Small Business
Health Care Tax Credit

What You Need to
Know




What 1s the Small Business
Health Care Tax Credit?

o Tax credit for small employers, including
tax-exempt employers

 Help with the cost of providing health
care coverage for low- and moderate-
Income workers

* Designed to encourage employers to offer
first-time coverage and maintain existing
coverage for employees
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For Example

 Employer premium payments per year,
$15,000 x 15 percent = $2,250

« $2,250 x 4 years (2010-2013) = $9,000

o At 20%: the credit per year = $3,000,
two years = $6,000




) Small Business Health Care Tax Credit as a

IRS

2014 Percent of Employer Contribution to Premiums

IRSNationwide Average Wage

Firm size Up to $25,000 $30,000 $35,000 $40,000 $45,000 $50,000
Upto 10 50% 40% 30% 20% 10% 0%
11 47% 37% 27% 17% 7% 0%
12 42% 33% 23% 13% 3% 0%
13 40% 30% 20% 10% 0% 0%
14 37% 27% 17% 7% 0% 0%
15 33% 23% 13% 3% 0% 0%
16 30% 20% 10% 0% 0% 0%
17 27% 17% 7% 0% 0% 0%
18 23% 13% 3% 0% 0% 0%
19 20% 10% 0% 0% 0% 0%
20 17% 7% 0% 0% 0% 0%
21 13% 3% 0% 0% 0% 0%
22 10% 0% 0% 0% 0% 0%
23 7% 0% 0% 0% 0% 0%
24 3% 0% 0% 0% 0% 0%
25 0% 0% 0% 0% 0% 0%
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Source: CONGRESSIONAL RESEARCH SERVICE, SUMMARY OF SMALL BUSINESS HEALTH INSURANCE
CREDIT UNDER PPACA (P.L. 111-148) 3 (Apr. 5, 2010). 4




Which Employers Qualify?

 Small employers who:

 Pay at least half of employee health
Insurance premiums (single coverage)

 Have fewer than 25 full-time
equivalent employees (FTES) for the
tax year

» Pay average annual wages of less than
$50,000 per FTE
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Who Is Considered an Employee?

« All employees who perform services during the
tax year are taken Into account

e \Who’s not?
—The owner
—A partner

—Shareholder of S Corporation owning more
than 2%

—Owner of more than 5% of other businesses
—Family




Are There Any Additional
Requirements?

 Qualified health insurance coverage:
— Comprehensive health care coverage (pre-2014)
— For medical care benefits
— From an insurance company or other state-licensed entity

e These do not qualify:

— Accident or disability only
— Liability only

— Workers comp

— HRAs, FSAs or HSAs

o 2014 transition guidance




What are the Changes to the
Credit Beginning in 20147?

e Looking back - 2010-2013

— Credit up to 35% for employers & 25 % for tax-
exempt employers

e Looking forward - 2014 & future

— Credit up to 50% for employers & 35% for tax-
exempt employers

— Requires coverage through SHOP (Marketplace)
— Two consecutive years
— Cost of living adjustment




IRS

2014

IRSNationwide

How Is the Credit Calculated?

Form 8941 Credit for Small Employer Health Insurance Premiums

> Attach to your tax return.
Department of the Treasury

OMB Mo. 1545-2198

2013

Attachrment

Intemal Revenue Service > Information about Form 8941 and its separate instructions is at www.irs.gov/form&8941. Sequence No. 63

Mame=is) shown on return

XX INC.

ldentifying number
KA-KXKKXK

Caution. See the instructions and complete Worksheets 1 through 7 as needed.

