 “Insurance broker 21 If you would like to speak today, asign-in
22 M ke Quirk 45 22 sheet has been provided. Please sign up, and we
o3 ol pustniess ounet 23 will betaking peoplein that order.
24 “Lamsty rohah 48 24 Let the record reflect that the notice of
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1 this hearing appeared through publication on 1 We must stop situations like Partners
2 Thursday, February 10th, 2010, and on the Division's 2 Health Care merging the Brigham and Mass. General
3 website as of February 23, 2010. In addition, 3 Hospitals to leverage their buying power and forcing
4 individual notification of the hearings was sent to 4 insurance carriersto pay them an average of 30
5 parties who requested that they be apprised of such 5 percent more than similar nonpediatric hospitals
6 proceedings. 6 statewide. A medical procedure that would cost
7 Following Division protocol, | would like 7 $2,000 at UMass in Worcester would cost $600 more at
8 to start with any statewide or local elected 8 Brigham's, for no apparent reason.
9 officials, and with that | would welcome 9 We must stop insane medical malpractice
10 Representative DiNatale. 10 judgmentsthat have skyrocketed malpractice
11 REPRESENTATIVE DINATALE: Thank you, |11 insurance costs, forcing even higher medical
12 Commissioner. | want to thank you for coming out 12 insurance premiums. We must rein in prescription
13 today, yourself and your staff. It's obviously very 13 drug manufacturers that charge Americans
14 important to the City of Fitchburg, as asmall 14 significantly higher rates for the same medications
15 business community. That's what we have more of 15 that they sell just over our bordersin Canada and
16 than anything else. It's becoming more and more 16 in Mexico.
17 unsustainable with these rising costs, obvioudly. 17 We must increase penalties for those
18 And | know the folksthat are here that are directly 18 individuals who do not carry medical insurance
19 impacted by this today will speak about that. 19 coverage. Our current universal health care hill,
20 But I'm pleased to see that the Governor's 20 Chapter 58, allows individuals to go on or off the
21 Office aswell as some legidlators that I've joined 21 Connector plans at any time with no pre-existing
22 with myself, Senator Moore, Representative Stanley, 22 conditions limitations. Too many young, healthy
23 aretryingto filelegislation that's going to 23 peopleforgo insurance until they are sick,
24 address some of these deficiencies or some of the 24 burdening insurance carriers with older, less
Page 6 Page 8
1 extraordinary cost increases that we've seen. So we 1 healthy subscribers and getting young people covered
2 need to gain control of this. It'sabuster to 2 only when they need expensive treatments.
3 these small business organizations, and we need to 3 Two provisions of this new affordable
4 do something to addressiit. 4 health plan will go along way toward reducing our
5 I'm hoping that we can do this, and | know 5 medical insurance costs. Establishing a statutory
6 it may not happen quickly, but I'm hoping we can do 6 rate cap on reimbursementsto all providers at no
7 something quickly, with that April 1st date coming 7 more than 110 percent of Medicare rates will alow
8 very, very rapidly. So | appreciate your efforts on 8 insurance carriers to negotiate lower, more
9 that behalf and the Governor aswell. Thank you. 9 reasonable rates from providers. Establishing a
10 COMMISSIONER MURPHY': Thank you, 10 minimum medical lossratio of 85 percent and limits
11 Representative. 11 on post-tax underwriting surpluses to 2 percent for
12 With that, we'll move on to the sign-in 12 theentire small group/non-group market will set
13 sheet, thefirst individual, Ed Meyer. 13 limits on the minimum amount insurance carriers must
14 MR. MEYER: Good morning, my nameis Ed 14 spend directly for medical procedures.
15 Meyer. | have been a group insurance broker for 15 Some of my fellow insurance brokers are
16 morethan 25 years, and | have never seen rate 16 upset with me for supporting this bill because it
17 increases like we're seeing thisyear. So far this 17 will limit our commissions. Yes, thisbill will cut
18 year we've only had one renewa come in under 30 18 our commissions, but it's something that we must
19 percent. That renewal resulted in aone-year 19 passif we want to preserve health care as we now
20 increase of $141,588 to aclient. 20 know it. | urge al small businessesto put aside
21 How does a small business absorb an 21 politics and support passage of this bill
22 increase in medical insurance premiums of more than 22 immediately. Thank you.
23 $141,000 in asingleyear? Clearly, we must do 23 COMMISSIONER MURPHY: : Thank you, Mr. Meyer.
24 something. We must do it soon. 24 Walter Oney.
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1 MR. ONEY:: This microphoneissitting here 1 significant jump for someone that's self-empl oyed.
2 soinviting. Would you like usto useit? 2 Also, most of my clients are small
3 COMMISSIONER MURPHY: : Yes, please, if you | 3 companies with under 20 employees, 15 to 20
4 don't mind. Also for the transcription, it will be 4 employees. Thisyear alone, I've worked in their
5 easier if you do. 5 offices, and I've seen what their bottom line
6 MR. ONEY: Mr. Commissioner, thank you for 6 profitsare for 2009, and they're barely making any
7 the opportunity to speak. My testimony is very 7 profit. For them to incur an increase of 26 percent
8 brief, and | have awritten summary of it that I'm 8 and continue to offer insurance means they've got to
9 giving to the reporter. 9 pay for it somewhere. It's not coming out of the
10 | am Walter Oney. | am a consumer and a 10 profit. They don't have enough money to sustain
11 consumer bankruptcy attorney in solo practice here 11 that type of increase. Whereisthat going to come
12 in Fitchburg. | have no employees. | have an 12 from?
13 insurance plan with Harvard Pilgrim that I'm 13 They want to be able to continue offering
14 obtaining through the Northeast Business Trust, and 14 health insurance. They try to pay 50 percent of the
15 the only people insured on that plan are myself and 15 cost, some as little as 33 percent, but the majority
16 my wife. 16 50 percent. But that is going to have to come
17 Last year | spent $19,000 on health 17 somewhere. | don't know how that's going to
18 insurance, and that was 33 percent of my overhead. 18 stimulate small business in Massachusetts to grow,
19 It'sdlated to go up to $22,000 this year, and, 19 you know.
20 again, thisisastaggering burden. It's my major 20 So something has to be done regarding this,
21 expense. | struggle to meet that payment every 21 and those are the comments that | wanted to make.
22 month. Asyou can understand, doing what | do, my 22 COMMISSIONER MURPHY': Thank you.
23 clientsare all poor, and they can't afford to pay 23 There's another individual who signed
24 extravagant pricesfor legal services. 24 "Maybe," soif you're interested, Cynthia Boucher.
Page 10 Page 12
1 By way of comparison, that $22,000 a year 1 MS. BOUCHER: Yes.
2 that I'm expecting to pay this year for medical 2 COMMISSIONER MURPHY: : Sorry if | butchered
3 insurance, that would retire -- that's the annual 3 your name.
4 payment on a $350,000 mortgage. It's not 4 MS. BOUCHER: No, that wasit. You got it.
5 sustainable, and | would urge you to rein in anyone 5 | a'so do not have a prepared statement,
6 whoistryingto raise their ratesthisyear. Last 6 but | appreciate your being heretoday. | just --
7 year the Consumer Price Index, as you know, went 7 what | didis, | wrote down just the last few years
8 down, and | find it hard to justify in my own mind 8 what our experiences have been, and | just had a
9 why premiums would be going up as much as they are. 9 couple of -- like the gentleman who spoke before, we
10 Thank you very much. 10 areaMom-and-Pop business. It's Commonwealth Water
11 COMMISSIONER MURPHY : Thank you, Mr. Oney. |11 Purification Company. We are incorporated, and
12 We have some individuals who signed in 12 we'rein Winchendon, Massachusetts. It isjust my
13 "Maybe," so I'll call you, and if you're interested 13 husband and I and my daughter who is a college age
14 in coming forward, please do. Kathy Mills. 14 student.
15 MS. MILLS: I'll speak. Good morning. My 15 Fallon Community Health were our providers
