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IRS Grants Covid-19 Relief
for High-Deductible Health
Plans — But More is Needed

By Sharon L. Lippett*

Epstein Becker & Green

New York, NY

In response to the unprecedented public health
emergency posed by the 2019 novel coronavirus
(Covid-19), the IRS issued Notice 2020-15, the ‘‘No-
tice,’’ to allow a high-deductible health plan (HDHP)
to permit testing for, and treatment of, Covid-19 with-
out a deductible, or with a deductible below the mini-
mum deductible for an HDHP. An HDHP is a health
plan that satisfies requirements under §223,1 for em-
ployers offering health savings accounts (HSAs). Sec-
tion 223 imposes strict requirements on HDHPs with
respect to minimum deductibles and maximum out-
of-pocket expenses. These limitations were one of the
biggest hurdles facing employers in waiving copays
or cost sharing for Covid-19 testing and treatment un-
der their HSA-HDHP arrangements.

Section 223 provides that, to be eligible for an
HSA, an individual cannot be covered by a health

plan that is not an HDHP.2 The IRS further clarified
this restriction in Rev. Rul. 2004-38, which ruled that
an individual covered by an HDHP and also by a rider
that provided benefits before the minimum annual de-
ductible of the HDHP had been satisfied was not an
eligible individual for HSA purposes.

In the Notice, the IRS indicates that all medical
care services received and items purchased associated
with testing for, and treatment of, Covid-19 that are
provided by a health plan with no deductible, or with
a deductible below the minimum deductible for an
HDHP, will be disregarded when determining the sta-
tus of the plan as an HDHP. The IRS states that the
Notice provides flexibility to HDHPs to provide
health benefits for testing for, and treatment of,
Covid-19 without application of the deductible or cost
sharing.

While the relief granted by the Notice is intended
to avoid financial disincentives that might impede
testing for, and treatment of, Covid-19, this relief does
include certain limitations. For instance, the Notice
provides that the relief is available ‘‘until further guid-
ance is issued.’’ Accordingly, it appears that the relief
is not intended to be permanent. Further, the IRS cau-
tions that the Notice does not modify previous guid-
ance related to the HDHP requirements in any manner
other than with respect to the relief for testing and for
treatment of Covid-19.

To address a significant gap in the relief granted by
the Notice, the recently enacted Coronavirus Aid, Re-
lief and Economic Security Act (CARES Act) ad-
dresses payment for telehealth services by an HDHP.3

The CARES Act amends §223 to permit, for plan
years beginning on or before December 31, 2021, an
HDHP to provide coverage with no deductible for
telehealth services in an HDHP, without jeopardizing
a participant’s eligibility to contribute to an HSA. The
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1 All section references herein are to the Internal Revenue Code
of 1986, as amended (the ‘‘Code’’), or the Treasury regulations
promulgated thereunder, unless otherwise indicated.

2 There are limited exceptions to this rule for preventive care,
‘‘permitted insurance,’’ and certain disregarded coverage com-
monly called ‘‘permitted coverage.’’

3 Pub. L. No. 116-136. §3701 of the CARES Act amends
§223(c).
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telehealth services covered by the CARES Act are not
limited to Covid-19 testing and treatment.

WHAT EMPLOYERS SPONSORING
HDHPS SHOULD DO NOW

To take advantage of the relief from §223 currently
offered by the Notice and the CARES Act, employers
sponsoring HDHPs should:

• contact their HDHP providers, such as third-party
administrators and insurers, to discuss implemen-
tation;

• work with their HDHP providers to identify those
medical care services and items that are associ-
ated with testing for, and treatment of, Covid-19
to which the relief will apply (this identification
process may require an employer to make deter-
minations regarding the extent of the flexibility
provided by the Notice); and

• to eliminate financial disincentives to testing and

treatment, communicate these changes to HDHP

participants as quickly as possible.

SUMMARY

The relief from §223 in the Notice and the CARES

Act enhances the benefits that may be provided to in-

dividuals who participate in HDHPs. The permanent

changes in the Notice should remove financial barri-

ers that some HDHP participants might otherwise face

seeking testing for, and treatment of, Covid-19. The

changes in the CARES Act, although temporary, may

permit some HDHP participants to seek non-Covid-

related testing and treatment that they would not oth-
erwise have been able to obtain.
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