UMEB ‘ Healthcare Services

Top Questions about

Health Savings Accounts

These are answers to some of the most commonly asked questions about health savings

accounts (HSAS).

General questions

Q1: WHAT IS A HEALTH SAVINGS
ACCOUNT (HSA)?

An HSA helps you set aside money for current and future
health care expenses that aren’t covered by your medical
plan. You can make contributions to your HSA, up to

IRS limits. For 2020, the maximum contribution amount
from all sources—your contributions, your employer’s
contributions and any other sources—is $3,550 for
individual coverage and $7,100 for family coverage. For
2021 the maximum contribution amount will be $3,600
for individual coverage and $7,200 for family coverage.

Q2: WHAT TYPES OF MEDICAL PLANS
ARE COMPATIBLE WITH AN HSA?

To contribute to an HSA, you must be enrolled in a high-
deductible health plan (HDHP). An HDHP is a health
plan that meets two requirements as specified by the
U.S. Treasury Department. First, it must have an annual
deductible that meets the minimum deductible amount,
which is published annually. Second, the annual out-of-
pocket expenses—such as deductibles, copayments and
other expenses paid for by the participant—associated

with the HDHP may not exceed the specified out-of-pocket

maximums. Premiums (the amount you pay each month
for coverage) do not count as out-of-pocket expenses.

Q3: HOW DO HSA’'S WORK?

You choose how much you’d like to save in your HSA
each year and contributions are automatically made
from your paycheck to your account. See Question 8
for additional contribution methods. You can choose
to pay for current eligible medical expenses with your
HSA. Or you can choose to pay for current expenses
out of your pocket and save the money in your HSA
to pay for future medical expenses. How you use your
account and when you use it are entirely up to you.

Q4: IS MY MONEY SAFE IN AN HSA?

Yes. Your HSA deposit account balance is FDIC insured.
Once you have $1,000 saved in the HSA, you have the
opportunity to open a UMB HSA Saver® investment
portfolio to have the option to make investments in
securities that carry various levels of risk and reward,
similar to investment in a retirement savings plan.

INVESTMENTS IN SECURITIES THROUGH UMB HSA SAVER® ARE:
NOT FDIC-INSURED - MAY LOSE VALUE - NO BANK GUARANTEE

Q5: WHY SHOULD | CONSIDER ENROLLING
IN THE HDHP WITH AN HSA?

If one or more of the following are true for you, you may want
to consider making a change to a HDHP with an HSA:

* You are paying for insurance you’re not using.

* You want an option to save for current
and future medical expenses.

* You want to save on monthly premiums and take more
control over how you use your health care benefits.

* You anticipate major health expenses such that you would
reach the out-of-pocket maximum associated with the a HDHP.

Eligibility and opening
an account
Q6: WHO CAN OPEN AN ACCOUNT?

If you are enrolled in a high-deductible health plan,
you are eligible to open an HSA as long as you:

« Are not covered by any other health plan that is not a high-
deductible health plan (for example, a spouse’s plan),

* Are not enrolled in Medicare benefits, and

* May not be claimed as a dependent on another person’s
tax return.



Account contributions

Q7: HOW MUCH CAN | CONTRIBUTE?

You can choose how much to contribute to your HSA, up

to IRS limits that are set each year. For 2020, the maximum
contribution amount from all sources—your contributions, your
employer’s contributions and any other sources—is $3,550
for employee-only coverage and $7,100 for family coverage.
For 2021 the maximum contribution amount will be $3,600
for individual coverage and $7,200 for family coverage.

Q8: HOW DO | CONTRIBUTE TO THE ACCOUNT?

The Welcome Kit you will receive from UMB once you
open your account outlines the different ways you can
contribute to your account. The simplest way is through
pretax payroll contributions, but you may also write a
check or transfer money from your bank account to
make a lump sum contribution to your HSA. If the money
comes from your bank account instead of through payroll
contributions, you may deduct the amount you contribute
on your taxes2 since those contributions would be made
with after-tax money. Your family members or others

can also contribute to the account on your behalf.

Q9: ’'M NEARING RETIREMENT. CAN |
MAKE CATCH-UP CONTRIBUTIONS LIKE |
DO TO MY RETIREMENT SAVINGS PLAN?

People age 55 and older can make a catch-up
contribution each year that is over and above the
allowable limit for the individual year. The catch-up
contribution is $1,000. You are able to make catch-
up contributions until you become Medicare active.

Using your HSA

Q10: WHAT CAN | SPEND MY
HSA BALANCE ON?

You can use your balance to pay for qualified medical
expenses for you or your covered dependents (shown
in IRS Publication 502). Some examples include:

* Your deductible

¢ Dental treatments, exams or cleaning costs

¢ Prescription and over-the-counter drug costs

* Vision expenses such as contact lenses or glasses

¢ Chiropractic or acupuncture fees

* Crutches

* Eye surgery

They don’t include insurance premiums other than
premiums for long-term care insurance, premiums
on a health plan during any period of continuation
coverage required by federal law (for example,

“COBRA” coverage) or premiums for healthcare coverage
while you receive unemployment compensation.
You can find a full list of qualified expenses at www.irs.gov.

