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Represent ati ves Dedeaux, Howel | To: Insurance

COW TTEE SUBSTI TUTE
FOR
HOUSE BI LL NO. 1213

AN ACT TO AMEND SECTI ON 71-9-3, M SSI SSI PPl CODE OF 1972, TO
REVI SE THE DEFI NI TI ON OF MEDI CAL SAVI NGS ACCOUNTS TO | NCLUDE
HEALTH SAVI NGS ACCOUNTS; TO CREATE A NEW SECTI ON TO BE CCDI FI ED AS
SECTI ON 71-9-11, M SSISSI PPI CODE OF 1972, TO PERM T THE
ESTABLI SHVENT AND MAI NTENANCE OF HEALTH SAVI NGS ACCOUNTS AND TO
EXEMPT CONTRI BUTI ONS FROM GROSS | NCOVE UNDER THE STATE | NCOVE TAX
LAW TO CREATE NEW SECTI ONS TO BE CODI FI ED AS SECTI ON 71-9-13 AND
71-9-15, M SSI SSI PPl CODE OF 1972, TO PRESCRI BE THE REQUI REMENTS
OF AND RESTRI CTI ONS ON HEALTH SAVI NGS ACCOUNTS; AND FOR RELATED
PURPGOSES.

BE I T ENACTED BY THE LEGQ SLATURE OF THE STATE OF M SSI SSI PPI
SECTION 1. Section 71-9-3, M ssissippi Code of 1972, is
amended as foll ows:
71-9-3. As used in this chapter
(a) "Account adm nistrator” neans a state chartered
bank, savings and | oan association, credit union or trust conpany
authorized to act as a fiduciary and under the supervision of the
Depart ment of Banking and Consuner Finance or the Departnent of
Savi ngs Associ ations, as appropriate; a national bank, national
| endi ng associ ation or federal savings and | oan association or
credit union authorized to act as a fiduciary in this state; an
insurer licensed and admtted to do business in this state; a
third party adm nistrator |icensed by the M ssissippi Conm ssioner
of Insurance; or an enployer, if the enployer has a self-insured
heal th plan neeting federal ERI SA requirenents.
(b) "Account hol der" nmeans a resident individual or an
enpl oyee for whose benefit a nedical savings account is
est abl i shed.
(c) "Dependent" means the spouse of an account hol der

or the child of an account holder if the child is:
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(1) Legally entitled to the provision of proper or
necessary subsi stence, education, nedical care, or other care
necessary for his or her health, guidance or well-being and not
ot herwi se emanci pated, self-supporting, nmarried or a nenber of the
Armed Forces of the United States; or

(ii) Mentally or physically incapacitated to the
extent that he or she is not self-sufficient.

(d) "Domcile" neans a place where an individual has
his or her true, fixed and pernmanent hone and pri nci pal
establishnment, to which, whenever absent, he or she intends to
return.

(e) "Eligible nmedical expense" neans an expense paid by
a taxpayer for nedical care described in Section 213(d) of the
I nt ernal Revenue Code.

(f) "Health savings account” neans a trust or custodian

established in this state in accordance with a health savi ngs

account programexclusively to pay the eligible nedical expenses

of an account holder or his or her dependents, but only if the

witten governing instrunent creating the account neets the

foll ow ng requirenents:

(i) Except in the case of a rollover contribution,

no contribution shall be accepted unless it is in cash; or, to the

extent such contribution, when added to the previous contri butions

to the account for the cal endar year, exceeds one hundred percent

(100% of the account holder's deductible or Two Thousand Si x

Hundred Dol l ars ($2,600.00) for an individual or Five Thousand One

Hundred Fifty Dol lars ($5,150.00) per fam |y, whichever is |ower;

(ii) The trustee or custodian is a bank, an

i nsurance conpany or anot her person approved by the Conmm ssi oner

of | nsurance;

(ii1) No part of the trust assets shall be

invested in life insurance contracts;
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(iv) The assets of the account shall not be

comm ngled with other property except as allowed for under

| ndi vi dual Retirenment Accounts; and

(v) Eligible individual’s interest in the account

is nonforfeitable.

(g) "Health savings account program neans a program

that includes all of the foll ow ng:

(i) The purchase by an eligible individual or by

an enpl oyer of a high deductible health plan; and

(ii) The contribution into a health savings

account by an eligible individual or on behalf of an enpl oyee or

by his or her enployer. The total annual contribution nay not

exceed the anount of the plan’ s higher deductible or the anpunts

listed herein.

(h) "H gh deductible health plan" nmeans a health

coverage policy, certificate or contract that provides for

paynents for covered benefits that exceed the hi gher deductible.

(i) "Hi gher deductible" neans a deductible of not |ess
t han One Thousand Five Hundred Dol lars ($1,500.00) but not nore
than Two Thousand Two Hundred Fifty Dol lars ($2,250.00) for
i ndi vi dual health coverage, and not |ess than Three Thousand
Dol I ars ($3,000.00) but not nore than Four Thousand Fi ve Hundred
Dol | ars ($4,500.00) for health coverage provided to an individual
and his or her dependents, in tax year 1994. Beginning after
1998, such deductible limts thereafter shall be adjusted annually
in fifty-dollar increnments for increases in the cost of living, as
nmeasured by the nedical costs conmponent of the Consuner Price
| ndex.

