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TEXAS SERVICE SECTOR GROWTH CONTINUES

For this month's survey, business executives were asked supplemental questions on health care costs and the impact of the Affordable Care 
Act. 

Texas service sector activity expanded in August, according to business executives responding to the Texas Service Sector Outlook Survey.
The revenue index, a key measure of state service sector conditions, was unchanged from last month at 21, indicating activity increased at the
same pace as in July.

Labor market indicators reflected faster employment growth and longer workweeks. The employment index advanced from 4.6 to 13.2 in
August. The hours worked index was largely unchanged at 4.1 this month.

Perceptions of broader economic conditions continued to reflect optimism in August. The general business activity index was similar to last
month at 22.8. The company outlook index dipped from 21.6 to 18.3, with 23 percent of respondents reporting that their outlook improved
from last month and 5 percent noting it worsened.

Price pressures eased while wage pressures held steady this month. The selling prices index ticked down from 11.7 to 10.5, indicating prices
increased at a slower pace than in July. The wages and benefits index held steady at 20.1, suggesting labor costs increased at the same pace
as last month, although the great majority of firms continued to note no change in compensation costs.

Respondents’ expectations regarding future business conditions reflected less optimism in August. The index of future general business activity
fell slightly from 34.2 to 31.2. The index of future company outlook declined from 40.3 to 33. Indexes of future service sector activity, such as
future revenue and employment, remained in solid positive territory this month.

RETAIL SALES CONTINUE RISING

Retail sales climbed again in August, according to business executives responding to the Texas Retail Outlook Survey. However, the sales
index inched down from 22 to 20.6, suggesting slightly slower growth. Inventories increased at a slower pace than last month.

Labor market indicators improved this month. The employment index jumped from 0 to 15.7, indicating retail jobs increased in August. The
hours worked index was largely unchanged at 2.5, suggesting longer workweeks, although the great majority of firms continued to note no
change.

Retailers’ perceptions of broader economic conditions continued to reflect optimism in August. The general business activity index edged up
from 21.3 to 22.9. The company outlook index dropped 10 points to 16.8, with 23 percent of respondents noting an improved company
outlook over the prior month, compared with 6 percent reporting their outlook had worsened.

Retail price and wage pressures eased this month. The selling prices index fell from 19.4 to 15. The wages and benefits index moved down
from 23.4 to 19.3, although the great majority of firms noted no change in labor costs.

Retailers’ perceptions of future broader economic conditions reflected less optimism in August. The future general business activity index
declined from 35.4 to 31. The index of future company outlook plunged 11 points to 30.3. Indexes of future retail sector activity remained in
positive territory this month.

The Texas Retail Outlook Survey (TROS) is a component of the TSSOS that uses information only from respondents in the
retail and wholesale sectors.

The Dallas Fed conducts the Texas Service Sector Outlook Survey monthly to obtain a timely assessment of the state’s service sector activity.
Data were collected Aug. 12–20, and 244 Texas business executives responded to the survey. Firms are asked whether revenue, employment,
prices, general business activity and other indicators increased, decreased or remained unchanged over the previous month.

Survey responses are used to calculate an index for each indicator. Each index is calculated by subtracting the percentage of respondents
reporting a decrease from the percentage reporting an increase. When the share of firms reporting an increase exceeds the share reporting a
decrease, the index will be greater than zero, suggesting the indicator has increased over the prior month. If the share of firms reporting a
decrease exceeds the share reporting an increase, the index will be below zero, suggesting the indicator has decreased over the prior month.
An index will be zero when the number of firms reporting an increase is equal to the number of firms reporting a decrease. Data have been
seasonally adjusted as necessary.

 September 30, 2014
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TEXAS SERVICE SECTOR OUTLOOK SURVEY

Business Indicators Relating to Facilities and Products in Texas
Current (versus previous month)

Indicator
Aug

Index
Jul

Index Change
Indicator
Direction*

Trend**
(months)

