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What is the Small Business  
Health Care Tax Credit? 

• 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 2 



For Example 

• Employer premium payments per year; 

$15,000 x 15 percent = $2,250 

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

• At 20%: the credit per year = $3,000,  

two years = $6,000  
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Small Business Health Care Tax Credit as a 
Percent of Employer Contribution to Premiums 

Firm size Up to $25,000 $30,000 $35,000 $40,000 $45,000 $50,000 
Up to 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% 

Average Wage 

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 
• Who’s not? 

–The owner  
–A partner 
–Shareholder of S Corporation owning more                  
than 2% 
–Owner of more than 5% of other businesses 
–Family 

6 



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 

• These do not qualify: 
– Accident or disability only 
– Liability only 
– Workers comp 
– HRAs, FSAs or HSAs 
 

• 2014 transition guidance 7 



What are the Changes to the 
Credit Beginning in 2014? 

• Looking back - 2010-2013 
– Credit up to 35% for employers & 25 % for tax-

exempt employers  
• 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 8 



How is the Credit Calculated? 
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Form 8941 – Common Errors 
• Calculations using full-time equivalent 

employees (FTEs) 
 

• Calculations of average annual wages 
 

• Amounts paid for premiums 
 

• Calculations using State average premium 
limitation    
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How to Claim 
• 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. 

 

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

• Alternative Minimum Tax offset 
 

• Carryback/Carryforward unused credit 
 

• Business expense deduction 
 

• Refundable for tax-exempt employers 
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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 



Small Business Health Care  
Tax Credit Resource Page 

www.irs.gov/uac/Small-Business-Health-Care-Tax-Credit-for-Small-Employers 
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Affordable Care Act  
Online Resources 

Taxpayer Advocate Service SBHCTC Estimator for 2010 - 2013  
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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 
Online Resources 

Healthcare.gov – Small Business Health Care Tax Credit Estimator 
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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 

IRS.gov/ACA HealthCare.gov 

DOL.gov/ebsa/healthreform 

SBA.gov/healthcare 

Business.USA.gov/healthreform 
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