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Subchapter 6


Medical Savings Accounts

42.15.601  MEDICAL SAVINGS ACCOUNT ADMINISTRATOR REGISTRATION  (1)  Every account administrator except a self- administered account holder is required to register on a form provided by the department.

(2)  The registration form must contain:

(a)  the name, address, identification number of the entity and the names of the owners or officers for a business; or

(b)  the name, address, and social security number for a sole proprietorship or partnership.

(3)  The account administrator number will be:

(a)  the federal employer identification number for a business; and

(b)  the social security number of the owner for a sole proprietor or partnership. 

(4)  Nonregistration does not relieve an account administrator from being responsible for reporting, withholding, and the remitting of penalties.
(5)  Each registered account administrator may be assigned an identification number by the department.
(6)  Nothing in these rules should be construed as to exempt an account administrator from the applicable requirements of Title 33, MCA.  (History:  15-30-305, MCA; IMP, 15-61-204, MCA; NEW, 1996 MAR p. 1162, Eff. 4/26/96; AMD, 1998 MAR p. 1015, Eff. 4/17/98; AMD, 2004 MAR p. 1974, Eff. 8/20/04.)

42.15.602  MEDICAL SAVINGS ACCOUNT ADMINISTRATOR REPORTING AND PAYMENTS  (1)  Every account holder or account administrator is required to annually submit the following information regarding each medical savings account:

(a)  name of the account holder;

(b)  address of the account holder;

(c)  taxpayer identification number of the account holder;

(d)  deposits made during the tax year by the account holder;

(e)  amount of withdrawals made during the tax year by the account holder;

(f)  dates of any withdrawals;

(g)  interest or other income earned on the principal of the medical savings account; and

(h)  amount of penalties withheld and remitted.

(2)  The account holder must also include the name and address where the account is established and the account number.

(3)  Both the contributions and any interest or other income earned on the account of a medical savings account are to be segregated by the account holder or account administrator from all other accounts.
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(4)  Each individual account holder must:

(a)  establish a separate medical savings account with a financial or other approved institution; and

(b)  segregate the account from all other accounts.

(5)  Jointly held accounts do not qualify, although each spouse may be an account holder, regardless of income tax filing status.  Each spouse would be allowed, within certain limitations, to reduce the federal adjusted gross income by the maximum allowable reduction of $3,000.

(6)  Year-end interest reports provided to the taxing authorities and the account holder must be provided in such a manner that the interest earned on that account can be separately identified.

(7)  Annual interest earned on excess contributions and principal in a Montana medical care savings account is excluded from Montana adjusted gross income and may only be withdrawn from an account to pay for eligible medical expenses.

(8)  On or before January 31, an account administrator, other than an account holder, must file the information required under (1) on forms provided by or authorized by the department.

(9)  Each individual account holder must file the information required in (1) on forms provided by or authorized by the department and be remitted with the individual income tax form for the corresponding tax year.

(10)  Account holders or account administrators who withhold penalties on monies used for items other than eligible medical expenses or long-term care expenses must submit the penalties to the department.

(11)  Account holders and account administrators must remit the penalties monthly by the 15th day of the following month when the total amount of penalties exceed $500.

(12)  Account holders and account administrators whose total penalties withheld during the calendar year are less than $500 must remit the penalties on or before January 31 of the following year to the department.  Self-administered individual account holders must report and remit penalties with the individual income tax form for the corresponding tax year.

(13)  Failure to remit any withheld penalties within the time provided is considered to be an unlawful conversion of trust money.  Penalties provided in 15-1-216 and 15-30-321, MCA, apply to any violation of the requirement to collect, truthfully account for, and pay amounts required to be withheld from ineligible withdrawals of the account holder.  (History: 15-30-305, MCA; IMP, 15-61-202, 15-61-204, MCA; NEW, 1996 MAR p. 1162, Eff. 4/26/96; AMD, 1998 MAR p. 1015, Eff. 4/17/98; AMD, 2004 MAR p. 1974, Eff. 8/20/04.)
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42.15.603  MEDICAL SAVINGS ACCOUNT - WITHDRAWALS  (1)  The funds held in a medical savings account may be withdrawn by the account holder at any time for eligible medical expenses.  Withdrawals for the purpose of paying eligible medical expenses shall not be subject to the 10% penalty.


