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' the catastrophlc beneﬁt plan. ~ B

. CONCESSIONS RELATIVE TO THE CLEAN “SENATE BILL”:

B

st et

Any MSA at all. (The Senate passed the health insurance reform initiative by a 100 -

~vote thhout any MSA prov:s:on)

No geographtcally-based demonstratlon

Expenment open to all employee]s in ﬂrms ‘with 100 or fewer employees (and only
‘limited to the amount of part:cxpants that ‘the’ Treasmy currently projects will opt for

-t

Experiment open to all self—employed mdmduals (and only limited to the amount of
part1c1pants that the Treasury currently pro;ects will opt for MSAS) ‘

No requlrement »for a cap'on butld-up, of the MSA -account durmg the experiment. .

No requlrement that i msurers and plans must offer employees the chonce of a
traditional plan if they offer an MSA optlon

No requnrement that a state-passed nsk adjustment mechamsm be in place i in order to ‘

sell MSAs ina state

No requlrement that MSA account spendmg be solely lxmlted to beneﬁts covered by

Acceptance that penalty’ for .thhdrav‘\'/al_‘ of funds for non-medi,cal purposes be set at -
15%, and not a higher amount (experts advising us have suggested 20%)..
: Co ! : o : :

Elimination of requirernent'_t‘hat the tax treatment for the self-employed be consistent

with their treatment for traditional '-com'prehensive health plans. ‘

l, A .
The ehmmatlon of all mental health parity requlrement provisions ongmally mcluded
in the Senate-passed version of the Domenici/Wellstone bill (such as copays,”

- deductibles, inpatient/outpatient limits, chemical and substance abuse, etc.)’ other than

the reqmrement for equal treatment of lifetime and annual payment limits.

2 . .



MSA Reportmg Models

0 Sincé CHI/MSA plans are new products for the small group market, they will be
introduced into that market in a manner parallel to the introduction of other new product .
lines. This means that like all small group products, they will be subject to state
_ regulation. Typically, state regulatron in this area covers consumer protections such as
VR marketmg and disclosure requirements. All CHI plans would have to be approved by the
state, consistent with current practice, before being sold as an MSA product. These
products would also be subject to all the insurance reform requlrements in H.R. 3103.

Due to the newness of CHIfMSAs states would look to the NAIC to provide potentlal
models for regulating these products as they have with prlor new products. Alternatively,
states would provide their own regulations.

0 A study of CHI/MSAS requires that a suf‘ﬁment, yet managéable number of accounts be
. identifiable. Thus there will be reporting of information 1) to support the study and 2)

- permit the: 1mplementatron of a constraint on the number of accounts available. Sucha-
constraint may be necessary to allow until sufficient information to be collected and
analyzed on the effects of CHI/MSAs on nanonal and state revenue, and the availability

- and cost of health i insurance. :

There are three models of implementing a constraint on the number of policies until the
study results have been submitted to Congress. All three share the followmg

characteristics:
® A fixed or target number of bolicies is available
o ‘Reporting of minimal data elements to support the study (limited to 5-6 key 1

variables such as number of policies sold, ﬁrm name, industry and size).

° -Reporting mechamsm and schedule to parallel current small group market
_ reportmg within states to the extent possible.

1. Prospective Model: In a prospective model, a maximum number of CHI/MSA policies would
be set based on Treasury’s estimate. Thus, there would be a fixed number of certificates for

establishing a CHI/MSA, and MSAs could not be established without a certificate. ,

There are two options for distributingrthese certificates throughout the nation:

1) allocate the number of policies y state according to an agreed upon
calculatlon (proportional to general populatmn) ' S
_- states would devise an allocauon L.plan £ for those instances where demand
outstripped supply (probably ‘based on date of application from employer or “first
come, first served)



-~ there'would be no reallocation of certificates across states -
-~ states would report information on plans quarterl y (firth identification, size, and

industry code) to the federal government (needed to establish the samplmg frame
for the study) : - ~ :

e, 2) allocate certificates to employers as they sign up to offer this new product to their

employees Employers would register their intent to offer in the state, which would
then receive MSA certificates from the federal government (An ellgtble employer ‘
wrth multi-state employees could ﬁle with one state )

o Once the full quota has been allocated, no new certiﬁcate’s would be available. The
certificates would be “owned” by the employer; if an' employee dropped an MSA, an ‘
employer could enroll another employee. If an employer dropped MSAS entrrely, the '
certificates would become invalid. S : : . V

2. Passwe Model In a passive model ‘the ob;ecttve is to have sufﬁc1ent reportmg 50 that the
sale of MSA/CHI plans can be terminated when a target is reached. The margin of error is
potentially greater than the prospecttve model but it may’ entarl less govemment mterference in .
the market ' : )

o On a quarterly'bas‘is the insurance carriers would report poliey sales and other
mformatton to state insurance commtsstoners who in tum would report to HHS

0. After each quarier HHS would report on MSAS/CHI plans sold. If the target number of :
" plans had been reached, HHS would inform the states that no further plans could be sold.
[f the target had not been reached but is expected to be reached in next quarter there
could be three opttons : _

a based on previous quarters sales expertence 'HHS could issue a target for each
~ state to assure that the target is not-exceeded [there would necessarily have to be.
some margin of error, but this approach would prevent the number the number
from rising from just below the target to some level srgmﬁcantly above the target
~ if sales in the next quarter were unconstrained]; or,
b. sales could continie unhindered and a freeze would not occur unttl quarterly B
S reports indicated that the target had been exceeded.
c. ' -when the target appears to be near (i:e., the following quarter) HHS would pro_;ect
adate at which sales-likely would reach the target and armounce in advance that
- asof that date no more plans could be sold. :

o Once the target has been réached, no new plans would be sold. Pohctes could be . k
renewed,and an employer could reass;gn -a‘policy from an employee who dropped an k
MSA to another employee in the firm. If an employer dropped MSAS entlrely, an msurer

o could not resell them to another firm.
6/21400 °
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POSSIBLE HEALTH INSURANCE REFORM COMPROMISE
6124196 .

MSA Experimeut‘ |

A

A 4-year MSA experiment, evaluated by an 1ndependent nationally-recognized body
Requires an affirmative vote (under regular order procedures) to expand the
experiment. Continuation of MSA experiment requires an affirmative vote under .

regular order. Preliminary report due after third year, leaving a full year while the

experiment is still running for the Congress to consider a continuation of the program.

Study: An independent, nonpartisan organization would be selected to study the effect
of MSAs in the self-employed and small group market. The study would focus on a
number of issues including: the number and demographic characteristics of MSA users,
the impact of MSAs on'cost containment and consumer choice for users and the entire

“market, the cost of MSAs (in terms of revenue loss.to the Treasury), the correlation, if

any, of MSAs to positive/negative health insurance coverage rates, the effect of MSAs
on the insurance market (including risk selection issues and their potential impact on

-prem:ums of non-MSA users), the impact of MSAs on the use. of preventive care

services and on the health care delivery system in general, and the advisability of
capping the build-up of the account and, if so, what the amount should be.

Populations eligible to participate in the experiment:
1. The Self—employed; and-
2. . Businesses with SO and fewer employees.

'(Utilization of MSAs by businesses and the self-employed is limited to the
number of users pro;ected by the Treasury Department) :

MSA Structure

A.

Repubhcan MSA tax pohcres and msurance prowsrons mcluded in 6/20/96 offer, .

including:

UL The assumption | that MSAs 1nsured products that comply w1th state insurance

laws and the insurance reform provisions in HR.3103, as well as the provision
that directs NAIC to develop a consumer protection model - mcludmg a risk
adjustment recommendauon .

2. The Iimitations on tax treatment of MSAs, including provisions regarding
medlcal withdrawals from MSAs non-medlcal withdrawals, and estate tax
treatment of MSAs. '




Catastrophic benefit package designed to be consistent with RAND study
recommendations to avoid risk selection. Maximum deductibles and stop loss

for individuals and families are set consistent with RAND recommendations v ,
(i.e., $2,000/$4,000) and the minimum deductible and stop loss is set at one-half of the
maxifum deductible (i.e., $1,000 for. individuals and $2,000 for families.) [Almost

" every msured and self-insured plan in the nation has stop loss protection].

T

: To assure equitable tax treatment between MSAs and traditional plans, contributions to

MSAs can be made only by employers and the amount of the contribution is limited to
the lower of the plan's deductible OR the difference in the cost of the premium
between the catastrophic beneﬁt planand the tradiﬁonal plan.

Protectnons for employees of 1the self-employed to address mcentlves to
disproportionately use MSAs during the experiment by the employers. (The self-
employed participating in their own employment group plan could not contribute more

to_their MSA account _than,ghey contribute to their employees.)

Revised mental health provision (see attached).

Other ISsues:

A

Pending review of statutoxy language, assume Senate-passed provisions of Medlcare )

fraud and abuse and insurance refonn

- Adequate consumer protecnons for pohc;es that duplicate Medxcare and for long-term

care pnvate insurance.

‘i’rovnsxons that are sngmﬁcantly mconsnstent with Admlmstratlon posmons outlined in
_the June 4th list provxded to Repubhcan staff. : , o



MSA Allocation Method: Option A Sunday, June 23, 1996
¢ MSA Guidelines |

> States develop their own guidelines and requirements for catastrophic insurance
policies.' Treasury also determines a set of gu1de1mes related to the tax structure
of MSAs, similar to those for IRAs.

> "In States which do not adopt their own guidelines, HHS (in consultation with
NAIC and others) would develop guidelines to be used. Such guidelines would
stipulate that HHS must certify policies sold in such states within a certain,
limited time frame (e.g., 90 days of submission). '

»  Insurers that meet both Treasury and State (or HHS) requirements would be
"permitted to offer catastrophic policies in.conjunction with MSAs.

'

. Insurance Reform

’ >  All catastrophxc pians would be subject to all the i msurance reform requxrements in
H. R 3103. ~ .
. 'Reporting
> The number of parﬁcipams m the demonstratidn would be determined based on a

Treasury estimate-of the number of individuals that might be expected to purchase
catastrophic/MSA policies in the absence of a limited, demonstration program
(e.g., available to all individuals in all markets). This estimate would become the
soft target of the number of pammpants that would be allowed to part1c1pate in the
MSA demonstration.

»  On‘aquarterly (or semi-annual) basis during the first year of the demonstration,
' employers would report to Treasury the number of individuals for whom they
“purchased catastrophic policies and opened MSAs. Treasury will track the total
- number of MSAs opened - : '

> At the end of the first six mont_hsﬂéf the demonstration, Treasury would determine
- how many MSAs had been opened relative to the target number. If the target has
been exceeded, no more MSAs could be opened. Question: How does Treasury - -

notify eitgtble employers tlzat cap has been reaclzed/exceeded?

f the NAIC develops a model act for catastrophxc p011c1es, States, of course, would be
free to adopt the model act.



I the target has not been reached employers would continue to open MSAs o

" this case, Treasury would make a semi-annual determination, based on the )

: employers reports of when MSAs may no longer be opened

'

- Begmmng, in Year 2. of the demonstratlon Treasury would submlt an annual

report to.Congress which contams the following information: (1) the, number of

. ’ - participants and (2) the revenue loss due to MSAs. These flgures would be based ’

a Redistnbutlon :

optlon) an MSA POhcy

~on the tax returns ﬁled for the prevmus year of the demonstranan

5 .

‘x4

Once the target number has been reached or exceeded no new MSAS could be :
opened X i ' '

1‘, 'Employers could use policies. that have been dropped by thexr employees (exther
-voluntarily or because the. employee has left the firm) to offer another employee '

(e.g., a new hire or an old employee who had previously decl1ned the MSA

CIE n Subsequent ‘years an employer does not use all of their original MS}\ L

policies (e.g., employees drop the MSAS) other employers could open new :

. MSAs."

A

7 Ifa ﬁrm ‘goes out of busmess, the MSAS used by | its employees would not be

reallocated to‘a new firm." Instead, the aggregate number of avatlable MSAs

; .,would s1mply declme

i
R

l

.Altematively, thés‘e‘ MSAs could be madeavailable,l‘or nse ~by vothetr ﬁrms ]~ :

= Guarahtee‘dwRenew’al '.

ans that had purchased pohcxes in the ﬁrst year would have guaranteed renewal ;
(cons1stent w1th H R 3103) ' : S



Option A~

Upon enactment of law: :
States set guidelines for catastrophic policies.
Treasury sets guidelines for MSAs.

3 v

[
; .
?

| Insurers develop/market catastrophic
policies that meet the guidelines.

|
|
é .
i

A\ AP
Insurers sell ‘policies to
~ employers.
(Effective first year of
demonstration,)

'

!
‘ .

Employers report the number of
MSAs opened.

