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DefinitySM HealthSavingsAccount
Providing the benefits, strategies, resources and financial incentives to
drive consumer-minded thinking into everyday health care decisions.

The DefinitySM Health Savings Account (HSA) from UnitedHealthcare empowers
individuals to make the right decisions about their health and their health
care financial planning by integrating core medical benefits, comprehensive
information and tools, health advocacy and financial incentives.

Challenging times require smart solutions. And who better than
UnitedHealthcare to help your employees and their dependents get more
involved in health care decisions that can improve their health and 
well-being along with your bottom line. We are the health and well-being
company known for years as a leader in introducing consumer-focused
innovation. And we put all of that knowledge, experience and resources to
work when we introduced Definity HSA, a consumer-driven solution that
continues to deliver proven results.
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* “Definity HSA”, as used in this document, refers generally to the Definity HSA product, which includes a high deductible health plan (“HDHP”). At times throughout this document, “Definity HSA” may
refer only and specifically to the Definity Health Savings Account, and not to the associated HDHP.

The Definity HSA product, including a high
deductible health plan (“HDHP”)*, is another leap
forward in delivering a total solution for consumer-
driven health plans. By placing the dollars for
health care expenditures directly in the employees’
control, their spending awareness is elevated and
they have a strong incentive to become better
consumers. The added benefits of tax-advantaged
savings and long-term growth opportunities bring
a higher degree of ownership and personal
management of these health care dollars.

But the Definity HSA is not simply a financial tool. 
It combines the information and support that are
essential to guiding your employees in making
well-informed decisions and helping them choose
carefully. When you examine your choices for an
HSA, make sure your employees are getting what
they need to be successful with this new health
care experience. The right combination of support,
service, tools, and information is essential to
making the plan work for you and for them. And
that’s why the Definity HSA is so valuable to you
and your employees.

The Definity HSA helps employers achieve
immediate savings with flexible benefit designs,
coupled with a tax-advantaged health savings
account and UnitedHealthcare’s extensive network
discounts. And because the financial support
institution is a UnitedHealth Group affiliate, you
enjoy the seamless integration and the cost
efficiencies that all too often are not found when
multiple parties are involved in helping you
manage your plan.

The Definity HSA delivers the security of health
benefits with tax advantages and long-term
savings opportunities similar to a 401(k), easy
access to funds through a personal bank account,
and so much more: The Definity HSA provides
information and support for your employees
across the entire continuum of care. Whether
striving to stay healthy, seeking help to get healthy
or dealing with a long-term condition, the Definity
HSA delivers the comprehensive suite of tools and
innovative programs to make that all possible.The
Definity HSA puts your employees in control of
their health and well-being with access to quality
health care, the right balance of decision support
tools and financial incentives designed to change
consumer behavior.

The Partner You Choose Does Make a Difference

Introducing The Definity Health Savings Account (HSA) from UnitedHealthcare
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The Benefits of Definity HSA

The Definity HSA from UnitedHealthcare is all about choice – choice so that employers can provide
customized medical benefits and a Health Savings Account that best fits their organization’s needs. 
The many features offered by Definity HSA also support the many choices employees have in selecting 
the health care options that are right for them:

• Cost Effective Health and Wellness Services
Our high deductible medical plan provides
coverage to help your employees stay healthy.
Whether they need preventive, health or
wellness services, the Definity HSA delivers
access to significant cost savings offered by
UnitedHealthcare’s nationwide network of
440,000 physicians and 3,900 hospitals. With
some of the industry’s best discounts for
covered services, employers can realize
substantial cost savings and employees increase
buying power. Our UnitedHealth PremiumSM

Designation Program aids consumers in choosing
physicians and facilities that have shown a
commitment to evidence-based best practices.

• A Health Value Program
A unique additional advantage of the Definity
HSA offering, we help make account dollars go
further by providing discounts for services not
covered under the medical benefit plan (Lasik
eye surgery, infertility services, to name a few).
Employees have easy access to care without
paying retail prices traditionally associated with
non-covered expenses.

