Employees’ Group Insurance

Health
Savings
Account

This is provided as information only. For more HSA details go to the Department of the Treasury website. www.treas.gov.
The responsibility of managing an HSA is the individual and not the employer.



Employees’ Group Insurance

What i1s an HSA?

The IRS (Internal Revenue Service) allows employees to put aside money on a pre-tax basis in
a qualified health savings bank account, to be used for future medical expenses incurred by the
employee or eligible dependents. The IRS only allows you to open and contribute to a health
savings account if you are enrolled in a qualified high-deductible health plan. Health savings
account money can be used in the future for medical expenses.

Who is eligible for an HSA?

Any individual who:

o Participates in or is covered by a HDHP (high deductible health plan)
e IS NOT covered by other health insurance that is not a qualified HDHP
e Is not Medicare eligible and/or over 65

What is an HDHP?

A HDHP or High Deductible Health Plan is a health plan (per federal guidelines) that is de-
signed in such a way that the employee is more in control of handling their own medical care/
expenses. This plan has a high deductible to be met before services are paid. A HDHP must
have its prescription coverage as part of the major medical and any prescription filled is applied
to the deductible and coinsurance. For example, an antibiotic may cost $190.00 retail, with the
HDHP you will still receive a discount (through Express Scripts) but will pay the majority of
the cost, which will then be subject to the deductible and coinsurance.

Typically, individuals that participate in the HDHP are healthy and do not incur high medical
expenses and are able to set aside monies for the future.

What are advantages to HSA?

Tax Savings—money is taken out of your paycheck before taxes are calculated, so you pay less
taxes.

Portability—the money in your account is yours to keep, so you can take it with you if you
change employers or health plans or retire. This account is not a use it or lose it type of reim-
bursement, like a flexible benefit plan.

Long-term savings—yYyou can let the funds in your account grow tax-deferred. At age 65, you
may make withdrawals from your HSA for any reason without penalty. (Still subject to taxes if
used for expenses other than health care)

Reduced insurance premiums—you still pay an insurance premium, but it is typically lower
than the other options your employer offers.

More choice and control—you decide when to use your savings to pay for health care ex-
penses.
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How do | enroll?

Step 1 The employee must enroll in the HDHP by way of a group health insurance application. This
can be done when the employee is a new hire and eligible for benefits, OR during a plan transfer period
(held every November for a January effective date) when an employee may change their deductible.

Step 2 Employees’ Group Insurance will make the change on the Great West Healthcare system.

Step 3 Next, the employee will be mailed a ‘welcome packet’ from Mellon Bank. Mellon Bank is
simply an option of a financial institution in which to open a health savings bank account. You may
open a health savings account at any institution, however it must be a designated HSA, not a regular
checking/savings account. A regular checking/savings account is not acceptable. If the IRS were ever
to audit the employee, they need to clearly see medical expenses versus other expenses (groceries for
example).

Step 4  Once you have opened a bank account, you will need to fill out a Health Savings Account
Election form. This form with a copy of a voided check or deposit slip is required to give to your Bene-
fit Specialist. The amount is then set up in payroll to have that amount deferred from your payroll into
your bank account. Payroll deferred money can only be deposited while you are actively enrolled in the
HDHP, therefore if you are switching to the HDHP for a January 1 effective date, that transfer of money
to your HSA cannot be done until January 1 or after. For example; January premium deducted from De-
cember payroll; HSA designated funds cannot be deducted until the January payroll.
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Making Changes to HSA

Changes can be made to your HSA election at any time. You must fill out a new HSA election form
indicating a REVISION. You can increase, lower your monthly contribution including stopping contri-
butions altogether or starting them back up again, provided you are enrolled in a HDHP (high deductible
health plan) and you do not exceed the annual limits set by the IRS.

The change should be made effective the first of the month following receipt of your election form.
(depending on payroll run dates)

Other things to remember...

Service Fees

Most banks have service fees including but not limited to:

e Fees for NSF (non-sufficient funds)

e Below minimum balance fees

o Fee to open account

Be aware of these when deciding what financial institution you choose.

Unlike an FSA (Flexible Spending Account), only deposited funds may be used from the HSA. There-
fore, it is important that employees are aware that they should treat their HSA like a checking account
and only write a check or use their debit card if they have sufficient funds in the account to cover the
transaction. If they do not, they will be charged a Non-Sufficient Funds (NSF) fee.

IRS Audit

A health savings account is managed by the employee. The employee is responsible for all records for
audit purposes by the IRS. The state of Wyoming or any employer that is part of the State of Wyoming
Group Insurance plan is not responsible for the employees use of the plan. The Internal Revenue Ser-
vice is the governing body who determines what are qualified expenses. The employers involvement is
to facilitate or be the vehicle to get money from your payroll, tax-deferred, into your health savings ac-
count.

What if my spouse has a health plan that is not HDHP?

If you are enrolled in the HDHP through the State of Wyoming, AND deposits are being put into your
HSA, you cannot also be enrolled in any other plan UNLESS it too is a qualified HDHP. You are able
to pay qualified medical expenses on eligible dependents covered under the other health plan.

If you are NOT participating in a HSA, you CAN be enrolled in both a HDHP and another group plan
that is not an HDHP.
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Frequently Asked Questions

What is a High Deductible Health Plan?
It is a health insurance plan, that based on its design is a qualified plan allowing employees to contribute
to a health savings account. It requires the prescription coverage be included with the medical benefits,
e.g. subject to deductible and coinsurance. The family deductible (if applicable) must be met prior to
benefits being paid.

