
Do you currently offer employee health benefits? Are you wondering if you should continue to offer  

benefits? Before you decide to throw in the towel, consider the reasons why you offer employee health 

benefits today and evaluate the hard and soft costs of eliminating your program. 

Offering Benefits 

Healthcare Reform 

Reasons Why You Sponsor Employee Health  

Benefits 

• Improves ability to attract and retain the most qualified employees. 

• Enhances an employee’s compensation package. 

• Provides tax advantages: 

• 100% of employee premiums are tax deductible for the employer. 

• Reduces payroll taxes when employees pay premiums on a  
pre-tax basis. 

• Pre-tax premium payments lower an employee’s taxable income. 

• Improves employee productivity and absenteeism. 

• Workers’ Compensation premiums can increase without health  
insurance. 

• Provides employees with easier and often less expensive access to 
health insurance. 

Consequences of Eliminating Employee Health Benefits 

• You lose your best employees to competitors, turnover increases. 

• You are unable to attract the best people for the job. 

• Your Workers’ Compensation carrier may significantly increase your premiums or terminate your policy. 

• Payroll taxes increase since your employees no longer have pre-tax contributions. 

• Employees spend work hours trying to find affordable individual or family coverage. 

• Employees stop going to the doctor and sick time hours increase. 
 

Now that you’ve thought about the reasons above, keep on reading because there is more to think about 

before making a final decision. 



In addition to the reasons listed on the previous page, you also need to consider changes being forced by 

Health Care Reform. While complying with health care reform can be complex and burdensome, doing so 

may far outweigh the repercussions of undoing your employer sponsored health benefits.  

 

Offering Employee Health Benefits 

• Small Business Tax Credit available to qualified employers. 

• Employers with more than 50 full-time and full-time equivalent employees must offer minimum essential 
coverage (MEC) to employees. 

• Cost an employee no more than 9.83 (2021) or 9.61% (2022) W-2 wages AND 

• Must have at least a 60% actuarial value. 

• Only required to offer coverage to full-time employees and their dependents. 

• Covered spouses or domestic partners optional. 

• Penalty triggered only when an employee obtains a subsidy through Covered California. 

• Subsidy not available if employee has access to a 60% minimum value plan. 

• Subsidy not available to dependents if employee plan is “affordable”. 

• Employees earning more than 400% FPL will not qualify for a subsidy under typical Covered California 
program eligibility, however, the American Rescue Plan Act does have additional cost sharing 
measures that may mean individuals and families may qualify for a subsidy. 

• Individual $51,520; Family of Four $106,000 (for 2022 benefit year).  

• Grandfathered health plans are not required to implement all provisions. 

 

Not Offering Employee Health Benefits 

• Substantial penalties for not offering coverage if you have more than 50 full-time and full-time equivalent 
employees; penalties are not tax deductible. 

• Employees earning more than 400% FPL will not qualify for a subsidy under typical Covered California 
program eligibility, but they may qualify under ARPA; Covered California benefits lower income  
employees. 

• Increasing an employee’s compensation to avoid offering coverage increases payroll taxes and  
Workers’ Compensation. 

• Individuals not obtaining coverage will be assessed a penalty beginning in 2020 due to California’s  
Individual Mandate. 

• More employers opting out of offering coverage may increase size of penalties. 
 

Please contact your insurance broker for assistance with any of the information provided in this resource 

and for guidance in making your final decision on offering employee health benefits. 

 

The information contained within this document is intended to generate thought and discussion in regard to 

offering employee health benefits. It should not be construed as tax or legal advice – 052322BPGA. 


