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DISCLAIMER: This document shall not be considered legal or tax advice.  This 
document is intended only to provide small nonprofits with a basic understanding 
of the health insurance options available, and the process by which these options 
are acquired.  It shall not be construed as a substitute for consultation with an 
attorney and/or tax professional.  All monetary values are for hypothetical 
purposes only and do not represent actual market values. 
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 For a small nonprofit, like all small businesses, funds are tight, and one of 
the expenses it’s easy to skimp on is employee compensation.  I strongly advise 
you not to.  Providing competitive compensation for your employees increases 
morale and retention, and there are ways it can be accomplished with minimal cost 
– indeed, some of the options in this document will actually save you money! 
 More important than the practical implications though, is this question: why 
wouldn’t you pay your employees a fair wage?  Excuses are common – most 
frequently in our sector, employers hide behind fundraising limitations, the 
importance of the mission, and the need to maintain a low overhead ratio – but the 
reality is that your employees are your most important tools to accomplish your 
mission.  You should invest in them, and be willing to explain why you have done 
so. 
 Further, you should remember that your employees are not just resources, 
they’re people.  Investing in their compensation shows that you value them, are 
aware of their needs, and will help build a stronger relationship between manager 
and employee. 
 You probably aren’t able to become a top-tier employer with the flip of a 
switch, but you can begin working to move that direction gradually, and one of the 
simplest, most high-value ways to improve your compensation package is by 
improving your employees’ health insurance options. 
 What you might not know is that there are great options out there for even 
the smallest of nonprofits!  This document will walk you through some of those 
and provide you with a way to determine which option is the best fit for your 
organization. 
 
I. Selecting a Health Insurance Arrangement 
 
 There are essentially two things you need to know to determine the best 
health insurance arrangement option for your organization: how many full-time 
employees you have, and what kind of plan you want to make available to your 
employees. 
 The first question should be easy – if you don’t know how many full-time 
employees you have, that’s a problem beyond the scope of this document.  The 
implication of that number is where the rubber meets the road, though, because it 
determines what kind of plans are available. 
 If you only have one full-time employee, you will not be able to purchase a 
group plan, either through the SHOP Marketplace or directly from an employer.  If 
that is the case, skip Section II Of this document and head straight for Section III 
on page 16, as it’s the only option that will work for your organization at this time. 
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 If you have two or more full-time employees, you have the option of 
offering a group insurance plan with a Section 125 Premium Only Cafeteria Plan, 
or setting up a Qualified Small Employer Health Reimbursement Arrangement to 
reimburse your employees for individual plans purchased through the marketplace.  
There are pros and cons to each approach; the QSEHRA is simpler to set up, but 
requires direct financial investment from the organization, while a group insurance 
plan with a Section 125 Premium Only Cafeteria Plan is slightly more complex to 
configure, but can be done with no financial investment by the organization – 
indeed, in its lowest-investment form, a Section 125 plan can give your employees 
a raise and reduce your organization’s payroll tax obligations without any other 
expenditures! 
 Let’s walk through the specifics of each option. 
 
II. Group Insurance Plans and Section 125 Premium Only Cafeteria Plans 
 
 There are two steps to configure a Section 125 Premium Only Plan 
arrangement: first, the Premium Only Plan must be created, and then a group plan 
must be purchased, either through the SHOP Marketplace or directly from an 
insurance provider. 
 

1. Setting up a Section 125 Premium Only Cafeteria Plan 
 
 A Section 125 Premium Only Cafeteria Plan1 is a tool that allows your 
employees to pay all or a portion of their health insurance premiums through 
payroll deductions, pre-tax.  For example, Missouri Revised Statutes Section 
376.453.1 requires the creation of a Premium-Only Cafeteria Plan.  Many other 
states have passed laws doing the same, but not all – check your local laws to 
ensure compliance.   
 