16 nameis Kathy Mills, and | am from Leominster. | am 16 for many, many years, and in 2008 -- thisis
17 self-employed. | have abusiness called HR Off-Site 17 something | wanted to bring up to you -- in 2008,
18 Resources. | provide human resource services for 18 Blue Cross and Blue Shield through our broker
19 small and midsized companies. | wasn't planning to 19 offered what | understand to be somewhat of a sale
20 give aformal speech today, so | don't have anything 20 to get new peopletojoin their group, soin the
21 to submit, but | do have some comments. 21 fall of 2008, we did switch from Fallon.
22 First, asasmall business owner, | carry 22 We were paying at that time approximately
23 Falloninsurance, and my renewal policy iscoming up 23 $16,000 ayear for Fallon. And we switched over to
24 in April. That'sgoing up 26 percent. It'sa 24 Blue Cross Blue Shield, and it was adrop to just
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1 $13,000 ayear. So we were able to see those 1 We would, at some point intimein the
2 savings, and we thought that that was great. 2 future, like to put on some additional people to
3 However, in the fall of 2009, when our 3 work with us, when the economy gets better. We
4 renewal came up, Blue Cross Blue Shield raised our 4 cannot afford to offer them health insurance. We
5 rates 49 percent. At that point in time, | thought 5 just can't afford it.
6 thisisunethical. | redly did. They get the 6 COMMISSIONER MURPHY : Now, just | guessto
7 sale, and they get you in, they suck you in, and 7 step back alittle to talk about the Governor, he's
8 then they raise the rates 49 percent. | didn't go 8 taken both aregulatory approach for immediate
9 aong with that, and so | again changed my provider, 9 relief and then alegislative approach.
10 and we are now with Tufts. 10 So on the more immediate side, and the
11 We began with Tufts in the fall, but now, 11 Governor recognizes that coming out of any economic
12 being April 1st, we go through SBSB out of 12 downturn, the first place that jobs are created is
13 Worcester. April 1st we just got our increase. And 13 at the small business level, it's not on the large
14 it'sinteresting because, you know, the mediais 14 businessside. So using our existing authority, the
15 talking about the increases being 29, 30 percent, or 15 Governor had us on February 10th file aregulation
16 whatever. We got our increase, and it was only 17 16 that any carrier in the small group market has to
17 percent, and that's how jaded we are. | thought, 17 filetheir proposed rates with the Division of
18 "What abargain, it'sonly 17 percent." And so we 18 Insurance at least 30 days in advance.
19 areactually, for thisyear, we are up to about 19 So for the April 1st renewal, on March 2nd
20 $18,000 ayear that we need to pay for our privilege 20 last week, we got over 40 filings, because each
21 of having the health insurance. 21 company has got several products underneath it.
22 But in addition to that, | know we choseto 22 We're now requiring a significant amount of
23 switch providersin an attempt to keep the costs 23 actuarial datato support those proposed rates.
24 down. And| haveto tell you, these are not the 24 We have internal technical staff,
Page 14 Page 16
1 best policies. These are $1,000 deductible per 1 actuaries, that are going through all of that data
2 person or $2500 deductible per family. There's no 2 right now. There'salot of back and forth with the
3 dental onthis. Last year alone -- | did my 3 companiesto clarify and get more specific data.
4 taxes-- last year alone, my daughter had to have 4 And then prabably in two or three weeks we will be
5 her wisdom teeth out. With that, and with our 5 able to make a determination, based on that data, if
6 copaysand all of our deductibles, we paid last year 6 we should disapprove those rates.
7 $16,000 for the premium, but we paid an additional 7 MS. BOUCHER: If you do disapprove the
8 $7,000 out-of-pocket expense, for atotal of 8 rates, then what will happen?
9 $23,000. 9 COMMISSIONER MURPHY': There's aprocess
10 I'm sure everybody sitting in thisroom is 10 after that. The carrier can ask for a hearing, and
11 going through exactly the same thing. | know that 11 that would take probably afew more weeks, before
12 many small businesses, in order to keep their 12 the Division of Insurance. If we do disapprove the
13 premiums down, are looking at much higher 13 rate, the carriers have been made aware that they
14 deductibles. But, you know what, when those things 14 need to contact the consumers and either credit them
15 cometrue, if in fact you do have a catastrophic 15 back or credit going forward back to their April
16 accident or a health issue, you have to pay that 16 1st, 2009, rate.
17 money out, and with the economy the way it's been, 17 MS. BOUCHER: Okay. Thank you very much.
18 it'snot that easy. 18 COMMISSIONER MURPHY : Thank you for coming.
19 So if there's anything that you can do -- 19 Kris Specht?
20 and | would be interested in understanding how you 20 MS. SPECHT: Hi. I'm Kris Specht,
21 may impact this April 1st increase. If thereis 21 president and CEO of Comrex Corporation, whichisa
22 anything that you can do for the small businesses, 22 small business that manufactures electronics
23 it would be greatly appreciated, because we cannot 23 equipment. We're out of Devens, Massachusetts.
24 dfford this. 24 I'm astounded that our rateisonly 17
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1 percent, and I'm just now learning that that's 1 So | pick a 17 percent plan and then hope
2 awesome. It'sreally hard for meto think of it as 2 that you guysroll theratesback? Dol goto a
3 such. 3 higher deductible and try to figure out some way to
4 When | learned of thisincrease, | did call 4 self-insure? Fortunately Comrex is one of the few
5 the Governor's Office, having heard this 5 companies-- we do alot of export, so we do have a
6 announcement from February, and got through to 6 business after this economy. It used to be 28
7 people, | assumein his constituent line, who knew 7 percent outside the country. Right about now it's
8 nothing about it. They gave me a phone number to 8 about 72 percent outside the country. Things are
9 cal, which turned out to be the press pool. | 9 tough.
10 calledthe presspool. They said, "Why are you 10 I'm looking for guidance from you. What
11 caling me?' | said, "I don't know." 11 should we do? Last year we had a 12 percent
12 They gave me the number of the Commissioner 12 increase. | learned of this, and quite
13 of Insurance's Office, who instructed me to go ahead 13 coincidentally, it just happened that somebody who
14 and file for the Connector plan, that that would 14 was 52 years old left our business. We had them
15 make adifference in my life. We have Tufts 15 rerun the rates, one 52-year-old in 20 people, and
16 insurance. Comrex pays 80 percent. We have anice 16 weonly had a1 percent increase last year.
17 HMO plan, and we try to take really good care of our 17 What's wrong with this picture? How can |
18 20 employees. 18 hire somebody and not consider their age? | can't
19 So we plugged in al of our datainto the 19 do that to the rest of my employees. They till
20 Connector plan website, a nice easy thing to do, and 20 have -- we pay 80 percent, but they still have the
21 got back that Tufts would only cost us 10 percent. 21 20 percent. We haven't been ableto givethem a
22 That wasredlly exciting. Well, it still sucks, but 22 cost of living increase in ayear and ahalf. They
23 it sucksless. 23 can't afford that. So that's an effective huge pay
24 So as we looked into that further and 24 decrease for them.
Page 18 Page 20
1 further, we learned that thisis some Tufts limited 1 So I'm looking for some guidance. Itisa
2 plan, and the list of hospitals that my employees 2 no-brainer to me that pooling with other small
3 actually could go to wasridiculously small. 3 businesses would have to help. | mean, werea
4 So there I'm in aposition where | have to 4 relatively young company, obvioudly, if can you see
5 tell my guy who is currently undergoing 5 one 52-year-old skews us down from 12 percent
6 chemotherapy, "I'm sorry, you have to discontinue 6 increaseto 1.
7 your treatment with Beth Israel. 1'm sure Joe's 7 I'm hiring aguy thisweek. I'm sitting
8 Body Shop and Chemotherapy Factory will be just 8 across the table from 50-year-olds and 20-year-olds.
