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A healthsavings account (HSA) is a tadvantaged accountthatindividuals can useto pay fc

unreimbursed medical expenses (e.g., deductiblgsagments, coinsurance, and services not gyan J. Rosso

covered by insurancélthough eligibility to contribute to an HSA is assaigid withenrollment  analyst in Health Care
in high-deductible healtmsurancglans (HDHPs), HSAs are a trust/custodialaccount and al Financing

not health insurance.

HSAs have severaltaxadvantages: individual contributions are taxdeductible unless mad

through ecafeteria planemgdoyer contributionsindindividual contributions made through

cafeteria plamre excluded fromtaxable income and from Social Security, Medicare, and unemployment insurance taxes;
account earnings are taxexempt; and withdrawals are not taxed if ugedliited medical expenses.

Individuals may establish and contribute to an HSA for each month thatthey are covered undecaaliedHDHP, do

not have disqualifying coverage, and cannotccobntcarbk a i me d
established with an insurer, bank, or other Internal Revenue ServicafiR&)ved trustee and s tied to the individual.
Accountholders retain access to their accounts if they change employers, insurers, or sublseqaeetieligible to

contribute to the HSA

To be considered an HS@ualified HDHP, ehealth plan must meet severaltests: it must have a deductible above a certain
minimum level, it must limittotal annuadutof-pocketexpenditures for covered benefits to no more thartac maximum
level and it can provide only preventive care sendéges(for plan years beginning on or before December 31, 2021)
telehealth servicdsefore the deductible is met.202Q HSA-qualified HDHPs must have a minimum deductdfi&1 400

for selfonly coverage and $00for family coveragend arannual limit on owbf-pocket expenditures for covered benefits
that does not exceed $60 and $13@), respectivelyin 2021, HSAqualified HDHPs must have a minimum deductiifle
$1400 forselfonly coverage and $)0for family coveragand arannual limit on oubf-pocket expenditures for covered
benefitsthat does not exceed,$00 and $14,000, respectivelynese amounts are adjusted for inflation (rounded to the
nearest $50) annually.

If anindividualis eligible to contribute to an HSA atiye during a given taxyear, the totalamountthat individual may

contribute to his orher HSA is capped. Generally, the maximum amount an individual may contribute to hisorher HSA ina
taxyearis basd on the months during the yearthat he or she was considered HSA eligible; the type of HDHP coverage the
individualhad during thosemonths(selfin 1 y or family); and the individual’s
additional catchup contribudns). For 2020, the maximum annual amount an individual witkosifcoverage can

contribute to his orher HSA is $3,550 and the maximum annualamount anindividual with family coverage can contribute to
his orher HSA is $7,100-0r 2021, the maximum amial contribution limit amounts a$3,600 and $7,200 respectiveipr

those aged 55 orolder, the maxmum annualamount an individual can contribute to his orher HSA is increased by $1,000.
Individuals may have lower contribution limits if they were HSA eligible for the entire year.

Individuals may make tafxee HSA withdrawals to pay for the qualified medical expenses forthe accountholder, the

account holdéer spouse, or the account hold@ependentQualified medical expenséwclude the costsf diagnosis, cure,
mitigation, treatment, or prevention of disease andthe costs for treatments affecting any part of the body; the amounts paid
for transportation to receive medical care; and qualified-teng care services. In general, health inseggme miumsire

not considered qualifying medical expenses for HSA purgesesptn limited circumstancésWithdrawals not used to

pay for qualified medicalexpenses mustbeincludedinn d i vi dual ’s gross income when
andgenerally are also subject to a 20% penéigividuals do not needto be enrolled in an H§#alifiedHDHP to malke

withdrawals fronan HSA

Fortax year 2017, th&S estimated tha@million tax returns reported an HSA thatreceived employer tartitrins
(including preaxemployee contributionapd 19million taxreturns reported an HSA that receivetividualcontributions.
These populations are not mutually exclusive. Furthertioesalataareat the taxreturn level (not individual) and do not
account fomdividuals whowereeligible to contribute to adSAin 2017 but did not doso.
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Health Savings Accounts (HSAs)

Introduction

An HiSsA adtvamtaged account ptalaymtd is mdnieveifdobaulrss ecda n
medical expensespdemgnts . dedaictsibd@®@s¢ge,coand ser v
insurBnglkipty to ceinstrabudei dtoedSWwdehuenrbwld ment
health insurajhooverl®aAss a¢ HDHP st r ust/ custodial acc
insurance.

HS As were first aut horized mpm otvleaneMd d i caanrde MPrde s
Act ofP. 20-0MI@orE one t-ypka wadddvhatnattatghe d
accoéaumt antgheante nitn di vi duals crasne du snee dtiod apla ye xfpoern suensr

HSAs have several tax advantages: individual co
throogheter ieanpgd doayterriabnudh do ns dual contributions m
cafet earrieca epxlcalnuded fndmftraodmalBle iijanlec Sme va it y, Me.

unemployment aostbmdtaae etsaxmasy; be invested and an
earnings ar ewittahxd reaxwanlpst ; a rhe dn oqtu atla ¥d & di fmeudsiecda |

This report summualreszegovwdreniprg nkdS Asa,]l covering s
qualifying health insurance, c olntt riinbcuotripoonrsa,t ewi t
changes made to K9Asonasvia use Du kielda)s fep €2ddd eImi(cC GaVil dD
correspoadidsgemncludes fwiHSA ad adtias ctesmseinadnn d ®@ ns a1
i HDHP enr ol ]l metnitl izmd i HS A

Eligibility to Establish and

Individuals are eligible to esctoaabglrei suhn dienrd acnon t r
HSAualified HDHPs qudaol nfoyihmdeowamaoagebe claimed
on anot Hsert apx&rrseotnur n .

Whet her qsuoanmieiodn e si sf odre taenr mMdSnAe d as of the first o
might be eligible to comwmtfr ab gt sbentoitmmmh fi®sArin s o
For example, if someone firshis nd8AHeldi ginb ialni tHD
pediwould begin on IQedtiovh edm al s o finaatynhdk teweipte ht dhreaiw  HS
funidhsey become inetignanlkke cbntréebhntions until the
again.

Accosumtay be estahhissureadh cwotcho wpdamkisec,e s appr oved
Internal RelvRbhaoaemd@kd sedtuialadnceonutnt s A¢ khAsr) merdi ¢ al
savings ac cMBWARHS A{ Aralpdee c s t abldidsih d d nwilt moambank

1 Other categories of healttelated taxadvantaged accounts/arrangements include health flexible spending
arrangements (FSAs), Archer medical savings accounts (Archer MSAs), and health reimbursement arrangements
(HRAS). For more information on these tympdsax-advantaged accounts/arrangements|R8eP ublication 969:

Health Savings Accounts and Other Faavored Health Plans, Jaery 30, 2020athttps://mww.irs.govip ublirs-pdf/
p969.pdf Hereirafter IRS, Publication 969.

2Cafeteriaplana r ¢ f ur t h e Allodable Contsibutors . i n  «

3 Tax dependencsidetermined on a yearly basis anight not be known until the end of the yel®S, Publication

969 p.3

4 Archer MSAs are another type of healt#lated taxadvantaged account that individuals can use to set aside money to
pay for unreimbursed medical care. Because Archer MSAs sharesimaitarities to HSAs and existed before HSAs,
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entifiessumcheqadsandsarpepceréorvemehd t5Ak1 T RBi gible indivi
have the flexibility to establis horanmaHy Ac lwa d she a
not to establish an account

HSAualifid@Oe dhlicgh bl e Health Pl ans

To be HS A hqeuaalltihfuisptldame®t several tests: 1t mus:t

certain minimum dJoepvoeclk e ti te xnpuesntd iltiunriets ofuotr c over e

than a cert a,inamd xirtmuwamalidye sperleevent i ve care ser vic

beignning on or before Decembffaor 1t he 02CcYaatilhe a

Tablfeor t he mini mumodeodiketti B b TammAdeoa u tt h e

minmmueduct i-b¥peosc kaentd lountf t s for 2021

n adtdhp¢hisonc,over age cannot be limited to a mnarro
particular dmdgascoveecaglby o@lvheicsa goules i gned t o

emwtndi vidaat abf rmankiinngg athSdIA cont ri butions when 1

I
a
pr
they have i1is coverage for a marrow class of ben

Table 1.HSA -Qualified HDHP Deductible and Out -of-Pocket Limit Requirements

for 20 20
Requirement Self-Only Plan Family Plan
Minimum Deductible $1,400 $2,800
Out-of-Pocket Limit $6,900 $13,90

Source: Internal Revenue Service (IRB}ernal Revenue Bulle2idl922, Revenue Procedure 20185 ,May18,
2019 at https://www.irs.govrb/201922 IRB#REWROG2019-25.

