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UNIVERSAL COVERAGE:

A Clear &
Present Danger

Vince Phillips
PAHU Lobbyist

Over a decade ago, the Clinton Health Se-
curity Act promised to re-draw the health 
insurance map, envisioning some radical 
departures from the past. Although dis-
credited at the time, a core component 

from the Clinton Era is back. This is the concept of universal 
health care. 

Using a goal of no uninsured, advocates have renewed the 
suggestion that the present system is cumbersome, diffi cult to 
navigate, confusing, and ineffi cient in that whole populations 
are left out of the health insurance system…i.e. are uninsured. 
The uninsured receive inadequate health care. The status quo 
is evolving into a have and have-not system. 

In an earlier age, advocates 
would be calling for a single 
payer system, touting the vir-
tues of the Canadian Model. 
Now, they don’t use that ex-
ample because the Canadian 
system also means rationing 
of higher-level health services. 
The one state that slavishly 
copied the Clinton Model, Ten-
nessee, saw a huge increase in 
state spending, and was forced 
to pare back the public sector 

program because of fi scal reality. Promised savings did not 
occur. Costs went through the roof because people basically 
were handed a blank check, and so utilized the system.

Still, advocates argue that we need to do something to make 
sure everyone is insured. This is presented as a goal of society 
that can only be reached if the government expands its role 
dramatically. Lest this be regarded as a pipe dream, let it be 
said that this concept has attracted the defi nite interest of some 
policymakers. The Rendell Administration received a sizable 

This managed care plan may not cover all your health care expenses. 
Read your contract carefully to determine which health care services are 
covered. If you have questions, call us at 1-800-788-7895 in central and 
eastern Pennsylvania, 1-888-388-1702 in western Pennsylvania and Ohio, 
and 1-800-255-4281 in northwestern Pennsylvania.

Here’s to the beginning of a healthy 
relationship.

HealthAmerica® and HealthAssurance®. We’re committed 
to serving the needs of our customers. With affordable 
health plan options, fast, responsive customer service, and 
user-friendly web tools, we’re sure to be a perfect match 
for your company. Find out more. Call us today or ask your 
broker to introduce us.

www.healthamerica.cvty.com

Central Pennsylvania  •

Eastern Pennsylvania  •

Western Pennsylvania  •

Northwestern Pennsylvania  •

1-800-788-7895

1-866-522-3886

1-888-388-1702

1-800-255-4281

HAM052972_BWResize_Eggs.indd   1 11/21/05   11:58:31 AM

The one state that 
slavishly copied 
the Clinton Model, 
Tennessee, saw a 
huge increase in 
state spending, and 
was forced to pare 
back the public 
sector program...

continued on next page
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�800-365-4999  
516-829-8100

� www.firstrehab.com

group products available in PA 

Short-Term Disability  

Vision 

Dental Care

Executive Medical 
Reimbursement

(The 100% Solution) 

Excess Major Medical 

31 years • 16 states

financial strength
more than 1,000,000 insured employees

more than 84,000 policyholders
rated A– by A.M. Best Company
rated A– by Standard & Poor’s

outstanding relationships with 
independent brokers & agents 

Company of the Year 2000 (CIBGNY)
Company of the Year 2003 (PIANY Long Island RAP)

rated A– (excellent) by A.M. Best Company A–

firstrehablife
The First Rehabilitation Life Insurance Company of America

award-winning relationships
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    Companion Life is proud to offer a strong product mix that includes innovative group and voluntary products 
for employers of all sizes. Companion Life gladly offers group life, disability and dental coverage to groups with 
as few as two employees, and ALL Companion Life products may be sold on a stand-alone basis.

    Companion Life products offer many outstanding features, such as the freedom to select any dentist with 
all of our dental plans. Pick the simple solution and sign up for Companion Life products today! Just call Bob 
Stewart at Laurel Highlands Benefi ts and he’ll take care of the rest!

 Group Life and AD&D  Group Dental  Short Term Disability 
 Long Term Disability  Voluntary Products

Bob Stewart
Laurel Highlands Benefi ts 
231 West Pittsburgh Street 

Greensburg, PA 15601 
1-800-354-5191

(724) 836-4727 fax 
E-mail: LHBenefi ts@msn.com

Laurel Highlands Benefi ts is an approved general agent for Companion Life.

What Companion Life can offer you! 

Burns, Ph.D., RN, Associate Professor of the University of 
Pittsburgh School of Medicine represented the Pennsylva-
nia State Nurses Association.

• Delores Hodgkiss, Executive Director, Managed Care As-
sociation of Pennsylvania represented commercial insur-
ance carriers.

• Ann Torregrossa, Senior Policy Manager, represented the 
Office of Health Care Reform.

• David Kreider, VP, Finance and Administration for the 
Pennsylvania Chamber of Business and Industry repre-
sented the business community.

• David Wilderman, Director of Legislation, Pennsylvania 
AFL-CIO, represented labor.

• Gladys Montgomery, Pennsylvania AARP, represented 
consumers.

Our work group began its task in October 2004, meeting at 
least once a month in person at PHC4 or via conference call. 
Under the capable leadership of Chair, Dr. Sochalski, Vice-
Chair, Dave Kreider, and the invaluable guidance of Jim 

Tompkins and the PHC4 staff, we were able to consolidate our 
diverse thoughts and experiences and focus on completing the 
report for approval by the Council and the presentation to the 
Legislature in November 2005.

