GOV. MSG. No. bl

EXECUTIVE CHAMBERS

HONOLULU

LINDA LINGLE
GOVERNOR

June 2, 2010

The Honorable Colleen Hanabusa, President
and Members of the Senate

Twenty-Fifth State Legislature

State Capitol, Room 409

Honolulu, Hawaii 96813

Dear Madam President and Members of the Senate:

This is to inform you that on June 2, 2010, the following bill was signed into law:

SB2885 SD2 HD1 CD1 A BILL FOR AN ACT
RELATING TO HEALTH SAVINGS ACCOUNTS.
ACT 158 (10)

Sincerely,

2« .

LINDA LINGL
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Approved by the Governor

QN 270 |  ACT 158

THE SENATE | o og85s

TWENTY-FIFTH LEGISLATURE, 2010 S B. NO 502

STATE OF HAWAII HD.1
co1

. BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII

‘Edevelopmentvln the health insurance market, creatlng.alnew
7i¢pportunity for;affordableHCOVerage and engaging patientsfas
"parfﬁgfs'ihfménaglng'costs'and achieving high value.in7healthﬂ

«?Careispéhdiﬁ9~f’*;sﬁffav

‘account earmarked for medical expenses with a high-deductible
;healthhinsuranCe"plan Lower insurance premiums offset,fiﬁfpéftff

7or 1n full the amount used o fund the account; whiCh* iﬁgEﬁfﬁ]

A BILL FOR AN ACT

RELATING TO_HEALTH SAVINGS ACCOUNTS._

'7'j SECTION 1. _ Health savings accounts are an encouraglng

‘ -7,Health;$§ViﬁQSﬁaCC5uﬁtS combine a tax—advantaged”saVing

are used to pay expenses before the deductible is met.
Health sav1ngs account funds belong to the account holder
and unspent balances.accumulate and accrue interest tax—free;éiT“

from year to year. After health care costs reach the high - .

-deductible) health plan benefits begin, typically through a R

preferred provider organization, with little to no cost-sharing -
and limits on total out-of-pocket expenses.
Because patients using health savings account funds are

literally spending their own money, they have greater control
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because patlents are spendlng
to patlents and’ thQse‘WhQ.Gareﬁ

could lessen the need for heavy handﬁft'f“ jed
government controls Health sav1vg - act
to comparison shop among treatment optlons 'as well as among i

phys1c1ans.and’hospltals; ,Azcrltlcalﬁmass,oﬁ‘sayvyﬁshoppers_ls,_-

needed to make health carelmarketg:more;?égponSiveiior ?éf?@ﬁé;ii
coverage option to those'wh¢ﬂp&éféi;£5?§ﬁ§5555éf££ﬁéﬁiﬁéﬁgén¢e,m j 
protection against the finaneiaif¢cﬁé¢§u§ﬁ§§§7affigggdffTdd
probability, high-cost events, rather'thanioo?erageithat;ito a .
large extent, amounts to’prepayment?oﬁ;antlclpated;eﬁéﬁgéntinel d_
health care. High»deduCtibles'keépaﬁféﬁiﬁQQ?dth;dbéi;éiﬂédrs

coverage within reach for many low-income individuals and . -~

families.
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c.D. 1

Several features of health savings accounts protect againét

- inappropriate underutilization of care. The savings account

itself allows enrollees to set aside money to pay for medical
expenses, particularly expenses incurred before the deductible

has been met. Federal law requires health savings account

high-deductible health plans to provide a stop-loss limit on

patient out-of-pocket expenses. A pérson with a chronic or .
ekpensiﬁe medical condition could find a health savings account
more affordable than conventional coverage because of the
premium savings, but—of-pocket spending 1imits, and tax
advantages, in éddition to greater control bver health cafe
decisions.

Although more evidence is needed on the actual impact of
health savings accounts on patient behavior and on mechanisms
through which such an impact occurs, health savings account

coverage may encourage patients to seek health information that

prompts greater use of preventive services or adoption of

healthy lifestyle habits. Health savings accounts could also

increase aversion to behavior that may create future chronic

conditions that are expensive to treat.

It is imperative that health care leaders come together to
discuss ways in which health savings accounts can assume a more
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meaningful role in health care coverage in Hawaii. Under the

5 Héwaii Prepaid Health Care.Act,~the diredtbr §f'1abor‘and, '
'} iﬁdustriai relations, after advice frdm the prépaid‘héalfh;Care s
, ad§isory council, determines'whether the'behéfits thét;ére :
' éro§ided.in a prepaid health care piénsbfféred by a Hawéii‘

»bemployer comply with specified standards. Issues with the

Hawaii Prepaid Health Care Act need to be addressed to determine

the role of health savings accounts in Hawaii's health insurance

market. Health savings accounts are currently;an option under

the Hawaii employer—union'health benefité tfust fund;vas.well as
an option for sole'proprietors, self-employed individuals,~énd
those working as partQtime emplojees.

