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Qualified HSA distributions. IRS guidance has clarified the 2006 law that 
allows one-time, tax-free transfers from health flexible spending arrange-
ments (FSAs) and health reimbursement arrangements (HRAs) to HSAs. 
(For more details on the law, see the Jan. 10 Update.) Notice 2007-22
describes how to determine the amount eligible for transfer, when to 
make transfers and how to maintain the tax-free treatment of transfers. 
The notice also addresses HSA contributions for participants in a health 
FSA with a grace period.

2008 HSA and HDHP adjustments. The 2008 amounts allowed for HSAs 
and high-deductible health plans (HDHPs) are as follows:

■   The maximum annual HSA contribution is $2,900 for self-only coverage 
and $5,800 for family coverage. The extra amount allowed for catch-up 
contributions by participants aged 55 or older is $900. 

■   Minimum HDHP annual deductibles are at least $1,100 for self-only 
coverage and $2,200 for family coverage.

■   Maximum annual HDHP out-of-pocket expenses are $5,600 for self-
only coverage and $11,200 for family coverage.

Medicare developments 
Coordinating retiree health benefits with Medicare. A federal appeals 
court has upheld the regulation by the Equal Employment Opportunity 
Commission (EEOC) that makes an age discrimination exception for 
certain retiree health plan designs. The EEOC’s rule allows an employer 
to alter, reduce or eliminate retirees’ health coverage when they become 
eligible for Medicare or state-sponsored retiree medical plans. 

Creditable coverage notices for individuals. The Centers for Medicare and 
Medicaid Services (CMS) has revised its model notices and issued Spanish 
versions that group health plans may use to inform individuals whether 
their prescription drug coverage is creditable – that is, comparable to 
Medicare Part D benefits. Revised guidance also makes it easier to distrib-
ute the notices by e-mail. (For more information on the revisions, see the 
June 20 Update.) 

Employer subsidy for retiree drug costs. The 2008 retiree drug subsidy 
for employers with qualifying benefit plans will be 28 percent of allow-
able drug costs between $275 and $5,600 per Part-D-eligible individual. 
The CMS deadline for subsidy applications is 90 days before a new plan 
year starts. Deadlines for cost reports and requests for subsidy payments 
depend on an employer’s payment schedule.

Key dates in 
2007 included:

January 1
■   Final HSA comparability rules 

for employer contributions 
in effect

■   Higher Medicare Part B pre-
miums for beneficiaries with 
incomes exceeding $80,000

April 14 
■   HIPAA three-year reminder 

privacy notices due to 
participants in small group 
health plans

May 23
■   Deadline for most health 

plans to use national provider 
identifiers (NPIs) in electronic 
transactions

June 4
■   Third Circuit upholds EEOC 

rules permitting employers 
to coordinate retiree health 
benefits with Medicare

July 1
■   HIPAA nondiscrimination 

and wellness program rules 
effective

November 15
■   Massachusetts HIRD and 

fair-share contribution 
reporting due 
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