
 

IRS Provides Guidance on Correcting Erroneous
Employer HSA Contributions

By Marc S. Wise, Esq. 

Health savings accounts (HSAs) are used by many employees who participate in high-
deductible health plans. The employee’s interest in the HSA is generally nonforfeitable.
Due to this nonforfeitability, mistaken contributions by employers were generally
corrected by stopping or adjusting future contributions. 

The IRS provided initial guidance in correcting mistaken contributions in Notice 2008-59.
Under the Notice, the employer could request that the HSA financial institution return
amounts when the employee was never an eligible HSA individual or the contribution
amount exceeded the maximum contribution allowed under IRC 223(b). 

The IRS Office of Chief Counsel provided additional guidance in the form of an
Information Letter. Under Information Letter 2018-0033, the IRS stated that the Notice
was not intended to provide an exclusive set of circumstances in which an employer can
request the return of contributed amounts. 

According to the IRS, if there is clear documentary evidence demonstrating that there was
an administrative or process error, an employer may request that the financial institution
return the amounts to the employer, with any correction putting the parties in the same
position that they would have been in had the error not occurred. 

Outside of the specific situations described in Notice 2008-59, the Information Letter
states that some examples of the type of errors which may be corrected under the standard
described above include: 

an amount withheld and deposited in an employee’s HSA for a pay period that is
greater than the amount shown on the employee’s HSA salary reduction election;
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an amount that an employee receives as an employer contribution that the
employer did not intend to contribute, but was transmitted because an incorrect
spreadsheet is accessed or because employees with similar names are confused
with each other;
an amount that an employee receives as an HSA contribution because it is
incorrectly entered by a payroll administrator (whether in-house or third-party),
causing the incorrect amount to be withheld and contributed;
an amount that an employee receives as a second HSA contribution because
duplicate payroll files are transmitted;
an amount that an employee receives as an HSA contribution because a change in
employee payroll elections is not processed timely so that amounts withheld and
contributed are greater than (or less than) the employee elected;
an amount that an employee receives because an HSA contribution amount is
calculated incorrectly, such as a case in which an employee elects a total amount
for the year that is allocated by the system over an incorrect number of pay
periods; and
an amount that an employee receives as an HSA contribution because the decimal
position is set incorrectly resulting in a contribution greater than intended.

The new guidance from the IRS is welcome news since it substantially expands the
permissible HSA correction options for employers. 
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