Notes: HSA= health savings account. HDHPhigh-deductible health plamNot all HDHPs are considered HSA

qualified HDHPs. As aexample, plans may meet the deductible andofipocket limits but may cover more

than preventive care servicemnd telehealth servicesefore the deductible is met. Minimum deductible and-out

of-pocket limits apphonly to in-network payments forusualcustomary, and reasongbl€R)hargesUCR is

defined as 0the amount paid for a medical service in a ge
usually charge for the same or simil arGlossenati cal service. o
https://www.healthcare.gaglossanucr-usualcustomaryandreasonable/

Archer MSAs can be thought of as an older, more restrictive version of HSAs.

5|RS, Internal RevenuBulletin: 20042, Notice 20042, January 12, 2004, https://Mw.irs.govith/2004
02_IRB#NOT-20042. Hereinafter IR9nternal Revenue Bulletin: 2062, Notice 20042.

626 U.S.C. §223(c)(2) and IRBublication 969p. 3. Individuals should be able to find out from their insurer whether
theirhigh-deductible health plafHDHP) is HSA qualified Theycamot apply to the IRSoanaher government

agency for a determination.

726 U.S.C. §223(c)(2)(B).
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Mi ni mum Deductible

To be HSA qualisf iaendh,uad B Aktdlt yPRdn be 40 least §
for -eellyY o0 vifearagf amitl ymeotveb@@ElbedeasmoBat S8 are
djusted for inflation (rounded to the nearest

a
In addition, a health plnauyals, rceugsutiamadr yt,o athadk er €
charfges covethdtbamefi pttr whielne t e r mi ning whet her de
are YRete micianmmobté nc luded in meeting the deductible
I
r
d

f a headdehd upd taighulhefi e me p t rdirputgitiodna f f er ent t han
equirements for other benefits, in order for t
educt iabllse@enu stthen s mwmpu i .t ment s

OubbfLocket Limit

To be HS A hgeuaalltidii nuldaanb ml-odmibtc ket expenditures for
beneffoare-dfl y cmwetr aget 6 xXOZ@d $H57n9 @RF0D2r1 f a mily
politche sl,i mit musOt@ mo202& card .1$BNhe,sB0 0a mmu 02 lar e
adjusted fodedntfdathenndgaroasnt $50) annuvally.

Ge n e realrloyl,lsehea redmsgtu ¢ t ipbalyense,n t cs g anfdo rm eitmwsow tka n c e
coverage provi-geal iufnidectda kiflebnld Pi HiSts% ac count in det e
t hoevat4p oc kiemi t s a He we xheeeseedteldiimi t s s hould not be 1ir
omlolvadp oc ket expendi tEunrreosh yfeneetnghsp a b wshedrevaiscee.s
provi ddid tomwohrakt are in addithefintg. anboart aheeabil]
paamyent s for smatvicetwhdchdghidlywirfed ed HDHP do not <cou
ouvafpoc ke.tr Bmimu msHSfAp uw a tHhdeHR daanmoyd h e r  ianlssuwr admc e ot
count t o woafralc K eéite loiunti t

8RS, Internal Revenue Bulletin: 20122, Revenue Procedure 28-25, May B, 2019, ahttps://www.irs.govith/
201922_IRB#REVPROG201925 and IRS|nternal Revenue Bulleti?020-24, Revenue Procedure 2032, June
8, 2020, ahttps:/mww.irs.govith/2020-24_IRB#REVVPROCG2020-32. Hereinafter IRSnternal Revenue Bulletin:
201922, Revenue Procedure 20-P% and IRS|Internal Revenue Bulletir2020-24, Revenue Procedure 2032,
respectively.

9 This and other HSA inflation adjustments are basechue Chained Consumer Price Index for All Urban

Consumers published by ¢U.S. Department of Labor. 26 U.S.C. 8223(g)(1dB)vides that the measurement period

for HSA inflation adjustmentsis tHe2-month period ending on March 31 of theor year.

10ysual, customary, and reasonaljletUCR) is defined by the Centers for Medicare
a medical service in a geographic area based on what providersin the area usugllyfatthe same or similar

medical service.” Ce n tGlossarydthttps://Mevdeaakheareegoglssampbcdusuata i d ,
customaryandreasonable/f an enrollee pays a provider an amount greater than the UCR, then any amount above the

UCR does not count toward to the deductible.

11IRS, Internal Revenue Bulletin: 20045, Revenue Ruling 200488, April 12, 2004, ahttps://www.irs.govifb/2004
15 IRB#RR2004-38.

12|RS, Internal Revenue Bulletin: 20122, Revenue Procedure 20P% and IRS,Internal Revenue Bulletir2020-24,
Revenue Procedure 2032.
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Table 2. HSA -Qualified HDHP Deductible and Out  -of-Pocket Limit Requirements

for 2021
Requirement Self-Only Plan Family Plan
Minimum Deductible $1,400 $2,800
Out-of-Pocket Limit $7,000 $14,000

Source: Internal Revenue Service (IRBernal Revenue Bulle2®d20-24, Revenue Procedure 20282, June 8,
2020, athttps://www.irs.govrb/2020-24_IRB#REWR0OG2020-32.

Notes: HSA= health savings account. HDHPhigh-deductible health plafNot all HDHPs are considered HSA

qualified HDHPs. As an example, plans may meet the deductible araf-gaicket limits but may cover more

than preventive care services atalehealth services before the deductible is met. Minimum deductible and out

of-pocket limits apphonly to in-network payments forusual, customary, and reasor{alilk chargesUCR is

defined as 0the amount paid dabasedon whatproviderd intsescare¥ i ce i n a ge
usually charge for the same or si mil arGlossegdti c al service. o6
https://www.healthcare.gdylossarydcr-usualcustomaryandreasonable/

Services Allowed to Be Provided Before the I

Gener algqual iHHSiAed HDHPs are not allowed to provic

has been met-quabwlfived ¢c HBI Mo wed t o provide preve
and (for plan years beginning on or before Dece
deductible or with a deductible less than the a

requife ment

/ Ul YI OU®YIUw"BED 1U

Il RBui dpmowtikdgerteventincédba@d@arse s n,pterliiomdiitce dhetad t h
evaluations, rowthided premrat a mmaamd zwe¢libobns, t obac
obesityowsi pghtogr ams, and . 4Darruagesds medreenhiogssenm
considered phenwventkeoer byra@ operds on skhd alcd sorde feolr
that has not yet manifested pDtpeclfadmtenst yet Db
recurfence

Additionqudlif iHSJAA HDHPs are reqmuirweatd oheaolmphy
insuregaéeér ement to provide specified preventive
sharfFomg. t his preeqrueinteimehtcdardevedemrsed hat have i
effect WUotBtiinn gt hoef current recommendations of t|]
Services Task Force, rout i-mes edompmée venhti ome ,c and
screenings for "Bemaensandbahi péegaandes that healt

1326 U.S.C. §223(c)(2)(C), 28.S.C. §223(c)(2)(E).

14|RS, Publication 969 p. 3, and IRS|nternal Revenue Bulletin: 20045, Notice 200423, April 12, 2004, at
https://mmw.irs.govith/2004-15_IRB#NOT-2004-23. Hereinafter IRS|nternal Revenue Bulletin: 20045, Notice
2004-23.

15|RS, Internal Revenue Bulletin: 20033, Notice 200450, August 16, 2004, dtttps://www.irs.govifb/2004
33_IRB#NOT-200450. Hereinafter IR9nternal Revenue Bulletin: 20033, Notice 200450.
1642 U.S.C. 830094 3.