9 fine." I'm being alittle facetious. 9 It'sdamn hard. It'sdamn hard to only see them on
10 I'm trying not to be emotional about this, 10 their merit and pick the right person.
11 butitisan emotional issue. How am | supposed to 11 What do | do next week? | could fire aguy
12 tell my employee whose wife isdue in two weekswith |12 who is60. That would fix our problem for this
13 their first child that they have to switchto a 13 year. The other problem with this 10 percent
14 different obstetrician? That's not an acceptable 14 increase with this Connector plan that's
15 solution. How could your office send me there? 15 unacceptableis, if | had signed up for that last
16 That's not okay. 16 year, | would likely have a 17 percent increase with
17 | was excited when | heard this edict from 17 that crappy plan. So that's solving nothing.
18 the Governor. My rates are -- my contract is up 18 So | guess| have afew messages. First of
19 April 1st. | should be right there, ready to get 19 all, | wasvery, very disappointed with the
20 some help from you guys, and my insurance company 20 information | was able to get calling your office.
21 and the agents that research rates for me laugh 21 | appreciate greatly what you all are trying to do
22 about it. 1 mean -- "Yeah, yeah, nothing is going 22 and that you're here listening. That hasto trickle
23 to come of that. Y ou haveto pick aplan and sign 23 through to the people answering your phones.
24 up." 24 Y ou've got to give us a better answer,
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1 because obvioudly I'm sitting here in Fitchburg 1 office.
2 talking to you about health care. | should be 2 This conversation should really begin and
3 working on adeal to sell codecs to the Finns and 3 end around health care costs. Health care costs are
4 increasing tax base and revenue and hiring more 4 rising at arate that is not sustainable for
5 people. And that'swhat | would be doing. But this 5 families, business or government. Massachusetts
6 has now become such acrisis point that | really 6 expenditures are higher than those in other states
7 fedl likel, as abusiness owner, have to be here 7 and represent a growing share of the economy.
8 talking to you. 8 90 cents of every premium dollar goes
9 So | guess that's pretty much all | have. 9 towards paying medical services on behalf of
10 COMMISSIONER MURPHY': Thank you. 10 members. And without the ability to recover those
11 MS. SPECHT: If you have any answers, | 11 underlying medical expenses, these rapidly
12 would appreciateit. 12 increasing costs are not sustainable for health
13 COMMISSIONER MURPHY: : Onyour comment on |13 insurers. Direct reforms, reforms that we have
14 what we call group purchasing cooperatives banding 14 spoken about in the past, are needed to address the
15 together, that is an ideathat the Governor is 15 escalating cost of coverage.
16 interested in. He asked usto hold some sessions 16 At the conclusion of the Division's most
17 about it. 17 recent hearings on small group health insurance cost
18 People are sort of al over the map onit. 18 increases, we offered a set of recommendations that
19 Some small businesses believe it will bring some 19 would significantly reduce health care cost trend in
20 relief. Some consumer advocates and others have 20 Massachusetts. There are four themes to those
21 concerns about its further segmenting the market. 21 reforms.
22 And so we are looking at that, and our report later 22 First, we'd limit adverse selection and
23 this month will address what types of consumer 23 encourage a healthier overall risk pool. We hope
24 protections need to bein it to get around some of 24 that the DOI adopts our recommendations to address
Page 22 Page 24
1 those concerns. 1 these unintended consequences of the merged market,
2 MS. SPECHT: I'm looking at adraft of S. 2 which hasled to a4 to 5 percent increase in
3 446. Areyou familiar with that? It's small 3 premiumsfor small groups. Thesereformsalso
4 business pool proposed -- | think it was handed to 4 included an annual open enrollment period for
5 me by the Chamber of Commerce, H. 4452 and S. 446, 5 individuals, allowing the purchase of individual
6 "An Act Relative to Small Business Health 6 coverage only when group coverageis not available,
7 Insurance.” 7 and creating a high-risk pool.
8 COMMISSIONER MURPHY:: Yes, that's the 8 Secondly, we recommend the adoption of
9 affordable -- 9 gpecific cost containment initiatives that will not
10 MS. SPECHT: Which lookslike it would 10 only help reduce costs, but will also attract many
11 develop apooling mechanism. And | guess, if the 11 of the young and healthy individuals who have not
12 rest of my colleagues out there are getting 30 12 chosen to purchase coverage, thereby improving the
13 percent increases, I'm better to sit asan island, 13 overal risk pool. Some of those examplesinclude
14 but how horribleisthat? | mean, | really think 14 removing the tobacco and wellness rate factors from
15 that some buying clout would make sense. 15 the two-to-one rate band, allowing greater
16 COMMISSIONER MURPHY': Thank you. 16 flexibility on tiered networks and limited networks,
17 John Sullivan. 17 and strengthening the Determination of Need process
18 MR. SULLIVAN: Good morning, Commissioner, |18 to addressfacilitiesthat provide care.
19 Counselors. John Sullivan, Blue Cross Blue Shield 19 Thirdly, there are ripe administrative
20 of Massachusetts. Thank you for the opportunity to 20 simplification initiatives that we urged the
21 testify today. | know this has been aworthwhile 21 Division to adopt. For example, we recommend
22 endeavor in terms of hearing from small businesses 22 alowing greater flexibility to cancel discontinued
23 who are our customers, and the messages that they 23 products that are closed to new members and
24 have been giving are being relayed back to the home 24 streamline administrative requirements and data
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1 requeststhat are taking place from various state 1 ableto provide more affordable health insurance for
2 agencies adding to the cost of care. 2 small businesses.
3 Lastly, we wish to emphasize that a broader 3 Asthe recent reports from the Attorney
4 statewide payment reform is the best way to address 4 Generad's Office and the Division of Health Care
5 long-term affordability. We fully support the 5 Finance and Policy indicated, Massachusetts health
6 recommendations of the Payment Reform Commission, 6 care costs and the prices we pay for medical
7 which voted unanimously to move away from the 7 services are significantly higher than the national
8 current fee-for-service program to a more global 8 average. For example, the state's Division of
9 payment system within five years. 9 Health Care Finance and Policy noted that
10 Blue Cross Blue Shield of Massachusetts 10 Massachusetts health care costs are 15 percent above
11 strongly believes that these critical reforms are 11 what we pay nationally.
12 necessary, and we recognize that solutions are 12 In order to make health care costs more
13 needed both in the short and long term. 13 affordable and health insurance more affordable for
14 However, rate caps, as we have said before, 14 small businesses, we recognize that we need to do
15 arenot the answer. Any regulatory approach that 15 something to get at the underlying health care costs
16 does not present health plans with adequate fundsto 16 and specifically what we pay for services.
17 cover the underlying costs of care will quickly lead 17 To that end, we would like to note that
18 to issues of financial solvency, and a potential 18 last January, when the Governor had asked health
19 member or provider network would be disrupted. 19 insurance executives, hospital representatives, and
20 Any temporary plan that seeks to 20 folksfrom the physician community into his office
21 artificially cap rates at alevel other than the 21 last January, over the concerns with rising health
22 rea cost of the underlying care would also have the 22 care costs, and urged folks to come together to
23 effect of creating a gap between the true cost of 23 offer aternative solutions, our association
24 medical services and the price of the insurance. 24 answered the call, and we came up with what we call
Page 26 Page 28
1 That concludes our testimony. | would be 1 the Affordable Health Plan. It's House Bill 4452,
