HSA Guide
Indications that a taxpayer has a Health Savings Account (HSA), include having any of the following documents:
1. W-2 with Code W in box 12
2. 5498-SA (which indicates that contributions were made to an HSA or MSA. Note: MSA or Medical
Savings Accounts are out-of-scope)
3. 1099-SA (distribution from an HSA or MSA)
If contributions were made to an HSA by either the taxpayer or their employer, Form 8889 Health Savings
Accounts (HSA) must be completed. If both the taxpayer and spouse each have an HSA, then Form 8889 must
be completed for each individual.
Example James and Diana Calhoun (from Publication 4942, 2019):
• James and Diana Calhoun want to file a joint tax return.
• Diana is enrolled in an HDHP with family coverage. She has an HSA through her employer. As part of her
benefit program, the employer contributed $1,000 to her HSA during the year. In addition, Diana made a
contribution of $2,000.
• James and Diana have no other health insurance.
• Diana received a distribution from her HSA of $1,900.
• James and Diana did not itemize last year and do not plan to itemize this year.
• Diana checked the unsure box on Part III, question covering other income on the intake and interview
sheet, since she is not sure she has to include the HSA distribution in her income.
• Medical bills for James:
o Over-the-counter medication (no prescription): $400
o Unreimbursed doctor bills: $300
o Unreimbursed expense for eyeglasses (needed for medical reasons): $425
o Unreimbursed prescription drugs: $657
• Medical bills for Diana:
o HDHP insurance premium: $1,500
o Unreimbursed doctor bills: $195
o Unreimbursed prescription drugs: $128
o Unreimbursed lab work (routine blood tests): $250

Contributions – Taxpayer & Employer
Form 5498-SA
The Form 5498-SA is not directly entered into ProSeries. If you do type this form number into “Where Do I
Enter”, you will get Form 8853 which is only for Archer MSA and Medicare Advantage MSA accounts, which are
both out-of-scope. However, you will be using this information to determine the taxpayer’s contributions to the
HSA and to complete the Form 8889.
o
o
o

Box 2 shows contributions that were made during the tax year.
Box 3 shows contributions made in the current year for the tax year.
Box 6 – Watch Out! Make sure that only the top box, “HSA” is checked. Anything else is Out-of-Scope.

Form W-2
Enter the information from a W-2 directly into the W-2 worksheet. Don’t forget to enter the Code W. When
Code W is selected, Form 8889 is automatically created in ProSeries and will show up on the left side on your
Forms bar.

On the Form 8889, in Part 1:
• On Line 2, enter the amount of taxpayer contributions to their HSA (do not include employer
contributions or any employee contributions made through pre-tax dollars, those should both be
included in the code W amount on the W-2 form and automatically carried over from the W-2 to Line 9)
• Check the box on Line 1 and in the Line 3 Smart Worksheet whether the taxpayer had a Self-Only or a
Family Insurance plan

In this example, $2000 (the taxpayer’s after-tax contribution to the HSA plan) should also show up on line 12 of
Schedule 1 of the 1040 as a deduction.
That is all that is necessary for HSA CONTRIBUTIONS.

Withdrawals (Gross Distribution)
For withdrawals from an HSA, taxpayer will receive a Form 1099-SA. The appropriate 1099SA worksheet should
be accessed by typing “SA” into Forms.
o
o

Box 1 shows gross distributions that were made during the tax year
Box 5 – Watch Out! Make sure that only the top box, “HSA” is checked. Anything else is Out-of-Scope.

In the appropriate 1099-SA worksheet in ProSeries, enter Gross Distribution and Distribution code, and mark
appropriate Box 3, whether all or part of the distributions were used for qualified medical expenses. You have
to review the taxpayer’s expenses carefully to determine which are qualified. In this example the over-thecounter medication is not a qualified expense because there is no prescription for it. Also, the HDHP premiums
are not a qualified expense. The other listed expenses are qualified medical expenses, and they total $1,955,
more than the amount of the distribution from the HSA account. The information from Form 1099-SA will
automatically flow into Part 2 of Form 8889.
Note: Medical expenses paid by HSA distributions cannot also be included as itemized deductions; however, the
Medical Worksheet automatically subtracts HSA distributions when determining allowable medical expenses.

