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What is an HSA? 

Health Savings 
Account 

Retirement 
Accounts 

Checking Account 

Savings Account 
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Presenter
Presentation Notes
How many are you familiar with FSAs?  Take that understanding and put it aside for now as there are some significant differences between an HSA and FSA.HSAs are a type of savings account that gives us tax advantages when used for qualified medical expenses.  It is similar to a personal checking account. However: with checking accounts, you make deposits with after-tax monies.savings accounts, you make deposits with after-tax monies.for checking and savings accounts that earn interest, . . . that interest is subject to taxes.and while 401K or IRA accounts have some tax advantages, there will be taxes to pay when making withdrawals, and there are stiff penalties for early withdrawals.With HSAs, contributions, withdrawals (when used for qualified expenses) and interest earnings are all tax free.  It’s what we call the triple-tax advantage.And the even greater news, there is no maximum on how much the account can grow!And we don’t have to be employed or be subject to a minimum or maximum wage scale; and it is a straight line deduction off our gross income - no itemization required.  For those who can contribute to their HSA through an employer’s S125, they can take advantage of the tax savings each month.
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What is an HSA? 

Individually owned savings 
account 

Contributions, qualified 
distributions, interest earnings – 
tax free 

No maximum on amount that 
can be accumulated 

Funds can be used to pay 
for qualified medical 
expenses for spouse & tax 
dependents 

Portable – Since individual 
owns the accounts, it does 
not matter where individual 
lives, ER, etc. 

Health Savings 
Account 

No maximum to the number of 
HSAs an individual may own, 
just limits on how much may be 
contributed each year. 
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Presenter
Presentation Notes
So a Health Savings Account combines several advantages:Individually owned:  These are not notional accounts, meaning they are as tangible as any checking or savings account you get from your bank.  You own the account.Triple-tax savings:  Contributions, Withdrawals for qualified medical expenses, and Interest earnings are all tax-free. The following states have not passed legislation to allow a State tax deduction:  Alabama, California, New Jersey, and Wisconsin.  Please check with your tax accountant on questions you might have with your state.  Roll forward from year to year:  Just like your regular savings account, it can accumulate – no maximum on amount that can accumulate in your account.Spouse & Tax dependents:  You may use the money to pay for qualified medical expenses for your spouse or tax dependents whether or not they are on your health plan.Portable:  As individual savings accounts, the account belongs to you and no one else.  No matter where you move, no matter if you are employed or not.
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How Does an HSA Work? 
• “Qualified medical expenses” 

spouse & dependent* children 
•Deductible 

•Co-insurance/Co-pay 

•Over the counter drugs (if prescribed by a 
physician, without regard to whether the drug or 
medication is available without a prescription.) 

•Dental Expenses 

•Vision Expenses 

*Internal Revenue Code definition of dependent 
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Presenter
Presentation Notes
As mentioned before, not only are your contributions tax-free, you can make withdrawals tax-free if used on qualified expenses.  So let’s talk a little about what is “an eligible expense” in the HSA world.If you have had Health FSAs in the past, then you are familiar with what qualifies.  If not, some examples would be expenses that were applied to your deductible, your part of the co-insurance, or your co-pay. It includes qualified over-the-counter drugs for treatment of a medical condition.  Effective January 1, 2011, over-the-counter drugs will only be considered an eligible expense if prescribed by a doctor.Dental expenses and vision expenses are also included.  
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How Does an HSA Work? 

• “Qualified medical expenses” 
spouse & dependent children    
(even if not covered under HDHP) 

• Health plan coverage while 
receiving federal or state 
unemployment benefits. 

• COBRA continuation coverage. 

• Medicare premiums: Part A, B & D 

• LTC premiums (portion of) 

HSA 

Qualified 
Distributions 

T
A
X 
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Presentation Notes
For the most part, you may not use HSA funds to pay premium on other insurance except in the following cases:Any health plan maintained while an individual is receiving unemployment compensation under federal or state law.  This means that if you ever find yourself receiving unemployment compensation and you are paying premiums on a health plan, you may use the money from your HSA to pay for those premiums.Continuation coverage under federal law: such as COBRA.Any deductible health insurance such as retiree medical coverage, if you are age 65 or over --  but not a Medicare supplemental policy.  You may pay premiums on Part A (with a few exceptions), Part B and Part D.And, you may use HSA funds to pay a portion of Long Term Care premiums.
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 Health Savings Account 

• Any amounts used for other reasons are 
taxable as income & subject to an 
additional 20% penalty. 