2 happy to answer any questions. 2 and it wasfiled by Senator Richard Moore and
3 COMMISSIONER MURPHY': Thank you, Mr. 3 Representative Harriet Stanley, the Chairs of the
4 Sullivan. 4 Hedlth Care Financing Committee.
5 Eric Linzer? 5 What the bill doesisthreethings. First
6 MR. LINZER: Good morning, Commissioner 6 it setsanew product in the marketplace designed
7 Murphy, Counselor Bagley, Counselor Parker. Thank 7 for small businesses that would be on par with the
8 you for the opportunity to testify this morning. 8 Connector's Commonwealth Choice Bronze level
9 For therecord, my nameisEric Linzer. I'm the 9 product. We recognize that it's a product that many
10 Senior Vice-President for the M assachusetts 10 folksare moving to, both from a small business
11 Association of Health Plans. We're a nonprofit 11 standpoint, but also from an individual standpoint,
12 trade association that represents 11 health plansin 12 because it does provide alower-cost premium, abeit
13 the Massachusetts marketplace. 13 with -- built off of a high-deductible plan.
14 Like many before me, we do share the 14 The proposal would also add two other
15 concerns of small businesses with the rising cost of 15 components designed specifically to get at what we
16 health care. We recognize that rising health care 16 pay for health care and to provide some relief to
17 costs have been a major impediment to improving the 17 small businesses. Firgt, it would set arate for
18 Massachusetts economy and recognize that small 18 providers paid for services for this particular
19 businesses are struggling. 19 product to no more than 10 percent above what the
20 At the same time, we think it's important 20 federal Medicare program pays. Second, it would cap
21 to notethat the rising costs of health care and 21 hedlth insurance profits for the entire small group
22 premium increases are inextricably linked, and until 22 market to no more than 2 percent.
23 we do something to address the underlying costs for 23 Taken together, these three components
24 medical services, it will makeit difficult to be 24 could cut the costs of small businesses by as much
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1 as 22 percent. 1 That concludes the list of individuals who
2 Now, the chart to my right indicates what 2 signed up on today's sign-in sheet. | know some
3 individuals at different age groups going through 3 people have comein sincethen. Isthere anyone
4 the Connector today, if they were purchasing 4 elsewho would like to come forward and speak?
5 coverage for this month, would pay by cutting the 5 MR. VanSCIVER: Yes. | would like to
6 premium by up to 22 percent. For example, an 6 speak. My nameisKen VanSciver. | own acompany
7 individual age 40 today would probably be paying on 7 inTownsend. It'sanindividua rep organization,
8 average about $296 per month. Reducing the premium 8 Data Power of New England. And because I'm a
9 by 22 percent would cut it by $65 or as much as $780 9 one-man show, | haveto first join something in
10 annually. 10 order to get agroup rate. | haveto join the
11 A family of four, with two individuals, 11 Chamber, afew hundred dollars ayear, that's fine.
12 both over the age of 40, probably would pay about 12 My premium last year, with one daughter
13 $904 today in the Fitchburg area. Cutting the 13 home, for agood plan, was $1682 a month. She got a
14 premium by 22 percent would reduce it by almost $200 |14 job. It went down for one month to $1182, a savings
15 per month and almost $2400 per year. 15 of $500. | enjoyed that $500 for one month, because
16 What this means for small businessesis 16 the new ratesin April for the same plan went up to
17 that a company based here in Fitchburg with 40 17 $1782. | don't know where the 17 percent and 19
18 employees, with amix of individuals, somein their 18 percent and 10 percent, | don't know where al of
19 30s, somein their 40s, some on individual coverage, 19 that is coming from. Mine went up 51 percent, which
20 some on family coverage, may pay roughly $495 per 20 is-- you could have knocked me over with afeather.
21 employee per month. Cutting the premium by 22 21 | have awife who has had two cancer
22 percent would reduce that employer's cost by about 22 surgeries, chemo. | can't afford to move around.
23 $109 per employee per month or $4300 per month for 23 And | seethisplan, which is nice, but health
24 those 40 employees, which would then tranglate out 24 insurance shouldn't be rolling the dice. Y ou should
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1 to asavings of roughly $52,000 per year. 1 be covered.
2 Now, we recognize that, again, thisis not 2 In order to take alesser plan, | reviewed
3 aperfect solution. The bill would sunset within 3 every single thing | could to see what kind of plan
4 threeyears. Thiswas geared for two things: One, 4 | could go to, and the deductibles went higher,
5 to provide some relief to small businesses until the 5 higher, higher. Her scans at a certain point, which
6 economy gets moving again; and second, it recognizes 6 she hasto have four ayear, are not covered if | go
7 that the state is in the process of moving towards a 7 to alesser plan for less premium. And it just
8 system of reforming the payment system, but that 8 seems like the insurance companies or whomever, they
9 experts and others who have been involved with that 9 got it al figured out as to what plans you can have
10 process recognize that that may take up to five 10 and how they're still going to make their money or
11 years. 11 somebody is going to make their money, and the
12 Well, small businesses can't wait that 12 consumer is constantly going to get it stuck to
13 long, which iswhy we think it's important that both 13 them.
14 health plans and hospitals and doctors all provide 14 So | had to go to alesser plan right at
15 some sort of short-term sacrifice to be able to 15 the break, so that her scans were still covered and
16 provide a more affordable product to small 16 her meds were till reasonable, and that's now an
17 businesses. And we would urge that the Division 17 increase of 37 percent instead of 51 percent. So
18 include this House Bill 4452, the Affordable Health 18 now, with my daughter gone, | went from 1682 to 1182
19 Plan, in any recommendations that it providesinits 19 to 1782 to 1627, till completely unacceptable. And
20 report to the Governor. 20 I'mstuck. | don't know what I'm going to do with
21 We appreciate the opportunity to testify, 21 the condition that | have in my family.
22 and we would be happy to take any questions. 22 So | think there's alot more people like
23 COMMISSIONER MURPHY: Thank you, Mr. |23 me out there, and these higher deductibles really
24 Linzer. 24 aren't -- it'snice, it'sanice bridge, and |
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1 appreciate, you know, what everybody istrying to 1 MRIs get done when a doctor buys a MRI machine for a
2 do, but they have this health care plan that the 2 million dollars and starts doing them very randomly
3 President and his people are trying to push through, 3 and not necessarily when they need to get done. |
4 and | really think that alot of people aren't 4 think we're overinsured.
5 unhappy with their health plans. | think they're 5 | think another that problem providers face
6 unhappy with their premiums, and that's really where 6 isliability. | have heard that their insurance
7 theproblemis. 7 premiums for medical liability can be a quarter
8 It isn't athing of coverage. It'sapoint 8 million dollars ayear, which to the average person
9 of how much it costs an individual consumer. And 9 isridiculous. There needsto be some reform with
10 being a one-man operation, and having to join a 10 being able to sue your provider. That definitely
11 group so | can be agroup, and then get it stuck to 11 needsto go into effect from the provider's side.
12 meanyway, | don't seethat as progressat all. | 12 We had thought of -- we had been approached
13 don't -- 51 percent is absolutely ridiculous in one 13 by Blue Crossto come out and work with them to
14 year. 14 design aplan. We came up with a plan that would
15 So that's my story, and I'm sure there's a 15 work something likethis: If you need an MRI done,
16 lot morelikeit out there. Thanks for listening. 16 you have to make sure that you need it done. You
17 COMMISSIONER MURPHY': Thank you. 17 need a second opinion first to make sure that the
