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The Honorable Frank Pallone
Chairman, Subcommittee on Health
Committee on Energy and Commerce
237 Cannon House Office Building
Washington, DC 20515

Dear Chairman Pallone:

On May 10, 2010, Secretary of Health and Human Services Kathleen Sebelius sent a
letter to leadership offices and committees of jurisdiction in both chambers with an update on
implementation of the “Patient Protection and Affordable Care Act” (PPACA). A portion of the
letter explained how an estimated 4 million small businesses would be eligible for tax credits and
that these tax credits would provide billions of dollars in relief for small firms over the next 10
years. I am concerned the stated relief is in contrast to the concerns being expressed from the
small business community on the negative impact provisions of PPACA will have on employers
and employees alike.

According to the Congressional Budget Office (CBO) only 12 percent of small
businesses would realize any sort of benefit from the tax credit. Of that 12 percent an even
smaller portion would be eligible for the full tax credit. To receive the full tax credit a small
business must have 10 or fewer employees, pay employees an average of $25,000 or less and
has to cover more than 50% of their employee’s health care costs. Even then the tax credits are
only available for 6 years and employers with more than 25 employees are not eligible for any
tax credit at all. These limitations could encourage employers to keep wages low and not hire
new employees during a time when our economy struggles and unemployment hovers around 10
percent.

Furthermore, the U.S. Chamber of Commerce and the National Federation of
Independent Business have stated the tax credits will actually do little to help small businesses
afford health insurance. In fact, 88 percent of the entire small business workforce is employed
by a firm that will be receiving no tax credit at all. Regardless of tax credit eligibility PPACA
includes an increase in Medicare payroll tax, a new Medicare tax on non-payroll income, a tax
on health insurers which will get passed on as new costs to businesses, and onerous new IRS
filings requirements which will all add additional costs to small businesses.
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The limited scope of eligibility and sliding scale of tax credits combined with additional
new taxes and costs to small business will have a net negative impact on small businesses. It is
my belief the Energy and Commerce Committee has a responsibility to examine and evaluate
these concerns. The Administrator of the Small Business Administration Karen Mills recently
stated, “the Affordable Care Act will provide entrepreneurs and small business owners with
lower costs and more tools to provide health insurance for their employees. We owe them
nothing less as they work to grow, create jobs, and lead us toward full economic recovery.”
Depressing wage growth and discouraging hiring of new employees is the wrong formula to
achieve these goals and get our economy moving again. As such, I respectfully request that you
schedule a hearing on the true impact of the PPACA on small businesses as soon as the schedule
will allow.

Sincerely,

ohn Shimkus
Ranking Member
Subcommittee on Health

cc: The Honorable Henry Waxman
The Honorable Joe Barton



