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What Issue tops off avery list of natianal worries! Health
care, Bveryonsampladers, emplopesd and Indiiduals-
wrestes with how 1o gat and py for the necesdtes of
radical chre, Health cars oosts ane 3 moving targst as
inflaton, accesubiliny and compladiny take thalr poll,

Consurnaer-driven health plans are the latest response to
soaring oosts. Thoy teach and empowar ConsSUmMErs 1o
take financlal controd of their health care spending;
Heakth Savings Acocunts (HEAS) are the centerplace of
this new approach.

What b5 an HSAT

An HSA 15 a savings acoount that |s combined with a

qualified high-deductble health plan (MOEF). The HOD-P
protects the reured from the cost of a catastrophic

lliness, profonged hospralization or a partcularly
unhaalthy year. The HSA can be used for mesting
adpanges bafore the HDHP deductible 15 met or for
other hedlth Cire apendes allowed under the Interna
Bavarnsg Code. Thase a0counts can provide consumers
flacibiliy and cholce, along with Incentves 1o become
cargfl CONSUIMGrs.

The HEA acocunt Is administered by a bank; Insurance
compamy or approved third-party custodian or trustes,
Ag long as the indvidual has a qualified HODHE,
conributions o the HSA can be made ta-fres,
Emplovers o M8 make Lo-fres deposng 1o an

emploveg's HSA account,
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HiAs help individuals save for medical and ret rement
health expenses tax free Essentally, the iIndividual
deckes how to use the money, Including whether to swe
It or spend It through the years. The HSA can be used to
finance work,Mf transiions, fuch as COBRA pay ments
(for health care covarags through your Tormer emphyer)
oF premiums for kong-termn care, HA funds can be used
o offset retres haalth expenses, such as Modicarg Parg
B, or retires health care ooverage sponsored by your
former employer. To hap Indviduals make dechslons,
HealthEquity-the H3A Compamny, provides the
toals to compars hﬂmw,dmg, OF dector oosts and
asﬂstnmimgdmmsm Cﬂmﬂ‘ﬂmg.

H5A5 are ke IRAS or 401(k) plans n that both
individuals and amployers can make ta-frea daposits and
Invgstments that grow e, HS% dollars can be spent
on awide variety of medical products and services.
Mongy can be taken from the account for non-medical
expenditures by paying taxes and a penalty. Ta<es and
penaliies do not apply after the account owner has
enrolled In Medicars,
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Is the H5A a Brand-New Concept!

Mot exactly. For over a decade, employers have offerad
campanants of consumer-drivan haalth pl.anstl'rm;l'l
SNINgs accounts such a5 Medical Savings Accounts (state
Faas or Tedaral Archer M3AS), haalth relmbursament
arrangamants (HRAS) and Tlaible spanding aocounts
{F5As). Thest have baan used o pay for madical
copdyments, dependent care, dental and vision plans and
other oosts, with taededutible or pro-tac dollars.
Howrever, al but the M3A plan present special
restrictions-they can't be taken to new jobs and can't be
carried over 1o the naxt vaar (the Bamous "useltordose
It™ conursdoum).

While FISAS (or Archer M5As) hive Desn In eisnoe
gnce the mid- 19905, this Tedaral pllod program was
Iimied to small emphesers and the sofemployed, as an
affordable alternative to high-priced, low-deductible
health plans. M%As required that the individual also have
an HOHFP in place. and savings in the M5A could ba
rolled over year to year. However, there were Imitagions
or whed could i an M54 and the number of M4
that coukd be esabished, as well &5 an end-date 1o the

pliat program.

For many years, certain retirement plans ke section
401 (k) plans and Individual retrement accounts (IRAS)
have used the concepts of Ivvestment accounts and year-
to-pear rodlovers. Varations on that appreach, indluding
Reth RAs, 519 education accounts and Coverdell
aceounts, all have sensiized and educated Individuals on
tha Miany ways Consurmers can plan for and we individual

SHINGS AC0OUNMS,



What i an HSAT

Congross oneated HSAS as part of the Medicare
Prescription Drug, Improvement and Modemization Act
of 2003, This kegislation replaced M5AS and mada HSAS
a permanent health care coverage vehiche, comblning
some of the Batures of many of the Indhvidual sadngs
attounts mentonsd abave, It ako axtendad digibiiny oo
thiose who ang unamployed, salf-amployod or amployod
by an emplover of any gz

004 IRS HSA Informiation Single Family sl I
Annual HDOHP Deductibles K Vi
Minirmum $1000f S2000f .
Maximum §5.0001 10,0001 .
Annual HSA Contributions !

