Health Savings Accounts (HSAs)

Basics for 2009
*Indicates new provision of the law. All dollar amounts are indexed.

	Who can contribute to an HSA?
	Any adult who:

• Has coverage under a qualified “high

deductible health plan” 

• Has no other first-dollar medical coverage (with some exceptions for specific injury insurance, accident, disability, dental care, vision care, and long term care insurance).

• Is not enrolled in Medicare.

• Cannot be claimed as a dependent on someone else’s tax return.

Employers can also contribute on behalf of such adults. 

When people begin receiving Medicare, they can continue to use money they have saved in an HSA, but they can no longer contribute to HSAs.

	What is a qualified high-deductible health plan?
	In 2009, a plan with a deductible of at least:

• $1,150 for an individual

• $2,300 for a family 

In general, the deductible must apply to all medical expenses (including Rx drugs). However, plans can pay for “preventive care” services on a first-dollar basis (with or without co-pay). “Preventive care” can include routine pre-natal and well-child care, immunizations, annual physicals, mammograms and pap smears, etc.

	Is there a maximum out-of-pocket expense limit in these plans? (That is, after people reach a maximum, will the plan pay 100% of all covered expenses?)
	Yes. In 2009, the annual out-of-pocket maximum for deductibles, copays, and coinsurance is: 

• $5,800 for an individual, 

• $11,600 for a family. 

These apply to in-network expenses; for people going out of the plan’s network, out-of-pocket expenses may be higher. 

	How much can people, together with their employers, contribute to their HSAs each year? 
	In 2009, the maximum contribution is:

• $3,000 for an individual

• $5,950 for a family.

The maximum contribution may now exceed a person’s deductible.

Generally, maximum contributions are calculated on a monthly basis. However, people who enroll later in the year can make a catch-up contribution.

People over age 55 can contribute $1,000 more than the above amounts.*
People newly enrolling in an HSA can roll over amounts in an FSA or HRA that are not included in this limit. (This is a one-time rollover.)

	What are the rules about employer contributions?
	Employers can also contribute to employees’ HSAs, as long as the total of the employer’s and employee’s contributions are within the above limits.

Employers must contribute comparable amounts for all of their workers who are in high-deductible plans, except they can contribute less for their most highly compensated employees.

	What are the tax advantages to an HSA?
	Amounts contributed are tax-free; growth from investment is tax-free; withdrawals for qualified medical expenses are tax-free.

	What expenses can the withdrawals cover without incurring tax?
	Qualified medical expenses under federal tax law, including deductibles, copayments, care such as vision and dental that might not be covered by the plan, and expenses of dependents. Cosmetic expenses do not count, and most health insurance premiums do not count.

	What if funds are withdrawn and used for non-medical purposes?
	Generally, the amount withdrawn is taxable as income and subject to an additional 10% tax penalty.

	Can the funds be withdrawn at retirement for non-medical purposes?
	Yes. After the person turns 65, becomes disabled, and/or enrolls in Medicare, amounts withdrawn will still be taxable as income but will no longer be subject to a 10% penalty.




