
 
 

ACA Excise Tax (“Cadillac Tax”) 

 
November 2015 

 

Produced by the SHRM® Government Affairs Department 

 

Background: Beginning in 2018, the Affordable Care Act (ACA) will impose a 40 percent  

excise tax, otherwise known as the “Cadillac tax,” on certain employer-sponsored health plans. If 

the aggregate cost of employer-sponsored health insurance coverage for employees exceeds 

$10,200 for individual coverage and $27,500 for family coverage, the excise tax will be applied 

to the amount of the employee benefit that exceeds the tax threshold. For example, using the 

current dollar limits, a $12,000 individual plan would pay an excise tax of $720 per covered 

employee ($12,000 - $10,200 = $1,800 above the $10,200 threshold, and $1,800 × 40 percent = 

$720).  

 

The cost of coverage is calculated based on applicable employer-sponsored coverage, including 

but not limited to the full premium for accident and health coverage, which includes the premium 

paid by both the employer and the employee; employer and employee salary-reduction health 

flexible spending account (FSA) and health reimbursement account (HRA) contributions; and 

employer pretax contributions to health savings accounts (HSAs).  

 

In addition, multiemployer plans, wellness programs within group health plans, onsite medical 

clinics providing more than de minimis care (such as flu shots and other care available only to 

employees), and retiree (or surviving spouse) coverage are included in calculating the total cost 

of coverage. Stand-alone dental and vision plans, employee assistance programs, and employee 

after-tax contributions to HSAs are among coverage that is excluded from the calculation.  

 

Issue: According to SHRM research survey results released in March, 33 percent of 

respondents expect their plans will be hit with the excise tax in 2018. Looking ahead, the 

percentage of employers subject to the excise tax is expected to rise significantly after 2018, as 

the tax will be indexed to the Consumer Price Index (CPI), not to the rate of health care cost 

inflation. As a result, although the excise tax was intended to target lavish health care plans, even 

some modest plans will be subject to the excise tax.  

 

114th Congress: Congress continues to examine how organizations are implementing the 

ACA requirements. Bipartisan, SHRM -supported proposals to repeal the excise tax have been 

introduced. Representative Joe Courtney (D-CT) introduced H.R. 2050, the Middle Class Health 

Benefits Tax Repeal Act, and Representative Frank Guinta (R-NH) introduced H.R. 879, the Ax 

the Tax on Middle Class Americans’ Health Plans Act. Senator Dean Heller (R-NV) introduced 

S. 2045, the Middle Class Health Benefits Tax Repeal Act, and Senator Sherrod Brown (D-OH) 

introduced S. 2075, the American Worker Health Care Tax Relief Act.  

 

 



SHRM Position: SHRM remains supportive of reform that lowers health care costs and 

improves access to high-quality and affordable coverage, and it believes such reform should: 

 

 Strengthen and improve the employer-based health care system. 

 Encourage increased use of prevention, health-promotion and wellness programs. 

 Solidify the Employee Retirement Income Security Act to provide a national, uniform 

framework for health care benefits. 

 Reduce health care costs by improving quality and transparency. 

 Ensure that tax policy contributes to lower costs and greater access. 

 Reform the medical liability laws as a component of cost-containment. 

 Modify the ACA employer mandate by ensuring that the employee coverage requirement 

definition is consistent with the Fair Labor Standards Act. 

 

Talking Points: 

 SHRM and its members believe effective health care reform should expand access to 

affordable coverage.  

 

 The ACA’s 40 percent excise tax will undermine the innovative employer-sponsored 

health care coverage that over 150 million Americans rely on. With regard to benefit 

design, organizations should not be forced to choose between a tax and their employees’ 

health care coverage.  

 

 SHRM supports the provisions in the ACA that improve wellness programs and quality 

of care. The ACA excise tax provision will increase the cost of health care coverage, 

unintentionally encourage significant benefit design changes, discourage efforts to 

promote wellness and prevention, and diminish the ability for America’s employees to 

pay for out-of-pocket costs. 

 

 SHRM continues to advocate for public policy solutions that lower costs, strengthen the 

employer-based system, improve quality of care and offer access to affordable coverage 

to all Americans. 

 

 Please co-sponsor bipartisan congressional proposals to repeal the excise tax. In the 

House, H.R. 2050 and H.R. 879 and in the Senate, S. 2045 and S. 2075. 

 

 TELL YOUR STORY: In your meetings with policymakers, describe how the 

anticipated excise tax is impacting your employer’s health benefit plans. For example, 

does your organization anticipate that its health plan will be subject to the excise tax in 

2018? Has your organization changed its benefit offerings to avoid the tax? How have 

your employees reacted to these changes? 
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