
The short-term spending bill generated due to the Government shutdown has 

delayed or suspended three taxes imposed by the Affordable Care Act.   

 

A tax on medical devices, the ‘Cadillac tax’ on generous employer-sponsored health plans and a tax on health 

insurance companies. 

 

Medical Device Tax 

The medical device tax is a 2.3 percent excise tax that has long been fought by the industry, which has argued 

that the tax hinders medical innovation and stifles job growth. The tax has been temporarily suspended for the 

past two years, but was set to expire on January 1st. The spending bill provides another two-year moratorium 

but the industry is preparing to push for a full repeal. 

 

Cadillac tax 

The spending deal also includes a two-year delay for the Cadillac tax, an Affordable Care Act tax on generous 

health plans offered by employers. The Cadillac tax is a 40% excise tax on high-value health care plans and is 

intended to discourage employers from compensating workers through generous health insurance plans that 

can lead to overuse of the health system. Now, Congress has kicked the can down the road — it won't go into 

effect until 2022. 

 

What Happens in 2022 

 

With the new delay, the excise tax will be imposed beginning in 2022 on the cost of health plan coverage that is 

more than these pre-determined annual limits: 

 

• $10,200 for individual coverage ($11,850 for qualified retirees and those in high-risk professions). 

• $27,500 for family coverage ($30,950 for qualified retirees and those in high-risk professions). 

 

These limits are indexed to the Consumer Price Index and may be increased for inflation. While the tax was 

originally not deductible as a business expense, the December 2015 changes make it tax deductible for 

employers who pay it. 

 

Health insurer tax 

There will be a one-year suspension of a tax on health insurers, beginning next year. Health insurance 

companies have pushed back hard against this tax, arguing that it will cause some families to see their 

premiums go up.   

 



These are temporary relief, not full repeal — which remain the goal for companies & industry groups. These 

delays represent a sizable chunk of revenue to the government. The Joint Committee on Taxation found that 

the suspension of the medical device tax would mean lost revenue of $3.8 billion. The Cadillac tax delay 

would leave another $14.8 billion foregone. And the one-year suspension of the health insurer tax would mean 

$12.7 billion. 

 

In addition, the bill would extend the Children's Health Insurance Program (CHIP) for six additional years. 

 

https://www.jct.gov/publications.html?func=startdown&id=5058