As I quickly learned, and important for you to understand, the 
DATWG was only a fragment of PHC4’s responsibilities

PHC4’s focus is to help improve the quality and restrain the 
cost of health care in Pennsylvania by fostering competition in 
the health care market through the collection, analysis and dis-
semination of heath care data regarding both cost and quality. 

Formed in 1986 under Pennsylvania State statute, PHC4 was 
the result of more than three years of effort by a coalition of 
business and organized labor leaders working together to pass 
market-oriented reforms. Today, a 25 member Council con-
sisting of individuals who represent health care purchasers, 
providers, insurers, consumers and State government governs 
PHC4.

PHC4 collects over 3.8 million-inpatient hospital discharge 
and ambulatory/outpatient procedure records each year from 

continued on next page
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Aetna Small Business Solutions

THIS ADVERTISEMENT PREPARED BY GREY WORLDWIDE

CLIENT: Aetna SIZE, SPACE: Non-Bleed: 7" x 10"  B&W
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There’s always room
to grow your business.
Now Aetna gives you what you need to

take your business to the next level—health

insurance plans designed specifically for your

small business clients, and support tools

designed specifically for you. Our affordable

options include Health, Prescription Drug,

Dental, Disability and Group Life insurance

plans. We also offer consumer-directed

options, including HSAs. With our single

source simplicity, easy installation, and co-op

marketing program, you’ll have everything

you need to better serve your clients as you

grow your business. To find out more, visit

aetna.com or call your Aetna representative

at 1-800-98-AETNA.
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MAXIMIZE YOUR SALES

SUCCESS!
Companion Life’s Strong Product Portfolio and Direct
Underwriter Access Will Help You Close More Sales!

All Companion Sales in 2006 help you qualify for our 
2007 Leaders Conference at the fabulous Fairmont 

Southampton Princess Resort, Bermuda!

 •  Group Life, STD, LTD and Dental
 •  Voluntary Life, STD, LTD and Dental
 •  Small Group Trust (2-9)

DIRECT PROPOSAL FAX HOTLINE

1-800-836-5433

Bill Niermann
Marketing Offi cer
800-217-5746

bill.niermann@companiongroup.com

Bill Niermann
Marketing Officer
800-217-5746

Companion Life’s Strong Product Portfolio and Direct
Underwriter Access Will Help You Close More Sales!

•  Group Life, STD, LTD and Dental
•  Voluntary Life, STD, LTD and Dental
•  Small Group Trust (2-9)

DIRECT PROPOSAL FAX HOTLINE

FEATURE ARTICLE

HSAs: Myths & Facts
JoAnn Mills Laing, President, Information Strategies, Inc.

In many states, including Pennsylvania, 
Health Savings Accounts (HSAs) have 

proven to be a popular, viable, and lower cost healthcare solu-
tion for many. But at the same time, like the tales of dragons of 
old, a great many myths have grown up around them.

Myth #1: Very few people will set-up HSAs.
FACT: HSAs have gained wide popularity since their intro-
duction in January 2004. In the fi rst two years, 2.4 million set 
up HSA qualifi ed HDHPs, and 1.1 million custodial accounts 
were established. Already the adoption rate of HSAs is outpac-
ing IRAs at the same time in their adoption cycle by 7-fold.

By the close of 2010, 25% of the insured will have some form 
of HSA; this number will increase to more than 50% by the 
close of 2015. HSAs are popular in Pennsylvania as witnessed 
by the large number of available plans.

Myth #2: Only the young will set-up HSAs, because
older persons need insurance policies with better
coverage for their medical conditions.
FACT: HSA purchasers are older than those purchasing tradi-
tional insurance. Seventy percent of HSA purchasers are over 
age 40, with an average age of 46. Older workers and those 
who may need more health services see greater value in the 
control they get over their health choices through CDHPs. 

Myth #3: Only single people will set-up HSAs;
they are too risky for families.
FACT: 77% of those establishing HSAs are families with chil-
dren; 8% are single parents; and 29% live in households of 
four or more people. 

ISI and others such as AHIP have found that individuals and 
families who have HSAs believe it is too risky to have an 

continued on next page

Pennsylvania Health Underwriter
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HDHP without the custodial account features of an HSA because 
the safety nets, the deductible and out-of-pocket maximum prevent 
individuals and families from going bankrupt with a catastrophic 
medical occurrence.

Myth #4: Only the wealthy will purchase HSAs, because lower-
income individuals will not be able to contribute to
their accounts.
FACT: HSA purchasers come from many income levels. Thirty six 
percent have incomes of less then $50,000, and 27% of enrollees 
have a net worth of less than $25,000. HSAfinder.com has found 
low income individuals and families can lower their taxable in-
come rates to qualify for earned income tax credits, and in doing 
so, make back more than was contributed tax-free to their HSA 
accounts.

Examples, in 2006:
1. Childless worker making $12,150 can put in $50 to bring in-

come under the $12,120 EITC level; the maximum credit with 
no qualifying children is $412.

2. Worker married filing jointly with 2 or more qualifying chil-
dren making $38,500 can put in $200 to bring income under 
the $38,348 EITC level; the maximum credit with two or more 
qualifying children is $4,536. 

Let’s look at someone married filing jointly with a higher income 
level in 2006: incomes in excess of $61,300 are taxed at a 25% 

HSAs: Myths & Facts   continued from previous page

rate, and incomes below that at 15%. An above the line de-
duction of $1,000 on a $62,000 salary moves the taxpayer 
into a lower rate garnering additional savings for the year.

Myth #5: Only the healthy will set-up HSAs, because
insurers will offer coverage only to the healthiest ap-
plicants who present the least risk.
FACT: 1/6 of those who set-up HSAs have a recurring 
condition.

