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Montgomery County Public Schools 

Health Savings Account 

Flexible Benefit Administrators, Inc.’s Health Savings Account will: 

 Cut your income taxes

 Grow your savings tax-free

 Lower your health insurance premiums

Be in control. 

A Health Savings Account (HSA) works like an IRA for medical expenses. 

You deposit money tax-free and it grows tax-free until you use it. It’s your 

money, no matter what! And you decide how to invest and grow your 

money. You can withdraw funds for medical expenses. And when you reach 

age 65, you can withdraw it without penalty and use it for whatever you 

want. 

To open an HSA, you have to have a High Deductible Health Plan (HDHP). 

It’s a low-cost health insurance policy that’s a safety net for catastrophic 

events or major health expenses. You can use the money in your HSA to pay 

for the plan’s deductible – and once that’s met, the HDHP kicks in to pay for 

the rest, should a major health problem occur. 

It’s the best of both worlds – you get the health coverage you need if 

something should happen to you or your family, and you save thousands 

every year on healthcare premiums. Plus, if you don’t use healthcare 

services very often, your money will remain invested, growing until you 

need it. 

A simple way to save money on healthcare. 

An HSA offers you a new way to manage your healthcare. On one hand, you 

can use it to cover your routine medical expenses. Then, once the deductible 

is met, you can use the HDHP to cover other major expenses. 
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A Health Savings Account (HSA): 

 Stays with you – it’s your money, even if you change jobs, and it

continues to grow tax-free

 Reduces your taxable income – the money is tax-free when you

deposit it and when you withdraw it for qualified medical expenses

 Covers other types of bills – pays for insurance deductibles and

medical care/supplies not typically covered by medical insurance

 Grows with you – the money in the account is yours to invest and the

earnings are tax-free!

How it works 

You and your employer can deposit money to pay for current and future 

medical expenses. With an HSA, you can pay for insurance deductibles and 

medical care/supplies not typically covered by medical insurance, such as 

dentistry, ophthalmology, over-the-counter drugs and more. 

To open an HSA, you must first have a qualified HDHP. This insurance 

policy works hand-in-hand with your HSA to cover high-cost medical 

expenses. The HDHP has minimum deductible and maximum out-of-pocket 

limits set by the IRS that are adjusted annually. For the HDHP to qualify, the 

plan cannot have co-payments and all services (including prescription 

drugs), with the exception of preventive care, must apply toward your 

deductible.  

If you are claimed as a dependent on someone else’s taxes or are covered by 

any other health insurance policies that are not considered HDHPs, including 

Medicare and Flexible Spending Accounts (FSAs), you are not eligible for 

an HSA. 

Compared to traditional health plans, HDHPs typically have lower premium 

costs because of the higher deductible. You can use your premium savings to 

help fund your HSA. 

With an HSA, payment goes directly to you and there’s no time limit for 

reimbursement. Just save receipts for your tax records. The money in the 

account is yours to invest and grows tax-free until you withdraw it, without 

penalty at age 65 (ordinary income tax applies). Even if an HDHP no longer 
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covers you, your account remains active and you can use the remaining 

balance for medical expenses; you just can’t make deposits. 

You’re eligible to begin an HSA plan starting on the first day of each month. 

If you get HDHP coverage mid-month, your HSA eligibility starts on the 

first of the following month. Your HSA must be set up with a qualified 

custodian or trustee. Flexible Benefit Administrators, Inc.’s custodian is The 

Bancorp Bank. 

An HSA must be set up and the contributions must be made by your tax 

return due date for the year, not including extensions. For calendar year 

taxpayers, the deadline is April 15 (or the first day after April 15 that is not a 

Saturday, Sunday or legal holiday) following the year for which 

contributions are made. This deadline applies regardless of whether the 

contributions are made by you, your employer or both. 

How a Flexible Spending Account (FSA) and an HSA work together 

As long as the FSA is limited to dental, vision and/or preventive care 

expenses, you can have an FSA with the HSA. If you participate in an 

unlimited FSA through your employer or your spouse’s employer, you are 

not eligible for an HSA. 

Contributions 

You can start contributing to your HSA the first of the month following the 

date your HDHP coverage begins. You may contribute up to the IRS 

maximum as long as you open your HSA by December 1. If you do 

contribute the full year maximum, you must remain eligible for the HSA for 

12 months. If you become ineligible for the HSA, the contributions for the 

months you are not eligible will be taxed and a 10% penalty will apply. 

