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AN OVERVIEW OF HEALTH CARE REFORM LEGISLATION 

On March 30, 2010, President Obama signed into law H.R. 4872, the Health Care and 
Education Reconciliation Act of 2010 (Reconciliation Act, P.L. 111-152), thus completing a 
massive overhaul of the U.S. health care system affecting nearly all taxpayers, many employers, 
and many elements of the health care industry. The Reconciliation Act modifies legislation 
signed into law on March 23, 2010 that contains the bulk of the health reform law, H.R. 3590, 
the Patient Protection and Affordable Care Act (Affordable Care Act, P.L. 111-148). 

The newsletter provides an overview of the employer requirement to offer health coverage in 
the health reform legislation.  



   The recently enacted health overhaul legislation requires certain employers to offer and 
contribute to their workers' health insurance or pay a penalty. Under the new law, effective for 
months beginning after December 31, 2013, a large employer that does not offer coverage for all 
its full-time employees, offers minimum essential coverage that is unaffordable, or offers 
minimum essential coverage that consists of a plan under which the plan's share of the total 
allowed cost of benefits is less than 60%, is required to pay a penalty if any full-time employee is 
certified to the employer as having purchased health insurance through a state exchange with 
respect to which a tax credit or cost-sharing reduction is allowed or paid to the employee. Here 
are the details: 

Who is subject to the employer mandate?  

Only an "applicable large employer," defined as someone who employed an average of at least 
50 full-time employees during the preceding calendar year, is subject to the requirement to offer 
coverage. Most small businesses, since they have fewer than 50 employees, are thus exempt from 
the employer requirement. In counting the number of employees for purposes of determining 
whether an employer is an applicable large employer, a full-time employee (meaning, for any 
month, an employee working an average of at least 30 hours or more each week) is counted as 
one employee and all other employees are counted on a pro-rated basis. However, even an 
employer with 50 or more employees isn't subject to the penalty for not offering coverage if the 
employer doesn't have any full-time employees who are certified to the employer as having 
purchased health insurance through a state exchange with respect to which a tax credit or cost-
sharing reduction is allowed or paid to the employee. 

Penalty for employers not offering coverage.  

    An applicable large employer who fails to offer its full-time employees and their dependents the 
opportunity to enroll in minimum essential coverage under an employer-sponsored plan for any 
month is subject to a penalty if at least one of its full-time employees is certified to the employer 
as having enrolled in health insurance coverage purchased through a state exchange with respect to 
which a premium tax credit or cost-sharing reduction is allowed or paid to the employee. The 
penalty for any month is an excise tax equal to the number of full-time employees over a 30-
employee threshold during the applicable month (regardless of how many employees are receiving 
a premium tax credit or cost-sharing reduction) multiplied by one-twelfth of $2,000. For example, 
if an employer fails to offer minimum essential coverage and has 60 full-time employees, ten of 
whom receive a tax credit for the year for enrolling in a state exchange-offered plan, the employer 
will owe $2,000 for each employee over the 30-employee threshold, for a total penalty of $60,000 
($2,000 multiplied by 30 (60 minus 30)). This penalty is assessed on a monthly basis. 

Penalty for employers that offer coverage but have at least one employee receiving a 
premium tax credit.  

    An applicable large employer who offers coverage but has at least one full-time employee 
receiving a premium tax credit or cost-sharing reduction is subject to a penalty. The penalty is an 
excise tax that is imposed for each employee who receives a premium tax credit or cost-sharing 
reduction for health insurance purchased through a state exchange. For each full-time employee 
receiving a premium tax credit or cost-sharing subsidy through a state exchange for any month, 
the employer is required to pay an amount equal to one-twelfth of $3,000. The penalty for each 
employer for any month is capped at an amount equal to the number of full-time employees 
during the month (regardless of how many employees are receiving a premium tax credit or cost-
sharing reduction) in excess of 30, multiplied by one-twelfth of $2,000. For example, if an 
employer offers health coverage and has 60 full-time employees, 15 of whom receive a tax credit 



for the year for enrolling in a state exchange-offered plan, the employer will owe a penalty of 
$3,000 for each employee receiving a tax credit, for a total penalty of $45,000. The maximum 
penalty for this employer is capped at the amount of the penalty that it would have been assessed 
for a failure to provide coverage, or $60,000 ($2,000 multiplied by 30 (60 minus 30)). Since the 
calculated penalty of $45,000 is less than the maximum amount, the employer pays the $45,000 
calculated penalty. This penalty is assessed on a monthly basis. 

Requirement to offer "free choice vouchers." 

    After 2013, employers offering minimum essential coverage through an eligible employer-
sponsored plan and paying a portion of that coverage will have to provide qualified employees 
with a voucher whose value could be applied to purchase of a health plan through the Insurance 
Exchange. Qualified employees would be those employees: who do not participate in the 
employer's health plan; whose required contribution for employer sponsored minimum essential 
coverage exceeds 8%, but does not exceed 9.8% of household income; and whose total household 
income does not exceed 400% of the poverty line for the family. The value of the voucher would 
be equal to the dollar value of the employer contribution to the employer offered health plan. 
Employers providing free choice vouchers will not be subject to penalties for employees that 
receive a voucher. 

