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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no longer in effect.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 
full-time equivalent employees. 

2. The employer cannot offer group 
health coverage to any employee. 

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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