The rapidiy rising cost of health care is crippling
buéinesses, forcing layoffs and pay reductioné. It’is important
that businesses and health care consumers have access'ﬁo-all
health plan options to lower éosts and increase the quality of

care. Allowing consumers to enroll in a health savings account

'will help lower the cost of health care, encourage healthier

lifestyles, provide greater patient and physician control of

health care decisions, and save money for employers and

employees alike.

2010-2017 SB2885 CD1 SMA-1.doc

ORGP RS EA AL



[o]
[os]
)

™ SB.NO.

2
S.
Hf

fffheﬁpurpose of this Act is to establish a task}foﬁdgﬁﬁ

teethe current'state of health SaVingsfaeeoﬁntsfebtf ns in

’s:-health insurance market,,and_tbﬂegplqrejwaysht éxpéﬁa:

6 thése accounts in Hawaii. = -

(a) .

There is establishéd the?hééifﬁféayiﬁgse

e nslstrng of the follow1ng members
v“i:efv_The dlrector of labor and 1ndustr1albrelatlons“vnéiﬁgaiiﬁf;f;;
T“f'shall app01nt the task force members‘ny‘Aqg#sﬁelhf¢i€?r_e¥f3;ﬁ
. "éoio; . Co bR e
(2) - Two members of the Hawaii prepaid health”careiadﬁisOryiz»l_jggﬂ
S council; | : i
“ l ebne member or employee of the Hawaii Medieaifxg”ti 
5'“'Association; | |
ittt:16snt. tr(é) Two representatives froﬁ the healthuinsurance_fvr
t 17 v.. industry;
'"”‘fisft:f ; (5) Two representatives from non—governmentbeﬁplofeei; : ,: ffsi;€
: f 19fv._ S ~ unions; | o -
o v,:o,, ivF;(6> One representative‘from the Hawaii”Credithnien _

21 League;
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B Théftésk’fofée sha1l‘e1ect»from among its:membefg?é 
'fdhéifperééﬁféhdqéthothér'officers it deems neceSSary;ﬂfx
Vofﬂthéitéékﬁfofdéfshéil not be compensated. -

- ‘103 tﬁaﬁfﬁwéntyfdaY$ia£;ér;the director of labor and indﬁéﬁfiél
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(7) One representative from the Hawaii Bankers

Association; and

. (8) Two representatives from other interested_gx1 fE
organizations or stakeholders, at the discfétibnx

:i:the'direCtor of labor and industrial relatibhéi

;;iéfisﬂéiﬂéé';ﬁpdihéedfail>éf fhe members of thé tés£;£5£éé;:
. ’(b)  Théﬂtaskffbr¢e*sha11:
ifﬁ{iyfféﬁﬁdiithéﬁéuriéht‘state of healthFSaViﬁégﬂéééﬁﬁﬁﬁ
.: fQﬁ#iQﬁéaiﬁ;Hawaii's'health insurance markéﬁjii;;{w
'“_mifg)?{ﬁstébii§h a;§1ah of action to encourage andféﬁﬁénég,ﬁ__w,
lluSe of heélth savings acéounts in Hawaii, ihbludihg',f; v
poténtial amendments to the Hawaii Revised Statutééllw
' v(3)' Ident1fy and recruit health plans that may help expand t¥,iiig;
| 'the avallablllty of health sav1ngs accounts in Hawa11. ¥:":f"“%
(4); Assess,the potentlal economlc impact, 1nc1ud1ng_costs.
and benéfits, of expanding health savings account -
options in Hawaii, and estimate the potential monetary

0-2017 SB2885 CD1 SMA-1.doc
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savingSvar<individﬁéié;é'"' fered
health Sav1ngs accounts
(5) Work tO“deveiop“e ﬁe§ﬁ£¢$F*
accounts for employee ben

tax deferred method of paym

care expenses andvdepende Rof ecting:

pre-tax moneyuerMQahfémpibyeepszpaYéhec
flexible-spendingfaCééuﬁte;réhdfprdiidiﬁ :Mw”ﬁfffff’, .

left in-the.flexiblngPendiﬁg~éé¢¢unt§aa

reimbursements have been processed may be carried
forward to the next plan year.

For the purposes of this subsection, "health savings accéunt"

means a tax-deferred perSOnal;seVings‘écéduﬁt";aeﬁee%{: r@ﬁ;in_- ,
Internal Revenue Code Section 223 11nked to a hlgh deq ftibleb -
health insurance plan and to Wthh employersv{sole‘proprrerers |
labor unions, or employees may contrlbuge funds fprrmed;calv
expenses.

(c) The task force shall submlt to the leglslerure
through the department of labor and’ 1ndustr1al relatlons .ltS',
findings and recommendations, 1nclud1ng_any;prepqseq:.5%Lg ‘__
legislation, no later than twenty days pribr'to the c@ﬁ?éﬁiﬁg of
the 2011 regular session. |
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(d) The task force shall cease to exist on June 30, 2011.

SECTION 3. This Act shall take effect upon its approval.

APPROVED this 2 dayof  JUN , 2010

L~
L4

GOVERNOR OF THE STA F HAWAII