18 MR. LIVELY: Good morning. I'm David 18 testisneeded. Then you go to three placesto get
19 Lively, aninsurance broker. I've been doing this 19 three different prices, or you pay 10 percent of the
20 about 25 years, and | remember saying that, when 20 cost, which would bring in consumerism.
21 premiums got to $700 for afamily, people would no 21 Again, the big problem with medical
22 longer buy health coverage. 22 insurance isthereis no consumerism in what you do.
23 Thereality isthat Americanswill not -- 23 Weall get brand-name medicines because our doctor
24 cannot pay for the coverage they demand. They 24 sayswe need them. We al get MRI's because our
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1 demand great coverage, yet the premiums are 1 doctor says we need them. We have hospitals that
2 unaffordable. From Martha Coakley's study recently, 2 aredischarging people too quickly, because the rate
3 it clearly put the blame where it needs to be, on 3 of people going back in for the samething is
4 the hospitals and our providers. 4 through the roof.
5 She mentioned in her study that so many 5 This plan sounds great. What it doesisit
6 doctors and hospitals are able to charge whatever 6 limitsthe cost that doctors and hospitals are going
7 they want, and that's a problem with medical 7 to make, 10 percent above the Medicare rate, which
8 insurancein general, because it's the payment 8 I'm going to bet is aheck of alot less than most
9 system that works out. We pay the insurance 9 providers charge now. The other thing that should
10 company. The insurance company pays for our 10 bebuilt into it is some consumerism. Having people
11 prescriptions, our provider, our hospitalizations. 11 take stock, maybeit's 10 percent of the cost that
12 Then we look and say, "Bad insurance company because |12 they pay, or something where you can drive
13 they raised my rates.” We have no consumerism in 13 consumerism or having to go to three different
14 medical insurance. It'slike buying a car, and you 14 places.
15 pay $100, everybody is going to buy a Mercedes. 15 Blue Cross recently came out with atiered
16 Y ou know, the problem isreally, again, how 16 network plan, which somewhat addresses this,
17 the system works, because we get hit with increased 17 because, if you go to amore expensive hospital that
18 premiums, yet we have no consumerism in the choices |18 still has the same outcome or a poorer outcome, you
19 we make. Health plans are starting to address those 19 pay more for that. That brings consumerism into the
20 with, like Ken mentioned, the incidental copays for 20 planto some degree. But again, it's the consumer
21 MRIs, expensive testing, because doctors and 21 whoisgoingtolook at it, who hasto goto aTier
22 hospitas, you really need to question your 22 3 hospita, as abad plan, because they have to pay
23 provider. They are businessmen, and they are 23 more. There needsto be education and consumerism.
24 looking to make money. | can't imagine how many 24 Employees, business owners, and people need to get
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1 intouch with what the costs are. 1 COMMISSIONER MURPHY : Thank you, Mr.
2 Explanation of benefits should be mandated 2 McKeehan.
3 to be sent out with every cost item that's done, so 3 MR. WARDEN: Hi. My nameisMatt Warden.
4 anindividual seeswhat Lipitor actually costs, 4 I'm President and CEO of Central Mass. Web Design.
5 because al they care about is"What's my copay?"' 5 | wanted to come and talk to you today because |
6 That'sall that matters. 6 don't offer health insurance to my employees, and
7 Insurance carriers have gonein the right 7 there'sapolicy right now in the State of
8 direction to incentivize plans very effectively to 8 Massachusetts that when you get to 11 full-time
9 get people to get higher deductibles, hoping that 9 equivalents, you need to offer it; it'sthe law,
10 utilization would drop off. It really hasn't, 10 correct? If you want this economy to come back,
11 because people still listen to their doctor, and 11 that'saproblem. | won't hire five more sales reps
12 when you need a major surgery done, you're going to 12 to go out and sell my product and services, because
13 haveit done, no matter what the cost is, because 13 that puts me over the number.
14 you only pay a deductible or copay. 14 In speaking to what alot of other people
15 So | feel something needs to be done to 15 have said, there'salot of concern about rates out
16 bring consumerism into the plan and definitely 16 there, monthly premiums, which iswhat the business
17 addressthe runaway costs that providers and 17 owner isgoing to haveto front. I'vebeenin
18 hospitals are charging. 18 search for an affordable health care plan for three
19 COMMISSIONER MURPHY': Thank you. 19 years. I'vetaked to multiple agents. | have one
20 Is there anyone else who would like to 20 who | consider to be agood agent who | talk to two
21 speak? 21 or threetimes ayear.
22 MR. McKEEHAN: Good morning. I'm David 22 But | will not buy health insurance for my
23 McKeehan, the President the North Central Mass. 23 employees when I'm listening to people talk about
24 Chamber of Commerce. And first of al, | want to 24 17,19, 20, 50 percent increases, because then what
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1 thank you for setting up this hearing herein 1 happensis, No. 7 employee, last in, first out,
2 Fitchburg, which isimportant to the small 2 they're getting laid off, because |'ve got to keep
3 businesses in this community. 3 the businessrunning. | can't just offer health
4 Our Chamber has 1400 members, 80 percent of 4 insurance today, and then when it becomes too costly
5 whom are five employeesor less. | sit hereand 5 inoneyear go, "Oh, guys, by the way, I've got to
6 listen to the comments of small business people, and 6 dropit," andif I'mat 11 full-time equivalents, |
7 I'm sure you have heard as many as we do, because we 7 can't legally do that anyway, you know.
8 get calls every day with the same concerns that 8 So it'samajor problem. Listening to some
9 you're hearing this morning and you've heard in your 9 other people who spoke about interviewing
10 other hearings. 10 candidates, you know, it happens. You ask themin
11 There's nothing, in terms of silver 11 theinterview process, "Do you heed insurance?' You
12 bullets, that | can add to the discussion this 12 know, you want to know if thisis something that
13 morning. | know that the consistent theme that 13 they want to have when you hire them.
14 you've heard this morning and we continue to hear is 14 | lost an employee last summer, avery good
15 that the focus needs to be on the cost of health 15 employee, a 27-year-old, male who wanted to drive,
16 care. 16 instead of driving from Sterling to Gardner to work,
17 Certainly there are some things that you 17 he wantsto drive from Sterling to Waltham, not
18 have under consideration that | think have merit. 18 because his pay was more. His pay was the same.
19 The group affinity programs that are being discussed 19 It's because he got benefits. He got an 80 percent
20 may well be a partial solution, but the ultimate 20 benefits package.
21 solution isthe focus on the cost of health care, to 21 | can't compete with that. How do |
22 deliver alower premium to small business people. 22 compete with the people down in Boston when that's
23 Again, | want to thank you for being here 23 what they're offering? So for now, I've kind of
24 thismorning. 24 leveled out at the fact that I'm going to keep that
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1 eight, nine, ten full-time equivaent level until 1 So there's alot of different variables out
2 something changes. 2 there. | have also been in other situations where
3 Now, | know that when | offer health 3 I've seen the president of Hayward Hospital talk
4 insurance benefits, not all my employees are going 4 about the cost shifting that goes on, that Medicare
5 totakeit. Andyouknow what? That's a blessing 5 and Medicaid pay one rate, and then the hospitals
6 to me, because then | won't have to pay my 50, 60, 6 have to make up the difference, so they haveto
7 70 percent of whatever itis. But that's another 7 shift that cost over to the private sector and the
8 thing -- | don't know everything about health 8 insurance companies.
