Affordable Care Act and Employer Fines

Employer Penalties:  While there is no requirement for an employer to provide health care coverage, the Affordable Car Act imposes a fine in 2014 on employers if an employee buys health insurance through an exchange and receives a federal subsidy.  The fines are as follows:

· Employers (1) with more than 50 employees; (2) that do not offer health care coverage; and (3) have at least one Full-Time Employee (FTE) who receives a premium tax credit from the federal government will be fined $2000 per FTE per year.  In calculating the number of FTEs, the first 30 FTEs are subtracted.

· In determining the number of FTEs, an employer must aggregate the number of hours of service of non-FTEs for a month and divide by 120 to determine the number of additional FTEs it should add to its actual number.

· Employers (1) with more than 50 employees; (2) that do offer health care coverage; and (3) have at least one FTE who receives a premium tax credit from the federal government will be fined the lesser of $3,000 for each employee receiving a credit or $2000 for each FTE.

· Employers who are part of a controlled group must count all employees in the controlled group to determine whether it is subject to the fines.  The deduction for the first 30 FTEs are allocated ratably to each member of the controlled group based upon the number of employees.
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This summary is not intended as legal or tax advice and does not address all of the Affordable Care Act provisions. If you have any additional questions please contact your tax and or legal advisor.
