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THIS DOCUMENT MAY ONLY BE USED WITH A SOUTWEST SECURITIES 
ACOUNT. 

 
HOW TO GET STARTED TO ESTABLISH A SOUTHWEST SECURITIES 

HEALTH SAVINGS ACCOUNT (HSA) 
• Complete and sign the Health Savings Account Application.1 All beneficiary 

information including Social Security numbers should be completed. 
• Submit the completed Health Savings Account Application 1 to your Account 

Executive 
• Enclose a check made payable to Southwest Securities for the initial Account 

contribution, if applicable.  Your check should reference which tax year the 
contribution should be credited. 

 
1)     CUSTODIAL FEES FOR STANDARD ASSETS 

• Initial Set Up or Acceptance Fee   No Charge 
• Annual Maintenance Fee    No Charge 
• Spousal Annual Maintenance Fee   No Charge 
• Non-Medical Reimbursement Distribution Fee  No Charge 
• Transfer or Termination Fee         $25.00 
 
The Custodial Fee Schedule For Standard Assets will apply to any Southwest 
Securities IRA Account which is invested in widely held or publicly traded securities, 
such as Stocks, Bonds, Mutual Funds and/or Fixed income instruments. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Form 5305-C                                    Health Savings Custodial Account 
(August 2004)     (Under Section 223(a) of the Internal Revenue Code) 
Department of the Treasury 
Internal Revenue Service 
 

Article I 
1.01  The custodian w ill accept addi tional cash contributions for the tax  year made 

by the accoun t ow ner or on behal f o f the a ccount ow ner (by  an emplo yer, 
family member or any  other person ). No contributions w ill be accep ted by the 
custodian for any account owner that exceeds the maximum amount for family 
coverage plus the catch-up contribution.  

1.02  Contributions for any tax year may be made at any time before the deadline for 
filing the accoun t ow ner’s federal income tax return for tha t y ear (w ithout 
extensions). 

1.03  Rollover contribu tions from an  HS A or an Archer Me dical Savings A ccount 
(Archer MSA)  (unl ess prohi bited und er th is agreemen t) need n ot be i n cash 
and are not subject to the maximum annual contribution limit set forth in Article 
II. 

 
Article II 

2.01 For calendar year 2004, the maximum annual contribution limit for an account 
owner with single coverage is the lesser of the amount of the deductible under 
the HDHP but  not more t han $2,650. For c alendar year 2004,  the max imum 
annual contribution limit for an account owner with family coverage is the lesser 
of the amount of the dedu ctible un der t he HDHP bu t n ot more  t han $5 ,250. 
These limits are subject to cost-of-living adjustments after 2004. Eligibi lity and 
contribution limits are determined on a month-to-month basis. 

2.02  Contributions to A rcher MSA s or  other HSAs coun t tow ard the ma ximum 
annual contribution limit to this HSA. 

2.03  For calendar year 2004, an additional $500 catch-up contribution may be made 
for an  accou nt owner w ho is a t lea st age  55 or  older  and not enroll ed i n 
Medicare. The catch-up contribution increases to $600 in 2005, $700 in 2006, 
$800 in 2007, $900 in 2008, and $1,000 in 2009 and later years. 

2.04  Contributions in excess of the maximum annual contribution limit are subject to 
an excise tax. However, the catch-up contributions are not subject to an excise 
tax. 

 
Article III 

3.01 It is the responsibility of the acc ount owner to determine whether contributions 
to this HSA have exceeded the maximum annual contribution limit described in 
Article II. If contributions to this HSA e xceed the maximum annual contribution 
limit, the  accoun t owner shall no tify the custodian that there ex ist ex cess 
contributions to the HSA. It is the responsibility of the account owner to request 
the w ithdrawal of the ex cess contribution and a ny net income a ttributable to  
such excess contribution. 

 
Article IV 

4.01 The account owner’s in terest i n t he balance i n thi s custodial a ccount i s no 
forfeitable. 

 
Article V 

5.01  No part of the custodial funds in this account may be invested in li fe insurance 
contracts or in collectibles as defined in section 408(m). 

