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What is a Health Savings Account?
A Health Savings Account (HSA) is a tax-exempt trust or custodial
account established exclusively for the purpose of paying qualified
medical expenses of you and your family.

Am | Eligible for a HSA?

* You are eligible to make or receive a HSA regular
contribution if, with respect to any month, you:

* Are covered under a high-deductible health plan (HDHP)
on the first day of such month;

e Are not covered under another type of health plan that is
not an HDHP (with certain exceptions for plans providing
certain limited types of coverage);

¢ Are not entitled to benefits under Medicare (generally,
have not attained age 65); and

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

What is an HDHP?
An HDHP is a plan with an annual deductible of at least $1,000
for individual coverage or $2,000 for family coverage. These
amounts are subject to cost-of-living adjustments (COLAs).

Are There Other Requirements for HDHP?
Yes. For HSA purposes, the HDHP must limit out-of-pocket
expenses. For 2004, the maximum our-of-pocket expenses, which
include money applied to your deductible and your coinsurance
for covered charges, must be no more than $5,000 for individual
coverage and no more than $10,000 for family coverage. These
amounts are subject to COLAs.

How is a HSA Established?
A HSA is established by you in much the same way that you
establish and IRA-with a qualified trustee or custodian.

Who Can Contribute to My HSA?
If you meet the eligibility requirements for a HSA, you, your
employer, and your family members may contribute to your HSA.
This is true whether you are self-employed or unemployed.

How Much Can | Contribute to My HSA?
The maximum annual contribution amount is generally the lesser
of 100 percent of the annual deductible under the HDHP or a
specified amount (subject to COLAs). For 2004, the specified
amount is $2,600 for individual coverage and $5,150 for family
coverage.

Additionally, a “catch-up”
contribution is available for

Tax Year Catch-up Amount

eligible individuals who 0 $500
have attained age 55 by 2005 $600
the end of their taxable 2006 $700
year but have not attained 2007 $800
age 65 The charf fh(]f 2008 $900
foIIo.v.vs shows these 2000 $1.000
additional amounts.

What are the Federal Tax Benefits of a HSA?
Contributions to a HSA are fully deductible, the earnings grow
tax deferred, and distributions for qualified medical expenses
are tax free. Consult with your tax or legal professional for
guidance.

Member FDIC

How Do | Claim the Federal Tax Deduction
for My HSA Contribution?

Contributions made by you, and by family members on your
behalf, which do not exceed the maximum annual contribution
amount, are deductible by you when determining your adjusted
gross income for your federal income tax return. You cannot
deduct employer contributions, and these contributions will not
count as wages for federal income tax purposes.

When is the Contribution Deadline for
Funding a HSA?

Regular and catch-up HSA contributions can be made at any

time for a taxable year up to and including your federal income
tax return due date, excluding extensions,for that taxable year.
The due date for most taxpayers is April 15.

How are HSA Distributions Taxed?

Distributions from your HSA used exclusively to pay for qualified
medical expenses of you, your spouse, or your dependents are
excludable from gross income. Any other distributions are
includable in your gross income and are subject to an additional
10 percent tax on the amount includable, except in the case of
distributions made after your death, your disability, or your
attainment of age 65. HSA distributions that are not rolled over
will be taxed as income in the year distributed, unless they are
used for qualified medical expenses. HSA custodians/trustees
are not required to determine whether HSA distributions are
used for qualified medical expenses.

The qualified medical expenses must be incurred only after the
HSA has been established. However, for calendar year 2004,
a HSA established by you on or before April 15, 2005, may
pay or reimburse on a tax-free basis an otherwise qualified
medical expense if that expense was incurred on or after the
later of: (1) January 1, 2004, or (2) the first day of the month
that you became eligible for a HSA.

What Happens to My HSA in the Event
of My Death?

Spouse Beneficiary
If your spouse is the beneficiary of your HSA, the HSA becomes
his/her HSA.

Nonspouse Beneficiary

If your beneficiary is not your spouse, the HSA ceases to be a
HSA as of the date of your death and will be included in the
beneficiary’s gross income for the year of death.

