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(1) 

THE PPACA’S HIGH RISK POOL REGIME: HIGH 
COST, LOW PARTICIPATION 

FRIDAY, APRIL 1, 2011 

HOUSE OF REPRESENTATIVES, 
SUBCOMMITTEE ON OVERSIGHT AND INVESTIGATIONS, 

COMMITTEE ON ENERGY AND COMMERCE, 
Washington, DC. 

The subcommittee met, pursuant to call, at 10:05 a.m., in room 
2123 of the Rayburn House Office Building, Hon. Cliff Stearns 
(chairman of the subcommittee) presiding. 

Members present: Representatives Stearns, Terry, Sullivan, Mur-
phy, Burgess, Blackburn, Myrick, Bilbray, Gingrey, Scalise, Gard-
ner, Griffith, DeGette, Schakowsky, Markey, Green, Christensen, 
Dingell, and Waxman (ex officio). 

Staff present: Carl Anderson, Counsel, Oversight; Stacy Cline, 
Counsel, Oversight; Julie Goon, Health Policy Advisor; Todd Har-
rison, Chief Counsel, Oversight & Investigations; Sean Hayes, 
Counsel, Oversight & Investigations; Carly McWilliams, Legislative 
Clerk; Andrew Powaleny, Press Assistant; Krista Rosenthall, Coun-
sel to Chairman Emeritus; Ruth Saunders, Detailee, ICE; Alan 
Slobodin, Deputy Chief Counsel, Oversight; Sam Spector, Counsel, 
Oversight; John Stone, Associate Counsel; Phil Barnett, Democratic 
Staff Director; Brian Cohen, Democratic Investigations Director 
and Senior Policy Advisor; Karen Lightfoot, Democratic Commu-
nications Director, and Senior Policy Advisor; Ali Neubauer, Demo-
cratic Investigator; and Anne Tindall, Democratic Counsel. 

OPENING STATEMENT OF HON. CLIFF STEARNS, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF FLORIDA 

Mr. STEARNS. Good morning, everybody, and let me welcome the 
members here, and our witness to the Subcommittee on Oversight 
and Investigations, and I will start with my opening statement. 

We convene this hearing of the Subcommittee on Oversight and 
Investigation today to gather information concerning the Patient 
Protection and Affordable Care Act High Risk Pool Regime. The 
Administration’s healthcare allocated $5 billion to provide 
healthcare coverage for individuals who have been locked out of in-
surance market. The President and the Democrats try to sell this 
law to the American people by telling us how many people were 
unable to get health insurance, and how this law was going to pro-
tect these individuals, while somehow saving the American tax-
payers money. 

It has been 1 year since the healthcare law was forced on the 
American people. It has been 9 months since the high risk pools 
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became operational. The chief actuary of Medicare and Medicaid 
estimated that 375,000 people would enroll in these high risk pools 
by the end of 2010, but only 12,000 actually did enroll. CMS in-
formed us that they have conducted a massive outreach campaign 
to try to advertise this program in order to get people to sign up. 
Who is paying for this advertising tour is a good question. The tax-
payers. Through the $5 billion allotted to this program in the 
healthcare reform law, this means money that was allocated to 
help the uninsured is being used to help the Administration save 
face and rescue this program. 

This is on top of the previous Democrat majority spending an en-
tire year talking about nothing but this healthcare law. If countless 
speeches by the President can’t advertise these high risk pools, how 
can a bureaucratic advertising campaign hope to accomplish the 
same goal? 

Just as alarming as the law enrollment numbers, this Committee 
has learned through its investigation that low enrollment does not 
equal low costs. For example, California expects to accumulate $1 
billion in claims over the lifetime of this program, with approxi-
mately 70 percent of the tab paid for by the Federal Government. 
This means that California alone, one state, that is, expects claims 
to eat up almost one-fifth of the total cost of the program. Our in-
vestigation revealed that not a single state expects premium rev-
enue to be near the cost of claims over the life of this program. 

Now back in December, The Washington Post reported that ‘‘New 
Hampshire’s plan has only about 80 members, but they have actu-
ally spent nearly double the $650,000 that the state was allocated 
for this program. HHS agreed to give New Hampshire more 
money.’’ So this is a program that must operate within a fixed 
budget of $5 billion. HHS has not explained how it intends to keep 
the program running through 2014 without additional funding. 

Our investigation has also uncovered problems with the imple-
mentation of the high risk pool. In order to get the program up so 
quickly, HHS used the CHIP formula to allocate money between 
the States. While the CHIP formula is used to determine the num-
ber of uninsured children in each State, we would think that HHS 
would use a formula that measures the number of uninsured chil-
dren with preexisting conditions in each State, since this fund is 
supposed to help the uninsured with the preexisting condition. This 
program uses a non-relevant formula simply because it was easy 
and already available. This inequity could mean people in some 
states are getting more than they need, while people in others 
aren’t getting enough. We want to make sure that the money is 
being allocated fairly and properly. 

Obamacare was supposed to be the solution to our Nation’s 
healthcare ills, but here we are, 1 year later, and has a single 
promise made by the President and the healthcare plan that the 
Democrats passed—promises they made about this law come true? 
The high risk pool program is yet another promise that has fallen 
short, in our opinion. We were supposed to enroll over a quarter 
of a million Americans. We didn’t even reach 5 percent of that goal. 

Steve Larsen, the Deputy Administrator and Director of the Cen-
ter for Consumer Information Insurance Oversight was before the 
Subcommittee back in February to talk about the waivers—you re-
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member that—that HHS has been granting to states and entities 
that can’t afford the Administration’s healthcare plan. Since he tes-
tified just 2 months ago, we have seen more states’ struggling com-
panies all seek waivers. A big indicator to me that we are on the 
wrong track is the number of people in need of waivers to relieve 
them of the legislative and financial burdens of the Democrat 
healthcare plan. As we have seen through our investigations, this 
is a problem that is getting worse. We intend to hold HHS account-
able today for what we see as low enrollment, skyrocketing costs, 
and poor implementation of a program that was promised to help 
support one of our most vulnerable populations. 

So I welcome Mr. Larsen returning, and recognize the ranking 
member, my colleague, Ms. DeGette from Colorado. 

[The prepared statement of Mr. Stearns follows:] 

PREPARED STATEMENT OF HON. CLIFF STEARNS 

We convene this hearing of the Subcommittee on Oversight and Investigations 
today to gather information concerning The Patient Protection and Affordable Care 
Act’s High Risk Pool Regime. Obamacare allocated $5 billion to provide health cov-
erage for individuals who have been locked out of the insurance market. Obama and 
the Democrats tried to sell this law to the American people by telling us how many 
people were unable to get health insurance and how this law was going to protect 
these individuals, while somehow saving the American taxpayer money. 

It has been one year since the health care law was forced on the American people. 
It’s been nine months since the high risk pools became operational. The Chief Actu-
ary of Medicare and Medicaid estimated that 375,000 people would enroll in these 
high risk pools by the end of 2010. But only 12,000 actually did enroll. CMS in-
formed us that they’ve conducted a massive outreach campaign to try to advertise 
this program in order to get people to sign up. Who is paying for that advertising 
tour? The taxpayers.through the $5 billion allotted to this program in the health 
care reform law. That means money that was allocated to help the uninsured is 
being used to help the administration save face and rescue the program. This is on 
top of the previous Democrat majority spending an entire year talking about noth-
ing but this health care law-if countless speeches by the President can’t advertise 
these pools, how can a bureaucratic advertising campaign hope to accomplish this 
goal? 

Just as alarming as the low enrollment numbers, this committee has learned 
through its investigation that low enrollment does not equal low costs. For example, 
California expects to accumulate $1 billion in claims over the lifetime of the pro-
gram, with approximately 70 percent of the tab paid for by the federal government. 
That means that California alone, one state, expects claims to eat up almost one 
fifth of the total cost of the program. Our investigation revealed that not a single 
state expects premium revenue to be near the cost of claims over the life of the pro-
gram. 

Back in December, the Washington Post reported that ‘‘New Hampshire’s plan 
has only about 80 members, but they have already spent nearly double the $650,000 
the state was allotted. HHS agreed to give New Hampshire more money.’’ This is 
a program that must operate within a fixed budget of $5 billion. HHS has not ex-
plained how it intends to keep the program running through 2014 without addi-
tional funding. 

Our investigation has also uncovered problems with the implementation of the 
high-risk pool. In order to get the program up so quickly, HHS used the CHIP for-
mula to allocate money between the states. While the CHIP formula is used to de-
termine the number of uninsured children in each state, we would think HHS would 
use a formula that measures the number of uninsured children with pre-existing 
conditions in each state, since this fund is supposed to help the uninsured with pre- 
existing conditions. This program uses a non-relevant formula simply because it was 
easy and already available. This inequity could mean people in some states are get-
ting more than they need, while people in others aren’t getting enough. We want 
to make sure that the money is being allocated fairly. 

ObamaCare is supposed to be the solution to our nation’s health care ills but here 
we are, one year later, and has a single promise made by President Obama and the 
Democrats about this law come true? The high risk pool program is yet another 
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enormous promise that has fallen short: we were supposed to enroll over a quarter 
of a million Americans. We didn’t even reach five percent of that goal. 

Steve Larsen, Deputy Administrator and Director of the Center for Consumer In-
formation and Insurance Oversight, was before the Subcommittee back in February 
to talk about the waivers that HHS has been granting to states and entities that 
can’t afford Obamacare. Since he testified just two months ago, we’ve seen more 
states and struggling companies seek waivers. A big indicator to me that we are on 
the wrong track is the number of people in need of waivers to relieve them of the 
legislative and financial burdens of ObamaCare. As we’ve seen through our inves-
tigations, this is a problem that is getting worse. We intend to hold HHS account-
able today for what we see as low enrollment, skyrocketing costs, and poor imple-
mentation of a program that was promised to help support one of our most vulner-
able populations. 

With that, I welcome Mr. Larsen, and recognize the ranking member, Congress-
woman Degette. 

OPENING STATEMENT OF HON. DIANA DEGETTE, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF COLO-
RADO 

Ms. DEGETTE. Thank you so much, Mr. Chairman. 
Before I give my opening statement, I would like to take a mo-

ment of personal privilege and introduce my sister Cathy and her 
family who have come here to visit and see how sausage is made 
all week long. 

Mr. STEARNS. Cathy, you are welcome. 
Ms. DEGETTE. Mr. Chairman, President Obama signed the his-

toric healthcare reform legislation into law just 1 year ago. When 
the law’s full benefits have been implemented, every American will 
have access to affordable health insurance, and abuse of insurance 
industry practices like discrimination with people—against people 
with preexisting conditions will be banned entirely. Millions of 
Americans are already benefiting from the law, including Ameri-
cans with preexisting conditions. Thousands of these individuals, 
thanks to the subject of this hearing, the preexisting condition in-
surance pools, or PCIPs, have access to affordable individual cov-
erage for the first time. Prior to the passage of the Affordable Care 
Act, health insurance for people with illnesses like diabetes, asth-
ma, cancer, arthritis, or HIV/AIDS was either not available on the 
individual market or was so expensive as to make it effectively un-
available. But the Affordable Care Act immediately banned the 
egregious practice of denying coverage to children with preexisting 
conditions. The Affordable Care Act also offered immediate benefits 
to adults with preexisting conditions through the PCIP program. 
These plans also offer individuals with preexisting conditions in-
surance at the standard individual market rate, not the exorbitant 
rates offered on the private market. These plans began accepting 
applications in late 2010, and over 12,000 people are now enrolled 
in them. 

One of the enrollees is John Barzel, who is a constituent of mine 
from Colorado. Mr. Barzel, a bartender who works on his feet all 
day long, suffered from a condition I am well aware of, severe ar-
thritis in both hips and desperately needed two hip replacements 
to keep his job, but his employer doesn’t offer health insurance and 
he could not obtain health insurance on the individual market. 
When he learned about PCIP, he signed up immediately. He has 
since had two hip replacements and in his words to my staff, he 
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got a new lease on life. He says that, and I quote, ‘‘The health in-
surance coverage provided for me under the Affordable Care Act 
took me from chronic pain to free daily life and restored by ability 
to support myself.’’ Now Mr. Chairman, I wanted to have Mr. 
Barzel come here in person at this hearing, but we were told that 
he would not be allowed to testify, so I am disappointed by this de-
cision, but I would at least ask unanimous consent that his letter 
to the Committee be included in the record. 

Mr. STEARNS. By unanimous consent, so ordered. 
Ms. DEGETTE. Thank you. 
Mr. WAXMAN. I would like to object, and I do so to inquire why 

he was not allowed to come. Here is a man who could tell us from 
his own experience what these high risk pools meant to him. Why 
wouldn’t we allow him to come, Mr. Chairman? 

Mr. STEARNS. Mr. Waxman, you understand that we are going to 
have continued hearings on this, and we will have another oppor-
tunity to bring your witness in. I thought as we started this proc-
ess, dealing with one specific subject we would have just the gov-
ernment explain exactly what the status is, and so that is why we 
have just one witness. I think—— 

Mr. WAXMAN. How many hearings do you intend to call on this 
subject? 

Mr. STEARNS. Well, I would be glad to sit down with you at a 
later date. We are just in the early stages of this. As you know, 
we have got plenty of hearings on the healthcare plan, and this is 
just one of many. So at this point, by unanimous consent, so or-
dered the letter will be entered into the record. 

[The information appears at the conclusion of the hearing.] 
Ms. DEGETTE. Chairman, not to put too fine a point on it, this 

is the second hearing the Minority was denied their witness, so I 
hope we can work this out for future hearings. 

I know that we are going to hear—in fact, we already heard from 
the chairman that PCIP enrollment is lower than anticipated, and 
I appreciate that CCIIO, in recognition of these concerns, has out-
reaches—has improved its outreach efforts. I hope we will hear 
more about those efforts from our witness, but I find it a little iron-
ic that my friends across the aisle would complain about low enroll-
ment in a plan that every single one of them voted to repeal, be-
cause when I hear about stories like John Barzel, I find repeal ef-
forts impossible to understand. These thousands of people who now 
have access to insurance for the first time would have it whisked 
away immediately. So it seems to me that the solution to the prob-
lem is to try to increase outreach efforts so that we can get a lot 
of people who are uninsurable because of preexisting conditions to 
be enrolled in insurance. 

Now, PCIP is not a permanent solution to the problems faced by 
people with preexisting conditions, that is for sure. It is a transi-
tional benefit that will be superseded by the full panoply of the Af-
fordable Care Act’s reforms in 2014. But what the program is right 
now is critically important to that slice of people who are and will 
be enrolled. That is why we should not repeal this law. Doing so 
would rob thousands of PCIP enrollees of the healthcare coverage 
they now have and take it away. 
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A more productive discussion would be a discussion about how 
we can enroll more people with preexisting conditions in this pro-
gram until we transition to full coverage in 2014. 

Thank you. 
[The prepared statement of Ms. DeGette follows:] 

PREPARED STATEMENT OF HON. DIANA DEGETTE 

President Obama signed the historic healthcare reform legislation into law just 
over 1 year ago. When the law’s full benefits have been implemented, every Amer-
ican will have access to affordable health insurance, and abusive insurance industry 
practices, like discrimination against people with pre-existing conditions, will be 
banned entirely. 

Millions of Americans are already benefiting from the law, including Americans 
with pre-existing conditions. Thousands of these individuals, thanks to the subject 
of this hearing—the pre-existing condition insurance pools (P–CIPs), have access to 
affordable individual coverage for the first time. 

Prior to passage of the Affordable Care Act, health insurance for people with ill-
nesses like diabetes, asthma, cancer, arthritis, or HIV/AIDS was either not available 
on the individual market, or was so expensive as to make it effectively unavailable. 

But the Affordable Care Act immediately banned the egregious practice of denying 
coverage to children with pre-existing conditions. And the Affordable Care Act also 
offered immediate benefits to adults with pre-existing conditions through the PCIP 
program. PCIP plans offer individuals with pre-existing conditions insurance at the 
standard individual market rate—not the exorbitant rates offered on the private 
market. 

PCIP plans began accepting applications in late 2010, and over 12,000 people are 
now enrolled in them. One of those enrollees is John Barthell, a constituent of mine 
from Colorado. 

Mr. Barthell, a bartender who works on his feet all day long, suffered from severe 
arthritis in both hips and desperately needed two hip replacements to keep his job. 
But his employer doesn’t offer health insurance, and he could not obtain affordable 
insurance on the individual market. When he learned about PCIP, he signed up im-
mediately. He has since had two hip replacements, and in his words to our staff, 
‘‘got a new lease on life.’’ He says that—and I quote—‘‘the health insurance coverage 
provided for me under the Affordable Health Care Act took me from chronic pain 
to a pain-free daily life and restored my ability to support myself.’’ 

I wanted to hear from Mr. Barthell in person at this hearing. I thought that it 
would be obviously worthwhile to learn about PCIP from the perspective of someone 
enrolled in the program. But we were told by the Majority that he would not be 
allowed to testify. I’m very disappointed by this decision, and I would at least like 
to ask that Mr. Barthell’s letter to the Committee be included in the record. 

