Health Savings Account (HSA)

Eligibility Requirements: 

· The member has to be enrolled in a High-Deductible Health Plan (HDHP).  This is a health plan where the member pays for most of their health costs until they reach the deductible threshold.*
· The member cannot open an HSA until the 1st day of the following month after enrolling in an HDHP.  (Ex. If the member enrolls in an HDHP on January 2, they cannot open an HSA until February 1.)
· A member cannot be covered by another medical plan, unless it’s a limited FSA.  
· A member cannot be enrolled in Medicare Parts A, B, or D.
· A member cannot be claimed as a dependent on anyone else’s tax return.
· A member cannot have received Veterans Administration medical benefits in the previous 3 months.

*Note:  it is not up to the Credit Union to determine if the person’s insurance qualifies them to have a HSA; they need to find that out themselves.

Opening an HSA 

· The member must complete the application for the HSA.
· We will need to know if the HSA will be for single coverage or family coverage (this will decide their contribution limits).
· Give the member the required HSA disclosures:
· Copy of the signed application
· HSA Agreement (will print out with the application)
· Disclosure Statement (will print out with the application)
· Copy of the Credit Union’s Truth-In-Savings disclosure (will print out after opening the HSA suffix).

Contributions

· There are contribution limits for HSA’s:
· Single coverage = $3,050
· Family coverage = $6,150

· If a member is 55 years old or older, they can make “catch-up” contributions.  The maximum “catch-up” contribution that can be made in a year is a $1,000.
· Prior-year contributions can be made between January 1st and the tax return deadline.  (Ex. This year it would be January 1, 2011 through April 15, 2011 for 2010 contributions).  If a member wants to make a contribution for a prior year, we do need the request in writing.




HSA Transfers and Rollovers

· A member may move funds from one HSA to another HSA.  There are no dollar limitations on transfers and rollovers because it is not “new” money.
· Transfer = A transaction in which the HSA owner moves money directly from one fiduciary (aka financial institution or investment company) to the other fiduciary, without the owner ever having access to the funds.  This is not reported to the IRS.
· Rollover = A transaction in which the owner withdraws funds from one HSA and then re-deposits them into another HSA.  The owner has a 60 day window to re-deposit the funds.  This transaction is reported to the IRS.
· A member can perform a one-time direct transfer from either a Traditional IRA or Roth IRA into an HSA to make a regular contribution.  This cannot exceed their yearly contribution limit.  

HSA Distributions  

· A member may withdrawal funds from their HSA for Qualified Medical Expenses.
· Qualified Medical Expense = amounts paid by an account owner for certain types of medical care for the owner, their spouse and any of their dependents, but only to the extent that such amounts are not covered by insurance or another health plan.
· The member is responsible for determining if expenses qualify, not the Credit Union.
· All distributions from the HSA will be considered “normal” and reported that way.  This is because of the multiple ways a member can access their HSA funds, such as debit card, checks, etc.  

Tax Reporting Forms

· The member will receive a 5498-SA by May 31st for all previous year contributions.
· The member will receive a 1099-SA by January 31st for all previous year distributions.

Misc. Information

· If a member’s insurance coverage changes to anything other than an HDHP, they no longer may contribute to their HSA but can still take distributions for medical expenses.  
· There is no “use it or lose it” provision on an HSA.  The balance will carry over from year to year.
· Distributions after age 65 that are not for Qualified Medical Expenses are penalty-free but will be subject to an income tax.
· If money is spent from an HSA on anything other than a Qualified Medical Expense, there will be income tax on it and also a 20% penalty-fee.



