
, CONCESSIONS RELA iIVE TO THE CLEAN "SENATE BILL": 

1' -.. 
i 
I 
[ 

1. 	 Any MSA at all. (The Senate' p~sed the health insurance reform initiative by a 100 ­
o 	 vote Without any MSA provision,) , 

, 	 !. '. 1 

2. 	 No geographically-based demon,srration. ' 
, 	 " " ,,' , "'; . 

3. 	 Experiment open to all ~mployee~' in firm's with 100 or fewer employees (and only 
, I ,

limited to the 'amount of participants that the' Treasury currently projects will opt for 
MSAs.) 'i . 

.I , 

4. 	 Experiment open ,to allself-em~loyed individuals (and only limited to the amount of 
participants that the Tre~ury ctirrently' projects will opt for MSAs.) 

. 	 • t, 

5. 	 No requirerrient for a cap on buitd-:up of the MSA account during the experiment. 

6. 	 No requirement that insurers andpians m~st offer employees the choice' ofa 

traditional plan if they' offer an MSA option. 


7. 	 No requirement that a state-passed risk adjustmenfmechanism be in place in order to 
sell MSAs in a state. ," ' 

I 

, 8. 	 No requirement that'MSA acco*"t spending be solely li'mited to benefits covered by 
the cataStrophic ben~fit plan. ": 

, , , I 	 " 

9. Acceptance that penaltY for withdrawal of funds for non-medical purposes be set at ' 
,I' 	 , 

15%, and not a higher amount ~experts advi,sing us have sugg~sted 20%).,
'; I ' " 

10. 	 Elimi~ation of require~erit thatlthe tax-treatment for the self-employed be consistent 
with their treatment for traditio~al,comprehensive health plans. ' 

[' 

11. 	 The elimination of all mental health parity requirement provisions originally included 
in'the Senate-passed version of :the DomenicilWellstone bill (such as copays,' , 
deductibles, inpatien't/outpatient ; limits, chemical and substance abuse, etc.fother than 
the requirement for equal treatment of lifetime and annual payment limits.' , 



MSA Reporting Models 

o 	 Since CHIIMSA 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 regulation in this area covers consumer protectio~s such as 
marketing and disclosure requirements. All CHlplans would have to be approved by the 
state, consistent with current practice, before tieing sold as an MSA product. These 
products would also be subject to all the insurance reform requirements in H.R. 3103. 

Due to the newness ofCHIIMSAs, states would look to 'the NAIC to provide potential 
models for regulating these products as they have with prior new products. Alternatively, 
states would provide their own regulations: . 

,_______0__ 	A study of ~HIIMSAs requires that a sufficient, yet manageable number of accounts be 
identifiable. Thus there will.be reporting of inforwation 1) to support the study and 2) 
permit the implementation of a constraint on the number of accounts available. Such a 
constraint may be necessary to allow until sufficient information to be collected and 
analyzed on the effects ofCHIIMSAs on national and state revenue, and the availability 
and cost of health 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 following 
characteristics: 

• 	 A fixed or target number of policies iSc;lvailable 

• 	 Reporting of minimal data elements to support the study (limited to 5-6 key' 
variables such as number of policies: sold, firm name, industry apd size). 

• 	 ' Reporting mechanism and schedule to parallel current small group market 
reporting within states to the extent possible. 

1. Prospective Model: In a prospective model, a maxirilUmnumber of CHIIMSA policies would 
be set based on Treasury's estimate. Thus, there would be a fixed number of certificates for 
establishing a CHIIMSA, and MSAs could not be established without a certificate. 

There are two options for distributing ,these certificates throughout the nation: 
. . . " ,':."::?~:.~;~:.~:gJ~~;..,J:f~;·::;:~;:> ..... • . 

1) 	 allocate the number of poli¢ies~Gc~rti.ficat¢$~J:by'state according to an agreed upon 
calculation (proportional to g~~er~i population)' , 

states would devise an allocation planJorthose instances where demand 
outstripped supply (probabiy'ba;ed ~n date oiapplication from employer or "first 
come, first served) 



'. 	 . 


therewauld be no, reallacation: a(certificates across states 

states wauld repart infaimatian an plans quarterly (finn identificatian, size, and 
industry cade) to, the federal gaveniment (needed to, establish the sampling frame 
far the study). 

, 	 , 

, 2), allacate certificates t~ ~mplayers as they sign up to affer this new praduct to, their 
,,'" 	 emplayees. Emplayers wauld register their intent to, affer in the state, which ,~auld, 

then receive MSA certificates framthe federal gavei:nment. (An eligible emplayer 
with multi-state employees cauld file with ane state.) ,'; , 

a 	 Once the full quata has been allacated, no, new certificates would be available. The 
certificates wauld be "aWned" by the emplayer;if an'emplayee dropped an MSA, ,an 
emplayer cauld enrall another emplayee. If an emplayer drapped MSAs entirely, the 
certificates wauld become invalid. ' , 

2. Passive Model: In a passive model, the ~bjective is to, havesuffici~nt repartingsa that the 
sale afMSAJCHI plans can be terminated when a target is reached. The margin af erraris 
patentially greater than the prospective madel but it may' entailles's gavernment interference in : 
the market. r' 

a 	 On a quarterly basis, the insurance carriers wauld repart palicy sales and ather 

infarmatian to, state insurance cammiss'iam;;rs, who" in tum, wauld repart to, HHS. 


, . 	 ", 

a 	 After each quarter, HHS wauld report anMSAs/CHIplaris saId. Ifthe target numiJer af 
plans had, been reached, HHS wauld infarm the' states that no, further plans cauld be saId. 
Ifthe target had nat been reached butis expected to, be reached in next quarter, there 
cauld be three aptions: .' 

. . , 	 . 
,a. based an previaus qUarters' sales experience, HHS cauld issue a target far each 

, state to, assUre that the target is nat'exceeded [there wauld necessarily have to, be, 
same margin af errar, but this appraach wauld preventthenumber the number 
framrising·framjust belaw the target to, same level significantly abave the target 
if sales in the next quarter were uncanstrairied];,ar, 

b. 	 sales cauld cantinue unhinde'red and a freeze wauld nat accur until quaitedy 
reparts'indicated that the target had been exceeded. 

c. "when the target appears'ta be near (Le., the fallowing quarter),I-IHSwauld'project 
. 	a date at which sales:likely~ou.id reachihe target andannaunce, in advance, that 

as afthat date no, I?are plans'cauld'be saId. . . ' 

a 	 Once the target has been, reached, no, ne\v plans'wauld be sald:PaliCies cauld be ' 
renewed;,and an emplayer could reassigncapolic)i frol1l an employee who, drapped:an 
MSA to, anather employee in ,the firm. If an emplayer dropped 'MSAs entirely, an insurer 
cauld nat resell them to, anather firm. ' . ' 

6/21400 
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POSSIBLE HEALTH INSURANCE REFORM COMPROMISE 
6124/96 

MSA Experiment 

A. 	 A 4-year MSA experim'ent, evaluated by an independent, nationally-recognized body. 
Requires'an affirmative vote (underregular 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. 

B. 	 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 positivelnegativehealth 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 accoimt and, if so, what the amount should be. 

C. 	 Population~ eligible to participate in the experiment: 

I. 	 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 

A. 	 Republican MSA tax policies and insurance provisions included in 6/20/96 offer, 
including: 

I. 	 The assumption ~at MSAs insured products that comply With state insurance 
laws and the insurance reform provisions in RR3103, as well as the provision 

•that directs NAIC to develop a consumer protection model -- including a risk 
adjustment recomme~dation. . 

2. 	 The limitations on tax treatment of MSAs, including provisions regarding 
medical withdrawals from MSAs, non-medical withdrawals, and estate tax 
treatment of MSAs. 



,', ";. : ~. 'I .'~ 

,"-. ..j 

B. 	 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 
(Le.; $2,000/$4,000) and the minimum deductible and stop loss is set at one-half of the 
maximum deductible (i.e., $1,000 forindividuals and $2,000 for families.) [Almost 
every insured and self-insured plan in the nation has stop loss protection]. 

C. 	 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 plan' and the traditional plan. 

D. 	 Protectioris for employees of the ~~lf-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 

______tQ. their MSA ~~.w!t than !hey Contribute t~ 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. 	 . Adequateeonsumer .protections· for poli~ies that duplicate Medicare..and for . long-term 
care private insurance . 

C. 	 . Provisions that are significantly inc~nsistent with Administration positions outlined in 
.,the June 4th list provide~ to Republican staff. 



MSA Allocation Method: Option A . Sunday, June 23, 1996 

• MSA Guidelines 

~ 	 States develop their own guidelines and requirements for catastrophic insurance 
policies. I Treasury also determines a set of guidelines 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 other~rwould 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).

", ,". 

~ Ipsurersthat meet both Treasury and State (or HHS) requirements would be 
'permitted tp offer catastrophic policies in conjunction with MSAs. 

• 	 Insurance Reform 
, 	 I ' . . ' 

~ 	 AH catastrophic plans. would be subject to all the insurance reform requirements in 
H.R.3103. . 

• 	 Reporting 

~ . 	 The number of participants in the demonstration would be determined based on a 
Treasury estimate of the number of individuals that might be expected to purchase 
catastrophiclMSA 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 participants that would be allowed to participate in the 
MSA demonstration. . 

, 	 . . 

~ Ona quarterly (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 months of the demonstration, Treasury would determine 
how many MSAs had been opened relative to the target number. If the target has 
been exceeded, no more MSAscoulq be opened. Question: How does Treasllry 
notify eligible employers that cap has been reached/exceeded? 

IIftheNAlc develops a model 'act forcat~strophic policies, States, of'~ourse~ would be 
free to adopt the model act. ' 



.. ,~ 

. . . ' 

'.., , "' 

If the target has not been're~ched, einplbye~s would continue to 'open MSA~. Iri. ' 
thi~ case, Treasury ~ould make a semi-annual detetmination, b';lsed on 'the, 
employers' reports, of when MSAs may no longer be opened .. < , 

, 
, ;, 

, . 
'... Beginning, in Year 2,ofthe deinonstration,Treasury woul~ submit an aJ."!.l1ual , 

reportto.CongresS whiCh contains the following information:, (i) the,mlmber of 
, ,participants and (2) the revenue loss duetoMSAs.These figures'would be based 

01) t~e tax'ret,urns ,filed'for the previous year ofthe demonstration. 
. 	 , .' . . 

• Redistribution, 

Once the 'target '~~m])er has been reached o~ exceeded, nc{new MS'As 'co~l<i 'b~", 
opened. '" , ;; 

'EOiploye~s could use policiesth~t have been dropped by their employ~es (either 
.vol~ntari1y or because the,employ~~ has left the firm) to offer another'empl:oyee 
(e:g."a new hire or an old erriployeewho had previously declined the'MSA 
option) a~ MSA policy. '~', ' " : , ,:, ,,',j' , • 

, , If, in su'hsequent years, an employer dbes not use all of their Original MsA. ' 
policies (e.g., employees drop the MSAs), othere,mployers CQuid open new " 
MSAs., " ' " . . ',' ", ' " , ' ,", , ",' " , 

, i 

If a firm,'goes out of business', th~ MSAs used by jts, employees would not,be', 
reallocated to 'a new firm. Instead, the aggregate number of available MSA's ' 
would simply decline. ' ' " , ' ' 

Alter~atively,'these MSAscould be made availableJor use by other firms.,' 
, " ' " 	 ,~ ','

,! ," f 

• Guarahte,edRen~wal ' 


, ... ' ,', 	 'Finns that had 'purchased polici~s in the first 'Year would have guaranteed renewal, 
(co~sistent.with H.R.3103).' ' 

, '. I' 

,I.. 
" 

',t,. 

',' , 

.... " 

',". 
.". 

, " 

, I 

'" 



Option A' 

Upon enactment of law: 

States set'guidelines for catastrophic policies. 


Treasury sets guidelines for MSAs. 


Insurers develop/market catastrophic 
p'olicies that meet the guidelines. 

I ". 

I 
I 
I 

I 

," 

i 

Insurers sell policies to 

i 

employers. 
(Effective first year of 

demonstration.) 

Employers report the number of 
M~As opened. 