If Over Target

3

If Under Target

N

No.new MSAs}opened, ' " | Keep opening MSAs s until
: ‘ target is reached or ..
exceeded.




MSA Allqcation Method: Option B ' Sunday, June 23,1996
MSA Guidelines |
»  TheNAIC would develop guidelines and requirements for cétaétrophic insurance
policies. A state must adopt the NAIC model before MSAsfcatastrophrc plans
‘could be sold in the state.

> HHS would have the aUthority to apﬁrove state laws that vary from NAIC model.

; Insurance Reform ;

> All catastrophxc plans would be sub_]ect to all the insurance reform requirements in
H.R.3103. :
Reportmg

> Treasury provrdes HHS with a number of polrcres that may be sold, and HHS .
allocates a certain number of policies (i.e., certificates) to each state. HHS could
withhold some percentage of policies for subsequent allocation based on initial-
(e.g., 6 months) sales. States distribute certificates to insurers.

> On a quarterly basis, insurers must report policy sales and any other required
_information to State insurance commissioners, who, in turn, must report to HHS
within 60 days. HHS would track the total number of policies sold.

fo
H

> After the second quarter, HHS would release any policies withheld if a certain
percentage of existing certificates have already been sold. HHS could also
withdraw unused certificates from a State if some minimum level (e.g., 30-40
percent) of policies have not been sold and other States are above a threshald
(e.g., 60 percent)

> In the second through fourth years of the demonstration, States would be given

~ ‘new certificates based on first year distribution. If a State had sold less than a
certain percentage (e.g., 75-90 percent), some portion of these could be reclaimed
by HHS and redistributed to other States.

Redistribution

> Onceall of the policiés have been sofd, no new policies would be offered.
. - Employers could use péliciéé that have been drof)ped by their'ernployées (either

voluntarily or because the employee has left the firm) to offer another employee
(e.g., a new hire or an old employee who had prewously declmed the MSA
optien) an MSA policy.



»  AState,ora insurer, could redistribute certificates that had been dropped by
employees/employers.

Guaranteed Renewal

> Firms that >had_ purchased certificates in the first year would have guaranteed
renewal (consistent with H.R. 3103). o



Upon enactment of law
7 NAIC sets guidelines for catastrophic pohcnes
- Treasury sets guldelmes for MSAs.

lnsurers ‘develop catastrophlc polncues that
e ‘meét thie guldlelmes

 Certificates allocated proportionally to .
- | states based on predetermined targef. -

 States. d‘isti‘ibl'xte available certificates to
. msurers. Certificates enable insurers to. sell.
an equlvalent number of policies.

, Ifljhder ’!faréet :

: '.'Option'B

N lnsurers sell pOll(:leS to employers
_with <100 employees and self-
4 . employed
* (Effective first year.‘of_'
demonstration.)

pollcnes sold

Insurers report the number of .

B If Target Is Réacheq :

" Reallocate remaining

No new pdlicies sold.

policies up to target level. -




POSSIBLE HEALTH INSURANCE REFORM COMPROMISE:
6/21/96 -- 10:50 am

MSA Experiment

A

A 4-year MSA éxperiment, evaluated by an independent, nationally-recognized body.
Requires an affirmative vote (under regular order procedures) to expand the
experiment, Continuation of MSA experiment requires an affirmative vote under

~ regular order. Preliminary report due after third year, leaving a full year while the

experiment is still running for the Congress to consider a continuation of the program. .

Study: An independent, nongartisan orgamzatxon would be selected to study the effect
of MSAs in the self-employed and small group market. The study would focus on a
number of issues including: the number and demographic characteristics of MSA users,
the impact of MSAs on cost containment and consumer choice for users and the entire
market, the cost of MSAs (in terms of revenue loss to the Treasury), the correlation, if
any, of MSAs to positive/negative health insurance coverage rates, the effect of MSAs
on the insurance market (including risk selection issues and their potential impact on
premiums of non-MSA users), the impact of MSAs on the use of preventive care
services and on the health care delivery system in general, and the advisability of
capping the build-up of the account and, if so, what the amount should be.

POpulatiens eligible to participate in the experiment:

1.  The self-employed; and »
2. Businesses with 50 and fewer employees. _
\ (Utilization of MSAs by businesses and the self-employed is limited to the
- number of users projected by the Treasury Department).

MSA Structure R

A

Republlcan MSA tax pollc:les and insurance provisions mcluded in 6/20/96 offer
(including the assumption that MSAs are an insured product that complies with state
insurance laws and the insurance reform provisions in HR.3103 as well as the
directive that NAIC develops a consumer protection model -- including a risk
adjustment recommendation), and limitations on tax treatment of MSAs including
provisions regarding medical withdrawals from an MSA, non-medical withdrawals
from an MSA, and estate tax treatment. :

Catastrophic benefit package designed to be consistent with RAND study
recommendations to avoid risk selection.” Maximum deductibles and stop loss

for individuals and families are set consistent with RAND recommendations’

(i.e., $2,000/$4,000) and the minimum deductible and stop loss is set at one-half of the
maximum -deductible (i.e., $1,000 for individuals and $2,000 for famlhes) Almost
every insured and self-msured plan in the natxon has stop loss protection]. .

To assure equitable tax treatment between MSAs and traditional plans, contributions to
MSAs can be made only by employers and the amount of the contribution is limited to
the lower of the plan's deductible OR the difference in the cost of the premlum
between the catastrophxc beneﬁt plan and the traditional plan.



D. Protections for employees of the self-employed to address incentives to
disproportionately use MSAs during the experiment by the employers. (The self-
employed participating in their own employment group plan could not contribute more
to their MSA ‘account than they contribute to their employees.) '

E. - Revised mental health provision (see attached).

Other Issues:

A Pending review of statutory language, assume Senate-passed provisions of Medicare
fraud and abuse and insurance reform. '

B. . Adequate consumer protectiohs; for policies that dupliéate Medicare and for long-term
care private insurance.

C. Provisions that are significantly inconsistent with Administration positions outlined in
the June 4th list provided to Republican staff. :



June 26, 1996

' MSA Demonstration Cap

. Reportmg

»  The number of pamcxpants in the dcmonstrauon would be .* This
number is the target for the cap limiting the number of participants in the MSA
demonstration.

»  Ona semi-annual basis during the first year of the demonstration, _
 sellers/marketers of MSAs (e,g;, financial institutions such as banks, insurers,
mutual funds that are qualified to sell MSA products) would report to an entity
designated by each state the number of individuals residing in that state for whom

— they opened MSAs.~States would forward this information to HHS.

» - Atthe end of the first six months of the demonstration, HHS would determine

' how many MSAs had been opened relative to the target number and supply this
information to Treasury. If the target has been exceeded, the MSA demonstration
cap would be triggered and Treasury would notify the sellers/marketers of MSAs,
through the applicable state cntmes that no more MSAs could be opened until
further notice. .

- If the target has not been reached, sellers/marketers of MSAs could continue to
open MSAs on behalf of employers. HHS would meake a semi-annual
determination, based on the states’ reports, of the number of MSAs that have bccn
opened and would notify Trcasury accordmgly

. Enforcement

> If Treasury notifies the sellers/marketers of MSAs, through the applicable state
entities, that the cap has been triggered, no new MSAs can be opened. Ifa
seller/marketer of MSAs opens an MSA for an employer after such notice has
been given, the seller/marketer would be subject to penalties.

- Insurers selling catastrophic policies would pot be subject to penalties if they sell
a catastrophic policy to an employer after Treasury has announced that the MSA
demonstration cap has been triggered, and the employer dec1dcs to open an MSA

> Employees would not be subjcct to penaltxcs if an employer opens an MSA on’
' their behalf after Treasnry has announced that the MSA demonstration cap has
been triggered.
¥ This number will be lreasury's estimate of the number of individuals that it expects to choose
the MSA/catastrophic health insurance polxcy option.




: r'..

“June 26,1996

m"'.Employérs‘ would not be sui’aj‘éct‘ to penalties if a seller/marketer opens an MSA

. for an employer once Treasury has announced that the MSA demonstration cap
* 'has been tri ggcred : :

. Redistrlbutlon of MSAS

o ‘If employees (either’ volv.ntarzly or because the employee has leﬁ the fizm) declde

. to drop the MSA/catastrophic health'insurance option, employers would be

. allowed 1o offer it 10 another employee (e. g a new hire oran old employec who

" had prevxous y declmcd the MSA opnon)

N If,in subsequent years, the number of MSAs declines (e.g., because employers or

their employees drop the MSA/catastrophic health insurance option), and the cap E

is not exceeded, other employers could opcn new MSAs.

L Simxl arly, i f a ﬁrm goes out of business, the MSAs used by its employees could
. be made avaxlable for use by othcr employcrs



"Law sets Vtarget»for o

demonstration cap.

* Employers purchase qualifying
~catastrophic health policies and open

MSAs,

" | Sellers/marketers of MSAs report |
~ the number of MSAs opened t

states,

States report the phinber of | -
. MSAstoHHS. |

.ot

o " If Over Target

" If Under Target -

Cap triggei'ed; Treasury notifies
states. No new MSAs opened.

i SR ‘exceeded. '
| AR _

R

-Employers may tonﬁnua ’o\penf‘ng‘
- MSAs until target {s reached or

.
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" CONCESSIONS RELATIVE.TO THE CLEAN “SENATE BILL”:

Any MSA at all (The Senate passed the health msurance reform initiative by a
100 - 0 vote. wnhout any MSA pr0v1510n) . ‘

No geographlcally based demonstratlon ‘
Experlment open to all employees in firms wrth 50 or fewer employees (and only

limited to the amount of participants that the Treasury currently proj ects w111 opt for
MSAS) S

' Expenment open to all self-employed mdmduals (and- only hmlted to the amount of
* . participants that the Treasury currently prOJects will opt for MSAs)

No requlrement for a cap on buxld-ﬁup of the MSA account‘durmg the experlmént.

- No requrrement that insurers and plans must offer employees the. choice of a-

tradltlonal plan if they offer an MSA optlon

No reqmrement that a state-passed risk adjustment mechamsm be in place in order to
sell MSAs ina state -

No’ requnrement that MSA account spendmg be. solely hmrted to beneﬁts covered by
the catastrophlc beneﬁt plan ‘

, Acceptance that penalty for withdrawal of funds for non-medical purposes be set at .
15%, and not a hlgher amount (experts adwsmg us have suggested 20%)

A Ehmmatlon of requlrement that the tax treatment for the self—employed be consmtent ‘
' wrth their tréatment for tradltlonal comprehensrve health plans. -

The ellmmatxon of all mental health parxty requirement provrslons originally mcluded _
in the Senate-passed version of the Doménici/Wellstone bill (such as copays, -

deductibles, inpatient/cutpatient limits, chemical and substance abuse, etc.) othér than“’
the requlrement for equal treatment of lifetime and annual payment limits. .
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BI?ARTIS&N MSA COMPROHISE

. MSA Pilot Program:

: . Extent of Pilot: During an initial test period of 4
years, MSAs coupled with high-deductible health coverage would be
llmlted toa pilot.-group consisting of employer-sponsored health -

. plans if the employer has 5C employegs or. fewar, and the self-
- employed. , ,

"¢ There would be no explicit cap on the number of MSA

participants, but the Secretary of the Treasury would be required
to-monitor the program’s enrollment during the initial test

perlod report to Congress annually on the number of actlve MSAs,

~and make approprlate recommendatlons to Congress.

¢ Studx. An independent, nonpartlsan organlzatlon cheosen .

by relevant congressional committees would be reguired to study

the effect of MSAs in the small group market. The'study would
include adverse selectlon, health costs, use of preventive care,
and consumer choice.. The study would be due by January 1, 2000.

+ Contlnuatlon and eggansxan after initial test gerlod -
The pilot program would continue unless Congress affirmatively .

votes to digcontinue. An affirmative vote would be required to
expand the program to 1nd1v1duals ‘and 1arger employers No
expedlted proceduxes ,

Congumer Protections

The favorable tax treatment of MSAS would be Condltloned on
the hlgh deductlble health coverage meeting certain consumer
protections. = States could require additional consumer
protections. ‘ ' '

. Disclosure: MSA plans would be required to disclose
informatiorn about cost- Sharlng requirements, deductibles, and
11m1tatlons on coverage

L Deductibles: The annual deductlble would be requlred
to be in the following ranges

, Single coverage: Not less than $1, 500 and nct more
than $4,000.
© Family coverage: Not less than 53,000 and not more
rhan 56,500

. Cost-sharing: Durlng the first 5 years, the annual

cost sharing cannot exceed an average of 30 percent of the

allowable costs for covered services.  The NAIC would be diracted
to develop, within 5 years, model standards for cost - Sharlng that
States could voluntarily adOpt



[ ]

. Meaningf ful health covgrage' The statements of managers
would reflect Congressional intent that the high deductible .
coverage is intended to provide meaningful health care coverage
and the legislative language would specifically. direct the
Secretary of the Treasury to monitor the high deductible coverage
and report to-the Congress if the need. for additional anti- abuse
rules davelops ,

Structural chanqea to the MEA Progosal

* Who can Contrlbute to the MQA Cbntrlbutloné to'MSAs
may be made either by employers or employees who have high-
deductible coverage, but not ‘both.