Q11: HOW DO | PAY FOR MEDICAL EXPENSES?

You’ll receive a UMB Visa® debit card that you can use to pay
for qualified expenses not covered by the high-deductible
health plan. Simply swipe the card, or access your card using
your digital wallet (includes: Apple Pay, Samsung Pay, Garmin
Pay and FitBit Pay) at the pharmacy or for other health-related
services and the associated cost will be debited from your
HSA balance. Or use your card to pay doctor’s visit bills once
the claim has been submitted to your insurance carrier so that
you will receive the negotiated rates for services. Save your
receipts, since you may need them if the IRS requests that you
show proof of how you used your tax-free money. Use UMB’s
ReceiptVault to store and organize receipts online for qualified
healthcare expenses. If you cannot use your debit card, you will
pay for the expense out of your own pocket, then reimburse
yourself from your HSA. If you don’t have enough money

in your account to pay for the entire amount of an expense
(for example, if you just opened the account or the company
hasn’t made its full contribution yet), you can pay for a portion
of that expense with your account and cover the rest with
personal funds. Once the HSA funds build and are available

in the account, you can reimburse yourself from the HSA.

Q12: HOW DOES MY HSA TRACK
WITH MY DEDUCTIBLE?

You may use your HSA to pay for qualified expenses including
your deductible. Or you can let the HSA build up for future
expenses. The choice is yours. The HSA is not a method to
determine if you’ve met your deductible; that information is
available on your medical plan provider’s website or on any
explanation of benefits (EOBs) that you receive from your plan.

Q13: IF | OPEN AN HSA, CAN | ALSO ENROLL IN
A HEALTH CARE FLEXIBLE SPENDING ACCOUNT?

No, you cannot enroll in both. If you are married, you may

not have coverage under your spouse’s flexible spending
account (FSA). You can only have a “limited purpose” FSA.
Eligible expenses with a limited purpose FSA include most
unreimbursed dental, vision and/or hearing care expenses
(including expenses for your dependents), and out-of-pocket
medical expenses you paid after you met your plan deductible.

Q14: WHAT ARE THE TAX IMPLICATIONS
FOR PARTICIPATING IN AN HSA?

The money you save in your HSA is tax free. The money you
contribute isn’t taxed, nor is the money taxed as your balance
grows. As long as you use the money to pay for qualified
expenses, you won’t pay taxes when you withdraw it either.

Note: States can choose to follow the federal tax-treatment
guidelines for HSAs or establish their own; some states tax
HSA contributions. If you have questions about your tax
implications, consult your tax advisor. Withdrawals for non-
qualified medical expenses are subject to income taxes
and a possible 20% penalty, if you're under age 65



Q15: | HAVE AN HSA ALREADY SET UP
THROUGH MY FORMER EMPLOYER. CAN
| CONTRIBUTE TO THAT HSA INSTEAD
WITH PAYROLL CONTRIBUTIONS?

No. However, you may transfer the balance from that
HSA into your UMB HSA and continue to make pretax
contributions. First, open your UMB HSA. Then decide how
you’d like to transfer the funds. You have two options:

1. A direct transfer of all of the balance
from one trustee to a UMB HSA

2. A distribution of funds to the employee, who may then
roll over all or part of the HSA balance into a UMB HSA

Q16: IF | DON’T USE MY BALANCE BY THE
END OF THE YEAR, WILL | LOSE IT?

No, the money in your account rolls over from year to
year, so you won’t lose unused money each year like
you would with a flexible spending account (FSA).
Best of all, your HSA balance is yours to keep even

if you change health plans or changing jobs.

Questions? More details?
Visit us online at hsa.umb.com or call 866.520.4HSA (4472).

This material is provided for informational purposes only and all opinions represent UMB Healthcare Service’s judgment as of the date this material was published
and is subject to change at any time without notice. You should not use this material as a substitute for your own judgment, and you might want to consult
professional advisors before making any tax, legal, financial planning or investment decisions. This material contains no investment recommendations and you
should not interpret this material as investment, tax, legal or financial planning advice.

"UMB Investment Management selects mutual funds in various asset classes for inclusion in the UMB HSA Saver Investment Program. UMB Custody Services
provides safekeeping and settlement of the mutual fund investments in the UMB HSA Saver Investment Program. UMB Investment Management and UMB
Custody Services are departments of UMB Bank, n.a. UMB Bank, n.a. is a wholly owned subsidiary of UMB Financial Corporation.

2 All mention of taxes is made in reference to federal tax law. States can choose to follow the federal tax-treatment guidelines for HSAs or establish their own;
some states tax HSA contributions. Please check with your state’s tax laws to determine the tax treatment of HSA contributions, or consult your tax adviser.
Withdrawals for non-qualified medical expenses are subject to income taxes and a possible 20%

penalty, if you’re under age 65.
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