5.02  The assets of th is account may not be commingled with other property except 
in a common trust fund or common investment fund. 

5.03  Neither the a ccount ow ner nor the custodian w ill engage in any  prohibi ted 
transaction w ith re spect to thi s acco unt (su ch a s borro wing or pledging the 
account or e ngaging in any  other prohibi ted transaction as defined in se ction 
4975). 

 
Article VI 

6.01  Distributions o f fun ds fr om thi s HSA may be made upon the dire ction of the 
account owner. 

6.02  Distributions from  this HSA that a re used  ex clusively to pay  or re imburse 
qualified medi cal expenses of the account ow ner, hi s or her spou se, or  
dependents are tax -free. However, distributions that are not used for qualified 
medical expenses are included in the account owner’s gross income and are 
subject to an addi tional 10 per cent tax on that amoun t. The addi tional 1 0 
percent tax does not apply if the distribution is made a fter the account owner’s 
death, disability, or reaching age 65. 

6.03  The custodian i s not required to det ermine whether the distribu tion is for the  
payment or reimbu rsement of quali fied medical ex penses. Only  the accou nt 
owner is responsi ble for sub stantiating that the distrib ution is for qualifi ed 
medical ex penses and must mainta in record s suffi cient to show , if require d,  
that the distribution is tax-free. 

 
Article VII 

7.01 If the account owner dies before the entire interest in the account is distributed, 
the entire account will be disposed of as follows: 

7.02  If the bene ficiary is the a ccount owner’s spouse, the H SA w ill become th e 
spouse’s HSA as of the date of death. 

7.03  If the beneficiary is not the a ccount owner’s spouse, the HSA w ill cease to be 
an HSA as of the date of death. If the beneficiary is the account owner’s estate, 
the fair market value of the account as of the date of death is taxable on the 
account owner’s fi nal retu rn. For oth er bene ficiaries, the fair ma rket value of 
the account is taxable to that person in the tax year that includes such date. 
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Article VIII 

8.01  The account owner agrees to provide the custodian with information necessary 
for the custodian to prepare any report or return required by the IRS. 

8.02  The custodian agrees to prepare and submit any report or return as prescribed 
by the IRS. 

 
Article IX 

9.01 Notwithstanding an y other article that may be added or incorpor ated i n th is 
agreement, th e pr ovisions of Ar ticles I through V III a nd thi s sen tence are 
controlling. Any  ad ditional ar ticle in this ag reement that is inconsistent w ith 
section 223 or IRS published guidance will be void. 

 
Article X 

10.01 This agr eement w ill be ame nded from time to  time to comply  with the 
provisions of the Code or IRS pub lished guidance. Other amendments may be 
made w ith th e consent o f the per sons w hose si gnatures appear  on  the 
Adoption Agreement. 

 
Article XI-Trust Provisions 

11.01 Applicable Law: This Custodial Agreement shall be governed by the law s of 
the state where the Trust resides. 

11.02 Annual A ccounting: The Custodia n shall, a t least annually , prov ide the 
Account Beneficia ry or Designated Beneficiary (in the case o f death ) w ith an 
accounting o f such Accoun t Be neficiary's accoun t. Su ch accoun ting shall be 
deemed to be acce pted by the Account Beneficiary, if the  Account Beneficiary 
or Desig nated Ben eficiary does n ot o bject in  w riting w ithin 60 days after the 
mailing of such accounting statement. 

