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High Deductible Health Plan (HDHP) - Health Savings Account (HSA) 
 

Please Refer to IRS Publication 969 
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What is a High Deductible Health Plan? 
This Is your Medical Plan 
A High Deductible Health Plan is defined by the IRS for 2022 as any plan with a deductible of at least $1,400 for an 
individual or $2,800 for a family.  For 2023, a HDHP must have a deductible of at least $1,500 for an individual or $3,000 
for a family.  For 2022, a HDHP’s total yearly out-of-pocket expenses (including deductibles, copayments, and 
coinsurance) can’t be more than $7,050 for an individual or $14,100 for a family. (This limit does not apply to out-of-
network services.) For 2023, a HDHP’s total yearly out-of-pocket expenses (including deductibles, copayments, and 
coinsurance) cannot be more than $7,500 for an individual or $15,000 for a family. (This limit does not apply to out-of-
network services.) 
 
Deductible 
The deductible must apply to all medical expenses (including prescriptions) covered by the plan. PPACA law requires 
plans to pay for certain “preventive care” services on a first-dollar basis (before the deductible). 

What is a Health Savings Account (HSA)? 
This Is Your Bank Account 
A Health Savings Account (HSA) is a personal bank account in which money may be deposited to save for future medical 
expenses and receive favorable tax treatment. To qualify to open an HSA, and make deposits, an individual must have 
coverage under an HSA-qualified “High Deductible Health Plan” (HDHP). 

HSA Contributions to Your Bank Account 
Contributions to your HSA can be made by you, your employer, or both. However, the total contributions are limited 
annually. If you make a contribution, you can deduct the contributions (even if you do not itemize deductions) when 
completing your federal income tax return. 
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You can make a contribution to your HSA each year that you are eligible. The maximum contributions are: 
2022 Single……$ 3,650  Family……$ 7,300  Over 55 Catch-up……$ 1,000 
2023 Single……$ 3,850  Family……$ 7,750  Over 55 Catch-up……$ 1,000 

These amounts are adjusted annually for inflation. 

Who Can Have an HSA Bank Account? 
Qualifying Rules to Contribute to an HSA: 

• The individual must have coverage under an HSA-qualified “high deductible health plan” (HDHP). 
• The individual must have no other first-dollar medical coverage (other types of insurance like specific injury 

insurance or accident, disability, dental care, vision care, or long-term care insurance are permitted). 
• The individual must not be enrolled in Medicare. 
• The individual must not be claimed as a dependent on someone else’s tax return. 

 
Contributions to the Health Savings Account must stop once you no longer are enrolled in an HDHP or are enrolled in 
any other health insurance plan including Medicare. However, you can keep the money in your account and use it to pay 
for medical expenses tax-free. 

Helpful Websites Regarding HSA Bank Accounts 
The IRS website has everything you need to know about HSAs including all related forms, publications, and the latest 
legislative information. Access to “Publication 969 (2017), Health Savings Accounts and Other Tax-Favored Health Plans” 
can be found here, https://www.irs.gov/publications/p969.  Your certified tax advisor is a great resource for specific tax 
advice. 

Using Your HSA Bank Account 
You can use the money in the account to pay for any “qualified medical expense” for yourself, your spouse, or your 
dependent children as permitted under federal tax law. Refer to IRS Publication 502 for a list of qualified expenses. 
 
Any amounts used for purposes other than to pay for “qualified medical expenses” are: 

• Under Age 65 
- Subject to an additional 20% tax penalty and taxed as ordinary income 

• Age 65 and older  
- Taxed as ordinary income but the 20% penalty does not apply 

• Disabled per Medicare Definition  
- Taxed as ordinary income but the 20% penalty does not apply 

Advantages of HSAs 
1. Security – Your High Deductible Health Plan (HDHP) and Health Savings Account (HSA) protect you against high or 
unexpected medical bills. 
 
2. Affordability – You should be able to lower your health insurance premiums by switching to health insurance coverage 
with a higher deductible. 
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3. Flexibility – You can use the funds in your account to pay for current medical expenses, including expenses that your 
insurance may not cover, or save the money in your account for future needs, such as: 

• Health insurance or medical expenses if unemployed 
• Medicare Part A and Part B premiums 
• Medical expenses after retirement (before Medicare) 
• Out-of-pocket expenses when covered by Medicare 
• Long-term care expenses and insurance 

 
4. Savings – You can save the money in your account for future medical expenses and grow your account through 
investment earnings. 
 
5. Control – You make all the decisions about: 

• How much money to put into the account (limits apply) 
• Whether to save the account for future expenses or pay current medical expenses 
• Which medical expenses to pay from the account 
• Which bank will hold the account 
• Whether to invest any of the money in the account 

 
6. Ownership – Funds remain in the account from year to year, just like an IRA. There are no “use it or lose it” rules for 
HSAs. If the employer makes a deposit into the HSA, the money belongs to the employee. 
 
