
 

About Health Savings Accounts 

HSAs are tax-advantaged savings accounts that were first introduced in 2003. As a consumer-driven option, HSAs serve to control 

rising health care costs by giving you insight into how much health care actually costs and more control over how you spend your 

health care dollars. 

HSAs cover current and future medical expenses. Funded by employees, employers or a combination of the two, the account allows 

you to contribute and withdraw money on a tax-free basis, as long as you use it for eligible, Section 213(d) medical expenses. The 

account is also portable, meaning it can grow over time, even as your circumstances change. 

Eligibility to Establish an HSA  
To be eligible to participate in an HSA, you must be covered, as of the first day of any calendar month, by an HDHP. You must not be 
covered by other non-HDHP health insurance – including that of a spouse. (Certain types of insurance, such as vision or dental 
coverage, are not considered disqualifying health insurance and can coexist with an HSA.) You must not be enrolled in Medicare and 
no one can claim you as a dependent for tax purposes.  

Your employer is allowed to establish an HSA for you and select an HSA administrator. However, you can establish more than one 

HSA and transfer funds between accounts. 

High-Deductible Health Plans  
Specifically, an HDHP is a health plan that meets statutory requirements for annual deductibles (other than for preventive care) and 
out-of-pocket expenses. For plans with a network of providers, the requirements do not apply to out-of-network services. The 
requirements are as follows:  

• Deductibles: In 2017, the minimum deductible under self-only HDHP coverage is $1,300. For family HDHP coverage, it is $2,600.  

• Out-of-Pocket Expenses: The maximum out-of-pocket expense limit in 2017 for the HSA-compatible HDHP is $6,550 for single 
coverage and $13,100 for family coverage.  

In general, coverage under any non-HDHP health plan disqualifies you from contributing to an HSA. However, dental, vision, 
disability, accident and long-term care coverage are not considered disqualifying. The following are two examples of disqualifying 
health coverage:  

• Example A (Other Employer’s Plan): You will be disqualified from participating in an HSA if you are covered under your spouse’s 
employer’s health plan and it is not an HDHP.  

• Example B (Health Care FSA): You will be disqualified from participating in an HSA if you are covered under the Health Care FSA, 

unless it is the Limited Health Care FSA, which only reimburses dental or vision expenses 

Tax Treatment of HSA Contributions  
The amount of money you contribute to an HSA by salary reduction through the BESTflex Plan is excluded from your income and not 

subject to payroll taxes. The HSA itself, like an IRA, is exempt from tax. 

Contribution Limits  
The IRS has set the maximum annual HSA contribution amount for 2016 to $3,400 for single HDHP coverage and $6,750 for family 

coverage. 

HSA Distributions  
HSA distributions that are exclusively used to pay for your, your spouse’s, or your dependent’s qualified medical expenses are 
excluded from income. This is the case even if, at the time of distribution, you are no longer eligible to make HSA contributions.  

Any distribution that is not exclusively used for such qualified medical expenses becomes taxable income. Unless it is distributed 

after you die, become disabled or reach age 65, the distribution is also subject to an additional 20 percent tax. (This tax increased, 

effective January 1, 2011, by 10% due to the 2010 health care reform legislation.) 