Myth #6: HSAs are too complicated for those without
a college degree to set-up.
FACT: HSA purchasers come from many educational and 
vocational backgrounds: 38% of HSA purchasers have 
only high school or technical school training.

Myth #7: Insurers will “cherry pick” the lowest
risk applicants to insure.
FACT: 93% of the HSA applications received HDHPs. 
This high number may in part be due to self-selection; 
those with medical conditions or not meeting height/
weight guidelines may self-select out. Also, while an ap-
plicant can get an HSA policy, the insurance offered might 
have a rider(s) to limit exposure; for example mole remov-
al - excludes from covering anything arising out of a mole 
in the future.

Myth #8: Insurers will not be able to provide
quality, low-cost health insurance to those who
purchase HSA-eligible policies.
FACT: Insurers provide comprehensive coverage at a mod-
est cost. Of the policies sold: more than 70 percent cost less 
than $100 per person per month, and almost 95 percent of 
policies cost less than $200 per person per month.

Myth #9: HSAs will not help to reduce the numbers of 
uninsured, because people without insurance coverage 
will be unable to afford an HSA policy.
FACT: HSAs already have reduced the number of unin-
sured Americans. Thirty seven percent of HSAs have been 
established by those previously uninsured. The cost sav-
ings varied by location, age, gender, health history etc., but 
on average, high-deductible health policies for HSAs cost 
20% for individuals and 34% for families less than compa-
rable managed care policies (such as a PPO).

Myth #10: HSA Users will defer needed preventive care 
or avoid taking needed medications that are not covered 
by high-deductible insurance.
FACT: They’re using preventative services, continuing to 

WHAT IS AN HSA?
An HSA is a health plan in which the employee or individual 
has a personal health account from which he/she pays medi-
cal expenses directly.  
The program includes two-parts:
1. High-deductible health plan (which usually costs less 

than other health plans) 
2. Custodial account for payment of current and future 

medical expenses, and accumulates savings to supple-
ment retirement.

While an HSA can be established by a company or by an indi-
vidual; an HSA is owned and controlled by the individual.
New Program has Generated Myths
Since Congress approved Health Savings Accounts (HSAs) 
and they became available in January 2004, HSAs have 
faced an educational mountain and, quite naturally, a number 
of myths have sprung up.  But because we now have two 
years of HSA User data available, facts (based on a Decem-
ber 2005 HSAfinder survey of 5000+ HSA Users) and market-
place data can be given to address these myths.
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take their medications (but choosing generic drugs with in-
creasing frequency) and making wiser choices on discretion-
ary expenses, such as reducing the use of emergency room 
and outpatient visits than those with conventional health in-
surance.

Myth #11: HSAs are not flexible.
FACT: HSAs are owned and controlled by the individual, who 
decides how, when and what to spend the HSA monies on or to 
save for a rainy day. HSAs are portable. They move from job 
to job and can pay for COBRA between jobs.

HSAs pay for the widest range of treatments and procedures: 
from prescribed cessation programs (weight-loss, drug, alco-
hol) to alternative medicine (acupuncture, therapies, chiro-
practic care) to preventive care (well baby, annual examines, 
screenings) plus much, much more. See www.irs.org, Publica-
tion 502, Medical and Dental Expenses, for a complete list-
ing.

HSAs have a trifecta for tax advantages: money put into the 
account is tax-free, funds used for qualified medical expenses 
are tax-free, unused funds grow along with any interest or div-
idends tax-free.

WHAT’S IN AN HSA FOR YOU?
It’s a way to save money on healthcare.  Sooner or later you will have to spend money on healthcare. But an HSA might 
help you spend less. 

It’s a vehicle to save on taxes. Not only does an HSA let you cover your medical costs tax-free, but also your tax-free 
contributions to the account may nudge you into a lower tax bracket — so you could save on your tax bill, not just your 
healthcare costs. Plus, interest and dividends on an HSA are tax-free. 

It’s a way to pay for healthcare your traditional insurance might not cover.  You can use an HSA to pay tax-free for 
acupuncture, visits to the chiropractor, fertility treatments, therapy, and laser eye surgery — just to name a few.

It’s portable.  HSAs can travel with you from job to job. You always have a right to 100% of the money in your account. 

It’s a source of investment income.  HSAs are designed so that you can always withdraw money when you need it. But 
the money you don’t withdraw has the potential to grow and accumulate interest and dividends tax-free. 

It’s an improved retirement account. HSAs function much like 401(k)s or IRAs, but with an important difference. When 
you put money in a typical retirement account, it’s there to stay — you could forfeit as much as a third of it in tax penal-
ties if you withdraw it before reaching retirement age. With an HSA, when you use the money for medical expenses, your 
withdrawals are tax-free. HSAs don’t replace your current retirement accounts, but they can be a major supplement to your 
retirement savings. Plus, an HSA is an inheritable asset.

It puts money in your pocket.  To participate in an HSA, you must be enrolled in a qualified high-deductible health plan 
(HDHP). HDHPs typically have the lowest premiums of all health plans. If you’re currently enrolled in a Health Maintenance 
Organization (HMO) or a Preferred Provider Organization (PPO) plan, and you switch to an HDHP, you could save one-
fifth to one-third of your cost for coverage right off the bat, perhaps even more. (Some HMOs and PPOs are offering HSA 
eligible plans.)

