Medicare (Medical) Savings Accounts - MSAs


Medical Savings Accounts are the result of the Balanced Budget Act (BBA) of 1997 and the Health Insurance Portability and Accountability Act (HIPAA) of 1996. MSAs are known as “Medicare Savings Accounts.” They can exist through employers, state benefits, and through the federal government. This information refers only to the federally qualified Medicare Savings Accounts (MSAs) that are offered under the Centers for Medicare & Medicaid Services as approved Medicare Advantage plans for 2007. The Medicare Advantage MSA plan enrollments for 2007 coincide with the Part D Annual Enrollment Period, but they are not synonymous and differ greatly in structure and benefit. Applications are in paper form through the plan, one cannot enroll on-line. 

Theoretically, MSAs had the potential to exist since 1997; it was not until very recently that any plans were offered. For 2007 they are offered in both demonstration projects that are statewide, and “regular” plans that are locally offered. In general, one who signs up for an MSA is insuring themselves for catastrophic coverage. They are designed for someone who can afford to spend at least $2,500 per year out of their own pocket for routine or preventive care, in addition to and apart from, any Part D related expenses. In general, MSAs allow you to choose a Medicare Advantage Health Plan that is linked to a newly developed personal savings account used to pay for medical expenses. By using this account to pay for medical expenses you are meeting your health plan’s high deductible. First you choose a health plan and then they supply you with any and all banking information. You cannot choose your own bank or use an existing account. Banking arrangements are set up by the plan. 

The following chart illustrates the most important aspects of MSAs:
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	Medicare deposits a lump sum anywhere from $1,000 up to $2,000 at the beginning of the year into an interest bearing savings account.
	High deductible must be met before benefits of Medicare Advantage Plan

takes effect.
	Local (Regular) or statewide (Demonstration) plan.
	MSA Medicare Advantage Plans do not carry drug coverage.

	Lump sum is used to meet medical expenses that go towards your deductible.
	Still paying Part B premium in addition to any deductibles, premiums or copays under the MA MSA plan
	Access to any Medicare provider within the geographic area (“network”) set forth by the plan
	Have option to sign up for a stand alone Medicare Part D benefit.

	Deductible is met through medical spending and cannot be more than $9,500 per year.
	Medicare pays premium on behalf of beneficiary directly to the MA plan.
	Benefits are similar to Original Medicare.
	No coordination of coverage occurs between the MSA MA plan and a PDP Part D plan.

	You can use an electronic debit card to pay for your medical expenses linked to this account.
	Can charge a separate premium for additional coverage such as dental, vision, hearing, etc. up to yearly cap.
	Non-Medicare participating providers can “balance bill” up to 15%.
	You can use the funds in your MSA account to cover Part D costs and they do count towards TrOOP, however, using the funds in this way is not tax exempt.



	You cannot deposit funds in to this account.
	Out of pocket expenses capped yearly at $9,500 - including yearly deductible.
	Those with Medicaid, supplemental “Medigap,” retiree, union, VA, TFL or FEHBP or other health insurance cannot enroll in an MSA plan
	

	Money that goes unused after a year of being in the plan rolls over into next year.
	Demonstration MSA plans allow for copayments or coinsurances after meeting the deductible up to yearly cap. Regular plans cover 100% of any Medicare covered cost once deductible has been met.
	Plans cannot offer supplemental benefits to cover the cost of the deductible.

Access to your health plan’s coverage under Medicare only occurs after you have met your yearly deductible.
	When utilizing a Special Enrollment Period to disenroll or change your MSA MA at any time, you can keep your stand-alone Part D PDP benefit.

	Income tax is paid on any money used towards non-medical expenses.
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