FREQUENTLY ASKED QUESTIONS

Federal health reform was enacted in March, 2010. This law — the Patient Protection and Affordable Care Act (PPACA) -
creates a new tax credit for small businesses that provide health insurance coverage to their employees. The following

FAQs provide information on this provision of health reform and how it will affect small businesses.

10.

WHAT IS THE SMALL BUSINESS HEALTH CARE TAX CREDIT?
Under federal health reform, certain small businesses may be eligible for a health care tax credit designed to help offset the
costs of providing health insurance coverage to their employees.

WHEN CAN A SMALL BUSINESS BEGIN CLAIMING THE SMALL BUSINESS HEALTH CARE TAX CREDIT?
Eligible employers may begin claiming the credit in the 2010 taxable year and can receive it by claiming it on their annual
income tax return. Premiums paid before the law was enacted can even be counted towards the credit.

WHICH EMPLOYERS ARE ELIGIBLE FOR THE SMALL BUSINESS HEALTH CARE TAX CREDIT?

Small businesses and small tax-exempt organizations are eligible if they generally employ fewer than 25 full-time equivalent
workers for the tax year and pay average annual wages below $50,000. In addition, the employer must pay at least 50
percent of their employees’ health insurance premiums.

ARE TAX-EXEMPT EMPLOYERS ELIGIBLE FOR THE SMALL BUSINESS HEALTH CARE TAX CREDIT?
Yes. The credit is refundable for tax-exempt small employers. Though, the claimable amount is lower and the rules for
calculating the credit differ between tax-exempt entities and taxable small businesses.

HOW MUCH IS THE SMALL BUSINESS HEALTH CARE TAX CREDIT WORTH?

Qualified small businesses may be eligible to receive a credit worth up to 35 percent of the premium paid by the employer
(25 percent for tax-exempt organizations) up to 2014. Beginning in 2014, the credit will be worth up to 50 percent for small
businesses and 35 percent for tax-exempt entities.

ARE PREMIUMS PAID BY EMPLOYEES COUNTED IN CALCULATING THE SMALL BUSINESS HEALTH CARE TAX CREDIT?
No. Only premiums paid by the employer count in calculating the amount of the credit.

DOES A STATE TAX CREDIT OR PREMIUM SUBSIDY | RECEIVE REDUCE MY FEDERAL HEALTH CARE TAX CREDIT?
No. Small businesses can receive both a federal and state tax credit or premium subsidy for providing health insurance to
their employees.

WHAT CAN | USE THE SMALL BUSINESS HEALTH CARE TAX CREDIT FOR?

If the small business has no taxable income in the year in which it wishes to receive the credit, it may carry the credit
forward for 20 years or backwards one year (after 2010). Tax-exempt organizations may use the credit to offset
withholding and Medicare taxes that they owe on behalf of their employees.

WILL THE SMALL BUSINESS HEALTH CARE TAX CREDIT BE ADMINISTERED BY HEALTHPASS?
No. Itis administered by the Internal Revenue Service (IRS).

WHERE CAN | FIND OUT MORE INFORMATION ON THE SMALL BUSINESS HEALTH CARE TAX CREDIT?
More detailed information can be found on the health reform section of the HealthPass website at HealthPass.com.

© HealthPass, 2011
This HealthPass policy brief is for informational purposes only. The information contained in this email and/or any related document is not intended as and should not be
construed as tax and/or legal advice. Please consult your company’s general counsel, tax professionals, or other professional services for appropriate assistance and guidance.



