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DECLARATION OF GERALD F. KOMINSKI, Ph.D.

I, Gerald F. Kominski, Ph.D. declare under penalty of perjury as follows:

1. I am the Associate Director of the UCLA Center for Health Policy Research,
and a Professor in the Department of Health Services and Associate Dean for Academic Programs at
the UCLA School of Public Health. I am familiar with the provisions of SB 2, a referendum which
will appear on the ballot this November as Proposition 72. I make this declaration in support of the
petition for writ of mandate in this action.

2. I graduated with a bachelor’s degree in chemistry from the University of
Chicago in 1978 and received my doctorate in public policy analysis from the University of
Pennsylvania in 1985. My career focus for the last 19 years has been on quantitative analysis of the
economic costs of health care and the influence of cost on health care policy choices. I served as a
health policy analyst for ProPAC (a Congressional agency that monitors and develops Medicare
hospital payment policy) and for the RAND corporaticn prior to becoming a member of the UCLA
faculty in 1989. My research focuses on evaluating the costs and cost-effectiveness of medical
programs and technologies, including estimating the financial impacts of alternative approaches to
health care reform. A copy of my curriculum vitae is attached as Exhibit A to this declaration.

3. The Argument Against Proposition 72 states that the legislation will result in
“$7 billion in new taxes on employers and workers.” That figure appears to be based on a
September 2003 study by the Los Angeles County Economic Development Corporation entitled
Analysis of the Economic Impacts of Mandatory Health Coverage in California [“LAEDC study”),

available on-line at http://www.calchamber.com/pdf/sb2 analysis.pdf. I have reviewed the LAEDC

study and conclude that it makes a number of fundamental mistakes that result in a gross
overestimation of the cost of covering uninsured employees under Proposition 72.

4, I'have redone the LAEDC study correcting just the two most blatant errors, but
retaining their data sources and methodology. Adj usting the number of uninsured employees to
account for those who already have health insurance elsewhere, and adjusting the cost to the employer
to account for the tax deduction it will get for providing insurance, results in a revised estimate that

Proposition 72, if fully implemented, would result in no more than $2,699,023,514 in total after-tax
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premium costs for employers and employees. The spreadsheet I prepared for these calculations is
attached as Exhibit B to my declaration.

5. Redoing the LAEDC calculations with the lower figures of uninsured eligible
employees supplied by my colleagues at the UCLA Center for Health Policy Research results in an
estimate of $1,774,552,187 in total after-tax costs to employers and employees for health insurance
premiums. The spreadsheet I prepared for this second set of calculations is attached as Exhibit C to
my declaration.

6. The first error in the LAEDC study that I corrected for in my Exhibit B
spreadsheet concerns the overstatement of uninsured Californians eligible for coverage under
Proposition 72. The LAEDC calculation includes the individuals in Table 5 on page 13 of their report,
which is labeled “Number of California Employees Offered Health Care Coverage but Refuse.”
However, 72% of employees who refuse coverage do so because they have insurance elsewhere. (See
E.R. Brown, N. Ponce, T. Rice, S.A. Lavarreda, The State of Health Insurance in C. alifornia: Findings
Jrom the 2001 California Health Interview Survey, UCLA Center for Health Policy Research,

June 2002, pp. 40-41, available on-line at

ht_tp://www.healthpolicv.ucla.edu/nubs/ﬁles/shic062002.pdf.) Thus the figures in Table 3 should have

been reduced by that 72% before they were added to the figures in Table 4 (“Number of California
Employees Not Offered Health Care Coverage™). I redid the calculation making that necessary
reduction. As shown in the column of my spreadsheet (Exh. B, Column H) labeled “Table 5 excluding
those with insurance,” the number of employees in firms of 20 or more offered but declined coverage
decreases from 1,068,052 to 299,055. Adding this figure to the Table 4 figure of 1,031,858 employees
in firms of 20 or more who have not been offered coverage results in 1,330,913 employees eligible for
Proposition 72 coverage — not the significantly larger figure of 2,099,910 used by the LAEDC study.
Making only that one change reduces the estimated cost of Proposition 72 coverage for firms of 20 or
more employees from $7,169,972,152 (Exh. B, Column G) to $4,165,159,744 (Exh. B, Column K).

