
Health Savings Account (HSA)  

For Eligible Active Employees Enrolled in the CDHP 

Health Savings Accounts (HSA) are similar to Individual Retirement Accounts (IRAs), but for health care. 

However, unlike an IRA, HSA distributions are tax-exempt when used to pay qualifying health care 

expenses. The HSA is an interest bearing account and investment options are available for account balances 

in excess of $2,000. Employees who wish to contribute to their HSA may do so through pre-tax payroll 

deductions. Employees who wish to contribute to their HSA may do so through pre-tax payroll deductions. 

Election amounts may be modified at any time throughout the year.  

 Employee contributions are excluded from gross income, lowering total taxable income. 

 The account balance remains with the employee at termination, retirement, declination of coverage, 

change of coverage to an HMO, and in the event of death may generally be passed to a beneficiary(ies). 

 Interest and investment earnings are tax free and amounts used for qualifying health care expenses are 

also tax free.  Note: HSA funds withdrawn for purposes other than qualified health care expenses may 

be taxable and subject to a 20% excise penalty. 

 Employees 55 years or older by December 31st of the current tax year may contribute $1,000 in excess 

of the regular IRS calendar year limit. 

 HSA must be established as individual accounts; IRS does not allow joint accounts. However, HSAs 

may be used to pay for qualifying health care expenses for other members of the tax-family, whether or 

not they are covered on an employee’s health plan. 

 No administrative fees for eligible employees. 

 Investment options for account balances in excess of $2,000.  

 

You must meet certain eligibility requirements to establish and/or contribute to an HSA.  

 You must be an active employee enrolled in the CDHP 

 You cannot have secondary coverage unless your secondary coverage is also a high deductible health 

plan 

 You cannot be claimed on another person’s tax return (excludes joint returns) 

 Your spouse (if applicable) cannot have a Medical FSA or HRA that can be used to pay for your out-of-

pocket medical expenses 

 You cannot be enrolled in Medicare or COBRA 

 If you do not qualify for an HSA at initial enrollment or on the first day of the Plan Year (July 1), you 

cannot  change from an HRA to an HSA mid-year.  

 If you are enrolled in Medicare, you cannot establish or contribute to an HSA. If you have Medicare, 

please submit a copy of your Medicare card to the PEBP office.  



 If you do not qualify for an HSA at initial enrollment or on the first day of the Plan Year (July 1), you 

cannot  change from an HRA to an HSA mid-year.  

 If you are enrolled in Medicare, you cannot establish or contribute to an HSA. If you have Medicare, 

please submit a copy of your Medicare card to the PEBP office.  

 

IMPORTANT 

Section 326 of the USA PATRIOT Act requires financial institutions to verify the identity of each employee 

who opens a Health Savings Account (HSA). If an employee’s identity cannot be verified, the employee will 

be required to provide additional documentation to establish their identity. If additional verification is not 

provided within 14 days of the employee’s health coverage effective date, the HSA will not be opened. 

Failure to comply with the identity verification requirement within the stated timeframe will result in the 

conversion from an HSA to a Health Reimbursement Arrangement (HRA) for the remainder of the plan year. 

The next opportunity to establish an HSA will be during the open enrollment period for the subsequent plan 

year. 