• Extensive Information and Decision Support
We provide the information and support
employees need to better understand their
benefit plans and exercise the right choices
when it comes to accessing care and financing
their health expenses. This information is offered
in varied formats to support individual learning
styles during open enrollment and beyond. In
addition to 24/7 access to Personal Health Care
Advisors, individuals have access to the many
tools of myuhc.com – including health, wellness
and account information; a treatment cost

estimator; a hospital comparison tool, an online
nurse chat and other resources designed to
assist them in managing personal health
decisions and spending. During open enrollment,
our Plan Comparison Calculator can help them
decide which benefit option is right for them.

• Quality Outreach, Advocacy and Wellness
Programs
Nurses are available to answer questions 24
hours a day. Our online health assessment
identifies individuals who are at risk for certain
medical conditions. When indicated, health
coaches assist them in further assessing,
protecting or attempting to restore their health.
Enhanced disease management, UnitedHealth
Wellness, Care CoordinationSM, predictive
modeling and other programs, included with the
Definity HSA, identify individuals who need help
managing particular medical conditions and
provide the required support.

• Financial Incentives
Coverage available for preventive care for
children and adults provides assurance to
potential enrollees that critical well care is
covered. Our high deductible medical benefits
and the employee-owned Definity HSA provide
incentives for thoughtful use of health care
resources. The Definity HSA contributions can
deliver tax savings and provide protection
against out-of-pocket health expenses. 
The employee accounts also can grow over 
time through contributions and interest earned,
to become an effective vehicle for funding 
retiree expenses.
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WhyChoose Definity HSA?

The Definity HSA offers the greatest incentive for tax-deferred contributions 
and tax-free growth compared to other tax-advantaged accounts (Definity
HRA, Definity FSA for employers with 100-149 employees). Employers,
employees and/or others can contribute to an Definity HSA. Contributions,
interest earnings and withdrawals for qualified medical expenses are all 
tax-advantaged.

Because the Definity HSA belongs to the employee and is portable, it has the
look and feel of a retirement account. Funds belong to the employee as soon
as they are deposited and are portable from one employer to the next or
used during retirement. Alternatively, for those who need the money today,
Definity HSA can represent a lower cost plan option with easy access to
contributions to help pay for current medical expenses.

The funding flexibility, tax advantages and long-term benefits of Definity
HSA can make a consumer-driven approach very attractive to employees.
The accounts promote a sense of ownership and control, encouraging them
to become better consumers, more cost-conscious and selective in how they
spend their health care dollars. These characteristics encourage employees
to better understand their health care spending and take a long-term
approach to managing expenses.

A Closer Look at the
Definity HSA Features
Consumer engagement is a new
approach that drives rational
decisions and action through
education, communication, support
and financial incentives. The
Definity HSA from UnitedHealthcare
has powerful features that can help 
your employees become better
health care consumers:

• Flexible medical benefit plan designs
and preventive care coverage

• Tax-advantaged health savings
accounts

• Deep discounts on covered and
non-covered health expenses

• Industry-leading Web-based
information and resources,
including:
- Evidence-based treatment guidance
- Customized health and wellness

information
- Treatment cost estimator
- Hospital comparison tool
- Plan Comparison Calculator guides 

employees in choosing the right plan

• Focused Personal Health Care
Advisor programs that proactively
identify health risks and provide
individual health advice and
coaching support
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How Definity HSA Stacks Up against Other Tax-Advantaged Accounts

Compare the features of Definity HSA to other tax-savings account options. It is the simple, smart
contemporary choice, combining all of the strength, innovation and buying power of UnitedHealthcare
with a whole new level of individual control.

The Definity HSA delivers the value of other tax-advantaged accounts, but with added features and
flexibility. Once you’ve weighed the options, consider Definity HSA. It may be your best choice for
controlling health care costs by driving employee participation, satisfaction and results.

The Definity HSA from UnitedHealthcare – providing the benefits, strategies,
resources and financial incentives to drive consumer-minded thinking into
everyday health care decisions.

Who owns the account? Employee Employer Employer

Can unused funds carry Yes  Yes, if the employer chooses   No
over from year to year?

Is the account portable Yes  Yes, but this is not typical No
between employers?

Does interest accrue Yes   Not typically No
in the account?

Are employee contributions Yes, within IRS guidelines Employees are not Same as HSA
tax-advantaged? permitted to contribute

Are employee contributions Yes, for income and N/A Same as HSA
tax-advantaged employment tax purposes
to the employer?