11.03 Amendment:  The Accou nt Bene ficiary (or the Designa ted Benefi ciary if the 
Account Beneficiary has died) irrev ocably delegates to the Custodian the ri ght 
and power to ame nd this Custodial Agreement. Except as hereafter provided, 
the Custodian w ill give the Acco unt Beneficiary 30 day s prior written notice of 
any amendment.  In  case  of a n amendment, i ncluding a re troactive 
amendment, requir ed by  la w, the Cu stodian w ill prov ide w ritten notice to the 
Account Beneficiary of the ame ndment within 30 days after the amendmen t is 
made, or  if later, b y the time that no tice o f the amendment i s required to  be 
given under regulation s or other guid ance prov ided by  the IRS. The A ccount 
Beneficiary (or Designated Beneficiary, if applicable) shall be deemed to have 
consented to any  such amen dment unl ess the A ccount Bene ficiary (or 
Designated Beneficiary) notifies the Custodian to the contrary within 30 day s 
after notice to the Account Beneficiary and requests a distribution or transfer of 
the balance in the account. 

11.04 Resignations and Removal of Custodian: 
(a) The Custodian may resign at any  time by giving at least 30 day s written 

notice to the Account Beneficiary.  The Custodian may resign and appoint 
a su ccessor custo dian or  cu stodian to serve under this agr eement or  
under another governing instrument selected by the successor custodian 
or custodian by giving the  Account Beneficiary written notice at lea st 30 
days prior to  the  effective date o f such re signation an d appoin tment, 
which notice shall also include a copy of such other governing instrument, 
if appli cable, and the related di sclosure statement.  The Account 
Beneficiary shall then have 30 days from the date of such notice to either 
request a complete distribu tion o f th e accoun t balan ce or desig nate a 
different successor custodia n or custodian.  If the Account Beneficiary 
does no t requ est distribution o f the  account or de signate a di fferent 
successor within such 30 days, the Account Beneficiary shall be deemed 
to hav e consented  to the appointme nt of the successor custodian or  
custodian and the terms o f any  ne w governing instrume nt, and nei ther 
the Account Beneficiary nor the su ccessor sha ll be req uired to ex ecute 
any written document to complete  th e tran sfer o f th e account to the 
successor custodian or custodian.  The successor custodian or custodian 
may rel y on any  information, in cluding bene ficiary designation s, 
previously provided by the Account Beneficiary. The Custodian may, in its 
sole discretion, resign as Custodian o f this HSA in accor dance with the 
first sentence o f this parag raph 7. 04(a), and in li eu of appoin ting a  
successor custodian or custodian , distribute the assets of the account to 
the Account Beneficiary (or to th e Designated Beneficiary if the Accoun t 
Beneficiary has died).  The Custodian shall not be responsible for any tax 
consequences applicable to such distribution. 

(b) The Accoun t Bene ficiary ma y at any time remov e the Custodian and  
replace the Custo dian w ith a succe ssor cu stodian or custodian of th e 
Account Bene ficiary's choi ce by  giv ing 30 day s w ritten noti ce to the 
Custodian.  In such event, the Custodian shall then deliver the asse ts of 
the accoun t a s di rected by the Account Bene ficiary.  Ho wever, the  
Custodian may retain a portion o f the assets of the HSA as a reserve for 
payment of an y anticipated remaining fees and expenses, and shall pay  
over an y remainder of thi s reserve to the su ccessor cu stodian or 
custodian upon satisfaction of such fees and expenses. 

11.05 Custodian's Fees and Expenses: 
(a) The Accoun t Bene ficiary agrees to  pay the Custodian any and all fees 

specified in the Custod ian's current publ ished fe e schedule for 
establishing and maintaining this HSA, including any fees for distributions 
from, transfers from, and terminations o f this HSA.  Th e Custodian may  
change its fee schedule at any time by giving the Account Beneficiary 30 
days prior written notice. 

(b) The Account Beneficiary agrees to  p ay an y e xpenses incurred by the 
Custodian in the performance of its duties in connection with the account.  
Such expenses in clude, b ut a re no t limited to, admini strative expenses, 

such as legal and accounting fees, and any taxes of any kind whatsoever 
that may be levied or assessed with respect to such account. 

 
 
 
(c) All such  fees, taxes, and other administrative ex penses char ged to the 

account shall be collected either from the a ssets in the account or from 
any contributions to or distrib utions from such account i f not paid  by the 
Account Beneficiary, but t he Account Beneficiary shall be responsible for 
any deficiency. 

