[image: image1.png]



[image: image2.png]




[image: image3.png]


Understanding a Health Savings Account
What is a Health Savings Account?
A Health Savings Account (HSA) is an account that can be funded with your tax-exempt dollars, by your employer, or both, to help pay for eligible healthcare expenses not covered by an insurance plan, including the copay, deductible and coinsurance. 
Who is eligible for an HSA? 

Anyone who is:
· Covered by a High Deductible Health Plan (HDHP);

· Not covered under another medical plan that is not a HDHP;

· Not entitled to Medicare benefits; or

· Not eligible to be claimed on another person’s tax return (as a dependent).

What is a High Deductible Health Plan (HDHP)?

A High Deductible Health Plan is a plan with a minimum annual deductible and a maximum out-of-pocket limit as listed below.  The plan cannot have any copays unless it is for preventive services or preventive drugs.  Prescriptions are paid at the carrier network rate and the cost applies to the medical plan deductible. 
	Type of Coverage
	Minimum Annual Deductible
	Maximum Annual Out-of-Pocket

	Individual
	$1,200
	$6,050


	Family
	$2,400

	$12,100



(minimum and maximum set by IRS)
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How does an HSA work?
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 (medical deductible and coinsurance) billed by the physician, facility, or pharmacy or you can choose to save your HSA dollars for a future medical expense.

What is a deductible?

It is a set dollar amount, determined by your plan, that you must pay, out-of-pocket or from your HSA account, before insurance coverage for medical expenses can begin. 

How much can I contribute to an HSA?

The simplest way is through payroll for instant tax savings.  As set by federal law for the 2011 calendar year, the annual contribution limits are:

$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 in 2010.  But employees eligible for Medicare cannot contribute to an HSA. 
What is the difference between an HSA and Flexible Savings Account (FSA)?

· An HSA rolls over unused funds from year to year.

· An FSA does not usually roll-over unused funds from year to year.
· An FSA makes funds available at the beginning of the plan year.

· An HSA only makes funds available as they are deposited.
You own and you control the money in your HSA.  Decisions on how to spend the money are made by you without relying on a third party or a health insurer.
Why should I elect an HSA?
1. Cost Savings

· Tax Benefits
· HSA Contributions are excluded from federal income tax

· Interest earnings are tax-deferred

· Withdrawals for eligible expenses are exempt from federal income tax

· Reduction in medical plan contribution

· Unused money is held in an interest-bearing savings or investment account
· Can function with smaller balance until available funds are deposited.

2. Long-Term Financial Benefits

· Save for future medical expenses

· Funds roll over year to year

· This is your account – you take it with you

3. Choice

· You control and manage your health care expenses.

· You choose when to use your HSA dollars to pay your health care expenses.

· You choose when to save your HSA dollars and pay health care expenses out of pocket.
Can I contribute to both an HSA and a FSA in the same year?

In most plan setups, employees can only be enrolled in one or the other.  
Does the HSA account charge a service fee?

Some banks charge service fees, some pay interest on a balance, and some allow you to invest the funds when the balance is at a certain level. 



Part 1:


Qualifying High Deductible Health Insurance Plan





Part 2:


Health Savings Account





Intended to cover serious illness or injury after the deductible 


has been met.








Pays for out-of-pocket expenses incurred before the deductible is met.











What are the steps in an HSA?





Employee and/or employer funds HSA account.


Employee seeks medical services.


Medical services are paid by the HDHP, subject to a deductible and coinsurance.


Employee may seek reimbursement from their HSA account for amounts paid toward deductible and coinsurance.


Deductible and out-of-pocket maximum are fulfilled.


Employee may be covered for all remaining eligible expenses.*
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