1a Enter the number of individuals you employed during the tax year who are considered
employees for purposes of this credit (total from Worksheet 1, column (a))

b Enter the employer identification number (EIM) used to report employment taxes for |nd|\.r|duals

included on line 1a if different from the identifying number listed above
Enter the number of full-time equivalent employees (FTEs) you had for the tax year (from
Waorksheet 2, line 3). If you entered 25 or more, skip lines 2 through 11 and enter -0- on line 12
Average annual wages you paid for the tax year (from Worksheet 3, line 3}. If you entered
$50,000 or more, skip lines 4 through 11 and enter -0- on line 12 .
Premiums you paid during the tax year for employees included on line 1a for health insurance
coverage under a qualifying arrangement (total from Worksheet 4, column (b))
Pramiums you would have entered on line 4 if the total premium for each employee equaled the
average premium for the small group market in which you offered health insurance coverage
(total from Worksheet 4, column (c))
Enter the smaller of line 4 or ling 5 .
Multiply line 6 by the applicable percentage
* Tax-exempt small employers, multiply line 6 by 25% (.25)
« All other small employers, multiply line 6 by 35% (.35)

If line 2 is 10 or less, enter the amount from line 7. Otherwise, eh‘ter ‘the amount from Worksheet
5, line 6 ..

37,923

36,400

12,740

12.740




Form 8941 — Common Errors

« Calculations using full-time equivalent
employees (FTES)

« Calculations of average annual wages
e Amounts paid for premiums

« Calculations using State average premium
limitation

10



How to Claim
e Use Form 8941 to calculate the credit.

 Small business: include the amount as
part of the general business credit on the
Income tax return — 1040, 1065, 1120 or
1120S.

o Tax-exempt organization: include the
amount on line 44f of the Form 990-T.
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Additional Savings Options

for Some
e Alternative Minimum Tax offset

« Carryback/Carryforward unused credit

» Business expense deduction

* Refundable for tax-exempt employers



Recap for 2014 & Beyond

Small business credit increases to 50%
Tax-exempt employers credit increases to 35%

Must purchase coverage through SHOP or qualify for
transition relief

Credit can be claimed for two consecutive taxable
years

Annual cost of living adjustment starts in 2014

(Note: This is a federal credit; some states may have additional tax
credits available, so check with the state) 13



g Small Business Health Care
2014 aX Credit Resource Page

IRSNationwide
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i Affordable Care Act

IRS

2014 Online Resources

IRSNationwide
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http://www.taxpayeradvocate.irs.gov/Businesses/Small-Business-Health-Care-Tax-Credit-Estimator
http://www.taxpayeradvocate.irs.gov/Businesses/Small-Business-Health-Care-Tax-Credit-Estimator
http://www.taxpayeradvocate.irs.gov/Businesses/Small-Business-Health-Care-Tax-Credit-Estimator
http://www.taxpayeradvocate.irs.gov/Businesses/Small-Business-Health-Care-Tax-Credit-Estimator

@ Affordable Care Act

2014 Online Resources

Healthcare.gov — Small Business Health Care Tax Credit Estimator

Small Business Healthcare Tax Credit Estimator

Step 1: Tell us if you're a tax-exempt employer.

© Yes, I'm a tax-exempt employer

5 No, P not a tax.-exempt employer The credit is refundable for tax-
the amount of the
employ
during the calendal

Step 2: Enter the number of full-time employees for the applicable tax year.

Full-time employees are

employees who worked or who

you expect to work the equivalent

0f 40 hou

(for a total of 2,08

the total number of employ
awhole number, round it

down to the nearest whole

number.

Step 3: Enter the part-time employee hours for the applicable tax year.

Hours for par-time employees
who worked or you expect to work



https://www.healthcare.gov/shop-calculators-taxcredit/
https://www.healthcare.gov/shop-calculators-taxcredit/
https://www.healthcare.gov/shop-calculators-taxcredit/
https://www.healthcare.gov/shop-calculators-taxcredit/

Affordable Care Act

Online Resources
HealthCare.gov IRS.gov/ACA SBA.gov/healthcare
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Open enroliment is over for 2014 HealthCare.gov
‘What
insurance
options are
available o
youg

See if you can still get coverage
hiough the Marketplace or MedicaldiCHIP

[ —

UNITED STATES
DEPARTMENT OF LABOR

Employoe Benerits Sccurity Administrtion
atian rataenion and Aforcabe Care Act

Affordable Care Act

@ Health Care Changes

Affordable health care Is a top concern for businesses. in a
Affordable Care Act Regulations and Guidance Few quick steps, this wizard can help you understand what
| ¥ou need to know about new Insurance aptions and other
< Twalth care changes as well as find health care related
resources.
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