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Here are some tips to help you determine if the 
hospital indemnity insurance you offer your employees 
is compatible with their HSA plan, according to  
IRS requirements.1

In order for the plan to be HSA compatible, each of  
its benefits must pass the following tests. Each benefit 
must pay:

›	 A fixed amount.2

›	 On a per-period basis.3

›	 On the basis of a hospitalization. Generally speaking, 
that means the hospital indemnity plan pays benefits 
when the employee is hospitalized. In one ruling, the 
IRS determined that a benefit that pays for hospital 
confinement qualifies.

With high-deductible health plans, employees can be exposed to higher out-of-pocket 
expenses. So, employers often look for ways to help ease financial pressure by offering  
additional benefits like health savings accounts (HSAs) and voluntary benefit options like 
hospital indemnity insurance. But when combining these benefits, it’s important to make  
sure they work together – not against one another. 

If a hospital indemnity insurance plan is not  
HSA compatible, it can jeopardize the pre-tax 
status of an HSA.

Employees with access to HSA 
plans should be encouraged to 
speak with their tax advisors about 
any questions they may have.

To learn more about Cigna’s hospital 
indemnity plans, contact your Cigna  
sales representative or broker today.  
Cigna.com/group-voluntary

1. �As noted under section 223 of the IRS code. 
2. �Fixed flat amount, as opposed to “up to” benefit designs. 
3. �Per day, per week, per month.
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