* Maximum annual contribution to an MSA: The annual
contribution to an MSA cannot exceed the lower of the annual
deductible amount for high-deductible coverage or §1,700 for
1nd1v1duals and $3,700 for families. - .

L Medlcal wlthdrawals from an MSA Tax-free medical

withdrawals from an MSA may be made only for the medical expenses
Of an individual who has hlgh deductible coverage.

¢  Nonmedical 1thdrawals from an MSA: Penalty-free

. nonmedical withdrawals from an MSA would be allowed on or after

age 65 (instead of age 59 1/2 in the House bill). The penalty on
nonmedical withdrawals before age 65 would be 15 percent {instead
of 10 percent in the House blll) '

¢ Estate tax: MSA account balance would not be exempt
from the estate tax. Instead, MSAs would be subject to the
estate tax under rules similar to IRAs (i.e., if the beneficiary
is not the decedent’'s spouse, the MSA balance would be includible
in the taxable estate, and an income tax deduction would be ‘

allowed for estate tax paid with respect to the MSA).



, | POSSIBILE COMPROMISE ON MEDICAL SAVINGSACCOUNTS

House bill, with the following modifications: (1) medical savings accounts would be
available only to employees in an employer-sponsored high deductible plan through December 31,
1999; beginning January 1, 2000, medical savings accounts would be available to all individuals
enrolled in a high deductible plan (i.e., employees with employer-provided insurance, self-
‘employed and other individuals); in the Senate, expedlted procedures would apply with respect to
a bill to delay or repeal the application of the provision to individuals other than employees if ,
offered within a certain time period; (2) the exemption from the estate tax would be deleted,
medical savings accounts would be subject to estate tax under rules similar to individual
retirement accounts (i.e., if the beneficiary is not the decedent's spouse, the medical savings
account balance be mcludlble in the taxable estate, and an income tax deduction would be allowed :
for estate tax paid with respect to the medical savings account); (3) the additional tax on
withdrawals for nonmedical purposes would. be increased from 10 percent to 15 percent; (4)
penalty-free withdrawals for nonmedical purposes could be made after age 65 (instead of after age
59-1/2); (5) in-any year in which a contnbutnon is made by an individual to a medical savings

. account, withdrawals from medical savmgs accounts maintained by that individual would not be
includible in income only if they are for medlcal expenses of the individual, and the individual's
spouse and dependents, who are covered by a high deductible plan; (6) the statement of managers
would reflect Congressional intent that a high deductible policy is intended to provide meaningful
health care coverage and would direct the Treasury Department to monitor the market for high
deductible policies and report to the Congress if the need for anitabuse rules develops (i.e, if
individuals are obtaining high deductible polices that-do not provide meaningful health care
coverage); and (7) the Chairmen of the House Ways and Means Committee and the Senate
Finance Committee would be directed to request the American Academy of Actuaries to prepare
a study regarding the effects of medical savings accounts on adverse selection, if any, among
health plans to be submitted to such Chalrmen by January 1, 1999.
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MS2 E;Lot Program
' N o o 7’ Iy r M
o Ezgt__ent of P;.l_o Durlng an J.Iut:l.al test perlod of
- 4 years, MSAs coupled: ‘with hlgh-deductlble health coverage
would be limited to a pilot group congisting of employer-
- gpongored health plans if the employer has 50 en@loyeea or.

fewer, and the smlf employed

« There would be no exp11c1t cap on the number of MSA1
participants, but policies #0ld to businesses and the
self-employed who currently provide insurance would be
limited to the number of participants projected by the-
Department .of Treasury or 500,000, whichever is less. .
The Secretary of the Treasury would be required to monitor
- the program's enrollment durlng the initial test perlod,v A
~ _report to Congress annually on the number of active MSAs and -
‘“~——-—*-—make apprOpra.ate recomendatlons to Congress. o IR

o« St,ud:y: An :.miependent, non pa.rtlsan orgam.zat;on

"chosen by the Majority and Minority leaders of the

. House and Semnate with.advice. from relevant congre331onal
‘committees would be required to study the effect of MSAs in

the small group market. . The study would include adverse -

selection, health costs, use of preventive care, consumer . . L
"choice; proportion of families eaxperiencing high out- = 7~
- of-pockets coste and cost to the United States

Treasuxry. The study would be -due by January 1, 2000

‘ < Continuation and egganglgg gfggz ;g;tla; test
period: The pilot program would mot continue unlessg Congress .

affirmatively votes to continue. An affirmative vote would
~be required to éxpand the program to individuals and large
employers. No expedited procedures. Individuals
enrolling in  an HMSA program dur:.ng the initial test )
period would be allowed to retain the f£funds deposited
in their. MSA account on a tax free basis. - :

- Participants would - alse bhe guaranteed port:ah:al:.ty to
"non high deductible pla.ns as prov:.ded under the :
genexral insurancxe refom prov:.a:.ana.

‘ Consumer Protectlons

. " The favorable tax treatment of MSAS would be condlﬁloned
on the hlgh -deductible health coverage . meetlng certain
consumer protections. States coul& requzre addltlonal
consnmer protectlons‘, : ;

« gglosgrg MSA plans would ‘be requlred to
disclose information about cost~shar1ng requlrements, ‘
deductlbles, and 11m1tat10ns on coverage



. Deductibles: The annual deductible would be

‘ required to be in the following ranges:

Single coverage: Not less than $1,500 and not more
than [$4-008] $2,000.

Family coverage: Not less~than $3,000 and not moré,

than . [$6508] $4,000.

- Qgs_c_shamg Durlng the first §. vears, the annual .

cost sharing cammot exceed an average of 30 percent of the
allowable costs for covered services. The NAIC would be
directed to develop, within [£iwe] one year, model standards
for cost-sharing that States could voluntarily adopt. Ne °
cost sharing would be allowed for out-of-pocket
spending for covered servicese in excegs of $2 500 for
individuals a.nd $5,000 for fam:!.lias.

e S vMeanlngful health coverage: The statements of

managers would reflect Congressional intent that the high
deductible coverage is intended to pride meaningful health -
care coverage and the legislative language would specifically

direct the Secretary of the Treasury, in. consultation with

the American Academy of Actuaries, to monitor the high:
deductible coverage and report to the Congress if the need
for additional anti-abuse rules develops.

Structural Changes to the MSA Propcsal:’

. Who can contribute to the MSA: Contributions to

MSAs may be made [either] only by employers [ea%—emp—}:eyees]
who have high-deductible coverage. [ but-net—beth.]

. Maxlmum,annual contribution o an MGaA: The annual

contrlbutlon to an MSA cannot exceed the lower of the

savings in the premium from offering a high- deductible
plan pursuant to g'uid.elinee promulgated by the

- ‘Secretary of the Treasury in consultation with t:he
American Academy of Actuaries, or the annual deductible
amount for high-deductible coverage or $1, '700 for individuals
and $3,700 for families. .

. ical wi : Tax-free medlcal
withdrawals from an MSA may be made only for the medical
expenses of an individual who has h_xghvdeduct:lble coveraéfe-

«  ‘Nonmedical withdrawalg Lrom an Mﬁ,&% Penalty—-f_ree

noomedical .withdz‘awals from an MSA would not be allowed [en .

=]

The penalty on nonmedical mthdrawals [before—age—68] would.
be 15 percent (:nlstead of 10 percent in the House billl.



~

- Estate tax: MSA account balance would not be
exenpt from the estate tax. Instead, MSAs would be subject
} to the estate tax under rules similar to IRAs (i.e., if the
‘beneficiary is not the decedent‘s souse, the MSA balance
would be includible in the taxable estate, and an income
deduction would be allowed for estate tax pald w:.th respect
v to the Msa).

] Salf-employed participating in an eaemploymant
gz:oup plan may not contribute more to a perscnal NSA

than to an employee MSA.

. Non-~disgcrimination requirement for MSAs,
i.e., contribution to MSAs for highly paid employees
could not be greater than for other emplovees.

. NAIC devélépment of model rxisk adjustment
machanism/states adopt mechanlgm in conjunction with

e aale of MSA=m
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-MshA Pilot Qroggém{

+ Extent of Pilot: During an initial test period of 4
years, MSAs coupled with high-deductible health coverage would be
limited to a pilot group consisting of employer-sponsored health
plans if the employer has 56 employees or fewer, and the self-
employed.

¢ There would be no explicit cap on’ the number of MSA
'part1c1pants, but the Secretary of the Treasury would be required
to monitor the program’s enrollment during the initial test
period, report to Congress annually on the number of active MSAs,
and make appropriate recommendations to Congress:“""‘

TTEeETEzsrT T4 7 Study: - An 1ndependent, nonpdartisan organlzatlon chosen
by relevant congressional committees would be required.to study
the effect of MSAs in the small group market. The study would
include adverse selection, health costs, use of preventive care,

and consumer choice. The study would be due by January 1, 2000.

: o+  Continuation and expansion after initial test period: -
The pilot program would continue unless Congress affirmatively '
votes to discontinue. An affirmative vote would be required to
expand the program to individuals and larger employexs. No

expedited procedures.

Consumexr Protections

The favorable tax treatment of MSAS would be conditioned on =
‘the hlgh-deductlble health coverage meeting certain consumer
protections. States could require additional consumer ‘
protections. S = : B

. Disclosure: MSA plans would be required to disclose
information about cost-sharing requirements, deductibles, and
limitations on coverage. :

. Deductibles: The annual deductible would be requlred
to be in the following ranges:

Single coverage: . Not less than $1,500 and not mote
than $4,000. : o h B

Family coverage: Not leas than $3,000 and not more
than $6,500 ' ‘ - :

. COSt~Sharinq: During the first S years, the annual
" cost sharing cannot:..exceed an average of 30 percent of the
allowable costs for covered services. The NBIC would be dirsected
to develop, within 5 years, model standards for cost-sharing that
States could vecluntarily adopt.




¢+  Meaningful health coverage: The statements of managers

would reflect Congressional intent that the high deductible

coverage is intended to provide meaningful health care coverage

and the legislative language would specifically direct the
Secretary of the Treasury to wmonitor the high deductible coverage

- and report tc the Congress if the need for additional anti- abuse

rules develops.

Structural Chang:es to the MSA Progosal‘

¢+  Who can contribute to the MQA ‘Contributions to MSAs
may be made either by employers or employees who have high-.

" deductible coverage, but not both.

¢ Maximum annual contribution to an MSA: The annual

contribution to an MSA cannot exceed the lower of the annual
deductible amount for high-deductible coverage or §1,700 for
1nd1v1duals and $3 700 for famllles

+ Medical w1thdrawals from an MSA: 3Tax-ffee nedical
withdrawals from an MSA may be made only for the wmedical expenses
of an 1nd1v1dual who has hlgh deductlble coverage. ' -

* NOnmedlcal wlthdrawals from an MSA: Penalty«free -
nonmedical withdrawals from an MSA would be allowed on oxr after -
age 65 (instead of age 59 1/2 in the House bill). The penalty on .
nonmedical withdrawals before age 65 would be 15 percent (1nstead’”
of 10 percent in the House blll)

¢  Estate tax: . MSA account,balance would not be exempt
from the estate tax. Instead, MSAs would be subject to the
estate tax under ruleg similar to IRAs (i.e., if the beneficiary .
is not the decedent’s spouse, the MSA balance would be includible -

in the taxable estate, and an income tax deduction would be o minm

allowed for estate tax paid with respect to the MSA).

.
« t



HEALTH INSURANCE REFORM COMPROMISE OFFER
6/28/96 ~

MSA Experiment

A 4-year Medical Savings Account (MSA) experiment that limits participation to 400,000
individuals and whose eligible participants are drawn from businesses with 100 and fewer
employees and the self-employed. After receipt of the findings from a non-partisan, objective
third party (such as RAND or the American Academy of Actuaries), an affirmative vote
(under regular order procedures) would be needed to expand utilization of MSAs. -

Design of thg Study:

1. Tax Structure and Insurance f)versight. Accept the Republican MSA

tax policies and insurance provisions included in 6/20/96 offer, including
(a) the assumption that MSAs are insured products that comply with state insurance

~ laws and the insurance. reform provisions in H.R.3103, (b) the provision that directs
NAIC to develop a consumer protection model -- including a risk adjustment
recommendation, and (c) the limitations on tax treatment of MSAs, including
provisions regarding medical withdrawals from MSAs, non-medical withdrawals, and

~ estate tax treatment of MSAs.

