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Unwinding Obamacare
Exploring the Democrats’ 2800-page, $2.6 trillion takeover of health care

New Data Suggests Health Law’s Cost Rising
October 4, 2010

• Revenues generated by the
“Cadillac” health plans tax
may be lower than predicted
because certain FEHB
premiums are rising faster
than expected.
• As a result, Obamacare may
cost a good deal more than
originally estimated.

Last Friday afternoon, the Office of Personnel Management released the
new 2011 rates for health insurance plans under the Federal
Employees Health Benefits Program (FEHB). While this information
was previously only relevant to federal employees, it now has implications for individuals and their health
insurance plans nationwide.
High Cost Plans Tax Revenues May Be Less Than Projected

Under the Patient Protection and Affordable Care Act (PPACA), the thresholds for a new 40% high cost plans tax
(HCPT), also known as the “Cadillac tax,” are tied to the growth rate of the FEHB Blue Cross Blue Shield (BCBS)
Standard benefit plan. i The HCPT thresholds are tentatively set at premiums levels of $10,200 for individuals and
$27,500 for families beginning in 2018, but if the rate of growth in the BCBS Standard plan exceeds 55% between
2010 and 2018, the thresholds for the HCPT will increase similarly. ii iii If this happens, fewer plans will be subject
to the tax and fewer plans will restrict their benefit offerings to avoid the tax. This may be good news for
consumers, but not for government revenues.
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to $72.9 billion in revenue (in 2010 dollars) in 2035, rising to $437.4 billion in 2080. The two years of actual dollar
revenue estimates given by the Joint Committee on Tax for the HCPT—$12.2 billion in 2018 and $19.8 billion in
2019—pale in comparison to what the HCPT revenue will become under current assumptions. v Given the

magnitude of the HCPT as a source of growing future revenues to pay for growing future costs of health insurance
subsidies, even a slight increase to the HCPT thresholds will have an enormous impact on already astronomical
future budget deficit projections.
How Likely Is It That The HCPT Thresholds Will Be Increased?

Annual Premium Growth
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37% jump in the HCPT thresholds would
have serious implications for future budget revenues. Lacking sufficient revenues, either massive deficit increases
(which will become increasingly difficult to sustain given current deficit projections and rising interest rates) or
massive tax increases will be needed to pay for the new health care entitlements created under PPACA.

Conclusion

Six months after PPACA was signed into law, new data suggests it is quite likely that the high cost plans tax may
generate significantly less revenue than projected at the time of the tax’s enactment. viii Or to put it another way,
Obamacare may cost a good deal more than originally estimated.
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