1742 U.S.C. 8300gd 3. For more information about preventive care services, see Department of Health and Human
Ser v iRraventiveCare” F e br u a rhitpsl/mww.Bh8.doWealthearedboutthe-acapreventivecare/

index.html T he United States Preventive Services Task Force is an indeperalenteer panel of expertsin

prevention, evidencbased medicine, and primary care. The task force makes preventive care recommendations and
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—

ncludiqma@a | H$Aed HDHPs, cannot impose any cost s
ervices, all such s equwalciefsi emdu sHpHPesn dbeedfeocrted btbhye
s met and s uc hs qgguoavleirfayg et hdeo epsl amo tfjmdailm®® be e dg ¢ on s

—-

In general, preventive care does mnot 1include se
illnesses, i n,jlutrh gl tohrma aceo enpd titit of mt@hsies erxwleep.t i o n
allpmbeductiblerccat entadmgert c pd emt el e ntoi vel fcarte ser v
wouhabemnreasonable or imprpcocdadsutcech t o per form
treatfment

Thseecond axt o pdscidpuncet i bl & pceacvi dfrmsglea nodf s er vices pr
botbh treat an i1individual diagnosed with <co es p
t e

exacerbation of the chronic condi¢€s Babloe
3).20

rres
he d

Table 3.HSA -Qualified HDHP Preventive Care Services for
Specified Chronic Conditions

Items and Service Chronic Condition

Angiotensin Converting Enzyme (ACiBhibitors Congestive heart failure, diabetes, and/or coronary
artery disease

Anti-resorptive therapy Osteoporosis and/or osteopenia

Betablockers Congestive heart failure and/or coronary artery disea:

Blood pressure monitor Hypertension

Inhaledcorticosteroids Asthma

Insulin and other glucose lowering agents Diabetes

Retinopathy screening Diabetes

Peak flow meter Asthma

Glucometer Diabetes

Hemoglobin Alc testing Diabetes

International Normalized Ratio (INR) testing Liver disease and/or bldeng disorders

Low-Density Lipoprotein (LDL) testing Heart disease

Selective Serotonin Reuptake Inhibitors (SSRISs) Depression

Statins Heart disease and/or diabetes

Source: Internal Revenue Servicénternal Revenue Bulletin: 2829\ otice 201945, August 5, 2019, at
https://www.irs.govrb/2019-32_IRB#NOT-201945.

assigns each recommendation a letter grade based on the strength of the evidence supporting the recommendation. F

more information about the task force, see U. S. Preventive
https://mmw.uspreventiveservicestaskforce.org/

18RS, Internal Revenue Bulletin: 20180, Notice 201357, September 30, 2013, lattps://mww.irs.govikb/2013

40_IRB#NOT-201357.

19|RS, Internal Revenue Bulletin: 20033, Notice 200450.

20|RS, Internal Revenue Bulletir019-32, Notice 201945, August 5, 2019, dittps:/mww.irs.goviFb/2019-
32_IRB#NOT-201945.
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Notes: HSA= health savings account. HDHPhigh-deductible health plan. The iten@dservices irthis table

are treated as preventive care for purposes of H§éalified HDHPs if prescribed both to treat an individual
diagnosed with corresponding chronic conditions and to prevent the exacerbation of the chronic condition or
the development of a secondacondition.

Thtthird exception was deveUCOVYIleldDY dryd ¢ thiec I RBd i n 1
correspondildgder ctelsisiSoApx a tHpAHRash ¢ allowed to pro
benefitst hreedfatreg ff @or andl 9 rbeeaftonreen tt hoef dCcQdMilcDt i bl ¢

Speciplaakl x,an providéobe¢onwfngs (i fgandumg etdhon
2020): diagnostic testing for inflJuendar ds &i Bat
syncytijamddnyituems or services required to be co
Sectiont h6e0 OFla mifl i es First Coronavirus Response /
Aid,)]liKE, and EcohQ@mREY BAK tulr3jBfAys Ascutc-ya HSfAi e d
HDHPsahttreeat i s fgovemdegwilt s me el at-EU tton COVE DI 1 be
consideerleidg itbSI A .

OOOKPBWEOI 11 EOUT w21 UYDPEI U
HSAualifiewd t HDHP o lbacngome oar tlkdtor e Ihercee nablel ro w3eld,
provide telehe abletnhewfinimhso wtt ha rd a duncott ieb Icea roer wi f

t
than the aforementioned minTmusm raengnmiarl e ndeendtu cat pipbl
telehealth and other remote careé® services provi

0
h
e
his provisionCWNRES aAwd sudiendt d md ¢ ch et o
0
r
e
n

Thi increase h
for -ghSaAl i fied HDHP enroll&®eswhwheo matybbprvrpdsd €O&h s
from poten?Asals exlp,ogudricafhii dd6 AHDHP imlidnadtdministr
respondCW@VHI® tpheademic by prowidihmagtt @l edleedanlctthi bsl
enr oll eeswooufl d hnaot HpAoaent iagshleai krrige syul t. of t hat deci

Di squali fying Coverage

There are a number of ways 1d Whioommh easn aibnl d is vhii dnug
contributing to an HSA, even i-fudhiefiadi HDHR.al

Individuals genamatl hemnpnltthht antio ditsalgar il Af ied HDHP
t hmtovides c¢overtahgaetofiawr eadn y nleamel fi ifite.?e o HHDAMP

21|RS, Internal Revenue Bulletin: 20204, Notice 202615, March 30, 2020, dtttps:/WWw.irs.goviFb/2020-
14 IRB#NOT-2020-15.

22|RS, Internal Revenue Bulletin: 202P2, Notice202029, May 26, 2020, dittps://www.irs.govifb/2020-

22 IRB#NOT-202029. Hereinafter IRgnternal Revenue Bulletin: 202D2, Notice2020-29. For an overview of
Section 6001 of thBamilies First Coronavirus Response Aatd the Coronavirus Aid, Relief, and Economic Security
(CARES) Act, se€CRS Report R46316jealth Care Provisions in the Families First Coronavirus Response Act, P.L.
116-127andCRS Report R46334&elected Health Provisions in Title 11l of the CARES Act (P.L-136),

respectively.

23RS, Internal Revenue Bulletin: 2022, Notice2020-29.

24U.S. Congress, Senate Committee on FinaBoepnavirus Aid Relief, and Economic Security Act Subtit@ D
Finance Committee Sectidny-Sectioncommittee print, 11%8Cong., ahttps:/mww.finance.senate.gomo/medid
doclCARES%20Act%20Sectiohy-Section%2QFinance%20Health).pdf

25|n this context, the termealth plaris not limited to traditional health insurantgpes of arrangements. For example,
health flexible spending arrangements (FSAs) and health reimbursamangements (HRAs) would constitute a

health plan In addition, and as mentionedin a recent notice of proposed rulemaking, direct primary care arrangements
that provide for a variety of primary care services (e.g., physical examinations, urgefelmmaory testing, and

treatment and diagnosis of sicknesses or injuries) would also constitute a health plan. 26 U.S.C. §223(c)(1)(A)(ii). IRS,
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example, 1nadn vHSdA 4 HPHBvdarthe not eligible to estal
HS A i f & tceoyv earlesdo u n'sd ep o loircs yp b @ s saanmle stphednte € i t s
poligx ynot-qual iHSiAed HDHP

Some types of health coverage are not considere
establish and é6€mverriagpumtyef wtaon eafni tHSpA.ovided wunder
insur/ande ¢ o(vtehrraoguegh i ns u if aamrcccei doern tost ,h edriwsiasbei)l i t vy,
dent adtosagemacereot considered disquafdid fying he
plan years beginning othedbehbelfoheaidd cneommber Bdmo
considered disqua**ifying health coverage.
Indivirdamadet allowed to establish or contribute
whi c h gfeinoesrc¢aultriliyegaeh F°.