2006 HSA AMOUNTS

Minimum deductibles for insurance
$1,050 for individual coverage 

$2,100 for family coverage

Maximum contributions:
the lesser of the deductible or
$2,700* for individual coverage

$5,450* for family coverage 

Plus, there is a catch-up provision of $700* per 
eligible account for people 55+ years

Maximum out-of-pocket
$5,250 for individual coverage

$10,500 for family coverage

NOTES
family is 2+ people

*amounts are pro-rated for partial year
Source: www.irs.gov

continued on next page
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A Matter of Politics 
Janet Trautwein, Executive Vice President and CEO, NAHU

I’d like to talk with you today about a 
matter of great importance. We have 
some problems brewing in Washing-

ton, DC. You’ve probably been hearing about some of them on 
local and national news. It seems that Washington comes up 
with some new scandal every day. To be sure, many of these 
probably seem far away from the everyday realities where you 
live and work. Some of them are “only in Washington” type 
scandals, and may not seem to have a whole lot of relevance 
to real issues. 

Unfortunately, what these scandals create is political unrest. 
They cause divisions in groups, whether those groups are po-
litical parties or coalitions of organizations working towards 
meaningful change. And groups that lose their ability to work 
together to achieve good things also are unable to work to-
gether to prevent bad initiatives from becoming reality.

Although we’ve had some recent legislative successes, we need 
to be more diligent than ever in all of our legislative and regu-
latory efforts, including our lobbying efforts in DC and state 
capitals across the country, and our grassroots efforts where we 

as individuals work together to achieve common objectives. 
We need to make absolutely certain that the unrest we are see-
ing today doesn’t result in the wrong people being elected to 
offi ce – people who do not share our goals for a private-sector 
health care system rather than government-run health care and 
other government-heavy health initiatives.
 
The current political unrest we see in Washington will dramat-
ically impact mid-term Congressional elections in November. 
We have a very short time to ensure that the right people are 
elected. Regardless of your political party preference, think 
about the consequences, for example, of the wrong person 
coming to a majority leadership position. Let’s assume for our 
example, and it’s easy to fi nd people who meet this descrip-
tion, that this person believes the government should have 
more control over the delivery and fi nancing of health care. 
Let’s further assume that this person becomes speaker of the 
House of Representatives. 

1. The speaker of the House controls committees where any 
legislation that affects us will be considered, and appoints 
the committee chair. 

STATE OF THE UNION REVIEW
President Bush gave his annual State of the Union address on January 31, outlining his agen-
da for the second half of the 109th Congress and the remainder of his term in offi ce. Health 
care is an important agenda item, and Bush stated his support for health care IT expansion 
and the use of electronic medical records, expanding HSAs to ensure both individuals and small business em-
ployees have advantages larger businesses currently enjoy, and to increase portability of health insurance for 
employees when leaving employment. 

Bush has proposed extending the benefi ts of HSAs to low-income families and individuals through the use of 
refundable tax credits to be used toward the purchase of HSA-compatible policies. He acknowledged the need 
for change as the country faces increasing health care costs and the government faces increasing Medicaid 
and Medicare costs. He believes all Americans should have access to high-quality, reasonably priced, reliable 
health care. 

Bush also asked the Congress to pass medical liability reform this year. Liability premiums for physicians and 
large jury awards have impacted the ability of physicians to treat patients and afford to stay in practice, specifi -
cally OB/GYNs and other specialty physicians. The president has proposed providing $500 million per year to 
encourage states to test innovative methods for covering the chronically ill. Additionally, he supports allowing 
employers to make higher contributions to HSAs held by chronically ill employees.
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which program the client is eligible to participate. There are 10 
key considerations:

1. Who is eligible? HRAs include employees, former em-
ployees, spouses and dependents and HSAs include non-
Medicare eligible individuals, business owners, spouses 
and dependents.

2. Who is excluded? HRAs exclude S-corp., LLC, LLP, Part-
nership owners and their spouses; HSAs exclude Medicare 
eligible persons (cannot fund HSA but can claim money 
existing in an established account) and non-dependent do-
mestic partners.

3. What expenses are eligible? All Code 213 medical expens-
es (such as health insurance), but excludes long term care 
expenses (both HRAs and HSAs).

4. What premiums are eligible? HRAs can reimburse all 
health related premiums and includes long-term care pre-
miums. HSAs exclude all health related premiums but in-
clude long term care premiums and may consider health 
premiums while unemployed (COBRA premiums).

5. Who controls the plan? HRA plans designed by the em-
ployer and HSAs are mandated by the IRS and must be 
offered with an HDHP and cannot have other insurance 
coverage except as allowed.

6. What coverage is allowed? No conflicting coverage with 
HRAs, but HSAs require an HDHP and allow the employee 
to own long term care insurance, dental, vision, accident, 
specific illness, hospital income and critical illness. HSAs 
exclude prescription drug plans.

7. What are the funding requirements? HRAs require no pre-
funding. HSAs require no funding, however, if funded, 
they must be funded into a trust account where the initial 
contributions are limited to the monthly pro-rata policy de-
ductible of the HDHP for each tax year, i.e., $2,600 per 
single coverage and $5,150 per family coverage in 2006 
(whichever is less). Participants in the plan age 55 and old-
er may contribute an additional catch-up contribution of 
$500 per year.

8. How are the dollars paid out? HRAs make the funds avail-
able anytime or as accrued into the account based on the 
plan design. Third party claims adjudication is required 
(debit cards provide for electronic claims adjudication). 
HSAs are paid out from the trust account as dollars become 
available and are self-adjudicated by the account.

