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1995 WISCONSIN ACT 453

AN ACTto repeal 632.745 (1) (f) 2.to renumber 635.02 (5m); andb create 71.05 (6) (a) 19., 71.05 (6) (b) 22.,
71.07(5) (@) 7., 71.10 (4) (j), 71.83 (1) (c), 632.745 (1) (f) 2., 632.898 and 635.02 (5m) (b) of the steltttes;
to: tax—exempt individual employe medical savings accounts established by emploselfsemployed persons
with the diference between the cost of low-cost, high cost-share health care coverage and more costly health care
coverageexcluding coverage that is linked to a medical savings account from certain coverage portability provisions

andgranting rule—making authority

The people of the state of Wisconsin, represented in
senate and assembly, do enact as follows:

SecTionN 1. 71.05 (6) (a) 19. of thstatutes is created
to read:

71.05(6) (a) 19. Any principal that is withdrawn, and
anyaccumulated interest, dividends or other gaindbat
crues, from an accoudescribed under s. 632.898 during
thetaxable year in which a withdrawal occurs freath

spouseand up to $1,000 each year for each nonspouse de
pendentas defined in s. 632.898) (b), and any interest,
dividendsor other gain that accrues in the account if the
interest, dividends or other gamredeposited in the ac
count,if the account is usegkclusively to pay the medi

cal care expenses and long—term care expenses of the in
dividual, his or her spouse and each minor dependent,

to purchase long—term care insurance, as defined in s.

anaccount if any amount of the money or other assets in146.91(1), for such individuals. The maximum amount
the account is withdrawn for any reason other than the of a deposit to an account that is created under this-subdi

paymentof medical carexpenses or long—term care ex

vision shall be increased each ydaginning in 1998, by

penser the purchase of long-term care insurance, as 3 percentage equal the percentage change between the

definedin s. 146.91 (1), for the account holdgs or her
spouseand all nonspouse dependents, as defined in
632.898(1) (b), except that this subdivisidimes not ap
ply after the death of the account holder

SecTION 2. 71.05 (6) (b) 22. of the statutexcigated
to read:

71.05(6) (b) 22. Any amount that is deposited by an
employeron behalf of that employeremploye, or by a
self-employegberson on hisr her own behalf, in an ac
countdescribed under s. 632.89 to $2,000 each year
for an individual, up to $2,000 each year for his or her

* Section 9911, WiscoNsIN STATUTES 1993-94: Efective date of acts.

U.S. consumer price index for all urban consumers, U.S.
city average, for the month of June of tuerent year and
the U.S. consumer price index for all urban consumers,
U.S.city average, for the month of June of the previous
year,as determined by the U.S. departmerabbr The
revisedamountsshall be rounded to the nearest whole
number. The department of revenue shall adoptuig

the changes in dollar amounts required under this subdi
vision every yegrand incorporate the changes in the in
cometax forms and instructions.

“Every act and every portion of an act enacted by the legislatu

the governotrs partial veto which does not expressly prescribe the time when it tatssbill take ééct on the day after its date of publicati
asdesignated” by the secretary of state [the date of publication may not be more than 10 working days after the date of enactment].
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SectionN 3. 71.07 (5) (a) 7. of thetatutes is created
to read:
71.07(5) (a) 7. The amount claimexs a deduction

for unreimbursed medical care expenses under section
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6. A certified public accountant licensed to practice
in this state.
7. An employer that has a self-insured health plan.
8. An employer that participates in the program under

213(a) of the internal revenue code to the extent that thethis section.

funds used to pay for the unreimbursed expenses for

which the deductiorwas claimed were withdrawn from
an account described under s. 71.05 (6) (b) 22.

SecTioN 4. 71.10 (4) (j) of the statutes is created to
read:

71.10(4) (j) Any amount of money or other assets
computedunder s. 71.83 (1) (c).

SecTion 5. 71.83 (1) (c) of the statutes is created to
read:

71.83(1) (c) Medical savings account withdrawals.
1. Except as provided in subd. 2., iperson is required

(b) “Dependent” has the meaning given in s. 635.02
(3c¢).

(c) “High cost-share health plan” means any health
insurancepolicy, certificate orcontract with deductibles,
copayment®r other cost—sharing provisions of at least
$1,500if the insureds coverage is singler at least
$3,000if the insureds coverage is family

(2) (a) An employer that, iproviding health insur
ancecoverage for its employes,fefs its employes a
choiceof health benefit plan options that includesgh
cost-sharéealth plan may establish a medical savings

to add any amount to federal adjusted gross income undeaccountfor an employe who chooses a high cost-share
s.71.05 (6) (a) 19., the person shall pay an amount equahealthplan.

to 10% of the amount that is withdrawn from the account

(b) The medical savings account shall be established

thatresults in a person making a payment under s. 71.05asa separate account in the empleyegme and shall be

(6) (a) 19.

theemploye$ property The account may be established

2. The penalty under subd. 1. does not apply and upwith any account administrator that is approvedhsy
to 25% of the balance in the account described under scommissioneto administer medical savingEcounts.

