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AN ACT

HB 107

Authorizingtheestablishmentand maintenanceofhealthsavingsaccounts;providing
for specialtaxprovisions;andimposingrestrictionson healthsavingsaccounts.

The General Assembly of the Commonwealthof Pennsylvaniahereby
enactsasfollows:

Section 1. Shorttitle.
This act shallbe knownandmaybe citedas theHealthSavingsAccount

Act.
Section2. Legislativeintent.

It is the intentof theGeneralAssemblyto extendspecialtax provisionsto
health savings accountsestablishedin this Commonwealthpursuant to
section223 of theInternal RevenueCode of 1986 (Public Law 99-514, 26
U.S.C.§ 223).
Section3. Definitions.

The following wordsandphraseswhen used in this act shall have the
meaningsgivento them in this section unless the contextclearly indicates
otherwise:

“Account beneficiary.” As defined in section223(d)(3) of the Internal
RevenueCodeof 1986(PublicLaw 99-514,26 U.S.C.§ 223(d)(3)).

“Excess contributiondistribution.” A distribution describedin section
223(0(3)of the Internal RevenueCode of 1986 (Public Law 99-514, 26
U.S.C. § 223(0(3)). The term shall not include amounts of income
attributabletosuchdistribution.

“Health insurancepolicy.” An individual or group health,sicknessor
accidentpolicy or subscribercontract or certificate issuedby an entity
subjectto anyoneof the following:

(1) The act of May 17, 1921 (P.L.682, No.284), known as The
InsuranceCompanyLaw of 1921.

(2) The act of December29, 1972 (P.L.1701,No.364),known asthe
HealthMaintenanceOrganizationAct.

(3) The act of May 18, 1976 (P.L.123, No.54), known as the
Individual AccidentandSicknessInsuranceMinimum StandardsAct.

(4) 40 Pa.C.S.Ch. 61 (relatingto hospitalplan corporations)or 63
(relatingto professionalhealthservicesplancorporations).
“Health savingsaccount.” As defmedin section223(d) of the Internal

RevenueCodeof 1986(PublicLaw 99-514,26 U.S.C.§ 223(d)).
“Qualified medical expenses.” As defmed in section 223(d) of the

InternalRevenueCodeof 1986(PublicLaw 99-514,26 U.S.C.§ 223(d)).
Section4. Specialtaxprovisions.
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(a) Generalnile.—The following shall be excludedfrom taxationunder
Article ifi of the act of March 4, 1971 (P.L.6, No.2), known as the Tax
ReformCodeof 1971:

(1) anyincomeof ahealthsavingsaccount;
(2) anyamountpaidor distributedout of a healthsavingsaccountthat

is usedexclusivelyto paythe qualifiedmedicalexpensesof the account
beneficiary;and

(3) anyamountpaidor distributedout of a healthsavingsaccountthat
is usedexclusively to reimbursean accountbeneficiary for qualified
medicalexpenses.
(b) Taxabledistributions.—Thefollowing shallbeincludedin theincome

oftheaccountbeneficiaryandshallbesubjectto taxationunderArticle Ill of
theTaxReformCodeof 1971:

(1) Any amountpaidor distributedout ofa healthsavingsaccountthat
is usedfor anypurposeother than to pay the qualifiedmedicalexpenses
oftheaccountbeneficiary.

(2) Any excesscontributiondistribution that hasnot previouslybeen
includedin theaccountbeneficiary’sincome.

(3) Any amountof theaccountbeneficiary’sincomeattributableto an
excesscontributiondistribution.

Section5. Mandatedbenefits.
(a) Generalrule.—Exceptas otherwiseprovidedundersubsection(b), a

healthinsurancepolicy that would qualify as a high deductiblehealthplan
undersection223(c)(2)of theInternal RevenueCodeof 1986 (Public Law
99-5 14, 26 U.S.C. § 223(c)(2)) shall be subjectto any provision of law
mandatinga minimumhealthinsurancebenefitor reimbursement.

(b) Exception.—Ahealthinsurancepolicy that would qualify as a high
deductiblehealthplanundersection223(c) of theInternalRevenueCodeof
1986,whenofferedin conjunctionwith a healthsavingsaccount,shallnotbe
subject to any provision of law which restrictsor limits deductiblesfor
mandatedminimum healthinsurancebenefitsor reimbursementsexceptto
the extent such provision mandatesbenefits for preventive care, as
determinedby thestandardsset forthby theInternalRevenueService.
Section6. Applicability.

Section4 shallapplyto taxableyearsbeginningafterDecember31,2004.
Section7. Effectivedate.

Thisactshalltakeeffectin 60 days.

APPROVED—The14thdayof July, A.D. 2005.

EDWARD G. RENDELL


