Uongress of the Wnited States
MWashington, A 20515

Speaker Pelosi

Office of the Speaker
H-232, US Capitol
Washington, DC 20515

October 7, 2009

Dear Speaker Pelosi:

As Congress continues to consider revenue sources for America’s Affordable Health Choices
Act and other health insurance reform proposals, we strongly encourage you to reject
imposing an excise tax on so called high cost insurance plans. Such a tax would impact
regions with high health care costs in the short-term, and, in the long-term, inevitably extend
to more and more middle-income Americans across the country.

As you know, the Senate Finance Committee reform proposal, America’s Healthy Future Act,
currently includes a 40 percent excise tax on insurers for plans that exceed certain cost
thresholds. Real life experience with both health insurers and inelastic markets for services
such as health insurance has clearly warned us that this tax will be passed along to insurance
payers. Beginning in 2013, the threshold for individual plans will be $8,000 and $21,000 for
family coverage. In subsequent years, increases in the cost thresholds will be tied to the
Consumer Price Index for urban consumers (CPI-U) plus one percent. The proposal also
includes a transition relief rule, which will set cost thresholds 20 percent higher for the 17
highest cost states. The transition relief rule will be phased out by 2016. It is important to
note that the proposed thresholds for such a tax already have been surpassed for many middle-
income Americans in 2009.

For middle-income Americans that have forgone wage and salary increases for strong
insurance benefits, these thresholds are simply too low. And, for middle-income Americans
who live in the nation’s highest cost regions for health care, the transition relief rule is also
too low and phased out far too soon.

A Commonwealth Fund report issued on August 20, 2009, “Paying the Price: How Health
Insurance Premiums Are Eating Up Middle-Class Incomes, " outlined projected increases in
insurance premiums if nothing is done to change the current cost trajectory. According to the
report, average insurance premiums will increase 94 percent over the next ten years, with
average annual increases of 5.7 percent. The report went on to conclude that average
premium costs for family coverage in 2015 will range from $15,508 in the lowest cost state to
$19,731 in the highest cost state. Considering high and low cost states will be treated the
same with regard to the proposed excise tax in 2015, the average premium projections in high
cost regions teeter on the projected cost thresholds of the excise tax.

Further, the lessons learned from the alternative minimum tax (AMT) should also serve as a
warning for the creation of an excise tax on high cost insurance plans. Over the past four
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decades, the AMT has morphed from a tax on the wealthiest Americans to a tax on the middle
class. In 1969, when the AMT was first enacted, the tax impacted only the wealthiest of
Americans. In 2010, nearly one in five Americans will be subjected to the tax. A similar
situation with the proposed excise tax is possible considering our experiences with medical
inflation.

While America’s Affordable Health Choices Act will work to rein in insurance premium
costs, these savings will be generated from long-term fixes and may not substantially mitigate
premium costs in the short-term before the costs of such an excise tax are passed from the
insurer to the customer, including middle-income families.

Beyond these other arguments, there is a fundamental flaw in assuming a tax on so called high
cost plans will sway choice of insurance coverage, and in turn, discourage wasteful health
care spending. This assumption is based on access to a substantial choice in coverage, which
is certainly not the case under our current system. Today, small employers pay more for a
given insurance plan than a large employer — not because of benefit quality or an employees’
excessive use of plan benefits, but due to smaller risk pools. While America’s Affordable
Health Choices Act will help close most of these price discrepancies, this won’t be achieved
until 2018 when all reforms are enacted. Further, America’s Affordable Health Choices Act
will allow for continued use of age rating with determining premium costs. While age rating
will be restricted, the practice underscores limited choice for cheaper coverage options.

America’s Affordable Health Choices Act includes sensible revenue sources to pay for the
legislation. However, inclusion of an excise tax on high cost insurance plans, as proposed by
the Senate Finance Committee, could have significant and detrimental implications for
millions of middle-class Americans. The short-term impact would be greatest on individuals
and families living in high cost regions and for those that have sacrificed pay increases for
strong benefits. Over the long term, the number of individuals and families subjected to the
tax would likely continue to grow. To this end, we urge you to continue to reject
proposals to enact an excise tax on high cost insurance plans that could be potentially
passed on to middle class families.