%
Reporting
Increase

%
Reporting
No Change

%
Reporting
Decrease

Revenue 21.0 21.5 -0.5 Increasing 58 35.2 50.6 14.2
Employment 13.2 4.6 +8.6 Increasing 54 19.4 74.4 6.2
Part-time employment 10.0 7.5 +2.5 Increasing 10 15.2 79.6 5.2
Hours worked 4.1 3.9 +0.2 Increasing 7 7.9 88.3 3.8
Wages and benefits 20.1 20.3 -0.2 Increasing 63 21.6 76.9 1.5
Input prices 25.0 23.3 +1.7 Increasing 64 28.0 69.0 3.0
Selling prices 10.5 11.7 -1.2 Increasing 45 15.0 80.5 4.5
Capital expenditures 16.5 13.2 +3.3 Increasing 60 21.9 72.7 5.4

General Business Conditions
Current (versus previous month)

Indicator
Aug

Index
Jul

Index Change
Indicator
Direction*

Trend**
(months)

%
Reporting
Improved

%
Reporting
No Change

%
Reporting
Worsened

Company outlook 18.3 21.6 -3.3 Improving 36 23.4 71.5 5.1
General business activity 22.8 22.4 +0.4 Improving 34 26.9 69.0 4.1

Business Indicators Relating to Facilities and Products in Texas
Future (six months ahead)

Indicator
Aug

Index
Jul

Index Change
Indicator
Direction*

Trend**
(months)

%
Reporting
Increase

%
Reporting
No Change

%
Reporting
Decrease

Revenue 56.2 54.3 +1.9 Increasing 66 60.2 35.8 4.0
Employment 35.7 39.7 -4.0 Increasing 65 38.4 58.9 2.7
Part-time employment 13.2 19.0 -5.8 Increasing 26 18.7 75.8 5.5
Hours worked 4.1 11.2 -7.1 Increasing 9 7.5 89.1 3.4
Wages and benefits 42.4 43.5 -1.1 Increasing 92 43.6 55.2 1.2
Input prices 46.4 49.9 -3.5 Increasing 92 49.7 46.9 3.3
Selling prices 28.4 27.5 +0.9 Increasing 64 32.5 63.4 4.1
Capital expenditures 31.8 32.7 -0.9 Increasing 65 36.0 59.8 4.2
General Business Conditions
Future (six months ahead)

Indicator
Aug

Index
Jul

Index Change
Indicator
Direction*

Trend**
(months)

%
Reporting
Improved

%
Reporting
No Change

%
Reporting
Worsened

Company outlook 33.0 40.3 -7.3 Improving 36 37.3 58.4 4.3
General business activity 31.2 34.2 -3.0 Improving 35 36.0 59.2 4.8

*Indicator direction refers to this month's index. If index is positive (negative), indicator is increasing (decreasing) or improving (worsening). If zero, indicator is unchanged.
**Number of months moving in current direction.
Data have been seasonally adjusted as necessary.
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TEXAS RETAIL OUTLOOK SURVEY

Business Indicators Relating to Facilities and Products in Texas, Retail
Current (versus previous month)

Indicator
Aug

Index
Jul

Index Change
Indicator
Direction*

Trend**
(months)

%
Reporting
Increase

%
Reporting
No Change

%
Reporting
Decrease

Retail Activity in Texas
Sales 20.6 22.0 -1.4 Increasing 14 37.1 46.3 16.5
Employment 15.7 0.0 +15.7 Increasing 1 18.0 79.7 2.3
Part-time employment 12.9 -1.9 +14.8 Increasing 1 21.0 71.0 8.1
Hours worked 2.5 2.1 +0.4 Increasing 3 9.3 83.9 6.8
Wages and benefits 19.3 23.4 -4.1 Increasing 42 20.7 77.9 1.4
Input prices 20.5 20.2 +0.3 Increasing 49 26.5 67.5 6.0
Selling prices 15.0 19.4 -4.4 Increasing 25 21.7 71.6 6.7
Capital expenditures 14.3 12.5 +1.8 Increasing 10 17.5 79.4 3.2
Inventories 19.1 23.4 -4.3 Increasing 31 33.6 51.9 14.5
Companywide Retail Activity
Sales 17.8 28.1 -10.3 Increasing 39 36.4 45.0 18.6
Internet sales 21.7 16.2 +5.5 Increasing 7 21.7 78.3 0.0
Catalog sales 0.0 12.1 -12.1 No Change 1 2.5 95.0 2.5
General Business Conditions, Retail
Current (versus previous month)

Indicator
Aug

Index
Jul

Index Change
Indicator
Direction*

Trend**
(months)