Are there additional Yes. Employees between No No
provisions for older age 55 and 65 may be 
workers? eligible for additional,  

limited contributions

What are the  Generally, the lesser of (i) the Determined by the Determined by the
contribution limitations? annual HDHP deductible and employer employer

(ii)$5,250 for family coverage,
$2,650 for individuals.
(subject to annual increases
determined by IRS)

Can funds be used for Yes, subject to tax and No No
non-medical expenses? 10% penalty (Penalty 

waived after age 65 or in 
certain circumstances)

Can COBRA premiums Yes, distributions to pay Yes No
be reimbursed from premiums for COBRA are 
the account? tax-free

Is the use of a debit or Yes Yes, restrictions may apply Yes, restrictions may apply
stored value card allowed?

Can it be integrated Only in very limited A health care FSA can be A health care FSA can be
with other accounts? circumstances integrated with an HRA integrated with an HRA

Definity Health 
Savings Account 
(HSA)

Definity Health 
Reimbursement Account 
(HRA)  100-149 Employees

Definity Flexible 
Spending Account 
(FSA)  100-149 Employees
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Frequently Asked Questions about HSAs

What is a Health Savings Account (HSA)?

A Health Savings Account (HSA) is a tax-advantaged
account participants can use to pay for qualified health
expenses they incur while covered under a high
deductible medical plan. While HSA dollars may also be
used to pay for non-qualified health expenses, such use
will be subject to taxation plus a penalty. HSA dollars,
contributed by the employer, employee or others
accumulate over time with interest or investment
earnings, are tax-advantaged, are portable after
employment.

When were Health Savings Accounts approved?

HSAs were developed as part of the Medicare legislation
and signed into law late 2003. They have been offered
since January 1, 2004.

How do Health Savings Accounts differ from other
tax-advantaged accounts?

HSAs have certain features that are more favorable for
participants than Health Reimbursement Arrangements
(HRAs) or Flexible Spending Accounts (FSAs). The
participant is immediately vested in the account, meaning
the money belongs to the participant. The participant
can’t lose it if it isn’t spent during a plan year, as is the
case with an FSA. The unused balance accumulates over
time and earns interest so the participant can save for
future expenses. Although HRA funds can accumulate
from one year to the next, they cannot transfer to another
employer if the employee changes jobs, as is the case
with an HSA. Generally, HSA funds can be easily
accessed at any time with the HSA debit card. The card
can generally be used to withdraw funds from any ATM
in the CIRRUS network or used to pay for products and
services where MasterCard® is accepted. The HSA
balance can accumulate quickly, within IRS guidelines,
because HSAs have different funding options than other
tax-advantaged accounts. The participant, the employer
or a qualified family member can contribute to the account. 

How are funds in the employee’s HSA typically
utilized throughout the plan year?

At the beginning of each plan year, the employee will
need to satisfy an annual deductible. Initially, the
employee’s HSA can be used to pay this deductible. 
Once the deductible has been met, the insurance portion
of the medical plan takes over. HSA funds can then be
used to pay for coinsurance or other qualified expenses
not covered by the medical plan. At the end of the
calendar year, unused funds remain in the employee’s
account for use in the next plan year.

Can a Health Reimbursement Arrangement or
Flexible Spending Account also be offered along
with a Health Savings Account?

There are limited opportunities to offer HSAs in
conjunction with these other tax-advantaged accounts.
Perhaps the most likely will be an FSA that is limited to
certain types of permitted expenses such as dental, and
vision. Additionally, the IRS guidance allows use of HRAs
for retirement or other future purposes (though access to
the account must be suspended during HSA participation).

Who is eligible to participate in a Health Savings
Account?

An eligible individual:

• Is an individual covered by a high-deductible 
health plan

• Is not covered by any other medical plan that is not a
high-deductible (e.g., on an enrolled spouse’s plan,
except for vision or dental coverage), including FSAs

• Is not enrolled in benefits under Medicare

• May not be claimed as a dependent on another
person’s tax return
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What are the advantages to a participant enrolled
in a Health Savings Account?

HSAs offer the benefit of tax-advantaged savings and
reduced taxable income, which can appeal to a number
of different income-level workers. Individuals can set
aside income that is tax-advantaged and are able to build
an asset that they can use in their retirement years;
and/or can reduce the cost of coverage.

What should employers consider when offering a
Health Savings Account?

