
   
   

This content is provided with the understanding that HR Knowledge is not rendering legal advice. While every effort is made to provide current 
information, the law changes regularly and laws may vary depending on the state or municipality. The material is made available for informational 
purposes only and is not a substitute for legal advice or your professional judgment. You should review applicable laws in your jurisdiction and 
consult experienced counsel for legal advice. If you have any questions regarding this content, please contact HR Knowledge. 
 

Page 1 of 3 
 

 
 

 
 
 
 
 
 

 
 

04.06.20 
 

Considerations for Tax-Advantaged Accounts 
in Response to COVID-19 

 

Background 
Each day we are faced with a new piece of information regarding COVID-19 while it continues 
to impact businesses of all sizes and their employee benefit plans in ways we never would have 
imaged. 
 

Summary 
Below is a list of considerations for tax-advantaged accounts in response to COVID-19: 
 
Health Care Flexible Spending Account (Health FSA) 

• Over the Counter Drugs and Medicines: OTC drugs and medicines, including menstrual  

e-Alert: COVID-19 
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care products are now FSA-eligible, effective January 1, 2020. 

• Plan Design Changes: Employers have flexibility to increase or allowed a grace period, 
to allow employees with a Health FSA who have terminated to spend their accounts or 
allow a carryover to employees to use their leftover funds the follow plan year. There is a 
possibility that employers can extend the runout period, providing employees extra time 
to submit claims to avoid losing year-end FSA balances. 

• Election Changes are Allowed: Changes in election to an employee’s Health FSA can be 
made in the event of a change in the employee’s status, for example, a furlough or a 
reduction in hours, given that the election change is consistent with the change in status. 

 
Dependent Care Flexible Spending Account (Dependent Care FSA) 

• Election Changes are Allowed: Changes in election to an employee’s Dependent Care 
FSA can be made at any time when the employee’s dependent care needs have 
altered (including mid-year elections for eligible employees). Some employees may want 
to decrease or stop their Dependent Care FSA due to their childcare provider being 
closed. Other employees may request that to increase their contributions to cover 
unexpected dependent care costs incurred due a possible school closure. 

 
Health Care Savings Account (HSA) 

• Deadline for 2019 HSA Contributions: The deadline that individuals have to make 2019 
HSA Contributions by has been extended from April 15, 2020 to July 15, 2020. 

• Coverage for COVID-19 Testing: The IRS announced that all participants of HDHPs; 
o all medical care services receive, and items purchased associated with testing for, 

as well as treatment of, COVID-19 will not deter the status of the plan as an HDHP. 
o Individuals covered by an HDHP will continue to be eligible to make tax-

advantage contributions to their HSA. 
o group health plans that are fully insured and self-insured are requested to waive 

member cost sharing, which includes copays, coinsurance and deductibles for 
COVID-19 diagnostic testing provided at approved locations following the CDC 
guidelines. Meaning, HSA funds are not required for COVID-19 diagnostic testing 
provided at approved locations following the CDC guidelines. 

• Over-the-Counter Drugs and Medicine: OTC drugs and medicines, including menstrual 
care products are now HSA-eligible, effective January 1, 2020. 

 
Health Care Reimbursement Account (HRA) 

• Over-the-Counter Drugs and Medicine: OTC drugs and medicine, including menstrual 
products; are now HRA-eligible, effective January 1, 2020. 
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Employer Next Steps 
• If you have any questions or need assistance with implementing changes to your tax-

advantaged accounts, please contact our benefits team at 
benefitsupport@hrknowledge.com. 

 
 
 
 
 
 
 
 

 
The People Simplifying HR  
For almost twenty years, HR Knowledge has made it our mission to demystify the complex and daunting 

process of HR management. We do more than just provide the level of service and technology you’d expect 

from an industry leader. We combine unparalleled passion for service with our decades of HR, payroll, and 

benefits experience to provide our clients with personalized and actionable advice that is second—to—none. 

From managed payroll to employee benefits to HR support, we can help your organization thrive, grow, and 

reduce operating costs—no matter what industry you serve. Whether you’re interested in our Full-Service 

solution or just need your employee handbook written, HR Knowledge can help you minimize risk while 

staying on top of compliance regulations. The bottom line? We’re not just another cloud-based technology 

company that also does HR, #WeAreHR. Get the scoop on how we can help you simplify HR. 
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