HSA1igible individuals geesntearballilsyh enda yf Ineoxti bhl a&v es pe
ccouUumh$SAshradth reimburHRAsemlti cale caoruenttswo ot her t

r el a taeddv atnatxa g ewW n htelxsosuen tasc counts (1) are for 11mi
dental service, (02) ppreovweindei vree icnabruer)s dHlseAnt f or s
qual HDPHR donly after the qualifying d®ductible 1i:

Additional Guidelines

HSAQualified dWDH®P deon rnooltl elkeave ditsidquiabddyddsn cove
eligible eventiof amddewndiecawve mpd oygsee assistance pr
management program, or welldesst ppoeggnadt i pamtvi d
benefits 1in nat ur3HSAf u anleidfi icead H®KDHPe eonrr o Irleeaets

t he
recelive treat ment under t he Veter ans Health Adm:
Af fairs,cbanestctedidiesabitititg’eblal so are still H;

Internal RevenuBulletin: 200422, Revised Rule 20045, June 1, 2004, attps://mwv.irs.govitb/200422_IRB#RR

200445. Hereinafter IRInternal RevenuBulletin: 200422,Revised Rule 2004 5 . I RS, “Certain Medical
Ar r an ge mPeadarad RedisteB5398, June 10, 2020.

%6 Inversely, &hough individuals are allowed to have these additional types of coverage (in conjuncture with-an HSA

qualified HDHP) and remain HSA eligible, a plan in which all of the coverage is through permittedinsurance and/or

coverage for accidents, disability sian care, dental care or lothgrm care would not be considered an H$#lified

HDHP and an individual would not be eligible for an HSA with only these types of insuranc®uBR&;ation 969 p.

5.

27 permitted insurances defined at 26 U.S.C. §223(c)(3)iasurance under which substantially all coverage relates to
liabilities incurred under worket€ompensation laws, tort liabilities, or liabilities related to ownership or use of
property (such as automobile insurajydgesurance for a specified disease or illnessnsurance that pays a fixed

amount per day or other period of hospitalization

28 This requirement applies to telehealth and other remote care coverage provided on or after January 1, 2020. IRS,
Internal Revenue Bulletin: 20222, Notice2020-29.

29 Although the law states that eligidledividuals are no longer able testablish and contribute to HSAs after

becoming‘entitledto benefitsunderMe di care, t he I RS interprasmeanimghe phrase “en
“el i gi beinlriotlylineithedMédicare Part A dviedicarePart B26 U.S.C. §223(b)(7) and IRSternal

Revenue Bulletin: 20083, Notice 200450. For more information on the relationship between HSAs and Medicare,

seeCRS In Focus IF1425,Health Savings Accounts (HSAs) and Medicare

30|RS, Internal RevenuBulletin: 200422, Revised Rule 20045.

8'Screening and other preventive care services are not cons.i
t r e at melnternalRevieriu8 Bulletin: 20033, Notice 200450.

3226 U.S.C. §223(c)(1)(Cperviceconnected disabilitwithin themeaning of 38 U.S.C. §101(16).
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HSA Contributions

Contribution Limits

I f an iimdievliidguiabll ¢ t o ctoimmter idbuurtien gt ca agni vEESnA taanxy y
amount that individual may contribute to his or
amount an individual may contributpetofhis or h
HDHP coverage the individanly hard hftaaminkdyg)vi Has &t m
agentdhe months during the year t hCaotnthrei baurt isohmhes Ww:
HSAs may be made at angndimedtbtderadgiacombendarr
filing date (without extensiodBhus ,ndbauanmtiodnys Apr i
ould occumo mtvlesrpg damel(5¢’2 g. , fr omhdawmgkRhAp rli, 1 21052,0
rovided they dwahbd @xwecweald Itihmitall

020mhreimumual contributionnllymiovdddd obrbd & D,
mily ¥lov®2 htglee mawa Imucno mtnmi butionodlimit is §3),
veragdOanddr$ T,a2Tlhye cag@piplddagenual 1limits apply
ntributions to tihfr dlthAi idowmi & 4Tl hseosaienr da enasomupnl tosy e
e adjusted for inflation (rounded to the mnear

additio
contrib

w0 o B

n, account hoalgdee rmsa ywh oo natrrei bautt el eaans ta d5d
ution of $1, 000 each year, which is n

limnta moretbhycwmdated for each month
S are cligrirbmayonhheybmay owntt hdbmutlkeh
f the applicable annual fIidmintuarFor exa
uly c¢ otuwedl fethhest aonfbwmt ¢ ¢ emetnm for that ye

E c
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"*""—"H o - [N eI ¢ Bl Mo H o B @)
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captliecomd it wi dthalss who are eligible durin
ad didiegtihbealgen t fi aaen dyletahru s taor e« oanltlroiwbeudt ¢ up
imntg as the contributibhowsmhefoar the
als who makexcomtiwdibmaionsgi mntdleai t hHSA
o w,it thigge yyteianmgx peptoads es of T@tshaecbriwiistey, or d
tiomadll owe d teixicbewprticéotmen c l udedwhan gr os s 1 n
ing f efdoerr atlh ei nyceoanre itna xwehsi ch an individua
a®raeubject to a 10% penalty tax.
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HSA Contribution Rules for Married Couples

Spouses are prevented from having joint HSA accounts (even if thessp@use covered by the same AMS

qualifiedHDHP). Only one spouse can be listed as the accdwider for a given HSA, even though that spolise
HSA may be used to reimburse the medical expenses of either spouse. Nothing prevents each spouse fron]
establishing his or her owHSA, assuming each is eligible.

If both spouses are HSAligible and at lea®ne spouse is covered by afamily coverage H@alifiedHDHP, then
the maximum amountthe couple can collectively contributeto its HSA(S) is associated with the family cove

33|RS, Internal RevenuBulletin: 20042, Notice 20042.

34|RS, Internal Revenue Bulletin: 20182, Revenue Procedure 20-2%.
35|RS, Internal Revenue Bulletir2020-24, Revenue Procedure 2032.
3626 U.S.C. §223(b)(8).

3726 U.S.C. §223(b)(8)(iii).
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annuallimit for thatyear ($7,100 in 2020d$7,200 in 202). The collecive maximum amount is to be split
evenly between the spouses' HSAs, unless both agree on a different di¥iidrath spouses are aged 55 or
older and eligible to make catelnp contributions, each spouse must make such a contribution to his or her ow
account; one spouse cannot make catap contributionsto his or her own HSA on behalf of the other spodge.

Whe mpe la,c alblSiAkmutsstr ebddenc ed by t He rceaombturnitb wtfi camsy

individual Ar mhke MO As hduring the s ametoyamar or f
HAf r ¢rma ditiodakRlIAsqgqr thet Hatter of which 1s discus

Any excess contributions to an HSA are not tax
tmneed as gross income for the tax year in which
contributions generall(s Barbel)es uhjest theachWepasn
are withdrawn prior to the tax filinl fdatoet of t
withdr awn, this penalty t aexs swocuolndt raipbputyi o ms era & rh:

All owable Contributors

Eligible indivi dounatlrsi bnuahybtl 8myas k ®tnodl i e meglto xer s, f a mi
me mber s, and ot her inditvo daum 1isn dbd&vih demaakle c ont r i b
indi Wwbeh@Tdnt ributions by one individual or ent i
others, pr aeamoded notlirei btuottiaolns does not “*xceed anrt
Employed individuals may cnaafkeet eHsSi Aa acpal natfwisit bbuet i o n s
arrangements established by emplokeme mpadeirn whi
exchange for the dif fBSshkamdiBbenmg eddhesiet ¢ & pierms
individual contributions aretexcdadbddtf RBenhgs os
determined that salary reducti,omcagrnedmentss aeus
their HSA contributions throughout the year as
however, empl oy ¢ 1 ©» nthbaAp w©polnatdrei chstugtwitodnd e t his t ype

3826 U.S.C. §223(b)(5).

39|RS, Internal Revenue Bulletin: 20689, Notice200859, July 21, 2008, dtttps://wwwv.irs.govith/2008-
29 IRB#NOT-200859.

4026 U.SC. §84973(a) and (g). As an example, if individu#io isSHSA eligible from January through July contribiste

more tharseventwelfthsoft he annuwual 1imit for that year, then that indiv
withdraw the excess conbiitions. If the funds are not withdrawn, the excess contributions would be subject to a 6%

penalty tax. IRSPublication 969pp. 89.

