
 

 

 

 

Health Care Law: Q&A  
 

 

EXPLAINING THE CURRENT LAW 
 Am I mandated to provide health care to my employees?  

 Employers with 50 or more full-time equivalent (see below) employees are 

 required to provide health coverage to their full-time employees who are defined 

 as those who work at least 30 hours per week.  

  

 In all cases, however, employers do not pay penalties for their first 30 full-time 

 employees.   

 

 Example: A franchisee has 60 part-time workers, working the equivalent of 30 

 full-time workers. The same franchisee also has 40 full-time employees. That 

 franchisee has 70 full-time equivalent employees and therefore must provide 

 health care for his or her 40 actual full-time employees. However, the first 30 

 full-time employees are waived, so the employer must pay for his 40 full-time 

 employees OR pay a $2,000 penalty for each full-time employee not receiving 

 coverage. Note that the penalties for the first 30 full-time employees are waived 

 (see below).  

 

 Am I considered one employer for all of my franchises?  

 An employer is defined by “common control” as laid out in Internal Revenue 

 Code §414. While determining “common control” can be complicated, the 

 National Restaurant Association uses the following threshold: “if two or more 

 restaurants have the same five or fewer owners, collectively owning at least 80% 

 of the shares or interest, those restaurants shall be considered a single employer.” 

 This reasoning would apply to all businesses owned by the same person(s).  

 

 What type of health care do I need to provide? 

 The law requires employers to provide “minimal essential coverage.” This is 

 defined as a health benefits package which (1) covers essential health benefits, (2) 

 limits cost-sharing, and (3) has an actuarial value of at least 60% (i.e. pays for  at 

 least 60% of the costs).  

 

 “Essential health benefits” will be further defined by the U.S. Secretary of Health 

 and Human Services.  

 



 

 

 What are “full-time equivalent” employees? 

 Employers with less than 50 full-time equivalent employees are exempt from all 

 requirements. Part-time worker hours are considered when determining the 

 number of full-time equivalents employed. “Full-time” is defined as working a 

 30-hour work week. 

 

  For example, 2 part-time workers working 15 hours per week equals 1 full-time 

 worker SOLELY for the purpose of determining whether the employer meets the 

 50 full-time worker threshold for the  small business exemption. 

 

 To calculate whether you fall above or below the threshold on a monthly basis, 

 use the following formula:  

  

 # of full-time employees (working 30 hours or more per week over a month) 

 + (Total part-time workers x  # of hours per week x 4) /120 hours 

 # of full-time equivalents per month 

 

 What are the penalties if I do not provide coverage?  

 The penalties are quite complicated and vary based on the number and type of 

 employees:  

  

 Employers with 50 or more full-time equivalents who (1) do not offer 

 minimum essential health care coverage to their full-time employees and 

 dependents  and (2) have at least one full-time employee who uses the premium 

 tax credit to obtain coverage in the exchange will pay $2,000 per full-time 

 employee per year (minus the first 30 full-time employees) 

 

 Employers with 50 or more full-time employees PLUS full-time equivalents 

 who:  (1) Offer coverage BUT have at least 1 full-time employee who uses a  

  premium tax credit to obtain coverage through the exchange must pay  

  $3,000 for each employee receiving the tax credit. 

   (2) Offer coverage but a full-time employee’s contribution is between 8%- 

  9% of his or her household income: employer must provide a voucher  

  equal to its monthly contribution for the employee to buy coverage on the  

  exchange (not applicable if employee receives a tax credit) to avoid  

  penalties.   

 

 Am I eligible for the small business tax credit?  

 For the next several years, until the state exchanges are established, businesses 

 with 10 or fewer full-time-equivalent employees earning less than $25,000 a year 

 on average will be eligible for a tax credit of 35% of health insurance costs. 

 Companies with between 11 and 25 workers and an average wage of up to 

 $50,000 are eligible for partial credits. 