632.898may be withdrawn each ye&gany of the follow
ing occurs:
a. The account holder or his or lsgrouse reaches the

The commissioner shall approasm account administra
tor to administer medical savings accounts if the account
administratoiinsures the principal of the medicalvings

age of 59.5 years during the year in which the withdrawal accountagainst loss from any cause, including loss due

occurs.
b. The balance in the account exceeds $100,000.
SecTioN 5¢. 632.745 (1) (f) 2. of the statutes is
createdo read:
632.7451) (f) 2. Notwithstanding subd. 1. b. and c.,

to market fluctuation. Whenevaean employer esta
blishesa medical savings accounn behalf of an em
ploye,the employer shall notify the departmentefe
nue, in the manner prescribed ke department of
revenue,of the establishment of the account, the em

“qualifying coverage” does not include a high cost-share ploye’sname and social security numpgre name and

healthplan, adefined in s. 632.898 (1) (c), that is linked

addressf the account administrator aady other in

to a medical savings account, as described in s. 632.898formationthat the department of revenue may require.

if the employer that provides the individsatiew cover
ageoffers its eligible employes a choice of hedldnefit

(c) Only an employer under p&a), whether that em
ployerestablished the account or is a succeeding employ

planoptions that includes a high cost-share health plan,er of an employe for whom a medical savings account has

asdefinedin s. 632.898 (1) (c), and the individgatiew
coveragas not a high cost—-share health plan.

SecTiON 5g. 632.745 (1) (f) 2. of the statutes, as
createcby 1995 Wisconsin Act .... (thigct), is repealed.

SeEcTION 6. 632.898 of the statutes is created to read:

632.898 Medical savingsaccounts. (1) Inthissee
tion:

(a) “Account administrator” means any of the-fol
lowing:

beenestablishednay make deposits in the medical-sav
ings account of an employe who chooses a Iuigst—
sharehealth plan. Except as provided in.gd), such an
employershalldeposit in the account the fdifence be
tweenwhat the employer pays on behalf of the employe,
or the employe and his or her dependents, for the high
cost-shardealth plan and what the employer would pay
on behalf of the employe, or tl@mploye and his or her
dependentsfor the most expensive health benefit plan

1. A financial institution, the accounts of which are that the employer dérs that is not high cost-share
insuredby the Federal Deposit Insurance Corporation or healthplan. Except as provided in sub. (4) (a)otloer

the national credit union share insurance fund.
2. A trust company bankganized under ch. 223.

depositamay be made in the account.
(d) An employer that establishes a medical savings

3. An insurer authorized to do business in this state. accounion behalf of an employe is not required to deposit

4. A broker—dealer licensed under subch. Il of ch.
551.
5. A plan administrator licensed under ch. 633.

in the account moréhan $2,000 per year for the employe
if the employes coverage is single, or more than $2,000
per year for the employe, $2,000 per year for the
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employe’sspouse or $1,000 per year for each nonspouse

dependenbf the employe if themploye$ coverage is
family. Beginning in 1998, the amounts specifiedhiis

paragraptshall be increased each year in the manner pro

videdin s. 71.05 (6) (b) 22.
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2. To pay long—term care expenses of the emptoye
self-employecperson or any of the emplogedrself-
employedpersons dependents.

3. To purchase a long-term care insurance policy for
theemploye or self-employed person or any of the em

(e) An employe who chooses a high cost—share healthploye’sor self-employed persatependents.

planand for whom a medical savings account is estab

lishedis noteligible for coverage under afdifent health
benefitplan ofered by the employer before the end of the
policy term of the high cost-share health plan.

(b) An employe or self-employed person witmed
ical savings account shall provide information about the
useof the account funds, tihe manner prescribed by the
departmenbf revenue, in conjunction with the filing of

(3) (@) A self-employed person who purchases a high his or her Visconsin income tax return.

cost-shardealth plan may establish a medical savings

accountin his or her nameUpon establishing a medical
savings account, a self-employed persball notify the
departmendf revenue, in the manner prescribedHoy
departmenbf revenue, of the establishment of the ac
count,the self-employed pers@mame and social secu
rity numbeythe name and address of the accadmir
istratorandany other information that the department of
revenuemay require.

(b) Except as provided in p4c), a self-employed

(c) Paragraph (a) does not apply after the deattteof
employeor self-employed person.

(6) (2) A person that providesiedical care, long-
termcare or a long—term care insurance polibg cost
of which is to be paid with funds in a medical savings ac
count, shall bill the employe or self-employed person
whois the holdepf the account directlyather than bill
ing theaccount administrator of the medical savings ac
count.