(d) In the event that for any reason the Custodian is no t certain as to w ho is 
entitled to r eceive all or  par t o f the Custodial  Funds, the Cu stodian 
reserves the right to withhold any payment from the Custodial account, to 
request a court ruling to determine the disposition of the Custodial assets, 
and to charge th e Custodial a ccount for any  e xpenses in curred in  
obtaining such legal determination. 

11.06 Withdrawal Requests: All requests for withdrawal shall be in writing on a form 
provided by the Custodian. Such written notice must also contain the reason for 
the withdrawal and the method of distribution being requested. The Custodian, 
in its sole discretion, may permit payments from this HSA to be made directly to 
the health service provider as permitted on the form provided by the Custodian.  
However, an y such pay ments made  to  any  person o ther than  the  Acco unt 
Beneficiary (or Designa ted Ben eficiary, if applicable) shall be reported in  
accordance w ith IRS instru ctions to  the Account B eneficiary or Design ated 
Beneficiary, a s ap propriate.  The Cu stodian al so, in  its sole  di scretion, m ay 
develop other a dministrative processes to effectuate payments from this HSA, 
including but not limited to, check writing privileges or debit cards. 

11.07 Responsibilities:  The A ccount Ben eficiary agr ees th at all  in formation a nd 
instructions given to the Custodian by the Account Beneficiary is complete and 
accurate and that the Custodian shall not be responsible for any incomplete or 
inaccurate info rmation prov ided by the Accoun t Be neficiary or Acco unt 
Beneficiary's Desig nated Ben eficiary(ies). The Accoun t Beneficiary agrees to  
be respon sible fo r all tax conseque nces arising from contribu tions to and 
distributions from this Custodial account and acknowledges that no tax  advice 
has been prov ided by the Custodia n.  The Account Beneficiary also agrees to 
be responsible fo r determining his o r her eligibili ty to par ticipate i n thi s HSA, 
including the am ount and de ductibility of HSA co ntributions to o r for  
distributions from the HSA for Feder al and/or state income tax purposes. The 
Account Beneficiary also agrees to b e responsible for d etermining whether or 
not the he alth plan meets the require ments of a High Deductible Health Pl an 
and whether any payments from the HSA are used for medical expenses. 

11.08 Designated Beneficiary: Except as may be otherw ise required by State law , 
in the ev ent of the Acc ount B eneficiary's death, th e bal ance in the a ccount 
shall be pai d to the bene ficiary or b eneficiaries d esignated by  the  A ccount 
Beneficiary on a b eneficiary designation form acceptable to and filed w ith the 
Custodian.  The A ccount Bene ficiary may change the  Account Bene ficiary's 
beneficiary or benefici aries at any  time by filing a new  beneficiary designation 
with the Custodian .  If no ben eficiary designation i s in effect, i f none of the 
named bene ficiaries survive the Accoun t Ben eficiary, or i f the Custodi an 
cannot loca te any  of the named be neficiaries after re asonable search, any 
balance in the a ccount w ill be pay able to  the  Account Benefi ciary's Spouse, 
and if the Spou se has prede ceased the Account Bene ficiary or the Accou nt 
Beneficiary has n o Spou se, the benefit w ill be payable to  the  Acco unt 
Beneficiary's estate. If the Account Beneficiary’s Designated Beneficiary is hi s 
or her spouse, th e spou se may  elect to  trea t this HSA as the spou se’s own 
HSA. 

