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The “Medicare for All” Movement

The movement to enact a single-payer health insurance system in

the United States is gaining steam. More than one-quarter of House
members have s1gned on to H.R. 1384, the Medicare for All Act of

2019. This year’s Senate version of the legislation, long supported
and sponsored by Sen. Bernie Sanders (I-VT), has 14 cosponsors, or
more than one-quarter of the Senate Democratic Caucus. Several
Democratic presidential candidates are on board with Medicare for
All as well. The end of private insurance, and with it, the end of
consumer choice in picking a health care plan, is a more popular
position than it has ever been before.

The rising support for a single-payer system has consequences for the
tens of millions of Americans who currently have private insurance
and who, by and large, have a favorable opinion of their coverage.
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Key Facts:

Health Savings Accounts

{ O (HSAs) are effective

tools that make health
care more portable
for workers and their
families.

The way HSAs are
designed and regulated
limits their uptake

and use, but several
legislative proposals
would lower or eliminate
some of these barriers.

Congress should
increase HSA limits,
expand eligibility
beyond just patients
with high deductibles,
and more.

National Taxpayers Union


https://www.congress.gov/bill/116th-congress/house-bill/1384/cosponsors?q=%7B%22search%22%3A%5B%22%5C%22medicare+for+all%5C%22%22%5D%7D&s=1&r=1&overview=closed#tabs
https://www.congress.gov/bill/116th-congress/house-bill/1384/cosponsors?q=%7B%22search%22%3A%5B%22%5C%22medicare+for+all%5C%22%22%5D%7D&s=1&r=1&overview=closed#tabs
https://www.congress.gov/bill/116th-congress/house-bill/1384?q=%7B%22search%22%3A%5B%22%5C%22medicare+for+all%5C%22%22%5D%7D&s=1&r=1
https://www.congress.gov/bill/116th-congress/senate-bill/1129?q=%7B%22search%22%3A%5B%22%5C%22medicare+for+all%5C%22%22%5D%7D&s=1&r=2
https://www.congress.gov/bill/116th-congress/senate-bill/1129/cosponsors?q=%7B%22search%22%3A%5B%22%5C%22medicare+for+all%5C%22%22%5D%7D&s=1&r=2&overview=closed#tabs

According to a Kaiser Family Foundation (KFF) poll conducted in July 2019, three-quarters of Americans
(76 percent) had a “very” or “somewhat” favorable opinion of employer-sponsored insurance (ESI), and 60
percent had a “very” or “somewhat” favorable opinion of private insurance purchased by individuals. While
Medicare (82 percent favorability) and Medicaid (75 percent) also rate favorably, a move to universal public
insurance would be disruptive to the 176.7 million Americans who receive some kind of private insurance
right now.

However, with Americans reporting health care costs as a top concern - even for people covered through
their employer - it’s not enough for policymakers opposed to single-payer to simply voice their opposition
to “Medicare for All.” Advocates for a robust, competitive, and market-based health care system need to
offer alternatives that expand consumer choice and access to affordable care.

Health savings accounts (HSAs) are one existing tool that can make health insurance more portable and
more affordable for American workers and their families, while also putting more people in charge of their
own health care decisions. In this Issue Brief, we’ll explain the current state of HSAs in the health insurance
marketplace, consider the laws and policies that prevent increased utilization of HSAs by Americans, and
offer several ideas to expand access to and promote the use of HSAs.

What are HSAs?

HSAs are triple tax-advantaged accounts intended exclusively to help Americans with high-deductible
health plans (HDHPs) pay for certain qualified medical expenses. They are called triple tax-advantaged
because: 1) the contributions to an individual’s HSA are not subject to income taxes (nor are their employer’s
contributions, if their employer chooses to contribute to an HSA); 2) any earnings in the HSA are tax-free;
and 3) any withdrawals from an HSA are tax-free as long as they are spent on qualified medical expenses.

What Are the Current Limitations on HSA Use?

There are limitations on who can open and contribute to an HSA. As mentioned, the individual has to be
enrolled in an HDHP. This means:

e The plan must have a minimum annual deductible of $1,350 (if individual coverage) or $2,700
(if family coverage)

* The plan must have an out-of-pocket maximum (deductible plus copayments or coinsurance)
of no greater than $6,750 (for individual coverage) or $13,500 (for family coverage)

* The plan can only provide preventive care before the deductible is met

There are also limitations on how much an individual, their employer, or a family member can contribute
to their HSA in one year. In 2019, these limits are $3,500 for individual coverage and $7,000 for family
coverage. Individuals 55 and over, but not yet enrolled in Medicare, are allowed to make additional “catch-
up” contributions of $1,000 per year. The amount of money in an individual’s HSA rolls over from year to
year, unlike flexible spending accounts (FSAs) that have rollover limits.

Of course, Americans are also limited in how they can spend money from their HSA. The definition of
“qualified medical expenses” is quite expansive, and is outlined in full in by the IRS. There are a few
important exceptions, though: HSA dollars cannot be spent on health insurance premiums (in most cases),
nor on over-the-counter medications.
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Who Uses HSAs?