41 An employets contributions to employeddSAs are subject to 26 U.S.C. 4980G, which requires the employer to
provide comparable HSA contributionsto all comparable participating employees, unless the employer makes the HSA
contributions through eafeteria planif an employer contributes to efoyees HSAs under a cafeteria plan, then the
contributions are subject to the cafeteria plan nondiscrimination rules. For more detdiRS; de¢ernal Revenue

Bulletin: 200433, Notice 200450 and 26 U.S.C. 8223(b)(4).

4226 U.S.C. §223(b)(4).

43 |n geneal, a cafeteria plan is a pretax salary reduction agreement that employers can offer their empiumgees

cafeteria plan, an employallows employeesto choose to forego a portion of their salary to instead receive a qualified

benefit. The amount th@oes toward the qualified benefit is then excluded from federal incomgeamdlltaxes.

Cafeteria plans must always offer employees a choice between at least one taxabléshgnefiishand at least one

qualified (nontaxable) benefit but may aiselude additional benefit choicd$SAs can be considered a qualified

benefit under a cafeteria pladSA contributions made in this manner are treated as employer contributions and are

excluded from the employee’ s inattawdedectifledythefemployeBfW.SEC. a x pur pose
8125,

Congressional Research Senice 9



Health Savings Accounts (HSAs)

arrangdmeedstet raippliyo ntso d4UTlhle B Sfiphhablse é €« mi ned t hat th
agreements alnakwve eanmmp Isomygedrmsy @tleo e x pect ed HSA contr
t o t hee secomptlhoayt t h e oevmeprl onyeedei cnaaly ehxipse nosmersh etmhta t e x
HS A ba,pamowdsded t hestdmplacyxee ermapaeyd contributions
ye®r

HS Aot ributors cannot restrictmpdwyHdSA fruanyd sn oatr ¢
HSAs to certaimmmaddiccadlomgppawsas for fdnds they
Theredooent mawake swi tfhrdorma walflesmty aHS it Apose, though
nonqu avliit fhiderda wal s ar e dsiwbcjuencstt HteON stnagqxtaatbinoni ,e da s
Expen?des

El i gn i wi diuvasles omahdevra nttaaxg e di naccrceoausnet st hteo a mount o f
avidillea in their HSAs. Specifically, individuals

from an Archer MSA o ryeaanro tfHeerrd ioRdlS. A uddd si mgd s anmey

ondalifetime distrmradiuttiiocorhaRIA reomndRahtelp a nt o an HS A,
which is fhetonrualincentribu€hwtnribmiiendEkismirtisb
sect®Threse types onfs HSrA csombtjreicbtuttioo di fferent t a:
contributions ,“Tax Aldivsacnutsdsgeeds tiond nt thSeA s

Eligibility t &uWidtshdr aw HSA

An account holder may wi trhedgraarwd |HSsAs fdsfn dtsh ea ta cam o
eligibility to. cGatarndblulty, twittthdedr HydAl s must be
expenses for the acc dsunstp chokled,earg ¢ osthnet ahcocloduenrt h o
depend®hAmyt swit hdrawals for niomghlhutdhied iadcadc e kpte ns e s
h o 1’dgerros s wihhedne mer mi ni ng f eadnedrgazln eisnacbo]ngec tt atxoe sa n
additional( sZEeBd).fPenalty

Neither the account hobpemseoonrtdepeadentns hetd
under the samquatif§epdr HDHPHS Aor the account ho
Likeew,iji having disqualifying coverage would not

HS A funds. For example, an account holder who e
ineligible to establish or c¢ont riinbuuet et ot owiatnh dHSaAs
funds from a previously established HSA.

4|RS, Internal Revenue Bulletin: 20033, Notice 200450.
45|RS, Internal Revenue Bulletin: 20033, Notice 200450.
46 |RS, Internal Revenue Bulletin: 20033, Notice 200450.

47 Thereis no limit on the number of HSA rolloversif they are sent directly from one trustee to another. Additionally,
individuals do not needto be HSA eligible to roll over funds from an existing HSA to a new HSAPURE;ation
969, p. 8.

4826 U.S.C.8408(d)(9). IRSPublication 969 p. 7.

491n this context, the termependenincludes all dependents that the account holder elaimhis other tax return and

any person the account holder could éalaimed as a dependent on hifier tax returrexcept that (a) the person filed

a joint return, (b) the person had a gross income of $4,050 or more, or (c) the account holder could have been claimed
as a dependent o nlRS Publcation®699.19s e’ s r et ur n.

50 Nonmedical HSA distributions fahose aged 65 and older are treated as ordinary income and are not subject to a
penalty.
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HSA Wit hdr awals

Qualified Medical Expenses

As moted above, HSA withdrawals are exempt from
gualified medi caheexpeonses holdpouseéeheonctbandc
hol'dedependents . f dS At We srhedmeazipna hesxeesmpt fr om feder
taxes tcdhwemn fioff eméinvt il dwmealds are nquatofvead dHDHR cor
have disqualifying coverage.

For HSA puwalpiofsieesd, meadiec a&lo nesxipdecnr seedd ensocsrti bneedd iicna I

2. S. C.) §2nd & (fdur t he Pulelxipd atMea&n csa@d2 BRS Pent al E x
Mor e s peqcuiafliicfaleldy madecdbfernpdnasgesincbedisng fthe
diagnosis, cur e, mitigation, treat ment, or prewv
affectlng any part of the body; the amounts pai
qualif-i edml oapg’®The e CAREPS slAelt3)d(Gd ecentt heexpanded

definiHSiAomuafified tmadimaletaxmpdn samadwe¢t pec oduct s

counter medicatiommsesaandi gtriuegms) (without a

Oft he medical expenses mentioned ingfebalfl €. § 2
are not considered quapuf padld wmoehderrgea ta reex pfeamwre s f
exceptions to (tlh)igleornmgl e anwlkiaolk @dr dealth insuran
during periods of continuat i@mnscmwlviedraatgeed rQngnuiibrues
Budget Reconcili OBRA) Ac¢393okhkeahighk insurance pr
in wthhe hi ndi vidwmd mpilso yrneecneti vcionngp e ns at idon, and (4
years and older, any health insurance premiums

a Madiec suppledhental policy.

There is mno time |imnteednt othdeedpahlSdie rwei it thbdur raswea 1 s
payment s froerd)iecxpplad s € s edprovided “Hbowgwatrg rHSAer d
may not be used to pay expensecFornexamplde before
holdgunamlmafyi pdym@Oé@id&@&yl uesxpgnfands from a
hetd may20d®8 use the edroahtextpepagys fome

ount
ablis
7si1ince this wa s before the account wa s estab

NN o o®
ocow o
— = O

Nonqualified Expenses

Withdrawalte pgpafiefded mmdsc¢iankeeeukdpeedn siens ount
hol’dgerros s whednemer mining fecadngleabamdd ymbjtaxes o a
penalty, Tab4dEhewmenal ty is waived in cases of d

51 Qualified medical expenses that were paid for with an HSA withdrawal cannot be used for a medical and dental
expenses deduction. IRBublication 502 (2019), Medicalnd Dental Expensedanuary 21, 2020, at
https://mmw.irs.govpublicationgh502 Hereinafter IRSPublication 502.

52 A nonexclusive list of qualified medical expenses can be found inPRBJication502. Also see 26 U.S.C. §213(d).
5326 U.S.C. §223(d)(2)(A), as amended by Section 3702bf116136. Prior to the CARES Act, ovethe-counter
medicines and drugs (oth&han insulin) were not considered HSA qualified medical expense unless an individual
received a corresponding prescription for eachr-the-counterexpense.

5426 U.S.C. §223(d)(2)(C). IRBublication 969 p. 10.

55|RS, Internal Revenue Bulletin: 22-33, Notice 200450.
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ividuals begin to spend down account bal

Table 4. HSA Penalty Taxes

Penalty Tax Tax Percentage Tax Base Authorizing Law

Withdrawal of Funds fo
Nonqualified Medical
Expenses

20% Amount of Withdrawal 26 U.S.C. §223(f)(4)

Failure to Maintain HSA
Eligibility During Testing
Period?

