
Help for Small Businesses: Exploring the
Impact of Sequestration Cuts on Health Care
Tax Credit Refunds
Small businesses are the backbone of the American economy, employing
nearly half of the private workforce and generating over $10 trillion in
annual revenue. However, many small businesses face significant
challenges in providing health insurance to their employees due to rising
healthcare costs. To help alleviate this burden, the Small Business Health
Care Tax Credit (SBHCTC) was created to provide tax credits to eligible
small businesses that offer health insurance to their employees.

Impact of Sequestration Cuts

In 2011, the Budget Control Act mandated $1.2 trillion in automatic
spending cuts, known as sequestration, over 10 years. These cuts have
impacted various government programs, including the SBHCTC. The
sequestration cuts have reduced the funding available for the SBHCTC,
resulting in lower tax credit refunds for eligible small businesses.
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Understanding the SBHCTC

The SBHCTC is a tax credit available to small businesses that meet certain
criteria, including:

* Having less than 25 full-time equivalent (FTE) employees * Paying
average annual wages of less than $50,000 per FTE * Offering qualified
health insurance to at least 50% of their full-time employees

The tax credit is calculated as a percentage of the small business's health
insurance premiums, with the percentage varying depending on the
number of employees and the average annual wages.

Consequences of Lower Tax Credit Refunds

The reduced funding for the SBHCTC due to sequestration has resulted in
lower tax credit refunds for eligible small businesses. This has several
consequences:

1. Increased Healthcare Costs: Small businesses may have to shoulder
more of the healthcare costs for their employees, reducing their profitability
and competitiveness. 2. Reduced Employee Benefits: Small businesses
may be forced to reduce or eliminate health insurance coverage for their
employees, limiting their access to essential healthcare services. 3.
Disproportionate Impact on Small Businesses: Small businesses are
particularly vulnerable to the impact of reduced SBHCTC refunds, as they
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have fewer resources to absorb the additional costs or provide alternative
health insurance options.

Call to Action

The sequestration cuts have had a significant impact on small businesses'
ability to provide health insurance to their employees. To mitigate the
negative consequences, Congress should consider restoring funding for
the SBHCTC or exploring alternative ways to support small businesses in
providing healthcare coverage.

Learn More and Take Action

To stay informed about the SBHCTC and other issues affecting small
businesses, visit our website at . Together, we can advocate for policies
that support small businesses and ensure access to affordable healthcare
for all Americans.

Additional Resources:

* IRS: Small Business Health Care Tax Credit * DOL: Employee Retirement
Income Security Act (ERISA) * White House Fact Sheet: President Biden
Announces New Actions to Support and Grow Small Businesses Across
America
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