9 insurance, but as I've been investigating it, 9 There'salot of variablesthat haveto be
10 different plans require different percentage 10 addressed. And | think what my clients really want
11 contributions by companies, you know. 11 toseeismore options. Thisoptionisvery
12 Soit'sall kind of agray areato me, and 12 attractive, dropping premiums by 22 percent. Blue
13 that'swhy | rely on that one person, but that's a 13 Cross came out with the tiered program. That also
14 hugerisk, to bring on thousands and thousands of 14 rewards hospitals and doctors for efficient
15 dollars amonth when | could be bringing on 15 operations. These plans are very effectivein
16 employees, growing my revenue, expanding my reach, |16 giving clients the options that they need to choose
17 and adding more tax base to the State of 17 that's going to be effective for them in their
18 Massachusetts. 18 business operations.
19 I've actually considered, instead of being 19 Some other options, | mean, as afinancial
20 Central Mass. Web Design, being Southern New 20 advisor, | deal with alot of high net worth
21 Hampshire Web Design, and driving 20 more minutes 21 individualsthat would love to self-insure, and now
22 and not having all these problems. And people need 22 that's not an option anymore. Businesses don't have
23 to think about that, becauseit's crazy. | could go 23 the option to self-insure.
24 to Southern New Hampshire, and | don't know their 24 | know that the Division of Insurance asked
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1 laws, but | probably could have 12 full-time 1 Megato leave, Mega Life and Health, and granted
2 equivalents and not have to offer it. | mean, 2 they had some sales professionals that were very
3 that's a huge barrier to growth, something to 3 unethical and they mis-sold alot of products, but
4 consider. 4 those products were incredibly valuable to my high
5 COMMISSIONER MURPHY: Anyone else? 5 net worth clients. They had the liquidity to pay
6 MR. McGUANE: Thank you for having this 6 the high deductibles. They paid avery low premium
7 forum. My nameis Ryan McGuane. I'm actually 7 to have catastrophic coverage. They paid al their
8 fourth generation at Foster Insurance. And | was 8 doctors appointments out of their own pocket. They
9 lucky enough to come on board about five years ago 9 understood what they were purchasing.
10 asafinancia advisor, and right as we were doing 10 Now, | never represented that company, but
11 health carereform, | got thrown into the role of 11 other local professionalsdid. And | would gladly
12 handling all the problems that our business clients 12 refer them clients in the situation that it made
13 have, seeing that we insure closeto -- alittle 13 sense for them financially.
14 under athousand. 14 So | think that having more options for
15 A lot of my clientsthat | represent have 15 clientsto choose from would be probably one of the
16 said alot of the same exact problems that alot of 16 most valuable steps moving forward.
17 people have come here today to voice. | had agirl 17 Thank you.
18 in our office that worksfor us. We have about 18 18 COMMISSIONER MURPHY : | appreciate your
19 employees, and she started crying when our health 19 comment on more options. In the package that the
20 insurance premium went up 20 percent, "How am | 20 Governor filed on February 10th, he's requiring that
21 going to afford that?' I've had other clients that 21 each health plan offer at |east one selective
22 only insure 11 or 12 people that have to pay over 22 network plan that's at least 10 percent cheaper than
23 $100,000 ayear to insure them. That's a cost that 23 thefull network. We've heard through our hearings
24 -- they could have hired three more empl oyees. 24 that there was at least one carrier that had such a
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1 network plan with a 20 percent cost differential, 1 reimburse $900 of those hospital copayments and $100
2 but for whatever reason they weren't really 2 of the emergency room copayments.
3 marketing it. So | appreciate your comments. 3 But that's just a cost that goes to
4 Is there anyone else who would like to 4 gtraight to the bottom line. How long can a
5 comment today? 5 employer afford to do that? So it goes back to the
6 MR. QUIRK: Hello, folks. My nameis Mike 6 question of why stay or why come here, when you
7 Quirk. I'm the Human Resources manager for Foster 7 don't have to worry about that in Rhode Island or
8 Tech Opticsin Leominster and also aresident of 8 New Hampshire or Connecticut or wherever else.
9 Fitchburg. 9 | appreciate you folks coming out and
10 | believe the gentleman from Central Mass. 10 talking to ustoday and listening to us. The other
11 Web Design hitsthe nail pretty well on the head. 11 problem | want to add is, if you increase these
12 With the costs of health insurance in Massachusetts 12 copayments, you increase these deductibleslike
13 going where they are, why do employerswant to come |13 people are talking about, well, eventually we bump
14 here, and why do employers that are already here 14 into something else that's part of the Connector
15 want to stay? 15 program, and that's called Minimum Creditable
16 Y ou folks put the Connector planin place a 16 Coverage.
17 couple of yearsago. A lot of it was well 17 I'm a member of the Central Mass. Employers
18 conceived, some of it not quite so; for instance, 18 Association, and alot of my peers are already at
19 the fact that folks can come on and off the 19 MCC. They have nowhere elseto go. They can't get
20 Connector any time they want. Thereisno open 20 a 30 percent increase down to 15 percent or 10
21 enrollment like we have in the business world. 21 percent, because they can't increase their
22 So you've got healthy individuals who just 22 deductibles anymore. What do they do? Can they
23 pay the penalty, because it's cheaper than it isto 23 drop the plan altogether? Well, that's not legal.
24 jointhe Connector. So they just stay off of it 24 Most of those people have more than 11 full-time
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1 until such time that they need to have surgery or 1 equivalents.
2 they have an accident or something, and they jump on 2 So, again, | appreciate your coming out
3 theplan. And assoon asthey'refine, they get 3 today and listening to what we have to say, and |
4 back off again, so you end up with adverse 4 just urgetoyou keep at it. Thank you.
5 selection. 5 COMMISSIONER MURPHY : Thank you, Mr. Quirk.
6 To talk about my own company, I'm abit 6 Is there anyone else who would like to
7 humbled by some of the information I've heard here 7 comment today?
8 today. My insurance broker has been telling me for 8 MR. FLAHERTY: Good morning. My nameis
9 awhile how lucky we are to just have a 16 percent 9 Kevin Flaherty, and I'm the Vice-President of
10 increase, and | guess that's actually the case. 10 Operations for Ramsey Rehab. | think --1 am a
11 That'swhat it would have cost us to keep our plan 11 provider, and I'm also an employer too, aswell, so
12 the sameyear over year. We did make some changes 12 | think | come with an interesting perspective.
13 that were able to get us down to 4.8 percent, but 13 | have very similar comments that alot of
14 that doesn't come without a cost. 14 the other small business owners have in regard to
15 We have a copayment structure at my company 15 the cost of their insurance. It'sonly onup. The
16 that had been $250 for same-day surgery, $500 for 16 only timeit went down over the past few years for
17 hospitalization, $75 for emergency room visits. We 17 usto offer our insurance for our employee was to go
18 basically doubled that this year, $500 for same-day 18 to alesser plan that we didn't feel was -- it was
19 surgery, $1,000 for hospitalization, and $150 for 19 our only choice.
20 someone to visit the emergency room. 20 We had asimilar situation where we were
21 Now, we have a health reimbursement 21 ableto get agreat rate from Blue Cross for one
22 arrangement where we pay alarge portion of those 22 year, but then the next year, the only way we could
23 copayments. We reimburse employees $450 for their 23 keep that great rate less than a 10 percent increase
24 same-day surgery copayments. We're going to 24 wasto go to aplan that offered the higher-end
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1 deductible. 1 quality and lesser fees, they would be reimbursed at