Employers should carefully weigh all consumer plan
options and choose one (or more) to best fit their needs.
HSAs give individuals the opportunity to plan for future
health expenses. They provide options to support retiree
benefit strategies and/or the needs of employers interested
in portability of coverage. The tax advantages of the
accounts are valuable to both employer and employee.

Employers should carefully consider the following
about HSAs:

• The individual immediately owns the money
contributed to the account; there is no vesting

• The HSA funds are portable upon termination of
employment

• Employers do not control how the money is used

• Qualified health expenses include all services listed
under IRS Section 213(d) (except for premiums paid
for health coverage), the same section governing 
FSA coverage

• Employees can choose to use their funds for non-
qualified health expenses; however, the funds are
subject to tax plus a penalty, except following
disability, Medicare eligibility or death.

What are the requirements for the high-deductible
medical plan?

According to current 2005 statutory guidelines, for single
coverage, the plan must have an annual deductible of at
least $1,000, and an annual, in-network out-of-pocket
maximum of no more than $5,100. For family coverage,
the annual deductible must be at least $2,000 and the
annual, in-network out-of-pocket maximum can be no
more than $10,200. The IRS could adjust these amounts
for inflation in future years.

Are preventive care services covered under a 
high deductible health plan?

Most  plan designs offer preventive care services which
are covered pre-deductible under the high deductible
health plan because there is a special exception in the
law that allows a high deductible health plan to provide
coverage for preventive care services whether or not the
deductible has been satisfied.

What is considered preventive care?

Well-woman exams, well-child exams, well-man exams,
immunizations for children and any diagnostic tests such
as cancer screening tests performed in relation to those exams
that are completed in the office or an outpatient setting.

Can the medical plan be network-based?

Yes, as long as the plan has a deductible tied to network-
based services. For example, a plan with both in-network
and out-of-network coverage would qualify, as long as
there is a deductible tied to in-network services, and that
deductible meets the $1,000 threshold for single, or $2,000
for family coverage. For 2005, a separate, out-of-network
deductible can be applied to out-of-network services and
could be greater, but not less, than the limits noted here.

Who can contribute to a Health Savings Account?

Eligible individuals or employers can contribute to a
Health Savings Account. Others may also contribute, as
long as they meet IRS guidelines; however, that account
must be established by an individual and funded
according to IRS rules. 

When an employer contributes to the Health Savings
Account, the funded amount is excluded from the
employee’s gross income. As a result, contributions are
not subject to withholding from wages for income tax,
FICA tax, Federal Unemployment Tax or the Railroad
Retirement Tax. Additionally, contributions may not be
subject to some State and Local taxes. Contributions to
an employee’s Health Savings Account through a cafeteria
plan are treated as employer contributions. The employee
cannot deduct employer contributions as medical
expense deductions under IRS Code Section 213.
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What are the tax rules of a Health Savings Account?

A Health Savings Account is generally deferred from tax,
and its use is exempt from tax if used for qualified
expenses. Earnings on amounts in a Health Savings
Account may not be taxable, depending upon whether
such earnings are used for qualified medical expenses.

When can contributions be made to the Health
Savings Account?

Contributions can be made on the first day of the month
that a participant is enrolled in a high-deductible medical
plan and/or anytime up until the individual files taxes for
that year.

How much can be contributed to the Health
Savings Account in 2005?

Employers, employees and/or qualified family members
can contribute tax-deductible funds each year up to the
amount of the high-deductible health plan policy’s annual
deductible; however, this amount cannot exceed $2,650
for individuals and $5,250 for families. For 2005, if the full
amount has not been funded in the calendar year,
additional contributions can be deposited through the
April 15th tax deadline. The IRS could increase the
contribution limits in future years to adjust for inflation.

Is there an exception to these contribution
maximums?

Yes, individuals between the ages of 55 up to Medicare
entitlement age can contribute an additional monthly
“catch-up contribution.” This catch-up contribution limit
is $600 for the 2005 plan year. It will increase by $100
each year until it reaches a cap of $1,000 in 2009.

Do Health Savings Accounts earn interest?

Yes, in addition to the savings associated with pre-tax
contributions, the funds are deposited in interest-bearing
or investment-earning accounts. Plan participants are
100 percent vested in both the employee and employer
contributions in their accounts.