%
Reporting
Improved

%
Reporting
No Change

%
Reporting
Worsened

Company outlook 16.8 27.1 -10.3 Improving 16 22.8 71.2 6.0
General business activity 22.9 21.3 +1.6 Improving 16 30.0 62.9 7.1

Business Indicators Relating to Facilities and Products in Texas, Retail
Future (six months ahead)

Indicator
Aug

Index
Jul

Index Change
Indicator
Direction*

Trend**
(months)

%
Reporting
Increase

%
Reporting
No Change

%
Reporting
Decrease

Retail Activity in Texas
Sales 54.1 47.7 +6.4 Increasing 66 60.7 32.7 6.6
Employment 25.5 26.7 -1.2 Increasing 56 30.6 64.3 5.1
Part-time employment 14.3 9.5 +4.8 Increasing 14 21.0 72.3 6.7
Hours worked 9.5 11.1 -1.6 Increasing 29 11.9 85.7 2.4
Wages and benefits 36.7 39.8 -3.1 Increasing 68 38.8 59.1 2.1
Input prices 35.5 38.9 -3.4 Increasing 64 40.3 54.8 4.8
Selling prices 33.8 35.1 -1.3 Increasing 64 40.3 53.2 6.5
Capital expenditures 26.2 29.6 -3.4 Increasing 41 32.8 60.7 6.6
Inventories 27.6 33.1 -5.5 Increasing 57 39.1 49.4 11.5
Companywide Retail Activity
Sales 59.8 49.9 +9.9 Increasing 65 62.4 35.0 2.6
Internet sales 31.7 26.5 +5.2 Increasing 65 31.7 68.3 0.0
Catalog sales 8.7 19.9 -11.2 Increasing 10 8.9 90.9 0.2

General Business Conditions, Retail
Future (six months ahead)

Indicator
Aug

Index
Jul

Index Change
Indicator
Direction*

Trend**
(months)

%
Reporting
Improved

%
Reporting
No Change

%
Reporting
Worsened

Company outlook 30.3 41.5 -11.2 Improving 65 32.8 64.7 2.5
General business activity 31.0 35.4 -4.4 Improving 35 36.1 58.8 5.1

*Indicator direction refers to this month's index. If index is positive (negative), indicator is increasing (decreasing) or improving (worsening). If zero, indicator is unchanged.
**Number of months moving in current direction.
Data have been seasonally adjusted as necessary.
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These comments are from respondents' completed surveys and have been edited for publication.

There is a great deal of concern about the proposed increase of EPA regulations on the control of surface water.

We are experiencing a significant increase in our federal taxes due to the nonrenewal of tax codes dealing with the expensing of
expenditures, which generally consider capital expenditures for tax purposes, and bonus depreciation. Therefore, fewer capital
expenditures mean less expansion and no increase in employment. In all probability, there will be employee layoffs to try to offset the
increase in taxes. The tax issues combined with additional regulations requiring additional expenditures line up for a difficult year.
There is slower job growth locally, and construction is slowing from high levels.

We are laying off people. We have not done that since 2010.
The Dallas–Fort Worth metroplex real estate market is as hot as it gets and has been that way for the past year. We feel it has to cool off a
little and are planning accordingly. Hopefully we are wrong, but it just doesn’t seem feasible that it can continue at this pace.

Too much regulation is hurting our ability to help our customers.
Costs to comply with increases in regulatory requirements continue to command large parts of our earnings and staff time.

We are seeing numerous price increases in our cost of goods related to plastic, aluminum and foam products. However, due to competition,
we are not able to pass along all of these increases.
We continue to aggressively pursue opportunities in the marketplace. We have been fortunate to capture new business in spite of the
economy.
We still do not know what the Affordable Care Act will do to our business model.
Inflationary pressures are rising quickly.

Our costs continue to climb due to government regulation and the Affordable Care Act. However, revenue will decline due to cuts in
allowed billable services by the insurance companies, Medicare and Medicaid.