2. Equitable Tax Treatment Between Plans. To assure a level playing field between
" MSAs and traditional plans, the third party would set the maximum contribution by
" the employer to the MSA at the level it determines accurately reflects the difference in
the cost of the premium between the high deductible plan and the traditional plan.

3. Adverse Selection Protections. The third party would set the level of the deductible
and appropriate out-of-pocket cost liability that is necessary to guard against adverse
selection while also allowing consumers a range of choices of high deductible plan
designs. '

Evaluation of the Study:

The mutually agreed upon third party would be directed to study the effect of MSAs in the
self-employed and small group market. The study would focus on a number of issues
including: the number and demographic characteristics of MSA users; the impact of MSAs on
cost containment and consumer choice for users and the entire market; the cost of MSAs (in
terms of revenue loss to the Treasury); the correlation, if any, of MSAs to positive/negative
health insurance coverage rates; the effect of MSAs on the insurance market (including risk
selection issues and their potential impact on premiums of non-MSA users); the impact of
MSASs on the use of preventive care services and on the health care delivery system in
general, and the advisability of capping the build-up of the account and, if so, what the
amount should be, '



Other Issues (pending review of final statutory language):

A. Mental Health Provisions. Assume revised Domenici mental health compromise that
drops all parity provisions other than those related to annual and lifetime caps. (See
attached.) '

B. Insurance Reform Provisions. Assume Senate-passed provisions of insurance

reforms. If compromises are made in the regulation of the individual market, insurers

should be not be permitted to direct individuals seeking portability protections to a

product that is marketed and sold solely to them and, as a result, is much more
“expensive that any other product in the individual market.

C. Duplicative Medigap and Long-Term Care Provisions. Assure that language
provides for adequate disclosure information to consumers purchasing Medigap plans
that duplicate Medicare coverage. All sellers should have to provide this information
BEFORE individuals choose to purchase these plans. In addition, no state law should
be preempted in its regulation of these or any other Medigap or long-term care
product.

D. Medicare Fraud and Abuse. Assume Senate-passed provisions that provide guidance
to providers to make certain that they do not unintentionally run afoul of new
‘Medicare fraud and abuse enforcement. (See attached for explanation of position.)
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. THE IMPACT OF THE DEMOCRATIC OFFER ON THE
ATTRACTIVENESS OF MSAs |

1. The allowable deductibles ($2,000 per individual and $4,000 per family) and
stop-loss ($2,500/$5,000) under the Democratic offer are far above the typical
conventional plan. The typical small business plan has a deductible of $200
(1/10th of that allowed under the Democratic offer) and a stop-loss of $1,000
(40% of the Democratic offer).l

2. Most individuals have medical costs each year that are below the Democratic
deductible level. Seventy eight percent of all adults have medical costs of less
than $2,000 in a given year.2 \

3. The Democratic deductible and stop-loss level results in major savings in
premiums. Raising the deductible further does not produce a proportionate
additional reduction. According the Amencan Academy of Actuaries, the family
plan premium under the Democratic MSA deductible and stop-loss would be
$4,385--a savings of $2,182 (33%) compared to the conventional plan. By the
time the Democratic deductible level is reached, the law of diminishing returns
sets in on further increases in the deductible. Going to a $6,000 deductible, a
50% increase in the deductible, increased savings by only one-third ($724).3

4. The Democratlc deductible is at the level that the market has already
established as the norm for high deductible, MSA-type plans. According to
experts at the American Academy of Actuaries, in general, MSA/high deductible
plans today do not impose any additional cost-sharing after the deductible is

- reached. Moreover, individual deductibles are generally in the $1,500-$2,000
range, rarely higher. Family plans are typically $2,000 to $3,000.

4. Changes in the stop-loss, the most important consumer protection feature,
make only a very minor difference in premium savings, according to experts on
the American Academy of Actuaries MSA task force. An increase in the stop-
loss of $1,000 saves only about 3.7% in premium costs. :

1 BLS. This is also the level that the American Academy of Actuarics uses to model the typical
conventional plan (Medical Savings Accounts: Cost Implications and Design Issues).

2American Academy of Actuaries, Medical Savings Accounts: Cost tmplications and Design Issues, p. 6.

3american Academy of Actuaries, p. 8.
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Analysis of Workers Eligible for MSAs During 1997-99 Start Up
" Period Under H.R. 3103 Compromise

Number of Workers Percent of Total Workforce
Employees in firms with 50 >
or fewer employees and self- 41.8 mullion 329%
employed
All others 85 2 million 67.1%
TOTAL 127 willion 100%

Analysis of Potential Users of MSAs During Start- Up Period Under
H.R. 3103 Compromise That Currently Have Health Insurance

Coverag?,.ﬁ IS 7 oﬁfe(f}tbl

Percent of Workforce With

* Number of Worklers With
Health ance

Health Insurance
Eligible for MSAs in 1997 -
Employess in firms with 50
ot fewer employees with 7.66%
employer-provided insurance
and self-employed
Not eligible for MSAs uotil
2000 73.5 million 92 3%
TOTAL 79.6 willicn 100%
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 Survey of Selected MSA Plans: Summary of Cato Institute Policy Analysis no. 220

0

Amount of Deductible Percent of Plans

More than $2,000 | 17%
$2,000 o less 83%
$1,500 or less 25%

94565542

Source: Cato Instituie Policy Analysis no. 220: More Than a Theory: Medical Savings Accounts at Work

P.B4-24
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Comments: Attached is a chart through Missouri which | have double-
checked with the statutes.. It appears that the max. contributions and max. .
deductibles are more parallel than in the scheme you described as.a possible

V (Repgb?ican?) proposal. | j: : ({0 ()OO(A-@ (WAML&
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"'Quick Response to Inquiry re: state regulation of Medical Savings Accounts

For the states of Arizona - st'SOuri; a * indicates that eligible medical ‘éxpenses"are

" defined as those defined i in Section 213 (d) of Internal Revenue Code. Will make calls to
Vleam of other restnctions that may apply to beneﬁt packages. . R

Amona*

-Total Dep051ts made to the account from clther the account holder or employer are

 limited to $2,000/account holder and $1,000 per dependent up to 2 dependents

No specification re: benefit packages but presumably state law applicable to high
deductible insurance policies applies

~ -Statute states that upon agreement between employer and employee an employer may

oontnbute to employee’s MSA exclusively or in addmon to medical coverage

Colorado*

-Maximum contribution $3,000. (Einployer and employee contribution combined)
-"Qualified higher deductible plan” is defined as policy that provides for payment of |
covered benefits that exceed the deductible (which shall not exceed $3,000) that is

, purchased by employer for the benefit of employee who m.akes deposits i into medical

savmgs account.

’ -Employer or employee may estabhsh MSA
Idaho* | |

- Maximum contribution (employer and ernployee combmed) $2, 000

-No specifications on benefit package for insurance policy used with MSA
-Employer may. offer to establish MSAs for employees or may contnbute to employee s
existin g MSA :

003
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Illinois*®

o ~Maxlmum contribution of $3,000 per taxpayer ($6 000 cnly in case of two account
" bolders filing joint return), adjusted annually for CPI
-"Qualified higher deductible health plan” means & health coverage policy or contract that

provides for payments for covered benefits that exceed the “higher deductible” and that is
purchased by employer for employee for whom employer makes deposits into a msa
(“higher deductible” defined as $1,000 and $3,000, to be adjusted by CPI)
-Group high deductible policies must comply with group health insurance requirements
-MSA program includes an employer purchase of a “quahﬁed h1gher deductible plan” or’

- employer contribution into MSA. ) , ‘

Indlana"

-Deducubles must be between $1, 000 and 85 OOO-ﬁgures to be adjusted

-"Qualified higher deductible health plan” means a health policy that provides for payment
of eligible medical expenses (defined in tax code) aﬁer “hxgher deductible” (Defined as
$1-5,000) is exceeded

~-Contributions must not exceed $5, 000 ‘ o ‘

-MSA programs to be established by employer and employee may contribute but may not
contribute an amount larger than necessary to make balance in account equal to the
deducnble :

Michigan“

-Maximum contribution $3,000, minimum deductible for higher deductible plan $1,000
eand max. deductible is $3,000, (As of *94) to be adjusted. annually according to general
pnce level

-"Qualified higher deductible health plan” means health coverage policy that pays for
covered benefits in excess of deductible and that is purchased for benefit of MSA account
holder
-Employer or resident of state may establish MSA

Mississippi®

-Deducnbles between $1,250 and $2,500 for individuals, between $1, 750 and 33, 500 for
health coverage provided to individual and dependents

-"Qualified higher deductible plan” is health policy that provides for payment of covered
expenses in excess of the higher deductible ‘

- MSA can be established by employer or resident

-MSA program includes employer purchase of qualified h1gher deductible plan and
employer or individual payemnt into a msa an amount equal to at least 6623% of premium
reduction realized by purchase of higher deductible plan
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: Missouri

1 -Benefit package must include a conmbuuon level that will be i in lieu of premiums that -
' would have been charged for standard small group plan- ~
o -Regulatlon specifies that S0% of the employer s contribution level shall be used by
. insurer or self-funded plan to purchase a major medical policy.
-Employer contributions to individual MSA are tax exempt
- -Dept. of insurance in consultation with Dept of Health to define “bona fide medical and

health care expenses”
«
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Qee, 2. Bection 43-1028, Arizons Revised Statutas, fa amended lo read:

420d LEGISLATURE

e ool — --§-43-1088.- -Individual medlcal savinge accounts; definltiona___ ..

A. For taxable years heginning from aud after December B1, 1994, a reaidemt

may establish an Individusl medical savings aceounl. An Todividual medical savings
accound i3 » trusl evested or organized to pay eligitle medical expensas, ‘The
aocount holder may subitract the amount of depasits to an Individual medical mavings
account during the taxable year in computing Avizana adjusted gross lncome ander
asction 43-1022. ' S
" B. On agreement bghﬁsen'an employer and employee an employer may elther:
{. Contribute to tha emplayee’s individual medicat savings sccount. Employer
tontributions to an employee's noeouni are nol considered to be Inogme Lo the
eiiployee untl they are withdrmrwn from the account.
3 Make or coutinue to make contribubions toward the employee's medical
. COVErAgR. . .
4 9. Contribute 3 combinstlon of menies  the employee's individual medical
[ __savinga account snd medical coverage. o
i C. 1In each tansble year, tota! deposits made to the account from eithar Uie
d account hotder or the sceount holder's employer ghall not esneed the following:
1. for the 1595 taxnble year, either: ‘

(o}-Nt-mave-then Two thoosand dolizrm for the scesunt bolder.
()-bet-mora-tban Two thoisand dollars for the arcoant holder phis nol-soore
than one thousand dollars for esch of the account holder's dependents up to »
maximum of two depsndents. ‘
3 2. For subsequent laxable years, the department shall adjust the maximum’
- s . amounta prescribed by paragraph 1 of this subsection seoording to the annoal
- change in the GDP price deflator, &9 defined In section 41-663.

i3 D, For the 1935 tawble year, no houscheld tarpayer s eligible to subbract,
’ from Arizona gross incomey,~ deposits to individual medies savings acocants totellng

2 more than four thonsand dollsrs with ect o the 's_houaehold. For
g aubsequent laxsble years, the departmen ast this um emount
’ according to the annusl changs in the GDP price deGator ns defived In sestion

41-563, ) : :

E. The Individual medieal asvings arconnt shall be established as & bmst undey
thi laws of thia state and placed with 8 trostee. At the time the medical savings
account 18 estshiished the trustee shall netify the sccaunt holder of potential federal
{ncome tax Hahility that may be sssociatad with the aeeounl, The trostee shall use
the monies In an individua! medical savingn aecount solely to pay medical expenaes of
the socount holder and the holder's spense and depencents that are tot atherwisd
covared under the holder's axisting medicsl coverage. After aubmitting aAppropriaté
doenmentstion to the trustee, the holder may also be relmbursed by the trustee oul
of svailable scommt montes for eligible medical expenves paid directly by the holdet
during the taxable yeat. ’ -

F. The sccount holder may withdrew monles from the {ndlvidual medical sevinglf
sccount for purposes other thao those expenaes alfowed pursnant to subsection © of

e

e s+ gy o
- 5y "

S n B3
‘ -

thin section on the last business day of o eslendar year withont Incurring 4
withdrawal penaity. Mouey withdraws pursusnt to this suheeetion 19 considered
{aonme for the purposes of corputing Arizona adjustad gross income, if en account
holder withdrawa money st any other time for purposes other then thoee expensed
allowed purauant to enbsection B of this section or a8 providod by subsection Qo
this section, all of the following appiy: ] -