 
• 65 and over, not subject to 20% tax 

penalty. 
 

• Individuals are responsible for keeping 
supporting documentation  as with any 
other tax deductions. 

HSA 

Qualified 
Distributions 
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Presenter
Presentation Notes
Read slide. 
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How Does an HSA Work? 
  • Funds must be in account to use just like 

any other checking/savings account. 

• Even if account holders have not saved 
enough in HSA to pay for an expense, can 
always withdraw funds later 

• There is no deadline on reimbursements 

• There is no requirement to use HSA funds 
for all expenses 

HSA 

Qualified 
Distributions 
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Presenter
Presentation Notes
Like any other checking or savings account, the funds cannot be used unless they are deposited into the HSA.  However, you can always reimburse yourself for prior expenses once funds become available as long as the expense was incurred after the HSA was established.
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How Does an HSA Work? 
  Maximum Contribution Per Tax Year 

 

HSA 

Contributions 

Maximums indexed annually by Treasury Department 
Pro-rate based on months eligible. 

$1,000 Additional Contribution if you are 
age 55 and older! 

Contribution Limits 

Coverage 2012 2013 
Individual $3,100 $3,250 

Family $6,250 $6,450 
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Presentation Notes
So how much may you contribute to an HSA?  And where do you get those funds?You may contribute up to the maximum amount established by law for a given tax year.  These are the 2012 and 2013 amounts.  If you are currently paying for expenses associated with deductibles, co-insurance, prescriptions, etc., you could be contributing those dollars to an HSA, which would provide you with a discount in the form of tax savings.)  An HSA must be paired with a Qualified High Deductible Health Plan.  The premiums for that plan are typically much less than a traditional comprehensive health plan.  You may want to contribute those savings directly to your HSA.  If you are currently contributing to a Health FSA, you may want to consider contributing those funds to your HSA instead.If the first year you enroll the effective date of your HDHP is other than January 1, you may make the maximum annual contribution allowed by the IRS; however, special guidelines apply.If you contribute the maximum amount in a year where your HDHP is in force less than 12 months, regulations require that you remain a qualified individual for every month in that tax year of the effective date of the HDHP plus the entire 12 months of the following tax year. This is known as the "testing period".  If you do not remain a qualified individual during the "testing period", then a portion of your contributions are subject to incomes taxes and a 20% additional tax penalty.
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1. Must be enrolled in a qualified HDHP to 
contribute to an HSA 

2. May not have Medicare Parts A, B, or D 
3. May not be claimed as a tax dependent on 

anyone’s else’s tax return 
4. May not have any other coverage that pays first 

dollar expenses below the deductible (Ex: GP-FSA 
through employer or spouse, HRA, access to clinic, access to Tribal 
clinics or VA) 

 

Requirements to Contribute to an HSA: 

How Does an HSA Work? 
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Presenter
Presentation Notes
As you can see HSAs can be a great avenue for you to save, use, and accumulate funds for eligible expenses tax-free.  In order to contribute to an HSA, you must be a qualified individual.  The rules regarding HSA eligibility are complicated – you can find guidance on the Department of Treasury’s website or by consulting your tax advisor.  Generally, to be considered eligible to contribute to an HSA:  You must be enrolled in a qualified HDHP, which we will review on the following slides.You may not be enrolled in Medicare Parts A, B, or D.  If you have an HSA prior to having Medicare, you can still use the funds on qualified medical expenses without withdrawals or interest being subject to taxes, . . . you just may not contribute to an HSA when you are covered under Medicare.3. You may not be claimed as a tax dependent on anyone else’s tax return.4. You may not have any other coverage that covers first dollar expenses below the deductible.  That includes a General Purpose Health FSA. If your spouse has a General Purpose Health FSA which pays for qualified expenses on you, you may not contribute to an HSA.
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HSAs & S125 

