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FOR IMMEDIATE RELEASE

Contact: Chip Addis - caddis@addishill.com 

Health Savings Account – Your personal healthcare decision

Problem:  A 60 year old widow recently received a letter from her health insurance company notifying her that her current plan will no longer be available and that she can choose between two new options.  She’s not eligible for Medicare yet, and has been paying for her own health insurance after being laid off from her job two years ago.

Option #1: A new plan that would operate the same way as her old one, except that it would cost over 35% more per year.  

Option #2: A Health Savings Account (HSA) qualified, High-Deductible Health Plan with premiums about the same as what she had been paying, with one catch.  She would have to set up an HSA.  

Decision: There is certainly no free lunch when it comes to healthcare.  Being confronted with setting up an HSA can sound challenging.  If you decide to do it, what is the best way?  

An HSA allows individuals and families to put money into an account and take a tax deduction.  For self-employed individuals, your own contribution is not used when determining self-employment tax.  You then pay for your medical expenses out of this account, tax-free.  If there is money left over after your medical bills, you don’t lose it.  It stays in your account for future years, and at retirement, you can withdraw the money in the same way as an IRA. 

Setting up an HSA isn’t as hard as it sounds.  Many banks offer a simple form to setup the account and should offer you a debit card to pay for your medical expenses.  A nominal setup fee is common.  But where should you get the money from to fund it?  A good general rule for most people is to contribute money from your checking account to open the account.  While you are eligible to transfer money from your IRA to open the account, it is normally not a benefit for most people.  

Health Savings Accounts are a good option that can be used right now to help many people who are faced with purchasing their own health insurance.  Consulting with a knowledgeable financial or tax advisor can be a good idea if you are unsure about how an HSA applies to your personal situation.
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