(b) The account administrator afmedical savings

person who establishes a medical savings account shalhccountshall do all of the following:

depositin the account the dérence between what the
self-employegberson payfor the high cost-share health

plan,including coverage for his or her dependents, and

whatthe self-employed person would pay for a more ex

pensive health benefit plan, including coverage for his or

1. Permit withdrawals from the account at least once
amonth.

2. Issue an account statement to the holder cdi¢he
countat least quarterly

(7) If the federal government enacts legislation pro

herdependents. Except as provided in sub. (4) (b), noviding for a federal income tax exemption for amounts

otherdeposits may be made in the account.

(c) A self-employed person who establishes a medi
cal savings account is not required to deposit inaiae
countmore than $2,000 per year for himself or herself if
the self-employed persam’coverage is single, or more
than $2,000 perear for himself or herself, $2,000 per
yearfor his or her spouse or $1,00€r year for each nen
spousadependent if the self-employed persorover
ageis family. Beginning in 1998, the amounts specified

depositedn an account established under this seetiwh

for any interest, dividends or other gain that accrues in the
accountf redeposited in the account, the commissioner
shallconduct a stugyo be completed within 4 years after
the enactment ofhe federal legislation, of individuals
and groups that had coverage under a high cost-share
healthplan and that terminated that coverage in order to
enroll in a health benefit plan thatas not a high cost-
sharehealth plan. If aa result of the study the commis

in this paragraph shall be increased each year in the mansionerdetermines that s. 632.745 (1) (f) 2. is not neces

nerprovided in s. 71.05 (6) (b) 22.
(4) (a) If an employe with a medical savings account

sary for the purpose for which it was intended, the
commissioneshall certify that determination to the revi

underthis section becomes self-employed and purchasessor of statutes. Upon the certification, the revisor of stat

a high cost—share health plan, he or she may mages
its in the account as provided in sub. (3).

utesshall publish notice in the Mtonsin administrative
registerof the determination, the dadéthe certification

(b) If a self-employed person with a medical savings andthat after30 days after the date of the certification s.

accountunder this section becomes employpgdan em
ployerdescribed in sulf2) (a) and chooses a high cost-

632.7451) (f) 2. is not dective.
SecTioN 7. 635.02 (5m) of thetatutes is renumbered

sharehealth plan, the employer may make deposits in the635.02(5m) (a).

accountas provided in sub. (2).

(5) (@) Amounts deposited in @tcount under this
sectionand any interest, dividends or otlyain that ac
crueson amounts deposited in the accounaty be used
only for any of the following:

1. To pay expenses for medical care, as defin@éin
USC213(d) (1) and as limited i86 USC213(b), includ
ing amounts treated as pdiok medical care unde26
usCc213(d) (2).

SecTioN 9. 635.02 (5m) (b) of thetatutes is created
toread:

635.02(5m) (b) Notwithstanding pafa) 2. and 3.,
“qualifying coverage” does not include a high cost-share
healthplan, addefined in s. 632.898 (1) (c), that is linked
to a medical savings account, as described in s. 632.898,
if any of the following applies:

1. The health benefit plathat is the individuas new
coverageand the health benefit plan that is the individu
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al’s previouscoverage are provided by the same small governmenienacts a broad—based medical savings ac

employer.

2. The health benefit plathat is the individuas new
coveragas provided by a small employer that is not the
sameemployer that provided the healibhnefit plan that
wasthe individuals previous coverage, the small em
ployerthat provides the individual'new coverage f&rs
its eligible employes choice of health benefit plan-op
tionsthat includes high cost-share health plan, as de
finedin s. 632.898 (1) (c), and the individgatiew cov
erageis not a high cost-share health plan.

SecTion 11. Initial applicability.

(1) TAX-EXEMPT MEDICAL SAVINGS ACCOUNTS.

(a) The treatment of sections 71.05 (6)X8) and (b)
22.,71.07 (5) (a) 7., 71.10 (4) (j), 71.83 (1) (c) and

countprogram, as certified by the secretary of revenue.

(b) Thecreation of section 632.745 (1) (f) 2. of the
statutedirst applies tdaxable years beginning on Janu
ary 1, 19970r to taxable years beginning on January 1 of
theyear in which the federal government enacts a broad-
basedmedical savings account program, as certified by
the secretary of revenue, whichever is later

SecTioN 12.  Effective dates. This act takes ééct
onthe day after publication, except as follows:

(1) QUALIFYING COVERAGE DEFINITION.

(a) Thecreation of section 632.745 (1) (f) 2. of the
statutegakes dect on May 1, 1997.

(b) Therepeal of section 632.745 (1) (f) 2. of the-stat
utestakes dect on the 31st day after the day on which the
commissionenof insurance certifiet the revisor of stat

632.898 of the statutes, the renumbering of section ytesunder section 632.898 (7) of the statutes, as created
635.02(5m) of the statutes and the creation of section by this act, that section 632.745 (1) (f) 2. of the statutes,

635.02(5m) (b) ofthe statutes first apply to taxable years
beginningon January 1 of the yearwhich the federal

ascreated by this act, is not necessary for the purpose for
which it was intended.




