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Health Reimbursement Arrangements (HRAs), also known as health reimbursement accounts, are employer-sponsored 
health plans funded by the employer that can provide significant cost-sharing relief for employees at a lower overall cost 
to the employer. HRAs that are not paired with a health plan but instead are used as a vehicle for employers to provide 
health insurance to their employees through tax-advantaged funding, known as standalone HRAs, are not permitted 
under the Affordable Care Act (ACA) as they are funded with a specified dollar maximum. The ACA requires health plans 
to have a basic package of services without cost-sharing on the employee’s behalf, and it bans annual and lifetime health 
benefits limits. 
 
Congress is currently considering legislation that would eliminate this federal prohibition. The House of Representatives 
passed H.R 5447, the Small Business Health Care Relief Act, on June 21, 2016, while the Senate companion bill, S. 3060, 
is currently awaiting action. The legislation is a response to the IRS guidance issued on November 18, 2015, explicitly 
specifies that an HRA or other account-based plan used to reimburse premiums for individual-market coverage fails to 
comply with section 2711 of the Public Health Service Act; it is enforced with fines of up to $36,500 per employee per 
year. Additionally, the Department of Labor has maintained a longstanding definition of an employer-sponsored plan as 
one with significant employer involvement in the plan, even without any employer contribution. 
 
 
Proponents of standalone HRAs assert that a plan that is designed to pay health insurance premiums for employees 
would be an employer-sponsored plan as all of the individual plans that employees purchased with their HRA funds 
would be part of an employer-sponsored plan because the employer has paid some or all of the cost. Many small 
employers could be aided by allowing standalone HRAs by allowing employers who do not currently offer group health 
plans to contribute to the cost of individual plans for their employees. 
 
However, there are several challenges to standalone HRAs compared to the traditional employer-sponsored health 
insurance system. Employer contributions to the health plans, while deductible to the employer, are also non-taxable as 
income to the employee. Group health plans also spread risk by pooling covered employees and their families, which 
allows for a mixture of lower- and higher-risk individuals and a potentially lower premium, as individual-market 
consumers are more likely to be higher risk than those in employer plans. Lower-wage employees may be better off 
without any employer plan by instead receiving tax credits to purchase marketplace insurance, which would not be 
available if an employer offered a HRA contribution if the standalone HRA were permitted. As a result, they might elect 
not to take advantage of the employer funding to the HRA and remain uninsured. 
 
Additionally, there would be issues with potential discrimination as, presumably, employers would deposit a flat amount 
into each employee’s account and some employees would benefit disproportionately more than others because the cost 
of their coverage in a modified community rating system would be less, creating a discriminatory environment. 
Additionally, employers offering standalone HRAs would be responsible for overseeing compliance of these plans, such 
as determining whether the employer contribution is affordable. 
 
NAHU appreciates efforts to improve flexibility in health plan offerings but does not have an official position on the use 
of standalone HRAs or pending legislation to alter current federal regulations. We urge Congress to consider both the 
advantages and disadvantages of offering standalone HRAs as it considers related legislation. 
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