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The credit is claimed on the  

employer’s annual income 

tax return. 

The following guiding steps are 
provided by the Internal Reve-
nue Service to determine if you 
qualify for small business health 

care credit: 

Small Business Health Care Tax Credit 

 -————————————— Guidelines -————————————–   

Small employer’s providing 
health care coverage to their 
employees are eligible to receive 
federal tax credit provided they 

meet certain criteria.                               

1. Must have 25 or fewer full 
time employees for the tax 

year 

2. Average annual wages of its 
employers for the tax year 
must be less than $50,000 

per full time employee 

3. The employer must pay the 
premium under qualifying 

arrangement. 

Under qualifying arrangement 

For each employee enrolled in 
the health coverage plan, the 
employer must pay at least 50 

percent of the premium cost. 

If an employer pays only a por-
tion of the premiums for the 
coverage provided to employees 
under the arrangement (with 
employees paying the rest), the 
amount of premiums counted in 
calculating the credit is only the 
portion paid by the employer.  
For example, if an employer pays 
80 percent of the premiums for 
employees’ coverage (with em-
ployees paying the other 20 

percent), the 80 percent pre-
mium amount paid by the em-
ployer counts in calculating the 
credit.  For purposes of the 
credit (including the 50 percent 
requirement), any premium paid 
pursuant to a salary reduction 
arrangement under a section 125 
cafeteria plan is not treated as 

paid by the employer. 

Maximum Credit for  

a Qualified Employer (other 

than a tax exempt  

employer) 

For tax year beginning in 2010 
through 2013, the maximum 
credit is 35 percent of the em-

ployer’s premium expenses. 

Example: 

For the 2010 tax year, a qualified 
employer has 9 full time employ-
ees with average annual wages of 
$23,000 per full time employee.  
The employer pays $72,000 in 
health care premiums for those 
employees (which does not 
exceed the average premium for 
the small group market in the 
employer’s State) and otherwise 
meets the requirements for the 
credit.  The credit for 2010 

equals $25,200 (35% x $72,000) 

Step 3 

You pay at least half of the insur-
ance premiums for your employ-

ees at the single (employee-only) 

Coverage rate, then: 

You may be able to  

claim the Small Busi-
ness Health Care Tax 

Credit. 

Step 1 

Total number of your employees 
(not counting owners or family 

members) _______ 

Enter the number of employees 
who work at least 40 hours per 

week. 

Full-time equivalent of part-time 

employees:________ 

(Calculate the number of full-
time equivalents by dividing the 
total annual hours of part-time 

employees by 2080 equals 

_______total employees 

If the total number of employees 

is fewer than 25, go to step 2. 

Step 2 

Calculate the average annual 
wages of employees (not count-

ing owners or family members) 

Take the total annual wages paid 

to employees:__________ 

Divide it by the number of em-

ployees from Step 1:_______ 

(total wages divided by number 
of employees) = 

_______average wages 

If the result is less than $50,000,  

AND 

For over 20 years, AVM DeMars 

C.P.A, P.C. has been a leading 

provider of accounting, tax and 

consulting services to individuals 

and the business community. 

AVM DeMars C.P.A, P.C. is a 

mid-sized accounting firm located 

in central Nassau County. The 

firm has received consecutive 

unqualified opinions from an 

independent Peer Review Firm of 

its system of quality control for 

its accounting and auditing prac-

tice as required by the Peer Re-

view Board of the American 

Institute of Certified Public Ac-

countants. 

 

 

N E W S          
                    
 

          F O O D  D R I V E 

We are hosting our first annual 
canned food drive from June 1st to 
August 15th.  Please drop off your 
canned goods at our offices located 
at 275 Hillside Avenue, Williston 
Park, NY between the hours of 9 

and 5 Monday through Friday. 


