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The Basics 
The new health law does several things to both 
reduce the number of  people without insurance 
and bring down the cost of  health insurance 
across the board.  Specifically, it will:  

Require everyone to have insurance by 2014. 

Create health insurance Exchanges for indi-
viduals and small businesses.  Exchanges will 
help businesses and families compare dis-
counted insurance plans, prices, and benefits. 

Provide subsidies to help low- and middle-
income people who don’t have an employer 
based health coverage pay for it.   

 
Employer Requirements 
The new law preserves our employer-based 
health insurance system. Ninety-six percent of  all 
firms will face no new requirements.  But, some  
larger employers will have new requirements.    

Employers with over 200 employees must 
automatically enroll employees in employer 
health plans (employees can opt out). 

Employers with over 50 employees who do 
not offer health insurance and have at least 
one full-time employee who gets a premium 
credit in the Exchange will pay a penalty to 
the government of  $2,000 per full-time em-
ployee per year (excluding the first 30 employ-
ees).  

If  an employer does offer insurance, but still 
has at least one full-time employee getting 
premium credits because the employee’s in-
surance cost-sharing is too high, the employer 
will pay the lesser of: $3,000 per employee re-
ceiving a premium credit or $2,000 per full-
time employee. To avoid penalties, some  em-
ployers can offer “free choice” vouchers that 
let employees buy coverage in the Exchange. 

 

 
 
 
 
 
 
 
 
 
 
 

Employers with under 50 employees are ex-
empt from requirements and penalties. 

Employers with under 25 employees who of-
fer health insurance and pay at least 50% of  the 
cost of  it may be eligible for tax credits to help 
pay for their share of  the cost. 

 

Tax Credits for Small Businesses 
The new law does not require small businesses to 
offer coverage, but starting in 2010 it will offer tax 
credits of  up to 35% of  the employer’s share to help 
those who wish to do so anyways.  This credit will 
increase to as much as 50% in 2014 and will be avail-
able to both for-profit and non-profit employers. 

To qualify for tax credits, employers must have 
under 25 employees with average annual wages 
of  less than $50,000.  Credit amounts will be on 
a sliding-scale depending on the number of  em-
ployees and the dollar amount of  their average 
annual earnings. 

To qualify for the full credit amount, an employer 
must have 10 or fewer employees with average 
wages of  $25,000 or less. 

The tax credit may be claimed for up to 6 years 
total.  It can be used every year from 2010-2013.  
Starting in 2014, businesses may only claim it for 
two years. 

 
 

The new 
health reform 
law helps 
small  
businesses to 
offer health  
insurance to 
their  
employees. 



 

www.hcfany.org 

Small Business Tax Tips from the IRS 