2 Asaprovider, wefall under the 2 ahigher rate than someone who overutilized

3 deductible. So physical therapy servicesis 3 services.

4 actually a service that someone has to meet the 4 We recently went from a system with Blue

5 deductible before the insurance starts to kick in. 5 Cross two or three years ago where a client could

6 So what we're seeing now is where we bring 6 comein and have as many, up to 30 sessions, aswas

7 aclient infor physical therapy services, make a 7 deemed medically necessary, to now they can only

8 recommendation on their services, the recommendation 8 haveeight. And when they have -- once they

9 that we make is many timesirrelevant, because it 9 get eight, they have to go under amedical review.

10 al hasto do with what can the person afford. 10 So what that forces us to do as providers,

11 We may say, "We would like you to comein 11 it forces usto have to just do more paperwork. It

12 for eight sessions, "and then they say, "Well, | 12 usually aso requires another phone call. So not

13 can't afford that." So where we are making a 13 only are we trying to work with customers, we're

14 professional decision on that person's headlth, at 14 doing more paperwork, and then we have to be

15 the end of the day, it comes down to that 15 interrupted from our work with the customer to take

16 person's-- what their copay is going to cost. 16 aphone call from arepresentative from Blue Cross

17 The other end, as a small business provider 17 tojustify why that person needs two extravisits.

18 of lessthan 40 employees, we are not seeing 10 to 18 It's not like we're saying they should have

19 15 percent increasesin our charges for what we're 19 50visits. We're saying our average number of

20 hilling for our services. If anything, it's 20 visitsinour clinicisaround 11 per patient, you

21 probably been lessthan 1 to 2 percent over the past 21 know, through the bell curve.

22 fiveyears. Wejust recently received aworkers 22 But there are plenty of other -- the talk

23 comp. increase, which we're very pleased to get, but 23 wasalot that this going from 30 to eight was

24 that wasthe first increase we had gotten in over 24 related to that there are plenty of other companies
Page 50 Page 52

1 tenyears. 1 out there that only do 30, everyone was seen for 30.

