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officials an hour or so to testify and then
resume at the end of that hour with members of
the public, as.well as any other public
officials who ate. here.

·-'

We will a~ford ~ach public_speaker three
minutes ·to tes~ify.- At the end of that
three-mi~ute period, a bell·will go off over
here to my left.. Diane will set the bell, and
I would ask one~ the three minut.es is up for
you.to please conclude. your re~arks by
finfshing ._the sentence you are ~t that f!lOment
uttering. We ask this for two reasons:
First, to ··accommodate those member's of the
committee- who are dying! siJnply dying, to ask
you questions; ·as well as 'those members of the
public who are ~ying, dying to testify right
after you. ··So we ·would ask for your
cooperation. Beyo11d that,..please silence or
turn to vibrate your cell phones oi pagers
since they are somewhat distrac~ing to members
of the committee.
Are there any remarks from my Cochairman or
.the Ranki:Q.g Me~er?
SENATOR CALIGIURI:
REP. FONTANA:

No, thank you.

Very good.

With that we wil+ then proceed to the first
bill on oyr agend~, -Senate Bill 457 .. And we
have· no members of the public s~gned up to
testify on th~t bill, so our first testifie~
will be Ken Ferrucci of the State Medical
Society, if K~n's-here. And he is.
(Inaudible).

Welcome, Ken, please pr?ceed.

KEN FERRUCCI: Senator Crisco, ~epresentative
Fontana, members·of the committee, my name is
Ken Ferrucci.
I'm director of·-- I'm sorry .

•

o·oe 1 s1

3

md/gbr

•

•

January 27, 2009
INSURANCE AND REAL ESTATE
1:00 P.M.
COMMITTEE

I'm the Vice President of Government Relations
and Public Policy for the Connecticut State
Medical Society.
I just briefly wanted to take a second of your
time.
I did submit written comments on this
also, but just to express our support for this
legislation, but also to -- to point out that
the legislation before you does basically
state that it would be the medical loss ratio
as defined currently in the statute, which is
"incurred claims to earn premiums by the
number of years policy duration for all
combined durations." We just would suggest
that we revisit that statute, also, and more
clearly define and delineate such expenditures
and welcome the opportunity to work with this
committee's members to develop such a -- such
a definition.
I will submit to this committee
information from the American Medical
Association which does make recommendations
for how to define medical expense versus
administrative cost.
REP. FONTANA: Thank you, Ken. And I think that's
an interesting topic. A colleague of mine
said, "It's not actually the medical loss
ratio you're focused on so much as the other
side of it." So we'll look forward to getting
your additional commentary on how to perhaps
structure that. But your position is
essentially that it's important to let the
public know how managed care organizations are
vis-a-vis their administrative and overhead
costs?
KEN FERRUCCI: Right.
In -- in my written comments
I did state that we've consistently advocated
for transparency in all aspects of health
insurance industry. And we believe that
consumers have the right to know the exact
portion of their premium dollars that are

•
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spent directly on health care -- the delivery
of health care versus the administration of
'
that policy or reimbursement for nonmedical
expenditures within the company.
REP. FONTANA:
,;

Very good.

Thank you.

Are there questions from members of the
c<;>mmittee for Mr. Ferrucci?
Representative O'Connor.
REP. O'CONNOR:

Tha~k-

you, Mr. Chairman.

'Thank you, Ken, for your testimony.
With-the ~--as far as the transparency, would
that also include physicians or providers
providing what ·they would,: charge if an
individual were pot to have insurance. Let's
say a retail ~ate, so that just in case
something is denied or a walk-in through the
door, .they know what the price of that
particular procedure· is, would_ that be
included in your definition of medical loss
ratio and, also, of full disclosure and
transparency?
KEN FERRUCCI: Well, I -- I think we've had this
dif?cussion in -- in the past. And that is
something that -- that physicians are willing
to do. We just need to b.e very careful that
there often is a difference between certain
reimbursement levels. There would be
differenc~betw~e~ what the usual customary
charge wquld be for th~t type of service
versus what they would be submitting to
insurer versus what they're actually
reimbursed.
So often when you do receive an
explanation.of benefits from your insurer,
you'll see what was billed by the physician
was·actually paid to you.
So the~e is that

