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International Association of Fire Chiefs: Great Lakes Division 
Position Statement on Health Care Savings Plans

The Great Lakes Division of the International Association of Fire Chiefs strongly urges congress to pass legislation to change existing Internal Revenue Service regulations, in order to allow individual contributions to a Health Care Savings Plan by volunteer firefighters. By doing this, fire departments that provide any sort of compensation will be able to better leverage that compensation in their effort to recruit and retain volunteers.
Health Care Savings Accounts (HSA’s) were created by President Bush as part of the Health Care Reform Act of 2003, as a mechanism to change how health care is funded in this nation. Under an HSA plan, individuals are required to purchase and maintain high deductable insurance coverage; then, they can contribute pre-tax payroll funds (subject to limits) into a personal HSA account, and withdraw the money tax-free as needed for health care expenses. 
Health Care Savings Plans (HCSP) are public employer-sponsored plans which allow employees to contribute pre-tax payroll funds into an account that can be used to pay for post-retirement medical expenses, deductibles, out-of-pocket medical expenses, health care insurance premiums and long term care plans. Under this plan, there are no requirements for health care insurance coverage and there are no limits on contributions.
Overall participation in these plans is determined during negotiations between bargaining units, or groups of employees if there are no bargaining units.

Needed Changes
Legislation is needed to change the rules specific to Health Care Savings Plans (HCSP), to allow volunteer firefighters to have individual election and determine their individual level of contribution.
How it works
Logistics vary from State to State; the Michigan and Minnesota legislatures have designated a public pension plans as administrator of the Health Care Savings Plan. Several west coast states have a private company running the plan. In those plans, contribution levels are agreed upon by the employee group and submitted when appropriate (severance pay at time of separation, wage deductions every pay period, etc.). Each individual is assigned an account and is able to direct the investments within several broad categories such as stocks, bonds, blended, and money market. Upon separation/retirement the individual submits expenses to the administrator and receives pre-tax funds from the account to offset the expense. In Minnesota and Michigan, an administration fee is deducted from individual accounts equaling approximately .65 percent of the balance and/or a maximum of $140 a year.

How this could help the volunteer fire system
For those states and organizations that provide any kind of compensation, this change will leverage fire compensation budget dollars up to 30 percent more as contributions will not be subject to state and federal income tax. Organizations can use this in their recruitment and retention efforts when working to attract new members. 

Will this work for everyone?

No, if there is no compensation in an organization, then there is no way to take advantage of this program.  Likewise, if a state does not already have a designated agency or private contractor to administer the program, the cost and logistics of implementation would not support the benefit; however, it is likely a matter of time before each state has one or more entities providing health care savings plan administration options.
