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*2018/The Excise Tax
The Sky is Falling. Very Slowly.
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Cost Management and the Excise Tax: Employers find themselves confused over
balancing short term needs and long term goals an abundant  /ack of information.

Let us assume that 3 points can be correctly made:

M Excise Tax for High
Cost Plans 1. The passage of the sweeping healthcare reform legislation con-

tained little to no conditions which actually attempt to get at
controlling the main cost drivers of the American Healthcare
system.

B Children Eligible up
to Age 26

B No Lifetime Limits

2. Nearly every insurance industry juggernaut has released surveys

¥ Auto-Enroll New which state that the majority of employers have a firm belief that
Hires the recent passage will drive benefits-related costs up, not down
EE's Working 30+ - as intended.
Hours Eligible

3. Employers, as depicted to the left, are most concerned about the
cost implications of the legislation over which they have the

Percent of Employers Saying [Certain] Provision is a Significant or

Very Significant Concerh. least control.

OFTEN TO MY DETRIMEN T, I enjoy looking at charts and $400, with a 10% increase each year, you will be over the $10,200
graphs about O0senti mentd. I Bmtj oy them because they find a
quantify our emotional response in the insurance industry to the

constant changes we are left to deal with. Whether it be an aging Unfortunately, if you offer your employees a PPO plan, you know
demographic, a sick population, shifting of workforce overseas, an that what is being defined as &
increasing language barrier, or legislation like we are facing now, we  case. If you are fortunate enough to offer your employees a plan with

more likely than not will scour through any information we can get low deductibles, high coinsurance, low out of pocket maximums, low

our hands on to better understand what it is that is impacting us so Rx copays, and are doing so while keeping per paycheck costs to your

decisively. More often than not, however, | find myself with a new employees low, the cost of your plan is inevitably on the high side.
found understanding which begs for a practical solution.

So is the solution to keep costs down so that you are not subject to the
The Excise Tax of 2018. What is it? 40% excise tax to cost shift more to your employees? That seems
In a nutshell, The excise tax levies a 40% nondeductible tax on the awfully backwards! What about the new minimum benefit standards?
annual value of health plan costs for employees that exceed $10,200  What if you just provide that to your employees in the future?
for single coverage or $27,500 for family coverage in 2018. The tax

is paid by the employer either through increased premiums on an The jury is still out on whether the excise tax will accomplish what it

insured plan or a surcharge levied by the administrator of a self- has set out to do; tax highly compensated employees. At the moment,

funded health plan. what seems equally likely to happen is the excise tax, or the act of
avoiding it, may just end up causing the average employee to pay

It is still early to say, but suggestions have been made that 60% of more out of pocket; the effects of which will have to be saved for

employers will find themselves above the excise cap by 2018. All it  another article.
would take is about an 8% average annual increase between now and
then for that to occur. If your current employee single premium is 1. Towers Watson HealthCare Reform Surviay 2010