I know that we will hear from my Republican colleagues today that PCIP enroll-
ment is lower than anticipated. And I appreciate that CCIIO, in recognition of these 
concerns, has improved their outreach efforts. I hope we will hear more about those 
efforts from our witness. 

It is ironic, however, that my friends across the aisle would complain about low 
enrollment in a plan that every single one of them voted to repeal. When I hear 
stories about what that would mean to people like John Barthell, I find these repeal 
efforts impossible to understand. Repeal would mean that thousands of people who 
now have access to insurance for the first time will have it whisked away from them 
immediately. One of those people, Suzanne Hannon of Maryland, also spoke with 
our staff. 

Suzanne’s husband worked for Bethlehem Steel for decades, but when he turned 
65, they cancelled his health benefits, leaving her uninsured. She was unable to ob-
tain affordable coverage because of a pre-existing condition: moderately high choles-
terol. 

Then last fall, Suzanne heard about PCIP and enrolled. A month later, she went 
in for a check-up-something she would not have done without insurance-and learned 
she had uterine cancer. She caught it early, and her prognosis is good, as long as 
she can continue her treatment. She is terrified, however, that the Affordable Care 
Act will be repealed and that she’ll have to end her chemotherapy. In her words, 
the repeal of PCIP would be ‘‘a death sentence.’’ 

PCIP is not a permanent solution to the problems faced by people with pre-exist-
ing conditions. It is a transitional benefit that will be superseded by the full panoply 
of the Affordable Care Act’s reforms in 2014. 
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But the program is critically important to the people who are and will be enrolled. 
That’s why it would be shameful for Congress to repeal this law. Doing so would 
rob thousands of PCIP enrollees of the health coverage they now have, and take 
away their rights to even better coverage in the future. 

Mr. BURGESS [presiding]. The gentlelady yields back. I will yield 
myself 2 minutes, and then we will hear from other members on 
the Majority side. 

This hearing, once again, represents legitimate oversight of ongo-
ing federal activities over this healthcare law, what we should be 
doing in this committee, and I would just address to the ranking 
member, we are doing it this year as opposed to last year, when 
we had not a single oversight hearing on the implementation of the 
healthcare law. 

And those with preexisting conditions was identified as one of 
the major reasons that the healthcare law was necessary, but I 
guess I would just simply ask the question, I don’t really recall the 
provision in H.R. 3200 that we marked up in this committee on 
preexisting conditions, but was it really necessary to spend $1 tril-
lion to fix this problem, which after all, is what we have done with 
the Patient Protection and Affordable Care Act? We all want to 
help, but was it necessary to go to the lengths that we did and es-
sentially upset the system that was working arguably for two- 
thirds of the population in implementing this program? 

We have heard that the universe of people with a medical diag-
nosis who were locked out of the system was vast. We were led to 
believe that it was in the millions, at different times eight million, 
12 million were used by the President in his addresses during the 
summer of 2009. But at the end of the first year, 2010, we had 
8,000 people and then with a massive advertising campaign, we 
signed up 12,000 people. Well, why is that? Is it because the pre-
miums were too high? Is it because we mandated that you had to 
go uninsured for 6 months to qualify? That is kind of risky. Is it 
because people don’t know we spent a lot of money in advertising, 
or was it because the problem just wasn’t as bad as we thought? 
Despite the low enrollment, the program’s finances are high. It 
begs the question, was this the proper path to take or could we 
have provided subsidized risk pools? 

The last Congress, the ranking member of the Health Sub-
committee, Nathan Deal and I introduced H.R. 4019 and 4020, 
which actually attempted to get this population as locked out of the 
current system while providing the right incentives for those who 
have lost their jobs. 

At this point, let me yield 2 minutes to—1 minute to the gen-
tleman from Nebraska, Mr. Terry. 

Mr. TERRY. Well, thank you, Mr. Chairman—acting chairman. I 
appreciate the opportunity to hear from this agency how we can re-
move waste and perhaps even abuse of funds under their control. 
So it concerns me that my friends on the other side of the aisle do 
not wish us to press to find wasteful use of taxpayer dollars or 
abuse. Hopefully we can get an explanation on the early retirement 
and insurance program where there has been, in the last day or 
two, several news articles that concern me about waste and pos-
sible abuse of $5 billion that seem to be going—sent to companies 
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that are quite healthy and wouldn’t need government subsidies for 
early retirees. 

For example, the United Auto Workers received the most this 
last year at $206 million. A healthy company, AT&T, received $140 
billion. Verizon received $91 billion. General Electric, I guess if you 
hug the President enough, you will get $36 billion. General Motors 
received an additional $19 billion. I would like an explanation of 
why these companies were even eligible for government subsidies 
for an early retirement program. 

I yield back. 
Mr. BURGESS. The gentleman’s time has expired. Yield the bal-

ance of our time to gentlelady from Tennessee, Ms. Blackburn. 
Mrs. BLACKBURN. Thank you, Mr. Chairman. Yes indeed, if my 

colleagues are wondering why we are not calling or if we are going 
to call other witnesses on programs such as this early retirement 
program, I think we need to call the American taxpayer who is 
footing the bill for this and is livid with the lack of accountability 
and the lack of measurable results that they see coming from these 
programs. It is not hard to understand, in my book, why we would 
vote to repeal these programs. 

When you look at this program and the burn rate of this money, 
I am curious as to why you have flown through $1.3 billion over 
the last 21⁄2 months when you have a total of $5 billion which was 
supposed to last you for a few more years? You know, this is a little 
bit of a head scratcher. Why are you trying to get this money out 
the door? Why are there so few people enrolled in this program? 
Why is it not giving the results that are necessary, and of course, 
as I have said many times, there is no successful example of public 
option healthcare being implemented and achieving a savings, ei-
ther a near-term or a long-term savings. The wasteful spending has 
to stop. The American taxpayer is growing ill and fatigued with the 
practices they see in Washington, DC. 

I thank the chairman for calling the hearing. I yield back. 
Mr. STEARNS. Gentlelady yields back, and the gentlelady from 

Colorado. 
Ms. DEGETTE. The gentleman from California—— 
Mr. STEARNS. The gentleman from California is recognized for 5 

minutes. 

OPENING STATEMENT OF HON. HENRY A. WAXMAN, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF CALI-
FORNIA 

Mr. WAXMAN. Thank you, Mr. Chairman. 
I have been involved in congressional oversight for decades. I 

have seen firsthand how oversight can, when it is done right, edu-
cate and inform the public and make government programs work 
better, but I have also seen how the oversight process can be 
abused for no purpose other than to fight partisan ideological bat-
tles, and that is what I see here today. 

This hearing is ironic because it is about the new state of federal 
preexisting condition insurance plans, or high risk pools, estab-
lished under the Affordable Care Act. These plans are supposed to 
be a transition for people who couldn’t buy insurance. They can’t 
go to the individual market because insurance companies won’t 
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give them coverage because of preexisting medical conditions. So 
we set up some high risk pools for them until we get to the transi-
tion where we will insist that insurance companies cover those peo-
ple at the same time that we are requiring everybody to be covered 
so that the costs are being spread so that everybody gets coverage. 
Not the kind of situation we have had up until now where it 
doesn’t make sense, but insurance companies will not give a policy 
to somebody with a preexisting condition because they are just very 
likely to be expensive. So the insurance companies want to exclude 
people, not cover people. 

This is ironic because this is exactly what the Republicans pro-
posed instead of the bill that we passed. You would think the Re-
publicans would love this idea. These high risk pools were the cen-
terpiece of their health reform. They didn’t want to actually elimi-
nate the insurance company discrimination against people with 
preexisting conditions. What they wanted to do was to let the in-
surance companies treat them differently in a high risk pool. 

Mr. Burgess, who I seem to believe is an outspoken opponent of 
the healthcare reform law, said ‘‘The programs to deal with pre-
existing conditions would involve risk pools to be sure.’’ Politico de-
scribed high risk pools as one of the old GOP standbys. 

So when we have this high risk pool to give people care until we 
transition into the new healthcare system, suddenly Republican 
leaders decide they don’t like them anymore. Why don’t they like 
them? Well, they don’t like them because not enough people are 
taking advantage of these high risk pools. This hearing isn’t about 
why some are taking advantage and others not. We are not hearing 
from people, we are only hearing from the administrator of this 
program. Mr. Barthell, a constituent of Representative DeGette, 
who is enrolled in one of these preexisting condition insurance pro-
grams, was denied the ability to be here for this hearing. Now 
maybe in the next five or six hearings on the subject he will get 
a chance to come in and talk about it. But Republicans are attack-
ing this program because it is not popular enough and it has too 
low an enrollment. Then they are attacking the Early Retiree Rein-
surance Program for being too popular and having enrollment that 
is too high. There is just nothing you can do that won’t bring Re-
publican criticism, because what they see is their job is to whine 
and complain and attack and confuse people about the health in-
surance law so that people won’t start realizing that it is a pretty 
good law. It ends the worst insurance company abuses. It helps 
seniors in Medicare. It helps small businesses afford healthcare 
coverage. It makes sure that all Americans have access to high 
quality, affordable healthcare. 

Now, they say they want to repeal and reform, repeal and re-
place. Well, we haven’t seen their replacement, but we do note that 
they did propose some ideas as alternatives, and one of the ideas 
they proposed were high risk pools. Now we are having a series of 
hearings on high risk pools and why they are not successful 
enough. High risk pools could have been the ones we would have 
adopted on a bipartisan basis, but they wouldn’t work with us to 
do anything on a bipartisan basis. 

This hearing is not a serious hearing. This hearing is not really 
trying to get facts that will help bring about some understanding 
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that could lead to reforms. This is just a partisan show. It is not 
a legitimate oversight hearing, and unfortunately, that seems to be 
par for the course for this committee, even though this sub-
committee is called the Oversight Subcommittee. I think at some 
point we need to stop these partisan games, learn how to work to-
gether for the benefit of the American people. 

[The prepared statement of Mr. Waxman follows:] 

PREPARED STATEMENT OF HON. HENRY A. WAXMAN 

I’ve been involved in congressional oversight for decades, and I’ve seen firsthand 
how oversight, when done right, can educate and inform the public and make gov-
ernment programs work better. And I’ve also seen how the oversight process can 
be abused, for no purpose other than to fight ideological battles. 

This kind of partisan oversight helps nobody, but it is apparently becoming the 
norm in this Subcommittee. 

Today’s hearing is about the new state and federal pre-existing condition insur-
ance plans, or high-risk pools, established under the Affordable Care Act. These 
plans are a good example of the immediate benefits provided by the landmark 
health care reform law. They have allowed thousands of individuals desperately in 
need of health care coverage to purchase insurance. They have provided an essential 
lifeline to individuals who were shut out of the market for individual health insur-
ance. 

Thanks to the Affordable Care Act, discrimination by insurance companies against 
individuals with pre-existing conditions will be banned. In 2014, everyone will have 
a wide variety of choices of health care plans through state-based exchanges. Fami-
lies will receive subsidies to help pay for coverage if they cannot afford it. 

Until then, the high-risk pools available in every state will serve as a bridge to 
these state-based exchanges, allowing individuals with pre-existing conditions to 
purchase coverage at market-based rates. 

You would think Republicans would love this program. In fact, these high-risk 
pools were the centerpiece of Republican health care reform proposals. Last Con-
gress, Republicans introduced 11 bills creating state-based high-risk pools. One 
Committee member, Mr. Burgess, an outspoken opponent of the health care reform 
law, said: ‘‘The programs to deal with preexisting conditions would involve risk pools 
to be sure.’’ Politco has described high-risk pools as one of ‘‘the old GOP standbys.’’ 

But when these high-risk pools were included in the health care reform law, sud-
denly Republican leaders in Congress decided they don’t like them anymore. 

We have one excellent witness today, Steve Larsen from HHS. He’s responsible 
for administering the program, and I’m glad he’s here to share his insights with us. 
But we asked Chairman Stearns for an additional witness: John Barthell, a con-
stituent of Rep. Degette’s from Colorado who is enrolled in the pre-existing condition 
insurance program. We wanted to get his perspective on the value of the program. 
We heard Ms. DeGette read some of his testimony for the record. 

This request was denied. Apparently, the Committee does not want to hear from 
individual Americans who disagree with Republican orthodoxy. 

Last week, Committee Republicans put out a memo attacking one part of the 
law—the Early Retiree Reinsurance Program—for being too popular and having en-
rollment that is too high. In today’s hearing, they will attack the high-risk pools for 
exactly the opposite reason: they are not popular enough and have too low an enroll-
ment. 

The Affordable Care Act is simply not going to get a fair hearing from the Repub-
licans on this Committee. 

And that’s a shame, because it’s a good law. It ends the worst insurance company 
abuses, helps seniors in Medicare, helps small businesses afford health care cov-
erage, and makes sure that all Americans have access to high-quality, affordable 
health care coverage. Americans of all ages in all 50 states are already benefitting 
from the health care reform law. 

Our country faces grave challenges. We need to grow our economy and create jobs. 
We need an energy policy that protects our national security and our environment. 
We need a health care system that provides quality, affordable coverage to all Amer-
icans. 

But to achieve these goals, we need to stop these partisan hearings and learn how 
to work together for the American people. 
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Mr. STEARNS. I thank the gentleman, and with that, there are no 
additional opening statements. At this point, we will ask Steve 
Larsen, the Deputy Administrator and Director of the Center for 
Consumer Information and Insurance Oversight, who is part of the 
Democrat administration, to stand before the committee. 

Mr. Larsen, you are well aware that the committee is holding an 
investigative hearing, and when doing so, has had the practice of 
taking testimony under oath. Do you have any objection to taking 
testimony under oath? 

Mr. LARSEN. No, I don’t. 
Mr. STEARNS. The chair then advises you that under the rules of 

the House and the rules of the committee, you are entitled to be 
advised by counsel. Do you desire to be advised by counsel during 
your testimony today? 

Mr. LARSEN. I don’t. 
Mr. STEARNS. In that case, if you please rise, raise your right 

hand. I will swear you in. 
[Witness sworn.] 
Mr. STEARNS. Thank you. You are now under oath and subject 

to the penalties set forth in Title 18, Section 1001 of the United 
States Code, and you may now give your 5-minute summary of 
your written statement. 

TESTIMONY OF STEVEN B. LARSEN, DEPUTY ADMINISTRATOR 
AND DIRECTOR, CENTER FOR CONSUMER INFORMATION & 
INSURANCE OVERSIGHT, CENTERS FOR MEDICARE AND 
MEDICAID SERVICES 

Mr. LARSEN. Thank you, Chairman Stearns, Ranking Mem-
ber—— 

Mr. STEARNS. I think you should put the mic just a little closer, 
if you don’t mind. 

Mr. LARSEN. Is that better? 
Mr. STEARNS. I think that is. Yes, that is good. 
Mr. LARSEN. Chairman Stearns, Ranking Member DeGette, 

members of the subcommittee, thank you for the chance to appear 
before you this morning. I have submitted my full testimony for the 
record. 

As was mentioned, I serve as Deputy Administrator and Director 
of the Center for Consumer Information and Insurance Oversight, 
or CCIIO, within CMS. I have been involved in implementing many 
of the provisions of the Affordable Care Act, including overseeing 
private health insurance reforms, working with States to establish 
exchanges, and ensuring that consumers have access to information 
about their rights and coverage options. 

At this time last year, Congress passed and the President signed 
into law the Affordable Care Act, which will expand access to af-
fordable quality coverage to over 30 million Americans, and ensure 
individuals have coverage when they need it most. Just 1 year 
after the Affordable Care Act became law, many reforms have 
taken effect, including eliminating preexisting condition exclusions 
for children, prohibiting insurance companies from rescinding in-
surance policies simply because a consumer may have made an 
error on a form, ending lifetime dollar limits on health benefits, 
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and enabling many young people to stay on their parent’s insur-
ance plans up to the age of 26. 

The Affordable Care Act also established new programs to ex-
pand and support coverage options as a bridge to 2014. In 2014, 
everyone will have access to affordable health insurance choices 
through the new competitive marketplaces, the exchanges which 
prohibit discrimination based on preexisting conditions. 

The bridge to 2014 includes the Preexisting Condition Insurance 
Plan, or PCIP. The Affordable Care Act created PCIP to make 
health insurance available to people whom private insurance com-
panies denied coverage because of their preexisting conditions. The 
presence of a preexisting condition is one of the major barriers to 
obtaining health insurance for individuals, and the fact that so 
many people are denied coverage for these conditions is yet another 
reason why healthcare reform is so important. 

PCIP provides health coverage options for people who have been 
uninsured for at least 6 months, have a preexisting condition, or 
have been denied health coverage because of a condition, and are 
U.S. citizens or residing in the U.S. legally. The program covers a 
broad range of health benefits, including primary and specialty 
care. PCIP eligibility is not based on income, and the plan does not 
charge people higher premiums because of their medical condition. 

