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III. Guidance 

B. Guidance Under the Sole Jurisdiction of the Treasury 
Department and the IRS on HRAs and Code § 125 Plans 



 

QUESTION 12 



Question 12: Section 125(f)(3) of the Code, effective for taxable years 

beginning after December 31, 2013, provides that the term “qualified 

benefit” does not include any QHP (as defined in ACA § 1301(a)) offered 

through an Exchange. 

This prohibits an employer from providing a QHP offered through an 

Exchange as a benefit under the employer’s Code § 125 plan. Some states 

have already established Exchanges and employers in those states may have 

Code § 125 plan provisions that allow employees to enroll in health 

coverage through the Exchange as a benefit under a Code § 125 plan. 

If the employer's Code § 125 plan operates on a plan year other than 
a calendar year, may the employer continue to provide the Exchange 
coverage through a Code § 125 plan after December 31, 2013? 



Answer 12: For Code § 125 plans that as of September 13, 2013 operate 

on a plan year other than a calendar year, the restriction under Code § 

125(f)(3) will not apply before the first plan year of the Code § 125 plan that 

begins after December 31, 2013. 

Thus, for the remainder of a plan year beginning in 2013, a QHP provided 

through an Exchange as a benefit under a Code § 125 plan will not result in 

all benefits provided under the Code § 125 plan being taxable. 

If the employer's Code § 125 plan operates on a plan year other than 
a calendar year, may the employer continue to provide the Exchange 
coverage through a Code § 125 plan after December 31, 2013? 



However, individuals may not claim a Code § 
36B premium tax credit for any month in 
which the individual was covered by a QHP 
provided through an Exchange as a benefit 
under a Code § 125 plan. 
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