Health FSA With HSA  
 

$ HSA 

Vision 

Dental 

Deductible 

Co-ins/Co-Pay 

Prescription Drugs 

“Limited Purpose” 
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Presentation Notes
However, you may have a Limited-Purpose Health FSA, if offered by your employer, which allows reimbursements for only dental and vision expenses.  Since vision and dental expenses can also be paid from an HSA, why would one want to make a contribution to both?  There are a couple of reasons:You want to maximize your tax savings by contributing to an HSA and a Limited-Purpose FSA.  Care needs to be taken in determining the amount you will   contribute to the Limited-Purpose FSA as any account balances left at the end of the plan year (plus grace period if applicable) will be forfeited.Having yearly vision and dental expenses is not uncommon.  Instead of taking funds from your HSA, which grows tax free, you could use the funds that you have contributed to your Limited Purpose FSA.
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HSA & FSA 
HSA Health FSA 

Funds must be deposited before using Full annual election available first day  
of plan year 

Tax-exempt trust/custodial account Account set up by employer 

HSA contributions may be changed  
throughout the year 

No mid-year changes without a qualifying 
event 

IRS sets limits – indexed every year Employer sets contribution limit today 
($2500 limit applies beginning 2013) 

Balances roll year-to-year. No limit on 
accumulation. 

Must use the annual amount within  
the plan year 

Account holder responsible for keeping 
receipts and determining eligibility 

Receipts must be submitted and claims 
adjudication required 

Interest may be applied May not accrue interest 

Account holder dies: Spouse becomes 
owner.  Otherwise, beneficiary claims as 

income. 

Account holder dies: Dependents may be 
able to elect FSA coverage under COBRA 

temporarily.  
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Presenter
Presentation Notes
(Read slide.   Note:  If the HSA/FSA/HRA Comparison Chart is handed out  --  the information above will just be a few references that come up on a routine basis)
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American Fidelity HSAs 

ESB-727 
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Presenter
Presentation Notes
Information about HSAs are contained on the website at www.afhsa.com. Also, there is a slide show specific to Account Holders which contains a lot of this same information we discussed today.  
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American Fidelity HSAs 
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Presenter
Presentation Notes
All HSA forms and information are contained on the website.
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American Fidelity HSAs 

ESB-727 ESB-727 

 

Presenter
Presentation Notes
Detailed information on eligible and ineligible expenses are contained on the website.Effective January 1, 2010, over the counter medications will only be considered an eligible expense if prescribed by a doctor.  
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American Fidelity HSAs 

ESB 727 
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Presenter
Presentation Notes
Account holders can see YTD Accumulations, Cash Balances, and Recent Transactions 24/7. Account holders also have the ability to upload receipts.  
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After Enrollment 

Welcome Packet 
• 1 – 2 weeks 
• Includes  

• Debit card information 
• Account access 
• Required forms 
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Presenter
Presentation Notes
You will receive your welcome packet within 1 – 2 weeks of the effective date of your HSA.Your welcome packet will include information on how to use your HSA, how to access your funds, and also required forms such as your custodial agreement and privacy disclosure. 
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After Enrollment 

Debit Card 
• 7 – 10 business days from 

effective date of HSA 

• Use it as a credit card 

• May only use at medical 
providers such as doctor’s 
office, pharmacies, 
hospitals, etc.  
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Presenter
Presentation Notes
You will receive your HSA debit card within 7 – 10 business days of the effective date of your HSA in a non-descriptive white envelope.  If you do not receive it within that time frame, please call us.  You must call within 30 days of the issue date to report the card not being received in order to avoid the $10 replacement debit card fee. To activate your card, simply use it as a credit card.
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Learn more: 
 www.afhsa.com  
 www.irs.gov 
 http://www.treas.gov/offices/public-affairs/hsa/ 
 
Contact us: 
 HSA-Support@af-group.com 
 405-523-5699  
 1-866-326-3600 

American Fidelity HSAs 
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Presenter
Presentation Notes
To learn more about HSAs, visit these websites.

http://www.afhsa.com/
http://www.irs.gov/
http://www.treas.gov/offices/public-affairs/hsa/
mailto:HSA-Support@af-group.com
mailto:HSA-Support@af-group.com
mailto:HSA-Support@af-group.com
mailto:HSA-Support@af-group.com
mailto:HSA-Support@af-group.com
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Health Savings Accounts 

Thank You 

Neither Health Services Administration nor American Fidelity Assurance Company are providing tax advice.  
Individuals with an interest in HSAs should contact their tax advisor. 

For Employer Use Only.  Not for Employee Distribution. 
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