9. Are there discrimination rules? Yes for both. If an em-
ployer contributes to the HSA, the contributions must be 
comparable for similar persons, i.e., single versus family 
coverage.

10. Can dollars be used for other than medical? HRA – no. 
HSA – yes. Prior to age 65, a 10% penalty plus taxation for 
the year funds are withdrawn, but after age 65, no penalty 
-- only taxes.

FSAs, HRAs and HSAs are a client specific consideration. 
They can be useful for clients who are frustrated with standard 
health insurance programs and who desire an alternative solu-
tion to health care coverage. HRAs and HSAs afford employers 
the opportunity for immediate insurance premium savings. In-
surance premium savings is generated through innovative plan 
design changes that incorporate the use of HRA and HSA pro-
grams. The addition of supplemental insurance coverage may 
be an effective way to increase benefits options while temper-
ing the health insurance coverage for maximum savings. Make 
sure you fully discuss the plan with your client.

CDHC PARTICIPANTS HOLD 
ACCOUNT BALANCES FOR
HEALTH CARE EXPENSES

Vested Health, LLC, (Charleston, WV) recently stated 
that while most people start the year needing to meet 
their health insurance deductible, those enrolled in a 
Vested Health consumer-directed plan started 2006 
with more than $1,650 available to them to cover their 
out-of-pocket health costs. “This statistic proves that 
our plans are structured to help consumers accumu-
late health care dollars they will need for their future 
health care costs,” said Shawn Dobson, VP of Con-
sumer ActiVation for Vested Health. After analyzing the 
usage and outcome data of its current membership, 
Vested Health showed that:

• On average, Vested Health members retained more 
than sixty percent of their dollars year-over-year.

• The average Vested Health member had more than 
$1,650 dollars available to them on January 1, 2006 
to cover their out-of-pocket health care costs.

• All this has happened while a majority of employers 
have realized single digit rate increases year over 
year.

“On average, seventy-five percent of Americans across 
the United States will spend less than $1,000 on health 
care in 2006, but will start the year needing to meet 
a $500 deductible. Our membership is positioned to 
have the dollars they will need for their health care they 
want from day one,” said Dobson.
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Comparison of Consumer Directed Health Care Offerings: HSA, HRA, FSA
Health Savings 

Account
(HSA)

Health Reimbursement 
Account

(HRA)

Flexible Spending 
Account
 (FSA)

ESTABLISHMENT OF ACCOUNT

• Eligible Individual 

• Employer 

• Integrate With Employer-
Sponsored Cafeteria Plan 

Employer-Sponsored Benefit 
Program

Employer-Sponsored Benefit 
Program Via Cafeteria Plan 

ACCOUNT TYPE Trust Or Custodial Account 
• General Assets Of Employer 

• Trust 

• General Assets Of Employer 

• Trust 
CONTROL AND OWNERSHIP OF 

ACCOUNT Employee Employer Employer

ACCOUNT PORTABILITY Yes No No
HIGH-DEDUCTIBLE HEALTH PLAN 

(HDHP) REQUIRED Yes No No

ELIGIBILITY

• Eligible Individual Covered 
By HDHP 

• Eligible Employee Covered 
By HDHP

Employee Who Meets 
Employer’s Eligibility Criteria 

Employee Who Meets 
Employer’s Eligibility Criteria 

FUNDING

• Individual 

• Employee Salary Reduction 
Dollars

• Employer 

• Third Party 

Strictly By Employer 

• Employee Salary Reduction 
Dollars

• Employer 

ACCOUNT LIMITS

Individual —
Lesser Of 
Deductible Amount ($1,050+) 
or $2,700 
(For 2006) 

Family —
Lesser Of 
Deductible Amount ($2,100+) 
or $5,450 
(For 2006) 

No Statutory Required Limit No Statutory Required Limit 

ANNUAL OUT OF POCKET LIMITS

• $5,250 Individual 
(For 2006)

• $10,500 Family 
(For 2006)

N/A N/A

DISBURSEMENT OF MONEY Checks, Debit Card, 
Withdrawal Slips 

Reimburse Through 
Employer

Checks, Debits, Withdrawal 
Slips

QUALIFIED MEDICAL EXPENSES 

• Qualified Medical Expenses 
As Defined In IRC §213(d),
Including Over-The-Counter
Drugs

• Retiree Health Insurance 
Premium Other Than 
Medicare Supplement 
Policies

• COBRA Premium 

• Long Term Care (LTC) 
Insurance Premium 

• Health Insurance Premium If 
Receiving Unemployment 

Not Permitted:

• Qualified Medical Expenses 
As Defined In IRC §213(d), 
Including Over-The-Counter
Drugs

• Health Insurance Premium, 
Including LTC Premium 

• Qualified Medical Expenses 
As Defined In IRC §213(d), 
Including Over-The-Counter
Drugs

Not Permitted: 
• Health Insurance Premium, 
Including LTC Insurance 
Premium
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• Any Other Type Of Health 
Insurance Premium 

TAX TREATMENT OF 
CONTRIBUTIONS

• Individual’s Contributions To 
Own HSA Tax-Deductible

• Employee-Contributions To 
Employee’s Own HSA Are 
Tax-Deductible

• Employer-Contributions To 
Employee’s HSA (With Or 
Without Cafeteria Plan) With 
Salary Reduction Dollars:
- Deductible By Employer
- Excludable From 
Employee's Gross Income

• Only Employer 
Contributions Permitted: 
- Deductible
By Employer
- Excludable From 
Employee’s Gross Income 