Maimum $2.6001" 35,801 N

TAI arcunts will IKFaase by consumar price indes: (CP)

qach year

*Maximum H3A contribution & as isted, or the partcipant's
HOHF annuad dedectble, whichever |5 less

For updated info, please visic www.hsaguidebook.com

Is che High Deductible Health Plan a Mew
Concept!

M High deductible haalth plans (HDHPS) have boen
arcund for a long Ume, as protection against the
economic consequences of Injury and liness. Such
expenses can ba woo high for most families o pay on
thalr dw.

A
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S0 What Is Mew About This Type of Health Care

Coverage!

The H34 HDHP 15 a permanant heakh plan apoon that
tles together the abiity to own and use a ta-favored
Eviregh aceount with & health plan than provided the
sty of majer medical health NSUFance Coveraps,
Wi soma of the concepts bahind the HS& areny
entrely naw, these J000UNCS ane I Many respeds Mmore
amracthve than older werdons, alowing Indédduas 1o

Invest thelr morsy, carmy 1T ower from year t year and
take It with them as they change jobs or retire.

With tha HSA /HDHR consumers have significant power
and responsibliity for thar health carg daciions, Tha
ConsUmer (or the amphier, o Both) e xkde a podl of
mongy to spend on health care before HDHP covarage
kicks in. Policymakers hope that, by having such a
financial Incentive, partdpants will become better and
meore prudent health care comsumars.

Why Now?

Health carg costs arg escalating for many reasons,
Inchusdineg nesw meiedical technodogles that increass ife
@pectandcy, medicatons that Increase quality of Iife,
Increasing rumbers of patents with chronic liness, ower-
utkzation of health care and administrative waste.
Everyone b challenged by heakth coverage rate Inoreases,
and 1 searching for reasonable ways to control costs.
Changes In the pracice of medicing, % well 25 consumer
praferences, also affect the way hailth care dollars e

asggned and spant.
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Cwur heath care grstem dogs not make a direct
oonnecton between recelving a service and paying for It
Instead, a third party-the Insurance company or plan
sdminisrator-actually processes and pays the bl the
Consamer mever sees the actual pr'll‘.‘ﬁta.E.TM COnSUmer
5 usualy only Jevare of the amount of s oF her oo-
payment, rather than the full price for officg visits, lab
[sts, 0. The oo-paymant seams o be the price. Bu as
services become more exponsiie, the consumer dogs pay

for the Increase indirectly, through higher deductions
from wages for health care.

Thie result ts that premium costs are pricing health care
cuit of readh for emplacers and Indhiduals. Diseashu ton
with the lack of choliog In care and Tinancing 3dds o thi
precarious state of haath carg coverags,

How Does the HSA Improve the Situation?

The HSA/HDHP can bring both consumer choke and
flex ity back Inte health care. ¥ou can wse the H3A for
oo-payments and deductibles and for sarvioes that are
rece cffered by the healkh plan, with tax-free dollars. Tou
may also deckde 1o 306k a physiclan out of your natwork,
and you can par for that care from your HSA. The HS8
a0 ghvis you a chance o deal with the varlabliigy of
health care expenses. For Instance, one year you may
have st a few doctors' appointments, while the next
year you may meet the deductble midyear and sl need
extra physical therapy appointments. With the HSA funds
from the previcus vear, and the Rinds added during the
CUPPENT yaar, you might ba able to maet al your neads
pec-frosy, o can wse the HEA 1o bridoe 1€ events, such
a5 unemployment, Job changes and periods of disablligy
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by paying for health insurance premiums, or health care
darecthy:

Traditienal Plan ¥5 HSA Plan

Fur B
Fmganar

What This Book Does

This book is your guide to getting the best from an H5A.
It ghves you the basics, & well as advantapes and
limitations of H3As, and provides sxamples of reallife
stuations that you can relats to your own aroumstances.

Each chapter has aross-references, defininons and charts
that will assist you, With this book, you will be ready for
the consummer heakh care revel ution.



