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ICHRAs Renamed CHOICE
Arrangements

On September 3, 2026, the Centers for Medicare and Medicaid Services (‘CMS”) and the U.S.
Small Business Administration (“SBA”) announced that individual coverage health reimbursement
arrangements (“ICHRAS”) will now be referred to as CHOICE arrangements. CHOICE stands for a
“custom health option and individual care expense” arrangement.

A CHOICE arrangement remains a type of health reimbursement arrangement (“HRA”) that allows
employers to provide employees with tax-free funds to purchase their own individual health
insurance, and, in some cases, other eligible medical expenses, instead of offering a traditional
group health plan. Importantly, this announcement reflects a change in terminology only and does
not alter the existing legal or compliance requirements applicable to these programs.

CMS and SBA are actively promoting CHOICE arrangements as an alternative health coverage
strategy for employers evaluating benefit options during their upcoming enroliment season.

EMPLOYER NEXT STEPS

There are no specific action items because of this name change.

However, employers interested in exploring CHOICE arrangements should be aware that these
programs are subject to numerous plan design, eligibility, affordability, nondiscrimination, employee
classification, and ACA compliance requirements. As a result, a thorough review should be
conducted before implementation to ensure the arrangement aligns with the employer’s workforce
strategy and compliance obligations.

USI has several resources available to help employers understand CHOICE arrangements and
evaluate whether they may be an appropriate solution for their employee population. Employers
interested in learning more about these programs should contact their USI service team.

RESOURCES

=  https://www.cms.gov/marketplace/employer-initiatives

This summary is intended to convey general information and is not an exhaustive analysis. This information is subject to change as guidance
develops. USI does not provide legal or tax advice. For advice specific to your situation, please consult an attorney or other professional.



https://www.cms.gov/marketplace/employer-initiatives

= https://www.sba.gov/about-sba/priorities/sba-initiatives/healthcare-options-for-small-
businesses-choice-arrangements/
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This summary is intended to convey general information and is not an exhaustive analysis. This information is subject to change as guidance
develops. USI does not provide legal or tax advice. For advice specific to your situation, please consult an attorney or other professional.

These materials are produced by USI Insurance Services for educational purposes only. Certain information contained in these materials is considered proprietary
information created by USI. Such information shall not be used in any way, directly or indirectly, detrimental to USI and/or their affiliates.

Neither USI nor any of its respective representatives or advisors has made or makes any representation or warranty, expressed or implied, as to the accuracy or
completeness of these materials. Neither USI nor their respective representatives or advisors shall have any liability resulting from the use of these materials or any
errors or omission therein. These materials provide general information for the use of our clients, potential clients, or that of our clients’ legal and tax advisors.

IRS Circular 230 Disclosure: US| Insurance Services and its affiliates do not provide tax advice. Accordingly, any discussion of U.S. tax matters contained herein
(including any attachments) is not intended or written to be used, and cannot be used, in connection with the promotion, marketing or recommendation by anyone
unaffiliated with USI of any of the matters addressed herein or for the purpose of avoiding U.S. tax-related penalties.
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