Previously, many states have run high risk pools or other pro-
grams that offer insurance to people with preexisting conditions. 
While the PCIP and existing state pools cannot be combined, states 
have the option to build on their current programs and choose to 
run the new program under contract with HHS, or elect to rely on 
HHS to provide PCIP coverage in their State. Twenty-seven states 
run PCIP programs, and HHS, along with the Office of Personnel 
Management and the Department of Agriculture’s National Fi-
nance Center, are running the federal PCIP programs, which cover 
23 states and the District of Columbia. The Federal Government is 
contracting with the National Finance Center to administer bene-
fits in those states covered by the federal PCIP program, and we 
are flexible about how each state chooses to implement the state 
program, allowing every State-administered PCIP to be uniquely 
tailored to their local market. 

The law appropriates $5 billion of federal funds to support PCIP 
beginning on July 1, 2010, through July 1, 2014, and an allocation 
of these funds was made across the states based on the CHIP for-
mula that takes into account the population of the State, the num-
ber of uninsured in the State, and local cost factors. A 10 percent 
cap limits administrative expenses in the PCIP program over the 
life of the program, and CCIIO and the states work together to 
monitor expenditures to ensure we are maximizing the value of the 
program while staying within the 10 percent administrative cost 
limit, and within the total funds that were allocated. 

Based on the data released in March, PCIP has 12,437 members. 
Of this total, over 8,000 people have been enrolled in the State-run 
PCIPs in the 27 States, and over 3,000 have been enrolled in the 
federal PCIP in the 23 States. I am very pleased that enrollment 
in the PCIP program increased by over 50 percent in the last few 
months, and we expect it to continue to grow between now and 
2014. 
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I am proud of all that we have accomplished over the past year 
and look forward to 2014 when Americans will have access to more 
affordable, comprehensive health insurance plans without worrying 
about preexisting conditions. PCIP is an important part of the 
bridge to the exchanges in 2014. Until then, I look forward to con-
tinuing to implement the Affordable Care Act and strengthening 
CCIIO’s partnership with Congress, the States, consumers, and 
other stakeholders across the country. 

Thank you so much for the opportunity to discuss the work that 
CCIIO has been doing to implement the Affordable Care Act and 
to help people with preexisting conditions, and I look forward to 
your questions. 

[The prepared statement of Mr. Larsen follows:] 
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Mr. STEARNS. Mr. Larsen, thank you very much. I will take the 
opportunity to ask the first set of questions. 

As you know, as everybody in the room knows, this is an over-
sight investigation committee that is looking at high risk insurance 
program, and I thought I would, before we start on that, a recent 
AP story just came out this morning indicating that your office has 
given out large sums of money under the Early Retiree Healthcare 
Program. You are familiar with that program? 

Mr. LARSEN. I am. 
Mr. STEARNS. And you were cited as the person who was in-

volved with this. So we wanted to just, in passing, ask a few ques-
tions, that it appears that a lot of corporations, including General 
Electric, got $36 million for their early retirees. It appears that 
United Auto Workers got over 200 million, Verizon Communica-
tions got 91 million, AT&T got 140 million, and so the list goes on 
and on. It is a huge amount of money that you are giving out to 
subsidize retirees—early retirees. I guess the question is how can 
you justify giving out so much of taxpayers’ money to these cor-
porations? 

Mr. LARSEN. Well, these—— 
Mr. STEARNS. These are profitable corporations. 
Mr. LARSEN. The Early Retiree Reimbursement Program in fact 

has been an incredibly successful program in accomplishing the 
goals that we set out to accomplish. The fact is that history has 
shown that the rate in which large companies are dropping cov-
erage—insurance coverage for early retirees—— 

Mr. STEARNS. But these are corporations that are profitable, and 
when you talk about AT&T and General Electric and Verizon Com-
munications, United Auto Workers, why would they need taxpayers 
to subsidize them, and why do—I mean, you have Northrop-Grum-
man, Boeing Company, the State Teachers Retirement System 
Ohio. If this is a healthcare program that is going to work, why 
would you be taking taxpayers’ money and giving so much out to 
companies that are very successful and have a very good profitable 
history? 

Mr. LARSEN. Well, those companies are companies that, in fact, 
continue to offer retiree benefits, health benefits for early retir-
ees—— 

Mr. STEARNS. But shouldn’t they have the responsibility of tak-
ing care of that themselves and not asking for the taxpayers— ba-
sically giving them free money? 

Mr. LARSEN. Well, the program allows them and positions them 
to continue to offer this critical benefit to early retirees, because I 
will tell you, early retirees, folks that are between 50 and 65, when 
they are put out into the individual market, are the ones that are 
the most at risk for not being able to get insurance. 

Mr. STEARNS. Well I understand that, but that was part of when 
they got to work for GE or AT&T or Verizon, this is part of the 
package they understood. I guess are you going to give money out 
like this to all major corporations, all the unions, all the public em-
ployee retiree systems? I think the point would be that if you think 
the healthcare system that the Democrats passed is so successful, 
why in the flip are you giving out so much money of taxpayers so 
freely and overwhelming to companies that are very profitable? 
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Mr. LARSEN. Well, I would respond with a couple points. 
First of all, there are a number of different types of recipients. 

Certainly, State and local governments are also one of the main re-
cipients so that employees and retirees of State and local govern-
ments can continue to have retiree benefits. 

Mr. STEARNS. OK, but Mr. Larsen, I have a statement from you. 
You said, ‘‘The overwhelming response to this program dem-
onstrates exactly how broken the current healthcare system is, ex-
actly why we needed reform in the first place.’’ Is the reform you 
are talking about is taking taxpayers’ money and giving it out to 
successful, profitable corporations? Is that your definition of why 
we need the Democrat healthcare bill? 

Mr. LARSEN. We think the program is successful because it has 
allowed these companies and State and local governments and non- 
profits and commercials to continue to be able to offer coverage for 
early retirees. 

Mr. STEARNS. Now, you followed the recent publicity with Gen-
eral Electric paying no taxes on the huge amount of money they 
paid, so I understand you gave General Electric $36 million to help 
their early retirees. Do you think it was absolutely necessary the 
taxpayers fund early retirees for General Electric? Is that your po-
sition today? 

Mr. LARSEN. Well, when a sponsor in the program receives the 
money, it must apply the money to the benefits that are received 
by the retirees or to the costs that the company incurred—— 

Mr. STEARNS. OK, I understand. Let me—my time is almost ex-
pired, but let me just move on to what we are here for also is the 
high risk insurance program. 

Enrollment in the high risk pool was supposed to be about 
375,000 in the first year, according to the chief actuary of Medi-
care. Is that correct? 

Mr. LARSEN. That is my understanding, yes. 
Mr. STEARNS. OK. You know, based upon what we have seen so 

little, as you saw in my opening statement, how can you justify 
those costs if you have only done so little at this point? Where are 
you going to get the money to do this high risk for everybody? 

Mr. LARSEN. Well, it has been a fact across the country as States, 
and certainly for the federal high risk pool, that the pools are gen-
erally slow to start up. When the bill was passed, we devoted our 
efforts to standing the program up—— 

Mr. STEARNS. I will just close by saying if you have only got 
12,000 in the program today, and you have indicated 375,000 peo-
ple is your goal, and you spent this huge amount of money on 
12,000, you won’t possibly have enough money to do 375,000. 
Wouldn’t you and I agree that you won’t have the money to do 
375,000, based just upon the 12,000 you have done? 

Mr. LARSEN. I don’t think, respectfully, we agree because we 
have not spent a large amount of money on the program to date. 

Mr. STEARNS. OK. All right, my time is expired. 
The gentlelady from Colorado. 
Ms. DEGETTE. Thank you, Mr. Chairman. 
Mr. Larsen, how much money has the program spent to date? 
Mr. LARSEN. For outlays or incurred expenses associated 

with—— 
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Ms. DEGETTE. Either one. 
Mr. LARSEN. The federal program and the state program com-

bined is about $33 million as of February 28. 
Ms. DEGETTE. OK, and how much was set aside in the 

healthcare for this program? 
Mr. LARSEN. Five billion. 
Ms. DEGETTE. Five billion. So you have spent several hundred 

million of the 5 billion? 
Mr. LARSEN. Well, not—we have spent about $33 million on what 

I will call program costs, and then additional funds on administra-
tive costs, but together it is less than $100 million. 

Ms. DEGETTE. OK, it is less than $100 million of the $5 billion, 
correct? 

Mr. LARSEN. That is correct. 
Ms. DEGETTE. Now, you are making efforts to try to enroll more 

people with preexisting conditions in this program, correct? 
Mr. LARSEN. In fact, I think they have been successful. 
Ms. DEGETTE. And why do you think that? 
Mr. LARSEN. Well, we had several phases of enrollment initia-

tives. The second phase started from January to March in which 
we conducted outreach with staff, by the way, just—hitting nine 
cities, talking with providers, and we have seen enrollment dou-
ble—well, increase by 50 percent between November and February. 
So we have made those efforts and enrollment is going up. 

Ms. DEGETTE. So is your projection you are going to wildly ex-
ceed this $5 billion before the 2014? 

Mr. LARSEN. I don’t think we are prepared to say that yet. 
Ms. DEGETTE. OK, thank you. Well, that is what the chairman 

is implying, but you have spent less than $100 million. 
Mr. LARSEN. We will work within the appropriation. 
Ms. DEGETTE. Thank you. Now, let me just ask you one question. 

I know the topic of this hearing is about the PCIP program, but 
let us talk about this early retirement reinstatement program for 
a minute. That was—what was happening was a lot of employers 
who had early retires, retirement programs, were cutting those 
healthcare problems when the economy turned down, right? 

Mr. LARSEN. Correct. 
Mr. DEGETTE. So then what would happen would be people be-

tween the ages of 50 and 65 wouldn’t have insurance and they 
would have to go out on the individual market, right? 

Mr. LARSEN. Correct. 
Ms. DEGETTE. And so then those people couldn’t get insurance, 

right? 
Mr. LARSEN. Correct. 
Ms. DEGETTE. So that is what this is designed to help, is that 

correct? 
Mr. LARSEN. Correct. 
Ms. DEGETTE. And that program is also going to phase out by 

2014, right? 
Mr. LARSEN. Yes. 
Ms. DEGETTE. But at this moment, it is helping—Congress can’t 

require these companies to continue these programs for their early 
retirees, can we? No. And so therefore the people that these pro-
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grams are helping are those early retirees who have no other way 
to get insurance, right? 

Mr. LARSEN. And there are millions of people who are conversed 
in the retiree programs that have been helped by this program. 

Ms. DEGETTE. Right, and it helps them get insurance. 
Mr. LARSEN. It helps them keep their coverage. 
Ms. DEGETTE. Now, let us talk about the subject of this hearing, 

again the PCIP program. 
Before the healthcare bill became the law of the land. Let us say 

that somebody was diagnosed with cancer, and they wanted to by 
health insurance on the private insurance market. What sort of op-
tions would those people be offered? 

Mr. LARSEN. Well, they are generally limited to the individual 
market, which they would be either offered exclusionary riders or 
denied coverage. 

Ms. DEGETTE. So you mean the individual market would say we 
are not going to cover you for your cancer because it was pre-
existing, right? 

Mr. LARSEN. That is correct. 
Ms. DEGETTE. Let us say they wanted to get coverage for the 

cancer. How much will that cost them? 
Mr. LARSEN. Well, I don’t think they could get coverage for that, 

without going to a state higher risk pool. 
Ms. DEGETTE. OK, and let us talk about the state high risk 

pools. How many states had high risk pools? 
Mr. LARSEN. I think there are about 35 that had state high risk 

pools. 
Ms. DEGETTE. OK, and where in those 35 states were they pro-

viding affordable coverage to anybody who needed it? 
Mr. LARSEN. Well, the difference between the PCIP program and 

the state high risk pools is they often have a standard rate that 
is up to 150 percent or 200 percent of some—— 

Ms. DEGETTE. The state program? 
Mr. LARSEN. The state program, which is not the way the PCIP 

program is structured. 
Ms. DEGETTE. OK. How is the PCIP program—— 
Mr. LARSEN. The PCIP program has a cap of no more than 100 

percent of the standard market rate. So the state programs, al-
though available, are often viewed as not affordable for some peo-
ple. 

Ms. DEGETTE. OK. I just have one last question. What would 
happen to these PCIP plans if the Affordable Care Act was re-
pealed? 

Mr. LARSEN. You would have a lot of people that have no good 
option to get coverage, and these are the sickest of the sick, in 
many cases. 

Ms. DEGETTE. Their plans would be cancelled, right, and then 
they would have to go to these other options that you talked about, 
right? 

Mr. LARSEN. That is correct. 
Ms. DEGETTE. Thank you. 
Thank you, Mr. Chairman. I yield back. 
Mr. STEARNS. Gentlelady yields back. 
Gentleman from Texas, Mr. Burgess, is recognized for 5 minutes. 
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Mr. BURGESS. Thank you, Mr. Chairman. 
I don’t want to spend too much time on this, but I feel obligated 

to answer the ranking member of the committee. It always seems 
that they want to paint Republicans as a friend of the insurance 
companies. Just a quick review by a simple country doctor on his 
iPhone app tells me that Cigna and Aetna have done extremely 
well in the year since the passage of the Patient Protection and Af-
fordable Care Act. Apparently when people are required to buy in-
surance, the companies that sell insurance seem to be able to man-
age OK. 

Let us talk for just a minute, because you were giving Ranking 
Member DeGette some information about the amount of money you 
spend in the program. You said about $100 million, is that correct? 

Mr. LARSEN. No, I said no more than that. The approximate 
number on her sleeve would be the program spending of about $33 
million, and then administrative costs of about $25, which includes 
a significant portion of startup costs that you incur anytime you 
start up a major program. 

Mr. BURGESS. Yes, I will accept that, but that seems a little bit— 
$33 million in benefits, is that correct, did I understand—— 

Mr. LARSEN. Well remember, these are the amounts that are 
paid to the states or to fund the federal program beyond the pre-
miums that are collected from the folks that are covered in the pro-
grams. But that is the level of federal spending for the program 
combined for both the state and federal. 

Mr. BURGESS. So that is combined help for people against a back-
drop of $25 million of administrative costs, is that correct? 

Mr. LARSEN. Well again, the 25 million, there are at least 10 mil-
lion of kind of one time—— 

Mr. BURGESS. Yes. This would all be easier—— 
Mr. LARSEN [continuing]. Startup costs. 
Mr. BURGESS. We talked about this before. Boy, if we had a 

breakdown of your budget, it would just be so helpful and you 
promised that to us, and I am having to ask these questions be-
cause I don’t have that information yet. 

Mr. LARSEN. It is my hope and expectation that you will have 
that next week. 

Mr. BURGESS. Next week, OK. So we will mark the calendar and 
we are all anxiously awaiting that. 

Now you previously testified that you added 300 new jobs to im-
plement the program, is that correct? 

Mr. LARSEN. Not just this program, that is—— 
Mr. BURGESS. For all of society. 
Mr. LARSEN. For all of society, yes, that is correct. Less than 300. 
Mr. BURGESS. Do you know how much you spent on salaries for 

those 300 people? 
Mr. LARSEN. I am sorry, could you repeat the question? 
Mr. BURGESS. The amount you spent on salaries for those 300 

jobs? 
Mr. LARSEN. I don’t know off the top of my head. 
Mr. BURGESS. Well, is that money coming out of the administra-

tive or the non-administrative funds? 
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Mr. LARSEN. Oh, you mean the salaries that administer—that 
would be in the administrative portion. It is a very lean and small 
staff that administers the PCIP program. 

Mr. BURGESS. Now on the issue that has come up, and unfortu-
nately, we haven’t had a lot of time to work though it because of 
the retiree program information that has come through this morn-
ing. But eight of the 17 companies had more than $10 billion in 
profit last year. I mean, are those not companies that could have 
afforded to do some of this on their own? 

Mr. LARSEN. Well, I can’t speak to their capability, I can only say 
that, as I mentioned earlier, when they receive funds through the 
ERRP program, they are required to devote those funds to either 
reducing their own costs or reducing the costs of the beneficiaries, 
and I think 80 percent direct the funds to directly lowering the 
costs of people that participate in the programs, so we think that 
is a success. 

Mr. BURGESS. Yes, but you have got a big company whose initials 
I won’t mention, but they haven’t paid any taxes this past year, 
they post an enormous profit, and you are providing them $36 mil-
lion. You know, the only problem with that—and I want to help 
people, too, but we are borrowing 42 cents of every dollar we spend, 
so was there perhaps a way to tighten this up and run it just a 
little bit leaner? You know, even Karl Marx said ‘‘Each according 
to his disability, each according to his need.’’ 

That is a non-response response. It is very difficult for the re-
cording clerk to record that. 

