
 

 

March 1, 2016 

M16-010 

To: SPEEA Council Delegates 

From: SPEEA Legislative and Public Affairs Committee and SPEEA NW Vice 
Presidents, Brent McFarlane and Joel Funfar 

Subject: NEW BUSINESS:  Motion to Support Legislation to Repeal the proposed * 2018 
Health Benefits Tax on employer sponsored health care plans. 

 
Background 

Beginning in 2018, a new tax will hit health care benefits for working families. This 40% tax on high-quality health 
plans unnecessarily hurts those who need the most care: women, the elderly and people with chronic illnesses. But it 
also will hurt many people with average plans and those who are managing chronic conditions.  
The tax always has been a controversial part of the Affordable Care Act. During the congressional debate on the 
health reform law, many lawmakers opposed the tax because it was designed to make health care less affordable for 
people who get coverage through their job. The tax is conceptually flawed. 
 

  Employers already are hollowing out their coverage in anticipation of the tax. Working families are paying the 
price through large increases in their out-of- pocket costs.  

  Some 34% of plans are taking action to avoid the tax, often by reducing benefits or shifting costs to employees, 
according to a 2015 International Foundation of Employee Benefit Plans survey.  

         

  A 2014 Aon Hewitt survey found that 40% of employers had a plan that would be hit by the tax in 2018. Of 
employers that had assessed the impact, 33% said they would increase out-of-pocket costs to reduce premiums 
and avoid the tax.  

 

  The tax will hit a broad range of workers ” unionized and non-unionized alike.  
 
         Research shows that people forgo essential and nonessential services in equal amounts when cost-sharing 

requirements are increased. When people forgo needed treatment, their use of emergency department and hospital 
services increases.  
 
*   A 2015 poll of emergency physicians found that seven out of 10 were seeing patients in the emergency 
department who have private insurance but have forgone or delayed medical care because of high out- of-pocket 
expenses, co-insurance or high deductibles.  
*   Research also shows that insured people with chronic illnesses stop using needed services when they are shifted 
to health plans with high out-of-pocket costs, even when they are provided Health Savings Accounts or similar 
arrangements to help cover some of their costs.  
 
How is the health benefits tax imposed?  
 The Health Benefits Tax is a 40% excise tax on the costs of employer-based health insurance that exceeds certain amounts 
- generally $10,200 for individual coverage and $27,500 for family coverage. The tax will be applied to health insurance 
premiums as well as Health Savings Accounts (HSAs), Flexible Savings Accounts (FSAs) and other forms of health 
coverage.  
 
A 2015 Problem: The Tax Already is Driving Out-of-Pocket Costs Higher 

  The tax is designed to force employers to choose between paying the tax and increasing out-of-pocket costs for 
their workers.  
  According to the Congressional Budget Office (CBO), the vast majority of employers are expected to shift costs to 
their workers by increasing deductibles, co-pays, co-insurance and maximum out-of-pocket limits to avoid paying the 
tax.  

 
Several repeal bills have been introduced in Congress. Rep. Joe Courtney (D-Conn.) is sponsoring a bipartisan bill 
(H.R. 2050) to repeal the tax, as are Sens. Dean Heller (R-Nev.) and Martin Heinrich (D-N.M.) via S. 2045. Sen. 
Sherrod Brown (D-Ohio) has a related bill (S. 2075) with a number of Democratic co-sponsors. 

Motion 

It is moved that the SPEEA Council supports Legislation to Repeal the proposed 2018 (or designated 
year of implementation) Health Benefits Tax on employer sponsored health care plans. 

 



 

 

 
 

Pro 

 If the legislation is passed it will help to preserve union negotiated benefit levels in employer sponsored 
health care plans without penalizing workers. 

 
Con 

 Revenue not generated thru taxing employer sponsored health care plans will likely have to be generated 
elsewhere. 

 

 

 
Note: Per SPEEA Policy Section V Subsection A, Paragraph 5 “Passage or adoption of any SPEEA legislative or 

public issues proposal shall be by published ballot and require:  
a)   Total affirmative vote cast must be at least a simple majority of the total number of seated Council 
Representatives.  Council Representatives who are employed beyond 50 statute miles from the meeting and are 
unable to attend are excluded from the total number required.” 

 


