
UMB Healthcare Services:          
Our Position on the Impact of the Affordable Care Act on HSAs

The recent Supreme Court health 
care reform decision provides short-
term certainty for employers, while 
the country and our political parties 
remain divided about the future of 
the Affordable Care Act (ACA) in its 
current form. As questions and debates 
continue, particularly regarding the 

individual mandate, health care reform will remain a part 
of the political dialog through the November elections 
and beyond. As one of the nation’s largest Health Savings 
Account (HSA) administrators, we continue to be asked 
about the impact of the ACA on HSAs and their requisite 
high-deductible health plans (HDHPs), both now and 
in the future. This summary attempts to address both     
issues below.

Immediate Impact of ACA
The ACA largely did not directly impact HSAs, except for 
three specific issues:

•	An increase in the penalty for non-qualified 
distributions, prior to age 65, from 10 percent to 20 
percent.

•	Restriction of Over-The-Counter (OTC) drugs as a 
qualified distribution for HSAs (and FSAs and HRAs), 
requiring a physician prescription to be deemed 
qualified.

•	 Inclusion of employer contributions to an HSA in the 
tax calculation of Cadillac plans in 2018.

Beyond these specific changes, there was no immediate 
impact on HSAs as a result of the adoption of the ACA.

Future Impact of ACA
As with so many elements of the ACA, there are 
some unknowns concerning HSAs that result from the 
interpretation and future regulation of the law. Two 

unknowns we are focusing on include the rules governing 
medical loss ratio (MLR) and actuarial value. These 
provisions were only causally addressed in the verbiage of 
the ACA and the actual interpretation of the rules was left 
to the Department of Health and Human Services (HHS). 
Before touching on these issues, it should be noted that 
self-insured plans are exempt from the MLR and actuarial 
value requirements, but employers who provide fully-
insured plans may be impacted and should watch these 
issues closely as they unfold.

The MLR requirement states that plans sponsored by 
small employers (less than 50 employees) must pay out 
80 percent of premiums on claims and large employer 
plans (50 employees or more) must pay 85 percent. 
Under the ACA, insurers and HMOs have to pay rebates 
to policyholders if those percentages are not met. Since 
HDHPs naturally have lower losses due to the higher 
deductible and lower claim frequency, the risk to an 
HDHP’s ability to meet these minimum loss ratios may 
impact the long term viability of HDHPs. HHS is being 
asked to make an exception to this requirement for high-
deductible health plans.

The actuarial value issue relates to the planned future 
marketing of health plans as “bronze”, “silver”, “gold” and 
“platinum”, which is meant to illustrate a certain ratio of 
premium dollars to expected insurance value for potential 
purchasers. The risk is that HDHPs may be unfairly treated 
in these calculations due to their higher deductibles, 
affecting their attractiveness and may eventually hinder 
the ability to offer these plans for sale.

As for the rules of how these calculation will be made, 
the HHS has said it will include some of the employer 
contributions made to an HSA in the overall AV calculation 
(very positive to HSAs), however, exactly how they 
will “adjust” these calculations has some unanswered 
questions. We are urging Regulators to include all of 
the contributions to an HSA under the theory that it is a 
prepayment of a (future) claim, including contributions 
from both the employer and individual employee.
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Bottom Line
Today, HSA qualified plans cover 13.5 million Americans, or 
nearly 7 percent of the insured, non-Medicare population. 
They have become an important and lasting part of health 
care benefit plan options, and while the debate about the 
ACA continues, the basic economics of high-deductible 
health plans coupled with HSAs trumps all other issues.

The reality is that as many benefit decision makers are 
faced with the ever-increasing cost of providing health 
benefits, that HDHPs coupled with an HSA will continue 
to remain a strong option to help control these costs. The 
economics around these plans were attractive before 

the ACA, and remain so following the Supreme Court’s 
decision. Many companies continue to turn to these plans 
as one of their very best avenues for controlling costs, and 
that trend continues to steadily climb. America’s Health 
Insurance Plans (AHIP) reported an 18 percent growth in 
HSAs last year, and it is our expectation that the national 
trend will be even stronger this year and beyond.

Dennis Triplett is chief executive officer of UMB Healthcare 

Services, one of the nation’s top providers of Health Savings 

Accounts (HSAs), card solutions for Flexible Spending Accounts 

(FSAs) and Health Reimbursement Arrangements (HRAs).

For more information contact 888.677.1115 or email: hsasales@umb.com