~-----Y-~------~ 


If Over Target 
If Under Target 

,No,new MSAs opened. Keep opening MSAs suntil 
. ; , target is reached or , 

exceeded. 

I 



MSA Allocation Method: Option B . Sunday, June 23, 1996' 

• 	 MSA Guidelines 

.. 	 The NAIC would develop guidelines and requirements for catastrophic insurance 
policies. A state must adopt the NAIC model before MSAslcatastrophic plans 
'could be sold in the state.' ' 

.. 	 HHS would have the authority to approve state laws that vary from NAIC mod~l. 

• 	 Insurance Reform 
, 	 , 

.. 	 All catastrophic plans would be subject to all the insurance reform requirements in 
H.R. 3103. 

• 	 Reporting 

.. 	 Treasury provides H;HS with a number of policies 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
inJormation to State insurance commissioners, who, in tum, must report toHHS 

. within 60 days. HHS would track the total number of policies sold. 

.. 	 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 threshold 
(e.g., 60 percent). 

... 	 In the second through fourth years of the demonstration, States would be given 
newcertificates based on first year distribution. Ifa 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 

.. . Once all of the policies have been sold, no new policies would be offered. 
. 	 . 

, 	 . . . 

Employers could use policies that have been dropped by their employees (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 previously declined the MSA 
option) an MSA policy. 



.. 	 A State, or a 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). 



-----.----~ 

,OptionB 

, Upon enactment oflaw: 
NAIC sets guidelines for catastrophic policies., 


Treasury sets guidelines for MSAs. 

. 

, ' . 
Insurers sell policies to. employers 

with <IOOemploye¢s and self­
employed.~. 

"(Effective first year.,of 
demonstration.) 

T 

Insurers'develop catastrophic policies that 
... '~meet tile gLiidlelines. ',- " 

,,,' 

InsurerS reportthe Dumber of .. pol,icies sold.' . 
" .. 

'. 

Certificates allocated proportionally to . 
states based o~ predet,:rmhied "target. 

;. 

'lfTargeUs ReachedIOJnder Target 
' ..~ :­

'. No new'p<ilicies sold. Reallocate'remaining 
/. pOliCies up to target level.' States distribute available certificates to . . 

'insurers. _ Certificates enable insiirers to sell ~/-

an equivalerit number of policies.. . 



POSSIBLE HEALTH INSURANCE REFORM COMPROMISE, 
6/21196 -- 10:50 am 

MSA Experiment 

A A 4-year MSA experiment, 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 .. 

B. 	 Study: An independent, nOJ)i.artisan 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 
premiums of non-MSA users), the impact of MSAs on the use of prev~ntive 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. 

C. 	 Populations 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 	Stru~ture 

A 	 Republican MSA tax policies and insurance provisions included 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 H.R.3103 as well as th~ 
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. 

B. 	 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., $2,0001$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 families.) [.A.hnost . 
every insured and self-insur~d plan in the nation has stop loss protection l . 

C. 	 To as~ure equitable tax treatment between MSAs and traditionlll 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 
betwe~n the catastrophic benefit plan and the traditional plan. 



" ., 

D. 	 Protections for employees of, the self-employed to addr.ess 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 protection~ for policies that duplicate Medicare and for long-term 
care private insurance. 

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



June 26, 1996 

, ,MSA Demonstration Cap 

• 	 Reporting 

" " 

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

On a semi-annual basis during the first year of the demonstration, , 
sellers/marketers of MSAs (ei, 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 infonnation to HHS. 

.' At the end of the flIst six months ofthe demonstration, HHS woul~ detennine 
how many MSAs had been opened relative to the target number and supply'this 
'infonnation to Treasury. If the target has been exceeded, the MSA demonstration 
cap would be triggered and Treasury would notify the sellers/marketers ofMSAs. 
'through the applicable state entities, 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 behalfofemployers. HHS would make a semi-annual 
detennination, based on the states' reports, of the number of MSAs that have been 
opened and would notify TreasUry accordingly. ' 

• 	 Enforcement 

IfTreasury notifies'the sellers/marketers ofMSAs. through the applicable state 
entities, that the cap has been triggered. no new MSAs can be opened. Ifa 
seller/marketer ofMSAs 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 IW1 be subject to penalties ifthey sell 
a catastrophic policy to an employer after Treasury has announced that the MSA 
demonstration cap has been triggered, and the employer decides to open an MSA. 

• 	 Employees would !!2i be subject to penalties if an employer opens an MSA on· 
their behalf after Treasury has announced that the MSA demonstration cap has 
been triggered. ,

*This nwnber will be Treasury's estimate of the nwnber of individuals that it expects t6 choose 
the MSAlcatastrophic health insurance policy option. ' 

• 6;' 



>,""• . , T, , 

June 26, 1996 

~' .·',Employ~rs would,not be subject to penalties ifa seller/marketer opens an MSA 
", , for an employer 0rlee Treasury has announced that the MSA demonstration cap 

'haS been triggered,~ , 

• " Redistribution of MSAs,' 

Ifemployees (eithetvoluntarily or because the employee has left the firm) decide 
to drop the MSAlcatastrophj c health insurance optiCln. employers would be' 
allowed to offer it to another employee (e.g., a new hire or an old employee Who 
had previously declined the MSA option). .,' , 

~ , If.' in subsequent years, the number of MSAs declines (e.g:, becauseemploy~rs or 
their employees drop the MSNcatastrophic health insurance option), and the cap 

_"',___"'___'-",--' is not exceeded, other employers could opennew MSAs. ' 

, Similarly, if a ftnngoes out of business, the MSAs used by its employees co~ld ' 
be made available for use by o~er employers. 

;. to 



H 1'.,. ,,',' 

~. t 

, Law set.starget for, 
demonstration cap. 

" 
Employers purchase' qualifying 

eft tastrpphic health polic'ies aod. open 
MSAs. 