How do participants access funds from a Health
Savings Account?

A participant can use checks, a Health Savings Account
MasterCard® Debit Card, or automated debits (ACH
transfers) to withdraw funds from the HSA. 

What happens if the contribution amount exceeds
the maximum amount allowed in a given tax year?

The amounts that exceed the maximum contribution
(“excess contribution”) are not eligible for deduction
from the employee’s gross income. Also, an excise tax of
6% on the excess amount is imposed on the account
beneficiary for each taxable year. Certain exceptions
apply to the excise tax, e.g., if funds are pulled out before
the tax filing deadline for that year.

A participant may recover an excess contribution made
to their Health Savings Account to avoid the 6% excise
tax. This is done by taking a distribution from the Health
Savings Account in an amount equal to the excess
contribution, and associated interest, before the day that
the income tax return for that year is due. (Note that an
excess distribution that is withdrawn before the deadline
is neither includable in income nor subject to the 10%
addition to tax. It is also not subject to the 6% excise tax.
Interest income that is distributed must be included in
income for the year that the distribution is taken, however.)

Are rollover contributions to Health Savings
Accounts permitted?

Yes, rollover amounts from Archer Medical Savings
Accounts (MSAs) and other Health Savings Accounts are
permitted. However, rollovers from an IRA or a Health
Reimbursement Account (Arrangement), or from a
Flexible Spending Account to a Health Savings Account,
are not permitted.

How are distributions from a Health Savings
Account taxed?

Distributions from the Health Savings Account are not
taxed if they are used exclusively to pay for qualified
health expenses for the account beneficiary, covered
spouse or covered dependents.

Any amount not used for qualified health expenses for
individuals noted above is subject to income tax and a
10% additional tax. This 10% additional tax does not
occur if the distributions are made after the account
beneficiary’s death, disability or Medicare eligibility date.

Frequently Asked Questions about HSAs



The information set forth herein is not intended as legal advice.
You should consult your legal and tax advisers in choosing benefit options that best suit your needs.
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Does the employer or the health plan need to verify
that distributions from the Health Savings Account
are for qualified services?

No. The participant needs to make that determination and
should maintain records of their medical expenses to
verify the expenses are for qualified services and
therefore excludable from their gross income. This self-
substantiation guideline is used for MSAs and will apply
to HSAs. The IRS may request receipts during a tax audit.
Employers and plan administrator are not responsible or
liable for misuse (i.e., use for non-qualified medical
expenses) of HSA dollars by plan participants.

What forms does the employer need to file for their
contributions to the Health Savings Account?

Employer contributions to a Health Savings Account must
be reported on the employee’s W-2 form. In addition,
participants will be required to complete a new form 8889.
Finally, trustees will be required to report contributions
and distributions from the HSA. 

Are the funds in a Health Savings Account portable?

Yes. The participant can take all of the funds in their
Health Savings Account with them when he/she leaves
his/her employer. They are not forfeited after termination
of employment.

Does the use-it-or-lose-it rule apply to a Health
Savings Account?

No. Any unused amounts in the Health Savings Account
will be carried over to the next plan year and can be used
at any time.

Can the participant use his/her HSA for services
that were obtained prior to his/her enrollment in
the HSA?

No. The expenses must be incurred only after the
participant is enrolled in the HSA to be eligible for tax-
free reimbursement (assuming that they are qualified
medical expenses and the HSA account is established). 

Does the participant have to put the funds in
another Health Savings Account when he/she 
takes an HSA distribution?

Participants must transfer funds to another eligible
account within 60 days to avoid paying taxes on the
amount distributed.

What is Exante Bank and what role does it play in
Health Savings Accounts?

Exante Bank is a Utah state-chartered financial institution
created and owned by UnitedHealth Group. As a result,
all accounts maintained there are FDIC-insured, providing
peace of mind for consumers. The bank will be the holder
of employees’ HSA funds and will service the accounts.

Can HSA funds be used for health care premiums?

An HSA can generally not be used to pay for health
coverage premiums if the HSA participant is under age 65.
However, an HSA may be used to pay for certain health
coverage premiums (COBRA, long-term care and
coverage while receiving unemployment compensation).
In addition, when the individual becomes Medicare
eligible, an HSA may be used to pay for health coverage
premiums (except for Medigap premiums).
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