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Relief May Soon Be On the Way for Small Business and Nonprofits 

Who Want to Assist Staff with Personal Healthcare Care Costs 

On June 21, 2016 the U.S. House of Representatives passed the bipartisan “Small Business 

Health Care Relief Bill” (HR 5447) designed to give small businesses, including nonprofits 

greater flexibility with regards to providing health care for their employees. The bill now heads 

off to the Senate where it is expect to receive favorable attention since it appears to compliment a 

similar bill being championed there.1 

Why this is Important 

In 2013 the IRS issued Notice 2013-54, I.R.B. 2013-40, 287, which generally prohibited the use 

of employer monies, including monies used to fund Health Reimbursement Accounts (HRA’s) 

for purchasing health insurance on the individual market because these arrangements were no 

longer deem as meeting the Patient Protection and Affordable Care Act’s (PPACA’s) (P.L. 111-

148) minimum benefit and annual dollar cap requirements for health insurance plans offered by 

employers. And under this guidance, employers who continued to offer HRAs would be subject 

to fines of $100 per day/per employee (e.g. $36,500 per year). The impact of this decision has 

meant that employers who wanted to assist employers with the cost of individual health care 

could only do so by increasing the taxable wages of their employees. A solution that imposes 

significant taxes on both the employer and the employee for trying to meet their health care 

obligations under the law. 

The Small Business Healthcare Relief Bill would seem to make sense, from a business 

perspective.  Though it would mean lost revenue to the health care system, thus further eroding 

the Government’s ability to fund the national health care program. 

What the Bill Would Do 
 
According to the details in the Bill the following measures would become available: 

 

 Small businesses (including nonprofits) and local municipalities with fewer than 50 

employees will be allowed to continue using pre-tax dollars to give employees a defined 

contribution for healthcare expenses; 

 Employees will be allowed to use Health Reimbursement Arrangement (HRA) funds to 

purchase individual (as opposed to company sponsored) health coverage on the 

individual market; 

                                                                                 
1 Sens. Charles E. Grassley, R-Iowa, and Heidi Heitkamp, D-N.D., recently released an updated version of their bill 

that also focuses on allowing small businesses, through HRAs, to help employees purchase health coverage. Their 

version of the Small Business Health Care Relief Bill (Sen 3060) would allow small businesses to reimburse their 

employees on a pre-tax basis for the purchase of health insurance on the individual market,  

 

https://www.congress.gov/bill/114th-congress/house-bill/5447/text
javascript:void(0)
javascript:void(0)
javascript:void(0)


_________________________________________ 

1825 Hamilton Ave, San Jose, CA 95125      Phone: 408-408-568-0649     E-mail: info@cmanational.org 

 qualified out-of-pocket medical expenses would also be allowed to be paid for from 

monies in the employers HRA Fund, provided the employee has qualified health 

coverage; and 

 Employers will be protected from financial penalties for providing this cost-sharing 

option to employees. 

 

Business Community Support 

The U.S. Chamber of Commerce supports the legislation and sent a letter in support of HR 5447 

to the bill’s sponsors. In their words “…This bipartisan bill would restore the ability of small 

businesses to offer stand-alone HRA’s to their employees without being penalized…since many 

small employers do not have human resource departments or benefits specialists, this bill would 

provide them with the necessary flexibility to help their employees pay for health care. 

The National Association of Homebuilders (NAHB) has also come out in support of the bill. In 

an open letter to law makers they noted that this legislation "…would allow home building firms 

and other small businesses to provide Health Reimbursement Arrangements (HRAs), which let 

employers contribute something to their employee health costs," NAHB Second Vice Chairman 

Randy Noel said. "HRAs allow small businesses to offer pre-tax dollars to insured employees to 

help pay premiums and/or other out-of-pocket costs associated with medical care and services,” 

he added. 

Summary 
 

This is good news for small employers.  But it remains to be seen whether or not either of the 

bills will make it on to the desk of the President where it may or may not be signed into law.  

Stay tuned. 

 

 

 

 
DISCLAIMER 

 

    This material is presented with the understanding that the author is providing basic information only, and 

assumes no liability whatsoever in connection with its use.  Tax laws are constantly changing, are subject to 

differing interpretations, and the facts and circumstances in any particular situation may not be the same as those 

presented here.  Therefore, we urge you to do additional research and make sure that you are fully informed and 

knowledgeable before using the information contained herein. 
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