2 When | go to anational forum with other 2 So, from a Blue Cross standpoint, it made perfect

3 physical therapists, and | find out Massachusetts 3 sensefor them to say, "Let's start looking at what

4 workers comp. rates are the worst in the entire 50 4 isthe physical therapy -- what are the costs that

5 states, you know, | put my head down. And for me, 5 areincurred with that." So it made perfect sense

6 again, why would someone want to cometo 6 for them, but for providers like usthat are just

7 Massachusetts to either work in a profession or have 7 doing everything like we should, now it's just

8 to hire employees and pay for rates that just 8 increasing our administrative costs.

9 continue to go up and not go down? 9 Our medical insurance plan for our company
10 We've been talking within our professional 10 renewsin August, and | don't know what we're going
11 circlein regard to pay-for-performance issues, 11 to do with our rate increase, which, from what
12 which | think is something that you should seriously 12 people are saying, is going to be over 10 percent.

13 addressand look at. We feel that we run avery 13 Wewill probably have to lay off one to two

14 good business, avery ethical business, where we 14 employees as aresult of that to help offset that

15 provide good service to our customers that comein. 15 cost. | can't see anything else for usto do.

16 But there are not -- there are plenty of other 16 We're at a point where we'reright in the

17 providers out there that don't do that and are there 17 middle, where we don't have enough, where we could
18 essentially to make money off the customersthat are 18 try and sdlf-insure, but we don't have enough to

19 coming in through alot of different issues. 19 realy make it worth our while to go to the

20 I think having some type of standardsin 20 insurance companies and talk to them one on one.
21 regard to performance would be very -- would help to 21 We have a great insurance agent who was

22 takethe costs that are associated with the care and 22 heretoday, who has done a great job taking care of
23 help to put certain peoplein different pools. So, 23 us, but | hate talking to him, because every time he
24 if someone can provide the service with better 24 comesto talk to me, the number isover 10 percent.
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1 And August isjust not afun timein our 1 How do we absorb that kind of a coverage?
2 administrative offices at our company. 2 The state has Business Express. Business
3 So | think there'salot of people with a 3 Express was the affordable health care plan, and it
4 ot of the similar issues. | don't think we have 4 wasagreat idea, except it had a couple of
5 the correct solutions right now, but | think, if we 5 drawbacks. Y ou can only write afirst-of-the-month
6 don't find them soon, | think we're going to find 6 plan. For those of us who have been in the business
7 that there's alot more businesses that will 7 for many years, we moved plans from the first of the
8 continueto leave the state, and where we have a 8 month back to the 25th of the prior month to avoid
9 shortage of providers like ourselves right now, it's 9 that either quarterly or monthly increase. We have
10 only going to get worse. 10 alot of planswhich renew on the 25th of the month.
11 | want to just thank you for giving us all 11 We cannot do anything for those people right now.
12 the opportunity to come and chat with you. 12 We're stuck.
13 COMMISSIONER MURPHY': Thank you. Isthere |13 We have plans -- people mention carriers.
14 anyone else who would like to comment today? 14 Fallon announced a $27.3 million loss for last year.
15 Seeing none -- 15 The carriers are not the ones making the money.
16 MR MEYER: Could | address a couple of 16 It'sthe doctors; it's the hospitals. Wetalked
17 quick things? | know | got to speak earlier, but if 17 about Partners charging 30 percent more than any
18 you don't mind. 18 other carrier -- any other hospital. That's got to
19 COMMISSIONER MURPHY': Sure. 19 stop.
20 MR. MEYER: A couple of things. People 20 We talked about -- someone mentioned having
21 mentioned group purchasing, and group purchasing is 21 moreplans. | renewed asmall case or I'm renewing
22 agreat idea, but we looked at it in our town for 22 asmall caseright now. | went through Mass.
23 our regiona school system, and unfortunately one of 23 Business Trust, and we have 78 options, and that
24 thetowns has got a very old group, another town has 24 doesn't count Blue Cross. There aretoo many. The
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1 got avery young group. 1 carriers are spending afortune trying to administer
2 Let'sequateit to lifeinsurance. | am 65 2 all of these options. | think we need to get back
3 yearsold; my cost might be 90 cents. Mikeis25 3 to something more like this, where we have a Bronze,
4 yearsold; his cost might be 10 cents. Put them 4 Silver and Gold level, and Bronze, Silver and Gold
5 together, you come up with adollar. It's agood 5 have three levels each.
6 deal for me. Now I'll be paying 50 cents. Good 6 I'd like to know, where did you come up
7 deal for Mike? Where he would have been paying 10 7 with 17 to 22 percent on that? And one other
8 cents, now helll be paying 50 cents. Some of those 8 question, thisisthe Bronze level, low level, which
9 group plans don't work. 9 isthelowest level you can get. Bronze low level,
10 Mike mentioned Minimum Creditable Coverage. 10 thereis $2,000/$4,000 deductible, and you pay,
11 That's the minimum amount of coverage that we can 11 unlessyou take a generic drug, you pay 50 percent
12 havein order to have a plan that meets the state's 12 of the cost of adrug. You mentioned Lipitor. Do
13 guidelines. If we hit that, and most of my clients 13 you know what Lipitor costs? What doesit cost
14 have aready hit that Minimum Creditable Coverage, 14 MR. LIVELY:: $300 or $400.
15 where do we go next year? Where do we go thisyear, 15 MR. MEYER: Pay 50 percent of a$400 bill.
16 for those who have already hit it? Thereisno 16 That's hot going to fly.
17 placeto hide. 17 We talked about selective network plans.
18 People are talking about 10 percent 18 The carriersaren't offering those. They'retrying,
19 increases, 20 percent increase. We have seen 19 but they're not. The state does that --
20 increases that have been 65 percent. 65 percent, 20 | guess|'m done. Thank you.
21 that one increase alone equated to a $475,000 21 COMMISSIONER MURPHY': Thank you.
22 increase. | mentioned in my speech earlier that one 22 Please be advised that the record of this
23 of my clients got a minimum, the smallest increase 23 hearing will remain open until March 10th. Written
24 weve seen so far. That worked out to $141,588. 24 comments can aso be submitted through our e-mail
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1 address, smallgrouprates -- that's "rates’ with an
2 S-- @state.ma.us. With that, | do want to thank
3 you all for appearing today.
4 I myself, on apersonal note, I'm the
5 product of asmall business. | know that thistime
6 out of the office istime you could be working in
7 theoffice, as| hear from my brother on a constant
8 basis. So | do appreciate your appearing today, and
9 thank you very much.
10 (Whereupon the hearing was
11 adjourned at 12:08 p.m.)
12
13
14
15
16
17
18
19
20
21
22
23
24
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1 CERTI FI CATE
2 I, Carol H Kusinitz, Registered
3 Professional Reporter, do hereby certify that the
4 foregoing transcript, Volume I, is a true and
5 accurate transcription of ny stenographic notes
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