a

•
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transparency as far as what is currently
reimbursed to the physician, also to develop a
system in which the actual amount that is
reimbursed to a physician is disclosed.
I
think we•ve been part of that discussion and
we continue to do that, just like I said,
being careful that we•re not misleading people
to think that what is actually submitted to an
insurance comp~ny is actually what's being
reimbursed to that physician.
REP. O'CONNOR:
Okay. And then as far as -- just
to follow up on that, would you be disclosing
as part of this -- because I don't think you
can just look at the MCOs, an island unto
themselves, as the whole health care delivery
system where transparency is important that
the provider community, again, would be
willing to disclose what they may be making as
far as, you know, the charges, whether it be
the reimbursement level or what they would
charge, again, someone who is uninsured
versus, you know, some of your overhead in
some of yo~r administrative costs. Would you
be, in your community, be willing to disclose
that as well?
KEN FERRUCCI:
I guess I'm a little confused by the
question because there may be some ambiguity
ip what 'is reimbursed.
I mean, if it's
discussing.with an enrollee why they're in a
specific plan and why that physician has
joined that plan, there may be different
levels of copays, deductibles, that have
allowed that physician to accept a fee
schedule that varies from a different plan,
and products are different as you know, so
REP. O'CONNOR:
KEN FERRUCCI:

•

It would be in the aggregate.
In the aggregate?
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REP. o•coNNOR: Yeah, basically what you take in as
far as, you know, the cost of that particular
procedure in the health care delivery, versus,
let•s say, you know, some of your
administrative costs.
KEN FERRUCCI:
I think, if that was done, you would
really start to see how small the margin is
for physicians, how high the overhead is
versus what they -- what they actually bring
in as -- above that -- above that overhead.
So to develop a system to be consistent, you
know, we•ve been trying to be consistent, to
be more than happy to -- to do such a thing.
What we cautioned about in the past, like I
said, just kind of listing charges because
that•s not always clear. But that, you know,
for consistency sake be more than happy to
have a discussion as to an appropriate way
that we are able to look at every aspect of
the health care system to find out where every
dollar is going and how we•re spending our
money so we can have a more efficient health
care system and good quality care.
REP. o•coNNOR:

Thank you.

Thank you, Mr. Chairman.
REP. FONTANA:

You•re welcome, Representative.

Other questions for Mr. Ferrucci?
Seeing none, thank you, Ken.
KEN FERRUCCI:

Thanks.

REP. FONTANA: We look forward to getting your
additional suggestions on the definition of
loss ratio.
Next speaker we have down is Deb Osborn, to be

•
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followed by Bill Ehlers or Ehlers.
pronounced that correctly.

If I

Welcome.
DEB OSBORN:
Fontana and other distinguished
members of this committee, for the record, my
name is Deb Osborn.
I represent about 700
physicians in the ENT, eye, and dermatology
specialities and I'm here in support of Senate
Bill 457.
I also have to extend our
apologies. Dr. Ehlers will not be able to
make it. He is doing a cornea transplant, and
he is beside himself, but he said that he's
needed there more.

•

So what I would like to do is I have submitted
written testimony, and we are encouraging this
committee to consider an amendment to this
bill that would require those medical loss
ratios be presented to consumers and
businesses at the point of purchase. So not
only will this information be available in the
report card -- which I brought a copy of with
me today, which is about a 37-page report -but it would also be more meaningful to the
consumer if, at the time that they are
purchasing their plan, they know what their
premium dollar is; they know who the providers
are in their plan; they know the benefits that
they will be receiving; and they also know how
efficient that managed care organization is in
taking their premium dollars and delivering
health care. So I believe the issue has been
raised for another public hearing, and that we
would welcome the opportunity to come and
testify on that particular amendment, but we
wanted to also mention it today in the event
that we can't get anyone up here.
I'd like to close by leaving a quote with you
from President Barack Obama, who talks about