Contributions into HSA
for Months Not Covered
by HSAQualified HDHP

10% 26 U.S.C. §223(b)(8)

Excess Contributions
Above HSA Annual Limit

Additional Contribution

0
6% Amount

26 U.S.C.84973(a)and (g

Source: Congressional Research Service analysis of tax code.
Notes: HSA= health savings account.
a. The penalty is waived in cases of disability or death and for individual$&gend older

b. Individuals who are eligible during the last month of the year are treated as ifhta@eereligible for the
entire yearand thus are allowedo contribute up to the annual limitindividuals who make additional
contributions under thigule must maintai their HSA eligibility for the following yeathe testing peried
exceptin cases of disability or death.

of HSAs

ar e rterfieprlree d atxo( &aflsv ehnahvai gnégb vat i o n s
eoauningy ownttahke faee, and (3) wi
neet subject to taxation.

Qual infdievd dmals who cqotut skcuhtdfec dtioamatyh epil ra nHS Ans
deduction on theetufadaemndlhthms d me dth e Eadbel ne,
5%The dedabotibbenntnkat is, fié¢ermsnmageadpusdeed
may be takemepyr dhapasyefswhether they claim
itemndi zdeduction.

Ta x

HS As often
income, (2)
expenses ar e

Advantages

Table 5.Tax Advantages of Various Types of HSA Contributions

Can Be Used to Claim
Federal HSA Tax
Deduction

Counts Toward
Annual HSA
Contribution Limit

HSA Contribution
Type

Counts as Federal
Taxable Income

Yes
No

Individual Contributioa No

No

Yes

Employer Contributiof? Yes

%26 U.S.C. §223(f)(4). If the account holder dies
becomes the account holder . If someone other than t
accounfceases to be an HSA and must be included as gross income by the inheritor. 26 U.S.C. 8223(f)(8)(A).

57 Employee Benefit Research InstituTde Triple Tax Advantage of an HSIly 31, 2014, dittps://mww.ebri.org/
docsflefault sourcefast-factsff-292-hsatax-31july14 pdfafvrsn=2f38342f_2

58 Individuals who may be claimed as a dependent are not eligible to establish an HSA; therefore, they are not eligible
for this deduction.

and
h e
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Health Savings Accounts (HSAs)

Can Be Used to Claim Counts Toward
HSA Contribution Federal HSA Tax Counts as Federal Annual HSA
Type Deduction Taxable Income Contribution Limit
Traditional or Roth IRA
Distribution to HSA No No Yes
Archer MSA and Other
HSA Rollover No No No
Investment Earnings Not applicable No No

Source: IRSPublication 969: Health Savings Accounts and Othavdred Health Plahdarch 1, 2018, at
https://www.irs.goygubirs-pdfp969.pdf

Notes: HSA= health savings accoulixcess HSA contributits count toward gross income, cannot be used to
claim the HSA tax deduction, and are subject to a 6% penalty tax.
a. Includes accountholder contributions and other contributions made by individuals on behalf of the account
holder (notincluding employer coributions).
Includes employee contributions made througbadeteria plan
A oncein-a-lifetime traditional or Roth individual retirement account (IRA) distribution to an HSA would
not be subject to early IRA withdrawal penalties.

I'ndividualhse naayx cdleadiunt tti on for all amounts contr
ma d either by the individual or on behalf of t
contributionsafatdegr olwrephgidhiea cour ssubfSetguengtear
tax filing deadline. For individuals <c¢laiming t
contributions déspemadrsgismarlan ei mdidwimdpwdaolymount of
contributions tHSE At he individual

No dedugt ben chaoiomiest] itfftene contribution from an ]
dlstrlblptemcaﬂlzxdnotothermnshemlg/IEA bre )otohedf oHS A
rol 1l PTkes amounts do noh deuat masni ggfdsmc o me otme:

e mpsl ocyemrt t pbani ISA cannot be deducted by empl
as medical expenscececdkedudethpd gpgmbse weiviea g me¢ hicry
termining the® Iniadthempdimyeht abbhxttpbndedr e
®anc Beacdlur ity and Medicare taxeanadreekcbodbdempl oy
om federal unempPb&fmeeamplomy eaerthinst ebl 8t Aahxeers

® T R0 0 h th L0
= = e e I e I =

raaoghet ¢gr itah ep Icaonn tornisbi udteiroends taor ebec made by t he ¢
cluded frdsm grhoes s mpdogyme in deter mining his or
emp tt hfeh mene e mplOYymenal thexewswr ity, Medicare, anc
sur andr ¢ mpclkasnyneoet deduct amounts ccoanfterticbruitae d t
.an

SA balances can be invested similar to IRAs (e
nd any associated eafnings can accumulate tax

5926 U.S.C. §223(d)(4)(A).
60|RS, Publication 969 pp. 7-8.
61|RS, Internal RevenuBulletin: 20042, Notice 20042.

62|f an individual is sefemployedthe HSA deduction doesot affect selfemploymeninetearningsas a
consequence{SA contributionsire not exempt from Social Security and MedicgBel-Employment Contribution
Act or SECA) taxeslIRS, Internal RevenuBulletin: 200433, Notice 200450.

63|RS, Internal Revenue Bulletin: 20023, Notice 200450, and IRS,Publication 969p. 3.
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State income o6wxtsdgeabrablygsfwlth respect to d
However, sombosstattwle flimgeindotrentmphe, Californ
not recogni-zdv dS Aa g afdo ra asxtoautnet si n.#*DPhmer ¢ A xr purg o s e
Cali faoxxpnaiyaert who cHSEMtisbontgdiredamdifwmenease hi:
adjusted gross income by an ’a md3$A tdwreedjoweatlh itso t he
her federal return, the interest thaer tdkpawyetrhe
employer. This increase results in a larger sta
taxpayer.

HDHP Enroll ment and HSA Utili

Data Challenges

Whiilte would be be nsetfaitciisatli ¢toop ashtelihdgyo ®HiSeAg i bl e t o
establish and c¢ ot hoshbauktnea mtdol eadaq uHaS] Ad B(HiBHdbedA
dmot have any di)stchealei fisinlg mi oednaglosy mpopohatw

The lack of availabltdhedfinetst bgmsa | HE Appala nHIDFHPSsA a r
t wo separ anof tperno dcuacnt sbe administeFed byampbe s ep:
some individuals have their HSA established with
adminis toetrheedr btyy paen of i ns t iltautttieorn,c assuec,h talse ai nbsau
have insight’'potmetmd iaddiedigudlidity noo beawmerdabwute
informaganonding ’‘tHSeA ianc@diivveidtpya £ ©vnetsrtinbeunttiso,n so,r i n

wit hdr awal(sand lancvceorusnetliyng for t he Hawd HIhAt i1ind:;
anwWithdraw HSA funds when they are ntohel olSgAer e i
holding institution 1nHelV yedmwaodulsilldnennott ibne oarw adries eon
from agnu aHISiAf 1 8d ¢ HDHPH SoA htohlndsitnigt ut i ons may mnot kmn
indiiwi dlSaAl eligibility and insusyeHSAmagnmoib ktioon

As a trlkeesmd nnppaiyndgde s otuor caen s wer key questions of i
how many individuals eligible to open % n HSA or
I nstHSaAAd r es earch tends to f ocqua loinf ioende e ®WIXHPt weon rpooc
or HSA Alotlhkdoewgsh t hese two product populations o
For examplequanloitf ialdl HISHAP eelnirigalbdtece btloar s chre d

contridmtAddand not all HSeAn rhwllldeed-qsi acluarfiri eHibtAl y ar
HDHBare currently tdignbHSAto contribute

Within t hoitsh eere smeatrhcohd ol omi ©c at hki mixttatnitontso which
can be generalized t-ogualief ieend iiHBHPHS AD,famdda lolry HS A
ma nHyS A o I/dHESgAu a | HDHEB d e nsrtouldleetey on s ur bagpdinef siessur
or HS A ad nilimneidsaginm y t amoast. iboen a 1 1 y nragp ro ensnehmdtj auts it veed,

resul asurfveoyesthtatusdosampdaeadofm the popmdwption bei
usaedministrative data Ifatoino m w hadssaed ddaabtban . o As t h @ c

