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Small Employer Healthcare Relief
Act Now a Reality

With the December 7, 2016 passage of the
long-awaited Cures Act and President Obama
having signed it into law, many small employ-
ers and their employees can now rejoice that
an onerous IRS ruling is overturned. Starting
January 1, 2017, small employers that do not
offer group health insurance to their employ-
ees will have a tool to provide a tax-favored
reimbursement to their employees. And more
good news: there's transition relief retroactive
for all plan years beginning on or before De-
cember 31, 2016 that the onerous penalties
announced by the IRS in Notice 2015-17 are

no longer in effect.
Eligible Employers

To be eligible to offer a new Qualified Small
Employer Health Reimbursement Arrange-
ment (QSEHRA), an employer must meet the

following two requirements:

1. It must not be an Applicable Large
Employer (ALE) under the ACA def-
inition. This means that the employer
must have fewer than 50 full-time plus
tull-time equivalent employees.

2. The employer cannot offer group

health coverage to any employee.
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Qualified Small Employer Health

Reimbursement Arrangements

The QSEHRA would be able to reimburse
eligible employees pre-tax both for premiums
paid for individual coverage as well as for eli-
gible unreimbursed medical expenses. Premi-
ums paid to purchase other group health
coverage, such as through a spouse's employ-

er's plan, are not eligible for reimbursement

under a QSEHRA.

Such a QSEHRA must also meet a number of

rules:

1. Like other HRAs, only employers may
contribute. Employees may not con-
tribute, either directly or indirectly via
salary reduction.

2. It must be provided on the same
terms to all eligible employees of the
employer. For example, an employer
would be able to provide one amount
of contributions for employees who
bought individual health policies just
for themselves and a higher amount
for those who purchased family cov-
erage, as long as that coverage was not
provided by a group.

3. Further, variation in reimbursement
amounts for individual insurance
premiums is allowed if that variation is

due to age-rating for the employee
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and/or family members or the num-
ber of family members.

The maximum amount of payments
and reimbursements for any year does
not exceed $4,950 if only the employ-
ee is covered, or $10,000 (both num-
bers indexed) in the case of an ar-
arrangement that also provides for
payments or reimbursements for fami-
ly members of the employee.

For an employee who is not covered
under a QSEHRA for the entire year,
the maximum amounts allowed above
are prorated on a month-by-month
basis. Thus, for example, an employee
who is only covered under a QSEH-
RA for six months would be limited in
that calendar year to payments and re-
imbursements of not more than
$2,475 ($4,950 / 12 x 6) if only she is
covered, or $5,000 ($10,000 /12 x 6).
An employer is required to verify that
the employee is covered under either
an individual or group health plan that
meets the minimum essential coverage
requirement of the ACA.

An employer adopting a QSEHRA
must provide a notice to employees
who are eligible at the start of each
year (and to those who become eligi-
ble during the course of the year).

The notice must contain the follow-

ing:

a. The amount of that eligible
employee’s permitted benefit
under the QSEHRA for the
year.

b. A statement that the employee
should provide the infor-
mation to any health insurance
exchange to which the em-
ployee applies for advance
payment of the premium assis-
tance tax credit.

c. A statement that if the em-
ployee is not covered under
minimum essential coverage
for any month the employee
may be subject to tax for that
month and reimbursements
under the arrangement may be

includible in gross income.

Starting in January 2018 for the 2017 tax year,
employers eligible for and sponsoring
QSEHRASs will be required to report the total
amount of permitted benefits for each em-

ployee.

For those small employers subject to COBRA
(that is, those with between 20 and 49 em-
ployees), the new QSEHRAs are not subject
to the provisions of COBRA, and thus would
not need to be offered upon an otherwise
qualifying COBRA event.
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Lastly, not that the Cadillac Tax (scheduled to Kushner & Company anticipated passage of
begin now in 2020) will still be around, but this measure and is ready to help eligible small
amounts contributed to a QSEHRA will employers adopt QSEHRASs starting in 2017.
count towards the coverage limits provided in

that tax.

Kushner & Company’s mission is to help organizations “transform the workplace”—beginning with the recognition of the lead-

er’s vision. Our consulting and administration teams approach every opportunity with that vision in mind by learning as much as
possible abont the organization and industry. Our specific areas of expertise include HR Strategy, Organizational Development,

and Total Rewards Consulting and Benefit Administration, including Health Care Reform (ACA), FSA/HRA/HSA and

COBRA Adpinistration, and Retirement Administration.

For Your Benefit articles are provided as a service by Kushner & Company for the exclusive use of onr clients and subscribers

and should not be construed as legal or tax advice. If you wonld like to speak to someone about any of our services for your organ-

ization, please contact us at info(@kushnerco.com or S00-KUSHNER or visit wwmw.kushnerco.com
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