NOTE: A Section 125 Premium Only Plan cannot be used to pay for health 
insurance plans purchased through the individual marketplace on Healthcare.gov!  
You must have a group insurance plan, purchased either through the SHOP 
Marketplace or directly from an insurance company, to utilize this option.  
 Adopting a cafeteria plan benefits both the employer and the employee by 
reducing the amount of taxable compensation.  The employer’s payroll tax 
obligations will be lessened, and the employer’s income tax obligations will be 
reduced as well.  Here’s an example calculation of the savings (all numbers are 
hypothetical and provided only for informational purposes): 

                                                
1 So called because it is established under 26 U.S.C. Section 125. 
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When you additionally consider that implementing such a plan requires only 
a very small amount of effort, it’s a no-brainer!  Even if you’re not offering 
insurance coverage (through the SHOP Marketplace as described above, or through 
a group health insurance plan), if your employees are buying their own insurance, 
your organization can offer a Section 125 Premium-Only Cafeteria Plan to allow 
them to pay their premiums pre-tax.  By implementing a cafeteria plan, you can 
give your employees a raise without actually increasing their gross pay. 
 The process is fairly simple: first, your board must adopt a Section 125 
Premium-Only Cafeteria Plan to be offered to your employees.  An example 
resolution to be signed after adoption is attached to this document (Attachment 1).  
Once you have adopted the plan, you should provide a Salary Reduction 
Agreement for your employees to opt into the plan.  An example of such a form is 
included with this document as well (Attachment 2).  Once your employees have 
opted into the plan, simply deduct the agreed-upon amount from payroll each 
month, pre-tax!   
 

NOTE: While the Salary Reduction Agreement states that it is in 
effect until replaced, best practices suggest that annually prior to the 
beginning of your plan year, a new form should be obtained.  You can 
make this a part of an annual document update and get a new W-4 
from employees as part of the process. 
 
It works just like a retirement plan – the pay stub should list gross pay, 

subtract the amount to be transferred into the cafeteria plan (as well as any other 
pre-tax deductions), and use the resulting amount to calculate payroll and income 
taxes.  The amount deducted from those paychecks should then be transferred into 
the cafeteria plan account.  This can be an actual bank account, or, if the premiums 
are being paid by the organization, can simply be a line item in your financial 
statements.  If the adopted plan is a Premium-Only Plan, the withheld funds may 
only be used for the payment of health insurance premiums!  Penalties must be 
paid to withdraw those funds for other purposes.   
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Establishing a Premium Only Plan also requires the establishment of a plan 
year; if you are offering coverage to your employees, the cafeteria plan’s plan year 
should correspond to your insurance coverage’s plan year.  If you are not offering 
coverage, it should correspond to your organization’s fiscal year. 
The organization can pay all of the insurance premiums, or none of them, for their 
employees’ dependents, or not, or anything in between, as long as the employee’s 
portion of the premiums is paid through the use of the Premium Only Plan so that 
the employee is not required to pay income taxes on their insurance premiums. 
 
 2. Purchasing a Group Plan 
 
  B. The SHOP Marketplace 
 
 The Small Business Health Options Program (SHOP) Marketplace is an 
alternative to the Individual Marketplace on HealthCare.gov, in which businesses 
(including nonprofits) can purchase group health insurance plans.  To access it, go 
to https://www.healthcare.gov.  At the top of the page, you’ll see an option labeled 
“Small Businesses.”  Click on it.  This takes you to the front page for the SHOP 
Marketplace.  There are two stages to the process of acquiring coverage through 
the SHOP Marketplace.  First, the organization needs to select and configure a plan 
for its employees.  Second, once the plan has been selected, each employee needs 
to log in individually and sign up for the plan.  Once employees have enrolled, the 
employer can close the sign-up period and begin coverage. 
 

i. The Employer Marketplace 
 

a. Eligibility 
 
What you’ll need: 
• Business Name 
• Federal Employer Identification Number (EIN) 

NOTE: Business Name and EIN must match! 
• Primary and Billing Addresses for the Organization (this can be the same 

address) 
• Two Organizational Contacts (e.g., Executive Director and President) 
 

1. The person in charge of selecting and configuring the plan should navigate 
to the front page of the SHOP Marketplace and click the green “For 
Employers” button.  This will bring you to the Employer Marketplace.   
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2. To begin the application process, select your state from the drop-down menu.  
If your state is eligible for SHOP, you’ll see a green “Apply Now” button.  
Click on it.   
 

3. Here, you can either create a new account or log in with your existing 
HealthCare.gov username and password.   

 
NOTE: I recommend creating a separate account using your work email 
address for the Employer side of the SHOP Marketplace, and using the 
account associated with your personal email address for the Employee side 
of the SHOP Marketplace.  That way, your personal information is kept 
separate from your work email. 
 

4. Once you’re logged in, you should be presented with a page that includes an 
inviting green button that says “Start a New Application or Update an 
Existing One.”  Don’t be fooled!  That button will take you to the Individual 
Marketplace.  Instead, look below that button and find the heading “For 
Employers.”   
 