The maximum HSA contribution amounts for 2018/2019 are as follows: 

Single: $3,450/2018; $3,500/2019  

Family: $6,900/2018; $7,000/2019 

If you are 55 years of age or older during the calendar year, you may make 

an additional “catch-up” contribution. The amount of the catch-up 

contribution is $1,000 for 2019. Once you’re covered by Medicare, no 

additional contributions may be made. 
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You and your spouse can each have an HSA if you both have high 

deductible coverage. If you have family HDHP coverage, the maximum 

contribution is split equally unless you and your spouse agree on a different 

division. You can contribute to more than one HSA for yourself, but the total 

amount of all HSA contributions cannot exceed the annual limit. 

There are three ways to make contributions: 

 Direct contributions – you make contributions throughout the year on

a schedule that fits your budget. Your total contributions for the year

are taken as a deduction on your tax return. You do not need to

itemize to receive this deduction.

 Pre-tax salary reduction contributions through a cafeteria plan. Pre-tax

deductions are exempt from most state, FICA and FUTA taxes as well

as federal income tax. Not all states allow for the exclusion of HSA

contributions.

 Employer contributions – employer contributions are made directly to

your HSA by your employer. These contributions are excluded from

your federal income and employment taxes.

Eligible expenses 

Expenses can be reimbursed from your HSA if the expenses are for the 

diagnosis, cure, mitigation, treatment or prevention of disease and for 

treatments affecting any part or function of the body. The expenses must be 

primarily to alleviate or prevent a physical or mental defect or illness. 

Expenses solely for cosmetic reasons generally are not expenses for medical 

care. Also, expenses that are merely beneficial to your general health are not 

eligible.  
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The following are eligible expenses: 

Abdominal supports 

Acupuncture 

Air conditioner (relief of allergy/breathing 

problems) 

Alcoholism treatment 

Ambulance 

Anesthetist 

Artificial limbs 

Autoette (used for relief of sickness/disability) 

Blood tests 

Blood transfusions 

Braces 

Cardiographs 

Chiropractor 

Christian Science Practitioner 

Contact lenses 

Convalescent home (medical treatment only) 

Crutches 

Dental treatment 

Dental x-rays 

Dentures 

Dermatologist 

Diagnostic fees 

Diathermy 

Drug addiction therapy 

Drugs (prescription or over-the-counter) 

Elastic hosiery (prescription) 

Eyeglasses 

Fees paid to doctor prescribed health institute 

FICA and FUTA tax (paid for medical service) 

Fluoridation unit 

Guide dog 

Gum treatment 

Gynecologist 

Healing services 

Hearing aids and batteries 

Hospital bills 

Hydrotherapy 

Insulin treatments 

Lab test 

Lead paint removal 

Legal fees 

Lodging (away from home outpatient care) 

Metabolism tests 

Neurologist 

Nursing (including board and meals) 

Obstetrician 

Operating room costs 

Ophthalmologist 

Optician 

Optometrist 

Oral surgery 

Organ transplant (including doctor's expenses) 

Orthopedic shoes 

Orthopedist 

Osteopath 

Oxygen and oxygen equipment 

Pediatrician 

Physician 

Physiotherapist 

Podiatrist 

Postnatal treatments 

Practical nurse for medical services 

Prenatal care 

Prescription medicines 

Psychiatrist 

Psychoanalyst 

Psychologist 

Psychotherapy 

Radium therapy 

Registered nurse 

Special school costs for the handicapped 

Spinal fluid test 

Splints 

Sterilization 

Surgeon 

Telephone or TV equipment to assist the hard of 

hearing 

Therapy equipment 

Transportation expenses (relative to health care) 

Ultraviolet ray treatment 

Vaccines 

Vasectomy 

Vitamins (if prescribed) 

Wheelchair 

X-rays 
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See IRS publication 502, Medical and Dental Expenses, for a detailed list. A 

copy of the Publication can be found online at www.irs.gov. Select “More 

Forms and Publications,” then select “Tax publications.” 

You may also make tax-free withdrawals from the HSA to pay for insurance 

premiums for Medicare (except Medicare Supplement policies), long-term 

care coverage, health coverage while receiving unemployment benefits or 

health care continuation coverage required by federal law (known as 

COBRA coverage). You cannot request reimbursement for expenses 

incurred before successfully enrolling in an HSA. 

HSAs may reimburse long-term care insurance premiums limited to the 

adjustment amounts under section 213(d) (10), even when the HSA is 

offered through a cafeteria plan. 

Reimbursement/Withdrawal 
You can make a withdrawal at any time. Reimbursements for qualified 

medical expenses are distributed tax-free. If you are disabled or reach age 

65, you can receive non-medical distributions without penalty, but you must 

report the distribution as taxable income. You may also use your funds for a 

spouse or dependent not covered under your HDHP. 

Simply write a check on your Bancorp Bank HSA account or you may use 

your FBA Benefits Card to pay for qualified expenses. Funds will 

automatically be withdrawn from your cash account to cover debit card 

transactions.  