Sellers/marketers of M$As report ' 
the,number QfMSAs opepedto 

states. 
~~~---.---,--.:.....,_~I


l 
States report the i,lumber of 


MSAsto HHS: 


'IrOver Target 

Cap triggered; Treasury notifies 
states. No new MSAs opened. 

IfUnder Target .. 

, Employers may continue openIng 
, MSAs until target is reached or 

j', exceeded. 
i 

! . 

I 

I 


, i 

i 

I 



COl'lCESSIONS RELATIVE .TO THE CLEAN "SENATE BlLL';: 

./) 

1., 	 Any MSA at all. ' (The :Senate passed the health insuranc~ reform ini~iativebya 

100 - 0 vote"withoutany MSA provision.) 


2. 	 No' geographically-base~ demonstration. 

3. 	 Experiment open to all :employees in firms with,50 or fewer employees (and only' 
limited to the am'ount ofparticipimts that the Treasury currently projects will opt for 
MSAs.)" , 

, 4. 	 Experim~nt open to all self-employed individuals (and only limited to the amount of 
participants that the Treasury currently proj'ects, will opt for MSAs.) " ' 

5. 	 No requirement for a c,ap on build';up of the MSA account during the exp~riment. 

6. 	 No requirement that insurers and plans must 'offer employees the choice of a ' 

traditional plan if they offer an MSA option . 


.. 
7. 	 No requirement that a~tate-passed risk adjustment mechanism be in place in order to 

sell MSAs in a state. " 

8. 	 No requirement that MSA account spending, be soiely 'limited to ben'efits covered by " 
the catastrophic benefitplan. , ' 

9. 	 Acceptance that penalty, for withdrawal of funds for non-medical p~rposes, beset at 
15%, and not ahigher amoUnt (e~perts advising us have suggested 20%). 

10. 	 ,Elimination of requirement that the tax treatment for the self-employed be consistent 
with their treatment for'traditional, comprehensive health plans: ' 

11. 	 The elimination"of all rrental health parity requirement provisions originally included 
in the Senate-passed version of the DomenicilWellstone bill (such as copays, , ' 
deductibles, in.patientlo~tpatient ,limits, chemical and substan'ce abuse, etc.) other tharl 
the requirement for equal treatment of lifetime 'and annual' payment limits, 



, ' June
'. ' 

27 , 5': OOpm ,. ~ 
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BIPARTISAN,MBA COMPROMISE 

MBA Pilot Program: 

.~xtent of Pilot: During an initial test period of 4' 
years, MSAs coupled with high.deduct~ble health coverage would be 
limit,ed to 'a pilot:, group consisting 'of employer-sponsored health 
plans if ~he employer has saempJ.oye~s or. fewer, and the self!. 
employed. . 

, •. There' w(luld be no eXplicit cap on the number of M$A 
participants, 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'. ,-" - ,.. 

• ,Stud~: An independent, nonpartisan organization chosen, 
by relevant c'ongressional 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. 

• Continuation and eXRansion after initial test period: 

The pilot program would continue unless Congress affirmatively. 

votes to Cliscontinue. An affirmative vote would be required to 

expand the program ,to individuals and larger employers. No 

expedi tedprocedu:r'es. 


Consumer Protections 

The favorable~ tax treatment of MSAs would be conditioned on 

the high-deduCtible health coverage meeting certain consumer 

protections. States could require additional consumer 

protections. . 


• 'Disclosure: MSA plans would be required to disclose 

informationabdut cost-sharing requirements, deductibles, and 

limitations on coverage. 


• Deductibles: The annual deductible would be required 

to be in the, follclWing ranges: ' • 


Single coverage: ,Not. less than $1,500 and. not more 
than 	$4 / 000. 

Family coverage: Not less than $3,000 and not. more 
than 	$6,500 

• cost-<sha.ring: During 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 directed 
to develop, within 5' years, model standards for cost-sh~ring that 
States could volul'l.tarily 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 'J:'reasury to monitor the high deductible coverage 
and report to,the Congress if the need for additional anti-abuse 
rules develops~ . 

Structural ChangeJ'l to· the MSAProposal: ' 

• Who can contribute to the MSA: Contributions to MSAs 
may, be made either by employers or employees who have high­
deductible coverage I 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 $1,7qO for 
individuals and $3 / 700 for families. 

• Medical withdrawals from an MSA: Tax-free medical 
withdrawals from an MSA may be'made only for the medical expenses 
of an individual who has high-deductible coverage. 

• ' Nonmedical 
, 

wit.hdrawals 
, 

from an MSA: Penalty-free
nonmedical 'Ilithdrawals 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 (iristead 
of 10 percent in the House bill) . ' 

• 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 tache MSA). 



~--

PossmLE COMPROMISE ON MEDICAL SAVINGSACCOUNTS 

House bill, with the following modification~: (I) medical savings accounts would be 
available oriIy 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, expedited procedures would apply with respect to 
a bill to delay or repeal the application ofthe provision to individuals other-than employees,if 
offered within a certain time period; (2) the exemption fr,om 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 includ,ible 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 ofafter age 
59-1/2); (5) in. any year iii which a 'contribution is made by an individual to a medical savings 
account, withdrawals from medical savings accounts maintained by that individual would not be 
includible in income only if they are roi medi~al 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 Chainnen' bfthe 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 Chairmen by )anuary 1, 1999. 
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MBA Pilot Program: 
, ,-::r:')) 1M 

• . Ext;erit of pilot: During an initial test period of 
4 years, MSAs c01.lpled·with high-deductible health coverage 
would be limi.ted· to a pilotgr6up consisting of employer- ­
sponsored health plans if the 'employer has 50 emplqyees or. 
-fewer, and t.he self-employed., . 

.. There .would be no explicit cap on the nwnber of MBA' 
participants I . hut policies sol.d 'to businesses and the 
sel.f-employedwhocurrentll". provide insurance would be 
limited to the number of pa.rticipants projected by the • 
Department .of Treasury or 500,000", 'fIIrhichever is ·less .. 
The Secretary of the Tr~asury would be required to monitor 

, the program's enrollment during ,the initial test period, . 
, report to 'Congress annually on the n1ln'lber of active MSAs , apd' 

--'::=---=- -ma-ke-:':appropriaterecommendations toCongj:ess. '. . 

• studv: An' independent, non partisan organization 
chosen by ,the Majority ~d Minority leaders of 'the 
House and Senate with !a.dv:lce ..from relevant congressional 
committees would be requi~e~ to study the e~fect of MSAs in 
thesrnall group market.·:Thestudy would inclu¢ie adverse .. 
selection, health costs, use of 'preventive ca~e, consUmer. 

-choice; . proportion' of fam.iJ.ies. exPeriencing high out­
'of-pockets cos.ts and' cost to the united States 
TreasUry. The study would be 'due by January I, 2000 . 

.; . Continuation and ex;pansiou after initial test 
period: The pilot program would not continue unless Congress 
affirmatively votes to continue. Ari affirmative vote'would 
be required to exparid the' program to individuals and large 
employers. No expedited. procedures. . Individuals ' 

enrolling in· an MBA program during the initial' test , 

period would be al.lowed ',to 'retain the funds .deposit~d 


in their, MSA . accoUnt on a tax free basis '. 

Participants would a180 be guaranteed portability .to 


., non high <ieductible plans as provided ,under the 

genera.l insurance refo:a:m proviaip:a.s. 


Consumer Protections 

. . The .£avorabletaxtreatment of MSAs would be condibfoned 
on the high-deductible health coverage meeting certain ' 
consumer protections. States could require addi.tional 
consumer protections. . 

• Disclosure; MSApians woulq.bez:-equired to 

disclose information about cost-sharing requir~ents, 

deductibles, arid limitations on coverage. 




• D§ductibles: The annual deductible would be 
required to be il"l the following ranges:· 

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

Family coverage: Not less' than $3,000 and not more 
than, [$-6, 500J $4,000. 

• Cost-sharing: During the first 5 years, the annual, 
cost sharing Crulll0t exceed an average of 30 percent of the 
allowable costs fo~ covered services. The NAlC would be 
directed to develop, within [~l one year, model standards 
for cost-sharing that States could voluntarily adopt. Ho : 
cost sharing would be allowed for out-of-pocket 
spending for covered services in e~c.ss of $2,500 for 
individuals and $5,000 for famJ.lles. 

'---:---=~:-=-==---', -.:..=H'Meaningful health coyerage: 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 ~f the Treasury( 1nconsultation with 
the American Academy of Actuaries, to moni tor the high 
deductible coverage and report to the Congress if the need 
for additional anti-abuse rules develops. 

Structural Changes to the M$A Propo:;!al i ' 

• Who can contribute to the MSA: Contributions to 
MSAs may be made [either] only by employers [or employees] 
who have high-deductible coverage. [ bet not both.l 

• Ma.."Cimum annual ~6ntribution to an MSA: The annual 
contribution to'an MSA cannot exceed the lower of the 

«« • " , ' 
sav1ngs 1n the prem.1Ul1l from, offering a bigh-deduetible 
plan pursuant to guidelines promulgated by the· 
Seeretary of the Treasury in consultation with the 
American Acad~ of Actuaries, or the annual deductible 
amount for high-deduct£ble coverage or $1,700 for individuals 
and $3,700 £o~ £ami~ies. 

.. Medical withdrawals f~om an MSA: Tax-:-free medical 
withdrawals from an MEA may be made <;>nly for the ,medical .' 
expe~ses of an individual who has high-deductible coverage. 

• Nonmedical witbgrawals from an MSA: Penalty-free 
0' :nonmedical .w!thdrq.wals from an MSA would not· be allowed [eft 

or after age 65 (instead of age 5.9 1/2 in eM HO'li:se-i9ill) oJ 
The penalty on nonmedical withdrawals [bcEore &~e 65] would 
be 15 percent (:1.1istead of 10 percent in the House bill) .. 



.. 

,:~ -:. ' 

..___ .__.___ 


• Estate tax: MSA account. balance would not be 
exempt ·from the estate· _tax._ _ Instead, MSAs would be subject 
to the estate ta.x under rules similar to IRAs (i. eo. I 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 paid with respect 
to the MoSAl • 

• Salf-employad participating in 
group plan IUay not contributG more to a 
than to an employee MSA. 

an 
per

em.ploymant 
.MBA~o;ual 

• Non-discrimination· requirement for HSAs, 
i . e • , contribution to ~SAS for - highly -paid employees 
could not be greater than for other employees. 

• NAte development of model risk adjustment 
mechanism/states a.dopt mechanism. in con:function with 
s_&I.$. __.of. MSAs 
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B~PARTlSAN MSA ,COMPROMISE 