•
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transparency many times during the course of
his election and, most recently. Yesterday,
he quoted -- he's quoted as saying, 11 Whether
you believe the government ought to spend more
money or spend less, you should certainly be
able to agree that the government ought to
spend every penny efficiently and
transparently. Transparency is a prerequisite
to oversight and financial control.
Transparency is essential if we are to do
something about the billions of taxpayer
dollars being spent with no assurances that
the funds are going where they are needed. We
cannot reduce waste, fraud, and abuse without
knowing how, where, and why federal money is
flowing out the door. 11
I think this statement can clearly be used
here today in regard to the insurance industry
and their responsibility to the public to be
accountable for where the premium dollars are
going .
Thank you.

And I'll welcome any questions.

REP. FONTANA: Thank you, Deb. And you're correct,
there will be another bill that will be raised
on the subject, and so you'll have another
opportunity to bring Mr. -- Dr. Ehlers up if
he's not doing a transplant.
Just a quick question. Are you aware of other
states in the country and do they do things
similar? Do they disclose to consumers
through some sort of report card the loss
ratios? Is it common? Are you aware, is it
common for other states to disclose this
publicly to their citizens?
DEB OSBORN: Well, I don't know the statistics, but
I can get back to you on that. But I do know
that in a recent conference I was on with the

•
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AAO, that nationally people are looking for
more transparency because we can't get a
handle on statements when the industry says
that we're spending too much money and that
doctors are too expensive. We have no numbers
to compare that to, and we're very willing to
come to the table if it's our issue and that
we need to address our expenses, but without
that big picture of where those dollars are
going and how much of that money -- how much
of those premium dollars actually go into
health care, we have no starting point. They
have all that information.
REP. FONTANA: Well, I would agree with you that
transparency and efficiency are good things
and we ought to be promoting them.
Are there questions for Deb from members of
the committee?

•

Representative Megna .
REP. MEGNA:

Thank you, Mr. Chairman.

Deb, currently the loss ratios are reported to
the Department of Insurance. Correct?
DEB OSBORN:

Uh-huh.

REP. MEGNA:

Okay.

That is true.
Thank you.

DEB OSBORN: The -- the commissioner gets that
information, and it just does not get posted
or included in the report cards.
I'm not sure
exactly why he wouldn't post that information,
because it certainly is a good benchmark for
consumers to look at. But like I testified
previously, this report card is very difficult
to find on the website, and it is extremely
cumbersome and boring -- cumbersome and
lengthy. And, you know, for a consumer to go

•

000114

10
md/gbr

•

January 27, 2009
INSURANCE AND REAL ESTATE
1:00 P.M.
COMMITTEE

and look for this before they purchase a -or a business, they're just not going
to do that. But i~ we require the industry to
give th~se benchmarks at the time that that
consumer buys that product, now there's real
information that can be used.
premium~

REP. MEGNA:

Okqy.

Thank you.

Thank you, Mr. Chairman.
REP. FONTANA:

Thank you.

Representative O'Connor.
REP. O'CONNOR: -Thank you, Mr. Chair.
Hello, Deb.
DEB OSBORN:

•

, Hi .

REP. O'CONNOR: Just a quick follow-up to the
question I as~ed the previous speaker. Now,
maybe I'll rephrase it, but would your
constituent-'·group or the provider community in
general be willing to submit, you know,
quarterly or once a year documentation as far
as what your costs are, administrative costs,
and what actually you spend on providing care?
DEB OSBORN: I'm so glad you answered -- or asked
me that question because I thought about it
for a second, and I thought why is that
relevant? A consumer can choose to go to the
doctor of his choice within his plan, so there
are many cho~ces ~ut there for them to go if
they want a mole removed from their face and a
doctor says, Well, it's going to cost you
$200, becau~e they don't have insurance. They
can't do that if they have a plan out there.
They entrust that carrier to provide services
and benefits for them and they -- they hope

