MARCH 2007

New Health Care Savings Accounts
Q & A with Andrea Good, Compliance Officer

Q: What is a health savings account and how does it work:

A: A Health Savings Account (HSA) is an account that can receive contributions on a tax-favored
basis on behalf of an eligible individual and allows tax-free distributions used to pay for quali-
fied medical expenses.

Q: Who is eligible?

A: When determining contribution eligibility an individual must meet 4 requirements:

e The account holder must be covered under a High Deductible Health Plan (HDHP)
during the last month of the year.

e Generally not covered by any other health plans

Is not enrolled in Medicare.

SPECIAL * ! o
POINTS OF e May not be claimed as a dependent on another individual’s federal tax return.
INTEREST: - . .
Qualified High-Deductible Health Plan
Year Single Coverage HDHP Family Coverage HDHP
Minimum Maximum Minimum Maximum
Deductible Out-of-Pocket Deductible Out-of-Pocket
2006 $1,050 $5,250 $2,100 $10,500
2007 $1,100 $5,500 $2,200 $11,000

Q: What can the money be used for?

Q: What happens to the money at the end of the year?

A: All unspent funds remain in the account until spent, no “use it or lose it rules.”




A: The money can be used tax-free if taken for “qualified medical expenses” permitted under federal tax law.
This includes most medical care and services, and dental and vision care, and also includes over-the-counter
drugs such as aspirin. You can generally not use the money to pay for medical insurance premiums, except
under specific circumstances, including:

e -Any health plan coverage while receiving federal or state unemployment benefits.

e -COBRA continuation coverage after leaving employment with a company that
offers health insurance coverage.

e -Qualified long-term care insurance.

e -Medicare premiums and out of pocket expenses, including deductibles, co-pays,
and coinsurance for: hospital and inpatient services, physician and outpatient ser-
vices, Medicare HMO and PPO plans and prescription drugs.

You can use the money to pay for medical expenses of yourself, your spouse, or your dependent children.

Q: Who funds the HSA? Employer or Employee?

A: The contributions to the HSA can be made by eligible individual, any other individual or Entity or eligible
individual’s employer. Any contributions made by account owner, any other individual, or an entity other
than employer are deductible on the HSA owner’s tax return.

HSA Contribution Limits

*Assuming that the HSA owner meets the eligibility requirements on the first day of the month, the monthly limit
is 1/12" of the annual contribution limit.

Tax Single Coverage Family Coverage
Year Annual Limit Annual Limit
2006 $2,700 $5,450
2007 $2,850 $5,650

*Catch-up contributions are allowed if the owner of HSA is at least age 55 by end of the year for which the contri-
butions is made.

Tax Year Catch-Up Contribution
2006 $700
2007 $800

Q: How do I enroll?

A: The first process is to purchase a high deductible health plan through your insurance agent (FLR Insurancenter
can help with this). 1f you already have a high deductible plan, you just need to stop by either of our locations
to set up your Health Savings Account. If you have any questions please feel free to contact Andrea Good at
419-674-4998. If you would like more information on purchasing a health plan please contact FLR.
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