What exactly is an HSA?


	IRS Requirements for 2010

	 
	Single Plan
	Family Plan

	Minimum Deductible
	$1,200
	$2,400

	Maximum Out-of-Pocket
	$5,950
	$11,900

	Contribution Limit
	$3,050
	$6,150


Question
What is the tax treatment of an eligible individual's HSA contributions?
Answer
Contributions made by an eligible individual to an HSA are deductible by the eligible individual in determining adjusted gross income (i.e., "above the line"). The contributions are deductible whether or not the eligible individual itemizes deductions. However, the individual cannot also deduct the contributions as medical expense deductions under 

Section 213

What are “Qualified Medical Expenses?”
IRS Publication 502 has a checklist of expenses that can be itemized. Most of these expenses (see below) qualify for tax-free withdrawal from an HSA, unless the expenses were reimbursed by your healthcare coverage. One expense which cannot be reimbursed from an HSA is the premium for most healthcare plans. The following list is provided as reference only and is not meant to be comprehensive.

	Fees:

	Anesthesia
	Nurse

	Blood Donor
	Oculist

	Chiropodist
	Ophthalmologist

	Chiropractor
	Optician

	Clinic
	Optometrist

	Dentist
	Oral Surgery

	Diagnosis
	Orthodontia

	Diathermy
	Osteopath

	Examination, physical
	Pediatrician

	Eye Examination
	Physician

	Gynecologist
	Physiotherapist

	Hospital
	Podiatrist

	Laboratory
	Practical Nurse

	Long-term care insurance premiums and expenses
	Psychiatrist

	Lip reading lessons for the deaf
	Psychologist

	Medical Information plan
	Psychoanalyst

	Midwife Therapy
	Surgeon

	Other:

	Ambulance Hire
	Nursing care

	Artificial limbs and teeth
	Oxygen and equipment

	Automobile modifications (hand controls, special equipment, mechanical lifts)
	Radial keratotomy

	Braille books & magazines
	Rental of medical or healing equipment

	Crutches
	Sanitarium or rest home

	Over the counter drugs
	Seeing-eye dog

	Prescription drugs and medical supplies
	Special education (limited)

	Elastic hose, medically prescribed 
	Support or corrective devices (including special mattress and board for arthritis)

	Eximer laser
	Telephone for deaf

	Eyeglasses/contact lenses
	T.V. set modifications to receive closed captions for hearing impaired

	Acupuncture
	Therapy treatments

	Halfway house residency
	Treatment center for drug and alcohol addiction

	Hearing devices
	Transportation expense relative to illness

	Hospital bills
	Wheelchair

	Iron lung, operating cost
	X-rays

	Laetrile, when prescribed by a doctor
	


Who gets the biggest advantages of an HSA?

1. Families

2. Self-Employed
Quote for zip code 37174  M 34, F 29 + 3 children
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Copay Select
	

	Monthly Premium
	$323.42
	$473.16
	$1800 of savings per year with the HSA

	Deductible
	$6,000

One Deductible Per Family
	$2,500

Two Deductibles Per Family
	 

	Co-Insurance
	100%
	80/20
	

	Out of Pocket Max
	Deductible Only
	Deductible + $3,000

2 per family
	$6,000 HSA = worse case scenario

$11,000 Copay + copayments for office visits, prescriptions, etc..  = worse case scenario

	Office Visit
	 Subject to Deductible
	$35 copayment
	HSA = avg negotiate rate $50

Copay = $35 copay

Average $15 savings on copay

	Preventative Care
	$35 copay and then 100% of lab and x-ray work covered associated with visit
	$35 copay and then you pay 20% of lab and x-ray work associated with visit
	HSA plan is actually a better for preventative 

	Prescriptions
	Subject to Deductible
	$15 copay Tier 1
$200 Deductible

Tier 2: $35 

Tier 3: $65

Tier 4: 25%
	Advantage for the Copay however if you are taking it before you apply your premium will be increased to compensate or the prescription would be excluded.
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Copay Select

	Monthly Premium
	$108.29
	$121.25

	Deductible
	$3000
 
	$2,500

 

	Co-Insurance
	100%
	80/20

	Out of Pocket Max
	Deductible Only
	Deductible + $3,000

 

	Office Visit
	Subject to Deductible
	$35 copayment

	Preventative Care
	$35 copay and then 100% of lab and x-ray work covered associated with visit
	$35 copay and then you pay 20% of lab and x-ray work associated with visit

	Prescriptions
	Subject to Deductible
	$15 copay Tier 1

$200 Deductible

Tier 2: $35 

Tier 3: $65

Tier 4: 25%


Now if this person is self-employed: They can write off their $108.29 per month on their taxes.  = $1,299   If they take full advantage of their HSA and put $3,000 in their tax sheltered account they can write off $4,299 on their taxes.

$4,299 x .28 =  $1,203 refund from the IRS

This is absolutely a no-brainer for all self-employed.