5. Under that heading is a link to “Visit Employer Marketplace.”  Click that 
link. 
 

6. When you do, you’ll be presented with another drop down menu to select 
your state.  Select your state, and click the green “Apply” button.   
 

7. This will bring you to a “My Eligibility” page.  Again, don’t click the 
inviting, green “Add Another State” button.  Instead, further down the page, 
under Eligibility Status, you’ll find a link that says “Create Eligibility.”  
Click that link to begin your application. 
 

8. This brings up the eligibility application.  The first page will ask for 
organizational information and the Primary Contact information.  Your 
Primary Contact should be the person in charge of selecting the insurance 
plan and configuring coverage.  Complete the application, and click Save & 
Continue at the bottom of the page.   
 
NOTE: You will also be presented with an option to add a Secondary 
Contact; it is probably worthwhile to have one.   If you wish to add a 
Secondary Contact, check that box and you’ll be presented with another 
form for contact information. 
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9. Once that’s done, you’ll move on to Eligibility Verification.  This page 
presents you with three check boxes; verify that all of them accurately 
describe your organization.  If so, check all three boxes and click Save & 
Continue. 
 
NOTE: As a nonprofit, the owner or business partner is your Board of 
Directors. 
 

  b. Enrollment 
 

You will need the following information for each employee to be offered coverage: 
 

o Legal First and Last Name 
o Date of Birth 
o Social Security Number 
o Email Address  
o Address 
o Full or Part Time Employment Status 
o Date of Hire 
o Contact Preferences 

 
NOTE: Email is not required, but completing the enrollment process will be 
difficult without it. 

 
1. The first step in enrollment is creating an employee roster. You can complete 

this step one of two ways: you can enter each employee one at a time by 
clicking the “Add Employee” button, or you can click the “Blank Roster” link 
to download an Excel spreadsheet, which can be filled out and uploaded using 
the Completed Roster option.  Once all of your employees are added, click 
Save & Continue. 

 
2. This will bring you to a signature page where you must electronically sign to 

certify that the information in the application is valid.  If so, click the box 
showing that you agree, enter your full name, and click Save & Continue. 

 
3. Now you should be presented with a page confirming your organization’s 

eligibility to purchase coverage through the SHOP Marketplace.  If you’re not 
eligible, you can select File an Appeal, or Return to My Account to withdraw 
your current application and start over.  If you are eligible, click Continue. 
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4. Now you should be on the “My eligibility” page.  If not, click “My eligibility” 
under “Overview” on the left side of the page. 

 
5. Again, ignore the green “Add Another State” button; instead, look for your 

application listed under “Eligibility Status” further down the page.  Under the 
Actions column, the furthest to the right under “Eligibility Status,” there 
should be a link that says “Create enrollment.”  Click that link. 

 
6. Here, you can set your enrollment period, effective date of coverage, and 

define a waiting period for new employees (if you want, you can also set the 
waiting period to 0).   Set those options, and click Save & Continue. 
 

NOTE: Your enrollment period must end no later than the 15th of the month prior 
to month in which your coverage begins.  In other words, for coverage starting 
April 1, your enrollment period must end no later than March 15th. 

 
7. Next, you must decide how to offer coverage.  You have three options: 
 

a. Employee Choice by plan category, which allows you to select the level 
of plan (for example, Bronze or Silver), and your employees can select a 
plan from the marketplace at that level of coverage; 

 
b. Employee Choice by insurance company, which allows you to select the 

insurance company and your employees can select from the plans offered 
by that company; and 

 
c. Employer Choice, which allows you to select a specific plan to offer your 

employees, and they can only enroll in that plan.  
 
NOTE: Be sure to read ahead to Step 8 in order to understand the implications of 
this decision in setting the organization’s premium contribution before you select 
one of the options.  If you don’t, don’t worry; you can circle back and alter these 
options later. 
 
Select one of the three options, indicate whether you will offer dental coverage, 
and click Save & Continue. 
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NOTE: Offering dependent coverage does not require that your organization bear 
the cost of dependent coverage; it only enables your employees’ dependents to 
enroll in the health insurance options you provide.  Dependents are not eligible for 
coverage if the employee is not enrolled in coverage. 
 
8. Now, you’re presented with the Set Your Premium Contribution page.  This 

page allows you to determine how much of your employees’ coverage will be 
paid by the organization, and whether you will offer coverage to your 
employees’ dependents.  There are two possibilities here: 

 
a. If you selected Employer Choice to pick a specific plan for your employees, 

you will just set a percentage of the premium to be paid.    If you wish to 
provide dependent coverage, you can check the box here to do so and 
indicate the percent of the dependent’s premium your organization will 
cover. 

