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Health and Fringe Benefit Provisions in 
Consolidated Appropriations Acts 
The end-of-year spending legislation enacted on December 20, 2019 has important 
implications for group health plans and employer-sponsored fringe benefits. The 
spending legislation is contained in two acts called the Consolidated Appropriations 
Act1 and the Further Consolidated Appropriations Act.2 

Notably, the Further Consolidated Appropriations Act (the Act) repeals three taxes 
included in the Affordable Care Act, and extends the requirement — for another 
10 years — that self-insured group health plans pay fees to fund the Patient-Centered 
Outcomes Research Institute (PCORI), which funds research on the clinical 
effectiveness of medical treatments.3 

Repeal of ACA taxes 
The Act permanently repeals three taxes included in the Affordable Care Act (ACA):4 

• The 40 percent excise tax on high-cost health plans (often called the “Cadillac tax”); 
• The health insurance provider fee (for calendar years starting after 

December 31, 2020); and 

• The medical device tax (for sales after December 31, 2019). 

The excise tax on high-cost health plans, which was scheduled to go into effect 
January 1, 2022, and the medical device tax, which was suspended from 2016 through 
2019 but scheduled to go into effect in 2020, will now be permanently repealed. The 
health insurance provider fee was suspended for 2017 and 2019, but it will be in effect 
for 2020 and repealed for 2021 and thereafter.  

Congress did not change employer and/or plan reporting requirements included in the 
Affordable Care Act, including W-2 reporting and reporting health insurance coverage 
and offers of coverage to full-time employees on Forms 1095-B and 1095-C. 
 

 
1 Public Law 116-93 (December 20, 2019). 
2 Public Law 116-94 (December 20, 2019). 
3 For information about some of the research PCORI has funded, refer to the Evidence Updates on its website. 
4 Public Law 116-94, Division N, Sections 501 through 503.  
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PCORI fees reauthorized 
The Act reauthorizes funding for the PCORI Trust Fund for another 10 years, and 
requires self-insured group health plans and health insurers to continue to pay fees to 
fund this institute.5 Under the ACA as enacted, fees would not have been owed for plan 
years ending after September 30, 2019. 

The Act will require payment through 2029. Health plans will have to pay fees for the 
2019 plan year by the usual deadline (i.e., by July 31, 2020 for calendar year plans). 
For 2018, the fee was $2.45 per covered life, and that amount will continue to be 
indexed under existing rules. 

The Act includes some changes in how the PCORI will operate. The governing board will 
include additional members representing private payers, and research into comparative 
effectiveness of treatments will be required to include potential burdens and economic 
impacts on stakeholders and decision-makers. 

Additional provisions of interest to employers 
Tax relief for certain parking/transportation benefits 
Under the 2017 Tax Cuts and Jobs Act, tax-exempt organizations were required to pay 
unrelated business income tax on the value of certain parking and transportation benefits 
provided to employees. The new law repeals this provision retroactively.6 

Extension of tax credit for paid family and medical leave 
The 2017 Tax Cuts and Jobs Act included a two-year business tax credit for certain types 
of employer-paid family and medical leave. Under the original law, this tax credit was 
available for 2018 and 2019.7 The new law extends this credit for 2020.8  

Modifications to distributions from 529 accounts 
Section 529 of the Internal Revenue Code authorizes tax-advantaged savings plans to 
encourage saving for future education costs. There are two types of 529 plans: prepaid 
tuition plans and education savings plans. Earnings in a 529 account are not subject to 
federal income tax if the account withdrawals are for qualified higher education expenses 
or tuition for elementary or secondary schools.  

Effective for distributions made after December 31, 2018, the Act now permits individuals 
to take tax-free distributions from a 529 account to repay principal and interest on 
student loans for the beneficiary and his or her siblings, up to a lifetime limit of $10,000 
per individual.9 

Additionally, tax-free distributions may be taken to pay for expenses for fees, books, 
supplies and equipment required for the participation of the beneficiary in a registered 
and certified apprenticeship program. 

 
5 Public Law 116-94, Division N, Section 104. 
6 Public Law 116-94, Division Q, Section 302. 
7 For more information, go to https://www.irs.gov/newsroom/section-45s-employer-credit-for-paid-family-and-medical-leave-faqs 
8 Public Law 116-94, Division Q, Section 142. 
9 Public Law 116-94, Division O, Section 302. 

https://www.irs.gov/newsroom/section-45s-employer-credit-for-paid-family-and-medical-leave-faqs
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Health coverage tax credit extension through 2020 
Congress has extended the Health Coverage Tax Credit (HCTC), which can pay 
72.5 percent of the premium for certain kinds of health coverage for people receiving 
trade adjustment assistance (TAA) or Pension Benefit Guaranty Corporation (PBGC) 
benefits. The credit expired at the end of 2019, but it is now extended through 2020.10 
Previously, the credit had expired at the end of 2013 but was extended through 2019.11 

The HCTC program is administered by the IRS. Anticipating sunset of the program, 
a letter was sent to participants in October 2019 advising them to seek alternative 
insurance due to the expiration of the program. Participants may now seek reinstatement 
to their HCTC program, and a new letter will be sent advising them of the extension. 

The eligibility rules for the HCTC were not changed by the extension.12 

Implications 
Plan sponsors should review their programs to determine which aspects of the Acts affect 
them. Plan sponsors should pay particular attention to the repeal of the excise tax on 
high-cost plans, as well as the application of the Health Insurance Provider Fee in 2020 
and extension of the PCORI fee. These changes may have an impact on future health 
plan design strategies, as they can affect future cost increases by several percentage 
points, and also allow plan sponsors to continue some of their more comprehensive plan 
designs without fear of an excise tax. 

How we can help 
We can assist you and your benefit professionals to assess the impact of these 
provisions on your benefit plans and employees, evaluate possible changes to your 
benefit design strategies, and provide assistance in implementation.  

Questions? 
For more information about how the health and welfare provisions summarized in this 
Update may affect your plans, get in touch with your Segal consultant. 

10 Public Law 116-94, Division Q, Section 146. 
11 Public Law 114-27. 
12 For more information, go to https://www.irs.gov/credits-deductions/individuals/hctc. 
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