64 California Assembly AB 2384 (Choi): Income Tax: Health Savings Accouattsttps:/leginfo.legislature.ca.gov/
facesbhillNavClient.xhtmlill_id=201920200AB2384

65 A recent study surveyed individuals to determine and evaluate HSA use amongst people enrolledddutighle

health plans. For purposes of the study, “HSA” was defined
used to pay for medical care (e.g., health reimbursement arrangements [HRASs]). Jeffrey T. Kullgren, Elizabeth Q. CIliff,
and Christopherkrnz, et al ., “Use of Healt h SavJANMANetwkkQpenunt s Among

2020;3(7):€2011014.doi:10.100Vjamanetworkopen.2020.11014
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dat a emtpiorpea ]l at i-oma loiff iHSAA HDHP e n a oséolneecevsh aotr HS A
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Data Findings
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ugh EBRI highlights met htohdeosd o p.8AE @etxsagmupelset i o n s
t woo fs uirnvdeiyvsi d ual s -qiunadliicfa teedd HDoHWe re sHSiAma t e s t
olelsmeinmn d esmat ede t wo s uaHSejyusa laoff i esdp IHDHPE s
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From a hist orurhctailp Iset asnoduprocienst have demonstrated ¢
qualified HDHP ¢ n-2 ©0 AnsncAmmtésr silitanaclet t hlem smpdance Pl a
using survey data from insurers haguahofwned con
HDHPs sold by commercial 1insawmrde tfs oigrp tmme kientdsi v i
from 2005 €hrough 2017.

The Kaiser Family Froeupnodratt ivosni n( gKFsFur vi ¢ s udadt aa f r o1
or morethwaoat kemewedrease in the percentage of <co
qual HDHRd bet ween® T 006samde¥y0 hdslo9d,r elveragerd t hat
employers (1i.oer. ,mwobrthcheres wiwhr 0fMore 1likely than
those-199t woX ker s-qua bHIDHRfsé r ¢ HHf( laonyoenegs f i r ms of fer

66 The issue brief discussed five surveys that were produced by five entities, however one entit\aicer2ii18
estimates. The sourcesincluded in the issue brief were produced by the Employee Benefit Research Institute
(EBRI)/Greenwald & Associates, Kaiser Family Foundation (KFF), Mercer, National Center for Health Statistics
( NCHS) , and Ainsurance Rlans (AHIR).O1 these sources, AHIP did not have 2018qd&Aied
HDHP estimatesincluded in the issue brief. Paul FronErimglimentin HSAEligible Health Plans: Slow Steady
Growth Continued Into 20L&mployee Benefit Research Institukarch 28, 2019, p. 5 dttps://mmwebri.orgocs/
defaultsourceébriissuebrief/febri_ib_478 hsaenrolimert8marl9.pdf8fvrsn=e86b3f2f_4#:.~:text=
IN%202017%2C%20both%20the%20EBRI,enrollment%20increased%20t0%2023%2 0rkikicrinafter Fronstin,
Enrollmentin HSAEligible Health PlansSlow and Steady Growth Continued Into 2018

"More recent data from this source was not publically avail
Health Insurance Plandealth Savings Accounts and High Deductible Health Plans Grow as Valkatdacial
Planning ToolsApril 12,2018, p. 3https://mww.ahip.ord017-surveyof-health-savingsaccounts/

68 Gary Claxton, Matthew Rae, and Anthony Damico etEhploye Health Benefits 2019 Annual Suryé§aiser
Family Foundation and Health Research and Educational Trust, September 25, 2019, phttg 2/fées.kff.ord
attachmenReportEmployerHealth-BenefitsAnnuat Survey2019 Hereinafter Claxton, Rae, aBamicoet al.,
Employer Health Benefits.
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For tax ytRSs 20rmh&L%nd httleexn r et urns reported an HS
indi wiodnutarli(bl%t3ddnisad rentd%driddpxnreturns reported
received empl ¢ pe OPaedoaft ri.Flunitolmiys context, indivi
contributiowmpdoygerheovoatmabutions made by or on
Employer contributions include contributions ma

by adogmp tafowugihlihee mlifaor.e ment ioned tax return c
mutually exclusive (e.g., a tax return can have

Similharsttoaccebdsqualnf HEA HDHP enroll ment, t he 1
incremasktoth the number of HtSakxo mrtertiubruntsi ornesp oarntdi nt gt
number of tax retHSAhAsosontrepbuttin@gd cinpboy2h Otdhe

69 Claxton, Rae, and Long et dEmployer Health Benefitp. 141.
0 Claxton, Rae, and Long et @&mployer Health Besfits p. 143.

"I This analysis included surveys produced by EBRI/Greenwald & Associates, KFF, Mercer, NCHS, and AHIP.
Fronstin,Enrollmentin HSAEligible Health Plans: Slow and Steady Growth Continued Into 2018.

72 previous iterations ohte KFF andviercer sources were included in the EBRI issue brief analgkigton, Rae, and
Long et al. Employer Health Benefitp. 142 andercer,National Survey of EmploySponsored Health Plans 2019:
Survey Tables2020.

73 Tax returns can represent contributito more than one HSA account (e.g., spouses contributingto each of their
own HSAs). The IRS estimates do not account for individuals who were éfigile but did not contribute to, or
receive contributions for, an HSARS analysis of Internal RevenService,Statistics of Incom®2017Individual
Income Tax Returrisne Item Estimatepp. 2, 196https://mww.irs.govpubirs-pdf/p4801.pdf
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numbdret urns reporting employer contributions ha
of returns reporti(nsgEidppd*vidual contributions

Figure 1.Tax Returns Reporting HSA Contributions ,TY2004-TY2017
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Source: CRS analysis of Internal Revenue Sen®@| Tax Sta Individual Income Tax Returns, Line Item
Estimatesat https://www.irs.gostatisticséoitax-statsindividualincometax-returns-line-item-estimate s

Notes: TY =tax year.HSA= health savings accoufltax return categoriesare not mutually exclusive (e,@
tax return can have both individual and employer contributioff@x returns can representnore than one
individual and thereforeontributions to morethan oneHSA (e.g., spouses contributing to each of their own
HSAs) Employer contributiomelude employer contributions and employee contributions made through a
cafeteria planData do not account for tax returns of individuals who were H8Hgible butdid not contribute
to, or receive contributions for, an HSA.

Fotrax yethpee2Ocle/nitaaxg erwotfuhiifhfacg ee nbtsit hakk e r eport ed

empl opat r iibsu tfiaoinrsl y consistent26aGlr oBhsesad ]l age gr
percenaanafgredsm3 % t o pk.a k9%3tshied a g e (sbekFeh g &)E%¢

The percentage of tax returnsimwditwiodhualli bfier oents
is also fairly goaspsith gtn6td nlohmeosBes paelrlc amgtea ges 1 a
1. 1% to 2. 4%s annld i vRiccedgmarlskd casgpebs € eagage of tax r e

within anmakem@r eoduwarli bl wtwiclrm bpeeirsc ent age of r et urt
makiemgpéopntrriwhisddogngtelsatts f eeweirgi Y342 individuals
contributions to an -sHStAt iomg.side of the employer

74 Internal Revenue Servic§0I Tax Stats Individual Income Tax Returns, Line ltem Estim ats
https:/mmww.irs.govdtatisticséoitax-statsindividuatincometaxreturnsline-item-estmates

75 Age for joint returns was based on the primary taxpayge.CRS analysis of data provided by Internal Revenue
Service (IRS), Statistics of Income (SOI) Division (provided December 2019) and IRS Publication 1304.
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Figure 2. Percentage of Tax Returns Reporting HSA Contributions inTY2017,byAge
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Source: CRSanalysis oflata provided bynternal Revenue Service (IRSjatistics of IncoméSOIl) Division
(provided December 2019and IRS Publication 1304.

Notes: TY =tax year.HSA = health savings accou¥tAxis Maximum = 10%/lax return categories are not
mutually exclusive (e.g., a tax return can have both individual and employer contribufiensjeturns can

represent more than one individual and therefore contributions to more than one HSA (e.g., spouses
contributing to each of their own HSAsAge for jont returns was based on the primary taxpaeage.