7. Portability – Accounts are completely portable. You can keep your HSA even if you: 

• Change jobs 
• Change your medical coverage 
• Become unemployed 
• Move to another state 
• Change your marital status 

 
8. Tax Savings – The HSA provides Triple Tax Savings: 

• HSA deposits reduce taxable income 
• Tax-free earnings through investment 
• Tax-free withdrawals for qualified medical expenses 

Frequently Asked Questions 
 
Q1: Can I disqualify my HSA? 
A1:  Yes 

Typically, you may not have access to benefits from any other medical plan. That means, in most cases, you or a 
dependent may not participate in an HSA if you are enrolled or have access to benefits from any of following: 
• Another Medical Plan, Group or Individual 
• Your Spouse’s Medical Plan 
• Your Employer’s HRA 
• Your Spouse’s Employer’s HRA 
• Your Employer’s FSA 
• Your Spouse’s FSA  
• Medicare (a person collecting Social Security is automatically enrolled in Medicare Part A, thus disqualifying 

the HSA). 
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Q2:  Can an HSA be combined with a Section 105 Health Reimbursement Arrangement (HRA) or a Section 223 
Flexible Spending Account (FSA)?  

A2: Yes but be careful. These are the exceptions to Question 1. 
• You may be enrolled in (1) a Limited Purpose HRA or (2) a Limited Purpose FSA where expenses that go to 

your HDHP deductible are specifically excluded from being reimbursed by those plans. You are permitted to 
reimburse HDHP co-pays and coinsurance with the HRA and FSA funds after the “statutory” deductible has 
been met. 

• The Limited Purpose HRA is relatively easy to control because the language can be controlled by the 
employer. The language can specifically exclude using HRA money to pay for the HDHP deductible medical 
expenses.   

• The Limited Purpose FSA presents more problems. Most FSA administrators do not have the means to 
determine deductible money from co-pays or coinsurance. Therefore, their “Limited Purpose FSA” usually 
only covers dental and vision. They do not offer all of the services that are allowed under Publication 502. 

• Your spouse’s FSA or HRA could technically disqualify your HSA because you could be reimbursed by your 
spouse’s plan. 

• This issue is best discussed with your accountant or tax advisor. 
 
Q3: What happens to my HSA if I am not enrolled in the HDHP all year? 

As these are tax regulations, individuals should consult their accountant for their specific situation. 
A3: First Year Enrolled in a Qualified HDHP for Part of the Year: 

• An individual enrolled in a qualified HDHP may contribute 1/12 of the maximum contribution for which they 
qualify for each month that they are enrolled in the HDHP. 

• There is an exception (called the last month rule) that will allow an individual to make a full calendar year 
contribution in the first partial calendar year as long as they are enrolled in the HDHP on 12/1. However if 
that individual does not remain enrolled in the HDHP through 12/31 of the following year, they will be 
required to refund the excess contribution or pay taxes and penalties. See your tax accountant for details. 

 Terminating Enrollment in a Qualified HDHP in Subsequent Years: 
• In the year the individual terminates their qualified HDHP coverage, they may contribute 1/12 of the 

maximum contribution for which they qualify for each month that they are enrolled in the HDHP. 
• Excess contributions must be refunded or the individual will be required to pay taxes and penalties on the 

excess contribution. See your tax accountant for details. 
 
Q4:  How are my medical plan deductibles and out-of-pocket costs treated if I am not enrolled in the HDHP all 

year? 
A4: You are still responsible for any deductible and out-of-pocket claims made up to the point of cancellation. 

There is no prorating of deductible or out-of-pocket cost. 
 
Q5: What Happens to My HSA When I Die? 
A5: If you are married: 

Your spouse becomes the owner of the account and can use it as if it were their own HSA. 
If you are not married:  

The account will no longer be treated as an HSA upon your death. The account will pass to your 
beneficiary or become part of your estate (and be subject to any applicable taxes). See your tax 
accountant for details. 

 
Q6: PPACA allows dependent children to be covered up to age 26 on the parent’s medical policy. How does that 

affect my HDHP medical plan? 
A6: Dependent Children up to age 26 can be covered on the HDHP medical plan. 
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Q7: PPACA allows dependent children to be covered up to age 26 on the parent’s policy. How does that affect my 
HSA bank account? 

A7: Adult children who do not qualify as tax dependents on the parent’s tax return (IRS Rules), cannot have their 
medical expenses covered by the parent’s HSA. However, an adult child who is covered under a parent’s family 
HSA-Qualified HDHP can open his or her own HSA bank account and contribute up to the allowed maximum. 
See your tax accountant for details. 
 
IRS definition of a qualified dependent includes: 
• Child under Age 19 at end of tax year 
• Student Child under age 24 at end of tax year 
• A member of the household for whom the taxpayer provided more than 50% of the annual support. That 

member cannot earn more than the personal exemption amount.  
• See your tax accountant for details. 

 
Q8:  Can HSA contributions be processed through a Section 125 Cafeteria Plan? 
A8: HSA Contributions for bona-fide employees may be processed through the Section 125 Cafeteria Plan subject to  

non-discrimination testing. Please note: 
• Sole proprietors, Partners, and 2% Shareholders of an S-Corporation are not considered employees and, 

therefore, cannot participate in the Section 125 Cafeteria Plan.  
• Under the rules of attribution, family members working as employees in the business cannot participate in 

the section 125 Cafeteria Plan. 
• An above-the-line tax deduction (pre-tax benefit) is allowable for health insurance premium and HSA 

contributions. 
• Consult with your accountant for your specific situation. 
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