Increasing taxes, sky-high insurance costs and regulations are strangling business everywhere. There is no incentive to grow.
We will have a new store in the El Paso area opening in early 2015. We will take a price increase in January next year, and we may cut
some current benefits to absorb the cost of the Affordable Care Act.
During the second half of the summer vacation, we have seen a substantial increase in our incremental sales growth over the price
increases we have in place. Our labor is up, but that is only because we opened a new restaurant and allowed it to run very high labor to
assure a smooth opening and a good first impression. Our existing restaurants are operating within labor targets, and mid-period reports
show no increase in the cost of goods. We expect increased wage and benefit costs in the six-month horizon due to increased benefits
costs. We do not have specific quotes yet, but what we are hearing is that there will be substantial increases in costs, particularly in the
medical benefit policies, which could be double or triple what they are now. Other than the benefit area, things are looking quite optimistic
at this point. However, it is hard to figure out how we are going to absorb the benefits cost increases.
The cost of food—particularly protein—is very high. We are unable and unwilling to pass these costs on to our customers for fear of loss of
business.

Residential and commercial construction are generally improving. Margins are still stressed.
Agricultural commodity prices continue to weaken.
We are prepared for a slight slowdown in the rate of sales growth, which will probably start in October or November. The dip should only
last into April or so. After that, we believe we should see some stellar growth over the next couple of years.
The decreases in our capital expenditures are related to elevated expenditures over the past 18 months to streamline processes and create
efficiencies in the work of our employees. Our inventory decreases are seasonal.

The decrease in our selling price is limited to new vehicles and is due to margin contraction.

Business slowed a little in the first six months of the year, but it is starting to increase. We believe oil and gas production will keep things
stable.
Business is much better than a year ago, but we still don’t feel very good about the underlying strength. There are too many unanswered
variables in the economy and worldwide political unrest that could easily affect us.
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There is a lot of new competition entering our retail markets.

Questions regarding the Texas Service Sector Outlook Survey can be addressed to Amy Jordan at amy.jordan@dal.frb.org.
The Texas Service Sector Outlook Survey can be found online at www.dallasfed.org/microsites/research/surveys/tssos/.
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August 26, 2014

SPECIAL QUESTIONS
Data were collected Aug. 4–7, and 191 Texas business executives responded to the survey.

1. What are your best estimates of the annual percentage change in your firm's overall health care costs per worker,
for both this year and next year?

 
2013–14

(percent change)
2014–15

(percent change)
 Average 11.7 15.3
 Median 10.0 12.0
NOTE: 167 respondents answered for the change from 2013 to 2014; 125 answered for the change from 2014 to 2015.

2. How would you say the Affordable Care Act (ACA) has affected your firm's health care costs in question 1 above?

  
Effect of ACA in 2014

(percent)
Expected effect of ACA in 2015

(percent)
 Reduce costs a lot 0.0 0.0
 Reduce costs a little 0.6 0.6
 No effect 17.3 8.4
 Raise costs a little 48.2 27.3
 Raise costs a lot 33.9 63.6
NOTE: 168 respondents answered for the effect in 2014; 154 answered for the effect in 2015.

3. Are you changing (or have you changed) your health care plan in response to the ACA?
  Percent
 We are keeping our plan unchanged 31.9
 We are making modifications to our plan 51.6
 We are dropping health insurance 1.1
 We are offering health insurance for the first time 2.2
 We do not offer health insurance and don't plan to offer it 2.2
 Other 11.0
NOTE: 181 respondents answered this question.

4. How, if at all, are you changing (or have you changed) any of the following because of the effects that the ACA is
having on your firm?

  
Lower due to ACA

(percent)
Higher due to ACA

(percent)
No change due to ACA

(percent)
 The number of workers you employ (including full-time, part-time, etc.) 20.8 2.7 76.5
 The proportion of your workers that are part-time, contract or temporary 7.1 22.4 70.5
 Amount of work outsourced to other firms 0.5 18.0 81.4
 Wage and salary compensation per worker 16.9 6.6 76.5
 Other benefits, including retirement 18.0 10.4 71.6
 Prices you charge to customers 1.6 24.6 73.8
NOTE: 182 respondents answered this question.
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TEXAS RETAIL OUTLOOK SURVEY
Data were collected Aug. 4–7, and 49 Texas retailers responded to the survey.

1. What are your best estimates of the annual percentage change in your firm's overall health care costs per worker,
for both this year and next year?

 
2013–14

(percent change)
2014–15

(percent change)
 Average 14.9 15.2
 Median 10.0 12.0
NOTE: 48 respondents answered for the change from 2013 to 2014; 34 answered for the change from 2014 to 2015.