I , 

'MSA Pilot Program: 

• Extent of Pilot: During an initial test period Of'4' 
years I MSAs coupled with high-deductible health coverage'would be 
limit'ed to a pilot: group consisting of employer-sponsored health 
plans if the employer has 50 employees or ,fewer, and the self­
employed. 

• ,There wCluld be no explicit cap on'the number of MBA 
participants, 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 appropriclte recoll\t"llendations to Congress. ", ',- .. " 

'-:=-'~ __=':::':::-.: ---. .. "' 'Study: 'An independent, nonpartisan organizatiol1 chosen 
by relevant congressional committees would be required ,to study 
the ,effect'ofMSA~ in the small group market. The study would 
include adverse selection" health costs, use of ,preventive carel 
and consumer choice. The ,$tudy we,uld be due by January 1, 2000. 

• Continuation and exnansion after initial test period: 
The pilot program would continue unless Congress affirmatively 
votes to discontinue. An affirmative vete would be required to 
expand the program to individuals and larger employers. No 
eJ-..-pedi ted procedures. ' 

Consumer Proteotions 
, 

The favorable~ tax treatment of MSAs would be conditioned on ", 

'the high-deductible health coverage meeting certain consumer 

protections. States ,could require ~dditional consumer 

protec,tions ~ , " 


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

• , Deductibles: Theannua~ deductible would be required 
to be in the following, ranges: • 

Single coverage: ' Not less than ~1,S90 and not more 
than' $4/000. 

Family coverage: Not less than $3,000 and not more 
chan $6,500 

• cost-sharing: During the first'S years/ the annual 
cost sharing cannot",\·exceed an average of 30 percent of the 
allowable costs for'covered services. The NAIC would be directed 
to develop, within 5 years; model standards for cost sharing that 
StatES could 70luntarily adopt. ' 



, \. 
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,. Meaningful health coverage: .The statements of manag,ers 
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 Congres.s if the need for additional anti-abuse 
rules develops. 

Structural Changea to the MSA Proposal: 

• Who can contribute to the MSA: Contributions to MSAs 
may be made either by employers or employees who havehigh-, 


. deductible coverage/but not both. 


,. Maximum annual contribution to an MBA: The annual 
contribution to an MBA cannot exceed the ,lower of the annual 
deductible amount for high-deductible coverage or $l,7QO for 
individuals and $3,700 for families. 

~c-=~. 

• Medical withdrawals from an MSA: Tax-free medical 
withdrawals from an MSA may be made only for the medical 'expenses 
of an individual who has high-deductible coverage.­

• Nonmedical withdrawals from an MSA: Penalty-free
nonmedical withdrawals from an MBA would be allowed on or after 
age 65 (instead of age 591/2 in the House bill). The penalty on _--­
nonmedical withdrawals before age 65 would be 15 percent (instead --. 
of 10 percent in the Hause bill) . 

• 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 lRAs (i.e., if the beneficiary 
is not the decedent's spouse I 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). 
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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 the .study: 

1. 	 Tax Structure and Insurance Oversight. Accept the Republican MSA 
tax policies and insurance provisions included in 6120/96 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 usersand the entire market; the cost of MSAs (in 
terms of revenue loss to the Treasury); the correlation, if any, of MSAs to positivelnegative 
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. 



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 
(l/lOth of that allowed under the Democratic offer) and a stop-loss of $1,000 
(40% of the Democratic offer) ,I 

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~losg level results in major savings in 
premiums. Raising the deductible further does notproduce a proportionate 
additional reduction. According the American 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 ofdiminishing 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)} 

.4. The Democratic deductible is at the level that the market has already 
established as the nonn for high deductible, MSA-type plans. According to 
experts at the American Academy of Actuaries, in general, MSAlhigh deductible 
plans today do not impose any additional cost-sharing after the deductible is 
reached. Moreover, individual ded.uctibles 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 Actuaries uSes to model the typical 

conventional plan (Medical Savjnp Accounts: Cgst Implications and Design Issues). 


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

3al'llerical" Academy of Actuaries. p. 8. 
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,) 
t\nalysis of Workers Eligible for MSAs During 1997-99 Start Up 

Period Under H.R. 3103 Compromise 

Number of Workers PerCent ofTotaJ Workforce 

Employees in fi.rm.s with SO 
or fewer employees and selfw 
employed r9 32.9-'/0 

AJJ others 85.2 million 67.1% 

TOTAL 127 mimOD 100-1. 

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

Coverage ~ J5 i: f r .~16<eo 0­ e, tJ''r 
, Number Of~' With 

Health ance 
Percent of Workforce With 

Health Insurance 

Eligible for MSAs U1 1997 ­
Employees in firms with 50 
or fewer employees 'With 
employer-provided insurance 
and self·employed 

L 

f.~, 7.66% 

Not eligibl~ for MSAs uDtil 
2000 73 . 5 million 92313/ 0 

TOTAL. 79.6 million 100% 
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,Survey of Selected MSA Plans: Summary of Cato Institute Policy Analysis no. 220 

. 
Amount of Deductible Percent of Plans 

More tban $2,000 17% 

$2,000 or less 83% 

$1,500 or less 25% 

/ Source: Cato Institute Policy Analysis no. 220: More Than a Theory: Medical Savings Accounts at Work: 
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Comments: Attachedisa chart through Missouri which I 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 

(R$publican?) proposal.· . ~ke ~ 

·---:.----~-,- ..----'-.-~ 
J 
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. Quick Response to Inquiry re: state regulation of Medical Savings Accounts 

For the states ofAriZona - Missouri, a* indicates that eligible medical expenses are . 
'. defined as those defined in Section 213 (d) oflntemal Revenue Code. Will make calls to 

learn of other restrictions that may apply to b"enefit packages.. ' 

.f\rizona­

-Total Deposits made to the account from either the account holder or employer are 
. limited to $2,000/account holder and $1,000 per dependent up to 2 dependents . 
-Nospeeification re: benefit packages but presumably state law applicable to high 
deductible insurance policies appJies 
-Statute states th3.t up'on agreement 'between employer and employee an employer may 
contribute to employee's MSA exclusively or in addition to medical coverage 

Colorado· 

-Maximum contribution $3.000. (Employer 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 ihe benefit ofemployee who makes deposits into medical 
saVings account. . . 

.-Employer or employee may establish MSA • . . . . , 

Idaho· . 

-Maximum contribution (empl~yer and employee 'combined) $2,000 . 

-No specifications on benefit package for insurance policy used with MSA . 

-Employer may offer to establish MSAs for employees or may contribute to employee's 

existing MSA . 
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-Maximum contribution of$3,000 per ta~payer ($6,000 only in case of two account. 
holders filing joint return). adjusted annually for CPI . 
-"Qualified higher deductible health plan" means a health coveragepoliey or contract that 
provides'for payments for covered benefits that exceed the "higher deductible" and that is 
purchased by employer for employee for whom emp10yer makes deposits into a msa 
(Clhigher 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 ofa "qualified higher deductible plan" or 
employer contribution into MSA. 

Indiana­

-Deductibles must be between $1,000 and $5,000-figures to be adjusted 
-"Qualified higher deductible health plan" means a health policy that provides for payment 
ofeligible medica1 expenses (defined in tax code) after "higher deductible" (Defined as 
$1-S.000)is exceeded· . 
-Contributions must not exceed $5,000. 
-MSA programs to be established by employer and employee may contribute but may riot 
contribute an amount larger than necessary to make balance in account equal to the 
deductible 

Michigan·
, 

,.Maximum contribution $3,000, minimum deductible for higher deductible plan $1,000 
and max. deductible is $3,000; (Asof'94) to be' adjusted annually according to general . 
price level . 
-"Qualified higher deductibJe heaIthplan"means health coverage policy that pays for 
coveied·benefits in excess ofdeductibJe and that is purchased for benefit ofMSA account 
holder . 
-Employer or resident of state may establish MSA 

MiSSissippi­

.Deducrlbles betweeli$1,250 and $2,500 for individuals, between $1,750 and $3,500 for 
health coverage provided to individual and dependents 
-"Qualified higher deductible plan" is health policy that provides for payment ofcovered 
expenses in exceSs ofthe higher deductible 
- MSAcan be established by employer or resident 
·MSA program includes employer purchase ofqualified higher deductible plan and 
employer or individual payemnt into a msa an amount equaJ to at least 66l!3% of premium 
reduction realized by purchase ofhigher deductlble plan 
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Missouri 

-Benefit package must include a contribution level that will be in lieu of premiums that ' 

would have been charged for standard small group plan ' 

-Regulation specifies that 50% ofthe 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. ofinsurance in consultation with Dept. ofHea1th to define "bona fide medical and 

health care expenses" . 
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CO'lved I!Jlder the boIdel'. a:tath!g medical _erASe.. AftArauhmttting II(lproprlat.f 
dO~lI!.11tio11 to the trwstee, tile botder may also be relmbllrrled by the tnufae 0Il1 
of !WlIlIable .e.:mmt morou far eli;ible medJcaJ eJ!PI!1I8t1!1 paid directly by the bDldet 
during the bu.ble )'ear... , , 

F. The ateounL bolder may wtUidraw meDies from the Indlwdual medltalll8VinBl. 
e.eeount tor pllrpMU oUler thlln those upeNles a111)!.11!Jd punruaot to subeeetioll E or 
this llti!Uon an the lilBt buainellll day 01 " cAlendllr )'I!1Ir 'l'lithout IlICIlJ"rlDg • 
"ithdnwai peoalt,y. Motley wlthdre._ punmant to this eubeection IlJ C01'otIidue~ 
'Il~e foJ' the purposes of com~ Arizona edjUlltedgrol!8lDl!DIDe. U an 1I0c0u1lt. 
Mldu wlthdrawa monel' at. any other time Cor pmpo!IPS other thsJI thoee 8l!P~ 
allowed pur!!llllnt. r.o 8llbse.eUon E of this .ectio!! or 118 provided by IlUbeecllcm a Gl 
this ucllllO, 011 of the tollowUtll' app'r: 