What if | change Health Plans?
All the money in your HSA is yours to keep. While you’re a member of the State’s High Deductible
Health Plan, you may contribute money to your account. Should you change plans with the State and
are no longer in the High Deductible Health Plan Option, you can still use the HSA funds to pay for
qualified medical expenses, but cannot contribute additional money until you enroll in another qualified,
high-deductible health plan.

How are claims paid?
When you receive health care services, your provider submits a claim to Great West Healthcare. After
the claim is processed, the provider sends you a bill for any remaining amount you may owe. You can
use your HSA checks or debit card to pay for the expenses (provided money is in the account) or you
can pay the bill out of pocket and continue to let your HSA grow.

How do | pay for Prescriptions?
It’s simple—when you pick up your prescription from the pharmacy, you can pay using your HSA
checks or debit card (provided money is in the account). On the high-deductible health plan option the
prescriptions are part of your major medical and will be applied to your deductible and coinsurance.
You still receive a discount by presenting your ID card, but will be responsible for the full amount after
any discount.

What if my provider wants me to pay up front for services?
Encourage your provider to first submit the claim to Great West Healthcare to ensure proper provider
discounts are applied. You can pay using your HSA checks or debit card upfront and then the provider
will submit the claim to Great West Healthcare. If you happen to overpay, your provider will reimburse
you for any overage amount. You must deposit any reimbursed money back into your HSA, otherwise
you are subject to income tax and penalties. If you use your debit card, any overpayments can be auto-
matically credited to your HSA.

How much can | contribute?
The IRS limits annual HSA contributions to your health savings account of $2,900 for individual cover-
age and $5,800 for plans covering more than one person. These limits may increase each year. If you
are 55 or older, you may make additional catch-up contributions, in addition to the current IRS yearly
limits. See HSA election form for exact amounts. Contributions must stop once enrolled in any type of
Medicare plan.

When can | _make contributions?
Contributions may be made any time of the year in one lump sum or payments throughout the year.
Your employer may set up payroll deductions pretax or you can send contributions directly to your fi-
nancial institution that has your HSA.
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More Frequently Asked Questions

What is a Qualified Medical Expense?
Qualified medical expenses are payments for “medical care,” as determined by the IRS, that are not paid
by your health plan. Some examples are:

Deductibles and co-insurance for medical and dental care

Prescriptions and some over-the-counter drugs

Vision care, including glasses and Lasik eye surgery

Smoking cessation treatment and prescriptions

Some insurance premiums such as long-term care, COBRA and health care coverage premiums
while you receive unemployment compensation.

This is not a complete list of qualifying medical expenses. For a detailed list, please refer to the IRS
website at www.irs.gov.

What happens to my HSA funds when | die?
You should choose a beneficiary when you set up the account. If you pass away and your spouse is the
beneficiary, then it will be treated as your spouse’s HSA.

What happens to my funds if | terminate employment?
At the time you leave employment, your HSA account is portable and yours to keep. You are still re-
quired to use it for qualified medical expenses in the future, you simply stop contributing to it, tax de-
ferred, through your employer. If you move to another employer that also offers a qualified HDHP, you
may begin contributing to the account again. If you choose to use the money in the account for anything
other than a qualified medical expense you are subject to tax and penalties on those monies.

Wrap Around Medical Reimbursement

Through the State of Wyoming there is a Wrap Around Medical Reimbursement account as part of the
Flexible Benefits. This option is intended for use by individuals who have either a HDHP and/or a
HSA. HSA money can be used to pay for or reimburse yourself for any/all qualified medical expenses.
The Wrap Around Medical Reimbursement account can only reimburse expenses not allowed under the
health plan.

Why elect the Wrap Around? If you prefer to not use your HSA money and allow it to grow, but you
know you will incur non-allowed medical expenses, you could use the Wrap Around to reimburse your-
self those NON covered/allowed medical expenses. This account is a use it or lose it account, so you
must plan accordingly.

Examples:

o Dental and Vision expenses are not covered under the health plan, so the Wrap Around could be
used.

e Deductibles are considered a covered expense in that it was applied to your deductible, so is not
reimbursable by the Wrap Around.
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Bottom Line

All health savings account details are defined and governed by the Department of the Treas-
ury and the Internal Revenue Service. You may refer to the website below for answers to

questions you have regarding HSAs.
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HSA Frequently Asked Questions

CONTRIBUTING TO AN HSA

How much can | contrbute 1o my HS& each year?

Does my contribulion depend on when | estakblish my HE& account or when my HI

cowerags begins?

If iy employer contributes 1o my HS&, does that also provide me any tax bensfit?

Can | maks contributions through my emgloyer on a “pre-tax” basis?

o8

medicsl expenses?

I'm ower 55 and wiould like to make catch-up contribudions to my HSA, like I've don
IRA |s that possile?

| turned &5 this year. Can | make the full "catch-up” contribution?

If each spouse has self-only HOHP cowerage ineither spouse has family coverage

much can we contribute?

If both spowrses have family HDHP coverage but one spouse has other coverape, ;
spouses & glbe for an HSAT How much can each spouse contribute?

I'm & single parent with HOHP cowerape, but have a childrelative that can be clair
dependent for tax purposes, and this dependent also has non-HOSP coverage. Ar

elgble for an HSA?

7

How much can | contribute to my H5A each ;ear'? i
For 2007 and forward, your maxmum annual H5A contrbution is based on the sta

11/92007
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