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For the first time in 30 years, Congress is expected to enact comprehensive tax reform this week.  During 
the past few weeks, the differences between the House and the Senate versions of the legislation were 
resolved in a Conference Committee leading to a final vote in the House (expected today) and a Senate 
vote today or tomorrow.  If signed into law by the President, most of the new provisions will be effective in 
the 2018 tax year.   
 
Within the Tax Cuts and Jobs Act (H.R.1), the Affordable Care Act (ACA) individual health insurance 
coverage mandate is effectively repealed because the penalty is $0. It is essential that employers 
understand that the ACA employer coverage mandate and all associated penalties remain and employer 
reporting is still required. 

Impact to Group Health Plans  

 Tax on high-value plans (“the Cadillac Tax”) is not eliminated. 

 Health Flexible Spending Accounts (FSAs) are not impacted. 

 Health Savings Accounts (HSAs) are not impacted.  

 Child and dependent care tax credits to assist families are preserved. 

 Business deductions for qualified mass transit plans are eliminated. 

 Unreimbursed medical expenses are deductible to the extent they exceed 7.5 percent of adjusted 
gross income (lowered from the current 10 percent threshold established by the ACA). 

There is no change to the current rules for workplace Dependent Care Accounts. Although changes were 
proposed in the House bill to eliminate this benefit, a change is not included in the final bill. Further, the 
House proposed a tax on employer-paid tuition benefits, but this change is not included in the final bill.  

Congressional Gridlock  
 
During the negotiation process for this consensus bill, an agreement was made with a few reluctant 
Senators to reintroduce bipartisan legislation in 2018 to stabilize the individual health insurance market.  
Specifically, Senator Susan Collins (R.,ME.) publicly agreed to support tax reform in exchange for this 
commitment. Potential 2018 proposals include restoring the cost sharing reduction (CSR) payments to 
insurance companies and establishing a federal reinsurance pool. Additionally, the House leadership 
introduced legislation to delay the Cadillac Tax for one more year (currently effective in 2020) and set a 
moratorium on the employer mandate “shared responsibility” requirements from 2015-2018. While these 
potential 2018 legislative efforts are significant, they are only proposed bills.  As we saw in 2017, 
congress faced gridlock to move forward with any significant repeal or change to the ACA.  The most 
promising bipartisan ACA legislation, the Graham-Murray bill, will face a legislative battle in the Senate to 
achieve the necessary 60 votes. 
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 Senate: 60 votes are required for bipartisan legislation. For a budgetary reconciliation bill, a simple 
majority is required. However, to date in this congressional session, the 51 GOP Senators have 
been unable to move forward with a simple majority vote.  Gaining the support of at least 9 
Democrats will inevitably lead to further compromises and vote-wrangling.  
 

 House of Representatives: 218 votes are required. Any temporary stop-gap measure may face 
resistance as many of the 240 GOP members campaigned to dismantle the ACA and already 
voted for a full repeal earlier this year. 

Takeaways 

As the legislative process continues, and potential revised regulations are written, we recommend that 
employers continue current compliance steps and wait for clarity before considering changes to current 
strategies.  We will remain vigilant in monitoring all regulatory actions, and through our relationships with 
industry experts in Washington, DC, we will continue to anticipate change and keep you informed. 
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