 
Article XII-Self-Directed HSA Provisions 

12.01 Investment of Co ntributions:  A t the direction of the Account Beneficiary (or 
the dir ection of th e desi gnated ben eficiary upon the  Account Bene ficiary’s  
death), the Custodian shall invest all contributions to the account and earnings 
thereon in inv estments a cceptable to the Custodia n, w hich ma y include 
marketable securities traded on a re cognized exchange or "over the counter" 
(excluding any  se curities i ssued by  the  Custodian) , covered call  optio ns, 
certificates of deposit, and other investments to which the Custodian consents, 
in such amoun ts as are spe cifically selected and spe cified by the Acco unt 
Beneficiary in orders to the Custodian in such form a s may be accep table to  
the Custodian, without any duty to diversify and without regard to whether such 
property is authorized by the laws of any jurisdiction as a trust investment.  The 
Custodian shall b e respon sible for the ex ecution of such orders and for 
maintaining adeq uate reco rds thereof.  Ho wever, if any such order s are not 
received as re quired, or , i f re ceived, are unclear in  the opi nion o f the 
Custodian, all o r a portion of th e contribution may be hel d uninvested without 
liability for loss o f income or appre ciation, and w ithout liabili ty for interest 
pending re ceipt o f su ch orde rs or clarification, or the contribution may  be 
returned.  The Cu stodian may, but need not, establish programs under which 
cash depo sits in excess of a mini mum set by  it w ill be periodically  a nd 
automatically inv ested in  intere st-bearing inv estment funds.  The Cu stodian 
shall have no duty  other than to follow the written investment directions of the 
Account Beneficiary, and shall be u nder no duty to que stion sa id instructions 
and shall not be li able for any investment lo sses sustained by  the Account 
Beneficiary. 

12.02 Registration:  All assets of the account shall be registered in the name o f the 
Custodian or  of a suitable nomin ee.  The same  nomin ee may  be used with 
respect to a ssets of oth er inv estors whether or not hel d under agreemen ts 
similar to thi s one  or in any  capacit y whatsoever.  How ever, each Acco unt 
Beneficiary's acco unt sh all be sep arate and di stinct; a separa te a ccount 
therefore shall be maintained by the Custodian, and the assets thereof shall be 
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held by the Custodian in individual or bulk segregation either in the Custodian's 
vaults or in depositories approved by the Securities and Exchange Commission 
under the Securities Exchange Act of 1934. 

12.03 Investment A dvisor:  The Accou nt Beneficiary ma y a ppoint an Inv estment 
Advisor, quali fied under Se ction 3( 38) of the  Employ ee Retiremen t Income 
Security Act of 19 74 (ERIS A), to  dir ect th e inv estment of h is HSA.  Th e 
Account Bene ficiary shall noti fy the Custodian in  writing of any  such  
appointment by providing the Custodi an a copy of the instr uments appointing 
the Investment Advisor and evidencing the Investment Advisor's acceptance of 
such appoin tment, an acknowledgment by  the Investment Adv isor tha t it i s a 
fiduciary of the  account, and a certificate evidencing the Inv estment Advisor's 
current registration under the Investment Advisor's Act of 1940.  The Custodian 
shall comply  with any in vestment directions furnished to it by  the Inv estment 
Advisor, unless a nd until it re ceives written noti fication from the Acco unt 
Beneficiary that th e Inv estment Adv isor's appoin tment has been te rminated.  
The Custod ian shall have no duty  other t han to follow the written investment 
directions of such Investment Advisor and shall be under no du ty to que stion 
said in structions, and the  Custodian  s hall not be liabl e for a ny in vestment 
losses sustained by the Account Beneficiary. 

12.04 No Investment Advice:  The Custodian does not assume any responsibility for 
rendering advice with re spect to  the investment and  reinvestment o f Account 
Beneficiary's a ccount an d shall not b e liable  fo r any  loss w hich results from 
Account Beneficiary's exercise of control over his account.  The Custodian and 
Account Beneficiary may specifically agree in w riting that the Cu stodian shall 
render such adv ice, bu t the Account Beneficiary shall  still hav e and ex ercise 
exclusive respon sibility for control o ver the inv estment of th e a ssets o f his 
account, and the Custodian shall not have any duty to question his investment 
directives. 