Employer contributionglude employer contributions and employee contributions made through a cafeteria plan.
Data do not account for tax returns of individuals who were H8Wgible but did not contribte to, or receive
contributions for, an HSA.
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which would preclude an ot her ovliisgilbnllea.gliditd onn d i
t hoasgeed 19 eamnndd yaoghdhdg nld9 t o have lower rates of p
enr ol(lrmeeltaot iovteh e r a g ewhgircohu priendgusc)e s t he populatio
eliglible
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The dfé6pin the numbdS Ao tr ditbnmttnhoen r6eSp oarntdi nogv e r a ¢
is most likely associated wihaegof6iSn dainvdi dnuoa 11so negnerro
being eligible tas c@onmtesiudut #Tthe vaorh xHSaAd tod 1 me n t

indicate HSA contributiagedwhérendhevprimayybea

76 Tax dependency and privatedith insurance coverage dependency are made by separate determinations. For

example, an individual may be considered a dependent on a p
considered atax dependent to such parent. Tax dependencypé&idefistatute at 26 U.S.C. §152 and private health

insurance coverage dependency requirements can be fod@dJas.C. §8300gd 4.

“TEdward R. Berchick, Jessica C. Barnett, and Rachel D. Uptealth Insurance Coverage in the United States:
2018 U.S. &nsus Bureau, November 2019, ph&ps://mww.census.gogdntentdamCensudibrary/publications/
2019Hemop60-267.pdf

78 For more information othe relationship between HSAs and Medicare,GRE In Focus IF1142%ealth Savings
Accounts (HSAs) and Medicare
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the taxpayer delayingiMedgc 884 e h rpgilibmmleringtt yt aamxd d ¢
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up to the $200, 000 to $499,999 AGI bumnebket, bef
bradlEiegd)r?©Of those tax returns with AGI bet ween
1 in 6 tax returns (17.0%) indicated an employe
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employer ¢ ontfrriobm tOd 2n% %t a wh e dar iitahnaane wwvihdeenr 1 o o ki n
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With 1recisnpla octiodttarlitbhuid i osntsi, mat ed peramnhAGlge of r et
bracket that indicated individual Tchoenster i butions
percentages ranged from 0. 1% in the lowest AGI

AGI brSaicnkieltar t o when | ootkhiengpeenat agexofetatrmsndymw
AGI brtadaakdmddwioduarlivbaustoiwbelms he per centage of 71 et
empl opat r iabcurtmilsdsn AGI. br ac ket s

Thiencrpaswedlence of HS A acxo mweit tiulr wMGiIpsm 8 mialmaorn gt o
the fipdenvgosustdhracth lloPBh& edda taattthe awdhetatwaship
HSA utilizat®® on and income.

“For more information on Adjusted Gr osGRSRepatRiB8110,see “ Adj us't
Federal Individual Income Tax Terms: An Explanati@RS analysis of data provided by Internal Revenue Service
(IRS), Statistics of Income (SOI) Division (provided December 2019)R8dR ublication 1304.

80 One report by the U.S. Government Accountability Office looked at IRS data from 2005 and one study looked at IRS
data from 2012. U.S. Government Accountability Offld&EALTH SAVINGS ACCOUNTS: Participation Increased

and Was MorecCommon among Individuals with Higher Incom@40-08-474R, April 2008 https://mww.gao.gov/
productsGAO-08-474RandLorens A. Helmchen, David W. Brown, and Ithai Z. Lurie, et‘dHealth Savings

Accounts: Growth Concentrated Among Hiicome Households and Large Employ2ksealth Affairs Journal, vol.
34,n0.9 (September 2015), p. 159https://mww.healthaffairs.aydoi/absi0.1377hlthaff.2015.0480
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Figure 3. Percentage of Tax Returns Reporting HSA Contributions inTY2017, by
Adjusted Gros s Income
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Source: CRS analysis of data provided by Internal Revenue Service (IRS), Statistics of Income (SOI) Division
(provided December 2019) and IRS Publication 1304

Notes: TY =tax yearHSA = health savings accou¥tAxis Maximum = 20%/l ax return categories are not
mutually exclusive (e.g., a tax return can have both individual and employer contribufiemseturns can
represent more than one individual and therefore contributions to more than one HSA (e.g., spouses
contributing to each of theiown HSAs).Employer contributiomelude employer contributions and employee
contributions made through a cafeteria plan. Data do not account for tax returns of individuals who were HSA
eligible butdid not contribute to, or receive contributions for, &8A.
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4 %) ndicaxeble withdrawalsqual ief.i,e dwintehddircaawa lesx pfem

81 Caution should be exercised in comparing contribution and withdrawal statistics since HSA withdrawals may be tied
to contributions from a previous tax year. As such, the population of tax returns that indicel®&l aithdrawal is

not the same as the population of tax returns thatindicated an HSA contrilbatEmal Revenue Servic80I1 Tax

Statsi Individual Income Tax Returns, Line Item Estim asehttps://www.irs.govétatisticsoirtax-statsindividuat
incometax-returnsline-item-estimates

82 CRS analysis of Internal Revenue Servigtgtistics of Incom®2017Individual Income Tax Returrsne ltem
Estimatespp. 2, 196https://mww.irs.govwubirs-pdf/jp4801.pdf
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Figure 4.Tax Returns Reporting Non -rollover HSA Withdrawals ,TY 2004-TY 2017
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Source: CRS analysis of Internal Revenue Sen®@| Tax Sta Individual Income Tax Returns, Line Item
Estimatesat https://www.irs.go\gtatisticséoitax-statsindividualincometax-returns-line-item-estimate s

Notes: TY =tax yearHSA = health savings account. HSA withdradatainclude tax returns that made
withdrawals for nonqualified medical expensé&sax returns can represent more than onedividualand

therefore tax returns can represent more than one H§A.g., spouses withdrawing from each of their own
HSAs) Data do not account for tax returns of individuals who had an HSA but did not make a distribution from
an HSA. Data do not corrgmond to HSAeligibility.
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83 CRS analysis of data provided by Internal Revenue Service (IRS), Statistics of Income (SOI) Division (provided

December 209) and IRS Publication 1304.

84 paul Fronstin and Jake Spieg&tends in Health Savings Account Balances, Contributions, Distributions, and

I nvest ments, 201102018: Est,EmgoyeeBenéfit Resaarch mgitute Badhlaryd,SA Dat abas
2020,p. 13.

85 Agency for Healthcare Research and QualMfgPS Summary Tables: Use, Expenditures, and Population
https://mmw.meps.ahrg.gowepstrendsic_use/
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Figure 5. Percentage of Tax Returns Reporting Non  -rollover HSA Withdrawals in
TY2017,byAge
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Source: CRS analysis of data provided by Internal Revenue Service (IRS), Statistics of Income (SOI) Division
(provided December 2019) and IRS Publication 1304

Notes: TY =tax yearHSA = health savings accou¥tAxis Maximum = 10%44SA withdrawaldatainclude tax
returns that made withdrawals for nequalified medical expensé&x returns can represent more than one
individualand therefore tax returns can represent more than one HSA (e.g., spouses withdrawing &omoé
their own HSAs) Age for joint returns was based on the primary taxpayage.Data do not account for tax
returns of individuals who had an HSA but did not make a distribution from an H@&#a do not correspond to

HSA eligibility.
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86 CRS analysis of data provided byternal Revenue Service (IRS), Statistics of Income (SOI) Division (provided
December 2019) and IRS Publication 1304.
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Figure 6. Perce ntage of Tax Returns Reporting Non-rollover HSA Withdrawals in
TY2017, by Adjusted Gross Income
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Source: CRS analysis of data provided by Internal Revenue Service (IRS), Statistics of Income (SOI) Division
(provided December 2019) and IRS Publication 1304

Notes: TY =tax year.HSA = health savings accou¥tAxis Maximum = 20%4SA withdrawaldatainclude tax
returns that made withdrawals for nequalified medical expensé&x returns can represent more than one
individualand therefore tax returns can represent more than one HSA (e.g., spouses withdrawing from each of
their own HSAs) Data do not account for tax returns of individuals who had an HSA but did not make a
distribution from an HSA. Datdo not correspond to HSAeligibility.
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