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The 21st Century Cures Act, passed at the end 
of 2016, introduced a new benefi ts funding 
mechanism called a Qualifi ed Small Employer 
Health Reimbursement Arrangement (QSEHRA). 
Although QSEHRAs were originally permitted as 
of January 1, 2017, the only early guidance from 
the IRS related to the notice requirements. With 
the issuance of new guidance on October 31, 2017, 
we now have detailed information on how to 
run QSEHRAs in plan years beginning on or after 
November 20, 2017.

WHAT IS A QSEHRA?
A QSEHRA is a distinct type of Health 
Reimbursement Arrangement (HRA) that allows 
employers to reimburse employees for certain 
medical expenses even though the employer does 
not sponsor its own major medical plan.  

Under otherwise applicable law, employers can only 
sponsor HRAs that are “integrated” with a major 
medical plan (i.e., HRAs only work if the employee 
is enrolled under an employer-sponsored group 
health plan).

WHO CAN SPONSOR A QSEHRA?
QSEHRAs are exclusively available to small 
employers based on the Aff ordable Care Act 
defi nition. Basically, this means those employers 
with fewer than 50 full-time employees. To qualify, 
employers MUST NOT provide a group health plan 
to any employee. 

WHAT MUST EMPLOYEES PROVIDE TO 
CONFIRM ELIGIBILITY?
Before a QSEHRA can reimburse, the eligible 
employee must provide proof that they had health 

insurance for the month the expense was incurred. 
One source of proof may be an attestation on the 
form used for reimbursement requests.

HOW IS A QSEHRA FUNDED?
QSEHRAs are funded by employers only. Employees 
may not make their own salary reductions 
contributions under a QSEHRA. The payment and 
reimbursement amounts for 2017 may not exceed 
$4,950 for individuals and $10,000 for family 
coverage. For 2018, payment and reimbursement 
maximums are $5,050 for individuals and $10,250 
for family coverage.

WHAT NOTICE REQUIREMENTS APPLY 
TO QSEHRAS?
Any employer funding a QSEHRA must provide 
written notice to employees at a minimum of 90 
days before the beginning of each plan year. For 
employees that become eligible during the year, 
notice must be provided on the date the employee 
becomes eligible. Sample notice language is 
available.

WHAT ABOUT EMPLOYER HSA 
CONTRIBUTIONS?
Employers that sponsor QSEHRAs may still 
contribute to employee HSA and allow employees 
to make pre-tax contributions through a Section 
125 plan. To be HSA-eligible, an employee must be 
covered by a high deductible health plan.
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