Beginning in 2004, two new health saving accounts are available, the Health Savings Account (HSA) and Archer Medical Savings Account (Archer MSA).
HSA

The HSA can be especilly beneficial to those who must furnish their own insurance, especially self-employed persons since both the health insurance premiums and contributions to the HSA are fully deductible.
HSA BENEFITS
An HSA (often referred to as a health IRA) is a tax-exempt trust that you can set up with a qualified HSA trustee to pay or reimburse certain medical expenses you incur. The qualified HSA trustee is usually a bank or insurance company.

The benefits of an HSA are:

· You can take an “above-the-line” tax deduction for contributions you, or someone other than your employer, make to the HSA.

· Any earnings from an HSA are tax exempt, and you may invest your contributions in whatever is allowable by the trustee, i.e., savings, bonds, stocks, etc.
· Distributions are tax free if used exclusively for qualified medical expenses. (Note: if used for other purposes, the distribution will be subject to income tax and subject to an additional 10% penalty unless you are disabled, reach age 65, or die).
· The contributions remain in your account from year to year until you use them; i.e., they are not subject to the “use-it-or-lose-it” rule.
· An HSA is “portable” so it stays with you even if you change employers or leave the workforce.

HSA QUALIFICATIONS
To qualify for an HSA, you must have a high deductible health plan, not be covered by another health plan (including Medicare), and cannot be claimed as a dependent on another person’s tax return.

QUALIFIED MEDICAL EXPENSES
Qualified medical expenses are those that would normally qualify for the medical and dental expense deductions. Examples include amounts paid for doctors’/dentists’ fees, prescription and non-prescription medicines, and necessary hospital services not paid by insurance. Many preventive care expenses could also qualify, such as immunizations, annual physicals, tobacco cessation programs, obesity weight-loss programs, and vision and hearing disorders.
Whereas the HSA insurance premiums do not qualify as a qualified expense, premiums for long-term care coverage and health care coverage while you receive unemployment benefits would qualify.
MAXIMUM ANNUAL CONTRIBUTION

You can contribute up to the amount of your annual deductible, but not more than $2,650 if self-only coverage;  $5,250 if family coverage. If 55 or older, you may contribute an additional $600, with this amount increasing to $700 in 2006. You have until April 15 of the following year to make the previous year’s contribution.

HSA ROLLOVER

The rollover rules for an HSA are the same as those for an IRA.
KENTUCKY TAX TREATMENT

Although the HSA contribution is deductible on the federal tax return, it is not deductible on Kentucky’s tax return.
ARCHER MSA
AN Archer MSA is very similar to an HSA, but would be of most benefit to an employee of a small employer (50 or fewer employees).  In other words, an Archer MSA would only be available to the employee if the employer had an HSA plan and offered the Archer MSA plan to its employees.
ARCHER MAXIMUM ANNUAL CONTRIBUTION
You (or your employer) can contribute up to 75% of the annual deductible but you cannot contribute more than you earned for the year from the employer through whom you have the plan.