426 Alldllla...111 tn~ a, ~ "lllan. III ~ 

eavll1gll eCCOlUlt. 1$ alllab!ll!bed. 

'. 2.' "P.:~iIb1e ineidJraI expelUll" meau upIllL!ll!ill paid bl or Cln behlllJ' of an a_t 
holder tor medical ~e that !j desl7l'bed In section 213{d) of U!e Intemal l"ElVemue 
~k . 

8. "H~ld" DleaM the t.a.~r, the spDUlIe &:od thoSe pel'1lons thllt the 
t.a.'qIa~ cl!dlns u dependents pwwant totiilil chapt.u 10 of &hoi!! liIe. 

4. "'l'rus~" meanl: 

lal A fiollnC!ial lDaUbltiOD that II luthllnad to eonrJnd bualne!!ll 1ft thla elate ·lL9a 
tidudary. 

JkIdIhn~ .111 hIIIlc.... tr ~ delelJa.. trr tI4I:MuI 427 

~CJ\}J~)v \11\ '" 
&d LI!G18LA'nIRE..:!h. 120. § 2 

See. 2. 8ec:tion 43-1028, Arfulrta R.e'rised StabJ.tea, fa amended to read: 

---'~4:J...1M8.- _lndbldua1-medlcl!II.nrinp_lCetlUabi_.deRnIIlOM_ -. - ­
A.. Fill" taub1e 7eaT11 beginning fJm:R aud after Deeember 81, 191M, a reBldtd 

\1IA1llBlAbUsb mI Indtricltud 'medleal .avtnp account. AD Irldlviduai medical savings 
aceount Is • trust ereated or organl:r;ed to pa)' eligible medical liIlIPeruJllS. Tbe 
aoeoullt.lIolder mil)' aubtraei the &mourtt. ofdefMllJlte to In htd1Y:ldPl medJr:III Itlvlngs' 
8C)COllnt dnrlI\i the tanbIe )'ear In computiDg Arizona acUustl!!d grOlla ineolM udar 
eectloll43-1022. ' 

8. On agreement betweell an employe.- and employee' III employer mil)' either: 
I. Contrihclte ... Ute employee'll hldtvldual rnedJeat ,,-vi. 8t'Jeount. Emplo)W 

bOnlrlbuliolllt to III emplo1ee's 1I«01lDt. rue lIol eoMldered to be faccms to Ute 
~oyee untJI they an wlUtdl'll'l'nl from tha aeeounL ­

It Make or to'IItillUe to mab oontrlbulJoruJ toward the employee'. m.ed1ca1 
coverage. 

8. Contrl~ I eombtJiation 01 mom. to Ute Imptoyu'. IDdividual medJeaI 
savings -aCC01lPt aDd -medJeaI CO'Vllge., • 
. C. _111 ellCk tauble )'ear, tolal tlepOllltil made t.o lbe IiItOOWlt froIn ,,[thllf' UiIl 
ICOOunt holder or the lJefount. holder's employer shall not. -.eed lhlI folkrilriJt8: 

1. For lbel9911 taDble ),ear, either: 

kol )Sill ..riM 01_ Two th_and doUIIr'II lor the aoe_1. holder. 

~ Mal. __ ..... ......, thoilsand &JOan for the ae_' hMdvJhllI 111M 111­

ClwI one thclIJlIIIltd dollan for e~h 01 the 8C1)MJDt holder's d.epe 411148 up to • 
mulmum olllnc!ependenta. 

2 .. For IUhaeqnent Wl\ble yelllS,' the depertmenl Ihall adJlI1It the madmum' 
amounts preac:ribed b,. paragraph I of this IUblW!.cl;fon IIC!OO!"dini to lbe unual 
eha!1ge In the GOP priee deflator ,18 defined tn section U -6B.1. 

D. FGr the 1995 tuJlble yeU', M _,aMi" ~ Ia eligible to subtract, 
from Arizoftllptlllll meom~ depo&lbl to lrldividual ~lavIJlgIIllecoon" tolallDg 
more _t.bn 'Ilur thousand. clollllnl 'With reeueet. to the ~8 houaehold. FIlr 
8Ubeequent Luable 7eaT11, th8 cL!part.filMt ihlll adJul II maamum amouut. 
Retording to the aOllUai ,eh8\1g9 m the GDP pricedaO~"'r .. delined. In ~ 
41-683. 

E. The 1ndMdual medleal ~vinp aee9\mt ahaD be este.bllsbed "8 but under 
tIii!" 1&W!l of this 1Ita~ end placd wllh. trII1I&ee. At. lbe time tke medical swge 
lJefount. II eebblluhecl the ~fe. IIhaU 11G4itJ the ~eol1Oll!o!d,,·of potential fedval 
Income tax Ballillty tbat may be IIISOclated wW1 lbe aoemmt. The ~ aha! lIBe 
the rMnJeIIln an Indi"'dual medJcaI 8ariQgIII ICl)MJllt lolel, to pay medleal 1IlIpM188 O. 
the aceount holder Md the bolder'llllpaule .1Id dependenta thaL.are not otherw\.ali 

FIRST REGuLAR SESSIOH-I9!l5 Ch•. t 2 

1. Ttui mnwnt 01 the withdrawal " eonaIdend In_ fill' the ~!IIIl of 
mmpntln, .t\rizollil adJlI1Il.ed (II'CIBS Inrom8. ­

2. The ~ uoout bolderllh.eJ1,Pay~•.peludty.Jequal"toten_per_eentot.the : 
amount. -oCtJie-",,1fWIraWiil, i4 thii departmeJt& III the SlIme tllne 118 Ute ~ 
~eollDt bolder lih!lIlhe moome w return under this tWe lor f.ba taxable yev. The 
elate treesImIr lIhall eredJt. penalt)r molliea to the stale general fu.Dd. ­

nLhold 

Go L The Intlfae of an indMduai medical earring. 1WCOUnf. shall Ibke IlUclt 
reporti regardJlW the lIeeout to the deperiment. tmd the &eeOllnt holder with reepect 
to eontn"bullDllII, hIeoI1Ie e&rlIed tIuJiI\g the IaDble yeU', dJl1ribotJrm, &.Dd IIUeb other , 
matte"' as tne depe.rflunt. may requin by· rule. The reporl. flhall be: 

.~ 1. Ftled wlUt the deparbnenl at the time lind In the m&lHIU pJ"l!8eribed by Ule 
4J8)111mherd. • " "' 
,2. Jl'umished to the ~DWlt holdar bt the tnaDftlr pre!leribe4 b)' the department 

or, or befClnl Jaoo8ll' 81 01' &he r:IIIend.ar )'1!IIf' fil~ the l!IIIendlll' )'I!1Ir to wtdclt
'he reJlClrl. relalu. .. 

i. l:. Filr purposes of tbI!II lIe1!1ion: 

L ..~lIt boIdB" m_ en IDdMdual 011 whorIe behalf u·'ndlvldlllll m~d1e.a1-
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(2:,4) '·Eligible medical .exPense" .me.llJ;l~ 'azi~~~dical'e~~n;s'e that is ' 

deductible for purposes of !!Jection 213 (a) oft:qe:.i,nterll1!l~ revenue code. 


(2.:5) '"Employee" means the indiviaual for whose benefit a medical 

'ving,s account is established. 


(2.:6) "Employer" means a person 'or entity employing one or more 

persoris in this state, excluding the federal government.


f 

(3)' "Medical savings account· means an account established to pay the 	 . 
eligi~le medical expenses of an account holder ana his or her spouse and 	

, 

depen~entchildren, if any. 

(3.i5) "Qualified higher deductible health plan- means a health ' ' 
cover~ge policy, certificate" or contract ~hat pro~ides for ,the paym., . 

of covered benefits that exceed the deductlble, wh1ch shall not excee ' 

three ithousand dollars. and that is purchased by an employer for the ,
"1'
benefllt of an employee who makes deposits into a medical savings ' " , 

accow:it. ' ..' '" " ' , ' 


(4)1 (Deleted by amendment, L. 94: p. 2840 § 7, effective January 1, 

1995. ), 


HISTORY ,L. 86: p.1121, § 1; L. 88: p. 419, § 16: L. 89: p~622.§ 19; L. 
~~: p. 2840. ,S 7. 

DATE NEW 	 "i986 

DATE AMENDED 19,8~; 1989; 1994 

SUBJECT' :CA'l'EGORY 	 060 - Health· -j,;nsurance' I insurers 

080 -Group insurance (all 'lines)." ' . 


'DEFINI'l'lONS :C' Account admiui'6t:r:il:t:or, >, ,< Account holder > 
< DepEindentchild' > <. Eligible 'medical expense >, '< ,'Employee ,>' 

Employer). < Medical s.av.ings, account ~' ' 
QuaJ!ifiea ,higher deductii:;l.'e,ilealt.h plan > 

INFORMATION ri:PE . TEXT 

DOCUMENT ID 'co STAT RL 39-'22-50".6 
;_==:==_~:====~=====~~ee••m~===~a_••~.==.__============~=••se•••~~=====••~5 

. ,~.,:' 

Colorado ,Statutes,';';, Insurance Rela'ted Laws' 

! ',. " "TITLE 39....:;...~ TAXATION:" 


Article 22:--INCOKE.TAX 

Part ~" Special Rules ' 


19-22-504.7 	 Medical savings accounts ~- establis~ent ~~ contributions 
-- distributions -- restrictions --taxation ..:- portability 

(l)i(a) Establishment of accounts. On i,Uld,afteriJanuary 1. 1995. an 

employer may offer to establi'shmedical savings'accounts.


I 	 ' , 

, (0); An employee on whose behal'f' a medical savings Account has not 

been ~stablished by his or her'employer may establish such an account on 

his oZ; her own' behalf. ", 


(2)i (a)~chyea~ an employe:r may contribUte t'Ot an employee is, medical 

savings account an amount, that does not exceed three thousand dollaX's. 
 1/.'l ',' 	 '.' ' 

(b)! If an emPloyer est.ablishes a medical, savings" account for an 

emploY,ee. J;lut" co~tri~tes less 't,han, the, 'maxixin.imset,~ f~rt~in: p~ragraph 

(a) of thl,8 subsect10n (2), the employ~e Jt!B.y'contrlbute the'dl.fference 

in ac~ordance with the prDvisions of paragraph (d) of'this subsection 

''?). ~ 	 ", 

, , 

(c)' AneIilployee who establishes, bis or her own inedical savings.. 
account may contribute .to such account an amount that does not ,exceed 
the maximum set forth in paragxaph.',fa) of thiSs'Ubsection (2)·, Ariy such 
contribution is to be made,in accord&zice with'the,provisions of 
parag~aph (d) of this subsection (2)~' '" , 

Cd) Employee contributions -- pretax. (I) All employee contributions
! 



, 

' 
or 

for 

.' ~'. " 	 '>" '. ,"',"
,', 

;', ,'.06/2 196", FiU14:17.,FAX 202 624, ~579."":':';:i'NAIC,' ,,' ' .... " 
:"": ~ " '::" .' :'.;:' '; " '.i: ,"';, ,',:, ,.":, ,,' :,: ,> ,', ;:' • ," " ',." ' " 

andtller pe~ent' home' or principal est,8.blisnment':is "eatabl:.~sh'ed. ' , ' 

. ·Ei1g~ble medical expense"mean$'~ 'experise';p~i~'~ ~he~~&yer for 
medical care described in Section 213 Cd) of' ,the Internal Revenue 
Code. ;{Footnote 6} . 

. 	 , . , 	 ' 

•Employee· means the individual tor whose benefit or for the bene-ftt 
. whose- dependents a medical care savings account is estaJ)lished . 
ploYeeincludes a self-employedindiv1dual.

I ' 

tlH:igher dedUctible- means a deductible of:n~t'less than $1,000 and ~ 
not more than $3 I 000 for '1994. Thisminiinum and maximum shall be 
adjusited annually by the Department of Revenue ,to re.flect increases' in 
the C,onsumer price index for the United States as defined and officially 
repol1eed by the United States Department of Labor. 

';Medical 'care savingsaccoune" or ,ftaccount~ means an account 
esta}jlished in this staee'pursuant to a medic8.lcaresavings account 
progr:am. to.P~y 'thet eligible medical expenses.' of ,an"employee and his: or 
her dependents. ' 	 , , , , . 

. ' 

-Medical care savings accountpr:ogram" or' ·program-. ,means a program 
that:includes,a1l,of the following: 

«1) The purchase by an employer ,of 'a qualified'higher deductible 

health plan tor the benefit. of ,an employee and,bisor her dependents. 


(2) The contr±buti'on on'behaU'of' anemplo~e~ "into a medical care 
savi~gsaccount' by his or her, f!11IPloyer ofallo:r;-'par,toft:he premium 
differential realized by the employer based "on th~'purchaseof a 
qualified higher' deductible health plan for: the,','benefit of, theemployee~ 
An employer:,that did"not preyious,ly:providea:'health,~overage policY. 
certificate., or' contract for his er, bel'. eittployees (may contribute all 
part· of ehe deductible of, ehe·pla,n purchased pur'suant,'to: paragraph. (1) • 
For, ,199'. 'a. contribueion under, this paragraphmaYrl.otexceed $6; QOO 
2 t~ay~rs filing a j~int ,return, if each taxpayer;hai;; ,a"inedieal:~~re ' 
S&~a;:.cQl1U.t bUt:: ne.l.ther i's covered by t.he ,o~~r's,"health,cove:rage, 
or $3: i aw ':irr: aIr, ot:'l'mr Cases .;'1'hese maximum· amounts~shal1 ~be ,adJusted' , 

f rlvirlFy bY: f:-lie-Di!partment of'Revenu.e' 'torE\flect"increases: ir{:the~".' , 

. :~~p%1ce ,ino.exfor>tbe 'united 'States ,as f,~f1.nea:;'anCi·,:officiall:y. . 

:r::eP:c#te.d..:~:tl?,:~ :tini~ed State~::oepa'~t~ent:orf,~f~.~y': '-;:'" ,:,\,,\. ::' ,: ;:';'\::~'::' " 


.," (3) ,'.ltD. ~c~~unt; a~ns.strator; :to acmdni~t~r'~~ 'meai~al:c~te'savings 

, acmimt froni., whi'ch pa»tient of clai~ is uiad4!f. Noe';,more trum 30 days' " 

, after, an ,account administrator, 'begins to ,aClm1nister' an 'account:'-, the ' 

adminiisti:ator,'sh~lI" notlfy' in; 'writing each" emplOYef!' on ',whose behalf the 

adininistraeor :administ.ers an, account of the: dat6i'cif·the'last Dusiness 


,day'of the" adMinistrator's business year: ".:' "', , 
, ;. ' ,', " "'-	 '" ":, .'. - .; " .' " • >'" ." ." '" • ,. >,' • -; • 