426 - Addniams are Indicatsd by underfing; dslabium by skt

-

-of or before January 31 of the calendar yesr following the ea)

FIRST REGULAR SESSION—1945 - Ch. . §2

1. The emount of the withdrawnl is considered |
computing Arizona adjusted gross income. - noome for the ppose of

2. The emploves acoount holder shall pa :
_..%__he emplayes : pay.s penalty, equal (o ten porcent of the -
amount of the withdrawsl, {o the department ot the same time napthe X

acconnt holder files tha Incorae tax return under this el taxab
au}E treasurer shall credit penalty monies to the s:ate &ggrart:le fund. fe yeur, The

1. If ew interest in an Individusl mwedical asvings secount i
[
dintribuled o tbe account haldern spouse ot lormer epouse unday Emw termofo:
?eagaﬁnncrng of marriage and the eponse or former spouss fails to
depoail the full amoun :1’lvulm 2l medical savings socount within

8 amount that

o ba tneome bo the 8

2. I, pursnant bo u writben request l% » former employes to the corrent trustas
to refain (he monies in the current individual madical savings acconn mcumnt

: _memormwreﬁiniﬁefomerm o ‘Hnﬁii-lmsmm

mail @ eheck

H. On the death of the account holder, the trustee shall diatribate th
and accumulabed interesi of the lndk!dunl' 2 g st
pod acoumulted in medical savings acmm?t to the eaba‘t,e of

G. 1. The truatee of an individeal medical eavinge account eh; A
reports regarding the account to the depertment and u»g:mmt bdd:ruw]:;k :a!:e?t

{5 contribations, lncome earned during the taxable year, distrihations and such other

nistters as the department may require by rule. The report shall be:
Filed with tha department st the lime and in the manner prescribed by the

1.
: ﬁ'ammhent : -

2. Fumished to the sorount holder in the manner prescribed emt:{ the department
the repart relabes. ar year o which

i, J. Fer purposes of this seotion:

1. “Account holder” meany an individual on whose behalf an Individesl medical

wavings sccount {s sstablahed. ;

. £ “Bligiblé medical expense™ means exy o oon
L expenams ppid by or on behalf of

g:(l’ier for medical care that [§ described in sacugn 218%4!} of the in‘hem:lnx:zvenu;

8, “Hausehold® means the h.xpayer; the spouse and thes
taxpayer claims 8s dependents purmuant w@?haﬁi;ﬂmm that the

4. "Trustee” means:

ﬁd(:) A t'inanda! lnndmvﬁon that ie sutherized to conduct business in thia ala’oe‘gs a

" AodiBons ere Indicabed By yndering; GeleBass by etdtkaout 427

¥8Z/90

6,88 V29 207 X4 OT:¥T I¥d 96|

8] : 2 o '-' teon, Qwﬁﬂ&u eatfmmthnm! eeto '
current trustee must be mede withio aiety %p of (he final date of employment.

.

i
|
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~_prov1de £o‘?h1mself or. herself

(2. 4) 'Elxg;ble medical expense“ means'anywmedical expense that is-
deductzble for purposes of section 213(&) of the lnternal revenue code.

(2. 5} “Employee* means the indzvzdual for whose benefit a medical ;
vings account is established. . :

{2.6}) "Employer" means a person or entity employing one or more ) oo
persons in this state, excluding the federal government. - :

(3) "Medical savings account® means an account established to pay the R R
ellgible medical expenses of an account holder and his or her spouse and S . :
dependent childrer, if any.

(3.5) "Qualified higher deductible health plan® means a health :
coverage policy, certificate. or contract that provides for the payment
of covered benefits that exceed the deductible, which shall not excee
three 'thousand dollars, and that is purchased by an employer for the
benefit of an employee who makes depos;ts 1nto a medlcal sav1nge
account. .

'(4) (Deleted by amendment, L. 94: p. 2840 § 7, effective January 1, ' : :
1995.), o | . . i

"HISTORY L. 86: p. 1121, § 1; L. 88: p. 419, § 16; L. 89: p. 622, § 19 L. 1 o
94 P- 2840 s 7. _ . S _ B L e
 DATE NEW 1986 S | | |
DATE AMENDED 1988; 1989; 1994 ’

¢

SUBJECT,CATEGORY 060 - Health Insnrance / insurers
o 080 - Group insurance (all 11nes) ,
DEFINITIONS < Account admtnmstmaxer > < Account holder >
, < Dependent child > < Eligible" medxcal expense >. <. Employee >
_Employer > < Medical savings account >
Qual;fzed hxgher deduetihle health plan >

i INFORMATION TYPE 'I‘EX'I‘

DOCUHENT ID CO STAT RL 39 22 504

:========z=::= -------- "‘“"EQ = =ﬁﬂ======- - 3 -=3==========g=ﬂ==

Colorado Statutes -:Insurance Related Laws - o . - s
i . . " TITLE 39-- TAXATION: = . . ‘- o ' ‘ -
: ' : ‘ Article 22 -- INCOME TAX
"Part S. Speczal Rules

19-22-504.7 Medlcal savings accounts =~ establlshment -= contrlbuczons
: - dzstrlbutmons - restrictxons - taxation -- portabllzty
(1M(a) Establlehment of accounts. On and after, January 1, 1885, an
employer may offer to establish medzcal sav1ngs accounts.

: (b) An employee on whose behalf a medical sav;nge occount has not
been established by his or her employer may establlsh such an account on
his or her own behalf. ‘ o ,
(2Y(a) Each year an employer may contrxbute to. an employee's. med1ca1 :
savxngs account an amount that does not exceed three thousand dollaxs. "
(b} If an employer establishes a medzcal sav1ngs account for an
employee.but. contributes less than the maximum set. forth in paragraph

(a} of thig pubsection (2), the employee may contribute the difference . V ’ P

12 accordance with the prevuszons of paragraph (d) of thze subsectlon
¥ ) ‘

(c) An employee who establishes his or her own medlcal Savings
account may contribute to such account an amount that does not . exceed
the maximum set forth in paragraph- {a) of this subsection (2). Any such
contribution ig to be made in accordance w;th the prov;slons of
paragraph (d) of thie aubsectlon (2). - .

(d% Employee contributions -- pretax. (I) Ail employee contributions ;



¢

o repn::eﬂ.by the Unxced States Depaxtment of L
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‘Eligible medical expense‘ means an’ expense paid by the taxpayer for
medical care described in Section 213(&) of the Internal Revenue
Code. {Footnote 6} .

Employee means the- indxv;dual for whose benefit or for the benefit
whose dependents a medical care savings account is established. »
ployee 1ncludes a self-employe& xndividual '

‘ngher aeductxble' means a deductible of, not less than $1,000 and
not more than $3,000 for 1994. This minimum and maximum shall be
adjusted annually by the Department of Revenue to reflect increases in
the consumer price index for the United States as defined and off;clally
-reported by the United States Department of Laboz. ’ .

'Medical ‘care éavzngs account” or raccount® means an account .
establlshed in this State pursuant to-a medloal care savings account
program.to pay the elzgihle med;cal expanses of an employee and- hza ox
her dependents : L V s

*Medical care sav;ngs account program or' pxogram’ means a program
that 1ncludes all of the £ollcw1ng'_ . ,

(1) The purchase by an employer of ‘a qualified. ‘higher deductible
health plan for the benefzt of an employee and his or her dependents.

{2) The contrzbutlon on behalf of an employee into a medlcal care
savings account by his or her employer of all or part of ‘the premium
differential realized by the employer based on the purchace of a
qualifiad highex- deductihla health plan for the: ‘benefit of. the employee.
An employer .that did'not previously provide a health coverage policy,
certificate. or contract for his ox her employees ! ‘may contribute all or
part of the deductible of the- plan’ purchased pursuant ‘to paragraph (1).
For 1994, a contribution under .this paragraph may riot exceed $6 000 for
2 taxpayexs filing a joint return, if each taxpayer ‘has a- medzcal “care .
smmhqn;ammwnnt.but;nelthax is covered by the other's health coverage,
or $3,000‘xn all othrer cuses.: These maximum amounts shall be adjusted i

. nsumer - price index for: the Uhlted States a5 de

(3) 3n.acoount admxnistrator to’ admznzster.the medxcal care savings

o acnnunt.from which- payment. of claims is made.. Notimore. ‘than- 30 days:

" after 'an -account” administrator. beglns to administer -an account, . the.
administrator shall- -notify in writing each- employée’ on whose behalf the
administrator ‘administers an account of the.date: o£ the 1ast busxness
1day of the aémlnlst:ator X busxness year. s )

; 'Quallfled higher deductzble health plan' maans a health cove:age
policy, certificate, or contract.that provides for: payments ‘for covered
.henefzta that exceed the higher deductible.and that is puxrchased by an
employe: for the benefit of an employee for whom: the employer makes
dep031ts into a medical care savzngs account M .

HISTORY " P. A. 88~ 648, § 5.
FOOTNOTE = . {Footnote 1} 215 ILCS 125}1- 1 et seq

ii(Footnote 2) 815 ILcs 5/1 et seq.

;{EoothCe 3 215 ILCS 5/511. 100 et seq.
{Footnots 4) 225 ILCS 450/0.01 et seq.
"{Footnota £} 29 U.S.C, § 1001 et seq._v
| (Footnote 6} 26 U.5.C. § 3@,
E ONEW 1895 | DR

Health 1nsurance /. xnsurers

SUBJECT CATEGORY 060

) 065 - Health service corporations
: . . 080. = Group insurance (all l;nos)
' 300 ~ The pollcy ‘ ;
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INSURANCE—MEDICAL CARE SAVINGS ACCOUNT ACT

PUBLIC ACT 88-648
H.B. 1068
' ¥ concerning {nsuvance matlers,

* enagted by the People nf the State of Ilineis, vepresented in the General Assembly:
1" fLA 820 ILCS 15211) ’
¢ 7 Short title. This Act may ba cited a8 the Medical Care Savings Aceount Ach
I A 520 ILCS 162/5)
¢". Definitions. In this Act: -
** -t adminfstrater™ soeana any of the following: .

-1 A vational or stats chartered bank, » faderal or state chartered ea;'ingn and loso
tation, » federal or state chartered savings bonk, or a fadera! or state chartered credit

r ]

-+ A brusi company authorized to act ns » Hdwclary.

-+ Au fnsurance eompsny suthorized to do bosiness in this State wnder thé IMinols -
| - ance Codet or a health malntenance organization suthorized to do business. in this

* - undar the Health Malntenance Organfration Act!

* A dealer, salesperson, or Invastment adviser registered under the Illinals Securities B

1 . o 1953}

* An sdministrator ss defined In Section 511,101 of the Iinols Insurance Code who la -

B -.ond under Article XXXI % of that Coda.! .
- A certified publie sccountant registered tunder the [Dinois Public Aecounting Acd
* An attoruey Heensed to praetice in this State. -

"* An employer, -Iif the employer has s self-insured health plan under the federsl B

“nyee Retireinent Income Secarity Act of 194 (ERISA)S
+© An employer thal participates in the medical enre savings account program.

" mtible® meany the lotal deductible for an employee and all l.hajde'peudsqtg: of thit

e . --a for o calendsr year,

-angdent® means the sponge of the employee or a chifd of the enmloyee i! the cbild L B

g 'he [allowing:

- Under {9 yerrs olag;a. mnnﬂerzsyeﬁluf age and qm'oued»-fu_ll;liths smdntut

' eradited college or university. -

+ Legally entitled to the provislon of proper or necessary mhaisteme,adwatiw. o

22| care, or other cave necessary (or his or her health, co, or well-being and not

= +vise emancipaled, self-eupporting, married, or & member of the armed forces of the &

+ a1 States.

"+ Mentally or physically Incapacitated to the extant thal he or she is not self-sufficient. | ~

i « -uicile” means 2 place where an Individus! hias his or her true, Gxed, and parmanent’. ¢

he: * nal princlpal eatablishment, to which, whenever absent, hé or she fntends t4' returs.

D 2n coritinues until sucther permanent bome or principal establishiment 18 established,
*7 ™" -hlg; medical expenze”. means an expanse pald b¥ the taxpayer for medical care’

de -7~ in Section 213id) of the Inlernsl Rovenue Code, S .
‘t yloyee” mesns the individual for whose beniefil ar for the benefit of whose dependents

&5 i eare savings sceount Is established. - Employee includes s self-amployed Individoal, -

TR

As¢ifons ave Indicated By ynderiion; debetions by aikaout

4 9% REGULAR SESSION: .

