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Questions & Answers (8/2009)
Q-1:
What are considered Qualified Medical Expenses by the Federal Government?
A-1:
Basically, any benefit covered under your medical plan (BCBS plan), dental services, vision services, acupuncture, etc.  See the IRS Publication 502 titled, “Medical and Dental Expenses” at the IRS website www.irs.gov or call 1-800-829-3676.
Q-2:
Once I reach my deductible (out-of-pocket maximum) on the HDHP, will I still be responsible for copays?

A-2:
No.  There are no copays allowed on the HDHP.  The government has set them up to have no first dollar coverage, except for those plans that charge a copay for preventive services.  The HDHP plan we most likely will have, will pay 100% for preventive services.  Once you meet the deductible (out-of-pocket maximum), the HDHP medical plan pays 100%.  
Q-3:
Am I responsible for all allowed charges up to the deductible amount with the HDHP?
A-3:
Yes.  The deductible would be $2,500, then the coinsurance would pay at 100%, making your out-of-pocket maximum $2,500.   

Q-4:
How are preventive services covered under the HDHP?
A-4:
To encourage you to go for preventive services, the HDHP allows for certain services to be paid at 100% not subject to the deductible.  Typically some of these services include mammograms, pap smears, men’s PSA tests.
Q-5:
Do I pay the provider/doctor at the time of my visit if I’m on the HDHP?
A-5:
No.  Your HDHP insurance card will not list an office visit copay.  Your doctor will file your claim with the insurance company.  The insurance company will take the claim and apply the discount they have negotiated with that provider and then notify your provider what billing amount is allowed. The provider will then send you a bill for the discounted amount you owe.  Remember to cross reference your Explanation of Benefits (EOB) with the provider’s bill to ensure the two amounts match, before paying the bill.
Q-6:
How do I pay the provider/doctor’s bill if I’m on the HDHP/HSA plan?
A-6:
If you elect the HDHP/HSA, you’ll receive a debit card from the custodial account manager that will access your HSA funds.  Some custodial accounts also provide checks for that account.  Once you receive the bill, you may write the debit card number on the bill and return it to the provider, or write a check from that account.  Also, you may write a personal check and then submit a reimbursement request from the HSA account.

Q-7:
If my bill is $1,000 and I have $400 in my HSA account, what happens?
A-7:
You can only take out funds that are physically in your HSA account.  In this example, you’d be able to withdraw $400 to pay toward the $1,000 bill.  The balance would have to be paid with other funds at that time, or you would need to negotiate a payment plan with the provider.  Once the funds are again accumulating in the HSA account, you can request reimbursement to yourself; or, you can use your debit card to make payments -- if those funds are there.

Q-8:
Where does the money come from that goes to the HSA? 

A-8:
The money will be contributed by the employee.  The employee can elect to contribute an amount per paycheck on a pretax basis.  
Q-9:
Can HSA money be used to pay the next year’s medical insurance premiums for the District’s plan?
A-9:
No.  HSA money can only be used to pay for qualified medical expenses.  Refer to the page of the presentation that discusses Qualified Expenses.  These can also be found on the IRS website.  Some other expenses are long-term care services, long term care insurance, COBRA premiums, health insurance premiums for the unemployed, Medicare A & B premiums, etc.
Q-12:
How do I calculate how much to contribute?
A-12:
It depends on each person’s own personal situation.  You can contribute any amount you want up to a maximum of $3,000 per single or $5,950 per family.  If you are age 55 or over, you are also eligible to make catch-up contributions of $1,000.  In that instance, you could contribute a maximum of $4,000 single or $6,950 family.
Q-13:
If I enroll in TRICARE am I still eligible for the HSA?
A-13:
TRICARE is non-HDHP coverage because it’s considered first dollar coverage.  If you enroll in TRICARE, either as employee or dependent, you are not eligible for the HSA account.  Please keep in mind you cannot have any other medical coverage that is not a HDHP to have a HSA, which includes a Flexible Spending account for yourself or through a spouse.  
Q-14:
If my dependent child or spouse is not covered under my medical plan, can I use HSA money to pay for their qualified medical expenses?  
A-14:
Yes, you can use funds to pay for your qualified family member’s qualified medical expenses whether or not they are covered under the HDHP.

Q-15:
Is there a limiting age for a dependent with regards to HSA funds?
A-15:
If your dependent child has reached age 19 (24 if full-time student) [IRS definition], they are no longer qualified as a dependent.  However, if the dependent is over 19 or 24 (full-time student) and is) not a qualifying child of the taxpayer or any other taxpayer; b) bears a relationship to the taxpayer; and c) receives more than ½ of his/her support from the taxpayer for that calendar year, they can be a Qualifying Relative.  
Q-16:
How is money in the HSA invested?
A-16:
The District will select a custodial account to handle the HSA.  How the funds are invested in your HSA is your decision.  There is always a set interest rate that will be earned.  This rate can increase as your balance increases.  As your balance grows in the HSA account, you might also have the option to invest in mutual funds.  Once the District determines who the custodial account will be with, we will know more details.
Q-17:
If the employee is less than age 65, but the spouse is 65+ (Medicare eligible), can the employee still contribute to the HSA?
A-17:
Yes, the eligibility is based upon the employee’s status.
Q-18:
What are the tax implications on HSA money?
A-18:
Triple tax advantaged!  Contributions to HSAs are tax deductible, grow tax free and the distributions are never taxed so long as the funds are used for qualified medical expenses.  If you choose to make after tax dollar contributions to the account, you will take an above the line deduction on your 1040 tax return.  Keep in mind that if you use the HSA funds for something that is not qualified, you will be subject to ordinary income tax; and, if you are under the age of 65 -- there is a 10% penalty as well.
Q-19:
Can you increase or decrease your payroll contribution during the year?
A-19:
Yes.  You are not locked in for the year.  If you decide (after a few months) that you can contribute more, you can have payroll adjust the amount.  The reverse also holds true.
Q-20:
What happens to the money left in my HSA at the end of the year?
A-20:
It rolls over to the next year and you can make the next year’s contribution to the account.  The HSA is NOT a “use it or lose it” account!  Should you leave employment with the District, this money goes with you.
Q-21:
If I am 65 or older, and enrolled in Medicare A and/or B, can I still enroll in the HDHP plan?
A-21:
The IRS regulations state that if you are 65+ and enrolled in Medicare A and/or B, you can enroll in the HDHP, but you cannot contribute to an HSA account.

This is to inform you that any tax advice contained in this communication (including any attachments) was not intended or written to be used, and cannot be used, for the purpose of (i) avoiding penalties under the Internal Revenue Code or (ii) promoting, marketing or recommending to another party any transaction or matter addressed herein.

This information is being supplied as a consulting service only. It is not intended to be and may not be relied upon as legal advice or opinion. Our consulting service is limited to providing employers general information about the law and does not include advice regarding the application of the law to specific facts or circumstances. Persons needing specific legal advice should retain the services of legal counsel. 
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