•
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that they'll do it in an efficient way to keep
their premium dollars low so that they can
afford health care.
It's the resp9nsibility of all of us to
provide some meaningful health care for all of
the residents, in Connecticut, and in order for
us to do that, w~ need to get the big picture
and find out where these dollars are going.
You know, I don't think that there •'s going to
be a problem.
I think if you go to a doctor's
office and ask him, you know, what are you
going to charge me for this particular
procedure? You're going to get that
information up-front.
REP. O'CONNOR: So, for the record, you're saying
that, again, your constituent group would be
willing to provide'your costs--

•

DEB OSBORN: Not costs.
perform

How much it costs to

REP. O'CONNOR:
in administrative costs, and to
perform that, you know, and differentiate your
administrative costs, your overhead, versus
the actual health care delivery?
DEB OSBORN:

Why is that relevant?

REP. O'CONNOR: Because that -- I think it -- from
my opinion, it's part of the overall health
care delivery sy$tem, if you're going to have
the MCOs, the providers are part of that
equation and then you have the consumer at the
back end making a financial decision.
Thank you, Mr. Chair.
REP. FONTANA:

Thank you, Representative.

Other questions for Deb from members of the

••
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committee?
Seeing none. Thank you. And we look forward
to seeing you down the road at another public
hearing.
DEB OSBORN:

Thank you.

REP. FONTANA: Since Dr. Ehlers is not with us
because of his need to perform a transplant, I
believe that concludes testimony on Senate
Bill 457, unless there is somebody who didn't
sign up or who signed up after we got the list
who would like to testify.
Seeing none, we will proceed to Senate
Bill 461. And, at this time, I have neither a
member of the public nor a lobbyist signed up
to testify on Senate Bill 461, So do we have
anyone here who did not get a chance to sign
up for 461 who'd like to testify?

•

Seeing none, we will proceed to House
Bill 5670 1 And I regret to say that I do not
have with me a copy of the sign-up from
members of the public for 5670, so are there
members of the public who signed up to testify
on 5670?
If you did sign up and you don't know if you
signed up, that's fine.
We can go to some of
the members of the public who would like to
testify on that. So with that, we have Ron
Thomas to be followed by Christine Capiello.
RON THOMAS: Good afternoon, Representative
Fontana
REP. FONTANA:

Good afternoon.

RON THOMAS:
Senator Crisco, members of the
committee. My name is Ron Thomas, manager of

•
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REP. FONTANA:
If you wouldn't mind, Sue, that
would be great. Because I think it's helpful
to have greater detail in terms of what's
going on out there in the market -SUSAN HALPIN:

Sure.

REP. FONTANA:
-- because I think that sort of, as
you indicate, the way we are heading --

•

SUSAN HALPIN:

Uh-huh.

REP. FONTANA:

-- should be heading --

SUSAN HALPIN:

Uh-huh.

REP. FONTANA:
-- and hopefully will be heading in
the near future, so it's helpful to know what
actually is going on out there in terms of
promoting wellness and prevention.
Particularly as some plans seek to raise,
however minimally
SUSAN HALPIN:

Uh-huh.

REP. FONTANA:
-- the copays and deductibles for
various reasons, many valid reasons.
SUSAN HALPIN:
you.

I'd be happy -- happy to do that for

REP. FONTANA:

Great, thanks.

Are there questions for Sue from members of
the committee?
SUSAN HALPIN: And just for the record, I got
caught up in another meeting.
I did want to
say for the record on Senate Bill 457
regarding the consumer report cards, that we
welcome the inclusion of the MLR in the
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managed care report card, so, thank you.
REP. FONTANA:

That's good news.

Thanks.

SUSAN HALPIN: And I know there will be more to
come on that issue.
REP. FONTANA:

I'm sure.

SUSAN HALPIN:

Thank you.

REP. FONTANA:

Very good.

Seeing no questions.
SUSAN HALPIN:

Thank you, Susan.

Thanks.

REP. FONTANA: Okay. And, again, now we have
Christine Capiello to come back.