P.A. 88-648; &
H . "‘ - “Higher deductible” means a deductible of not less than' 81,000 and not mare thau*$3,000

‘ for 1984, This minfmum and maximam ehall be sdjusted anfwslly. by the Departrment uf
3 Revenue b reflect Increases in the consumer price index for the United States as defined snd
[} - officlally reporied by the United States Department of Labor, B

; “Medical care yavings. beeount” or “acdount” mesns an account establishéd in thls Riate

;. parsuant fo 3 mediral care savings acenunt program to pay the eligible medical éxpenses of an
. employee and his o her depandents. : - :

_l - "Medical care savings secount program® or "program" means » program that Includes 2} of
. the fotlpwing: ' T
{1} The purchase by an employéer of a qualified higher deductible heslth plan for )
benefit of an employee and his or ber dehgl\‘dant.é. Te - - pran for Bhe
(2) The contribution on behall of an employee into 2 medical cars savings aceonot by his
. & her employer of ail or part of the premium diiferential realized by the employer. based

- Av’ emplayer thai did ool previcusly provide » health coverageé paliey, certifieate,
'mﬂract(orusarbermﬂayeesma: ol e il

‘purchased pursusnl to paragraph {1). For 1954, & contribution under thit patagraph may

- Av{ngs sccount bul oeither is covered by the other's health coverage, or §3.000 in all other.
- cases. These maximum amounts shall be adjusted snnually by the Deparbnent of Revenue
‘o to reflect Increnses in the comsumer price indes for the United Staten as defined and
ficlally reported by the United States Department of Labor, :

; - payment of dalms is made. Not more than 30 days after'an account administrator hegina

¥ z mlhwister an aceount, the admiaistrator shall notify in writing- each employee on whose

. adininlstrator's businens yesr. . . i
oon titied higher dedurtible health plan*. means a health coverage policy, centilicats, or
énd thal is P by on employer for the berielil of an em for whotn_th

i mak¥y dbposits into @ medicsd bp:ros asvings sccouat. | ) ’hmA o é e exf:paoyer

jus Jucg an ey : 7

o dass méﬂne@m’

| SR

g c)u'“ni o e ‘

i shA s lics b - . .

.'gﬂ,g;&ww;wen tax treatwieat: - 0 . T
.y i), Pt 122 yedbs begianing after 1993, in emmployer, except as otherwise provided by
ictalb, hrogram.bo‘tho employer's wmployeea . e

B &) Bofore riaking an
o akdng any eu

- -

'

~

e

‘-’

| Rl e d by b e feiral B .
. 88 ‘provided in Bection 20, principal {buted L-and Interes!, earved on o -

+thedical esre” savingi 'acoount wnd mionay relmburied to un emplyes for efigilie medical

. gg‘m mempllrwa Moo under the-lliinols locome Tax ;Q'.u provided in that
i‘ilmmoréi‘&-’f; ' e

UISHA g0 LCS B8] o I
¥ 15, Use of account momeys. e ' . K .
2. (@) The sccount administrator shal otllize the moneys held In & mediesl cary Baviogs
.agcpzm!u!e!yl‘arthe_mrpm ofpay‘lngkthemedlullexpemu of the emp;ayeaquﬂsorhg )

- MSgitans se indicated ¥y \nderting; “defetions by dillacul 1841

&,
» e

contribute all or part of the deductible of the plan

!hzll,p_rwighn for paymants for covered benofity that exceed the higher deductible -

on the purchase of o qualified higher deduetible health plan for the henefit of the employee, -

-not exceed $5,000 for 2 taxpayers [Hing & Jaint returw, if each taxpayer hss a-mesfical care ©

¢

- 18) An account siministrator Lo adiminister the medles] care savings account from which -

f tha administrator administers an aeecont of the date of the lasl businees dayofthe -

i progran, shal inform a0 s mployees i wGag of the federal 0n states of

[T R
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L. 93-1995, § 2 1 109th GENERAL ASSEMBLY S.E.A. No. 5.
+ (3) iz part of a medical card savings account program established under this chapter,

Sec. 8. {a) Except as otherwise provided by statule, contract, or a eollective hargaining
agveement, an _employer may establish a medical care savings accounl program for the
employer's employees.

(h) An emplover thal establishes 2 medical care savings sotounl program under this V

chapter shall, before making any contribulions to medical care savings accounts under the
prograrm, - m!orm all emp!o_)eea in_wriling of the {odeval tax stalus of contribulions irade

sider Wi chapter.
{¢) Exeept gs provided in sm:llom 17 and 23 of this chapler, Uhe:

()] m‘ina:ipa! cantributed by an employer o a medical eare savings aémm'
(2) Interest earned on rtwney on deposil in 3 medical eare savings scoount; and
') tomey:

{A) pmd out_of 3 medical care savings agcount for eligible medu:al expenses;  or
(B) used to reimhurse an emplayea for eligilic medical expenses;
are exempt from Laxation 28 income of Lhe employee under 1C 8-3-2-18.

Sec. 10 (a) A medical eare eavings sccount program established by an smployer dﬁéé
this chanter must include all of the following:

{1) The purcbase hy the empleyer of a qualified higher dedoctible health plan for the

benefit of oue (1) or more emplnyew and- dg_pendcnts of the employees,

(A) the cost to the emplover of puich
the benelit of the employee; and

“(B) the cast previously incurred by the employer to pay Un;z ehigible medical expensis
of the employse through n heallh coversge policy, veitificate, or contract.

(3) The designation of an acmunl administrator W administer the medical care savings
accounts of employees,

g a qualified higher deductible health piak for

{b) Natwithstanding subsection ;agi;gg if nn eemployer, before establishing a modical care
gavings account YA undert s chapter, Jid nat pay eligitls wmedic: enses of the
: : o 3 healh g enEJEf"f-'"Jzﬁwr——'T‘t

healih plan purchased hy the anp!uyel:?u cwbublmh the medical mr: s:mngs acmunl program.
(€] The contribution woder subsection (h) must not exceed Lhe following:

(1) For 1996, five thousand dollars ($6.000),

{2} For ealendar years after 1996, the ﬁzurc vet forih in subdivision (1), & gpmw] under

* pubsection (d).

.{d) The adiustments referred to in subsection (c);

© (1) may reflect incresses In the gewai level of prices stoce 1995 and -

{2) must be based on:

(A) the Consumer Price Index updatad monthly by the Buresu of Léhor Statistice of 3 k-

the United Statea Deparlment of Labor; er

{B) other figures issued by the government of the United States Lo ndicate increases
“in the general level of prices in the United Ststes.

See. 11. {a) A medieal care savings account established by an employer under
this chapter may allow an employee to conmﬁim monev te the medical care savings accoont

established for the employee, However, an employee may ool contribute.an mmount larger - & ¥

than necessary to make the balance in the aconunt equal the deductible.

- S.E.A. No. 576. 19% FIRST REGULAR SESSION Pu.ssums,vz

(1) We maney t_é‘m be veithdrawn from th ‘
Ay piipose ey S g acoount by the emgm at nn! time aud lo.r
2) the withdrawal of the meney by Lhe emplo L income emplo
subjeel to taxation vnder 1C 6-3.1 f through | lem mandn o the , 2o th? Hs
(3) income earned on the money while it is in the account is nor. mmme Iz; the;err'x lo
7 -

f al is subject o taxation under 1C 6-3-1 through IC

3 Sec. 12 The following may be an sccount administeator under this chnpuzi— ‘I:::
(1) A federal or state charlered: '

(A) bank; - C e
. {B) swvings snd loan mssociation; .. . .., . ..
3 {C) saviogs bank; or SRR+
H {D) eredit wnion. . : o

{2) A trust company au(hnrimd ta dd. 343 ﬁducm-_v

i;jz An insurance enmpany or health mmin mmn - rized. Imsm
hdiane under IC 27, . tebance wnhoa antho e lt?'d'o w b

ty A hmka-dealer, agem, or hweabmmt adnsor rggglered unde} ic %2—

] A person:

Sec. 14.
wedical

(@) Funds held in 3 medical care savings secount ehsﬂ not be used bo @va

enses of the employer or the eraployees 4 rdents thal are otherwize tovered.

b L

o h;:zil;:va(e r?d m:aes Ufut are “otharwise covered” for the o_l' this Em_cbm inc!'nde
1) an avtomohile insurance policy: ’ ST T
(2) a workeirs com; ion insarance or aelf-msured tan; or., o

{3)_another health coverage policy, cemﬁmbe, or eontract, " g5

E St;c. 16. lf an employee submite decurn

Sec. 13« An employer that inakes

wnmhoush)anmdica!weu“" PSP
adaice ; adeount

R L)) Nntw:thstanding sections 17 and 23 of this chapter, if an employee contifbutes money lo
an _necount un This

xeclmn
1476

Addfions are Indkaied by undardine; dnml&m by skl
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(1) a stock bonus, & pension, a profit sharing, an annuity, or a slmilar plan or arrangement,
incluling a retirement plan for sell employcd Individuats or a slmpllﬁed cmployee pensivol
plaiy; .
(2) a’'govermuent or chureh tetmemeut p!an or contract; or
(9) an individust retirement annuity or individual retirement account;
that. Is Intended in good faith to quallfy es a retirement plan under applicabl provisibna of thy
Internal Ravemiu Code of 1956, ss amended.
SECTION 5, IEF’FECT © JANUARY 1, 1906] 'l"hls acl mpplies lo taxable vems

befinning aller December 31, 1995

Approved Nay lﬁ: 1085,

HEALTH INSURANCE
P.L. 93-19%

SEA No. 5%

AN ACT (0 amend the Indians Code concerning lmmn mevvices,

Be it aracted by the General Assembiy of IJ‘w State of Indisra: ”, .

SECTION 1. IC 6-3-2-18 IS ADDED TO THE INDIANA CODB'AS A NEW SEC-
TION TO READ AS FOLLOWS (EFFECTIVE JANUARY |, 1096}

Sex. 18, (a) As used in this section, "eligible medical upenu has the rne:mkng set forth

in IC 6-8-11-8..

(b) As used in this section, “medical care ravings sccount” has the meaning set forlh in I1C
6-8-11-6.

(¢} The amount of muney deposited by an
eatablished for an employee ander 1C 6-8-11 15 _exempt from taxation under

C 631

 Bwroogh 1C 6-3-7 as imome of the employee In the taxable year in which the money is

depoaited. fo the acoou
{d) The amount of money that ig: '
(1) withdrawn from s mediu.l cnre savings account embllshed for an emp!oyee under 1C
68-11; and .

(2 elther:
gM used by I.he adminis!m!ar of the account for a prrpose set forth in 1C 6-8-11-13;

e undm' 1C 6-8-11-13 lo reimbuurse un employee for elivibie medical expenses
oyes incurred and paid for medical care for em e Or &
depel ml of the employee; -

i3 excropt from taxation under IC 6-3-1 Wrough 1C 6-3-7 as income of the em employek.

(e) Except as provided in 1C 6-8-11-11, in each taxable year, the amount of money that i3

(1) withdrawn by an emplovee from a medical care savings accouat established uodet i
§-8-11; and

{2) used for s purpose other than the purpsses set forth in IC 6-8-11-13;
i income o the bmployee that is subjert to Laxation under 1C 6-3-1 theough 1C 6-3-1,

%} If an %El_oxee withdraws mﬁ% trom the employee’s medical eare ga accoustl
under mxtancasm in 1 6-8~)~ e the interest earned on the it

Bccoun! tax year in wi '2wa) s gubject to taxatio .
un 0~3-1 an income of !EE mployee.
1474 Adglons aru fndicated by underiind; defetions by eMkauul

ployer in a medical care savin, _g% gecpunt

© coverage pal
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SECTIONZ ¢ ﬁ—s—ll IS ADDED TO THE INDIANA CODEAS A NEW SHAPTER
'I‘U READ AS FOLLOWS [EFFECTIVE JANUARY 1, 1996

Chapter 11. _Employee Medical cm Sav‘lngg Account Piarm e

ee. 1, Al used'ln ihis thapter, *deductible® eafis the total educuble !ur ‘ai
ependents of the employee for & exlendar year, R e i
Sbl:. 2. As used In this chs apler, “dgpendem" means any of the ('oll.o';dn;rl h .‘0"' g m‘l."!
[i) THe spouse of an employee. N
&) Ad employee’s child who ks one (1) of the follow[ng: - T
bess than nineteen (19) years of age, A ,V.: ‘

L4ss than twenty-Lhres (23) years of epe an denmﬁedas fullhm budut -
accredited coliege or university. : ea ” atm;

(8] Lé%él[ entitled to the providen by the employee of bropes
tetice, e mﬂon m calcm- m*oﬂ:ereara g for the

e L b

me t'a.l care (as

Bec. 4. As used in this chapter, "emglo}gg means U\e Mvvidual

(1) for whase benefit; or .
(2) for the beneﬁt of whose dependents; =~ | R :. e N

2 medical care savings account 5 established, | . » ‘ b s .
Sec. 5. _(s) As used in this chapter, for ealendar , sm, "tuxher deductible" means a ﬂ

deductible of. - ,
(1) nol less than one thousand dallsra ];l,ﬂﬂﬂ!, and “

{2) _not more than five thousand dollare ($5,000). - SN _C.,r o
() For calendar years after (996, the term means & dedncﬁble of
{1)_not less thar the figure et forth in.subsection (a}(l), : o
. §2) not more than the figure set forth in subsection, mw
&Mj__@_@_refened to in “ﬂuew ___Q)H) ﬂﬂ(‘ m = gt -ug t,') '\nl l)) o i
{1) moy reflect increases in the ggneral tevel of prices smue-ls%, and :; samy ]
€2} must be based on:- .

