The Group Coverage vs. Individual Insurance Decision:
Should you offer group health coverage to employees?

With the employer shared responsibility penalties for large employers now in place, employers must decide whether
they will offer employer-sponsored health coverage that complies with the Affordable Care Act (ACA) or drop
coverage and lose a valuable attraction and retention tool. Likewise, small employers may also be debating the
benefits of offering group coverage or having employees enroll in individual plans. The flowchart below looks at the
advantages and disadvantages of three of the options available to employers: offering coverage; eliminating
coverage, but increasing compensation; or not offering coverage without offering any increase in compensation.

Will you offer health
coverage to employees?
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‘ Employer Advantages

pay for health coverage are not subject to
these taxes

* Tax deduction for amounts paid for health
care

* Valuable recruiting/retention/employee
satisfaction tool

« Net cost of contributing to coverage is less
than the dollar amount of the contribution

*No ACA penalties

* Reduced payroll taxes—the amounts used to

Employer disadvantages

= Incurring costs for providing coverage
* Potential cost increases from year to year
« Administration of the employee health plan
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‘Employee Advantages

» Employer contributes to the cost of the plan

« Employer contribution is not taxable to the
employee

* Employee portion can be paid pre-tax

through a cafeteria plan or deducted—
reducing taxable income

Employee Disadvantages

« Ineligible for Exchange subsidies if coverage
meets requirements

No, but offer
additional

compensation
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‘ Employer Advantages

» The contribution can be a set
amount each year, not
dependent on health care costs

Employer disadvantages

« Incurring cost of increased
employee compensation

* [ncreased payroll taxes—amounts
paid as compensation are
subject to these taxes

= ACA penalties for large
employers beginning in 2015
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‘ Employee Advantages

* Employer contributes something
to cost of coverage

* [ncreased likelihood of being
eligible for Exchange subsidies

Employee Disadvantages

» Employee is ultimately
responsible for cost of coverage
and securing coverage

* Employer contribution is not as
valuable to the employee due to
the tax treatment of wages

* Taxable income is increased

» Potentially higher cost and
greater responsibility for cost in
future years

-
‘ Employer Advantages

» No direct financial cost

Employer disadvantages

» Potentially high turnover costs and
inferior workforce due to loss of
recruiting/retention tool

* Negative impact on employee
morale/commitment

* ACA penalties for large employers
beginning in 2015
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‘ Employee Advantages

« Increased likelihood of being eligible for
Exchange subsidies

Employee Disadvantages

» Responsible for entire cost of coverage

« Must have coverage available through
spouse or parent, be eligible for
government programs or find coverage
on individual market

» No tax benefits
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DYSTE WILLIAMS

For more information or for help evaluating your options, please contact Dyste Williams at 952-593-5025 or visit us online at

http://www.dystewilliams.com/.