 
NOTE: Employee and dependent coverage do not have to combine to total 100%!  
For example, your organization can pay 50% of your employee’s premium and 0% 
of your employee’s dependent coverage, which means that your employee will pay 
for half of her own coverage and all of her dependent’s coverage. 
 

b. If you selected one of the Employee Choice options, you have two options 
to set premium contributions: 

 
i. You can contribute a fixed percentage of any individual plan premiums 

within a coverage category.  In other words, your employees can select 
any Bronze level plan (or Silver, or Gold, depending on your selection), 
and you will pay a set percentage of that premium.  If you wish to 
provide dependent coverage, you can check the box here to do so and 
indicate the percent of the dependent’s premium your organization will 
cover. 

 
NOTE: Employee and dependent coverage do not have to combine to total 100%!  
For example, your organization can pay 50% of your employee’s premium and 0% 
of your employee’s dependent coverage, which means that your employee will pay 
for half of her own coverage and all of her dependent’s coverage. 
 

ii. You can contribute a fixed percentage of a “reference plan” premium 
amount that you choose.  In other words, you will select a plan from 
the options available to your employees, and set a percentage of that 
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premium amount that you will pay.  For example, if your reference 
plan premium is $100 per month, and you opt to pay 50% of the 
reference plan premium, your organization will pay $50 per month to 
any plan your employee selects, regardless of the premium of the 
selected plan.  If you wish to provide dependent coverage, you can 
check the box here to do so and indicate the percent of the dependent’s 
premium your organization will cover. 

 
NOTE: Employee and dependent coverage do not have to combine to total 100%!  
For example, your organization can pay 50% of your employee’s coverage and 
25% of your employee’s dependent coverage, which means that, if your reference 
plan premium is $100 per month for both the employee and her dependent, your 
organization would pay $50 per month toward the employee’s coverage, and $25 
per month toward her dependent’s coverage. 
 
Once you select your options and enter your percentage contributions, click Save 
& Continue. 
 
9. Now you’ll be provided with the option to select your health plans.  This page 

(which is very similar to the Individual Marketplace page) lists the plans 
available in the SHOP Marketplace, with detailed information about each plan.  
Compare your options and select the plan, company, or plan category 
(depending on your choice in Step 7).  Click the green button labeled “Select,” 
and then click Save & Continue. 
 

10. If you are offering a dental plan, you will now see a list of dental plan options.  
Compare your options and make a selection, as you did for the health care 
plan in Step 9.  Click Save & Continue. 

 
11. Now you’ll be presented with an opportunity to review a summary of your 

entire application before the information is sent to your employees.  Look it 
over and verify that you are satisfied with your selections; if not, go back and 
make corrections.  Once you’re satisfied with the contents of this page, click 
Submit, and the SHOP Marketplace will email enrollment information to all 
of your employees, and they will be able to log in using the following 
instructions and either accept or decline coverage, subject to the enrollment 
period you selected during the application process. 
 

NOTE: You are responsible for ensuring that your employees get the information 
they need to enroll in coverage.  If your employees do not have an email address, 
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you will have to provide them with information about your coverage offer, as well 
as the unique participation code they will need to enroll.  You can access this code 
by selecting the Manage Employees tab. 
 
12. On the last day of your enrollment period, you can submit your application.  

Log into the Employer Marketplace, click the My Enrollment option, and 
click the Review Application button.  Review your application carefully; once 
your application is submitted, you will not be able to make changes until your 
next enrollment period.  Your plan year will run 12 months from your 
effective date of coverage.  Once you’re satisfied, click Submit. 

 
NOTE: If you are enrolling between November 15th and December 15th, there is no 
minimum participation requirement to enroll through the SHOP Marketplace.  If 
you are enrolling at any other time, 70% of your eligible employees must enroll in 
the plan for coverage to be offered (may vary by state). 
 
13. Now review the Medicare and COBRA provisions that may apply to your 

business, and check every box that applies (none of them may apply).  Finally, 
review and check the three boxes above the Electronic Signature space, verify 
that you have read and agree to those statements, and enter your full name in 
the Electronic Signature box.  Click Submit Application. 