2. How would you say the Affordable Care Act (ACA) has affected your firm's health care costs in question 1 above?

  
Effect of ACA in 2014

(percent)
Expected effect of ACA in 2015

(percent)
 Reduce costs a lot 0.0 0.0
 Reduce costs a little 0.0 0.0
 No effect 13.3 7.7
 Raise costs a little 46.7 17.9
 Raise costs a lot 40.0 74.4
NOTE: 45 respondents answered for the effect in 2014; 39 answered for the effect in 2015.

3. Are you changing (or have you changed) your health care plan in response to the ACA?
  Percent
 We are keeping our plan unchanged 41.3
 We are making modifications to our plan 45.7
 We are dropping health insurance 4.3
 We are offering health insurance for the first time 0.0
 We do not offer health insurance and don't plan to offer it 0.0
 Other 8.7
NOTE: 46 respondents answered this question.

4. How, if at all, are you changing (or have you changed) any of the following because of the effects that the ACA is
having on your firm?

  
Lower due to ACA

(percent)
Higher due to ACA

(percent)
No change due to ACA

(percent)
 The number of workers you employ (including full-time, part-time, etc.) 21.7 4.3 73.9
 The proportion of your workers that are part-time, contract or temporary 2.2 23.9 73.9
 Amount of work outsourced to other firms 0.0 28.3 71.7
 Wage and salary compensation per worker 13.0 10.9 76.1
 Other benefits, including retirement 17.4 10.9 71.7
 Prices you charge to customers 2.2 26.1 71.7
NOTE: 46 respondents answered this question.

SPECIAL QUESTIONS COMMENTS
These comments have been edited for publication.

We have modified our health care plan by reducing benefits and coverage and increasing deductibles and out-of-pocket contributions.
We think the biggest risk is that we still are not sure of the impact of the ACA on our business. Too much is not known.
We believe the ACA will have a greater impact on the cost of insurance beginning in 2015. We anticipate that the insurance policy
covenants will be adjusted in an attempt to keep costs for employees at affordable levels by increasing deductibles and raising employee
copays. It will be a challenge for those companies currently paying for employees’ health insurance.
We have to keep decreasing coverage to keep costs in line. Our original increase this year was 42 percent. We decreased coverage to lower
the increase to 31 percent. The projection for next year is a 40 percent increase.

Our firm is a member of a Professional Employer Organization (PEO) that manages the employee administration process, including health
insurance.

Our projected percent increase for health care costs in 2015 does not include any plan design changes.
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In our company, we feel that the employment of our team is a commitment of stability and predictability, not something we change due to
business environment cost change. We view the ACA as a "work-around" task for our leadership.

Our firm currently is small enough that we are not required to offer health insurance. If we were required, we are not sure we would be
able to offset the cost through higher pricing. We would probably have to adjust hours and go to more part-time workers.

We are very nervous about next year's costs for health care. We were able to keep our costs down this year by renewing early; otherwise,
our costs would have increased dramatically, hurting our ability to hire more people. We would have had to cut people or cut insurance. We
do not yet have new quotes for next year.

We are self-insured. Our rates and prior changes to our health care program are a function of the benefits we intend to provide to our
employees and our actual experience from year to year. We don't know how the ACA will impact our program.
Our rates are also a function of claims, so it is hard to judge how much of our increase is due to the ACA and how much of it is claims-
related.

The ACA is hampering business and our ability to compete.

We are working very closely with our health care consultants to make sure we employ the right mix of benefits so as to avoid high levels of
taxes on our plan by 2018, and we have started phasing in changes. We are also trying to manage costs and are planning to shift more
and more of the increase in cost to employees and partners at the firm by increasing deductibles, using generic drugs and giving price
breaks to employees following good medical practices. Also, we are phasing out retiree benefits, especially for those who depart prior to
age 65.
We renewed our 2014 plan early in December 2013 to delay the effects of the ACA on our health insurance. We expect a large increase for
the 2015 plan year when we renew in December this year.
The ACA is a severe hardship to businesses. We will diminish our coverage offered, and the bottom line is it hurts all of us.
We have cut our 401k match in half to help offset costs.
Through fiscal 2014, we have not seen any effect of the ACA. However, the longer term plan is to drop insurance once the national
exchange stabilizes and compensate employees for premiums.
We are just very concerned that in the near future we will not be able to offer health insurance to our employees.