·Oualifi'ed, 'higher deductibla health plan- : means '.a:health coverage 
pol1q. cereificate;· or contra:ct'~ cha.t pro:vides-for,', paYments for covered 
,bene'fitsthat exceed the higher deductible"and'th~t_is"purchased by an ' 
empl;oyer for 'the benefit of an emPloyee for whom tbEi employer makes 
depo'sits into a medical care savings account. ' 

I ' , 

HISTORY P.A. 88~ 648. § 5. 

{Footnote l} :U5 ItCS 125/1- 1 at seq. 

'-
(Footnote 2) , 815 ILCS 5/1 et' seq.' 

\ 	 ",I 

{Footnote 3} 215 	 ILCS 5/511.100 et. seq. 

.. 
 ,

,{Footn~te 4} 225 ILCS 450/0.01 et seq. ' 

, {Footnote 5} 29 U.S.C. § 1001 et seq. 

{Footnote 6} 26U.S.C. § 213 (d) . 

Jj NEW 1995 

SUBJECT CATEGORY 060 Health insurance / insurersI 	 . 065 . ' Health se:vicie, cOrPorcitions 

,080 - Group inSu,rance,(all,'liries)

300 The policy,,' . . 
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INSURANCE-l\IEDICAL CARE SAVINGS ACCOUNT ACT 

PUBLIC ACT !!&-M8 

H.B. lOGS 

r cOllml!mini h111UI'8nt:'l1! mat"'.... 

..•. elHI~ b" 1116 Peopla i,tf tlUJ State of IUiUDia, ftIP'1I,e~ (Ho t1uJGeNmll AUIlIRbl,: 

I~ ".A.; 8z.o 1L(s 162/JI 
~ I Short tllle. ThIs Adlll.llJ be ,!ted 38 tb.i! .Medical Can Savlnp AeeouDl AeL 
I '.A. 830 ,ILCS 16Z1&J 
"'" Definitiol1lll. In t.hIa Ad: 
• • ·mnt. adminlstratur" IDllanll ,.", of the followllllr. 

. , '. A lIational m' state cbllll'1.l!lrp.d bank, I federal' (lr lliate dlanP.l'ed !1I"illp and loaD 
1l\Uon. a federal or slale chartered IIavillga bank. or Ii (editral or eta!.e ehartered eredi' 
'. 

•. , A. I:rusI. oompaoJ authorized to set. lUI I Ddudary. 
.' AI! lnau.ra.ace eonlPlIII1 auehot'ized to do boe.iaesa In IhIa Slate under llie lDlnola 
'. Iln~ Code lora heaitlt. ma,intenAllCe oqanlllltioll luthorlzed to do buNnR. III tbtl 

undar Ihe Health ,,!.rntenance OTgaabation A.d.­
. A dealer. salnpel'llOn. or 1D"esbmmt adriser registered under the IWMls Seeuritle, 

I '.' "r 1$&3,1 . . ." 
,'. A.n IIdminist.rlltor lIS derIDed In SectjOIl 511.101 (If lhe I1UlloJs InsUrance Cede wI1.o is 

II' ......".!d .nder htlcle XXXI , or tha~ Code.I . 
u '. A eerWled pub/k __Itant.. rep;t.ere4 UDder the IDlnoil rubUe A«ouotlng' Acl ...... 
< ; '. An aU01'IIey a-d to praetleela Ud8 8taf.Ii. .
Z.· 

: '. AD employer.·J1 the .employer baa • seJf.l:nllWed health pia under the federal. 
·,.~~e RetiruM!1IL 111_ Security Ad. 011914 (ERI8A).1 . 

I' 1\.11 empI01W that partlelpatea In the rnecIkal care IIIIvloP Ml'OUld. prograna. 
~tibte"mUlWl the IotaldedueUbte ror an em~ and aJldw .depetJod8llt& 01 i.hat . 

':". 
f'" • . -"! for a eillend:ir year. . . '. 

~ 
· '!_nt." meaD the apouae of ttle employee or a duld 01 IlIe employee " the ('bUd fa. 

..... ... 'he foDowiaK: . ': 	 .' ':: " . . . 
. IIQ . '. U.der l'le&n! of age, or under!31Nn IIf III' aad ......... run-lima atudliat at. ' GO 

· wlldlt.ed coI1ep or IlDIwnlit,y. . '. 
.". 
« • ~Iy .nt.ltled to the pl'G'l'lsion of proper or D!lelWllJ')' aubl!!8tence,' oountioD, 
co , : '·'.1 rare~ or other 9ft De-lU7 Citr IUs or her hNIth. guidaace. or ,.~ alld . ­

~.. ".1_ emaaelpaled. MIHllJ'POrting. manied. or a raemher .r u. ~fOrCl!e 01 t.hlI.« 
o , .' ·,1 Stab!s. 	 . ', 
« 

• I ltT entaI1y or p~1,v IncApacltat.ed to the extan\ thai he or she Ii! _ seII.8Umdeut. ~ 

~ I . ·,'ldle" mBDI a plaee where aalDdlftWbaa hili or her lru.. bI~and ~'.' 
hI": : ·.wl priIIdpal IlltabUllhml'iftt. to whIck,'W'hIU:se_abMDt,. lie \\II' •••tarida t6 retum: 

.... u.. .~., COIitmues ul1t1ll1lother permaaen1 bcmIIt.Dr prIndpaJ alabU~.1a 811~ 

...... · .•. ·;t,le; medical expenM" ml'lUlS 11111 eZplmae paJd b{ tbetupl)'er for medteai cUe 
' 

Ik ... ..,j iii Sec:tion 21:f(d) of tIM ''IItem'' R~ Code. . '.' . ..". 
,..... 

• I lI~ea _,nII the Individual Car whGae befteflt. ill' ror the b2neDt 01 whose dependellls . 
..... . R. " ,. ,,1 eare Nvil1(lllllft'OImt Is establlshed.·· Employee lattudel II self..amp.d ImIivIduaI.- .. 

. g: J.II • . . .wlllon. In IIIl1cllfed.tr u",IIIM; dellll_ IIIf' &IdIIIIUI 

~. 
co 	

: " -..... 
~""".: 

"'­
CO 
o 

·,.1.... 

.sat REGULAR SESSION. P.A: 8~48; A 

· "Higher dedllCUbls" meema dedudibl. ~f n~ Iet& Uuuf'I.OOO and 1I~ lMJ'e thltll'I3.000 
for 1994. Thb mtnfmllll\ .Dod ll'luimum shan be adjusted 4l1riUaJly. by the Departmellt w 
Reven~ to ref1eet roerea&es in the C!ODI!UI:IlI1t' prit.e Index lor the Uaited Statts as defined and 
ofiiehllly reported by the United Stale!! Department of LlIbor. . , 

·"MedltRl eare lIrM:ngfi lK'oodnl" or "aClicmnt" ~I\II an ae~oun' eBlabllabed' im:·tlils fila'. 
ptI'I'1IIllllt 10 a mediral care mvJnp aoeount program w~ the eligible medical ellpe'nseil or an 

· employee Slid Ids or her. dependents. . 
"I\fedlal eJlre savJnp II«OUnt. )JnJgJ'IID1" 61' "progrll.m" imlallll 11 program that Includes all (If

tile Cotkl'll1ng: 

(J) Tbe purcbase :by In employ~r of a quallned higher dedueUblp. hp.alth plan ;or Illra 
benefit of an employee IIl1d tus.OJ' Mr dePendentti. '. . , . 

(2) 'The eontn'bution on behalf ~f If!) employee lmo It _dital Mire sa,;. a~ot by hie 
· 	or her employer 01 all or part oC lhe premiUIII dlifel't'lllial realized by the employer. based 

on the purdl3IIe 01 It ..lI:iiIifled higher dedut!tlbJe health pia» (or the benefil cit the.empl~. 
An emploJer tlwd. dtd IlOl. pn!'I'foulll, proyIde a health coverage poliey'. eertif~, or 

· tontrac.t (OT his 01' her employees !All)' C'CIlIbiIJuW all or pan 0( the deducUble 01 the;1Im . 
purchased purauaal, Co pansraph (1). Fill' 1994. a ccmt:rIbutIoJr uniler thi& pat'llgnlpllmay 
nut. ureed S6.OOD for ItUpayeJ1l 1iIIII, a Jaint. ratlma. if eada tupllyt'r h!I8 I'InedUl.CII'e 

"BR\oIap .IIII.m1n1.buL DI'it1l.er is _ed bl the DIJIer~'" health tOYel1lge, or '$3.000 bp :all otber, 
· cllRi. Tbe8e.maximum amoantl nU be adjulted unDally by the De;m;ment. of R.wen'lle 

·reOP.et ~euea iB the ~ prlee indei for lhetJlliled Sta~ as derllK'd and 
\ ....od'iclally reported by the UniCH States Departmellt 01 Labor. . 

13) Iut accoulll. alfmlalt.l7alor 1.0 admlllister the medic-III ftII'e sll\iDp locounl. Crom \,'hieb 
;-~ 01 ~bllS 1& matfe. NilL more than 30. da)'JI after'an IIeCOOI1t Idm~ be,ginl 
· to ;ittdliair.ter an _111m!.. the "dminbtrotor ahalllLOt/(y iA writhtJt I!aeh elllpio,see Of') __ 

behalf the adniEnialrllw IIdminW.er. An aecaunl of Ilae date of the last. busfAI'fi cia, or the 
· .dfnmletratot·' busJ_ rear. . .' . . 

"dualihtd hifber deductible health plan". tnelII18 a health _rage poll~. ~rWleate, or 

~Ilu... thllt.tD'oYideJ! (w Pll.)"mI'IlIte fw _wed b~efibr that exceed lbe h[gh.er deductible 

8n.d t.ha~ II ~ bf lID employer lor.the.beaerK 01 all employee for 'ft1uo.lhe empIo)'er
bIak" d~JlIIIiibi Inl.o. 1Ded1ca! Carll aarinp att'OllOt. .. . '. 

· ,m 'wIS.U!8LCS.ll2NI.-1elaeq;.!it Rq.. 	 . 
1111 'LCs WI .t. IIlq. 

I, lUll iI'OlI.JbO d Ieq. 
. .s.t.A. t· tbllt H seq.

• .at..\; 1!Ia' 
·'"h' '. 	 "­.' lS J. 8Itli.cs1iwJDJ '. 

:.j;1. .b. ~:qjTer~ taA c.rea.tmeat; . .' '. 
~.. W. talhbeRianlog 1Ift.er199I, iID esnpIoyer. exCll!pt u•. . btiid,Or·.·coDeeUW t........' ..._~ me,yofJer a~ care I~ 

:'." . tncnuriJo:imt~';-~· " .. '. :. ':' .......:> 
(bl 8eroriirGaldsig lID, ~tIoD ..... ~ an 1I.IIIJlI0)'e&' thatedm.~ ~eai ~ 

....~-~ .ahB.lllafonn aU Ita employeee ID writing of the (edmd.~... of 
'~'1urI8 riIade pImAiaIIt. to this Ad. 	 . . 

(e) EIcIpt. iII'IliOYidecfl" ... _ priaeipaI eootn"buW 1.0 III1Ci'rnr.rraL ei.med OD a 
, d\edlceI an, _'9sif'aclcoucd, IDd IIIOII8J retmllurW tit an emplD.ra. tor eIlgIlJIe mecHeal 
• ~emJeIJ a:ra ueIiIpt·tiu8l.axaUGO WIdu u.e·1IIlMIs 1_. TAlI Ad' 85 pi'ovifid in thaL';Ai!.' .'.. . ... 

: . '.ILa! &I101e:r~ , .. ', 

: . ,. it.iU.smiLCS:ISlII6J 
I 15. Ulle OI~nt.rtICIM)'&· ';' . 

. '. (a) TIle ~ adllJjnJstntor 1baiI' Itt.llizlll tilt mDne)'l held In a medbl eat!! .mags
.aecOlllll BOIefy (ar the pul'JlOM or pay!ng1he medial eJpeases Df the em~a ~ his or her 

. . ........ IIIdltalld ., 1I1111otfl!!!l; ~dlllIIoa• ., GIIieouI J8U . 
. '--. 

,', 

., .' 
. .. :..; ~ .. 

o~. .provided lb". 

http:emplD.ra
http:IIdminW.er
http:DI'it1l.er
http:alabU~.1a
http:bcmIIt.Dr
http:IncApacltat.ed
http:wlldlt.ed
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(22 Interest earned on pwney OIl deposit in a mediul ~are savings 1l(00000tj lind 
,ci) tJMme... 

(A) paid out or II medind ~ saying, F01lnt ror eligible medical e~Pl"I1se"i or 
(il) lI.~ed to reimburse :LI1 employee Illl' eligt1"e medicaJ expenllll!llj 
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I'.~. 92-199~, § 4 109th CENER.AL ASSEMBLY S.E.A. No. Z6i 

(1) Ill'ltock bonll8, II pp.np;iofl, a profit alw-lng. an IlDnulll. or II BlmllM' iliaD or arMm(lemf!bt. 
indullingll retirement plan for aelt-employed Individlll"s or II simplified cml,loYN pen.;'fbIj 
pIM;. 
(2) B;gavernment. or churc:h relir-emetlt p1a1l or coidrllct; or 
(3) an Individual retiremellt alllJw~ or indtl'jrlu al retirement at:t'OUnt; 

that hs int.eltded In good faith to qv.ai.lry as II reUremoent pllln undet: arpllcllblll provi!!ciblUlllf Un! 
[ntemlll ltoYemili Code 01 1986, _ amemled. . 

SEC'l'ION Ii. IE1I'FECTjvE .JANUARY 1. I!lDOl Thfs Il<'L IiIPP!W.I; !AI taxnble )'elliS 

beginning aRet December 31, I99/). 

)'f1pt<!ft'd MRt 141: 1~r,. 

IIEALTlllNSURANCE 

P.L. 9:J..1~ 

8.EA N9.5'16 

AH ACT to amenll th .. Jndioma Code amo:emml' hullJ801\ ""'....Ie.... 

B" it rmact«l fll'/ rAe G_rqJ JbB~!I af IlIe SlDfe oll,,4iatra: ~. f I 

SSCfION I. Ie 6-3-2-18 IS ADDED TO THE INDIANA COO»1\8 A NEW SEC-
TION TO READ AS FOLLOWS (EFFECTIVE JANUARY 1. 1996]: --

&.c. U1. (2) AD used in this seeUon, -eligible medical expense" hila the meMlng set rona 
in Ie 6-8--11-3.. 

(b) AD Wloo ia Ibia f;cctiOh, "medicsl care !\livings Itcoount- hu u.e meamng lie\. (orth In lC 
6-8-U-fi. 

(~ The IIIIIlMlDt at mooo de oBi 
established lor 811 em QJ1der I 
thrnugh I 6-3-7 as IRome or the e 
defMlSlted.lo tlie _nl. 

(d) 'The IIIIIOUDt of money lbat is: 
(1) wilhdn._ Cram II medic:aJ ('lire saviJlp EU:mIUll E'.alablhlhed 'Ol' an mnpluxye under IC 
6-8-11; and . 
(2) either: .• . 

(A) u8Ild lit Ute odmllrlslmWr at the ai:l!Vllnl (UI' II 11Ul])CJ&e lie' rOl'Ut In Ie 6-8-11-13; 
.!! 

't 

!:J.E.A. No. '·576 ,1995' FIRST REGtJ'LAR SESSION .:PJ...i·93+19ft .... ;<2 ":... ::.'. ", .;:. ;~: 

...... 
: .... f ~;. 

.' " '. ': • .' #~ !!.! t '.:0 , 
and emoDed AS II fulJ·time 8wdeilL at.an 

Ute armed (onee oClOeUiU ..... ~_""'. , 

2l1fi:~~!Y 01" phya!e't1ly IMIIP!!citated. CAl.ih.e: ~B~ u~}!.~ .~~:..~.~~~~;.~em-.. , 
sei:!. 8: As WJed in U. ehapter("eli ibIe llieiiicai 9' "',l ~.b,: a.h '~";raiitrOf' .~~ ._ 

medit"a1 eme (as &iiliea In Semon Ziii(i o1t.lle Intemal'1:ellve OOde}."; .:. ... : "i:~ 
. 8 ',' >- -.I ,- &u_ ~L. pte .". 1_'11 .:._.. &L_ • ..:.I:....JL.". :""" ·,,-1·,,(. ":If I~' . :" 

ee.... ..., WI"", W ...... =11 f, emp..,yee me... ", ...", UN.V.....lU:: .' ;1'...... i;;~i"';""'.:; "~,:,
(I) r. wboseben rt!; or . . .. . .' . '.. ........'. . .!: 

,or e. .' .' ,: .~; . : .. ' r :". ~.~; .t.H< i .":.1 ".:; 
(2) lor Ute benerlt orwbose dependenl8i . :, .,.: .• "'"'' .,'; " ;~ , .•'1' 