Let me just ask you one more question. Was it—I have no prob-
lem with risk pools. I think the state risk pools, although they were 
underfunded, certainly provided good help, and when I would do 
town halls and talks in my district, and even in talking to doctor 
groups around the State, someone would always come forward and 
say, you know, don’t do anything to mess up what I have got with 
this risk pool. But at the same time, why was it necessary to re-
invent the wheel? You already said that you have 35 of the states 
with something up there in a risk pool arrangement. You have ad-
ditional states that have reassurance programs, so you are already 
getting to a pretty significant number of the states already. Now 
we come and overlay a federal program. Hailey Barbour, when he 
was here, actually testified that he had 3,600 people on his risk 
pools in the State of Mississippi, and with the infusion of—he did 
not participate at the federal level, but what the additional federal 
funds at a significant cost were able to provide additional benefits 
to 58 new people. That almost seems like we are not being smart 
about how we are spending this money. 

Mr. LARSEN. I guess I have two responses. First, I would say that 
this is a compliment to the state pools because it has different de-
sign elements. For example, often the state pools have waiting peri-
ods before they start to cover—— 

Mr. BURGESS. Yours is 6 months. 
Mr. LARSEN. Well, it is a little different for the federal program. 

That is you can’t have been insured for 6 months, because we 
didn’t want people migrating across pools. So in the state pools, 
you often have a waiting period, so that even if you come into the 
pool, you don’t have coverage necessarily right away. 
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Mr. BURGESS. Six months seems like a waiting period. 
Mr. LARSEN. And then as we discussed earlier, typically the 

standard rate for the state pools is 125 percent, 150 percent or 
higher, and so there are features of the federal program that com-
plement what is going on at the state level. 

Mr. BURGESS. I get that. It just seems like it would have been 
better to streamline those two together, rather than reinvent the 
wheel. 

Mr. STEARNS. Gentleman’s time has expired. 
The gentleman from Michigan, the emeritus of the committee, 

Mr. Dingell is recognized for 5 minutes. 
Mr. DINGELL. Thank you. Thank you, Director Larsen—— 
Mr. STEARNS. I think you will have to pull the mic a little—— 
Mr. DINGELL [continuing]. For implementing the Affordable Care 

Act. You have a large task before you, including the critical patient 
bill of rights and State-based exchanges, as well as today’s focus, 
the Preexisting Condition Insurance Plan. I appreciate the work 
that you have done in getting the pool up and running in Michigan, 
including the work you have done to make a difference in the lives 
of Michiganders like Jerry Garner, who you pointed out in your tes-
timony. 

Now, as my colleagues on the other side of the aisle question the 
effectiveness of high risk pools, I think it would be useful to remind 
them of the strong support of these pools as a way to expand cov-
erage. In fact, members of this committee offered their own legisla-
tion appropriating far more money than laid out in the—or ex-
pended in the Affordable Care Act to implement high risk pools na-
tionwide. 

Now, Director Larsen, a few questions. Please answer yes or no. 
The PCIP was designed to be a temporary program to help the 

sickest of the sick and those most in need to have access to cov-
erage until health insurance exchanges are up and running in 
2014. You point out that more than 12,400 individuals have en-
rolled in these programs across the country. In your experience, 
have the states been able to set up affordable premiums for indi-
viduals in need? Yes or no. 

Mr. LARSEN. Have states been able to set up affordable pro-
grams? No, they have not completely. 

Mr. DINGELL. They have not. 
You point out in your testimony that CCIIO recently adjusted the 

federal PCIP program to reduce premiums and to add two plan 
choices. You point out that the enrollment in PCIP programs has 
increased by 50 percent from November to January—rather, No-
vember to February. In your opinion, will increased plan choices in 
the PCIP program encourage further enrollment? Yes or no. 

Mr. LARSEN. Yes. 
Mr. DINGELL. Now, you also discussed in your testimony the out-

reach efforts in CCIIO that have been used to encourage enroll-
ment, working with Social Security Administration, American Can-
cer Society, Diabetes Association, and other agencies. It is my opin-
ion it seems to be a very targeted approach in enrolling individuals. 
In your opinion, do you believe this targeted approach is working? 
Yes or no. 

Mr. LARSEN. We think it is showing results and working, yes. 
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Mr. DINGELL. Now, how do you know that this targeted approach 
is working? 

Mr. LARSEN. Well, as I mentioned and referenced, we have seen 
significant increases in the rate of enrollments in the period be-
tween November and February, in addition to the overall enroll-
ment. There were several states in which the number of individuals 
in the program doubled, five or six states that doubled their enroll-
ment in that period, so it is very encouraging. 

Mr. DINGELL. Thank you. 
Now, is every PCIP program conducting a public campaign to re-

cruit eligible individuals? Yes or no. 
Mr. LARSEN. Yes. 
Mr. DINGELL. Now, has CCIIO shared the best practices with the 

states who have lower enrollments than others to help them recruit 
eligible individuals they may be missing? Yes or no. 

Mr. LARSEN. Yes, we are in constant contact with the States. 
Mr. DINGELL. Is—in your opinion, has CCIIO learned some best 

practices in terms of enrolling eligible individuals that will help to 
ensure successful enrollment of individuals in the exchange begin-
ning in 2014? Yes or no. 

Mr. LARSEN. Yes. 
Mr. DINGELL. Now, am I fair in observing that when the situa-

tion in 2014 when everybody is covered in the exchanges, am I as-
suming correctly that at that point it will no longer be necessary 
to have this high risk pool? 

Mr. LARSEN. That is correct. 
Mr. DINGELL. OK. Now, would you like to comment, if you 

please, sir, in the very brief time that we have on what are the best 
practices or any other comments that you might like to make with 
regard to the previous questions? 

Mr. LARSEN. Well, as you mentioned we have learned that it 
really is a targeted outreach campaign. This is not necessarily 
mass marketing so that you work closely with high volume pro-
viders, hospital associations, medical associations. We have worked 
with the insurance companies that issue denial notices to take note 
of the availability of the PCIP program—— 

Mr. DINGELL. One very quick question. The companies that you 
have helped have had no responsibility, other than their contrac-
tual responsibilities to cover either their active employees or their 
retirees, is that correct? 

Mr. LARSEN. Yes. 
Mr. DINGELL. Thank you. 
Thank you, Mr. Chairman. One second left. 
Mr. STEARNS. Thank the gentleman from Michigan. 
The gentlelady from Tennessee is recognized for 5 minutes. 
Mrs. BLACKBURN. Thank you, Mr. Chairman. 
Mr. Larsen, I am going to cut right into this. What are the stand-

ards on your application, and what does your application look like 
for these companies that apply for this many—for the early retiree 
process? 

Mr. LARSEN. Well, first they have to submit an application to be 
a planned sponsor, requiring basic information about the plan, 
about the company and their retiree plan, and then in the process 
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of submitting claims, then they have to submit claims information. 
As you may know—— 

Mrs. BLACKBURN. OK. Let me—OK. They submit a claim to be— 
they submit an application to be a planned sponsor, so do they 
need to show financial need when they submit an application to 
you, that they need this money, that they are short of money, that 
they are not going to be able to cover the cost of those that are en-
rolled in the plan that they are choosing to sponsor? Do they have 
to demonstrate that financial need? 

Mr. LARSEN. The statute doesn’t require a need—— 
Mrs. BLACKBURN. How long is the application they submit? 
Mr. LARSEN. It is not particularly long. I don’t recall exactly. 
Mrs. BLACKBURN. OK, so they don’t have to demonstrate any fi-

nancial need, they just need to show that they want to set up a 
plan for their early retirees, is that correct? 

Mr. LARSEN. They need to demonstrate that they have a current 
program to cover their early retirees. 

Mrs. BLACKBURN. So they have a current—that they have a cur-
rent program. 

OK, let me ask you this. Some of these companies have early re-
tirees that they may have incentivized to take early retirement. Do 
you ask them how they achieved their universe of early retirees? 
Did they incentivize these people, give them early parachutes— 
early retirement parachutes, give them extra benefits if they chose 
to retire? Did you ask them if they are doing that? 

Mr. LARSEN. I don’t believe that is part of the application. 
Mrs. BLACKBURN. It is not part of the application, so therefore, 

in order to make their bottom line look better, they could actually 
go to a universe of employees and say we are going to incentivize 
your early retirement, and then move them into this plan that they 
are going to submit an application to sponsor, then come to you 
with their hand down and say hey, we need your millions, Federal 
Government. Do you not see why the American people are so frus-
trated with what you all are pouring out of these bureaucracies 
every day on the American taxpayer? I mean, does this—is this lost 
on you? 

Mr. LARSEN. Well first of all, I don’t think we have seen—— 
Mrs. BLACKBURN. You have spent $100 million in setting up a 

program we don’t want for services we don’t need, giving money to 
corporations that are profitable corporations, giving money to peo-
ple like GE who are exporting their power job growth, giving 
money to people like GE who are no longer making light bulbs in 
the United States, but have shipped all those jobs to China, and 
you think this—you think we should be happy and pleased and ap-
plaud you for creating new federal jobs to take money out of the 
taxpayer’s pocket? 

Let me ask you something else. Let me move to the PCIP. Let 
me move to the PCIP program. I don’t want to run out of time. Did 
you have any existing program that you used for a model when you 
set up PCIP? Was there any program in existence that you went 
to? You already said you didn’t think the states were doing a very 
good job with their high risk pools, so—— 

Mr. LARSEN. Well, I don’t think that is quite what I said. I said 
that there are 35 state programs—— 
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Mrs. BLACKBURN. You said it was incomplete. 
Mr. LARSEN. I am sorry? 
Mrs. BLACKBURN. I think you said they were incomplete. 
Mr. LARSEN. No, they have different sets of standards, and the 

federal standard is different. So we certainly looked to the way that 
the high risk pools were administered. 

Mrs. BLACKBURN. Yes, yours has a different design element, were 
your exact words. 

Mr. LARSEN. That is right. 
Mrs. BLACKBURN. OK. Is there any program that you have looked 

at that you think has been successful? When you have a State like 
Tennessee, and you and I have discussed Tennessee before, we 
have been down this road. We know public option healthcare does 
not work, that it breaks the bank, and we know where some of the 
pitfalls are, but you all are not willing to listen to some of that 
guidance. So, did you work from a model that has actually yielded 
a savings? 

Mr. LARSEN. Well, high risk pools by definition will not yield sav-
ings. They—— 

Mrs. BLACKBURN. They should reduce costs. 
Mr. LARSEN. Well, here is the problem. When you are insuring 

sick people, you can’t collect enough premiums to cover the costs, 
and so high risk pools are always subsidized in some way. Typi-
cally in States, it is subsidized through assessments on insurance 
companies or general revenue. In this case, it is subsidized through 
the PCIP program for the federal and State—— 

Mrs. BLACKBURN. Do you think that putting a federal program 
along side a state program, even though it has, in your words, dif-
ferent design elements, is redundant? 

Mr. LARSEN. No, I don’t. 
Mrs. BLACKBURN. You don’t? 
Mr. LARSEN. I do not. 
Mrs. BLACKBURN. You don’t see a problem with the duplications? 
Mr. LARSEN. No, because I said I think we attracted a different 

element of the population that has preexisting conditions, so it is 
complimentary to the program. 

Mrs. BLACKBURN. So in other words, you think the Federal Gov-
ernment needs to pick these programs up and pull them to the fed-
eral level, not trust the states for oversight, and then turn around 
and out of your $5 billion, give it to corporations who don’t need 
the money who are firing American workers and shipping the jobs 
overseas? 

I yield back. 
Mr. STEARNS. Gentlelady yields back. 
The gentlelady Jan Schakowsky is recognized for 5 minutes. 
Ms. SCHAKOWSKY. Well, I am just loving this debate. I particu-

larly appreciate Dr. Burgess quoting Karl Marx in his rationale on 
why this program really doesn’t work, and I appreciate hearing the 
fury about companies that don’t pay taxes and then outsource jobs. 
I would certainly endorse those concerns and would certainly wel-
come an opportunity to work with my colleagues across the aisle 
to address just that. The problem we have is that these greedy 
companies that legally don’t pay any taxes also are not going—are 
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not providing, are increasingly dropping early retirees from these 
healthcare programs. Is that not true, Mr. Larsen? 

Mr. LARSEN. That is correct. 
Ms. SCHAKOWSKY. So we have seen that while all of this outrage 

may be going on with no solutions, you know, we could sit down 
and establish criteria for companies that, when they make a cer-
tain amount of money, must provide this kind of coverage for early 
retirees. I welcome that conversation. 

But in the meantime, are we going to sit here and say the bur-
den, then, will be on the shoulders of those very retirees who, in 
many cases in the past, used to get help from their companies who 
aren’t. And the problem is that these are, in fact, you know, expen-
sive people to insure, these high risk people, and that is precisely 
why we passed the Affordable Care Act, and why, in 2014, we are 
going to prevent discrimination. Is this not a bridge program, Mr. 
Larsen? 

Mr. LARSEN. That is exactly right. 
Ms. SCHAKOWSKY. And what would happen to those retirees if we 

did not provide that? 
Mr. LARSEN. I think they would have great difficulty finding cov-

erage in the individual market. 
Ms. SCHAKOWSKY. So if there is another solution that my Repub-

lican colleagues would like to find to require corporations to pay 
their fair share of taxes, to come up with a way to force them to 
cover their retirees, then why don’t we talk about that? I haven’t 
heard anything like that, except to criticism now in Marxian lan-
guage of what these nasty, outsourcing corporations are doing. 

Would the Chairman—— 
Mr. STEARNS. I would be glad to, I think, repeal Obamacare and 

start anew and try to come up with a healthcare plan that every 
American would support. 

Ms. SCHAKOWSKY. And put every American at risk again, when 
we have a plan that we would be happy to look at various ways 
to make it better. 

In the meantime, Mr. Larsen, I congratulate you on this program 
to make sure that we aren’t setting adrift the victims of some of 
these very corporations that the Republicans have supported. 

In the Medicare—let me find it—there was a loophole created in 
2003 with the Medicare Modernization Act that allowed compa-
nies—this was a Republican initiative—to receive a 28 percent sub-
sidy from taxpayers to help cover the cost of prescription drugs for 
retirees without counting the money as income. When they spent 
the money, then the companies were allowed to turn around and 
get a deduction for it on their taxes, even though the money was 
a gift from taxpayers. There was no outrage from the Republicans 
who wrote that provision into the legislation that the Obama Ad-
ministration saw as a double subsidy from the taxpayers. But now 
at the very moment we are looking how to get these vulnerable em-
ployees to make it to 2014, now we are looking at these rich cor-
porations and how are we letting them get away with it? Well, if 
there is a way that they suggest that we can get GE and AT&T 
to cover those, I welcome that, and until that point, we are not 
going to set those employees adrift with no healthcare coverage. 

I yield back. 
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Mr. STEARNS. Gentlelady yields back. 
Mr. Gingrey is recognized for 5 minutes. 
Mr. GINGREY. Mr. Chairman, thank you. 
Mr. Larsen, Ms. Blackburn was just trying to point out some-

thing to you in regard to a lot of these companies and one in par-
ticular, I won’t name the company, but the initials are GE, in re-
gard to these early retirement incentive packages that they give to 
their advantage to the advantage of their bottom line. That is the 
only reason why a company would do something like that. But 
what it amounted to was a lump sum early retirement bonus worth 
75 percent of their annual pay, and her outrage, of course, was over 
the fact that when these companies do that and then they come to 
you, to the Federal Government with this ERRP program and say, 
oh, sign us up for the money to help us now pay these same people 
for their health retirement benefits. So that is where the outrage 
is coming from. 

CMS just released a new report yesterday announcing that this 
program, Early Retiree Reinsurance Program, ERRP, created 
under Obamacare, spent nearly $1.8 billion in reimbursements 
which have helped preserve the availability of health benefits for 
early retirees and reduce increases in plan participant costs. In def-
erence to my limited time, I have a series of questions, and if you 
don’t mind, please try to answer yes or no on these, Mr. Larsen. 

Number one, does the Center for Consumer Information Insur-
ance Oversight oversee this Early Retiree Reinsurance Program for 
CMS? 

Mr. LARSEN. Yes. 
Mr. GINGREY. And you are the deputy administrator and director 

of the Center for Consumer Information? 
Mr. LARSEN. That is correct. 
Mr. GINGREY. Was the Early Retiree Program created in PPACA, 

otherwise known as Obamacare, was it created? 
Mr. LARSEN. It was part of the what we call the Affordable Care 

Act. 
Mr. GINGREY. The answer is yes, thank you. Next question. The 

law appropriated $5 billion to pay the claims for early retirees, cor-
rect? 

Mr. LARSEN. Yes. 
Mr. GINGREY. That is the same amount appropriated to the high 

risk pools for people who cannot obtain insurance. Is that correct? 
Mr. LARSEN. Yes, there is a separate appropriation—— 
Mr. GINGREY. It is essentially the same amount. CMS just re-

leased a report yesterday announcing that it has spent nearly $1.8 
billion of the 5 billion appropriated to date, is that correct? 

