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Testimony Supporting Governor’s Bill No. 983

AN ACT LIMITING ANTICOMPETITIVE HEALTH CARE PRACTICES

Senator Cabrera, Representative Wood, Senator Hwang, Representative Pavalock-D’Amato and
distinguished members of the Insurance and Real Estate Committee, thank you for the opportunity to
offer testimony in support of Governor’s Bill No. 983, An Act Limiting Anticompetitive Health Care
Practices. | am Dr. Deidre Gifford, Executive Director of the Office of Health Strategy (“OHS”). OHS’
mission is to implement comprehensive, data driven strategies that promote equal access to high quality
health care, control costs, and ensure better health for the people of Connecticut.

The time has come for concrete action on health care affordability. Its impact on our residents is stark -
Americans collectively spend over $400 billion a year out of their pockets. Last year, almost 40% of
Americans put off care due to how much it would cost — a record high. Furthermore, the most common
cause of bankruptcy is related to medical debt. There is mounting evidence that consolidation in the
healthcare industry and limitations on competition are a significant contributor to the rise in prices.

We have a high quality health care system in Connecticut. But affordability matters too. We believe both
are possible. We know that the pandemic has exacerbated and brought to the forefront the significant
disparities in both health care access and affordability. Now —more than ever — we need to address the
underlying cost drivers of health care and trust data-driven solutions. During this session, we will have our
first year of cost growth benchmark data to help refine our efforts —and now, we can begin to tackle this
issue by empowering providers and consumers, freeing up competition in the healthcare industry, and
taking steps to put money back into consumers’ pockets.

Governor’s Bill No. 983 contains two of several initiatives that together are aimed at addressing this
complex issue with a multi-pronged approach. Specifically, this bill proposes market reforms that enhance
competition, encourage innovation, and reduce costs within our health care system. First, the Governor
proposes to limit out-of-network costs for inpatient and outpatient hospital services to 100% of the
Medicare rate for the same service in the same geographic area. In addition, the proposal also prohibits
the use of anti-competitive contracting terms that can impede competition, leading to higher prices.

Sections 1 and 2 of the bill are based on the National Academy for State Health Policy’s (NASHP) Model
Act to Address Anticompetitive Terms in Health Insurance Contracts. The proposal specifically targets
health insurance contract terms that have been used by health systems to impede competition and
increases prices. The bill would prohibit new, amended, or renewed health care contracts on or after
January 1, 2024 from including the following types of provisions:
e Anti-tiering clauses: Requiring a health plan to extend a preferred value tier status to all
facilities or provider in a health system, even if certain providers do not meet cost or quality
standards for that tier
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e Anti-steering clauses: Prohibiting insurers from using incentives to steer patients to higher value
providers

o All-or-Nothing clauses: Requiring health plans to accept all providers in a healthcare system or
none of them

e Gag clauses: Preventing parties from disclosing relevant information, including price or terms of
an agreement to a third party

It is important to note that this language also contains language protecting health care carrier’s ability to
engage in network design, cost, or quality initiatives that tier providers by cost or quality or that steer
enrollees to centers of excellence or any other pay-for-performance program. This provision is critical to
ensuring innovation can be supported through these new provisions.

OHS would also like to note that HB 6620, An Act Promoting Competition in Contracts Between Health
Carriers and Health Care Providers is similarly based on NASHP model language and appears to share the
same goals, but differs from the Governor’s proposal in several ways. We look forward to working with
the proponents of this bill to come to consensus on language that can most effectively be implemented
to provide the strongest protections for our residents.

Section 3 of the bill is also based on NASHP’s work, the Model Act to Limit Out-Of-Network Provider Rates.
The premise of this initiative, as indicated from the Medicare Advantage program?, is that a fixed and
reasonable out-of-network rate can reduce in-network negotiated rates, encourage in-network
participation, and reduce overall spending by limiting the value of the option of staying out-of-network,
which providers can use to increase their prices?. These types of restrictions can assist in leveling the
playing field between insurers and large health care systems, with a result of lowering costs and increasing
access for patients.

In order to implement these new provisions, the Governor proposed in his biennial budget a team of five
new employees in the Office of Health Strategy to comprise a new unit headed by a project manager, and
including analytic, legal, and actuarial support. The team will compile and analyze hospital data to
calculate the costs of in-network and out-of-network hospital services, monitor compliance with the new
out-of-network limits, and develop and author an annual report with trends analysis of the costs and
hospital compliance, as well as recommendations for further actions to make health care more affordable
and accessible to residents of the state.

OHS, in collaboration with the Connecticut Insurance Department, is carefully analyzing the overlap
between this proposal and current federal and state provisions on emergency department surprise billing.
We look forward to sharing this analysis with the committee and making any appropriate, necessary
updates to avoid conflicts and ensure the highest level of protection for our residents.

| respectfully request that the committee support Governor’s Bill No. 983 and look forward to working
with all parties to craft the best possible version of these concepts. | would like to again thank the
committee for the opportunity to present this testimony, and | am happy to answer any questions you
may have.
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