• Only Employer 
Contributions Permitted: 
- Deductible
By Employer
- Excludable 
From Employee’s Gross 
Income

TAXATION OF INTEREST OR 
DIVIDEND ACCUMULATION Tax-Free N/A N/A

CONSEQUENCES OF CASHING-
OUT ACCOUNT FOR NON-

QUALIFIED MEDICAL EXPENSES

Distributions Are Taxed As 
Income And Subject To 10% 
Penalty Tax, Except 
Following:

?? Death
?? Disability
?? Attainment Of 

Medicare Eligibility 
Age

No Cash-Out Option 
Available

Some (Section 125 Rules 
Apply)

CARRY-OVER OF FUNDS 
PERMITTED Yes Yes

(Employer Decides) No

DEATH OF ACCOUNT HOLDER

Surviving Spouse Only (If 
Designated Beneficiary) 
Entitled To Use Remaining 
Account Monies For Qualified 
Medical Expenses 

Eligible Dependents Entitled 
To Use Remaining Account 
Monies For Qualified Medical
Expenses, In Accordance 
With The Plan Document 

Eligible Dependents Entitled 
To Use Remaining Account 
Monies For Qualified Medical 
Expenses, In Accordance 
With The Plan Document 

APPLICABILITY OF ERISA No Yes Yes

SUBJECT TO COBRA 
?? No, If Not 

Employer-Based
?? Unclear, If 

Employer-Based

Yes Yes

EFFECTIVE DATE 1/1/2004 6/26/2002 3/7/1989
Notes: Amounts listed are indexed annually.  Plus, there is an additional catch-up provision for individuals 55+ years, 
$700 in 2006 increasing $100 per year to $1,000 in 2009 and thereafter.

State Mechanism for Proving Medically Uninsurable Individuals with Coverage Options

California All carriers must guarantee-issue two standardized plans to all individuals who exhaust their high-risk pool benefits.

District of Columbia Guarantee-issue coverage is available through Carefirst Blue Cross/Blue Shield all year.  Coverage is limited to a specified plan 
(HMO) with no cap on rates.

Hawaii State comprehensive employer program requires employers to provide coverage to individuals who work 20 or more hours per week.
There are no coverage requirements for individuals who do not have access to the employer group market.

Iowa Carriers must guarantee-issue a standard plan for anyone who has 12 months of consecutive coverage, has exhausted COBRA, and
is a resident of the state.  Those without 12 months of coverage go the state high-risk pool until they’ve completed the 12 months.

Idaho Carriers must guarantee-issue products but may impose rating restrictions.  High Risk Reinsurance Pool began in 2001 to allow 
individuals to purchase these basic plans at lower cost.

Maine All carriers must guarantee-issue all products.

Massachusetts All carriers must guarantee-issue all products.

Michigan Open enrollment for private carriers.  Blue Cross/Blue Shield of Michigan must provide guarantee-issue coverage all year.

New Jersey All carriers must guarantee-issue all products.

New York All carriers must guarantee-issue all products.

North Carolina Blue Cross/Blue Shield of North Carolina must provide guarantee-issue coverage for some products all year.

Ohio All carriers must guarantee-issue coverage with caps on each carrier's participation based on their volume of business.  Rates are 
limited based on whether or not a person is a HIPAA eligible. HMOs have one annual enrollment.  Other carriers open each January 
1st until they reach their maximum required enrollment, and only two products are required to be available. 

Pennsylvania The state’s various Blue plans must provide guarantee-issue coverage all year, but it is limited to certain products.

Rhode Island Carriers must guarantee-issue at least two products to individuals with 12 or more months of creditable coverage.  Blue Cross Blue 
Shield of Rhode Island voluntarily conducts an open enrollment period.

South Dakota Carriers must guarantee issue standard and basic plans up to a specified percentage of their overall block of business.

Tennessee The medically uninsurable component of TennCare.

Utah All carriers must guarantee issue a basic plan similar to a plan offered by the state’s high-risk pool, only if the high-risk pool is at its 
capacity.

Vermont All carriers must guarantee-issue all products.

Virginia Anthem Blue Cross and Blue Shield provides guarantee-issue coverage, limited to certain products, all year.

Washington All carriers must guarantee-issue all products to medically qualified individuals who are deemed too healthy for coverage in the state 
high-risk pool.

West Virginia Some HMOs conduct open enrollment periods.  The state passed legislation in April of 2004 authorizing the creation of a high-risk
pool.

PLEASE NOTE: The information presented in this analysis is the exclusive property of the National Association of Health Underwriters (NAHU).  It was 
prepared as an informational resource for NAHU members, state and federal policymakers and other interested parties.  It is not to be duplicated, copied, 
or taken out of context.  Any omission or the inclusion of incorrect data is unintentional. If you have any questions about the information presented in this 
document, please contact Jessica Waltman, NAHU Legislative Director, State Affairs at (703) 276-3817 or jwaltman@nahu.org.

National Association of Health Underwriters
STATES WITH PROGRAMS FOR THE MEDICALLY UNINSURABLE,
EXCLUDING STATE HIGH-RISK HEALTH INSURANCE POOLS  •  MAY 2004
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Excerpts from Phillips Associates’ LEG-REG REVIEW

HOUSE HEARING FOCUSES ON ASSOCIATION PLANS
The House Insurance Committee convened a hearing January 26th to consider House Bill 2331 (Zug-R-Lebanon) governing 
experience rating for association group health plans. Testifying for the bill were the PA Farm Bureau and NFIB. Raising con-
cerns were Highmark, Blue Cross of North East PA, Insurance Federation, and the PA Chamber of Commerce and Industry. 
Highmark’s written statement expressed concern that experience rating these groups would fragment the insurance risk pool 
and create an even more chaotic rating structure for small business than exists now.