An effort is being made to outsource functions that have traditionally been performed by our employees. In addition, we are employing
more part-time employees to reduce the impact of the ACA.
The extent of our reaction to the ACA will depend on the extent of increased costs.

Impacts of the ACA on employers like us, with just over 50 employees, have created anxiety of the unknown. To group a company like ours
in the same class as one with thousands, or tens of thousands, is irresponsible. This, coupled with an employer mandate that does not
necessarily match up with employee desires, creates a conservative approach to future growth and future jobs. Regardless of government
mandates, our employees have proven year after year that, despite having a company-provided plan, they choose the lower cost
alternative of county hospitals.
It is difficult to discern the actual impact of the ACA. We are a small company and had a few employees with large insurance claims. This
definitely affected the rate increase, but the business absorbed the costs of maintaining the same level of benefits.
The ACA could force us to close our doors to restructure our business. Even if our employees had 100 percent paid health insurance, they
wouldn't pay the copay. They have no desire to pay 50 percent, and so finding care they would use is going to be next to impossible.
It is very difficult to forecast. Our advisors do not completely know what is going on, and therefore, we are all guessing. We do know that
we cannot afford the fines and that we may have to outsource. This dramatically affects our model that has proved successful for 33 years.
The model we have requires full-time employees with no subcontractors. The service requirements and customer needs require close
control of the employee-customer interaction.
We experienced a large increase two years ago in our insurance costs, and last year we experienced no increase. We have fewer than 50
employees, so any major claim has an effect on our premiums. Based on our best estimates, we are expecting a double-digit cost increase,
although this is not a result of any increase in claims. We are trying to change prices to account for our increased costs, but the market is
not fully accepting of these increases due to competition and customer budget constraints. When we are able to raise prices, it does not
fully cover our increase in costs. We try to offset with efficiency improvements in our company.
We have a self-funded plan, and the ACA has had seemingly little impact. However, our revenues are primarily paid by insurance carriers
for our health care service. We have noticed a significant increase in patient responsibility—copays and deductibles—and a resultant
material slowdown in our cash flow.

We have been partially self-insured for several years, which has helped shield us from some of the effects of the ACA. Our costs will
continue to rise, in part due to increased regulations and taxes mandated by the ACA.
We have seen increased health care costs, taxes and fees related to the ACA. We are doing what we can in other areas to minimize the
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impact on employees. However, we are not sure how much longer we can do this before increased health care costs are shared with
employees. We also have been hit with the medical excise tax, which is seen as a pass-through to the manufacturers. We can't increase
our fees; in fact, we are expected to decrease our fees as our customers are primarily hospitals.
We are self-insured and use the private exchange. The ACA has had little effect other than some increased costs due to the extension of
benefits for dependents until age 26.
As an outpatient imaging center, we have no ability to raise our prices, while our costs constantly increase. We currently only have a 2
percent margin despite approaching capacity on equipment, so we are teetering on the edge of substantial cutbacks that would include
employee reduction, should further stresses occur in the system. Our payroll costs have increased from 19 to 37 percent of gross
collections since 2005, and our insurance costs have increased 140 percent since 2005. We have cut costs to the bone, including
refinancing at low interest rates but can cut no more. Radiologist professional fees have been cut 45 percent over that same interval. We
have cut our capital expenditures this year by 70 percent and do not anticipate any large capital purchases over the next 16 months.
We cannot pass any increased costs on to customers since our reimbursement is fixed by the government as we are 80 percent Medicare.
The 30-hour a week employee who is now considered full time is what is going to be costing us more, since we now have to offer them
health insurance.

The ACA has impacted both our employees and our customers; rural hospitals are being impacted on both sides. Our cost to do business is
increasing as we will be forced to convert part-time employees to full-time and because companies in health care are increasing costs in
expectation of the impacts of the ACA. Regulation and reporting requirements will increase, and rural hospitals are expected to meet the
same regulatory and reporting requirements of larger hospitals with reduced reimbursements. Our percentage of self-pay patients is
increasing, and we are not seeing benefits from the ACA.

Our company offered substantially better health insurance benefits—both in cost and coverage—prior to the ACA. Because of the cost
increases associated with the ACA, we now offer the minimum required benefits. The ACA has negatively affected both the quality and
morale of our employees.

