Health Savings Solution

In this era of escalating health care costs, Health Savings Accounts (HSAs) are rapidly gaining popularity among employers and employees.

Employers and employees can reduce their insurance premiums and increase their tax benefits by pairing an HSA with a high-deductible health plan.  Employer contributions to HSAs can provide a tax write-off and help deliver more benefits dollars directly to employees.

HSAs allow employees to contribute and save pre-tax dollars for qualified medical expenses.  Employees can carry over unused balances from year to year, and they can take the assets with them when they switch employers, similar to a 401(k).

Health Savings Account Q & A

1. What is an HSA and how does it work?
An HSA is a tax-advantaged account established to pay for qualified medical expenses for those who are covered under a high deductible health plan. With money from this account, you pay for health care expenses until your deductible is met. Then, in accordance with the terms of your health care plan, your insurance company pays for covered expenses in excess of your deductible. Any unused funds are yours to retain in your HSA and accumulate toward your future health care expenses or your retirement.
2. Who qualifies for an HSA?
An eligible individual is anyone who:
· is covered under a qualified high deductible health plan (HDHP)

· is not covered by another health plan that is not an HDHP

· has not received medical benefits through the Department of Veterans Affair (VA) during the preceding three months

· may not be claimed as dependent on another person’s tax return

3. Who qualifies as a dependent?
A person generally qualifies as your dependent for HSA purposes if you claim them as an exemption on your federal tax return. Please see IRS Publication 502 for exceptions. http://www.irs.gov/pub/irs-pdf/p502.pdf.
4. What is a “high deductible health plan” (HDHP)?
An HDHP is a health plan that satisfies certain requirements with respect to deductibles and out-of-pocket expenses. In 2008, for self-only coverage, an HDHP has an annual deductible of at least $1,100 and annual out-of-pocket expenses (deductibles, co-payments and other amounts, but not premiums) not exceeding $5,600 (as indexed). For family coverage in 2008, an HDHP has an annual deductible of a least $2,200 and annual out-of-pocket expenses not exceeding $11,200. HDHP qualifying deductibles and annual out-of-pocket expenses are indexed for inflation on an annual basis. Visit www.treas.gov and click on “Health Savings Account” for updates.
5. What kind of other health coverage makes an individual ineligible for HSA?
Generally, an individual is ineligible for an HSA if the individual, while covered under an HDHP, is also covered under a health plan (whether as an individual, spouse, or dependent) that is not an HDHP. This includes Section 125 Health Reimbursement accounts.