I hope this information is helpful. If you would like more details about these provisions or any 
other aspect of the new law, please do not hesitate to call. 
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UPCOMING SEMINARS 
JOSEPH R. POZZUOLO, ESQUIRE AND LISA A. LEGGIERI, ESQUIRE WILL BE PRESENTING: 
“THE BASICS OF ESTATE TAX PLANNING FOR ATTORNEYS, CPA’S AND GENERAL AND NEW 
PRACTITIONERS INCLUDING ETHICS” A CONTINUING LEGAL EDUCATION/CONTINUING 
PROFESSIONAL EDUCATION (CLE/CPA) SEMINAR FOR ATTORNEYS AND CERTIFIED PUBLIC 
ACCOUNTANTS ON FRIDAY, NOVEMBER 5, 2010 AT NEUMANN UNIVERSITY. 

JOSEPH R. POZZUOLO, ESQUIRE AND LISA A. LEGGIERI, ESQUIRE WILL BE PRESENTING: 
“THE FUNDAMENTALS OF ESTATE ADMINISTRATION INCLUDING A STEP BY STEP 
PREPARATION OF THE FEDERAL ESTATE TAX &PA INHERITANCE TAX RETURNS FOR THE 
SUBURBAN GENERAL PRACTITIONER AND CPA 2010” A CONTINUING LEGAL EDUCATION/ 
CONTINUING PROFESSIONAL EDUCATION (CLE/CPA) SEMINAR FOR ATTORNEYS AND 
CERTIFIED PUBLIC ACCOUNTANTS ON FRIDAY, DECEMBER 3, 2010 AT NEUMANN 
UNIVERSITY. 

JUDITH P. RODDEN, ESQUIRE  WILL BE PRESENTING: “COMMERCIAL AND RESIDENTIAL 
REAL ESTATE PRACTICES TODAY: FROM AGREEMENT OF SALE TO CLOSING, WITH ETHICS” 
A CONTINUING LEGAL EDUCATION/CONTINUING PROFESSIONAL EDUCATION (CLE/CPA) 
SEMINAR FOR ATTORNEYS AND CERTIFIED PUBLIC ACCOUNTANTS ON THURSDAY 
DECEMBER 9, 2010 AT NEUMANN UNIVERSITY. 
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All of the following professional publications and past newsletters written bv 
attorneys of this office are available by clicking here: http://pozzuolo.com/Pubs 
Articles.shtml 

Corporate/Tax 

Design Buy-Sell Agreements For Maximum Utility 

Deferred Compensation Rewards And Retains Key Employees 

How To Use Non-Qualified Deferred Compensation Arrangements As A Business, Retirement And Tax Planning 
Tool 

Protecting A Client's Business From Unfair Competition Using Restrictive Covenants 

Money Purchase Pension Plan Falls Out Of Favor 

Why An Employment Contract Is Mandatory 

What Type of Qualified Corporate Retirement Plan Best Serves Your Business, Tax And Retirement Needs 

Structuring Loans From Qualified Plans - How To Handle The Strict Tax Rules 

How An S Corporation Avoids The Double Taxation Incurred When Excessive Compensation Is Treated As A 
Dividend 

Bankruptcy - How To Prevent It And How To Cope With It Should It Happen To Your Business 

How To Look, Act And Sound Like A Professional Corporation 

How Mortgage Lenders Should Draft Broker Agreements To Avoid RESPA Violations 

How to Structure a Suitable Buy-Sell Agreement 

Estate Planning  

The Limited Liability Company -A Sophisticated Tool For Estate Planning  

Diversify Strategies For An Effective Estate Plan  



Use Wills To Maximize Family Protection And Minimize Tax 

Six Proven Estate Planning Techniques 

Divorce Raises The Need For Performing An Estate Planning Review  

Divorce and Estate Planning 

Remarriage Situations Can Raise Special Estate Planning Considerations  

College Funding Tool Offers Estate Planning Advantage 

Drafting The Durable Power Of Attorney For Wealth Protection Purposes 

Why Living Wills Advance Directives Are An Essential Part Of Estate Planning  

Special Needs Trust - An Estate Planning Tool For The Disabled  

Adapt Estate Planning Strategies to Fit the Needs of Same-Sex Couples 

 

Actual resolution of legal issues depends upon many factors, including variations of 
facts and state laws. This newsletter is not intended to provide legal advice on specific 
subjects. It is to provide insight into legal developments and issues. You should always 
consult with legal counsel before taking any action on matters covered in our 
updates. 

YOU ARE RECEIVING THIS EMAIL COURTESY OF YOUR RELATIONSHIP WITH POZZUOLO 
RODDEN, P.C.  IF YOU DO NOT WANT TO RECEIVE THIS MONTHLY NEWSLETTER, PLEASE 
ADVISE. 

To subscribe or unsubscribe to this  newsletter, email:     info@pozzuolo.com 

 