The 125 percent increase expected in 2015 is based on not doing any modifications to our existing plan. We are still working on finding a
way to reduce our annual cost.

There was no impact in 2014 because of the delay in the employer mandate. 2015 health care costs will increase dramatically if the
employer mandate is not delayed again. We are still considering how to minimize the impact in 2015, but we have been careful to maintain
grandfather status on our three existing plans. The most likely option at this point is that we will give up our current base plan and replace
it with lower cost coverage—probably a Minimum Essential Coverage plan—that will be used to measure affordability, while maintaining our
two other plans. We are using a 12-month initial assessment period to determine the status of variable hour staff, which includes most of
our staff and only reduce the ratio of full-time to part-time where it makes business sense for operational reasons, not because of the ACA.
We have already begun the process of reducing benefits that we previously offered to both full-time and part-time hourly staff to help
offset the expected cost of having to buy health coverage for a projected 200 to 300 more people—out of a pool of 550 to 650 people—a
cost the company simply does not have the ability to cover. Any cost increase greater than what we save by reducing other benefits is
going to have to be passed directly to our customers through price increases. We estimate employee benefits costs to increase 50 to 75
percent, which is a very optimistic figure. Even if only a relatively small portion of those newly eligible actually sign up for coverage, our
number covered will more than double.
We are continuing an existing plan and intend to hold on to this plan for another year through 2015.
We will probably be reducing the percentage of premiums we pay for dependents next year to make up for the additional employees we
will now have to cover.

We dropped our health care coverage for the group after 20 years of providing it. Our projected rate increase for annual renewal in
September 2013 was 70 percent over the prior year for same policy. After looking at higher deductibles and other cost-cutting measures,
the smallest increase we could get was 50 percent, and that was not a cost we wanted to afford.

We are a not-for-profit company and cannot compete for employees on a salary basis. As a strategy established long ago, we offer a rich
benefit plan as a way to attract and retain our employees. The ACA did not make too much difference to our cost structure, although we've
had a number of employees take advantage of the ACA by covering their dependents via the Federal Exchange.
We don't know yet whether we will make any changes, but we are conducting a thorough review of our health care options.
We have already been paying a higher rate for our small group plan, so the ACA didn't have any effect, but we anticipate some changes to
that cost in future years.

We have provided health coverage for a long time, and while individuals need to be covered, health care should not be part of the
employer-employee bargain. We have not reduced employment in response to it; however, that is only due to the boom in the Texas
economy. Over the long haul, we absolutely plan to have fewer employees.
Our costs are a lot higher due to the ACA.

We will not know the full effects until December 1, 2014.
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We have made no major changes at this time, but we are somewhat concerned about continued increases in actual health care costs.
We are not changing anything at this time. As further implementation of the ACA occurs and the rules are further adjusted, this may
change.
Our primary concern is that we suddenly have more employees on our plan. Some had previously gone without insurance, and others who
were covered by spousal plans are now on our coverage. This has added significantly to our costs.
More employees are now taking coverage under our plan, which leads to a higher cost of benefits for the company. Only 1 percent of
employees opted out this year and will be paying the ACA penalty.
Even though we are not changing anything at this time, if the cost increases continue, we will be forced to lay off some employees or
discontinue health insurance benefits and pay the penalty.

The ACA is the single most costly effect imposed by our federal government in the 23 years we have been in business. Prior to the ACA, we
provided better coverage to our employees for less money. This large increase will remove 10 percent of our net profit.

This act is a disaster for us. We are a small business that is project driven, and the ACA is forcing us to drop health insurance.
We moved to a Professional Employer Organization (PEO) this last year as our savings on health care more than paid the administrative
cost of joining the group. We will compare our cost in March 2015 when it is time to renew health care again and see what the difference is
in staying with the PEO group or leaving.

We are taking more aggressive actions to curb health care inflation in general than for the ACA.

We have a blue collar work force with fairly low pay. Benefits are crucial to hiring and retaining these employees. Also, our contracts with
customers don't allow for price increases as a result of the impact of the ACA; they typically only allow us to increase our pricing if our
suppliers increase their costs to us. Thus, we must absorb any cost increases due to the ACA, and modify benefits to minimize the impact
on our margins.
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