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April 15, 2008

Representative Charles Rangel Representative Jim McCrery

Chairman Ranking Member

House Committee on Ways and Means House Committee on Ways and Means
1102 Longworth House Office Bldg. 1139E Longworth House Office Bldg.
Washington, DC 20515 Washington, DC 20515

Dear Chairman Rangel and Ranking Member McCrery:

The Credit Union National Association (CUNA) actively opposed the health savings
accounts (HSA) substantiation provision included in H.R. 5719, Taxpayer Assistance and
Simplification Act of 2008, legislation approved by the House Ways and Means Committee
on April 9, 2008. As the House of Representatives prepares to vote on this bill, | would like
to reiterate CUNA’s strong opposition to this offsetting revenue provision and urge you to
hold hearings specifically on the HSA proposal before proceeding further down the
legislative path.

Over 600 credit unions presently offer these accounts to their members. Under
current law, an HSA account owner is responsible for retaining the records necessary to
substantiate that the HSA funds were used for qualified medical expenses. HSAs have
been authorized since 2004, and accountholders are responsible for proving, if challenged
by the Internal Revenue Service through an audit, that distributions are properly used for
qualified medical expenses.

The HSA substantiation provision in H.R. 5719 would require credit unions and
others that offer health savings accounts to verify that amounts distributed are qualified
medical expenses. This means that the financial institution would take on the responsibility
of verifying that each distribution is in fact used for a qualified medical expense by
receiving and reviewing receipts. The compliance burden associated with this provision
would drive most, if not all, credit unions out of the market and move it to plan
administrators that are accustomed to substantiation from the services that they provide,
like the administration of Flexible Spending Accounts (FSAs) and Health Reimbursement
Accounts (HRAs).

Enactment of this provision would undermine the efficient systems being developed
for HSA distributions, such as allowing a consumer to use a debit card tied to his HSA
account. Mandatory receipt verifications will increase the costs of administering HSA
accounts by any provider.
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CUNA also questions the high revenue number assigned to this provision. Itis
important for everyone involved in offering and using these accounts to understand and
discuss the assumptions made that resulted in this number. | urge your committee to
hold hearings on this issue before the number is used as a revenue raising offset on this
or any other legislation because this provision will have a negative impact on credit
unions and the people who rely on HSAs to help cover their heaith care expenses.

Daniel A. Mica
President & CEO