A, ﬂte(}onsumtm‘l’twe!nd Lxlahedm _&_ugxlgxthesmmof!.a&r ww s
tates Departroent of Lsbhor; or 8 esof

the Umited States Departrent of Labor; N

{B} other fi issued by the vemntofﬁtellrﬂtedsuteam&ldﬁieﬂ:r&m
%Bwﬁiﬂaaﬁmﬁ%lmﬁ PRSP ) 2

Sec. 8. As used in this chupter, “medical care savings account” by ‘wmunl" tneanﬁ
account esfa in_Indlang umier a_medicsl eare gavin , =
ofigible medxcﬂ expenses of sn employes and. m:lents of
Bec. 7. A “medical care & seconnt * meaps @
:&% Eag e elipible e_x@gm of em@yggj

ugh me care savinge sceounts.

Sec. 8. As used in thia cha “ uahfied deducﬁhle hulth ai”. m.euns 8 healﬂr 5
¢ cate, or contract & ¥ N RYEPTIN

1) provides for the nt of eligible medical expensen that exceed a higher detetiblell k|
is phrehased by an employer for the benefit of employees end dspeadents of employeks; : !

estabﬁnhad undm-tlds 1
_pmdenta ofﬂzlez& ¥
T

MdRins are nficxisd by undeding; defstions by sbiaom X 1475




P’

.,~accbunt progrom

and not more than $3 000, 00 for 1994 This mlnlmumiend%maximmm.shall be -

- state Eonst;tucion‘of'1963.-

- E T 1 k3 R . B A
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o

(b};'Account holder means the r981dent xndivrdual who* esceblishes a .
medical care savings account or for whose benefxt a medical care savings

,‘:account is establlshed

i

(c):'Deductlble ‘means the total deductible for an employee or S
count holder and. all the dependents of thet employee or account holder
for a calendar year.

(d)"Dependent‘ means the spouse of the employee ‘or account holder or

. . & ¢hild of the employee or. account holder if the Chlld 15 any of the :

follow1ng.~”

(1) Under 23 years of age and enrolled as a full-tlme student at an ' )
accredxted college or university or under 19 years of age S

(ll) Legally entltled to the proV151on of proper or' necessary
subsistence, education, medical care, or other care necessary for hls or
her health ‘guidance, or: well-being and not otherwise .emancipated, ‘
self- support;ng, married, or a member of the armed forces of the Unitod
States.' . . .

(111) Mentally or physlcally 1ncapac1tated to the extent that he or '
she 1a;not selfwsufflczenc. , ,

(el “Domlcile means a place where an indxvmdual has his or her true.
fixed, and permanent home and principal” establishment,. to which, . - -
whenever abgent, he or she intends to:xeturn. Domicile continues until
enother permanent home or princzpal establ;shment is established

: (f)i'slzgible medlcal expensa“ means.an oxpense pald by the taxpayer
for - medical care. descrlbed 1n section 213{&) of- the internal revenue -
rcode. b R N TR B SR et S

P R o - Do R .
(g)*'Employee means the 1ndiv1dua1 for whoae benefxtvor for-mhe -
‘benefit of whose. dependents a.medical care:savings. acconnt.is ‘ :
tebluahed Employee 1nc1udes e self employed 1nd;v1aua1 ‘

.

{1)' 'H:.g‘her deduct:.ble' irteans a deductlble of not:‘legs- than. S1, ooo oo B - o

{3){'Medical care S&Vlngs‘account' or: 'account“ means ‘an’ account

‘Aestabﬂlshed in. this state pursuant to a medical care savings account .

program to pay the eligible medical- expenses of an-employee or account , : . |
holder and the dependents of the employee or account holder g o \ W o Doy

(k) 'Medlcal care sevznge account program or . program means 1 of
the followlng programs L .

(xu A program establxshed by en employer that prevzously provided a

- health coverage. pOlICy. cercificace, or. contract or self insured healch

plen that includes all of the followlng.

{Ah The purchase by an employer of a qualifzed hlghor de&uctlble‘
health plan for the benef;t of .an. employee and hls or her dependents

(B) The contribution on' behalf of ‘an employee 1nxo &, medlcal care v o
sav;ngs account by his~or her. employer of .all orpart of the premium N
differential realized by ‘the employer" based on the’ purchase ‘of & .
quallfled higher deductible health plan for the benefit’ of the’ employee
at ‘not less than,$1¢g90 .00. .The employee may contribute’ ‘into the .

‘ count in addition to & ¢ontribution by the- employerqall or pert of . the
olfference between the employer s contrlbutlon and the" maxzmnm ; .
contribution -as determined pursuant t this- sub—subparagraph A ’
contribution .under this: sub-subparagraph shall" ‘not exceed §3, 000 00 for
1994. ]For ‘each year after 1994, this maxirmim 'shall be adnusted annually -
by the department of treasury to refloct increases in the. general price_
level ias defined ln section 33 of artlcle Ix of the state constltutlon

of 1963.


http:1,000.00
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. provide a health" covarage policy. certzfzcate,~or ‘Gontract o= s - o,
self-insured health plan that 1nc1udes a1l of the follOWLng"”" 4 ; : R 3

{A) The purchase by an employer of a qualif;ed hzgher deductible
health plan for the benefit of an employae and his or her dependents.

(B) The contribution on behalf of an employee into a medical care. < o _
savings account by his or her employer of all or part of the deductible |
of the plan purchased pursuant to subparagraph (i1) (A). The employee may ey
contrlbute into the account in addition to a contribution by the - A . ;
employer all or part of the difference between the employer's j

. contrlbutlon and the maximum contribution as determined pursuant to this - : i
gsub-subparagraph. A contribution under this sub-subparagraph. shall not ;
exceed §3,000.00 for 1994.- For each year after 1994, this maximum shall ' ‘
be adjusted annually by ‘the department of treasury to reflect increases
in the general price level as defined in sectzon 33 of artlcle IX of the - :
statekconstitutxon of 1963. T, N . . , B L i

(i;i} A program establmshed by an account holder that 1nc1udes all of
the following:

(A) The purchase by the account holder of a qualified hlgher . ‘ ;
. deductible health plan. for the benefit of the account holder and his or ' : }
her dependents. ' , , _ , KT

(B) A contrzbutzon by the account holder not to exceed 3,000.00) for

15%4 lnto a medical care savings account. For each year after 1994, this
maximum shall be adjusted hy the department of treasury to reflect r ;
increases in the general price level ag defzned in sectlon 33 of artzcle ‘ j
Ix of the state constxtution of 1963. : :

_ (1) "Qualified. h;gher deductxble health plan' .means a health:covemage
policy, certificate,' or.contract or health plan that provides for
payments . .for covered benafits:that ‘exceed the higher deductible and tirst
is purchased or establ;shed by an account holder or by an. employer for
the benefxt of an. account: holder or employee for whom the account Ahoider
) employer makes deposxts 1nto a medxcal care sav1ngs acnnnnt .

axs'rom' PA 1994 No. 239.

DATE NEW : 1994

SUEJECT CATEGORY 060 - Heal:h 1nsurance / insurera
080 - Group insurance {all lxnes)

DEFINITIONS < Account administrator > < Account holder > < Deductlble >
. < Depéndent > < ‘Domicile > < Eligible medical expense > < Employee >
< ERISA > < Higher deductzble 5> < Medical care savings account > .
< Account > < Medical care savinga account program > < Program >
< Qualified higher deductible health plan >

INFORMATION TYPE TEXT T o S o
DOCUMENT ' 1D MI STAT c 550 982 o ' ' |

T e - === nﬂuuaﬂ:ﬁ:;:::zaaun EEESoSrem-.

Mlchmgan Statutea - Insurance Laws
 CHAPTER 550--. GENERAL INSURANCE LAWS
- Medical Care Savings Account Actr"

>50 983 Medlcal care savings account program

Sec. 3. (1) For tax years begmnnlng after 1993, both of the follow;ng
apply: ‘ :

(a} An employer, except as otherwxse provided by statute. -contract,
or a collective bargaining agreement; may offer a medical care sav1ngs : o
account program to the employer 'S employees. :

(b) ‘A resident 1ndrvidual may establxsh a meaical care savings.
account program for hrmself or herself or for his .ox. her dependents.

(2% Before making any contr;butzons, an employer that offers a


http:maxiIi:n.tm
http:provj.de

: dependents.‘

{all of the follow;ng.

*Higher deductible® means"

Thousand Five Hundred Dollars ($2,500.00) for 1nd1vidua1 health . -
coverage, and not less than One Thousand Seven Hundred Fifty Dollars
(s1, 750 00) but not more than Three Thousand Five Hundred Dollars.
~3, 590 00) - for health coverage provided to an individual and his oxr her
pendents, in tax year 1984. Such deductible limits thereafter shall be
adausted annually for increases in the cost of living. as measured by

y £) : . SR
Thousand Two Hundred Fifty Dollars. (81,250. 00) bu: not more than Two . 'E o

the medxcal costs component of the Consumer Prxce Index.

-~ {g) ‘Med;cal savings account® means an account establlshed to: pay
elmgible medical- expense of the account holder and hls or her .

(h} ‘Med;cal savings account program' means - e program that 1ncludes

(1) The purchase by an employer of E:! qualeled hlgher deductlble"

-‘health plan for the benefit of an employee and his or dependents or the

purchase by a resident individual of a qualified higher’ ‘deductible
health plan for his or her’ benefit or for the benefxt or hxs or her

dependencs. or both~

' account by his or her employer or payment into a medical savxngs account
"by a resident individual on his or her behalf of at least sixty-six and

(ii) The payment on behalf of an employee rnto a- medlcal savxngs . 425 i‘

two«thirds percent (66 -2/3%) of the premium reduction realized by the

rpurchase of a qualafzed hlgher deductible health plan, and

(111) An ‘account. admlnlstxator to administer ‘the medxcal savings

"~-accounc and the reimbursement»of-elzgzble medxcal expenses therefrom.

(1) 'Qualifiea h;gher-deauctrble'health plan' means an. ecczdent and

‘health insurance policy, certificateé or contract that provides for ,

payment of cowvered expenees mt -exceed the higher deductible and that

is purchnsed by: ) L
'1,H;i)‘An'employer‘for”ﬁhe*banefmt'nf'an employee. or.

B sﬁé&m;- ;.CATEGORY 060

Health insurance / insurers .-

. 0BO Group 1nsurance (all llnes)
- 300 -~ The policy. - e
~<560 Fxnance and investments

.
-
-
-

N R e : ’ e

7 DEFINITIONS < Accoun: a&m&nxstratox > < Account holder » < Dependent

< Domicile > < Eligible medical- expense > < Higher deductxble >
< Medical savings account > < Medical .savings account program > .
< Qualified hxgher deductzble heelth plan > < Reszdent 1nd1vzdual >

momnou wpe .._,.m ‘
DOCUMEN‘JID HSSTA’I‘RL?:LBB'

- - [ p——

71
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- s " + MY : N . . . :

-~-~-Insurance Related Laws

L o 71~- LABOR AND INDUS‘I‘RY B

_'pter 9 - MEDICAL SAVINGS ACCOUNT ACT
5 VOluntary medical savnngs account program o

. Text of sect;on repealed effectmve January 1, 1998

(1) Each- employer shall be permitted to offer voluntar;ly the o
follow;ng programs.~' ‘) . ‘ -

} o .
(ag COntlnued coverage under the employer s exlstzng health coveraoe
| ) )


http:followl.ng
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Chapter S—lndividual Medical Recoints

314?511155

za CSR 400-9

e—

——

Title 20—DEPARTMENT OF
T INSURANCE

E

$20 CSR 400-8 100 Ellﬂbﬂlt&‘

PURPOSE: This rule section

7 I :fé‘” RSMo, relating 1o Mvuiud ‘

lcslmuw ‘
'Edmfs Nalie:urke :emtcry of rate has

the publication of this rule in.

men&ntymuﬂbeandd

ive, The entire text of the material
ﬁm need has been filed with the seeretary of-

* state. This material may be found ot the Office
iof the Secretary of Stat¢ ar st the

pmauc:cmﬂutz&hhe&byluuhw
(1) Eligihility for Tax Exems

’cunt:ihnammanmdwld medmlmut

(mwmnuu from atate ineomasax

ter 143, . to the exient that

snchcnntn hnmmmtesdndedﬁomgm
\income under 26 US.C, sectiona’105 3

" and & ulgated thereander, only - -
"5“«11 :::mmmgnbunnm uatla':::li L
. Lmeetanp:uvwimofswbou&)ofthilml o

(9 As individial medical uceount munt:_., '
, ,mmplythhuehﬂfthalcnow‘lng standardain
- arder. for; employar contributions to -such ' .
mmem, R

’xf the

:mt w0-be mpt from: statd
“dﬂ!&hﬂ lﬁm MQ. ;'. o
- {A) Realts Insursnce Banefit

-/ Division 400—Life, Annuities and Health
i Clupcer B-Indmdual Medical Aeoounta -

me or

headguarters.
. 'of the agency ond is available to any interested

. b)‘ the policy of phn of major medical health

xnmanu.- caverage, including any dednctible,
lished in the major medicel health
: inlmcabenaﬁtyhnwuchuaubhahedby
. the emplayer, and 2) authorized by law,

. tegulation of the Department of Insurance.
?nndsmchemeAsh!lblpzntfemoothu,
purposs -except aa° ‘otherwite provxded by

. section 143.999, RSMo, snd this rule.

