
National Federation of Independent Business 1201 F Street NW  * Suite 200  * Washington, DC  20004  * 
202-554-9000  * Fax 202-554-0496  * www.NFIB.com  

 

 

  
  

July 15, 2016 

  

The Honorable Charles Grassley    The Honorable Heidi Heitkamp   

United States Senate                       United States Senate      

135 Hart Senate Office Building                       110 Hart Senate Office Building  

Washington, D.C. 20510                            Washington, D.C. 20510  

  

Dear Senators Grassley and Heitkamp,  

  

On behalf of the National Federation of Independent Business (NFIB), the nation’s leading small 

business advocacy organization, thank you for re-introducing S. 3060, the Small Business 

Healthcare Relief Act.  This legislation would protect small businesses from the catastrophic 

Internal Revenue Service (IRS) penalties recently created through regulation, and would provide 

much needed flexibility for small business owners to assist their employees with health 

insurance premiums and healthcare expenses.  

  

The rising cost of health insurance has been the number one problem for small business owners 

for thirty years, according to the NFIB Research Foundation's Problems and Priorities survey.  

Small business health insurance costs have increased significantly over the past decade, and as a 

result many small business owners can no longer afford the high cost of offering employer-

sponsored health insurance coverage.  According to NFIB Research Foundation’s Small 

Business’s Introduction to the Affordable Care Act survey series, 6 percent of small businesses 

dropped coverage between 2013 and 2014.  Currently, only 40 percent of small businesses offer 

group health insurance coverage to their employees.  

  

In lieu of offering a high cost employer-sponsored health insurance plan, many small business 

owners instead reimbursed employees with tax-preferred contributions for the purchase of 

individual health insurance policies.  NFIB Research Foundation found 14 percent of non-

offering small businesses utilize a reimbursement arrangement.  In a recent NFIB member 

ballot, 78 percent of small business owners support allowing employers to contribute pre-tax 

funds to their employees in order to purchase health insurance on their own.  Reimbursement 

arrangements allow employers to contribute to employees’ healthcare costs, and allow 

employees to choose individual health insurance policies that best fits their needs. 

  

Unfortunately, in 2013, the IRS issued sub-regulatory guidance prohibiting the use of tax-

preferred employer contributions for the purchase of individual health insurance.  Contributions 

must now be subject to payroll taxes and individual income taxes, drastically reducing the value 

of the employer contribution.  In 2014, the IRS further clarified that employers utilizing 

reimbursement arrangements could receive fines up to $36,500 per employee each year.  
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Penalties of this magnitude could devastate a small business.  In February of this year, the IRS 

recognized the consequences of their sub-regulatory policies and delayed enforcement and 

penalties until July 2015.  The temporary relief was welcomed, but insufficient, and permanent 

relief for employers and employees is necessary.  

  

The Small Business Healthcare Relief Act, would reverse the damaging IRS guidance and would 

allow employers to continue to assist employees with the purchase of health insurance.  NFIB 

strongly supports your proposal, and we look forward to working with you in order to advance 

this important legislation.  

 

Sincerely, 

 
                Amanda Austin 

                Vice President 

                 Public Policy 
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