(2)  Requests made by account holders from account administrators for withdrawals to pay for eligible medical expenses must be supported by an itemized statement of expenses that were either paid or charged by the account holder and the signature of the account holder attesting that these expenses are "eligible medical expenses."  An eligible medical expense means any medical expense that is deductible for purposes of section 213(d) of the IRC.


(3)  The burden of proving that a withdrawal from a medical savings account was made for an eligible medical expense is upon the account holder and not upon the account administrator.  Each account holder must maintain documentation of eligible medical expenses.


(4)  There shall be a penalty for withdrawal of funds by the account holder for purposes other than the payment of eligible medical expenses except upon the death of the account holder.  The penalty shall be 10% of the amount of the withdrawal from the account and, in addition, the amount withdrawn shall be taxed as ordinary income.


(5)  The direct transfer of funds from a medical savings account to a medical savings account with a different account administrator shall not be considered a withdrawal for purposes of this rule.  A direct transfer is when monies in an account are transferred to a new account without the beneficiary or account holder receiving any funds.


(6)  Withdrawals made on the last weekday in December are not subject to the 10% penalty but shall be taxed as ordinary income.


(7)  Except as provided in (8), all payments made from a medical account must be made payable to the account holder, to the eligible medial provider, or to the estate or to the legal guardian.


(8)  If an agreement exists between the account holder, account administrator, and the payee, withdrawals for eligible medical expenses can be done electronically.


(9)  All medical records and expenses are to be kept confidential by the account administrator unless the account holder gives authorization.  (History: 15-30-305, MCA; IMP, 15-61-203, MCA; NEW, 1996 MAR p. 1162, Eff. 4/26/96; AMD, 1998 MAR p. 1015, Eff. 4/17/98; AMD, 2004 MAR p. 1974, Eff. 8/20/04.)


42.15.604  INDIVIDUAL LIABILITY  (1)  If a corporate account administrator, limited liability company, or a limited partnership fails to withhold or fails to remit any penalties withheld to the department as required, the officers and owners are individually responsible for the penalties.  A financial institution is not responsible for analyzing the eligibility of the expenses if the account holder attests that the withdrawals are for eligible medical expenses.


(2)  Each account holder is individually responsible for withholding and remitting penalties.
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(3)  In the case of a bankruptcy by an account administrator, the liability for penalties remains unaffected, and the individual or owner remains liable for the amount of penalties withheld but not paid.  (History: 15-30-305, MCA; IMP, 15-61-203, MCA; NEW, 1996 MAR p. 1162, Eff. 4/26/96; AMD, 1998 MAR p. 1015, Eff. 4/17/98; AMD, 2004 MAR p. 1974, Eff. 8/20/04.)

42.15.605  DEFINITIONS  The following definitions apply to this subchapter:

(1)  "Account administrator" means, in addition to the definition found in 15-61-102, MCA, any person, partnership, limited liability company, limited liability partnership, or corporation that acts as a third party fiduciary to administer a medical savings account and is either a bank, savings and loan, credit union, or trust company, a health care insurer, a certified public accountant, or an employer who is self-insured under ERISA.

(2)  "Child" means a son, stepson, daughter, stepdaughter, or legally adopted son or daughter of the taxpayer.

(3)  "Descendant" means a lineal descendant and a collateral descendant related by blood.  Sections 72-11-102, 72-11-103, and 72-11-104, MCA, describe how kinship and degrees of kinship are determined.

(4)  "Immediate family member" means any individual who is a lineal descendent of the account holder and also includes their spouse.  Stepchildren are considered lineal descendents if that relationship was created before the child’s eighteenth birthday.
(5)  "Last business day" means the last day of the account administrator's business year.

(6)  "Long-term care" means necessary or medically necessary diagnostic, preventive, therapeutic, rehabilitative, maintenance, or personal care provided for a period of no fewer than 12 consecutive months in a setting other than an acute care unit of a hospital.

(7)  "Recovery" means the return or recoupment of amounts that were previously deducted in Montana taxable income or credited against Montana tax in any prior taxable year.

(8)  "Self-administered" refers to accounts that are administered by the account holder for their own benefit.  (History: 15-30-305, MCA; IMP, 15-30-112, 15-61-102, 15-61-201, MCA; NEW, 2004 MAR p. 1974, Eff. 8/20/04.)
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