According to data compiled by the Centers for Disease Control and Prevention (CDC), in 2018 nearly half
of all Americans 65 and younger (46 percent) were enrolled in an HDHP. Of these less than half (or 20.8
percent of all Americans 65 and younger) were enrolled in an HDHP with an HSA. The good news, though,
is that HSA use has nearly tripled over eight years - in 2010, just 7.7 percent of Americans were enrolled in
an HDHP with an HSA.

Health consulting group Devenir measures HSA use in a few different ways in their annual year-end report.
According to their latest edition, from 2018, there were more than 25 million HSAs at the end of 2018, a 13
percent increase from the end of 2017.

Eight Ideas for Expanding and Promoting the Use of HSAs

The way HSAs are designed and restricted by law have limited their adoption and application by Americans.
Fortunately, lawmakers have offered several bills that would accomplish one or more of several goals:

» Expanding the number of Americans who are eligible to open and use an HSA
* Raising the amount of tax-advantaged money that can be put away in an HSA
» Offering individuals more flexibility in how they spend HSA dollars

Below, we'll review eight ideas for expanding access to and promoting the use of HSAs. Each idea accomplishes
one or more of the goals outlined above.

1. Expand the Types of Individuals Allowed to Open and Contribute to an HSA

Currently, an individual’s maximum allowable contribution to an HSA becomes $0 once they join Medicare.
As noted in 26 USC 223(b)(7):

“The limitation under this subsection for any month with respect to an individual shall be
zero for the first month such individual is entitled to benefits under title XVIII of the Social
Security Act and for each month thereafter.”

A good start to expanding HSA use, and one with bipartisan potential, is legislation that allows individuals
on Medicare to open and/or continue to contribute to an HSA. H.R. 603, S. 12, H.R. 3796, and H.R. 908 would
each allow Medicare Part A beneficiaries to contribute to an HSA. While many of the proposals affecting
HSAs in the 116th Congress have been introduced by Republicans, H.R. 3796, the Health Savings for Seniors
Act, was introduced by Rep. Ami Bera (D-CA), a Democratic House member and a doctor.

Another provision in S. 12, Sen. Marco Rubio’s (R-FL) Health Savings Act of 2019, would expand HSA
eligibility to individuals who receive medical items or services at a healthcare facility owned or leased by
their employer.

2. Allow Anyone to Open and Contribute to an HSA

An even more expansive proposal, and one featured in H.R. 603, H.R. 2163, and H.R. 3594, would be to
simply remove the requirement that an individual needs to be enrolled in an HDHP to contribute to an HSA.
By opening up HSAs to everyone, any American paying for health care could use tax-advantaged savings to
cut down on their costs.
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This provision would also combat some of the common arguments against HSAs. The Commonwealth Fund
has written that HSAs “are far more attractive to higher-income individuals,” and that HSA “discount(s] will
lead [high-income individuals] to increase their use of services, including unnecessary care, raising insurers’
costs and therefore premiums for everyone, at the expense of taxpayers in general.” Eliminating the HDHP
requirement is just one way to increase HSA utilization. More modest measures, such as expanding the types
of individuals allowed to contribute to an HSA, could also increase HSA utilization across income levels.

3. Allow HSA Money to Pay for Premiums or OTC Medications

Current law restricts how individuals can use HSA dollars in two major ways: 1) by prohibiting “any
[premium] payment for insurance” from the list of qualified medical expenses, and 2) by prohibiting over-
the-counter (OTC) medications from the list of qualified medical expenses.

Considering that the average unsubsidized family health insurance premium in 2016 was $833 per month
(or $9,996 per year), and that spending on non-durable medical products (which includes OTC medications)
was $64.1 billion in 2017, these are two major categories where health care consumers in particular could
benefit from using tax-advantaged HSA dollars.

H.R. 603 and S. 12 would define health insurance premiums and OTC medications as qualified medical
expenses, for purposes of spending HSA dollars, while S. 1089 would just include OTC medications. Though
these are the two largest types of medical expenses currently excluded from HSA use, several proposals
in the 116th Congress would add additional types of health expenditures to the list of qualified medical
expenses. Below is a table of the proposals, all of which should receive consideration:

Type of Expense Legislation

S. 12 limits use of HSA dollars for insurance premiums to HSA-qualified
health plans and Medicare; H.R. 603 is a simple repeal of existing
restrictions

S. 12 and S. 1089 specifically allow OTCs in statute, while H.R. 603 is a
simple repeal of existing restrictions

H.R. 603, H.R. 457, and H.R. 3708 state that direct primary care service
arrangements cannot be treated as a health plan (which restricts HSA
establishment) or insurance (which restricts HSA spending); S. 12 and
H.R. 3594 make direct primary care costs “qualified medical expenses”

Health insurance
premiums

Over-the-counter (OTC)
medications

Direct primary care
service arrangements

H.R. 1922 would add “menstrual care products” such as tampons and
pads to the list of qualified medical expenses an individual can pay for
with HSA dollars

H.R. 457 adds “amounts paid for membership in a fitness center” to the
list of qualified medical expenses

