What’s a HSA and is it a good choice for you?
A Health Savings Account (HSA), is a health insurance policy that meets specific guidelines set by the IRS (see below). A HSA is actually a savings account used exclusively to pay for healthcare expenses. If you have a High Deductible Health Plan (HDHP) you can open a HSA, if not, you can’t. To avoid confusion, we’ll use “HSA plan” to refer to the health policy and “HSA account” to refer to the savings account.  

As a general rule, if you spend very little on medical expenses each year or if you spend a lot and regularly meet your annual deductible, a HSA plan might be for you. If you don't have the money to put in a HSA account, then a HSA plan has little advantage vs. a traditional type plan.
The main advantage of having a HSA plan is the tax savings. Any money you put in your HSA account is tax free; just like making a contribution to your 401k or IRA. You can use your HSA money to pay for your out-of-pocket expenses like your deductible and coinsurance. The other advantage is you can pay for some expenses that may not be covered by your health plan such as dental care, eye glasses or contacts. By using HSA money, you are paying with tax-free dollars. If you use HSA money for any non-qualified expenses, you’ll face a 20% penalty. If you have money left in your account at the end of the year, it rolls over to the next year. You don’t lose it. 

Example - if you are in the 20% tax bracket, every dollar you spend on qualified medical expenses only costs you 80 cents. It’s like the doctor or hospital putting your healthcare expenses on sale! Refer to the www.irs.gov website for complete information.

HSA plans are regulated by the IRS. The rules govern the allowable 
· minimum deductible, 
· maximum out-of-pocket limit, 
· how much money you can put in your HSA account and what you can spend the money on. 
Check your policy for the specifics. Beyond that, a HSA plan works similar to any other health policy -- with a few exceptions:
· If your policy has an office visit or prescription copay, you must satisfy your deductible first before the copay applies. Until you have satisfied your deductible, all the expenses for both medical and prescriptions accumulate to satisfy your deductible. 

· If only one person is covered, the deductible is for that one person. 

· If more than one person is covered on the same policy, no matter how many, the deductible is doubled and shared by all – called an aggregate deductible. Anybody covered under the plan can satisfy the deductible individually or in any combination with the others. Example - if the plan deductible is $2000 and there is a family of four covered by the plan, the deductible is doubled to $4000. One person can have a $4000 bill which would satisfy the deductible for all or one can have $2000, one $1500 and one $500. Any combination of bills for the four satisfies the deductible for all -- once the bills total $4000.

NOTE: Some group policies have an embedded deductible that only applies if there is more than one person covered. Each person must satisfy their own deductible. One person cannot satisfy the deductible for all. If you have a choice, we recommend that you choose an aggregate deductible. It’s more likely that you will meet the deductible than if you have an embedded deductible.
