North Cedar Community School District

2019 North Cedar Qualified High Deductible: 
Premiums, description and comments
  Single 


   Family

Monthly Premium


 $477.42

        $1,193.55
Each year the District will grant a monthly credit to offset the premium of the elected health plan. For the 2019-2020 school year the monthly credit will be $642.30.
The family net monthly premium will be “pre-taxed” by the District’s cafeteria plan, which means that income to pay the premium will NOT be taxable for federal, state, or social taxes. The credit for single coverage will be deposited into your Linn Area Credit Union H.S.A., or if double covered, added to your taxable income.

Benefits provided by this North Cedar High Deductible plan are quite different than those provided by the Best or Iowa Only plans. Access to providers is limited to the Wellmark Iowa (HMO) network. The concept was authorized by Congress where there is no “first dollar” coverage, except for preventive services. First dollar means there are NO co-pays to pay for office visits and/or prescription drugs. Instead there is only a high deductible, $6,750 for this plan, where there are no benefits. Once the calendar year deductible has been met, Wellmark will pay 100% for the remainder of the year. What is unique is that Congress also authorized a tax-favored medical expense savings account called an “H.S.A.” The H.S.A. is being provided by Linn Area Credit Union in Cedar Rapids.
Briefly how the Plan works:

Getting started: Wellmark will issue the high deductible coverage for you and any family members you wish to include. The codes on your wallet ID card will tell your medical provider you have no first dollar coverage, but rather a $6,750 deductible. In addition to the Wellmark coverage, upon request the District will open an H.S.A. account for you at Linn Area Credit Union, and will automatically deposit the monthly premium credit ($164.88 in 2019). Linn Area will give you a debit card which can be used at the doctor’s office or pharmacy to pay for your medical services. The advantage of the H.S.A. is there is no income tax when the dollars go into the account and there is no tax when you take dollars out to pay for medical services. (CAUTION: as with any tax-advantaged vehicle, there is a 10% income tax penalty if you use H.S.A. funds for expenses that are not medical. You can use your debit card at Casey’s to buy a pizza, but the IRS will penalize you.) Funds still available when you are 65 and older may be used for any kind of expense, subject only to then-current income tax rates (no penalties.
Paying for a medical expense: You do not have to have funds in your H.S.A. account when you are at the pharmacy, for example. In this case, you will be responsible for paying for your prescription with personal funds. Later you can add tax-free money to your Linn Area account, and then take it right back out to “reimburse” yourself. What’s the advantage? The dollars you deposit are then fully tax-deductible on your personal tax return.
Funding your H.S.A.: Keep in mind that funds in your H.S.A. account can come from one of three sources. 1) The District every month will automatically deposit the premium credit ($164.88 in 2019;) 2) You can add your own funds as you need them, which are tax deductible; and 3) You can authorize the District to withhold additional tax-free dollars from your paycheck each month, in effect building up a “medical savings account” to pay for future medical expenses. This approach not only saves federal and state income taxes, but saves social security taxes as well. (IPERS contributions are still based on your gross salary.)
Comments:

Vesting: Funds the District deposits on your behalf are FULLY VESTED. If you don’t use the funds, and you leave the District, those H.S.A. funds leave with you to pay for future medical bills. At your new place of employment you can reimburse yourself or any member of your family for eligible medical expenses, even though you are not covered by a qualified high deductible plan.
Interest: Yes, the Linn Area H.S.A. is literally a savings account. You will earn interest and if you accumulate enough money, you’ll have other investment options inside the account.

Use it or lose it? The H.S.A. does not have a “use it or lose it” feature. Funds will rollover from year to year, completely tax free. When you turn 65, you can take funds out of your H.S.A. to pay for retirement and/or nursing home expenses without incurring the 10% withdrawal penalty. Like an I.R.A., you will only pay income taxes.

Caution 1: Like other tax-advantaged vehicles, there is a maximum contribution limit each calendar year. In 2019, the limit for those under age 55, with single coverage is $3,500. But in fact, the limit is based on the number of months you are covered by a qualified Wellmark high deductible plan. In 2019 that limit is $291.66 times the number of months you have coverage (for those of you who start in September, the maximum would be $291.66 times 4 or $1,166 for 2019. The limit for the first 6 months of 2020 will be announced later this year.
Caution 2: By law, you cannot be FUNDING an H.S.A. and be double covered by another health plan that has “first dollar” coverage (co-pays and co-insurance.) If you are double covered by a spouse’s plan or your parent’s plan, you can still elect the North Cedar High Deductible plan, but you cannot fund your Linn Area H.S.A. plan. Instead please see the health instructions page directing the District to add your premium credit to your taxable income, just like a bonus.

Caution 3: Oddly enough, the IRS considers a cafeteria medical flexible spending account to be first dollar “coverage.” So you cannot elect a “general” medical flex and be funding your H.S.A. at the same time. (key word is funding…you can have funds in your H.S.A., but you can’t be FUNDING it, and have a med flex account at the same time. (Dependent care flex accounts are NOT affected by H.S.A. accounts.) But the IRS says that dental and vision expenses are NOT medical for purposes of this limitation. In this case you can still have what’s called “limited” med flex where you can be funding an H.S.A. and a limited med flex at the same time to be paying for dental (like orthodontics) and vision exams/eye glasses/contacts.
Huh? Can you pay for dental and vision expenses from your H.S.A.? YES! So you can fund an H.S.A. and still take advantage of a tax-free “limited” medical flex account.
Don’t be confused by conflicting words: If you elect the North Cedar Best plan, your underlying Wellmark plan has a $5,000 deductible (reimbursed by P.R.I.M.E. down to $500.) Is this a “high deductible” just like the District’s Qualified High Deductible plan? No. The Best plan has first dollar coverage (office visit co-pays and coinsurance.) The “high deductible” to qualify for an H.S.A. account cannot have first dollar coverage. (Makes perfect sense, right?)
With an application downloaded to your computer or smartphone from Wellmark, you may access a “digital doctor” (telehealth), but instead of a co-pay, you’d pay for the digital visit with your Linn Area H.S.A. account. This care would be INSTEAD OF taking time off from work to sit in a crowded doctor’s office, or incurring the hefty expense of an emergency room visit.

Please see the health instructions page for completion of the North Cedar High Deductible Wellmark application. There are MULTIPLE pages involved so read carefully.