. drawal Aftar expenditures acthorized: under
subsection -(Z(B) of this rule the employee
méhmuthme&dmwatgg
- e Year Any moREys rem; in the
m&uﬁewmthntthem;&nwxm

\apphmhledadncﬁblbyﬁ‘ mejor medical
- coVerage prrchassd’ employer’s con
" butioh ot five hundred dellars (8500), which-

.taxation mtler Chaptcz 143, RSMo.

N Asuedmthsrﬂe,%naﬁdcmtdwalu&'

. haalth care all pean "medieal

- section Mﬂﬂl. %USC. section 213@)(1)

Autk; sections. 14.! 999 and 374.045,
. REMs (1954)", |
' 23 1995 ¢ff¢cti cv JO 1995

‘Onemdulhn‘.v um K&lfu (1993) nnd
, JN.MS RSUa(JMJ.W !993 .

mﬂomahall muallydmmhueonﬁh-; ?1’»:‘ - E

. tion Jevel to.ba expended for
" insured persen and any depend g Bu:hj, i

. ‘icontyibytion -level .shall be in- km: of the *

ipraiiumg which would bava been'charged ta’ - )

‘the employer for a health inswrance

eaith benefit plan- established under section
1379.944.1, RSMo. The employer must retain

X chgcﬂl:azteqmvalenttathutandﬁ.kx
3

|wrilten confirmation from the insurerofsuch
rrmim in otdar to ven& tbe mm’huhen e

" (BY Minimun Cantribution. At least fifty -
urmt (50%) of ﬂae employe:'s contn ﬁfty_»
jeve) ghall be 13 "

Pmn e R Ll S

G:Mhrsmumu kvd':anamf S
* provide medical coverage :
1t‘.la!nmdan . Fnds in the aceount shall be

lued by the ingured person or his/her depend:

. jents, fany, to pay for that porticn afbona fide

!

ndxcdnﬂhadthmummnotmvad -

: &hm Ilcbmtl enoi
!-nu;dm X

(
i
;
A
i
I

(;mmsr T

g’mnt. or coinsurence requirements 1)}

O mBa!anealﬂRBmployeanfh <

- balanee exceeds the smiount of the highest
¢ undee the major medical -

2 misgznmSuabnthdxauhmsnbjedm
. Employer- :

expetses” sh .
“care” as defined in Intemal Revenus Code =~

ina! rule filed umh

-
O



P

“06/28/96 FRI

€

N o UK

1:20 FAX 202 624 8579
e JUN-25+1996 @844

- age of an insured persen an

e
MO.DEPT.CF INS., ANGOFF
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|

e eeceve - amougre’ EXTINGEd " Dy Statute ar
rule beld fnvalid by supreme court, no defi-
cieney to be charged,—Any provision of law to
the sontrary notwithstanding, where a statute
or & rule promulgated by the directar has ex-
cluded any income from the computation of
tax imposed under this chapter and i< thereaf-
tor held by a final decision of the Missouri su-
preme court to be invalid, the director shall

" not be entitled ta serve a notice of deficiency

of taxes whish result from suck court decision
for any period occurring prier to the date of
the court’s mandate or the implementation of
regulations interpreting such court decision,
whichever is later,

(L. 1990 H.B, 1554 ¢ 1)

Bffective €-12-50

143998, Tux retarn to contain number as-
signed by director to school district.—Every
person fling an individual income tax return
e under this chapter shall place in the
space provided on said form the number as.
sigped by the dépariment of revenuc to the
-schoal -district of which the person flling is a
resident.

L. I8N HB 121} Y

143.939." - Exclusion of employer contribu-
tions to individual medical accounts—require-
ments for eligibility of exclusion—rules, proce-
dure, review.—1, Employer contributions to an
individual medical account which are used to
pay for health care expenses of the employcc
in accordence with this section shall be excmpt
from state income tax uader this chapter, to
the extent such contributiens 2re not excluded
from gross income under 26 US.C. 10S and
26 US.C, 106 and regulations promulgeted
thereusder. In order ta quslify for such an ex-
emption from taxation under this chapter,
such contributfons shall be made in 2ccor-
dance with health care eoverage arrangaments

which contain at & minimum the following -

compohents: o
(1) The employer shall annuelly determine
2 contridution level to be expended for cover-
] Jp any dopendents,
which shall be in lieu of any standard indem-
nity or health insurancc provided under a
health insurance benefit package which is es-

ON AND REVENUE -

n g

3147511165 P.91.893

, 1830

tablished by the department of insurancc.
Such a benelit package may be offered as an
individual or group pelicy or other Insurance
arrangethcnt by .an Insurer, -health mainte-

‘sance organization,-heslth setices oorpora.
* ‘tion, or as e solf-funded emplayer plan, A per-

ccntage * of the employer's. desipnated

- contribution level &s eatablishod by rule aod

regulation of the departmeont of insurance shall
be used by the insurce, health maintenance or-
ganization, health sarvices corporation, or a5 8
self-funded employer plan to purchase or pro-
vide & policy or plan of majer medical health
care bencfita for the insured person and any

- dependents, The remainder of the employer’s

contelbution level not used to provide ‘majar
medical coverage shall be used to fund 2o in-
dividuel medica! account, Funds in the ac-

"count shall be used by the' insured persan or

his dependents, If any, to'pay for that portion
of bona fide medical and health care expenses
not covered by the policy or plan of major
medical health Insurance coverage, including
any deductible, copayment, or -coinsurance re-
quircments established by regulation of the de-
partracnt of insurance to discourage unheces-
sary use of health care services, Funds in the
individual medical account shall be spent for
10 'other purpose except as otherwige provided

by this sectian;

{2) Any amount in the ingured's individual

medical account that is unspent at the endf

the year shall romain in the account. The di-
rector of the department of insurince shall by
rule and ragulation cstablish 2 balance for the
account which, if excecdod, shall allow the ine
sured to withdraw any moncys in excess of
such balance. Any moneys so withdrawr from

. the account and interest sarned on such mon-

cys shall be subject to state incame taxation;

(3) The amount in an individua! medice] ac-
count shall mot be subject to state income tax-
ation while it remains in the account. Any

016"

amount spent from the individual medical ac- .

count on medical and bealth care expenscs and °
interest accrued op such amount shell be to-

tally exempt from state income taxation;

(4) The insurer, health maintenance organi-
zation, health services corporation, or em-
ployer which sponsars or provides health insur-
ance coverage as authorized by this section
shall administer the account on behslf of the
insured person and any dependents. -

2, As used in this eection, bona fide medical
and health care expenses shall be those medi-

cal end health procedures as defined by regu-

latlon of the department of insurance. Such

£ TS L Fee e .
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In the process of calling each state for addumnal ‘information on- state regu}anon of
medical savings accounts : . :

Montana

Maximum contribution $3,000.

Account can be established either by the employer, the employee, or an individual
state resident. '

QA o _Eligible medical expenses means an expense paid by the employee or accouat holder

~ for medical care defined by 26 USC § 213 (d) for the employee or account holder or a
dependent of the employee or account holder.

Nevada

¢ Account established by employer.

New Mexico

¢ Account established by the cmployér in which the employer provides a é;ualiﬁed

higher deductible plan, contributes 10 a MSA, and appoints an account administrator
to ad:mmster the plan. -

For 1995, the maximum deductible shall not be less than $1,000 and not be more than
$3,000. The department may adjust annually the maxjmum employer contribution to
reflect the last known increase in the medical care component of the consumer price
index. For 1995, the employer's contribution shall not exceed $3,000.

Qualified higher deductible plan is a health coverage policy, certificate or contract
that provides for payments for covered health benefits that exceed the policy,
certificate or contract deducuble that is purchascd by an employer for the benefit of an
employce ‘

Eligible medical expénse means an expense paid by the employee for- medical care
described in section 213(d) of the Internal Revenue Code of 1986 that is deductible -
for federal income tax purposes.

Oklahoma

¢ Individuals or employers can contribute to a medical savings account. An individual

or employer can purchase a qualifeid higher deductible health benefit plan approved
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by the state offered by an entity regulated by the state for the benefit of an individual
or employer and dependents. An individual can deposit into a MSA or the employer
can make a contribution on behalf of the .employee all or part of the premium
differential realized by the employer based on the purchase of a qualified higher
deducnble plan. An employer that did not previously provide a health plan or health

coverage policy, can contribute all or part of the deductible of a quahﬁed hlgher '

deductible plan.

¢ The amount of deposit for the first taxable year shall not exceed $2,000 for the
account holder and spouse and $1,000 for each dependent child of the account holder.
The maximum allowable amount of deposit for subsequent years shall be increased
annually by a percentage equal to the previous year's increase in the national
consumer price index. '

¢ An cligible medical cxpense is an expense paid by the taxpayer for medical care
described in section 213(d) of the Internal Revenue Code.

Utah

¢ Account can be established by employer or individual. . The program can be
established by an employer in which the employer purchases a qualified higher
deductible plan and contributes to the MSA. Or alternatively, the account holder can

~purchase a qualified higher deductible plan and contribute to the MSA.

¢ A contribution into an account made by an employer on behalf of an employcc, or
.made by an individual account holder may not exceed the greater of $2,000 in that tax
year, or .an amount equal to the sum of all eligible medical expenses paid by the
employee or account holder in that tax year. In this latter circumstance, eligible
medical expenses are expenses in that tax year that an insurance carrier has apphed to
the employee or account holder’s deductible.

¢ Qualified higher deductible plan means a health coverage policy, certificate, or
contract,. that provides for payments for covered benefits that exceed the higher
deductible and that is purchased by an employer for the benefit of an employee for
whom the employer makdes deposits into a MSA or by an account holder.

o Eligible medical expense means any expense paJd by the taxpayer for medlca] care
described in section 213 (d) of the Internal Revenue Code. :

Virginia

Statute authorized development and establishment of a plan upon Congressional

authorization (includes MSAS for medical ‘assistance and workers’compensation
programs). : ‘

.. @o03
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West Virginia

B

¢ Any individual resident of the state can cstabli_sh a' medical savings account.

Medical cxpenses means thc amounts paid for semces for the diagnosis, cure,

mitigation, treatment, or prevention of disease, or for the purpose of affecting any

structure or function of the body, which expenses may be included in calculating the

federal deduction for medical and dental expenses for federal income tax purposes;

“for insurance premiums for combined plans issues pursuant to this section, but

exlcuding expenses for cosmetic surgery as defmed in section 213 of the Internal

" Revenue Code of 1986, as amended.

Insurance Commissioner directed to promulgate regs re: annual contribution )

minimum and maximums.Any individual resident of the state or employer can

 establish a medical savings account -

Medical expenses means the amounts paid for- services for the diagnosis, cure,
mitigation, treatment, or prevention of disease, or for the purpose of affecting any

structure or function of the body, which expenses may be included in calculating the.

federal deduction for medical and dental expenses for federal incomne tax purposes;
for insurance premiums for combined plans issues pursuant to this section, but
exlcuding expenses for cosmetic surgery as defmed in section 213 of the Internal
Revenue Code of 1986, as amended.

Insurance Commissioner duected to promulgate regs regardmg the annual minimum
and maximum contributions among other itemns. .
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