HOUSE PROPERTY TAX PLAN DRAWS MORE FIRE
The second hearing convened by the Senate Committee on Legislation January 18th to review House amendments to SB 
854 drew another crowd of business groups and associations opposing expansion of the sales tax. Among those testifying 
or presenting testimony in both hearings representing the insurance industry were Donegal Mutual, Penn Mutual Life Insur-
ance Company, Erie Insurance Exchange, Insurance Agents & Brokers (IA&B), Vanguard, PA Association of Insurance and 
Financial Advisors (PAIFA), and Highmark. Other groups to note were NFIB, PA Bankers Association, Community Bankers, 
Lancaster Chamber of Commerce, and the PA Institute CPAs. To study the bill itself, go to www.pasenategop.com for a 
summary. Text of all written testimony may be found there as well. Although unlikely to pass in current form because of the 
firestorm of opposition SB 854 generated, there may be traction for expanding the reach of the sales tax somewhat and in-
creasing the Personal Income Tax to make up for monies if the sales tax were not expanded to professional services. If you 
prefer to read the actual language of the legislation, use www.legis.state.pa.us and key in “sb854” (no space).

DEMOCRATS PRESENT ANOTHER PROPERTY TAX PLAN
Given the chilly reaction in the Senate to House-passed property tax legislation (and by the fact that SB 854 was repeatedly 
attacked during two January hearings of the Senate Committee on Legislation), House Democratic leaders unveiled another 
plan designed to address differences and forge a compromise. The Democrats’ plan would increase the sales tax rate. The 
Senate reaction was moderate interest but with a caveat that school districts should still only be able to raise taxes by local 
referendum.

PAHU CONVENES UNIVERSAL HEALTH CARE BRIEFING
The Pennsylvania Association of Health Underwriters (PAHU) convened its annual Staff Briefing in Harrisburg last week, 
focusing on other states’ experiences in attempting to establish a system of universal health care. Jessica Waltman, NAHU’s 
Legislative Director of Research, presented information on three different approaches taken in Tennessee, Maine, and Cali-
fornia. TennCare was the result of Clinton Era reform efforts and now poses a serious strain on state resources even with 
eligibility cutbacks. Maine’s experience resulted in pricing above the private sector. California’s attempt to force employers to 
provide health insurance never went into effect because of a voter referendum last fall. It was a law passed during the wan-
ing days of former Governor Gray’s Administration. This issue has special context because of the Rendell Administration’s 
receipt of an HHS grant to study the feasibility of a universal coverage plan in PA. PAHU will make this issue a central focus 
of its February 15th Day on the Hill.

ON THE FEDERAL SIDE…
• DDS Research Services announced findings of a mid-December study suggesting that less than 24% of seniors had cho-

sen a Part D Medicare Plan while 53% said that they had no plans to do so. Familiarity with Part D has increased with one-
quarter of seniors being ‘very familiar’ versus 11% last September. Almost all (97%) have said that they remember seeing 
ads for Medicare Part D from either HHS or insurers.

• A national study conducted by Milliman actuarial firm for the American Association for Long-Term Care Insurance examined 
claims from 1.6 million policies to conclude that only 14.4 percent of policies result in a claim longer than 24 months and 
5.6% were for longer than three years. Over a three-year benefit period, only eight in 100 exhausted their policy. Details: 
www.aaltic.org. 

• The January 19 Blue Cross Association HealthIssues Weekly Briefing reported that HHS Secretary Mike Leavitt said that 
the government was working to address media reports that tens of thousands had experienced problems in obtaining their 
medications.

A SUMMARY OF NEWS & RESOURCES



30  

NAHU’s 2006 CAPITOL CONFERENCE 

MARCH 27 - 29, 2006
Details are available at: http://nahu.org/meetings/CAPITOL/Lodging_2006.htm 

Capitol Conference
March 27 - 29, 2006

Details are available at: http://nahu.org/meetings/CAPITOL/Lodging_2006.htm

IMPORTANT DEADLINES 

EARLY BIRD CAPITAL CONFERENCE REGISTRATION DEADLINE: FRIDAY, FEBRUARY 10, 2006 

This means:
?? Faxed registrations (with payment in full via credit card) must be received at NAHU no 

later than 9:00 p.m. eastern time on February 10th.
?? Electronic registrations (with payment in full via credit card) must be e-mailed no later 

than 9:00 p.m. eastern time on February 10th. 
?? Mailed registrations must be postmarked no later than February 10th.
?? Registrations using NAHU bucks or with payment by check must be mailed!

CAPITAL HILTON HOTEL RESERVATIONS CUT-OFF DATE: FRIDAY, MARCH 3, 2006

This means:
?? The hotel is not required to give you our conference rate if you call after March 3rd, even 

if they have rooms available. 
?? You are not guaranteed to receive the conference rate up until that date. The hotel is only 

required to honor our group rate until we fill our contracted block of rooms. 
?? Your credit card will be charged one night's deposit when you make your reservation. 

TRANSPORTATION

American Airlines has been selected as the official airlines of Capital Conference 2006. American 
is offering a 5% discount off lowest applicable fares, as well as zone fares. Zone fares allow for 
discounted travel without a Saturday night stay over, and are partially refundable if you need to 
cancel.