 
14. Now, all that’s left is to submit the first month’s premium payment.  This 

payment must be submitted by the 20th of the month preceding the start of 
coverage.  Click the green Pay Now button and follow the directions to make 
the payment. 

ii. The Employee Marketplace 
 
Each employee will need the following information to complete signup: 
 
• Your name, an email address, and contact information 
• Your Social Security Number 
• A SHOP Participation Code 
 
NOTE: Email is not required, but completing the enrollment process will be 
difficult without it. 

 
  



Prepared by Mike Powell, J.D., M.P.A. 

This document shall not be construed as legal or tax advice. 
 

12 

To enroll in the plan offered by your employer, or to refuse the offered 
coverage, follow these steps: 
 
1. Log in to HealthCare.gov.  If you have an existing account, even from the 

Individual Marketplace, log in with that information.  If not, create an 
account and follow the directions to verify your email address and 
eligibility. 
 

2. Once you’re logged in, you’ll be presented with an inviting green button 
that says “Start a New Application or Update an Existing One.”  Don’t 
click it!  That button takes you to the Individual Marketplace.  Instead, 
look farther down the page for the heading “For Employees,” and click 
the link to “View Employee Marketplace.” 
 

3. Now, you’ll be required to enter the participation code you received from 
your employer.  If you got an email from the SHOP Marketplace, the 
code should be included in that email.  If you did not receive an email 
from the SHOP Marketplace, your employer can provide you with the 
code.  You will also have to enter your Social Security Number to verify 
your identity.  Once you’ve entered those numbers, click the green Verify 
button. 
 

4. If you entered your information correctly, you’ll be presented with a box 
asking you to verify that you want to add your employer to your account.  
Click Yes and move on to Step 5.  If you instead get a box asking 
whether you entered your employee code or Social Security Number 
correctly, click no and reenter the information.  If you entered the code 
and SSN correctly, but the Marketplace can’t verify your identity, contact 
your employer to be sure that your information is entered properly in the 
employee roster. 
 

5. If you have more than one employer offering you coverage through the 
SHOP Marketplace, you can add that employer by selecting “Add 
Another Employer.” If not, click the green Begin button. 
 

6. You’ll now see a summary of the information for your employer’s 
coverage offer, and you can accept or decline coverage.  If you Accept 
coverage, move on to Step 7.  If you decline coverage, select that option, 
verify and sign the application and select Submit.  You’re done! 
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NOTE: If you want to see your options before declining coverage, you can 
do so in the final step of the process. 

 
7. If you accepted the coverage, you’ll be presented with an Employee 

Details form.  Complete all the information, and, if your employer is 
offering dependent coverage, add any dependents.  Once the information 
is entered correctly, sign the application by entering your name in the box 
at the bottom and click Save & Continue. 
 

8. If your employer offers dependent coverage and you added dependents in 
the prior step, now you can select which dependents will be added to 
your plans.  Select the dependents who you want to be covered and click 
Save & Continue. 
 

9. Now you’ll be presented with a list of the plans offered by your employer.  
If your employer only offers one plan, it will be the only option listed, 
and you can click the Select button for that plan, click Save & Continue, 
and move on to Step 10.  If your employer offers multiple plans, you can 
compare the various plans using the tools on the page and select the one 
that best suits your needs, then click the Save & Continue button. 
 

10. If your employer does not offer dental coverage, go to Step 11.  If your 
employer offers dental coverage, you’ll be provided with information 
about your options.  Select the dental plan that best suits your needs and 
click Save & Continue. 
 

11. Now you’ll see a summary of the plans you selected.  If these are correct, 
click the green Confirm button at the bottom of the page.  If you need to 
correct something, click the black Back button.  If you wish to decline 
coverage, click the red Decline button and verify that you wish to decline 
coverage.  Now you’ll get a confirmation message.  You’re done! 
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Attachment 1 
 

Example Section 125 Premium-Only Cafeteria Plan Adoption Resolution 
 
<ORGANIZATION> hereby adopts a premium-only cafeteria plan, as permitted 
under 26 U.S.C. Section 125, in order to allow employees to withhold any 
contributions to health insurance premiums, for employee and/or dependent 
coverage, from their salary on a pre-tax basis. 
 
This plan shall be effective as of <BEGINNING PLAN YEAR DATE>, and the 
first plan year shall begin on that date and end on <ENDING PLAN YEAR 
DATE>.  Subsequent plan years will be based on that same twelve-month period. 
 
The premium-only cafeteria plan shall be governed under the laws of the State of 
<STATE>. 
 
