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June 15, 2016  

  

The Honorable Kevin Brady     The Honorable Sander Levin 

U.S. House of Representatives     U.S. House of Representatives 

1102 Longworth House Office Building    1139E Longworth House Office Building 

Washington, D.C. 20515      Washington, D.C. 20515 

 

Dear Chairman Brady and Ranking Member Levin,  

  

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

organization, thank you for considering H.R. 5447, the Small Business Healthcare Relief Act, before the Committee 

on Ways and Means.  This bipartisan, common-sense legislation would protect small businesses from catastrophic 

penalties, and would allow 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 group health insurance coverage.  According to the NFIB 

Research Foundation’s Small Business’s Introduction to the Affordable Care Act survey series, only 41 percent of 

small businesses offered employer-sponsored group health insurance coverage to their employees in 2015.  

  

Many small business owners instead directly paid for or reimbursed their employees’ healthcare costs.  The NFIB 

Research Foundation found 16 percent of small businesses utilized a reimbursement arrangement last year.  

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

to choose individual health insurance policies that best fit their needs. 

  

Unfortunately, in 2013, the Internal Revenue Service (IRS) issued sub-regulatory guidance prohibiting the use of 

employer contributions for the purchase of individual market health insurance.  Employers utilizing these 

arrangements face fines up to $36,500 per employee, up to $500,000 per business, each year.  Enforcement of the 

prohibition began July 1, 2015.  Penalties of this magnitude will devastate small businesses.   

  

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

employers to continue to assist employees with the purchase of individual market health insurance.  In a recent 

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

their employees to purchase health insurance on their own.  NFIB strongly supports approval of H.R. 5447 and 

encourages prompt consideration by the entire House of Representatives.  

 

 

Sincerely, 

 
Amanda Austin 

Vice President 

Public Policy 
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