February 18, 2005

Senator Kip Averitt



Hand Delivered
Texas Senate

Re: Texas Health Insurance Risk Pool (“Pool”) draft bill

Dear Senator Averitt,

I am filing these comments on behalf of the Texas Professional Benefit Administrators Association and I currently serve as president of the group.  TPBAA is an association of approximately 31 Texas third party administrators (“TPAs”) and 47 associate members (networks, pharmacy managers, and other health care vendors) representing thousands of public and private self-insured employers across Texas.

As you know, we have worked closely with you and your staff over the past 15 months to develop solutions to the Pool deficit, and we greatly appreciate your open process of seeking input from all interested parties.  

Predictably, we do not support the “covered lives” or “capitated” approach to calculating the assessment because it falls inequitably on stop loss carriers and self-funded employers.  Stop loss coverage is essential to most self-funded plans.  The more expensive or less available that stop loss coverage becomes for Texas employers, the fewer choices employers have to obtain affordable and available health insurance for their employees.

The remainder of the bill we like.  We are optimistic that the changes will help lower operating costs for the Pool, thereby reducing the size of the deficit.  Including small employer plans will substantially increase the assessment base to help lower assessments for all contributors to the deficit.

Specifically, the covered lives approach is flawed for several reasons:

Unfair and unconstitutional - It results in an inequitable assessment.  Under the proposal, insurers and HMOs will pay roughly 0.49% of their total premium (almost a 47% reduction from the previous figure of 0.92%) while stop loss carriers will pay approximately 7.25% of their total premium (a 687% increase from the previous figure of 0.92%).  Recall that under the present system every carrier paid the same percentage of its assessable premiums (0.92% for 2003).  See the attached exhibit for more details.  This is unfair and suspect under equal protection principles.  A similar approach in Colorado has been the subject of carrier lawsuits on this constitutional basis.  It also omits large public and private employers who do not purchase stop loss coverage.  As a result, mid-sized employers bear the brunt of this approach.

Hidden tax on mid-sized employers - Second, the approach will have two inevitable consequences as we have learned in Indiana. Stop loss carriers will either stop writing coverage altogether or provide less coverage in order to reduce the size of their assessment, or they will be forced to raise the price of stop loss coverage.  Either consequence results in higher costs and/or fewer choices for employers trying to provide health benefits to their employers.  It becomes, in effect, a hidden tax on certain Texas employers who provide health benefits for their employees.

Broad based solution absent - the approach fails to require all Texans, or at least all participants in the health care system, to pay their fair share of a Pool created by the state to protect a small vulnerable class of Texans.  General revenue gained from taxes paid by all Texans, or a modest assessment on doctor’s visits or hospital stays to bring in all participants in the health care system, spread the risk and result in fairer treatment for everyone.

Thank you to you and your staff for all your hard work on this important issue.

Very truly yours,

Sam Francis

President, TPBAA
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