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SPONSOR:  Representative Lujan

BILL SHORT TITLE:  Gross Receipts Tax Deduction for Federal Military “TRICARE” Health Insurance

CONFLICTS, DUPLICATES, COMPANIONS:  Numerous bills are proposing healthcare deductions or exemptions. TRD will be cataloging the various bills.

DESCRIPTION:  This bill proposes a deduction for receipts from Federal Military “Tricare”. This is a managed care health insurance similar to the state’s SALUD program for Medicaid recipients, or various managed care private insurance programs. Three types of  Tricare are available to active duty military, military retirees and their families: TRICARE Prime — where Military Treatment Facilities (MTFs) are the principal source of health care; TRICARE Extra — a preferred provider option that saves money; and ; TRICARE Standard — a fee-for-service option (the old CHAMPUS program). Once TRICARE beneficiaries become Medicare eligible, they are no longer covered by TRICARE.  

EFFECTIVE DATE:  July 1, 2001

FISCAL IMPACT (Thousands of dollars):  

Note: Parenthesis ( ) indicate a revenue loss:

	
	
	Recurring or
	

	
	Estimated Impact on Revenues
	Nonrecurring
	Funds 

	
	  FY 2001 
	  Full Year r   
	     Impact     t     
	             Affected          .             

	
	(244)
	(265)
	Recurring
	General Fund

	
	(193)
	(210)
	Recurring
	Local Funds


Roughly 3.9% of the state’s population is covered by Tricare. However, veterans themselves, apparently, continue to elect treatment at military treatment facilities.  The program administrator reported paying $7.5 million in claims in its last fiscal year for all professional services.  An assumed average rate of 6% produces a base which is then adjusted to account for growth.

ADMINISTRATIVE IMPACT: Administrative impact is minimal. Forms and instructions will have to be updated; the material will have to be included in taxpayer seminars; auditors will have to be instructed in the new provisions.

OTHER IMPACTS AND ISSUES:

1. Tricare is simply an employer-provided health care plan similar to a facility-based HMO. It is difficult to see why this particular type of employer-provided health insurance should be singled out for preferred tax treatment. Once the state “rolled over” on Medicare B receipts, however, it has become very difficult to forestall the types of requests for preferred treatment as exhibited in this bill.

2. Tricare is not particularly generous. Note the table of costs on the following page. Reimbursements to doctors are about equal to Medicare reimbursement levels. This bill, in essence, seeks to subsidize the federal governments relatively ungenerous treatment of military and retiree families and the state’s healthcare providers. 

	
	TRICARE Prime
	TRICARE Extra
	TRICARE Standard (Standard CHAMPUS)

	Annual Deductible Individual/Family
	None
	$150/$300
	$150/$300

	Annual Enrollment Fees 
Individual/Family
	$230/$460
	None
	None

	Civilian Provider copays: 
Outpatient Visit 
Emergency Care 
Mental Health Visit
	$12 
$30 
$25
	20% of negotiated fee
	25% of allowable charges

	Civilian Inpatient Cost Share
	$11 per day ($25 minimum)
	$250 per day or 25% of hospital billed charges; plus 20% professional fees
	$390 per day or 25% of hospital billed charges; plus 25% of professional fees

	Civilian Inpatient Mental Health
	$40 per day
	20% of institutional and professional charges
	$144/day or 25% of institutional and professional charges


3. As has previously been noted, if this is good policy for doctors and osteopaths, it is probably equally good policy for nurses, dentists, podiatrists and other licensed health care practitioners. This would increase the general fund and local government costs by about 74%.