Mr. LARSEN. For the Early Retiree program? 
Mr. GINGREY. Yes. 
Mr. LARSEN. That is correct. 
Mr. GINGREY. Next question. I would like you to go over some of 

the payments made in the $5 billion Early Retiree Program with 
you. My staff has presented you with a copy, and—thank you, Rob-
ert—tabbed, numbered, highlighted. Again, a simple yes or no an-
swer, please. Did AT&T receive $140 million from this retiree 
fund? 

Mr. LARSEN. That is my recollection from—— 
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Mr. GINGREY. Are you aware that AT&T filed a billion-dollar loss 
with the SEC on March 26 of last year, and in papers accom-
panying the filing charged the losses stemmed from the passage of 
Obamacare? 

Mr. LARSEN. I am not familiar with the reference. 
Mr. GINGREY. Well, the answer is yes, they did. 
Are you also aware that AT&T stated in its March 26 SEC filing 

that it would be forced to evaluate prospective changes to the ac-
tive and retiree health plan benefits offered to their employees? 

Mr. LARSEN. Again, what we focused on is trying to make sure 
that these companies that get this money continue to—— 

Mr. GINGREY. Mr. Larsen—— 
Mr. LARSEN [continuing]. Provide it to retirees. 
Mr. GINGREY [continuing]. In the interest of my time, the answer 

to that question is yes, they did. 
Did Valero Energy Corporation receive over $1 million from this 

retiree fund? You have got the information in front of you. 
Mr. LARSEN. If you want me to flip through the list, I can. I don’t 

have all the recipients memorized. 
Mr. GINGREY. Well in the interest of time, I will answer that one 

for you, too. Yes, they did. 
Are you aware that Valero Energy Corporation filed a 15 to $20 

million loss with SEC on the same day as AT&T, once again citing 
Obamacare as the reason? And the answer to that, since you are 
a little slow on it, is yes, they did. 

The whole point here of my line of questioning, Mr. Larsen, is 
this system, this ERRP, Early Retiree Reinsurance Program, to me 
is just a makeup for the money that was taken away from corpora-
tions that was given at the time of the Medicare Part D prescrip-
tion plan was put in place to keep them from dropping their retiree 
health insurance plans. It is a kiss and make up, which is ridicu-
lous. They should have left that program as it existed, but they had 
to have money to generate and a score from the CBO to pay for 
this whole new entitlement program. So that is the line of my ques-
tioning and the point of it. 

I am over time now, so unfortunately I will have to yield back. 
Mr. STEARNS. Gentleman yields back. 
The gentleman from Texas, Mr. Green is recognized for 5 min-

utes. 
Mr. GREEN. Thank you, Mr. Chairman, and I am glad my good 

friend from Georgia pointed out two Texas companies. Valero is 
headquartered in San Antonio and AT&T used to be San Antonio. 
Now they are Dallas, somewhere up there, but they got that assist-
ance. 

I served on this committee in 2003 when we considered the pre-
scription drug plan, and you know, it is almost like déja vu all over 
again because the same issues were brought up then, that a lot of 
companies has retiree prescription drug plans were all of a sudden 
benefiting from this. So I just want to point that out, but the shoe 
is on a different foot this time. I appreciate you being here, Mr. 
Larsen. Thank you for appearing. 

I am from the State of Texas, as I said, and we already have a 
high risk pool that has been operational since 1992 and covers 
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27,000 Texans. How many states currently operate their own sepa-
rate pool from those established by the PPACA? 

Mr. LARSEN. Right, I believe it is about 35 States. 
Mr. GREEN. OK. Were these states given the option to move the 

individuals currently in their high risk pool program over to the 
new high risk pool established by PPACA? 

Mr. LARSEN. Because of the different rules between the state and 
the federal, it runs in parallel to the state pools, but states can set 
up a PCIP pool. 

Mr. GREEN. And if the states set up a PCIP pool, they would not 
have to have their own pool? 

Mr. LARSEN. Well, they have their own pool which has one set 
of rules, and they have the federal—they have the PCIP pool that 
they run under a contract with HHS, and they design, subject to 
the standards in the ACA, the rates and the benefit design. So 
there are—there is a State-run pool and then a different type of in-
sured, if you will, is eligible for this pool. 

Mr. GREEN. One of the concerns I have is the slowness in the 
number of people who are signing up for high risk plan, and I will 
give you my understanding what happens in the State of Texas. 

Texans are given the option to establish the high risk plan under 
health reform, and our governor declines, citing a financial burden 
on the amount of federal funds received and Texas continues to op-
erate its own high risk program. Last year, a number of us sent 
a letter to Secretary Sebilius asking states who opt out of PPACA 
to establish high risk pools that we would have a similar to ex-
change in Texas. We would have an option for PPACA in Texas, 
and I will go into that in a few minutes on the benefit. 

In 2009, before we passed the Affordable Care Act, Texas re-
ceived $10.5 million to run their current high risk through grant 
program funding through Congress. That is nearly 6 million more 
than any other State to fund their program. What we found out 
under the state program, the average program for a Texan partici-
pating in the high risk program must be twice the average pre-
miums for healthy individual in the market. Is that true with the 
other 29 States, if they have something like that? 

Mr. LARSEN. Something like that. Not all of them are 200 percent 
or twice as much, but they are generally substantially above the 
market rate, and that can create affordability issues. 

Mr. GREEN. And that is the problem we have. For example, the 
premium for a 40-year-old woman in Houston, where I represent, 
under the Texas high risk pool is about $750. Under the PPACA 
plan, that same woman would only pay $387 a month. Why would 
anybody sign up for a state plan when they can actually save al-
most 300 or $400 a month? 

Mr. LARSEN. Yes, well there is one limitation that was in the 
ACA regarding the PCIP program, that is that you not have insur-
ance for 6 months. So the people that are eligible for the PCIP pro-
gram are people that have had nothing up until the implementa-
tion of the program. 

Mr. GREEN. So if somebody was under the state plan, they would 
have to wait 6 months before they could apply for PCIP? 

Mr. LARSEN. That is correct. 
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Mr. GREEN. How many states have that 6-month plan, do you 
know, in their current program and their separate program? Do 
you have to be without insurance for 6 months? 

Mr. LARSEN. Well, every State that administers a PCIP pool has 
to abide by that same 6 months. 

Mr. GREEN. But what about their separate state plan? Do they 
have—do states have something comparable to that—— 

Mr. LARSEN. Typically it is more that there are waiting periods 
or exclusionary periods so that you can sign up right away, but you 
may not have coverage. That is to avoid people circulating in and 
out of the pool when they are sick, so there are waiting periods for 
coverage for your high risk condition. 

Mr. GREEN. Well, I understand, although, you know, I have folks 
on Social Security disability, once they receive disability they have 
to wait 24 months before they can get Medicare, so 6 months is a 
long time, but not near 24 months like we have under Medicare for 
disabled folks. 

Under the PCIP, Texas would have benefited by about 493 mil-
lion to run a high risk pool, is that true? 

Mr. LARSEN. I am sorry—— 
Mr. GREEN. Four hundred ninety-three million under the PCIP 

program, Texas, would have benefited by received about 493 mil-
lion to run a high risk pool from the Federal Government. 

Mr. LARSEN. Well, that may be the allocation to Texas across the 
life of the program. I would have to go back and look at the num-
bers that you are referring to. 

Mr. GREEN. OK. 
Mr. STEARNS. Gentleman’s time has expired. 
Mr. GREEN. Thank you, Mr. Chairman. I was just asking some 

information because it is—so we can find out what we need to do 
to make sure our constituents get the cheapest program in the high 
risk pool. Thank you. 

Mr. STEARNS. I advise all the members, we have a series of votes. 
We will reconvene right after the votes, probably between 12:00 
and 12:15. Mr. Larsen, we are going to continue with another se-
ries of questions, and then we will reconvene—recess and come 
back. 

Mr. Bilbray is recognized for 5 minutes. 
Mr. BILBRAY. Thank you, Mr. Chairman. It was interesting, the 

reference you made right off, I think it was the second or third 
paragraph where you were pointing out that U.S. citizens or other-
wise those who are legally residing in the United States, and I 
think you clarify that all U.S. citizens reside in the United States 
are legally present. But my question is about the verification. 

First of all, let me back up. You made a reference to the fact that 
there were how many states that were allowing you to administer 
their program? 

Mr. LARSEN. Twenty-three states and the District of Columbia. 
Mr. BILBRAY. OK. Do you realize that about 65 percent of those 

states are states that have basically told us to go to hell and are 
engaged in the blocking, so a lot of that participation, 65 percent 
of the participation, looks like it does not trust in the Federal Gov-
ernment to administer the program, but basically a position that 
they don’t want to participate in the program in any form? 
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Mr. LARSEN. Well, I can’t speak to their motives for not partici-
pating, but I know that we administer in 23 States. 

Mr. BILBRAY. But 65 percent sounds—— 
Mr. LARSEN. Yes, I don’t know. 
Mr. BILBRAY. OK. The verification system, you made a statement 

that only those legally in the country are to participate in the sys-
tem. Is there a reason why we didn’t use the same verification that 
we use for all other programs—benefit programs in this country? 

Mr. LARSEN. I am not sure what your question is. 
Mr. BILBRAY. My question is why aren’t we using the verification 

systems for this benefit that we use in other benefits in the federal 
system? 

Mr. LARSEN. I am not sure that we aren’t. 
Mr. BILBRAY. OK, let me double-back here. Do you require bio-

metrics for identified foreign nationals to participate in the pro-
gram? 

Mr. LARSEN. I would have to get back to you on the details of 
the verification. 

Mr. BILBRAY. OK, I would—— 
Mr. LARSEN. What we work through—— 
Mr. BILBRAY [continuing]. Question the fact that because we 

don’t, you say no, there is no biometrics. Now, I understand that 
U.S. citizens or people who claim to be U.S. citizens just have to 
state their name, their Social Security number, and their date of 
birth, right? 

Mr. LARSEN. I think we still verify that information. 
Mr. BILBRAY. You verify them through which documents? 
Mr. LARSEN. I will have to confirm with you exactly how we—— 
Mr. BILBRAY. OK. I am just saying that you don’t use biometrics 

on the United States, but you do not use—are you aware you are 
not using biometrics for stated foreign nations to participate in this 
program? 

Mr. LARSEN. I don’t know the answer to that question. 
Mr. BILBRAY. OK. Well let me just say for the record, there is no 

reason why anyone who says they are a foreign national of the 
United States that we should not have biometrics as a require-
ment, because every foreign national that I know of—and somebody 
correct me—but at least the overwhelming majority of foreign na-
tionals in this country have biometric confirmable identification, 
and we are not using that technology right now. This is one of 
those issues of someone saying just because you say that somebody 
legally in the country is not participating, if you don’t have appro-
priate verification, you can’t sit here before this committee and 
make a statement like that with any degree of certainty. It is what 
you may think might happen or you hope may happen. 

But I think we need to clarify, without the verification systems, 
we are lying to the American people. I don’t care who it is, the guy 
at the top or the guy at the bottom, to look at the American people 
and say that I can assure that people illegally in this country are 
not participating—— 

Mr. LARSEN. I will be happy to follow up with you on that. 
Mr. BILBRAY. OK, I appreciate that. 
Mr. Chairman, I yield back. 
Mr. STEARNS. OK. Will the gentleman allow me just to—— 
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Mr. BILBRAY. To the gentleman. 
Mr. STEARNS. We are going to recess, but I just have a question 

for Mr. Larsen. If it turns out a company gets—or a State gets a 
waiver from Obamacare, would you still give money to early retir-
ees, even thought they got a waiver from all the healthcare provi-
sions? Just yes or no. 

Mr. LARSEN. Well, I don’t—which waiver are—— 
Mr. STEARNS. Let us take—— 
Mr. LARSEN. There is only really one—— 
Mr. STEARNS. Like the State of New York got $47 million, so the 

question is, the State of New York is putting in for a waiver. Did 
they get their wavier yet, the State of New York? 

Mr. LARSEN. You mean the waiver from their annual limits—— 
Mr. STEARNS. Yes. 
Mr. LARSEN [continuing]. Requirement? I am not sure. 
Mr. STEARNS. OK, but let us say hypothetically if the State of 

New York got the waiver, would you still go ahead and give money 
to early retirees who are—— 

Mr. LARSEN. Right, but the waiver that they get or a state can 
get on behalf of insurance carriers in the state is not a waiver from 
the provisions of the Affordable Care Act. It is a waiver from that 
one narrow provision—— 

Mr. STEARNS. OK, I understand. 
Mr. LARSEN. So they wouldn’t be ineligible, for example. 
Mr. STEARNS. So the waiver does not apply then—extend to the 

requirement—— 
Mr. LARSEN. Yes, it is a very narrow provision. 
Mr. STEARNS. Thank you for that clarification. 
With that, the subcommittee will recess and come right after the 

votes, which hopefully is between 12:00 and 12:15. 
[Recess.] 
Mr. STEARNS. The subcommittee will reconvene, and if the wit-

ness will come to the table, I think our next member is Ms. 
Christensen. You are recognized for 5 minutes. 

Mrs. CHRISTENSEN. Thank you, Mr. Chairman, and thank you, 
Mr. Larsen, for not only being here, but the work that you are 
doing to make sure that our—those who could not receive insur-
ance otherwise are receiving it. 

I just want to say for the record, though, that I really regret that 
we were unable to include the Territories in this, because we are 
U.S. citizens and there are many of our constituents in the Terri-
tories who are unable to get insurance because of preexisting dis-
ease. 

Before they had even heard your testimony, the majority of this 
committee was already attacking the PCIP program for being too 
expensive, but the fact of the matter really is that it is going to run 
very efficiently, as I see it. In fact, it is my understanding that the 
administrative costs for the program are capped at 10 percent over 
the life of the program. Is that correct? 

Mr. LARSEN. That is correct. 
Mrs. CHRISTENSEN. And do you expect to stay within that cap? 
Mr. LARSEN. We will stay within the cap, and we are ensuring 

that the states will stay within the cap as well. 
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Mrs. CHRISTENSEN. Thank you. There have also been some con-
cerns that the startup costs have pushed the initial costs above 
projections. So can you give us some perspective on these startup 
costs and how they compare to startup costs for other programs, 
like Medicare Part D? 

Mr. LARSEN. Well, first let me clarify that I am not concerned 
that the startup costs will push us over any projections, it is simply 
that they represent in the first 6 months of a program a dispropor-
tionate amount, but over the life of the program, which is the stat-
utory standard for the 10 percent, we will be within the 10 percent. 

Mrs. CHRISTENSEN. Thank you. 
Mr. LARSEN. But the startup costs are things you might imagine 

programming, hiring people initially, getting the scripts ready for 
the call center, so there are a lot of one-time things that you have 
to put into place. 

Mrs. CHRISTENSEN. Can you compare them, your setup costs with 
the Medicare Part D program? 

Mr. LARSEN. I am probably not in a position to do that because 
I am not as familiar with those startup costs. 

Mrs. CHRISTENSEN. And how does a 10 percent administrative 
cost compare with what we would see in the private insurance mar-
ket? 

Mr. LARSEN. Well, in fact, under the medical loss ratio standard, 
we provided, you know, headroom, if you will, for a 20 percent of 
administrative costs and 80 percent, so it is quite a bit tighter than 
what we are even requiring for the private insurance market. 

Mrs. CHRISTENSEN. Right. So this sounds like an example of gov-
ernment-run healthcare working pretty well, and it is providing 
critical access to health insurance for people with preexisting condi-
tions, and doing so in what I think is a lean and efficient way. 

There have been certain media accounts of the program, as well 
as some of the comments I have heard from across the aisle that 
suggest that at the current rate, the PCIP plans in some states will 
run through their funding before the program ends in 2014. Are 
you concerned about that happening? 

Mr. LARSEN. I am not concerned about it. We have the ability to 
address the specific rates that states draw down on their initial al-
location. Certainly, as I think we announced, New Hampshire was 
a State that was running ahead of projections, but we have other 
states that are running behind projections, and again, we have the 
ability to manage the funds within the allocations and within the 
5 billion, so I am not concerned about the fact that there may be 
one state or a small number of states that are ahead of projections. 

Mrs. CHRISTENSEN. So thank you, Mr. Larsen. It sounds to me 
like the program enrollees and the American people will be getting 
a substantial bang for their buck with this program. 

In your testimony, you talked about the thousands of Americans 
who were locked out of the accessible private insurance coverage 
before the Affordable Care Act, and then you talked about the dif-
ference in what they would have had to pay in the regular high 
risk pools versus what they pay for us. You talked about Mr. Gar-
ner, who was reported on in the New York Times and how his in-
surance might have cost, you know—been prohibitive, but this pro-
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gram helped him. Do you have any other examples that you would 
like to share with us? 

Mr. LARSEN. Well, I don’t have a specific example. I can only tell 
you that for people that have conditions like diabetes, heart condi-
tions, heart diseases, cancer of course, that if coverage is available, 
and in some cases, it simply isn’t other than through a State-run 
high risk pool, they are going to pay a lot either way, and that cre-
ates significant affordability issues for individuals. So they are 
really in a no-win situation, and that is why this program is so im-
portant. 