 

 

 Do I have to provide coverage immediately upon hiring the employee? 



 

 

 No. An employer with 50 or more full-time equivalents is allowed to wait up to  

 90 days after hiring an employee before enrolling the full-time employee in the 

 health plan. If the employer waits longer than 90 days, he or she will pay a 

 penalty of $2,000 per employee (or 1/12
th

 of $2,000 per month) for each month 

 not covered.  

 

 Employers with more than 200 full-time employees must automatically enroll all 

 new full-time employees. Employees may choose to opt out for another plan if 

 they so choose. 

 

 Do I need to notify my employees of this change in the law?  

 Yes.  All employees hired on or after March 1, 2013 must be given written notice 

 of the following:  

  (1) The existence, description and contact information of the Exchange 

  (2) The employee’s eligibility for credits if he/she purchases a plan  

        through the Exchange and the employer does not provide a plan with  

                    an actuarial rate of at least 60%.  

  (3) The loss of the employer’s contribution (if offered) in which all or a  

        portion may be excludable from income for federal income tax                                

        purposes if the employee chooses the Exchange.  

 

 When does this requirement become effective?  

 All employer mandates become effective in 2014. A timeline of key 

 implementation dates is as follows: 

2010 -- Small business tax credit available 

2010 -- Grandfathered plans comply with some insurance reforms 

2012 – All contributions to employee health care plans must be reported on their 

 2012 W-2’s. 

2013 -- Notification requirements for all employers to their employees   

 begins March 1 

2014 -- Employer requirements begin 

2014 -- Individual mandate begins 

2014 -- Health insurance exchanges begin 

2017 -- Large employer participation allowed in exchanges at discretion of  

  each state 

 

 

RECENT DEVELOPMENTS & HOW TO PREPARE 
 What is the current status of the health care law? 

Currently, regulations are being drafted to implement the law. While the employer 

mandate has not yet been addressed, the Department of Health and Human Services 

(HHS), Department of Labor (DOL) and several other agencies are working on 

defining “essential” health benefits, “affordable” health coverage and other vague 

terms contained in the law.  

 

 Is Congress doing anything to stop the implementation of this law? 



 

 

Many pieces of legislation have been introduced to not only void the law in its 

entirety, but also to strike down specific provisions of the law and defund it. 

However, these efforts have failed due to opposition from both the White House and 

the democratically-controlled Senate. Until Washington’s policies reflect a stronger 

pro-business sentiment, future legislative efforts will likely fail as well.  

 

 How do I prepare for the law to go into effect? 

While there are plenty of unanswered questions concerning the impending employer 

mandates, there are several things employers who meet the threshold for compliance 

can do to prepare for its 2014 implementation date (see Question 1 entitled “Am I 

mandated to provide health care to my employees” to determine whether you must 

comply)  : 

 (1) Estimate your current number of employees. If you are close to either the 50 

 full-time equivalent employee (FTE’s) threshold or have close to 30 actual full-

 time employees, you should keep track of this number before the law goes  into 

 effect. As you may recall, the mandate only applies to employers with greater 

 than 50 FTE’s and, for those that are not in compliance, the penalty for the first 

 30 full-time employees is waived.  

 

 (2) Look at your current plan options and determine if there are more compliant 

 alternatives 

 

 (3) Keep track of your current health care expenses for your employees. 

 Remember – all costs related to your employees’ health expenses must be 

 reported on their 2012 W-2’s.  

 

 (4) Weigh the burdens of providing health care vs. paying the penalty. Employers 

 who do not comply with the law must pay $2,000 per employee per year (the 

 penalty for the first 30 full-time employees is waived). While many employers 

 automatically assume that the cost of compliance will be greater than the penalty 

 for noncompliance with the law, the definition of “minimum essential coverage” 

 has yet to be written. In December, 2011, HHS stated that it intends to give states 

 significant latitude in interpreting this provision of the law.  

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