The Board of Directors of <ORGANIZATION> adopts this resolution on 
<DATE>. 
 
 
 
 

_________________________________________ 
<PRESIDENT’S NAME>, President 
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Attachment 2 
Example Salary Reduction Agreement Form 

 
Participant Name _______________________________________________ 
Address _________________________________ Birth Date ____________ 
City/State/Zip ____________________________ Hire Date _____________ 
 
Each eligible employee may make, change, or modify his/her salary reduction 
during the first 30 days of the plan year, or in the first 30 days in which the 
employee becomes eligible.  The employer may allow other election periods at 
their discretion. 
 
The maximum salary reduction allowed under this plan shall be no greater than the 
amount the employee pays toward their health insurance premiums during the plan 
year. 
 
� I elect to STOP making salary reduction contributions into the Section 125 
Premium-Only Cafeteria Plan. 
 
� I DO NOT WISH to make salary reduction contributions into the Section 
125 Premium-Only Cafeteria Plan. 
 
� I elect to MAKE salary reduction contributions into the Section 125 
Premium-Only Cafeteria Plan subject to the terms and conditions of the Plan.  I 
authorize my employer to deduct from my pay the amount and/or percentage 
indicated below. 
 

Salary Deferral: ____% of pay OR $________ (actual dollar amount) 
 
I understand that my salary reduction contributions will start as soon as permitted 
and is administratively feasible.  Date of first payroll period to begin salary 
reduction contributions is ________________. 
 
This Salary Reduction Agreement replaces any earlier agreement and will remain 
in effect as long as I remain an employee eligible for the Section 125 Premium-
Only Cafeteria Plan, or until I provide my employer with a request to end my 
salary reduction contributions or provide a new Salary Reduction Agreement as 
permitted under the Section 125 Premium-Only Cafeteria Plan. 
 
 
 
Employee’s Signature _____________________________ Date: _________ 
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III. The Individual Marketplace and QSEHRAs 
 
 If you cannot or are not providing access to a group plan for health insurance, 
you can still provide your employees with compensation for their health insurance 
premiums pre-tax through the use of a Qualified Small Employer Health 
Reimbursement Arrangement (QSEHRA), under 26 U.S.C. 9831(d). 
 To utilize a QSEHRA, an organization must meet the following 
requirements:2 
 

• Is not an Applicable Large Employer that employs at least 50 employees3 
• Does not offer a group health plan4 to any of its employees 
• Does not offer the QSEHRA in conjunction with a required salary reduction 
• Has documented proof of coverage and/or expenses from each employee, 

and their covered family members receiving coverage under the arrangement 
• Does not make payments or reimbursements exceeding $4,950 for a single 

individual or $10,000 for an arrangement that provides for the expenses of 
eligible family members 

• Provides the arrangement on generally the same terms to all employees 
 
NOTE: A QSEHRA does not allow for the payment of health insurance premiums 
through payroll deductions!  To utilize this option, the organization must pay the 
employee’s premiums. 
 
 The process of creating a QSEHRA is quite simple; the organization should 
adopt the arrangement using a resolution like the example included in this 
document (Attachment 3), and employee should sign up for plan through the 
Healthcare.gov Individual Marketplace.  Once the employee has signed up for a 
plan, they should provide the organization with documentation of their premium.  
At that point, the premium reimbursement can be added to the employee’s monthly 
pay stub as a non-taxed reimbursement.  

                                                
2 See I.R.S. Notice 2017-67, available at https://www.irs.gov/pub/irs-drop/n-17-67.pdf 
3 As defined by 26 U.S.C. 4980H(c)2 
4 As defined by 26 U.S.C. 5000(b) 
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Attachment 3 
 

Example Qualified Small Employer Health Reimbursement Account 
Adoption Resolution 

 
<ORGANIZATION> hereby adopts a Qualified Small Employer Health 
Reimbursement Account, as permitted under 26 U.S.C. 9831(d), to reimburse 
employees for health insurance premiums for employee and/or spouse coverage, in 
addition to their salary, on a pre-tax basis. 
 
This account shall be subject to the requirements of 26 U.S.C. 9831(d) and all 
other relevant laws, and employees shall provide documentation of coverage prior 
to reimbursement. 
 
The account shall be governed under the laws of the State of <STATE>. 
 
The Board of Directors of <ORGANIZATION> adopts this resolution on 
<DATE>. 
 
 
 
 

_________________________________________ 
<PRESIDENT’S NAME>, President 
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