Mrs. CHRISTENSEN. Thank you. Mr. Chairman, I yield back the 
balance of my time. Thank you for your quick answers. 

Mr. STEARNS. Gentlelady yields back the balance of her time. 
Mr. Gardner is recognized from Colorado for 5 minutes. 
Mr. GARDNER. Thank you, Mr. Chairman, and thank you, Mr. 

Larsen, for your time here today. 
I just wanted to talk a little bit more about this issue of the 

Early Retiree Reinsurance Program. You previously stated your po-
sition, and I just want to double check on that. Is it really your po-
sition that these corporations that you have listed on your Web 
site, who have billions of dollars in profits needed to get taxpayer 
money in order to fund their early retiree program? 

Mr. LARSEN. My position is we want to make sure that compa-
nies that are currently providing early retiree benefits continue to 
do so, and this program helps ensure that they do that. 

Mr. GARDNER. This is all programs in the United States, or just 
a few that you have listed on your Web site? 

Mr. LARSEN. Well, these—this program helps the sponsors who 
come in for reimbursement requests to be able to continue their re-
tiree program, so this helps cover the costs that they would other-
wise incur. 

Mr. GARDNER. So companies like Shell Oil Company that had a 
contractual obligation that they would otherwise incur were given 
$4.4 million too? 

Mr. LARSEN. Well, ultimately the money is for the benefit of the 
retirees. 

Mr. GARDNER. But it is money that taxpayers have that we are 
just giving to Shell Oil Company? 

Mr. LARSEN. Well, we are helping make sure that Shell Oil and 
other companies continue their retiree program. 

Mr. GARDNER. So other companies like General Electric, the Boe-
ing Company, AT&T, Verizon, DuPont, Mars, those kinds of compa-
nies? 

Mr. LARSEN. Well, there are many other smaller companies, I 
think if you look through the list, there are a large number of com-
panies that got, you know, $1 million or less in reimbursements. 
So it is not all just big companies, and in fact, the biggest recipi-
ents are state and local government for this program. 

Mr. GARDNER. Do you think they should have had to pay for 
their own? 

Mr. LARSEN. I think that we want to make sure that retirees of 
the ages between 50 to 65 before Medicare have an option for cov-
erage, because if they don’t, they are in a very hard place in the 
marketplace. 

VerDate Nov 24 2008 12:19 Nov 02, 2011 Jkt 037690 PO 00000 Frm 00047 Fmt 6633 Sfmt 6633 P:\MY DOCS\HEARINGS 112\112-29 040111\112-29 CHRIS



42 

Mr. GARDNER. Do you think it is the government’s responsibility, 
then, to pick up the obligations of a privately-agreed to contract? 

Mr. LARSEN. Well, I don’t know in which cases there are specific 
obligations or not, but we, in any case, want to make sure that 
there are funds available to make sure that these programs are 
continued. 

Mr. GARDNER. Was that part of the discussion, though, in who 
got this bailout, was which companies had an obligation or a con-
tract to do that, or did it just—the money came because they 
asked? 

Mr. LARSEN. No, the way the program is established under the 
ACA is they apply as a sponsor, we review it, and once approved 
as a sponsor, then they submit the claims for reimbursement. 

Mr. GARDNER. So you would know which of these companies were 
contractually obligated to make these payments anyway? 

Mr. LARSEN. That is not part of the, you know, the provisions of 
the ACA. 

Mr. GARDNER. So you just gave this money without knowing 
whether or not they may be under contractual obligation? So the 
United Auto Workers, who got $207 million, weren’t contractually 
obligated to pay for these healthcare costs? 

Mr. LARSEN. Well, it is actually—and I think we have corrected 
that. It is the United Auto Workers Trust Fund, so the United 
Auto Workers didn’t get the money, the trust fund that administers 
the early retiree benefits gets it. But whether or not they are con-
tractually obligated to do it, it just provides benefits to the early 
retirees. 

Mr. GARDNER. So what standards were many of these Fortune 
500 companies had in order to get this free money? 

Mr. LARSEN. Well, they have to demonstrate that they have 
claims experienced between the threshold that is set up in the Af-
fordable Care Act, so the ACA requires or provides that under this 
program, 80 percent of the costs for retirees between the $15,000 
and $90,000 limit is reimbursed under the reimbursement pro-
gram. 

Mr. GARDNER. So pretty much anybody who applied was accepted 
in this program for free money? 

Mr. LARSEN. Well, I wouldn’t say that, although I think that 
the—most of the companies that applied were approved as spon-
sors. There were some that weren’t. 

Mr. GARDNER. So if—you issued the regulations for this program, 
correct? 

Mr. LARSEN. CCIIO issued the regulations, yes. 
Mr. GARDNER. Was there a need for more restrictive regulations, 

or—— 
Mr. LARSEN. Well, we issued the regulations that were called for 

under the language in the Affordable Care Act for the program. 
Mr. GARDNER. Do you think they needed to be more restrictive? 
Mr. LARSEN. I think the program is working well as it is. If Con-

gress wanted to revisit the program, we would be happy to work 
with people to make sure that we continue to be able to provide 
ongoing retiree benefits. 

Mr. GARDNER. I mean, do you think it is right, though, that the 
taxpayers gave free taxpayer money to GE, that is making billions 
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of dollars, not paying any taxes, needed another $36 million of Fed-
eral Government money? 

Mr. LARSEN. Well, I think it is hard to look at this program in 
isolation. I mean, we have got a number of bridge programs in 
place. We have got the PCIP program, we have got ERRP, all of 
which help get us to 2014 that avoid uncompensated care, avoid 
the burden that some particularly sick or vulnerable populations 
may experience if they don’t have coverage. 

Mr. GARDNER. Now, you said get us to 2014, but you are ending 
the program soon, correct? 

Mr. LARSEN. Well, not soon. It could—the money could run out 
in fiscal year 2012. 

Mr. GARDNER. So the money is going to run out soon, and then 
what happens? 

Mr. LARSEN. Well then that is the end of the program, unless 
Congress appropriates additional money to the program. 

Mr. GARDNER. Is it your opinion that Congress ought to appro-
priate, and will you be asking for more money? 

Mr. LARSEN. We would be happy to work with Congress, you 
know, should they choose to look at other options to extend the pro-
gram. 

Mr. GARDNER. But you think continuing these bailouts is the 
proper role for the Federal Government? 

Mr. LARSEN. Well again, I think we disagree on the bailout ter-
minology, but we think this is a good program. 

Mr. GARDNER. Mr. Chairman, I yield back. 
Mr. STEARNS. The gentleman’s time has expired. Before I go to 

the next speaker, I just ask unanimous consent to put into the 
record the ERRP memos that are issued by CCIIO on March 2 and 
March 31, our staff memo of March 23, the Chief Actuary report 
of April 22, HHS response to the committee on high risk pools Feb-
ruary 28, and the New York Times article on GE. No objection, it 
is agreed upon. 

[The information appears at the conclusion of the hearing.] 
Mr. STEARNS. And at this point, we recognize the gentlelady, Ms. 

Myrick, for 5 minutes. 
Mrs. MYRICK. Thank you. I really have a lot of similar questions 

to what Mr. Gardner asked because of the same type of concerns 
that this $5 billion in money in the Early Retiree Reinsurance Pro-
gram has gone to corporations and unions. Again, I just have a 
hard time understanding when companies like one of them that 
made $20 billion in profit can’t afford to do their own programs. 
And if the healthcare plan wasn’t there, that they can dump their 
employees on anyway if they chose to do that. I mean, all of this 
just doesn’t make any sense to me, and so I guess how do you jus-
tify—you said and I heard you when you answered Mr. Gardner, 
that you say well, it is because you want them to continue to have 
coverage. But it just doesn’t make any sense that we are using tax-
payer money to fund their early retirement program so they are 
making huge profits. And he mentioned the United Auto Workers 
Trust Fund, which you clarified, but they reported assets last year 
of over $1 billion, and only 4.5 million liabilities, so why was it nec-
essary to give it to them? 
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Mr. LARSEN. Well, and as we have, I think, discussed earlier, his-
tory shows that the number of large employers that are even offer-
ing retiree benefits, health insurance coverage for their early retir-
ees has dropped dramatically from, I think, two-thirds to about 
one-third. So I don’t know whether those companies were profitable 
or not. I am sure many of them were, and yet, many of them con-
tinued to drop their retiree coverage. So this provision of the ACA 
is a way to ensure, as best we can, that that rate of dropping of 
retiree coverage does not continue. 

Mrs. MYRICK. Well again, I just go back to the fact that I am 
willing to bet that people in my district who—our unemployment 
is 11.1%, and they are having a heck of a time making it today, 
and they are giving their tax money to the Federal Government 
and now that tax money has gone to these corporations to pay for 
their retirement programs. I don’t think they think very highly of 
that, and it really aggravates me, too, quite frankly. 

Mr. LARSEN. Well again, as I have said earlier, the benefit of this 
is for the retirees themselves and to ensure that they have contin-
ued coverage. The money can only be used to reduce the costs for 
the retirees, like coinsurance, or the cost of the company as it re-
lates to the provision of the retiree benefits. 

Mrs. MYRICK. But there really weren’t any real specific guide-
lines they had to follow to apply for this program? I mean, pretty 
much most of them—you said a few of them didn’t get it but most 
of them—— 

Mr. LARSEN. Well, they had to send in a list of how many people 
they covered, who their retirees were, so there’s documentation cer-
tainly that goes along with becoming an approved sponsor in the 
program. 

Mrs. MYRICK. To me, again, this program proves that the notion 
that healthcare reform—the law is going to lower the cost is just 
preposterous. You take $5 billion to allocate for what I think is a 
dubious program, because the Administration is just anxious to 
give it away, and it already looks like it won’t last until, you said 
2012. I thought it was 2014. There are commitments made to like 
5,000 entities already, $1,8 billion has been paid out, so how is that 
$5 billion going to be nearly enough for the corporations and the 
unions that you are giving it to? 

Mr. LARSEN. Well, at the rate now, it is unlikely that it will last 
until 2014, certainly. I think we did announce yesterday that we 
would stop taking new applications for approved sponsors after— 
I think at the end of April, so we are going to stop the pipeline, 
if you will, of eligible companies and State and local governments 
that can apply. 

Mrs. MYRICK. I know you have already talked and I am sorry I 
was unable to be here earlier. I was in another hearing about the 
high risk pools, but I did have a question particularly relating to 
North Carolina, because they have had a functional high risk in-
surance pool in operation prior to the passage of the health reform 
law, and when the new law went into effect, they were required to 
set up a new pool alongside the state pool they already have which 
is functioning. It is very confusing to consumers, but it just seems 
kind of odd that the federal program would essentially require the 
operation of these two separate pools, and why couldn’t North 
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Carolina just have had the option to take the federal money and 
expand the pool that was already working, because it has been 
working for them? 

Mr. LARSEN. Well, there is certainly no requirement that they set 
up a separate pool. For the states that declined to do so, HHS 
through our contractors operates pools in 23 states and the District 
of Columbia, and the statutory provisions relating to the federal 
PCIP are different than the terms that apply under state law for 
the state high risk pools. 

Mrs. MYRICK. Right. 
Mr. LARSEN. So for example, there is no waiting period for cov-

erage for a high cost condition in the federal program, so it really 
serves as a compliment to the existing state programs. And states 
have been able to leverage off their state pools in terms of adver-
tising and knowledge about this pool as another alternative for in-
dividuals to be able to go into if they have been denied coverage 
for preexisting conditions. 

Mrs. MYRICK. I am a little confused. What I was told in North 
Carolina, a person must go without insurance for 6 months before 
he is eligible for federal coverage—— 

Mr. LARSEN. Correct. 
Mrs. MYRICK [continuing]. But the state pool doesn’t have this 

requirement. 
Mr. LARSEN. It is a little confusing, because they sound the same 

but they are different requirements. For the federal pool, you are 
not eligible if you have had insurance for the preceding 6 months. 
Typically in a state pool, there isn’t a requirement like that, but 
there are often requirements that when you come into the pool that 
you may have coverage for your preexisting condition excluded or 
there is a ‘‘waiting period’’ for coverage for your condition. So they 
each have different provisions relating to waiting periods and in-
surance coverage. 

Mrs. MYRICK. Yes, I—— 
Mr. STEARNS. I think the gentlelady’s time has expired. 
Ms. DEGETTE. Mr. Chair, I move to strike the last word. I just 

have—— 
Mr. STEARNS. The gentlelady is recognized. 
Ms. DEGETTE. Thank you. I think that my colleague from North 

Carolina is onto something, but—and maybe we can work to figure 
this out. Here is the problem. She is absolutely correct, and Mr. 
Chairman, you are correct and everybody is correct. These large 
companies and unions that have very high assets and profits are 
taking advantage of this program. The problem is there is no legal 
requirement that these companies offer insurance to their early re-
tirees, and so what is happening is as the economy went down, peo-
ple took early retirement, then the companies discontinued their 
health insurance. And we can’t make them offer health insurance, 
it is a contractual obligation that they have with their employees 
so if they don’t have that, then they can’t make their—we can’t 
make them give their early retirees health insurance. So then they 
won’t have health insurance. But I think maybe something we can 
work on, especially since this program is running out of money, is 
maybe we can find some other way to incentivize employers giving 
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health insurance to their early retirees that doesn’t consist of just 
simply subsidizing it. 

Short of that, what we would have to do is we would have to pass 
some kind of legal requirement that they offer insurance to early 
retirees, and I don’t think that is going to be acceptable to Repub-
licans or most Democrats. That is—I am just brainstorming, be-
cause I think we can probably modify the program so that we 
wouldn’t just be paying out the money, but maybe some kind of in-
centive. I would love to work with—— 

Mr. STEARNS. Well, I am very glad the gentlelady, the ranking 
member is also as outraged as we are that taxpayers’ money is 
being spent on large corporations who are very profitable who—— 

Ms. DEGETTE. Mr. Chairman, you don’t need to characterize 
what I just said. 

Mr. STEARNS. Certainly I can characterize what you just said, so 
I am glad you agree with us that this is obscene. Let us see. The 
next—you mentioned before that companies were rejected from the 
ERRP program. Will you be kind enough to submit this list for us 
for the record? 

Mr. LARSEN. For applications that weren’t accepted? 
Mr. STEARNS. Yes. 
Mr. LARSEN. I will. 
Mr. STEARNS. OK. We are going to Mr. Scalise, the gentleman 

from Louisiana, is recognized for 5 minutes. 
Mr. SCALISE. I thank the chairman for yielding, and I thank the 

gentleman, Mr. Larsen, for coming before us to testify. 
One of the things, as I look through this list, back during the be-

ginning of this whole debate, I think everybody recognized there 
were problems with the cost of healthcare and problems that need-
ed to be fixed, like preexisting conditions being discriminated 
against, that those of us that supported alternative legislation ad-
dressed directly without these taxes and mandates that are cre-
ating all of these problems. In fact, our bill was scored to lower the 
cost of healthcare by 10 percent. What we are seeing now, and I 
think one of the reasons you are seeing so many of these companies 
on this list come to the Federal Government saying give me tax-
payer money so that I can fund early retiree programs is because 
what these companies are seeing is since Obamacare passed, the 
cost of healthcare has dramatically increased. It is something we 
have seen. There is a consolidation in the industry. We have al-
ready seen a number of other problems from it, but you, yourself, 
just testified earlier that some of these companies that got millions 
of dollars, tens of millions of dollars in some cases, could have just 
been giving early retirement to their employees that otherwise 
would have been still working for the company, but because of the 
high cost of healthcare and the things that they had to do to con-
tract, they pushed some people into early retirement. I will ask you 
to clarify if I am incorrect, but you did say there is nothing you saw 
in the reports that you got, the requests for these companies, could 
they have done that? Could the companies have said because of the 
high cost of healthcare and these new burdens and mandates and 
taxes because of Obamacare, we are now going to have to squeeze 
some of our employees out into early retirement? And if they did 
that and they packaged those employees and put them into early 
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retirement and asked for money from you from this program, they 
could have gotten the money. Is that correct? 

Mr. LARSEN. What I said was that we didn’t evaluate as part of 
the process—— 

Mr. SCALISE. So they could have done that, is that correct? Or 
did you prohibit them from doing that? 

Mr. LARSEN. We didn’t evaluate the process by which they have 
an early retiree program. If they have a program—— 

Mr. SCALISE. So if they did what I just said, if they moved some 
employees that would today be working but now were pushed into 
early retirement because the company couldn’t afford the higher 
cost of healthcare because of Obamacare, and then they pushed 
them and sought State—federal taxpayer money for the ERRP pro-
gram, they could have gotten it, and some probably did. Right? 

Mr. LARSEN. Well, I don’t know. If it cost money to provide them 
health insurance and as employer it is going to cost money to pro-
vide them early retiree health insurance—— 

Mr. SCALISE. You didn’t even ask that question when they asked 
for the money. If they did what I just categorized, they could have 
gotten the money and you would have no way of knowing that. Is 
that correct? 