a medical care SllViDI!! IW!COIIot 1.8 e.stablished. .. ',. " ; , , .. 

Sec. IS. (a) A:s WIEld in IJ!.ij chapter, ror calendar )'eBr I!!II, "higher deducb"blli:" means a 
dedudible of:. .' : .. ' ":. ' . .' '..,:.. :!"":{'.' "!".:Iy;' 

11) noot. Iesa Ulan OIle thollsand dollars (.1,000); lIIIiI ..:' 4"~'::' :" __ ::.j':....~: 
L$ 
. ·11 

(2) Bot more than rWIII thooJand d4lU1MI (10.000.. . . ,'. '.' ·,l;r. :: ,:r·i",!;';"'i:::'~:/l '.r: 
€b) For calendar:real'll after 1m Ute term meau i dedadJbie·oi::-.~,;· ·:.·:··.~:,·,::;::;~;f·::·: 
(1) no' 1e&t thari Ifle IlBun! !!!!f. rorlh insubseetlan (a)(I), 8!llWlted Ilnd~ eub&.eetion (e}j ";;'11 . 

. (2) not more Ibllll IlL!! ngun 8II!t rortb III eubaec:UDn. (iX2i, agill8t.ed. imaer. IUbiedfOn' Celt 
(!!) 'the adJlIBIments referred CAl ill .la:bBel:ti'_ (hIm l1li4,(1,)(2" .,: .....11 -,it !,,:'; ~~'I:' ~';l::- .'. 
(I) may refled. iriaeases in IN genend level of.pric!e! sinee·i99lii~aoo.,i ::,,;,!i=:,.;:;-·;·ii L 
(2) must. be b_d on:· . . . . .;. I.' ... :1:. ,..:- .~: .;.~;~'; . '.(t; the Consumer PriCe 'ndell updR1ed ~0IIt,h\l by the Bareau of Labiir;~t.itiiitlei'or 

t uilLd State. Department (I( LabCtr, Ol', ... OJ' I . ... '.;:. """'.•. r. r! . 
~\,;~th:!'in:v~orJ~~B£eOiieitS'ta;:.U"!led Sbl~. bl. ~~~~ 

See. 6. AD VIed ill tIUe clm.pt.er, "medir;al care aavlng!! ace_t."· tlr "8Clt'O;mf' ': . 
~~et ea1:b~d ill, bldr" Ulldtr a me~CjI cBIJ ~ritlJfl. lewu~t. ~;~'fEW IIII! 
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(bLi "Account holder,- means th.are'sident' individual who'feseablishes 'a 
medicaicare'savings account'or ,for whose lxinefita. medical care' savings' 
accoun~ is established." ' 

(c) i-Deductible- ·means the total deductible for an employee or' 
.count holder and all the dependents of that employee or account holder 

for a 6alendar year.
. 	 I 


l 


(d) : -Dependent-" means the spouse of the employee:'or account holder Or 
a chil9. of the employee or, account holder, it the ,child is any 'of the 

follow~ng:, ' , ' , ' 


! 	 ~ .." 

(i) iUnder 23 years of age and enrolled as a full--time, student at 'an 
accredited college or university orunde;- 19 years' o,f age. , 

, ! .'" ,< - • - ' "-, -,', ,>' "-'-- "., ",: _.- :,' ", " 
(UlLegally entitled to the provIsion of proper, or ried~ssary " 

subsistence. ' education, ,medical care.. orothe£ca%:enecessary for his or 
her he~lth,guidance, or, well-n@ing and not 'ot~e~ise ,emancipated, : 
self-supporting, married, or a member of the ,anned', forces'of the United 
States I. 

I 
I " ' , ' ," " " "', ' 

(iii), Mentally or physically incapacitated to the extenttha't ,he or 
she is; notself:-sufficienc. ',': • , ' ,.' ,,'" ,,' , 

'l 

(elf IODcmU.~ile- means a place where" an: individual'Mehie,or her true. 
fixed, i and permanent home and principal es~ablishmant,' .to which,'" ' 
whenever abeent. he or she intends to r'eturn. 'DOmicile ,continues until, 
anot.he~ permanent. home; or principal establishment' is;est~blished. • 

I .' 	 . . 

I 	 ,,' '" ,,' ,
(f)l·Sligj,blemedic;;tl expens,elOmeans,ail expe~se ,paid "bY the taXpayer 

,formeaical caredes,crl'bed in section 2l3.(d) , of~theinteroa.lT~nue, 
, code~ 1 ' , '",," , , .''','';" .. ," ' "",," 


i ' '" ,,, " . ~" 

r ' , , ",' ,,' .," • , 

(Sil! -Employee" means. the individual for .Wh08.,';benefit~orfor -the 

'benefi:tof:whose ,'dependen,ts a medical care', savings;accQrm.t.:is;.: ",," 


tabliished~'EmPloyee includes a self;':'employed individual:,.:', ' 

'. - ;'"". ,>'. >~,' ,,: '. \::"-,, ."' .'-":-'~<.'''~ ~:': ;'. .' ,=,-':,>; ::' ~!:', ,:. -', ",.:' _"~ :-;~,::.'>:,-_ ~: '.:_><~'~~,:~-<~_~',.~ .' '-.,.,:,'. .. r ~ .-,: ­; - ' 

,,' (h).;· ERISA- mei!1ns., th,e .iemploye;- ree1rem~nt,inQome:sec~.ttY:ac:t ,o,f' 

, 1974 ":,e.·1o.1"ic" La:'w' 93':"406',' '88' "Sta't"", "8"".,0 """ :,,' ),',,: ,> "" '>;"':",< ',' :',: "" """ :" , 


. ,-. "f~~"-''': ''', d. ~ ,_,~ "'~ !_:, ,.' ,.' ~.: "._"iT,~:. r:' ',,:..:""'>' ' '~;.:.~':y~.-<:.',;., /~:\:,"!..j::'.J,.;},:"" ..,; .. ,."",,,,, 
, .. ,i' .'.. ', -' ',' : ",' ", ,:'. "':"""'''', I,' '..,.i· , •. ','~: :'-.:.. " .', ,;_ ;.: -'- ~,- .:,_~':~ ,.~::,.,._,'~,"'.' '> ,.. 
, . (l.)" ·H2.gher 'deducti,ble-means a,deduct1ble".j:)f~ not;~le$s"th8n $1,000.00 

and, not, more than $3 ;000. 00 for 1994:." ~This 'mii1i'inum:;aiid:~maxl.ti:W.m shail' be • 
adju.st'eci aMually,~y., th~'-:dJipartInent;~of:.ireaeury~J:o '~re~Ire:c~;:~:i;pcieil.ses .i,n 
the "ge'neral ,price leVel' ,as defined in .section 33 'of "ai::Ucle; IX) of the 
state 'const'itueion "o'f' '1963'" '" ."~'" ':.'~ ,j :>(,;" ., ,.;",


, • ' j : ': ",;~,,'t ; ,'" /",:.:';.: :~ ,,' " ,',<::, , ,", ,> 
l 

,<i'Y;(il:;:/~:~;; ',. , '" 

:'~j)l' -Medical care savings account- ' 010::-accoUnt II, means Jazi',.ccoUil1: . 


, establJisbed:':'1n, this. $tate pU::dniane' to a medical"diresavi'ngsaccount. 

progr*to pay the'eligible medicalexpens@s: ofan'emPloYee'or~ account 

holdeij and the dependents of, the employee or ,ac<::ount: holdeZ:.. . ,,:' , 


, . , ''. 	 .~, ' " , -;, ~ 

(k)l ·Medical.c~:re savi~gs a~eount 'progr'ali:t~ 'or "program·'tne4ri~.l of 
the following program$ ;' , ' ., . 

" 

. . . . '.' . :' ", ~,..: ',' 
, . 	 . . . 

",' 

http:1,000.00


..
1 . . . : ". 	 .",c" .....-·r 

", . . 141 013.'08/2~/98 "F'R114:19,,; F~ .2~2!J~~.~.8.~~9'i:.,.:';~':;;;;:~;,J~~If':V;>;!: ':::;}"(T':' ,\: : 

'. ; 

....."_Jii), ..,A·prograin :estaDlie~e:d·:l:?Y·an.:~l'oyer;:~~thli~\'did'·1'iot· prevJ;ously '~. ..... 
provj.de a health' cov:erage·p'C)~~~y,:certific#ite·;;or.·eontia:ct 0::' .. :: .:. 
self-.insured health plan that includes "aU' of· . t.hE(. following: .. 

, 	 . " ,....' ", - .' 

(A) The purcha~e by'anemployerof a qualified higher deductible 

health plan for the benefi.t of an employee and his or her dependents •. 
 . " 

IB) The contribution on behalf of an employee into' a medical care. 

savings account by his or her employer of all or part of the. deductible 

of th(a plan purchased pursuant. to subparagraph Iii) (A). The employee may 

contribute into the account in addition to a contribution by the 

employer all or part of the difference between the exnPloyer'.s 

contribUtion and the maxiIi:n.tm contribution as determined pursuant to this 

sub-s4bparagraph: A contribution under this sub-subparagraph shall not 

exceed S3,QQO~OO for 1994. For each year after 1994, this maximum shall 

be ad~ustBd annually by' the department of treasury to reflect increases 

in thegeneial price level 'as defined in section 33 of article IX of the 

statelconstitution' of 1963 ~ .. ' '. . ..' '. . . . 


I 

(iii) A program established by an accou~t holder that· includes all of 

the following: . 


(A) The purchase bY .the account holder 0.£ a qualified higher 

deductible health plan. for the benefit of the account holder and his or 


her (:rp:n:::::~bution by the '.ccoun~ holder not to' 'exdeed for ~:3 ,000.0 

1994 into a medical care savirigs account. For each year a ter 4, this 

JRaximUm shall be adjusted by the ,department of treasury to reflect 

increases in the general price level as defined in section 33 of arti'cle 

IX of. the state constitution of 1963. . 
,. 


. (1) -Qualified higherdeducti:Cle health plan" ·means a health "Ctl)~e 

policy,'certificate,' 'or .contrac;;:. . or· health plan that provides' for . 

payments, for·' covered.beri..fi~s)·.tha~exc:eed the higherdeducti]:)le and .~ 

is pu~chased'or esta]:)lished'bYan::s.ccount holder or by an employer. for 

r.he benefit of an account holder or employee for whom the account~ 


employer'makes'deposits into a medical care savings achD.nut_ 

, ,.' , " " ' 	 -,. ,\' 

HISTORY~ .P~A ..1994, 'Ne!.. 28'9/5'::'2.
. , : : '. ~ ,~;, 

DATE NEW 1994 

SUBJECT CATEGORY 	 OGO .-Heaithin8uran~e' iinsurers 

080 -Group 'insurance (all lines) 


DEFINITIONS < Ac~o~t~~iii~~;~f~r" ~ <' Account h~lder > <. Deductible . > 

< Dep~ndent >. < . Dornicile-;> «Eligi:Cle:'medi~al eXpense > < Employee > 

< ERISA :> < Higher 'deductible' >'.< Medical care savings account> 

<Account> < Med~cal c~e,saving8 account .program > < Program'> 

< Quafified higherdeduct~ple health plan > 


INFORMATION TYPE' 	TEXT 

WHATSNEW . 

DOC'UMEN'l' ~ 1D MI STAT IC 550."82'." 
: 	 , ' , "' ' 

:::====:C==7e=~I::=_C;;;=Z::======••=••_••".==,=====•••ma-==IIJ_A&a;:===::============__-= 

Michig~'statutes - Insurance Laws 
CHAPTER'SSO-";GENBRAL INSURANCE LAWS 
• ME!dic~l ':Care Savings Account Act ~ 

)50.983 :Medical care savings'aecountP~ogram 

Sec. 3. (1) For tax years begl.nning ·after 1993;: both of the following
apply: 

la) An employer. except as otherwise provided by statute.contract, 

or a collective b8.rgainingagreem~t; may offer a medical care savings 

accou4tp~ogram to the E!IIrli>loyer·s~loyees. 


(b) 'A resident ,ind~vidual; may. establish a medica.i· care s~wings, 

account,program forhlInSelf ~r'heraelf or for his,orher dependents. 


, 	 ~ " . . 

(2), Before making 	any contribUtions; 'an emPloyer tha.t offers a 

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


", ~~~' 	 .... \:. 1', ~'" 

, " ... ~ •• c ~.' .' ' ,,: " .' , ' , 


r,' '06/28/96 :-,FRV 14:,:20;,FAX 202,624~8S7.9;,"""",d>,,~;NAIC;;;;,,("" ';:~":;;"'" ,',,' , III Oi4 

l' . ' :'I:';t: .~"}:~':~".~:'::',< ~~~~.; ~':f.';:'·'~ <;";~ .>~:'::" ,; ~:' ~'. :. 'OJ' ":: " :. ; ,,'., ~ • :(.-:' "~,.;~,~:':'~ >\ \'~;"'~:;;\': ·~·~.5~~,~:'f~~~~~f;~~$~~:; ~:~:, ,'" ~,.' ,,::..:. r~~.>:1,' '<: .. ':. >, ," :~~' 'r' 
 ' 

, (")(f):,-High'er:de'ductible- means ';. 'deductfSle/of',nbtl4i'ss':t:l'l.anOne: 
• 	 '1'hou'sand'I'woHundredFifty Dollars'($1>250.00):J)u't.>not more than'I'wo 


Thousand Five HUndred Dollars ($2'; 500.00) for individual' health' ,
"I ' '" " , ,," "" .. " , 
coverage, and not less than One Thousand Seven Huridred Fifty DOllars 

[$1,'750.00) but not more than Three Thousand Five Hundred Dollars 

'~3.500.00)for health coverage provided to an individual and"his or her 

~enaents. in tax year 1994. Such deductible limits thQreaftershall be 

adjusted annually for increases in ,the cost of Hving. as measured by 
:: " the ~dical costs component' qf the Consumer Price Index. , ' 

; 

" 

'I 	 " .', . . " 
(g) -Medical savings account:." means an ,account establl.shed to:pay 


eli9'1~ie ~diC:al· expense of' t:he acco'!lIlt holder, and'his ,or her, ' 

depenj:1ents. , ' 


I 

(h) ,-Medical savings account' program- means, a ,program :that "includes 

, all of the following::


I , 


'(i') , The purchase by an employer of a qualified h'lgher dedu~tible ' 

health plan for the benefit of an employee'and hie or dependents or the 

purchl:tse b:f, ,a resident individual of a qualified higher deductible 

healt~,plan for his or her benefit:. or for'the benefit or his or he~ 

depen¢lenc.s. or both; " ' 


I ,', " " 	 , '", 
(11) The payment 'on behalf of an employee into a'medical sa.vings I 

' ' a.cco~t ,by, his or, her employer or payment into a medical ~'a;,ings account' 
, "by a resident individual on his or her behalf of at least, sixty-sHe: and 


