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HSAs

Health Savings Accounts
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Understanding a Health Savings Account

What is a Health Savings Account? How does an HSA work?

A Health Savings Account (HSA) is an
account that can be funded with your tax-

exempt dollars, by your employer, or Part 2:
both, to help pay for eligible medical Health Savings
expenses not covered by an insurance Account

plan, including the deductible,
coinsurance, and even in some cases,
health insurance premiums.

Who is eligible for an HSA?
Anyone who is:

J

« Covered by a High Deductible Health Intended to cover Pays for out-of-
Plan (HDHP); serious illness or injury pocket expenses
« Not covered under another medical plan after the deductible incurred before the
that is not a HDHP: P has been met. deductible is met.
« Not entitled to Medicare benefits; or
e Not eligible to be claimed on another
person’s tax return. What are the steps in an HSA?
What is a High Deductible Health Plan 1. Employee and/or employer funds HSA
(HDHP)? account.
A High Deductible Health Plan is a plan 2. Employee seeks medical services.
with a minimum annual deductible and a 3. Medical services are paid by the HDHP,

maximum out-of-pocket limit as listed

g, ) subject to a deductible and coinsurance.
below. These minimums and maximums

are determined annually by the Internal 4. Erl]‘npl?_iyse: may See;‘ reimbursemel_:jt from
Revenue Service (IRS) and are subject to their account for amounts pai
change. toward deductible and coinsurance.
5. Deductible and out-of-pocket maximum
2011 2012 are fulfilled.
IyREicH UL MM 6. Employee may be covered for all

Coverage Annual Annual s T
Deductible Out-of-Pocket remaining eligible expenses.*

Individual $1,200 $6,050 Preventive care may be covered at 100%*

*Subject to plan design, check Summary Plan Description.

Family $2,400 $12,100
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When do I use my HSA?

After visiting a physician, facility, or pharmacy your medical claim will be submitted to your HDHP for payment.
Your HSA dollars can be used to pay your out-of-pocket expenses (deductibles and coinsurance) billed by the
physician, facility, or pharmacy or you can choose to save your HSA dollars for a future medical expense.

How much can I contribute to an HSA?
As noted by federal law for the 2011 and 2012 calendar year, the annual contribution limits are:
e 2011: $3,050 for individual coverage or $6,150 for family coverage.

e 2012: $3,100 for individual coverage or $6,250 for family coverage.
Individuals age 55 or older may be eligible to make a catch-up contribution of $1,000.

What if I enroll in an HSA in the middle of a year?
If you enroll in an HSA in the middle of a year, you are allowed to make a full year’s contribution, provided that
you remain covered by the HSA for at least the 12-month period following that year.

Advantages of HSA's?

Security - Your high deductible insurance and HSA protect you against high or unexpected medical bills.

Affordability - You should be able to lower your health insurance premiums by switching to health insurance
coverage with a higher deductible.

Flexibility — You can use the funds in your account to pay for current medical expenses, including expenses
that your insurance may not cover, or save the money in your account for future needs, for example medical
expenses after retirement.

Savings - You can save the money in your account for future medical expenses and grow your account through
investment earnings.

Control - You make all the decisions about:
e How much money to put into the account
* Whether to save the account for future expenses or pay current medical expenses
¢ Which medical expenses to pay from the account
e Which company will hold the account
* Whether to invest any of the money in the account
e Which investments to make

Portability - Accounts are completely portable, meaning you can keep your HSA even if you change jobs or
become unemployed.

Ownership - Funds remain in the account from year to year, just like an IRA. There are no “use it or lose it”
rules for HSAs.

Tax Savings - An HSA provides you triple tax savings:
(1) tax deductions when you contribute to your account;
(2) tax-free earnings through investment; and
(3) tax-free withdrawals for qualified medical expenses.

What Happens to My HSA When I Die?

If you are married, your spouse becomes the owner of the account and can use it as if it were his or her own
HSA. If you are not married, the account will no longer be treated as an HSA upon your death. The account will
pass to your beneficiary or become part of your estate.

Opening Your Health Savings Account
Banks, credit unions, insurance companies and other financial institutions are permitted to be trustees or

custodians of these accounts. Other financial institutions that handle IRAs or Archer MSAs are also
automatically qualified to establish HSAs.
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