For conference airline discounts, visit www.aa.com and enter A2136AR as the discount code. Or 
you may contact (or have your travel agent contact) American Airlines Meeting Services Desk toll 
free (1-800-433-1790) and refer to authorization number A2136AR.

Avis is offering discounted car rental fees to Capital Conference attendees. To take advantage of 
discounted rates, call 1-800-331-1600 and use discount code number D086892. 

HOTEL ACCOMMODATIONS

Capital Conference is returning to the Capital Hilton Hotel, located at 16 th & K Streets, NW. You 
may make reservations by calling 1-800-445-8667 or 202-393-1000. Be sure to identify yourself 
as an NAHU Capital Conference attendee to obtain the discounted rate of $224 single/$249 
double. Towers Rooms are available for $254 single/$280 double. Quoted rates do not include 
tax. Check-in time is 3:00 p.m. One night's deposit is required to guarantee your reservation, and 
your credit card will be charged at the time you make your reservation. The reservation cut-off
date is Friday, March 3rd. Be sure to make your reservations early, as the hotel will offer the 
group rate only until our block of rooms is filled. 

•

•

•
•

•

•

•
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NAHU’s 2006 CAPITOL CONFERENCE 

Preliminary Schedule
( Times are approximate and subject to change ) 
 
SUNDAY, MARCH 26
11:00 a.m. - 6:00 p.m. ...................................................................................................Registration
8:00 a.m. – 5:00 p.m. ............. Leadership Training for Chapter Presidents-Elect (by invitation)

MONDAY, MARCH 27
7:30 - 8:30 a.m. ........................................................................................... Continental Breakfast
7:30 a.m. - 4:30 p.m. ....................................................................................................Registration
8:00 - 9:30 a.m. .....................................................................Meeting of State Legislative Chairs
8:30 - 9:30 a.m. .........................................................................Meeting for First Time Attendees
9:45 - 11:30 a.m. ................................................................................................... General Session
11:30 a.m. - 1:00 p.m. ......................................................................................Lunch on your Own
1:00 - 2:00 p.m. ...............................................................................................Break Out Sessions
2:15 - 3:15 p.m. ................................................................................. Breakout Sessions (Repeat)
3:30 - 5:00 p.m. .................................................................................................... General Session
5:00 p.m. ...........................................................................................................Regional Meetings
6:00 p.m. ........................................................................................................ Dinner on your Own

TUESDAY, MARCH 28
7:15 - 7:45 a.m. ........................................................................................... Continental Breakfast
7:45 - 11:45 a.m. ................................................................................................... General Session
11:45 a.m. – 1:00 p.m. .....................................................................................Lunch on Your Own
1:00 – 5:00 p.m. ...................................................................................... Lobbying on Capitol Hill
5:00 p.m. ................................................................................................................... HUPAC Event

WEDNESDAY, MARCH 29
7:15 – 7:45 a.m. .......................................................................................... Continental Breakfast
7:45 – 11:30 a.m. .................................................................................................. General Session
11:30 a.m. – 1:00 p.m. .....................................................................................Lunch on your Own
1:00 – 5:00 p.m. ...................................................................................... Lobbying on Capitol Hill
5:30 – 7:00 p.m. .................................................................................... Congressional Reception
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Cancellation Policy:  All cancellations must be in writing and submitted via mail or fax. Cancellations by March 3, 2006 - full refund, less $50 administrative fee.
Cancellations after March 3, 2006 - If there is an act of terrorism or war within the United States that, in the opinion of the NAHU Board of Trustees, makes it im-
possible or inadvisable for members to attend Capitol Conference, written cancellation requests received prior to the start of the conference will be honored in full,
less a $50 administrative fee. In the absence of such an incident, no refunds will be provided.
� Please check here if you have any special needs or require special services to fully participate in Capitol Conference 2006.  Please attach a list of your specific needs.

NAHU’s 16th Annual
CAPITOL CONFERENCE
March 27-29, 2006

My check made payable to NAHU is enclosed. �

Please charge my registration fee to: � MasterCard � Visa � American Express � Discover

Account Number ______________________________________________________ Expiration Date __________________________

Signature ______________________________________________________________________________________________________

NOTE: You may pay all or any portion of your registration with NAHU Bucks. Mail registration with payment to:
NAHU Capitol Conference Registration, 2000 N. 14th Street, Suite 450, Arlington, VA, 22201. Registration forms may be
faxed to (703) 841-7797, but must include credit card information and authorization.

By February 10 . . . . . . . . . . . . . . . . . . . . . . . . . .$325
February 11 - March  3  . . . . . . . . . . . . . . . . . . .$350
After March 3  . . . . . . . . . . . . . . . . . . . . . . . . . . .$425

Total Amount Due $ ______
Less “NAHU Bucks” enclosed $ ______
Total Amount Remitted $ ______

PAYMENT INFORMATION

First Name (please print your full legal name) Last Name Designations

Nickname for Badge Company Name

Business Address City, State, Zip

Telephone Fax E-mail

� I will attend the Congressional Reception
(Wednesday, March 29, 5:30–7:00 p.m.)

� This is my first Capitol Conference

� I have contributed to HUPAC 
since January 2005

In case of emergency, please notify:

Name

Daytime Phone Evening Phone

GUEST FEE - $50
Guest fee includes 2 continental breakfasts and the Congressional
Reception. Guests cannot be health insurance professionals.
Note: Congressional Reception guests must be at least 21 years of age. Only Capitol
Conference attendees and their registered guests may attend the reception.

Guest Name ________________________________________________

REGISTRATION FEES