Feminine hygiene
products

Fitness center
memberships

S. 12 adds exercise equipment and physical fitness activity to the list of
HSA-qualified expenses, with an upper dollar limit of $250 for sports
equipment

Exercise equipment and
physical fitness activity

S. 12 adds “herbs, vitamins, minerals, homeopathic remedies, meal
replacement products, and other dietary and nutritional supplements”
to the list of HSA-qualified expenses

Nutritional and dietary
supplements

Raise the Annual Contribution Limits

One flaw in existing HSA policy is the gap between the annual contribution limits for HSAs and the annual
limit on out-of-pocket expenditures for HSA-eligible HDHPs. In 2019, that gap is $3,250 for individual plans
($6,750 out-of-pocket limit minus a $3,500 HSA contribution limit) and $6,500 for family plans ($13,500
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out-of-pocket limit minus a $7,000 HSA contribution limit). Take someone with a family plan who starts
the year with $0 in their HSA. That person could save the maximum amount to their HSA in a year ($7,000)
and still be on the hook for an additional $6,500 of medical expenses that year, beyond the reach of their
tax-advantaged HSA dollars.

Fortunately, several of the legislative proposals mentioned above would raise the annual contribution limits
on HSAs and index them to inflation, allowing Americans to put even more money away for current and
future medical expenses. Below is a chart of current-law annual limits on HSA contributions, and how
various bills would change those limits.

Contribution Limit for Individual Plan
—  seow e
HR263 |
 feee el

| ]| Amountof out-of-pocket limit ($6,750 in 2019) | Amount of out-of-pocket limit ($13,500 in 2019)
_ Amount of out-of-pocket limit ($6,750 in 2019) | Amount of out-of-pocket limit ($13,500 in 2019)

5. Increase the Catch-Up Contribution Limit

The catch-up contribution allowed for individuals 55 or older was set at $500 per year in 2004, and increased
$100 each year until 2009. The limit has been $1,000 since then, and has not changed. Two bills would
expand the ability for individuals to make catch-up contributions. H.R. 3594 would raise the contribution
limit from $1,000 to $5,000, while S. 12 would not change the limit but would allow two spouses to make
catch-up contributions to the same HSA if they are both 55 or older.

6. Lower the Age When Individuals Can Start Making Catch-Up Contributions

One idea that has not been proposed this Congress, but that would increase the amount of money older
individuals can steer to their HSAs, is lowering the age when catch-up contributions are allowed. The IRS
currently allows catch-up contributions for retirement plans (401(k), 403(b), and IRA plans, among others) at
age 50. HSA catch-up contributions are only allowed at age 55. Considering how concerning out-of-pocket
health care costs are for many older Americans, a modest proposal would be to lower the HSA catch-up
contribution age to 50. This could put an additional $5,000 in Americans’ HSAs (under current law), and
even greater savings if paired with an increase in the catch-up contribution limit.

7. Repeal a Rule That Eliminates Certain Family Plans From HSA Eligibility

The IRS explains in its guidance on HSAs that some family plans “have deductibles for both the family as a
whole and for individual family members.” Unfortunately, this means that some consumers are shut out of
opening up and contributing to an HSA, even if their family plan deductible exceeds the minimum required
by law. The IRS offers an example (for 2018, when the minimum annual deductible was $1,350 for individual
coverage and $2,700 for family coverage):

“You have family health insurance coverage in 2018. The annual deductible for the family plan
is $3,500. This plan also has an individual deductible of $1,500 for each family member. The
plan doesn’t qualify as an HDHP because the deductible for an individual family member is less
than the minimum annual deductible ($2,700) for family coverage.”
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Legislation could clarify that an individual in a family plan that meets the minimum family deductible is
eligible to open and contribute to an HSA, regardless of any individual deductibles within that family plan.

8. Allow Plans That Pay for Some Non-Preventive Services To Still Be HSA-Eligible

This proposal concerns the third requirement for HDHPs, that the plans can only provide preventive
care before the deductible is met. One bipartisan piece of legislation introduced in the 115th Congress,
sponsored by ex-Rep. Peter Roskam (R-IL) and cosponsored by Rep. Mike Thompson (D-CA) and ex-Rep.
Diane Black (R-TN), would have allowed individual plans to cover up to $250 of non-preventive services
($500 for family plans) before the deductible and still be HSA-eligible.

The Trump administration could also be open to supporting such a proposal. The IRS recently expanded
the list of items or services that count as preventive care in an HSA-eligible HDHP.

Conclusion

As Medicare For All gains steam among a certain set of progressive policymakers, it’s important to offer
alternatives that would actually lower costs and expand choice for American consumers. Expanding and
accelerating the use of health savings accounts (HSAs) is the best way to counteract proposals that call for
a more aggressive government role in health insurance. HSAs are not a silver-bullet solution to legitimate
concerns about rising health care costs. However, they are popular with millions of Americans now, and
could present a tax-free way of saving on future health care costs for millions more. Members of Congress
from both sides of the aisle should consider all eight ideas above, and hold votes on either existing HSA
legislation or future legislation that incorporates them in some fashion.
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