•

CHRISTINE CAPIELLO: Good afternoon, Senator
Crisco, Representative Fontana, members of the
Insurance and Real Estate Committee. For the
record, my name is Christine Capiello.
I'm
the director of Government Relations for
Anthem Blue Cross/Blue Shield.
We're here to reluctantly speak against Senate,
Bill 459. We're concerned about that it will
raise costs substantially. We strongly
believe in preventative care.
In fact, our
youngest members, children up to 12, have no
copays for preventative care. But extending
that benefit to all members would
substantially rise costs to our members at a
time when cost is a concern to them. And
we're also concerned because preventative care
is not necessarily defined -- completely
defined in the bill.
It's included but not
limited to, and so that lack of definition
concerns us as well .
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The Connecticut Association, of Health Plans is pleased to provide testimony on SB 457 AAC
Consumer Report Cards.
Health plans currently provide this information to the Department oflnsurance and,we would
welcome its inclusion in the report card.
Many thanks for your consideration.
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Good morning Senator Crisco, Representative Fontana, and distinguished members of the Insurance
Committee.

My name is Debbie Osborn I am the Executive Director for over 700 physicians practicing

ophthalmology, dermatology and ENT medicine in Connecticut, I am here today to support SB457 and to suggest

----

..

further amendments that would help strengthen this bill and provide real and useful information that would allow
consumers to compare the efficiency of Managed Care Organizations in managing their healthcare premium
dollars.
People and businesses in the United States are facing economic challenges that are unprecedented in our
lifetime, and it has become increasingly important for patients to become infonned consumers and partners in their
own health care. Currently, there are physician profiles available which allows patients to research their providers,
and with the growing popularity of the World Wide Web, it is easier than ever for them to select a highly skilled
and expertly qualified physician. Patients routinely use the web to learn more about their health problems and the
treatment options, prognosis, and other resources available today. Consumer health care education, however,
comes to an abrupt halt when it comes to insurance companies and Managed care organizations.

We spend a great deal of time selecting our providers, who may or may not be "in-network", but we have
only limited access to infonnation that would enable us to make informed decisions about the insurers we select.
This includes the details about insurers that actually provide coverage for the various treatment options available
and their efficiency in managing premium dollars. Too often, we as consumers review only the cost of the

premium and the provider networks to see if our "doc" is there, when making a choice on which insurer is better.
Consumers need more information to make informed decisions on the overall performance of the carrier. They
need to know how much of their healthcare premium is being spent on direct healthcare costs. Doesn't it make
sense for consumers to purchase a policy which is reasonably priced and uses more of their premium dollars on
benefits versus administrative costs- including run-away bonus compensation packages for CEOs and marketing
expenses?
SB 457

Ls a good start to providing this much needed transparency.

The Consumer Report Card has many

important statistics on Managed Care Companies, and organizations such as CSEP know that these report cards
exist and benefit from the publishing of such reports. But many consumers are not aware of the existence of the
Insurance Department Consumer Report Cards or how to access them. This is problematic and defeats the pwpose
of providing transparency. We can do better. First- we must understand that it is vital that Business' and
Consumer's are given the medical loss ratios at the point of purchase as well as being published in the Report of
the Department of Insurance's "Comparison of Managed Care Organizations in Connecticut".

By amending

SB457 to include this provision we strengthen this important transparency bill by providing useful information to
consumers that is timely (point of purchase). We therefore strongly support an amendment for SB 457. that
requires all proposals or descriptions of a health care plan include the medical loss ratio information at the
point of purchase to the consumer.
Obviously, selecting an insurer that spends more of its revenue on health care is an indication that it is
more likely to cover needed health care services. Transparency is the best way to insure competition, better
performance and the checks and balances needed to insure cost control and accountability in an industry that like
the investment banking industry has gone far too long unchecked.
We as Americans cannot afford another industry bailout nor can we afford the ever rising healthcare
premiums which seem disconnected- in the eyes of healthcare providers- to direct healthcare costs.