two-thirds percent '(66 213', of thepremiun, reduction>realiz~d ,by the ' , 

purch~se of a qualified higher deduceible health>plan; ai1(i : , 


l ' , . 	 '," , 

(iii) An',account' administrator ,to administer ,the medical' savings 

~ccount and ,the :tei1l\burEiement.-of -eligible' medical, expenses' ,therefrom. 


, (l;·Qualified,hlgher .aeductib'1:e health plan" means an"accident' and 

healt~,insur~c::e, policy. certificate or contract that provides, for': 

payment, of coVlel:.ledexpen.ees ~t,oe~ thQhigher deductible 'a.nd that 

ispu:.b:::hased, bY: "" ' ' ' , " ;, ' 


. ....:! '.:,' , ',.j , "0. ~ '. . , . -. < .~ •• 

,(i) , All "employer f~;,,~e,4bemiffi"t; -:of :an, employ~e; or 


JiH"'A~~~i~~~t":indi~id~al.for' 'his: or'h~r'b~neifit. ' 

, • • .j,. , 'fr~ -.' • ~ .. '", • .:~ . " , ' .' . ',', , ':,. " ., • , j' ': 

,', ,,(~j' ~R~~ld~~~ :'individual" means ~ i~divi~~al wtl~, has a donlicile' in 
, \,. ­,:~I\,~tat'e;~:: ';' ,> ".,,': " 


,HISTORY'; ~~~::;,i994 ~:~' 'ch~' ~68. § 2. 

, 	", ,;' :;~:d' ,; j" ',,:,.' '.,: 

'DATE:NEW " ' ,l9~4' ',:, ' , 

'.' (, . ,-~ ,:' '~" ~, ...: ' 


, ,SUBJEC.rjCATEGORY: '060 Health insurance I ,insurers 

" 'OeD Group insurance (all lines) 


300 The pol,icy, ­
,S6Q Finance and investments 


DEFINITIONS: ,< 'A'c~ciunt 'administrator > < AccoUnt 'hoi.de~ >, < Dependent > 

< DOmiCile> <Eligib~e medical exPense ~_ < Higher deductible>' 

< MQd~cal'6~vings account> < Medical ,savings ,account program > 

<QUalified 

~ 

higher ,deductible
•• 

health plan >' < R.esident 
, 
individual > 


; 	 < •

• "j: : 	 <",-
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, ' 

i, ,-'In~urance R~lated Laws 

(........;....,.~__~~~~~..,l-- LABOR AND' INDUSTR.Y , " 


9 R_ MEDICAL SAVINGS ACCOUNT ACT 


71 3 VoluntarY med1cal~avings acco~~tprogr~
!, 	 ',' ,. " ',. ,:' . 

,Text ~f seetio~ rep~al~d effect,i~~.:ran~arY t.' ~998 
.1 . ",~ ;"0 ~.o (~\ I " '. ..~ • 

, ,(i~. Eaeh~~<>ie~i ~hal~', be permitted ·to ,offer; voluntarily .the 
followl.ng programs: " '" ' . "',' '.. " 

" I " 	 " ',' 

'(al; 	Continued 'coverage ~der the':einpl~~r' s e:ldsting health coveraae' 

http:followl.ng
http:1,'750.00


~ " ", .' , ..'. ': . 

" .. ' .:" ...•• ":·'~;"·:o_.:.:::~~15. 'f 
. 314?51116~ : ·P. ~"" " ..... 

. .:x .':.IClI"'". '.;' fIr:1.:;~~.'(' ;', ,,.'\oJ ': 
20 CSR400·.{·' ,... 

~. 
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ON AND U\'E.NtJE ' 1130 

Liaru; t.ablishc:d by th.c dcpllrtment of wuranec:. 
tnuc' Such '& bondi' package may bc' offered as an 
, al­ iJldiYiclu.a1 or graup pqlic;y or otl:icrli'llW'&nc:e ~\ 

arrangement by. anlnsurcrA ,·blOll.lth mainte. H' 
'118ft" grsanizaUOD.-- health services c:orpora.. I 

,ttO". or as a ioJ!-fuuded emplayer plan. A per­
o;Dta.ge . of the employe.r;'s, dcsfguatcd 

..._....:. ...... ~u:" ,l!XClaaea ' D,Y' ,.taMe at . contribll.tioll levol as ~tab1ishod. by' rule alid 
nile 1ael4 JDYlU4 b; IIIPreIM eoqlt, DO ~ rap&1atioll of thG depanmcnt tlr wurancc shall 
c[CI'1CJ to be cM.r1ed.-Al'I)' praVialOll at Ia.... to be used by the; in.&urer. hc:ahh maintenance.. 
tho contrary nolwlthstanding,wherc II ltatute ganl2atloD. hea1tb scivicca carparu,liaD. M'ILS a 
or a rule promulgated by tho director 1w C~. sclf"fuudc:d employer plan to purchase or pro­
eluded any inc:orne 'from tbe computation or vide I policy ar plan of major medical health 
\aX impa&ed under this chapter and is thereat. carc benefits Car tho msu.rc4, pcnIOD ud. 8.Qy 
tel' held ~y a fi.n.al dec:isicm of the Missouri su­ 'dCFndClltl. no ramaiudc:r or the employer's 
pre1ne crru.ff. to 'be iUvalid. the director .hall couttlbutlOil lev&:! not used. to provide :m.a.jor 
not be elltitled to .em" a notice or c!c6cioncy medical covc:raSC sliaU be wed to fund an in· 
ar taxes which resul:t trom .uch c;ourt aecidon dividual medical accaUI1L Funds ill the ac­
for any period occurri.nS prior ttl the d,le: of .count s&.an be used by \be:' insured pcrsotl or 
the court's mandate: or the Implementation of hh dependents, Jt any, £0 ''pay Cor \hllt p;trlion 
rcgulatlODJ interpreting such com decision. of bona fide medical and. health ClJU'CI exPe~cs 
whichever is later, not .:avercd by the poUey or plan of major 
U... 1990 H.B. 155i\ t /) medJCl.1 health Ihsurah~ coverage. lncluding 
U'1IC.1tI¥C '-12;90 auy deductible, capayment. ,or'coiniuranc:e re· 

143.'.98. To retam to (Gown number as. 
1Ilgae4 by c1irector to sc:!aool' mlltrict.-Evcry 
person IUin,s an individual inc:cme tax return 
.farm und~ this chapter ~haU place' in thm 
lpa.cc .,prOVIded an Slid [orm thc number u· 
JigDcd by the department of rCrvCDuc to the 
-sdloal"dlstrlet of which Lhc permn tiling Is a 
.n::sldent. 
-(;I....).1m H••, m J 2) 

10.999.: . Exciu.lob of emplGyer contribu­
dollS to DU,i...) rncdlw accoUllts-require­
meats for .eligihUiq ~f ~clulion-ndes, proce-­
dlll'e, tefietV.-l. Employer contributions to an 
individ.ual medical aeoount which are used to 
pay for health cllr~ c::(penses of [he cmplay\;C 
in accordaQcc wJtb thiJ ,"lion shell be eXQmpt 
from stalC ipc:ome to. under this chaptor, to 
tho extent such contribu.tions are not elCcl~ded. 
from gross incoh'lCi under Ui U.s.C. lOS IlDd 
16 U.S.C. 106 and regu,laticns promu\s8.ted 
thereunder, In order to qu.a1iIy Far such In ex­
emption fr,oM t.a.lI;IUori under this chapter. 
such conttlbuUo!:ls shaU. be made in ,ceof. 
dlS~cc with. bealth care covera.ge arrangc.monb 
wh,cb CiOnbLl.a. at a ~um the following . 
compeneIU.s: ' 

(J) 'rbe employer .ball anhulllly determine: 
a contribution lcV~l to·be expended for CClYU­

. age af an insured ~mQn allIS any dopendenu 
~hicb shall be in heu or any sta.ndatd indern: 
nlty or, bealth insurance provided l.mdcr II. 

hee,llh mJUtance benefit pac:lCllg; which i, !:S­

quircmdlts established by regulation of the de­
partment or insurance to ruscouragc unnl::Ce/l­
Silt)' use or health care: Icmecs. Fund.& in -.he 
mdividUaI medical aCcount shall be spent Cor 
no 'other purpose eu:ept " othcrwiae pr~
by this section; 

(2) Any amoUDt ill the inlu.rod.', Individual 
medical aCCOUI tlaat is 'Vl:kSpcmt at the. endc5f ' 
the year shllU r=:aaia In the ac:connt. ,.be .di· 
rector or the dcpartmea~ or insuranc:e shaU by 
rule and regulation establish a balan;e for the 
a"""nt whlab. it cxc:ccdad, shall allew, the in­
JUred to -ithdraw Ilny IDQftCYS in el;OUS of 
such balanc:e. Any money!! so withdrawn from 
the account IU'ld u'IleR:St earned Or!. such rnan­
eys shall be aubject to state mcaJUC ta.xa.tioD~ 

(l) The amOllDt hi an indivId.ual medical ac:o 

co\lnt shall not be wbjcct to '.I.&\e income tu­
auon while it remains In lhe account Any 
amount spent Croln the illdividual mc:.dical 11(:' 

count an medical ane!.' bealth care cJtpcn8cs aDd . 
interest a<:Cl\lc4 ~ such amount shaU be to- . 
tAlly cxc:mp~ from atate in('Qmc taxation; 

(.4) The insurer. health maU!.tenaJ)ee organi· 
zauon, health sDl'Vices corporation, or em­
ployer which -penson or provides hcralth insur­
ance 'coverqc as authori2et1 by t1iis section 
.ba.\1 administer the aa:ou.nt QD beb.a1! or the 
insurr.d petJOD ed any dependents. 

2. IU Used in thiJ ceelion. bona fide. medial 
and hwth care u;pcnses shaD he those medi­
calahd health ~W'cs as dc6tlad by regu­
lation or the department or influranc:c. Suc:;h 

..'~ 

,; 
! 
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In the process of calling each state. for additionai information on state regulation of 
medical savings accoUnts 

Montana 

• 	 Maximum contribution $3.000. 

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

,I 
I' . . 	 . 

. _ .._ ....__ ~.__LJ~ligible medical expenses means an expense paid by the employee or account holder 
....... 1----- .. for medical care defined by 26 USC § 213 (d) for the employee or accountbolder or a 

dependent of the employee or account holder. 

Nevada 

• 	 Account established by employer. 

, NewMexico 

• 	 ,Account established by the employer in which the employer provides a qualified 
higher deductible plan, contributes to a MSA. and appoints an accQunt administrator 
to administer 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 annuaJ1y the maximum employer contribution to 
reflect the last known increase in the medical care component of the consumer price 
index. For 1995, the employer's conttibution shall not exceed $3,000.,. 

i. 	 • Qualified higher deductible plan is a health coverage policy, certificate or conttact 
that provides for payments for covered health benefits that exceed the policy. 
certificate or contract deductible that is purchased by an employer for the benefit of an 
employee. 

• 	 Eligible medical expense 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 accoont. An individual 
or employer can purchase a qualifeid higher dedoctible 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 deposic 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 b~ed on the purchase of a qualified higher 
deductible plan. An employer thac did not previously provide a health plan or health 
coverage policy. can contribute all or part of the deductible of a qualified higher 
deductible plan. 

• 	 ,The amount of deposit for the fust 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 

i consumer price index. ' 

I 


.. ·'-·------'--.-'Aii-eligible medical expense isan'expense'paldby'the taxpayer for medical care 
described in section 213(d) of the Internal Revenue Code. 

, I 
, 

• 	 Account can be established by employer or indiv.idual. . 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 ~ account made by an employer on behalfof an employee, or 
, made by an individual account holder may not exceed the greater of $2,000 in thal tax 

year, or an amount equal to £he sum of all eligible medical expenses paid by the 
employee or account holder in that tax year. In this latter circumstance" eligible 
inedical'expen~s are expenses in that tax year that an insurance carrier has applied to 
the employee or account holder's deductible. 

i • 	 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. 

• 
• 	 Eligible medical expense means any expense paid by the laxpayer for medical 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). 
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West Virginia 

• 	 Any individual resident of the state 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 income tax purposes; 
lor insurance premiums for combined plans issues pursuant to trus section, but 
exlcuding expenses for cosmetic surgery as defined in section 213 of the Internal 
Revenue Code of 1986. as amended. 

• 	 Insurance Commissioner directed [0 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, 
J 	

mitigation, treatment, or prevention of disease, or for the purpose of affecting any 
strUcrure 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 defined in. section 213 'of the Internal 
Revenue Code of 1986. as amended. 

• 	 Insurance Commis!'\ioner directed to promulgate regs regarding the annual minimum 
and maximum contributions among other items. 

, ' , 