7. The second major mistake in the LAEDC study that I corrected for was the

failure to take into account the tax consequences of providing the health insurance mandated under
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Proposition 72. On average, California employers receive a combined federal/state tax benefit of
approximately 44% (35% federal corporate tax rate, 8.84% state corporate tax rate) for the costs of
prdviding health care insurance for their employees. This fact must be taken into account to get an
accurate estimate of the cost to the employer of providing health insurance coverage. Thus after
correcting the figures on the number of employees eligible for Proposition 72 coverage, and
multiplying those by the average health insurance premium costs relied on by LAEDC, I multiplied the
employers’ total by 56%. This resulted in a revised estimate of $2,699,023,514 as the total after-tax
cost for employers and employees in firms with 20 or more employees (Exh. B, Column M).

8. In my second spreadsheet (Exh. C) I make that same adjustment for the tax
consequences of providing health insurance, but instead of the LAEDC numbers on uninsured
employees I use a figure of 698,000 employees in firms of 20 employees or greater eligible for
Proposition 72 coverage. That figure is derived from the work of my colleagues at the UCLA Center
for Health Policy Research. (E.R. Brown, H. Yu, S.A. Lavarreda, L. Becerra, A. Dube, R. Kronick.
SB 2 Will Extend Coverage to I Million Uninsured Workers and Dependents, UCLA Center for Health

Policy Research, Sept. 2003, available on-line at

hutp://www.healthpolicy.ucla.edwpubs/files/SB2_FactSheet.pdf.) With the UCLA figures. the
estimated total after-tax cost to employers and employees for Proposition 72 coverage is
$1,774,552,187.

9. There is a third error in the LAEDC analysis that [ was not able o correct. Their
analyses include employees in firms with 20-49 employees, who would only be eligible for health
insurance benefits under Proposition 72 if the state provided subsidies to their firms. Although the
formula used by LAEDC to estimate the proportion of workers offered insurance in different firm sizes
is provided in a footnote on page 12 of their report, I was unable to use that formula to recreate the data
shown in Table 4 because I cannot determine what assumptions the authors used regarding the offer
rate within each category of firm size. The California Employment Development Department does
provide data separately for firm sizes of 20-49, 50-100, and 100-250, and the authors should have used
these breakdowns to get a more accurate estimate of the number of uninsured employees in California

firms.

3

DECLARATION OF GERALD F. KOMINSKI, Ph.D. IN SUPPORT OF
PETITION FOR WRIT OF MANDATE




CUL ci Caudy L irOf CRUME UCLH DSURUUL FPUBLLL HERHL I H TO0 815183466201 P. 648

10. I have reviewed a chart recently made available by thé No on 72 campaign that
gives different estimates for the employer share of the cost of providing health care coverage under
Proposition 72, The chart is available on-line at hrtQ://www.stogthehcalmtax.orggdﬂworksheet.gdﬁ
The estimates, which it says are derived from a June 22, 2004 report by the LAEDC entitled The
Economic Impact of Mandatory Health Insurance Coverage on California Business, are different from
those in the September 2003 LAEDC study. Using those different figures for the costs to the
employer, but again adjusting for the corrected number of affected workers and for the 44% tax benefit
of providing coverage, I came up with a revised after-tax total cost of $2,962,226,103 for providing
health insurance coverage in firms of 20 or more employees.

11 It is, of course, impossible to know the exact cost of providing health insurance
coverage to eligible employees under Proposition 72; too many variables remain unknown. However,
even with those uncertainties, it is a near impossibility that Proposition 72 will result in a cost of
$7 billion to employers and employees. That figure is three times higher than any conservative but
reasonable estimate of the legislation’s cost, even using the data sources and methodology of the
September 2003 LAEDC study. Using the LAEDC figures, an accurate statement wonld be that
Proposition 72, if fully implemented, would result in a total cost to employers and employees of no
more than $2.7 billior.

I declare under penalty of perjury under the laws of the State of California that I have
personal knowledge of the foregoing except for those matters set forth on information and belief, and if

called upon to do so I could and would so testify. Executed this 27th day of July, 2004, at

Los Angeles, California.
W
M\& ) . .

Gerald F. Kominski, Ph.D.
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