This brochure is effective for tax-year 2004 and thereafter. This brochure is
infended to provide general information concerning federal tax laws governing
HSAs. It is not intended to provide legal advice or to be a detailed explanation
of the rules or how such rules may apply to your individual circumstances. For
specific information, you are encouraged to consult your tax or legal professional.
The IRS’s web site, www.irs.gov, may also provide helpful information.
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>>> Detach this portion and save for reference. <<<

HEALTH SAVINGS ACCOUNT
APPLICATION

Please print or type: (Custodian’s name, address and phone number above)

HSA OWNER INFORMATION
Name
Address
Social Security Number (SSN)
Daytime Phone Number

CONTRIBUTION INFORMATION

B. Contribution Type: (Select one)
[ Regular

HSA Account Number

Date of Birth
E-mail (optional)

Gender: [JMale [JFemale

A. General Contribution Information

Account Number [ Catch-Up (ages 55 through 64)

Amount § [ Rollover from a Health Savings Account [JTransfer from a Health Savings Account
Contribution Date [] Rollover from an Archer Medical [ Transfer from an Archer Medical Savings Account
Tax Year Savings Account

CONTRIBUTOR INFORMATION

Contributor Relationship to HSA Owner: (Select one)

DESIGNATION OF BENEFICIARY

At the time of my death, the primary beneficiaries named below will receive my HSA assets. If all of my primary beneficiaries die before me, the
contingent beneficiaries named below will receive my HSA assets. In the event a beneficiary dies before me, such beneficiary’s share will be
reallocated on a pro-rata basis to the other beneficiaries that share the deceased beneficiary’s classification as a primary or contingent beneficiary.
If all of the beneficiaries die before mme, my HSA assets will be paid to my estate. If no percentages are assigned to beneficiaries, the beneficiaries
will share equally. If the percentage total for each beneficiary classification does not equal 100 percent, any remaining percentage will be divided
equhollyH%rxong the beneficiaries within such class. This designation revokes and supercedes all earlier beneficiary designations which may apply
to this .

A. Primary Beneficiary
Percentage

%

%

%
Total 100%

[ HSA Owner  [[] HSA Owner’s Employer ~ [] HSA Owner’s Family Member

Beneficiary
Date of Birth

Relationship
to HSA Owner

SSN or Taxpayer

Name of Beneficiary Identification Number

Beneficiary
Date of Birth

SSN or Taxpayer
Identification Number

Relationship
to HSA Owner

B. Secondary Beneficiary
Percentage

%

%

%
Total 100%

SPOUSAL CONSENT

I Am Married. | understand that if | designate a primary beneficiary other than my spouse, my spouse must consent by
signing below.

Name of Beneficiary

(HSA Owner Initials)

I Am Not Married. | understand that if | marry in the future, | must complete a new Designation of Beneficiary form,
(HSA Owner Initials) ~ which includes the spousal consent documentation.
| am the spouse of the HSA owner. Because of the significant consequences associated with giving up my interest in the HSA, the custodian has
not provided me with legal or tax advice, but has advised me to seek tax or legal advice. | ucknowlecE;e f{mf | have received a fair and reasonable
disclosure of the HSA owner’s assets or property, including any financial obligations for a community property state. In the event | have a legal
interest in the HSA assets, | hereby give to the HSA owner such interest in the assets held in this HSA and consent to the beneficiary designation
set forth in Section 4 of this form.

X X

Date Signature of Witness (if required)

Signature of Spouse Date

SIGNATURES

If this HSA is being established with a regular contribution, | certify that | am covered by a qualified high deductible health plan (HDHP), and that
| am not covered %y a health plan other than an HDHP that provides any of the same éenefifs as an HDHP. If this HSA is being established with a
rollover or transfer contribution, | certify that the rollover or transfer assets are from another HSA or Archer Medical Savings Account (MSA). | certify
that the information provided by me on this Application is accurate, and that | have received a copy of the Application, Health Savings Custodial
Account, and Disclosure Statement. | agree to be bound by the terms and conditions found in the Application, Health Savings Custodial Account,
Disclosure Statement, and amendments thereto. | assume sole responsibility for all consequences relating to my actions concerning this HSA. |
understand that | may revoke this HSA on or before seven (7) days after the date of establishment. | have not received any tax or legal advice
from the custodian, and | will seek the advice of my own tax or legal professional to ensure my compliance with related laws. | release and agree
to hold the HSA custodian harmless against any and all claims or losses arising from my actions.

X X

Signature of HSA Owner Date Signature of Custodian

Date

09/04