Mr. LARSEN. If I am understanding what you are saying, we 
didn’t evaluate the process by which they ended up with—— 

Mr. SCALISE. That is exactly right, so basically if a company said 
because of the higher cost of healthcare due to Obamacare, we have 
got to consolidate—— 

Mr. LARSEN. Well, that is where we part company. 
Mr. SCALISE. Well, but I mean, the marketplace has shown that 

healthcare has gone up, and in fact, you are seeing consolidation 
of health insurance providers—— 

Mr. LARSEN. It has been going up for decades. 
Mr. SCALISE [continuing]. Who are saying it happened specifi-

cally, but the consolidation that is occurring right now they will tell 
you is because of Obamacare. Talk to business owners, I mean, 
maybe you don’t ask those questions when you review these forms. 
I talk to businesses every day. Small businesses will tell you, me-
dium size and even large companies will tell you that the mandates 
and new taxes from Obamacare is one of the things that is pushing 
them to have to cut costs in other ways, including pushing people 
into early retirement. 

And so when I look at this list, first of all, the largest—unless 
you have got somebody higher, the largest recipient was 206 mil-
lion to the United Auto Workers Trust Fund. Was there anybody 
that got more than that? 

Mr. LARSEN. Well collectively state and local government was the 
largest recipient. 

Mr. SCALISE. Well right, you bailed out the State of California to 
the tune of $57 million, you bailed out the State of New York for 
47 million. 

You talked earlier in your testimony that you categorized this as 
a successful program. I mean, the program is going bankrupt be-
cause you are giving away so much money to bail out states and 
unions. I mean, did you really think it was going to be hard to give 
that money away? I mean, how was that a successful program 
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when companies who were making big profits and corporations and 
unions and states took tens and hundreds of millions of dollars 
from you? How is that successful? 

Mr. LARSEN. The program is not going bankrupt. Congress allo-
cated $5 billion—— 

Mr. SCALISE. You said in the press yesterday that you have allo-
cated $1.8 billion—— 

Mr. LARSEN. I don’t think that is the word—— 
Mr. SCALISE [continuing]. Already and that you are going to have 

to close the enrollment period earlier than expected because you 
are going to run out of money. 

Mr. LARSEN. Sure, but that is not a bankrupt program. 
Mr. SCALISE. Well, it is a program that is running out of money. 
Let me ask you this. Do you know how much money we spend 

every day that is borrowed money? 
Mr. LARSEN. I don’t know the answer to your question. 
Mr. SCALISE. OK. Forty-two cents—from the numbers I have 

seen, 42 cents of every dollar that the Federal Government spends 
is borrowed money, and when you look at this program, I don’t 
know if you can appreciate how offended some of us are, that you 
are giving away $57 million to bail out a State like California. You 
are giving away $206 million to bail out United Auto Workers 
Trust Fund. I understand you gave $5 million of taxpayers’ money 
to BP. Is that correct? 

Mr. LARSEN. You can’t lose sight of the millions of—— 
Mr. SCALISE. Did you give $5 million to BP? 
Mr. LARSEN. If it is on the list, then we did. 
Mr. SCALISE. I mean, my God, you wonder why people are of-

fended by this program when they are seeing all of this money 
going out the window, money that we don’t have, 42 cents of every 
dollar, and correct me if I am wrong on that number. But this 
shows that the program is broken and that the law itself has cre-
ated more problems. We have already seen companies are dumping 
prescription drug programs because of the taxes in Obamacare 
where you increased taxes on them, so people are dumping their 
prescription drug programs because of the law. 

Mr. LARSEN. This program will help—— 
Mr. SCALISE. And so again, you have got a program here—— 
Mr. LARSEN [continuing]. Them continue that for retirees. That 

is exactly right. 
Mr. SCALISE. Right, and so now we are seeing that companies are 

pushing more people into early retirement because of the higher 
costs due to Obamacare, and now you are giving them taxpayer 
money, 42 cents of every dollar which we don’t have. Maybe you 
don’t understand why that offends some of us, but it is very offen-
sive. 

I yield back. 
Mr. STEARNS. Gentleman’s time has expired. 
The gentleman from Virginia, Mr. Griffith, is recognized for 5 

minutes. 
Mr. GRIFFITH. I might be the last, I might not. Who knows. But 

hopefully it is. 
Let me ask you a question. You were talking earlier and you said 

you can’t look at this in an isolated situation, that there are lots 
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of things going on out there. That was in response to a question 
related to the money given to GE. Has GE gotten more money from 
you all under different programs? 

Mr. LARSEN. No, no. I just meant that we have a number of 
bridge programs to get us from kind of the broken market, the 
preexistent healthcare to 2014. This is one of them. PCIP is one of 
them until we have full reform implemented in 2014. 

Mr. GRIFFITH. All right. Here is my problem with this program 
as I have been listening to the testimony here today. It sounds like 
that as long as you provided employees with—retirees with health 
insurance plan, you were eligible to get money. I am just won-
dering, you all set up the regulations for this. Why wasn’t there a 
requirement that there at least be some indication that the com-
pany, following what you have said was the reason for it—that the 
company was not going to provide it? Because it sounds like to me 
from what I have heard that what you all have said is if they pro-
vide the benefits, they get the money, but we did it because we 
were afraid they were going to discontinue. So we may very well 
as taxpayers have given an awful lot of money to big companies 
like GE and AT&T and all of the other ones that have been men-
tioned here today who had no intentions. But like any good busi-
ness, if the Federal Government is handing out candy for free, they 
are going to take it, and they have the people who are able to go 
out there and look for it, where we may have actually short-
changed—if this is what you were trying to do—some small busi-
nesses or micro-businesses even that might have been wanting to 
do this but had no clue there was a program like this. 

I am just wondering why you didn’t have regulations that it 
would have at the very minimum required that the company state 
they were going to discontinue their program if they didn’t receive 
assistance within 90 days? 

Mr. LARSEN. Yes. Well, we tracked the statutory provisions when 
we put the regulations together, but I am not sure we would have 
been able to get those representations in advance of the program. 

Mr. GRIFFITH. So we were so—in such a big hurry to get 
Obamacare on the books, to get Obamacare into place that we 
didn’t bother to take a look at what was going to happen to the tax-
payers? Is that what I just heard you tell me? 

Mr. LARSEN. We—— 
Mr. GRIFFITH. We had to get the program started. We couldn’t 

take time to make sure that we weren’t just giving money to giant 
corporations who had no intentions of discontinuing their health in-
surance to retirees. That is what I heard your answer say. 

Mr. LARSEN. Well, we had statutory deadlines under which we 
wanted to get the program operational, but that is not why we 
didn’t do as you suggested. We implemented the program as it was 
set out in the provisions of the Affordable Care Act. 

Mr. GRIFFITH. How much notice was there—you said that most 
of the beneficiaries were state and local governments, and I am 
just wondering, did the Virginia VRS get any of this money? 

Mr. LARSEN. I can—I would have to go back and look at the list. 
I am not sure if they did. 

Mr. GRIFFITH. I am just wondering, because, based on your cri-
teria they would have qualified. 
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Mr. LARSEN. I think all—— 
Mr. GRIFFITH. That is all right. They will get me an answer later. 
Other than just looking at the bill itself—and I am glad you 

found yourself constrained by the bill, because we have had some 
other agencies in here that seem to think they can make up the 
rules as they go—but in that regard, you don’t think you had the 
ability to create a regulation or rule that would say that you had 
to be getting ready to discontinue your benefits in order to hand 
out these checks? 

Mr. LARSEN. I will confirm back to you, but I don’t believe—and 
I wasn’t here when we drafted those regulations—but I don’t be-
lieve that we saw the statute as creating the type of program that 
you just described. 

Mr. GRIFFITH. OK. 
Mr. LARSEN. But I will—we will confirm that with you. 
Mr. GRIFFITH. And you just came in in what, December or Janu-

ary? 
Mr. LARSEN. Well, as the head of the CCIIO. I was running over-

sight but not ERRP. 
Mr. GRIFFITH. OK. So these regulations would have been the pre-

vious initialed name, which what was that, CCIIO before they 
changed the name? 

Mr. LARSEN. OCCIIO. 
Mr. GRIFFITH. OCCIIO, and so that would have been—the regu-

lations would have been created by that administrator at that 
time? 

Mr. LARSEN. Well, it was the same individual. I am just saying 
I wasn’t personally involved in the regs at that point. I am just 
saying I believe that we did not conclude that we could have cre-
ated a—kind of a needs-based program as you just described. 

Mr. GRIFFITH. That would have been the same fellow who got 
hired 5 weeks before the bill passed but was hired under the au-
thority of the bill that had not yet passed, would it not? You were 
here for that testimony earlier. I was too, so I am correct, am I not? 

Mr. LARSEN. I think I know who you are referring to. I am not 
sure I agree with the characterization. 

Mr. GRIFFITH. I am just repeating what he said. 
All right, Mr. Chairman, I yield back my time. 
Mr. STEARNS. I thank you, and—my colleagues, we are going to 

go one more round here, so Mr. Larsen, I appreciate your patience 
staying until we voted. 

Following up with what Mr. Griffith just said, is there any way 
you can confirm that all these companies that my colleagues have 
talked about, that when they said that they are going to drop their 
coverage, do you have the ability to go back and certify what they 
say is correct? 

Mr. LARSEN. Well under the current program, they did not—they 
are not required to certify—— 

Mr. STEARNS. My question is GE comes to you and said that we 
cannot pay for all these employees that are doing an early retire-
ment and we need 36 million. And you say OK, you look at it and 
you give them the money, but you certified that—— 

Mr. GRIFFITH. Mr. Chairman—— 
Mr. STEARNS [continuing]. All these people would lose—yes? 
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Mr. GRIFFITH. Mr. Chairman, if you would yield for just a second. 
My concern was and I think his testimony was was that they didn’t 
even ask that question. 

Mr. STEARNS. Right, so I am following up—— 
Mr. GRIFFITH. Oh, OK. 
Mr. STEARNS. Not only did they not ask, the question is do you 

have anything in statute that says you should have certified this 
and you didn’t? So my question is is there something in statute 
that says you have to certify that they will lose their coverage—— 

Mr. LARSEN. No. 
Mr. STEARNS [continuing]. And did you do that? 
Mr. LARSEN. There is nothing—— 
Mr. STEARNS. So there is nothing in statute that says you have 

to certify that they will indeed lose their—— 
Mr. LARSEN. No, the only thing—the CEO has an attestation 

that the information that they are providing in connection with the 
application—— 

Mr. STEARNS. So the CEO does this and that—— 
Mr. LARSEN. No, just to be clear, the CEO doesn’t attest nor does 

the statute provide for a requirement—— 
Mr. STEARNS. Well how do you prevent somebody from telling 

you that these employees are going to lose it—— 
Mr. LARSEN. No, all they have to do is tell us that they have an 

early retiree program—— 
Mr. STEARNS. Right. 
Mr. LARSEN [continuing]. And provide the documentation for the 

claims that satisfy the statutory threshold. They, of course, must 
continue the program—— 

Mr. STEARNS. Can an outside source or anybody that confirms in 
your office that what they provide in these papers is accurate? 

Mr. LARSEN. Oh, yes, we audit and validate the claims data that 
they provide, but again, they are not representing to us nor does 
the statute require them to represent that if they don’t get the 
money, they won’t continue their program. 

Mr. STEARNS. I mean, is it possible that a lot of companies will 
come in and say they need the money—after they see this list will 
come in and say I need the money, they will submit the papers to 
you, and they really have a profit that they can cover it them-
selves. How do you know that they can’t cover it themselves is my 
question. 

Mr. LARSEN. Well, the premise of the program is that the best 
way to ensure that these programs continue is to provide the as-
sistance that is set out in the program, because again, we know 
that many companies have continued to drop this—— 

Mr. STEARNS. Let me interrupt you. 
Mr. LARSEN. Probably many that were profitable—— 
Mr. STEARNS. Mr. Larsen, you told the press yesterday that you 

are closing enrollment for this program, and you just said it to Mr. 
Griffith and Mr. Scalise. 

Mr. LARSEN. Right. 
Mr. STEARNS. You reported that you have already spent $1.8 bil-

lion, is that correct? 
Mr. LARSEN. Right, that is correct. 
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Mr. STEARNS. OK. Is that all that is accounted for today, or are 
there additional claims that have not yet been included in that re-
port? 

Mr. LARSEN. You mean of the 1.8 billion? 
Mr. STEARNS. No, no. OK, you have already spent that. 
Mr. LARSEN. Right. 
Mr. STEARNS. But are there other claims out there that have not 

been included in this report that you are going to approve and are 
going to make the list longer? Yes or no. 

Mr. LARSEN. Yes. 
Mr. STEARNS. OK. 
Mr. LARSEN. But can I—may I—— 
Mr. STEARNS. Has all the $5 billion of the program already been 

obligated? 
Mr. LARSEN. No. 
Mr. STEARNS. And how much is left? 
Mr. LARSEN. Well, that is what I am trying to say. So we—— 
Mr. STEARNS. Just approximately. 
Mr. LARSEN. I am going to tell you. 
Mr. STEARNS. OK. 
Mr. LARSEN. We have gotten 1.8 billion in paid claims—— 
Mr. STEARNS. Right. 
Mr. LARSEN. At any given point, we can tell you what has been 

paid, and then there are claims being processed that we know 
about but haven’t yet been paid. They have to be verified. The deci-
sion that we made to close—it is not to enrollees, but it is to plan 
sponsors. So all of the companies that have been approved as plan 
sponsors—and sponsors just means you are eligible to—— 

Mr. STEARNS. Are you going to have enough money? 
Mr. LARSEN. What is that? 
Mr. STEARNS. Are you going to use up all the $5 billion? 
Mr. LARSEN. Oh, I think we will use up the $5 billion. 
Mr. STEARNS. OK. 
Mr. LARSEN. But I think that will happen—— 
Mr. STEARNS. How many have not been verified and are waiting? 
Mr. LARSEN. It is a small number. We have—— 
Mr. STEARNS. One hundred, 50, 10? 
Mr. LARSEN. It could be. 
Mr. STEARNS. One hundred? It could be 100? 
Mr. LARSEN. It is not 100. I think it is—— 
Mr. STEARNS. It could be 1,000? 
Mr. LARSEN. I don’t think it is 1,000, no. 
Mr. STEARNS. How much money is left or waiting to be verified? 
Mr. LARSEN. I just want to be clear, when you say waiting to be 

verified, do you mean claims or applicants? Applicants to me is a 
company. 

Mr. STEARNS. Claims. 
Mr. LARSEN. Oh, it is not a large amount. 
Mr. STEARNS. OK. 
Mr. LARSEN. I mean, we can get that to you, but it is not like 

there is another billion dollars in claims that are out there. We 
have reported what claims are out the door. There is always going 
to be a small amount of claims that are in progress. 
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Mr. STEARNS. You are really in a position of being Santa Claus, 
and here we are at Easter. So I think a lot of us just find this un-
believable that you can just hand out this kind of money based 
upon a criteria that is not clear and based upon not certifying, ex-
cept through your staff, their word of mouth that they cannot pay 
these early retirees. 

I think you said you are going to close this down, but refresh my 
memory. Wasn’t this program supposed to go to 2014 originally? 
Isn’t that true? 

Mr. LARSEN. Yes, ideally. 
Mr. STEARNS. OK. So the fact is that you have run out of money, 

so that is why you are forced to close it. So I mean, isn’t this a bad 
reflection on this program that the fact is that you are running out 
of money that is supposed to—— 

Mr. LARSEN. I think it is a reflection of the success of the pro-
gram, because there are a lot of companies that have—— 

Mr. STEARNS. Well, can I tell you an honest—— 
Mr. LARSEN. Yes. 
Mr. STEARNS [continuing]. Secret? Everybody takes free money. 

If you get free money—I think you and your friends and your 
neighbors would take the money if it is free, so you are going to 
always run out of money if it is free. 

With that, my time is expired. I will recognize the ranking mem-
ber. 

Ms. DEGETTE. Thank you, Mr. Chairman. 
So the title of this hearing today is ‘‘The PPACA’s High Risk Pool 

Regime: High Cost, Low Participation.’’ So really, the entirety of 
the questions on the other side have been about the Early Retiree 
Reinsurance Program, so I guess we can stipulate that the 
PPACA’s high risk pool regime is in pretty good shape. 

So the first thing I want to do, Mr. Larsen, is thank you for an-
swering all of these questions that I don’t know how prepared you 
were to come and answer them, but I certainly had not been brief 
by the Majority staff that they would be focusing this hearing on 
this topic. So I think you have done an admirable job trying to an-
swer these questions about this other program. 

I want to try to clarify some things for some of the members who 
perhaps don’t understand the basic facts of the Early Retiree Rein-
surance Program, and maybe even for my own edification, what is 
the purpose of the program, briefly, Mr. Larsen? 