We look forward continuing to work with you to advance health care reform legislation that
expands coverage and lowers care costs.

Sincerely,

o Gunh
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Cosignatories (190):

Courtney, Joe; Abercrombie, Neil; Ackerman, Gary; Andrews, Robert; Arcuri, Mike;
Baca, Joe; Baldwin, Tammy; Berkley, Shelly; Bishop, Sanford; Bishop, Tim;
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Clarke, Yvette; Clay, Lacy; Cleaver, Emanuel; Cohen, Steve; Conyers, John; Costello,
Jerry; Crowley, Joseph; Cummings, Elijah; Dahlkemper, Kathy; Davis, Danny; Davis,
Lincoln; DeFazio, Peter; Delahunt, Bill; DeLauro, Rosa; Dicks, Norman; Dingell, John;
Doggett, Lloyd; Doyle, Mike; Driehaus, Steve; Edwards, Donna; Ellison, Keith;
Ellsworth, Brad; Engel, Eliot; Eshoo, Anna; Farr, Sam; Fattah, Chaka; Filner, Bob;
Foster, Bill; Frank, Barney; Fudge, Marcia; Gonzalez, Charles; Garamendi, John;
Grayson, Alan; Green, Al; Green Gene; Grijalva, Raul; Gutierrez, Luis; Hall, John;
Halvorson, Debbie; Hare, Phil; Harman, Jane; Hastings, Alcee; Heinrich, Martin;
Higgins, Brian; Himes, Jim; Hinchey, Maurice; Hirono, Mazie; Hodes, Paul; Holden,
Tim; Holt, Rush; Honda, Mike; Inslee, Jay; Israel, Steve; Jackson Jr., Jesse; Jackson-Lee,
Sheila; Johnson, Eddie Bernice; Johnson, Hank; Kagen, Steve; Kaptur, Marcy; Kennedy,
Patrick; Kildee, Dale; Kilpatrick, Carolyn Cheeks; Kilroy, Mary Jo; Kucinich, Dennis;
Langevin, James; Larson, John; Lee, Barbara; Levin, Sander; Lewis, John; Lipinski, Dan;
Loebsack, David; Lofgren, Zoe; Lowey, Nita; Lujan, Ben; Lynch, Stephen; Maffei, Dan;
Maloney, Carolyn; Markey, Edward; Massa, Eric; Matsui, Doris; McCarthy, Carolyn;
McCollum, Betty; McDermott, Jim; McGovern, Jim; McMahon, Michael; Meek,
Kendrick; Meeks, Gregory; Michaud, Michael; Miller, Brad; Miller, George; Mollohan,
Alan; Moore, Dennis; Moore, Gwen; Murphy, Chris; Murphy, Scott; Murtha, John;
Nadler, Jerrold; Napolitano, Grace; Neal, Richard; Norton, Elanore Holmes; Oberstar,
James; Olver, John; Ortiz, Solomon; Owens, Bill; Pascrell, Bill; Pastor, Ed; Payne,
Donald; Perlmutter, Ed; Perriello, Thomas; Peters, Gary; Pingree, Chellie; Quigley,
Mike; Rahall, Nicek; Reyes, Silvestre; Richardson, Laura; Rodriguez, Ciro; Ross, Mike;
Rothman, Steve; Royal-Allard, Lucille; Rush, Bobby; Ryan, Tim; Salazar, John;
Sanchez, Linda; Sanchez, Loretta; Sarbanes, John; Schakowsky, Janice; Schauer, Mark;
Schiff, Adam; Schrader, Kurt; Schwartz, Allison; Scott, Bobby; Scott, David; Serrano,
Jose; Sestak, Joe; Shea-Porter, Carol; Sherman, Brad; Shuler, Health; Sires, Albio;
Slaughter, Louise; Space, Zach; Speier, Jackie; Stark, Peter; Stupak, Bart; Sutton, Betty;
Teague, Harry; Thompson, Bennie; Tierney, John; Titus, Dina; Tonko, Paul; Towns,
Edolphus; Van Hollen, Chris; Velazquez, Nydia; Visclosky, Peter; Walz, Tim;
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