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MEMORANDUM-IN-OPPOSITION

S.58-A (Budget) / A.158-A (Budget) – Part C

S.60-A (Budget) / A.160-A (Budget) – Part D

Part of the proposed Executive Budget for State Fiscal Year (SFY) 2009-10, would add an additional $481 million in healthcare assessments and health insurance taxes, on top of the $348 million already levied on the healthcare and health insurance industries in the Deficit Reduction Plan (DRP) for SFY 2008-09 [S.250-A (Budget) / A.163-A (Budget); Chapter 1, Laws of 2009].  Some healthcare plans have already sent out notices to health insurance brokers that they will be instituting a 2-3% retroactive 2009 rate increase for existing plans, to account for the new covered lives assessments and Section 332 assessments contained in the DRP.

The New York State Association of Health Underwriters (NYSAHU), the professional trade association representing health insurance brokers and producers in the State, which advocates in favor of affordable and accessible health insurance plans STRONGLY OPPOSES the draconian increases in healthcare assessments and health insurance taxes contained in both the Deficit Reduction Plan for SFY 2008-09 and the proposed Executive Budget for SFY 2009-10.

Some of these onerous new taxes and assessment include:

· $180 million by increasing the Section 332 assessments on all New York insurers, $108 million of which falls on health insurers;

· $126 million by increasing the HCRA hospital services surcharge, the sales tax on inpatient healthcare services, from 8.95% to 9.63%;

· $63 million by assessing a $1 claims processing fee on third party administrators (TPAs) that administer self-insured health plans;

· $62 million by increasing the Article 32 health insurance premium tax from 1.75% to 2.0%

· $50 million by extending the assessment of the 9.63% HCRA hospital services surcharge to urgent care clinics and physicians’ offices by establishing a physician procedure surcharge. 

If fully adopted, the DRP and Executive Budget will have laid a total of $829 million in new healthcare taxes and assessments on the backs of health plan enrollees and policyholders.  This will significantly inflate the costs of health insurance premiums, which will simply drive more New Yorkers into the ranks of the uninsured.

New Yorkers already pay over $3.75 billion in healthcare taxes via the Health Care Reform Act (HCRA) covered lives assessment, the current 8.95% HCRA hospital services surcharge, the 1.75% health insurance premium tax (a gross receipts tax), and the existing Section 332 industry-wide assessments funded through the State Insurance Department but sub-allocated to other state agencies.  Moreover, shifting the costs of mental health parity insurance for small businesses, cancer screening and early intervention programs, fire prevention safety programs, forge-proof prescription plans, and the like, from the State General Fund to such Section 332 assessments is unfair and unwarranted.  Given the current economic recession, adding such additional healthcare costs is not a wise public policy decision.   

As part of the recently enacted Federal Stimulus Plan, New York State will receive upwards of $5 billion in additional federal medical assistance percentage (FMAP) funds for Medicaid.  These monies must be utilized wisely for targeted healthcare restorations to offset the healthcare taxes and assessments outlined herein.

The current budget crisis presents a golden opportunity to address cost controls on the supply side of the delivery of healthcare services in the State.  First, we support the Governor’s plan to shift reimbursement toward primary and preventive care, but we must also reward wellness programs that reduce chronic diseases and hold patients more accountable for living healthy lifestyles.  Second, the over-utilization of high-priced, medical specialty care technologies must be addressed.  Third, serious consideration must be given to service-rationing decisions on end-of-life care.  These are the high-cost drivers in healthcare for the State’s aging population.  None of these are politically popular issues, but they must be addressed to achieve true healthcare reform if we are to expand coverage for the uninsured and reduce healthcare delivery costs while improving quality of care outcomes.

As such, for the reasons stated herein, NYSAHU STRONGLY OPPOSES the healthcare assessments and health insurance taxes contained in the DRP and proposed in the Executive Budget and URGES THEIR DEFEAT, since they will simply increase the underlying costs of health care and exacerbate the plight of the uninsured in New York.
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                                                            New York State Association of Health Underwriters
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