Mr. LARSEN. The purpose is to ensure the continued availability 
of health benefits for early retirees that are provided by the range 
of applicants that we see. 

Ms. DEGETTE. OK, and that is people between 50 and 65—— 
Mr. LARSEN. Typically, yes. 
Ms. DEGETTE [continuing]. Who have retired from their jobs? 
Mr. LARSEN. That is right. 
Ms. DEGETTE. Many of them are employed by large corporations 

or—correct? 
Mr. LARSEN. But many are not. 
Ms. DEGETTE. Many are not. About how many individuals have 

enrolled in this early retiree program? 
Mr. LARSEN. Well to clarify, we don’t enroll individuals, per se. 
Ms. DEGETTE. Right, you enroll the companies, but how—— 
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Mr. LARSEN. There are about 5,000 plus, maybe 5,900 sponsors. 
Ms. DEGETTE. And how many people—how many employees are 

involved in—— 
Mr. LARSEN. Well, I think at least four million early retirees are 

in programs that have benefited from ERRP. 
Ms. DEGETTE. Right, so by—— 
Mr. LARSEN. Millions of people. 
Ms. DEGETTE. The way the law was set up as this bridge pro-

gram until 2014 is that the companies and the union trust funds 
and others could sign up for the program and then they would use 
that to insure the employees. So there is like four million people 
who might not have insurance right now who are getting insur-
ance, right? 

Mr. LARSEN. Yes. 
Ms. DEGETTE. And if those four million—and as far as you know, 

the companies are not obligated to offer insurance to those early re-
tirees. You don’t know one way or the other, right? 

Mr. LARSEN. We don’t know, but I also believe that even profit-
able companies are known to stop providing retiree benefits, health 
insurance benefits to their retirees. 

Ms. DEGETTE. Right. So you know, this program is modeled on 
the Part D Medicare drug benefit that Republicans passed last 
time they were in the Majority, which gave $70 billion to compa-
nies to provide drug benefits to seniors. Isn’t that correct? 

Mr. LARSEN. There can be parallels there, yes. 
Ms. DEGETTE. OK. Now, do you know that large firms who pro-

vide workers with retiree health coverage dropped from 66 percent 
in 1988 to 29 percent in 2009? 

Mr. LARSEN. Yes, it is a big problem. 
Ms. DEGETTE. It is a big problem because it leaves people be-

tween 50 and 65 who are not eligible for Medicare yet, but many 
of whom have preexisting conditions or health problems going out 
into the individual insurance market and trying to buy policies, 
right? 

Mr. LARSEN. That is correct. 
Ms. DEGETTE. So if we hadn’t have done some kind of a bridge 

like this, then that would have potentially left millions of Ameri-
cans out there with—it would have added to the number of unin-
sured until 2014 when they can enroll in the exchanges and so on, 
right? 

Mr. LARSEN. That is exactly right. 
Ms. DEGETTE. Now look, I am not sure that—even though maybe 

this is modeled on the Part D program which just gave $70 billion 
to companies, maybe the way we have got it structured is not per-
fect. Maybe as we go forward, since it has been so popular, we 
should require employers to certify somehow that they are not 
going to be able to offer these benefits. But the bottom line is, the 
benefits ultimately inure to the employees, not to the employers, 
correct? 

Mr. LARSEN. Correct. 
Ms. DEGETTE. And that is four million people that might not oth-

erwise have health insurance, correct? 
Mr. LARSEN. That is right. 
Ms. DEGETTE. Thank you. 
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Thank you, Mr. Chairman, I yield back. 
Mr. STEARNS. All right, gentlelady yields back. 
The gentleman from Virginia for the second round of questioning. 
Mr. GRIFFITH. Thanks. Well, I thought I was going to be last, but 

we are going to do a couple more rounds, apparently. 
I think that in response to my colleague, I think that the reason 

you have gotten so many questions today is that the news didn’t 
break until yesterday about the other program, and so a lot of folks 
were a little bit surprised that we were giving away the free money 
so to speak, and that was the concern that you have heard a lot 
today. But I do think that there are some concerns that overlap 
with the program that initially this hearing was about, and that— 
and what I am hearing in this is that you said that the program 
for the retirement money, you know, it will go until the 5 billion 
is used up and then it is over with. But for the high risk pools, 
however, it looks like you all are spending money on that to a point 
where it may actually—that 5 billion may not be able to survive, 
and I look—— 

Mr. LARSEN. Not able to survive, meaning run out? 
Mr. GRIFFITH. Run out of the 5 billion before—— 
Mr. LARSEN. For the PCIP program? 
Mr. GRIFFITH. For the PCIP program, because you have got—I 

mean, I am looking—— 
Mr. LARSEN. We are going to work within that, but we are off 

to a slower start than was projected. But we believe that we are 
going to continually increase the rate of enrollment. 

Mr. GRIFFITH. Well, let us touch on that before we get back to 
the money issues. 

Mr. LARSEN. OK. 
Mr. GRIFFITH. You are off to a slower rate than anticipated, and 

in fact, wasn’t it anticipated that there would be about 375,000 
people who would be involved in that program in 2010 alone, but 
there were only 12,000? So isn’t it, in fact, at least for 2010 and 
even into early 2011, isn’t it, in fact, the program has been a fail-
ure? 

Mr. LARSEN. No, I wouldn’t at all characterize it that way. 
Mr. GRIFFITH. Well, OK, I disagree but that is OK. That is what 

life is about. 
Now that being said, let us go back to the money issue because 

it appears, according to—and I am looking at some notes here that 
say Washington Post reported on December 27 that New Hamp-
shire has only about 80 members but they spent double the 
$650,000, and then HHS agreed to give New Hampshire more 
money and is basically taking it out of money that they anticipated 
that they would be spending in later years—— 

Mr. LARSEN. That is right. 
Mr. GRIFFITH. California has indicated that they think they will 

spend over the life of the program $1 billion, and Alaska, while 
only anticipates having 132 enrollees, anticipates spending $7 mil-
lion or $56,000 per—56,000 plus per enrollee. Looking at those 
numbers is why it looks like to me that even with the failed num-
bers coming into the high risk pools, that you are not possibly 
going to be able to do it on $5 billion. Isn’t that a fair assessment? 
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Mr. LARSEN. I understand your point, but I don’t agree and here 
is why. 

Mr. GRIFFITH. You don’t agree, but it is a fair assessment. Rea-
sonable people can disagree, but you would agree it is a fair assess-
ment coming from my philosophical position, would you not? 

Mr. LARSEN. I would not. 
Mr. GRIFFITH. All right, well go ahead with your position. 
Mr. LARSEN. So it is very early in the program, and there are 

certainly some states that are running ahead of their projections. 
Every state had to provide within their allocation projections re-
garding the number of members and the costs, and that was part 
of the contract. There are certainly some states that are running 
ahead of projections, meaning like New Hampshire. The people 
that they have are much more costly than they projected, so they 
are running through their money faster. There are many other 
states that are not running ahead of projections, so we will con-
tinue to monitor exactly how they do with monthly reports that we 
get from the states each month where they are in terms of their 
costs and their enrollment, and we will work within the $5 billion 
appropriation through the cycle that we have. 

Mr. GRIFFITH. So then doesn’t that mean that if you are one of 
the states that is looking at this thing that you are much better 
to spend your money now and get your up front money, because at 
some point you are going to have to marshal the funds and not give 
as much to the states that might come in late? 

Mr. LARSEN. Well—— 
Mr. GRIFFITH. Isn’t that what you just said? 
Mr. LARSEN. States can’t run ahead and spend the money. It is 

a function of at what rate people come in to the program. 
Mr. GRIFFITH. So if New Hampshire is spending more money 

than they were allocated in the first year and you allow them to 
have more money coming in, and if a few other states start doing 
that, isn’t it possible that if enrollees in a state that is not doing 
that right now come in too late in the process, there may not be 
money there to take care of them? Isn’t that accurate? 

Mr. LARSEN. Not to be argumentative, I suppose it is theoreti-
cally possible. We don’t envision that happening, though. 

Mr. GRIFFITH. Yes, if you envisioned that happening, you would 
have put more money in the program. 

Mr. LARSEN. We are limited to the 5 billion. 
Mr. GRIFFITH. It is not only theoretical, but based on the early 

data it is possible. 
Mr. LARSEN. I don’t think it is likely. 
Mr. GRIFFITH. All right. I yield back my time. 
Mr. STEARNS. Gentleman yields back. I am going to ask some 

more questions, and certainly give the ranking member, if she 
wants additional questions. 

She brought up the fact that the hearing was really scheduled 
dealing with the high risk pools, and I think it is important also 
to recognize that we have been asking for all this information on 
the Early Retirement Reinsurance Program. We just got it, so—the 
breaking news on it, so we thought since you are here you could 
accommodate both. But I think her point is well taken that we are 
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also here because of the high risk pool, so I have a few questions 
for you before you go. 

How many people are enrolled in the high risk pools today? 
Mr. LARSEN. I believe that the number that we posted in March 

as of February 1 was 12,000 plus, and since that time there have 
been additional enrollments. Enrollment continues to grow at a 
pretty fast clip, so—— 

Mr. STEARNS. How many people enroll solely in the plan that is 
run by the Health and Human Services? 

Mr. LARSEN. I think it is over 3,000 of the 12,000. 
Mr. STEARNS. OK. Does HHS publicly disclose the number of in-

dividuals enrolled in each State’s high risk pool? Do you publish 
that? 

Mr. LARSEN. Yes. 
Mr. STEARNS. OK, and is it easy to get access to find—go to each 

state and find—— 
Mr. LARSEN. I will confirm, but I believe that we do. 
Mr. STEARNS. So I could go—I could find in the State of Flor-

ida—— 
Mr. LARSEN. Yes, actually, I am sorry. Of course we do, yes. We 

do. In the posting that we put up in November and the posting that 
we put up in March for February, it lists the state enrollments and 
then it lists the number for the federal PCIP enrollment. So you 
can go back and you can see what is happening in each State. 

Mr. STEARNS. And towards that end, will HHS please submit a 
detailed breakdown of the number of individuals currently enrolled 
in each state pool and the federal high risk pool for the record? 

Mr. LARSEN. We can, but I am pretty sure that is what posted 
on the Web site. 

Ms. DEGETTE. If the chairman will yield, healthcare.gov—I have 
got the listing right here and I would ask unanimous consent to 
put it in the record. 

Mr. STEARNS. All right, so ordered. 
[The information appears at the conclusion of the hearing.] 
Mr. STEARNS. Now we have been talking on this side, obviously, 

and you have admitted that you are going to run out of funds deal-
ing with the Early Retirement Reinsurance Program, isn’t that cor-
rect? 

Mr. LARSEN. It is likely at the pace that we are going. 
Mr. STEARNS. And in fact, you are going to—you indicate you are 

going to shut down the program? 
Mr. LARSEN. No, just to be clear, we will—— 
Mr. STEARNS. I mean, if you run out of money you are going to 

shut down the program. 
Mr. LARSEN. Well, if I can just clarify. We announced we would 

stop taking new applications for new sponsors. 
Mr. STEARNS. Which is an indication you are slowing down or 

stopping the program. 
Mr. LARSEN. But for existing sponsors we will continue to process 

claims until the $5 billion appropriation runs out. 
Mr. STEARNS. OK. Dealing with the high risk pool program, you 

have about $5 billion in funding, is that correct? 
Mr. LARSEN. Correct. 
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Mr. STEARNS. OK. To date, how much funding has been spent of 
this 5 billion? 

Mr. LARSEN. I think that was the number that we were dis-
cussing earlier, which is the 33 million and roughly 25 million 
minus the startup costs, so it is in the $60 million range total. 

Mr. STEARNS. It is safe to say that this program is going to run 
out of money before 2014? 

Mr. LARSEN. I don’t think so. I don’t think so. 
Mr. STEARNS. But you are not sure? 
Mr. LARSEN. Well, I don’t think we are going to run out of 

money. 
Mr. STEARNS. We have asked you for a number of documents re-

lated to creating a waiver process, and we have had previous hear-
ings. Your response has been very slow in this process. Will you 
commit to getting these documents and e-mails to us next week? 
Is that—Mr. Larsen, can that be possible? 

Mr. LARSEN. We are committed to continuing to produce the 
records that you have requested. We have continued to prioritize 
our production in response to requests from the committee. I know 
we have responded to many of them but not all. I will do my best 
to get them to you as soon as we can. I am not sure for those par-
ticular records I can commit under oath that I will have them next 
week. 

Mr. STEARNS. Do you know it has been over 2 months since we 
requested them? 

Mr. LARSEN. We have had many, many requests from you and 
others that we are really trying to work on. We respect the commit-
tee’s ability to get this information and we will continue to push 
to get it to you. 

Mr. STEARNS. We have also asked for Medicare fraud estimates. 
Is that in your—— 

Mr. LARSEN. I will take it back to my colleagues. 
Mr. STEARNS. OK, you can ask them. 
OK. Let me say thank you for your attendance here, and ranking 

member, would you like to close with anything additional? 
Ms. DEGETTE. No, just thank Mr. Larsen for coming. 
Mr. STEARNS. OK. We appreciate again your forbearance here as 

we went through our voting process, and again, it is very helpful 
for us to have you here to answer our questions. 

And so with that, nothing further, the subcommittee is ad-
journed. 

Mr. LARSEN. Thank you. 
[Whereupon, at 1:52 p.m., the subcommittee was adjourned.] 
[Material submitted for inclusion in the record follows:] 

PREPARED STATEMENT OF HON. FRED UPTON 

Thank you, Chairman Stearns, for holding this hearing on the high risk pools in-
cluded in last year’s health care law. We all know the administration rushed to 
push the bill over the finish line with a very narrow margin of support. Apparently 
in that haste, there was not time to conduct studies on the economics of their plan. 
For this program and others, the numbers just don’t add up. 

am troubled by how this program seems to have been vastly oversold. Shortly 
after passage of the health care law, the administration’s own Chief Actuary for 
Medicare and Medicaid Services estimated that in the first year alone 375,000 indi-
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viduals would enroll in this program. Today, only approximately 12,000 have en-
rolled. 

This is a shocking difference from what was originally promised, and it raises a 
number of questions: Was the need for this program oversold, perhaps as a way to 
strong-arm moderate Democrats into voting for a trillion dollar expansion of the 
government? Or is the need for the program real, and it was the ability of the fed-
eral government to understand and administer such a system that was oversold? 

What should concern everyone in this room is that even though only four percent 
of those expected to enroll in this program have actually done so, it appears that 
this program will still have no problem spending the entirety of its $5 billion budget 
between now and 2014. If we expected 375,000 enrollees and only got 12,000- 
shouldn’t we be getting some of that money back? I am interested in hearing wheth-
er our witness can explain this today. 

Thank you, Mr. Chairman. I yield back the balance of my time. 

PREPARED STATEMENT OF HON. JOHN D. DINGELL 

Today’s hearing offers a great opportunity for this Subcommittee to learn more 
about how Director Larsen and the Center for Consumer Information and Insurance 
Oversight or CCIIO is implementing the temporary high-risk insurance pools cre-
ated in the Affordable Care Act. 

These high-risk insurance pools are designed to help those most in need in our 
society—those with cancer, diabetes or asthma—who are routinely denied insurance 
in the private market. For those not denied in the private market, they often find 
that the cost of insurance still makes health coverage out of their reach. 

Starting in 2014 insurance companies will no longer be able to deny coverage to 
any individual with a pre-existing condition, but until then the Pre-Existing Condi-
tion Insurance Plan is serving as a temporary bridge to help those receive coverage 
until the Exchanges open in 2014. 

CCIIO faced an enormous task in front of them in setting up the PCIP programs, 
and I would commend Director Larsen and CCIIO for meeting the 90-day deadline 
and for aggressively working with the states to assist them in setting up PCIP pro-
grams. 

Enrollment in PCIP is now over 12,400 and has grown 50 percent from November 
2010 to February 2011. While this is an achievement, there is much more we need 
to do. 

I am pleased to see CCIIO conduct a unique and targeted outreach campaign to 
help enroll individuals most in need. The Center has reached out on the grassroots 
level through the American Cancer Society and the American Diabetes Society, and 
partnering with government agencies such as the Social Security Administration. In 
addition, the Center has offered webinars and has met with various stakeholders 
including providers, hospitals, and consumer groups, among others. These steps are 
necessary to target eligible individuals, and I believe these steps show CCIIO’s com-
mitment to bridging the gap for the sickest of the sick. 

Now I know some of my friends on the other side of the aisle are critical of PCIP. 
I would remind them that the creation of high risk pools was proposed by Congres-
sional Republicans. In fact, Members of the Energy and Commerce Committee have 
offered their own legislation appropriating far more money than laid out in the Af-
fordable Care Act to implement high risk pools nationwide. 

High risk pools and PCIP are designed to ensure that our constituents across the 
country suffering from chronic disease are not bankrupt due to their medical bills 
or forced to foreclose their home to pay for the medical bills that continue to stack 
up. This vulnerable population deserves our help. 
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