Healthcare

000241'·

providers across the state hope you will take this important step towards Transparency and shed some light on the
high price of healthcare premiums and ultimately make us all better consumers with this knowledge.
Please support both SB 457 and the suggested user-friendly amendment. Thank you

RICHARD BLlThffii\'THAL

55 Elm Street
P.O. Box 120
Hnrtford, cr 06141·0120

ATTORNEY GENERAL

Office of'Dte Attorney General

State of Connecticut
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ATTORNEY GENERAL RICHARD BLUMENTHAL
BEFORE THE INSURANCE AND REAL ESTATE COMMITTEE
JANUARY 27, 2009

I app1·eciate the oppm1unity to support Senate Bill4571 An Act Concerning Consumer
Report Cards. Tlus proposal requires the disclosure of medical loss ratio information on the
annual-Insurance Department consumer report card for health,insurers.
Currently, health insurers must disclose medical loss ratio information to the Insurance
Commissioner. In the past, the Insurance-Commissioner has not released this informa~ion
publicly nor provided such information in the annual consumer report card on health insurers.
Medical loss ratio information provides consumers and oversight organizations with
critical data on the amount of insurance premium revenue that is spent on medical services and
administration. This infom1ation may point to the need for greater scrutiny of a health insurer.
For example, significant administrative expenditures coupled with low medical services costs
may be an indicator of an Uisu'rer that spends too much-money avoiding legitimate health
insurance claims, to the detriment of the insured.
Insurance Commissioner Sullivan, to his credit, bas agreed to include medical loss ratio
information on the consumer report card. In light of our experience with the refusal of previous
commissioners to· exercise their discretion to disclose medical loss ratio information, the
legislature should mandate such disclosure.

.

I urge the committee's favorable
consideration of Senate Bi11457.
.
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Presented to the Insurance And Real Estate Committee
January 27, 2009
Senator Crisco, Representative Fontana and members of the Insurance and Real Estate
Comniittee,-my naine is Ken Ferrucci, Vice President of Public Policy and Goveinment
Affairs for the Connecticut State Medical Society (CSMS). On behalf of our over 7,000
members, thank you for the opportunity to submit this testimony to you today on Senate,
,,Bill457 An Act Concerning Consumer Report Cards and Senate Bill459 Ac Act
Prohibiting Copayments for Preventive Services.
;
CSMS supports Senate Bill 457 An Act Concerning Consumer Report Cards that would
expand requirements of the managed care organizations consumer report card to include
the medical loss ratio as defined in subdivision (1) of subsection (f) of section 38a-481, of
each health care center or licensed health insurer. As defined "loss ratio" mans the ratio
of incurred claims to earned premiums by the number of years of policy duration for all
combined durations.
CSMS has consistently advocated for transparency in all aspects of the health insurance
industry and strongly believes that consumers have a right to know the exact portion of
premium dollars that are spent directly on health care services. We also suggest that the
definition of "loss ratio" in state statute be more clearly defined to delineate such
expenditures and welcome the opportunity to work with committee members on the
development of such a definition.
Senate Bill 459 An Act Prohibiting Copayments for Preventive Services would prohibit
group and individual health insurance policies providing coverage of the type specified in
subdivisions (1), (2), (4), (11) and (12) of section 38a-469 of this state after January 1,
2012 from imposing a copayment deductible or other out-of-pocket expense for
preventive care services. CSMS supports the goal of this legislation, to promote the
health of Connecticut residents through the provision of affordable preventive care
services. However, we must caution committee members that this legislation could
potentially impact physicians negatively, making the provision of preventive services
more difficult in many instances. Many physicians have entered into agreements with
insurers and accepted reimbursement rates for preventive services based on arrangements

STATE OF CONNECTICUT
INSURANCE DEPARTMENT
Testimony of the Connecticut Insurance Department

Senate Bill 457 - An Act Concerning Consumer Report Cards
Public Hearing of
The Insurance and Real Estate Committee
Tuesday, January 27tb, 2009

Raised Bill No. 457 will require the Insurance Department to include medical loss ratios
in its managed care organization consumer report card that is published annually in
accordance with Section 38a-478/. The Connecticut Insurance Department can
accommodate the requirements of this legislation and therefore does not oppose Raised
Bill No-:-457.
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