
Strathcona 
REGIONAL DISTRICT 

STAFF REPORT 

DATE: August 10, 2018 FILE: 0550-04 Board 

TO: Chair and Directors 
Regional Board 

FROM: David Leitch 
Chief Administrative Officer 

RE: MSP AND EMPLOYER HEALTH TAX IMPACT TO SRD BUDGET 

PURPOSE/PROBLEM 
To present the Board with information relating to the changes to Provincial Medical Services 
Premiums (MSP) and the new Employer Health Tax starting in 2019 and related expected impact 
to the Strathcona Regional District budget. 

POLICY ANALYSIS 
ln 2017, the Province announced a 50% reduction in provincial Medical Service Premiums (MSP), 
effective January 1, 2018, with a planned total elimination of MSP at some point in the future. In 
the 2018 provincial budget, the government announced the introduction of a new employer health 
tax designed to eventually replace MSP premiums. This annual payroll tax applies to employers 
and will come into affect January 2019. The SAD's payroll is over $1.5 million annually, therefore 
the employer health tax will be 1.95% on gross pay. The current provincial budget does not call 
for the remaining 50% reduction of MSP in 2019, therefore the SRD will continue to pay MSP 
premiums at 50% plus the new payroll tax. The Province aims to fully eliminate the MSP premiums 
in 2020 but that is not yet confirmed. 

EXECUTIVE SUMMARY 
From a budget standpoint if the Province follows through with the proposed plan to fully eliminate 
MSP by 2020, the projected net impact to the SAD's budget from the transition of MSP to 
employer health tax is nominal. MSP costs were 1.8% of gross payroll in 2017, and the employer 
health tax is 1.95% of gross pay. The table below summarizes the estimated impact to the SRD 
budget from 2017 to 2020, assuming the Province does follow through and eliminate the 
remaining MSP premiums by 2020. 

2017 2018 2019 2020 
SAD Gross payroll $4,899,245 $4,997,230 $5,097,175 $5,199,118 
MSP Premiums 88,263 45,910 46,828 - 
Employer Health Tax - - 99,395 101,383 
Total cost to SRD 88,263 45,910 146,223 101,383 
SAD Budget 88,263 90,028 91,829 101,383 
Net Impact to SRD 
budget 

$- $44,118 ($54,394) $- 

Many other local governments are announcing a 1-2% tax rate increase for this MSP to employer 
health tax transition, as many reduced their 2018 budget with this original announcement of MSP 
50% reduction. Their 2019 budget needs to be increased to fund 50% of remaining MSP in 
addition to the new employer health tax starting in 2019. It does not appear that the SAD budget 
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for 2018 was reduced for the change in MSP and the budget appears to remain in tact for 
employee benefits, however this will be further confirmed when preparing the 2019 budget. 

The overall impact to local governments with the transition from MSP to Employer Health Tax will 
be incremental to the SAD's budget, assuming the remaining 50% MSP is eliminated in 2020 as 
has been communicated by the Province. The table above identifies that SRD will realize some 
savings in the 2018 with reduced MSP rates at 50% of $44,118, and for 2019 there will be a 
corresponding increase for the new employer health tax of $54,394. Following the assumption 
that the Province will eliminate the remaining 50% MSP in 2020, staff would recommend the SRD 
budget is not increased in 2019 for this one time increase as the budget will stabilize in 2020. 

It is expected that the Employer Health Tax will be less administratively burdensome with a flat 
calculation on gross payroll versus individual employee calculations, therefore moving to this tax 
from MSP may be a more efficient system for the Province, public service bodies and businesses. 

RECOMMENDATIONS 

THAT the report from the Chief Administrative Officer be received. 

Respectfully: 

Prepared by: M. Foort, BBA, CPA, CA, Chief Financial Officer 
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