(j) "Medical savings account” nmeans an account

established to pay eligible nedical expense of the account hol der

and his or her dependents and includes the term"heal th savi ngs

account"” as defined in paragraph (f) of this section.
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(k) "Medical savings account progrant means a program
that includes all of the follow ng:

(i) The purchase by an enployer of a qualified
hi gher deductible health plan for the benefit of an enpl oyee and
his or her dependents or the purchase by a resident individual of
a qualified higher deductible health plan for his or her benefit
or for the benefit of his or her dependents, or both;

(i1i1) The paynment on behalf of an enpl oyee into a
medi cal savi ngs account by his or her enployer or paynent into a
nmedi cal savi ngs account by a resident individual on his or her
behal f of at |east sixty-six and two-thirds percent (66-2/3% of
the premumreduction realized by the purchase of a qualified
hi gher deducti ble health plan; and

(ti1) An account adm nistrator to adm nister the
medi cal savi ngs account and the rei nbursenent of eligible nedical
expenses therefrom

(I) "Qualified higher deductible health plan" means an
accident and health insurance policy, certificate or contract
t hat :

(1) Is purchased by an enployer for the benefit of
an enpl oyee or by a resident individual for his or her benefit;
and

(i1i1) Provides for paynent of covered expenses that
exceed the higher deductible, but shall not exceed the nmaxi mnum
out - of - pocket expenses of Three Thousand Dol | ars ($3, 000.00) for
i ndi vi dual coverage and Five Thousand Five Hundred Dol |l ars
($5,500.00) for fam ly coverage.

(m "Resident individual" means an individual who has a
domcile in this state.
SECTI ON 2. The follow ng shall be codified as Section
71-9-11, M ssissippi Code of 1972:
71-9-11. (1) The provisions of Sections 2 through 4 of this

act shall apply also to taxpayers who are not receiving preferred

H B. No. 1213 *HR40/R1767CS*
05/ HRA0/ RL767CS
PAGE 4 (MS\ED)



128
129
130
131
132
133
134
135
136
137
138
139
140
141
142
143
144
145
146
147
148
149
150
151
152
153
154
155
156
157
158
159
160

federal tax treatnent for a health savings account under Internal
Revenue Code Section 223.

(2) For taxable years beginning after January 1, 2005, a
resident of M ssissippi or an enpl oyer shall be allowed to deposit
contributions to a health savings account. The anmount of deposit
for 2005 shall not exceed the anount of the plan’s high
deducti ble, or Two Thousand Six Hundred Dol lars ($2,600.00) for an
i ndi vi dual policy or Five Thousand One Hundred Fifty Dollars
($5,150.00) for a famly policy.

(3) Except as provided in Section 4 of this act, or except
as otherw se provided by law, the principal contributed to and the
i nterest earned on a health savings account and noney rei nbursed
to an eligible individual or an enployee for qualified nedical
expenses shall be excluded fromthe taxable gross incone of the
account hol der under Section 27-7-15.

SECTION 3. The follow ng section shall be codified as
Section 71-9-13, M ssissippi Code of 1972:

71-9-13. The trustee or custodian shall utilize the funds
held in a health savings account solely for the purpose of:

(a) Paying the qualified nedical expenses of the
eligible individual or his or her dependents;

(b) Purchasing a health coverage policy certificate, or
contract, for an eligible individual who is receiving unenpl oynent
conpensation, is exercising continuation privileges under federal
|l aw or is purchasing a long-termcare insurance contract; or

(c) Paying for health insurance other than a Medicare
suppl enental policy for those who are Medicare eligible. Funds
held in a health savings account shall not be used to cover
expenses of the eligible individual or his or her dependents that
are ot herw se covered, including, but not limted to, mnedical
expenses covered under an autonobile insurance policy, workers’
conpensati on insurance policy or self-insured plan or another

enpl oyer -funded health coverage policy, certificate or contract.
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SECTION 4. The follow ng section shall be codified as
Section 71-9-15, M ssissippi Code of 1972:

71-9-15. (1) Notw thstandi ng subsections (3), (4), (5) or
(6) of this section, an eligible individual nmay w thdraw noney
fromhis or her health savings account for any purpose other than
a purpose described in Section 3 of this act.

(2) Subject to subsection (3) of this section, if the
eligible individual wthdraws noney for any purpose other than a
pur pose described in Section 3 of this act at any other tine, all
of the follow ng apply:

(a) The anobunt of the withdrawal is considered taxable
gross incone of the account hol der under Section 27-7-15 in the
tax year of the w thdrawal.

(b) Interest earned on the account during the tax year
in which a withdrawal under this subsection is nmade is considered
t axabl e gross inconme of the account hol der under Section 27-7-15.

(3) The anount of disbursenent of any assets of a health
savi ngs account pursuant to a filing for protection under Title 11
of the United States Code, 11 USCS 101 et seq. by an eligible
i ndi vi dual or person for whose benefit the account was established
is not considered a withdrawal for purposes of this section. The
anount of a disbursenment is not considered taxable gross incone of
t he account hol der under Section 27-7-15 and subsection (2) of
this section does not apply.

(4) The transfer of an eligible individual’s interest in a
heal th savings account to an eligible individual’s spouse or
former spouse under a divorce or separation instrunent shall not
be considered a taxable transfer nmade by such eligible individual,
and such interest shall, after such transfer, be treated as a
heal t h savings account with respect to which such spouse is the
el i gi bl e individual

(5) Upon the death of the eligible individual, the trustee

or custodi an shall distribute the principle and accumul at ed
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interest of the health savings account to the estate of the
deceased.

(6) If an enpl oyee becones enployed with a different
enpl oyer that participates in a health savings account program
t he enpl oyee may transfer his or her health savings account to
that new enployer’s trustee or custodian or to an individually
pur chased account program

SECTION 5. This act shall take effect and be in force from

and after its passage.
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