Taxes/Substantiation 

You don’t have to submit substantiation to receive your reimbursement. 

However, you need to keep receipts and documentation for each year’s 

federal tax return. You will need to complete IRS Form 8889 and attach it to 

your Form 1040. Each year, The Bancorp Bank will send you Form      

1099-SA (showing your distributions) and Form 5498-SA (showing your 

contributions). Form 1099-SA is sent by January 31 and Form 5498-SA is 

sent the end of May each year. 

Beneficiary designation 

You must designate a beneficiary when enrolling. You can change it at any 

time. If your spouse is your beneficiary, your HSA will be treated as their 

account after your death. If you choose someone other than your spouse as 

http://www.irs.gov/
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your beneficiary, the account stops being an HSA and the fair market value 

of the account becomes taxable to your beneficiary. If you don’t choose a 

designated beneficiary, the fair market value of your account will be added 

to your last income tax and estate tax return. 

Marriage/Family coverage changes 

If your HDHP coverage changes from single to family coverage, the 

contribution can be increased on a prospective basis. In the months where 

you’re covered under a family plan, you’re allowed to increase your 

contributions. 

If your HDHP coverage changes from family to single coverage, you will 

need to adjust the contribution on a prorated basis to ensure you do not 

contribute more than you are allowed. 

Divorce 

The transfer of your interest in your HSA to your spouse or former spouse, 

under a divorce or separation agreement is not a taxable transfer. Your 

recipient spouse or former spouse can continue to avoid taxation on the 

account as long as it’s maintained as an HSA. 

Non-qualified distributions 

Non-qualified distributions will add to your gross income. In addition, they 

are generally subject to an additional 10% penalty, unless the distribution is 

made after death, disability or attainment of age 65. 

Non-eligible contributions 

Contributions that are made to an HSA for an ineligible individual will not 

qualify for the tax benefits applicable to HSA contributions. The individual 

will not be eligible for a tax deduction for any contributions made while 

ineligible. In addition, the individual may also be subject to a 6% excise tax 

if the impermissible contributions and any attributable earnings are not 

removed from the HSA within the time allowed for corrections. 
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Contributing too much 

An excise tax of 6% for each tax year is imposed on you for excess 

contributions. If, however, the excess contributions for a tax year and the net 

income attributable to these excess contributions are withdrawn from the 

account and returned to you or your employer before the tax return deadline, 

including extensions, then the excise tax does not apply. The withdrawal of 

the excess contribution is not taxed. However, the earnings on the excess 

contribution are taxed. 

Rollovers/Transfers from an existing HSA 

You can easily transfer an existing HSA balance or rollover an Archer 

Medical Savings Account (MSA) balance. Simply complete the 

Transfer/Rollover Request Form we provide, along with your HSA 

application. We’ll take care of transferring the assets for you. To avoid 

taxation, a rollover must be completed within 60 days from the date of 

constructive receipt. You can only make one rollover every 12 months. 

Individual Retirement Account Rollovers 

Individuals may also perform a one-time rollover from their Individual 

Retirement Account (IRA) to their HSA. There is no deadline for this 

rollover and the rollover amount is included when determining the 

maximum annual election to the HSA. The IRA rollover amount us limited 

to the maximum annual contribution for your HSA. As with the FSA or 

HRA rollover, you must remain eligible for the HSA for a 12 month period 

beginning with the month in which the rollover is contributed to the HSA. If 

you become ineligible for the HSA by no longer being covered by the 

HDHP or having non-HDHP coverage, the entire amount of the rollover is 

taxed and is subject to a 10% penalty tax. To initiate the rollover from your 

IRA contact your IRA provider. 

For additional information and frequently asked questions about 

HSA’s, please visit: 

https://thebancorphsa.mybankingservices.com/managing-your-hsa/faq/ 

https://thebancorphsa.mybankingservices.com/managing-your-hsa/faq/
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Contact Information 

Post Office Drawer 8188 

Virginia Beach, VA 23450 

Toll Free: 800-437-3539 

Local: 757-340-4567 

Fax: 757-431-1155 

www.flex-admin.com 

The Bancorp Bank 

409 Silverside Road, Suite 105 

Wilmington, DE 19809 

Telephone: 866-271-9995 

Fax: 302-385-5099 

www.yourhsasolution.com 

Disclaimer 

The HSA information provided in this document is not intended as legal or 

tax advice. HSAs are authorized by federal legislation. State and/or federal 

laws could be passed in the future which may affect the tax benefits of an 

HSA. Tax benefits may also be affected by failure to comply with eligibility 

and distribution requirements. You should refer specific questions about 

federal and state tax ramifications, as they relate to your particular 

circumstances, to your tax advisor. 

http://www.flex-admin.com/
http://www.yourhsasolution.com/