12.05 Prohibited T ransactions:  Notwithstanding anything con tained herein to th e 
contrary, the Cu stodian shall not lend any part of the cor pus or income of the  
account to; pay  any compensa tion for personal se rvices ren dered to the 
account to ; make any part of  its services available on a  preferential basis to; 
acquire for the account any property, other than cash, from; or sell any property 
to, any Account Beneficiary, any member of a Account Beneficiary's family, or a 
corporation contro lled by  any  Accou nt Be neficiary thro ugh th e ow nership, 
directly or indirectly , of 50 per cent or more of the total combined voting power 
of all classes of stock entitled to vote, or of 50 percent or more of the total value 
of shares of all classes of stock of such corporation. 

12.06 Unrelated Busine ss Income Tax :  If the A ccount Beneficiary directs 
investment o f the accoun t in any  in vestment w hich resul ts in un related 
business tax able income , it shall be the re sponsibility of the Accou nt 
Beneficiary to so adv ise the Custodia n and to prov ide t he Custodian w ith all  
information necessary to prepare and file any required returns or reports for the 
account.  A s the Custodian  may  deem ne cessary, and a t the Account 
Beneficiary's ex pense, the Cu stodian may request a taxpayer identifi cation 
number for the account, file any returns, reports, and applications for extension, 
and pay an y taxes or estima ted taxes owed with respect to the accou nt.  The 
Custodian may retain suitable accountants, attorneys, or other agents to assist 
it in performing such responsibilities. 

12.07 Disclosures and Voting: The Custodian shall deliver, or cause to be executed 
and deliv ered, to  Acco unt Be neficiary all notices, pr ospectuses, financial 
statements, proxies and proxy soliciting materials relating to assets credited to 
the a ccount.  The Custodian shall no t v ote any  share s of stock or  take  a ny 
other action, pursuant to su ch documents, with respect to such assets except 
upon recei pt by  the Custodia n of ad equate written in structions from Acco unt 
Beneficiary. 

12.08 Miscellaneous Expenses:  In addition to those expenses set out in Article VII, 
section 7 .05 o f th is plan , the A ccount Bene ficiary agrees to pay  any  and all 
expenses incurred by the Custodi an in connection with the investment of the 
account, including expenses of prepa ration and filing any returns and rep orts 
with regard to unrelated business income, including taxes and estimated taxes, 
as w ell as any  tra nsfer tax es in curred in con nection w ith th e inv estment or 
reinvestment of the assets of the account. 

12.09 Non-bank Custo dian Pr ovision: If the Custodian i s a non-bank Custodia n, 
the Account Beneficiary shall substitute another trustee or custodian in place of 
the Custodian upo n receipt o f noti ce from the Commissioner of the In ternal 
Revenue Service or his delegate that such substitution is required because the 
Custodian has failed to comply with the requirements o f Income T ax 
Regulations Section 1.408-2(e), or is not keeping such records, making such 
returns, or rende ring su ch statements a s are required by  applicable la w, 
regulations, or other ruling s. The  su ccessor trustee or  cu stodian shall b e a  
bank, insured credit union, or other pe rson satisfactory to the S ecretary of the 
Treasury pursuant to Section 408(a )(2) of the Code . Upon receip t by  t he 
Custodian o f w ritten ac ceptance b y its su ccessor of such su ccessor's 
appointment, Custodian sh all transfe r and pay  ov er to su ch succe ssor the 
assets of the account (less amounts retained pursuant to Article VIII, Se ction 
8.04 of the Trust Agreement) and  all re cords (or copies thereo f) of the 
Custodian pertaining thereto, prov ided that the successor trustee or cu stodian 
agrees not to dispose of any such records without the Custodian's consent. 

 
Article XIII-Glossary of Terms 

13.01 Account Beneficiary: The indiv idual on w hose behalf the HSA is establi shed 
and who meets the definition of an Eligible Individual. 

13.02 A doption Agreement:  The form furnished by the Custodian used to establish 
the HSA.  The Adoption Agreemen t is deemed to be a part of this Custodi al 
Agreement. 

13.03 Archer MSA or Medical Savings Account (MSA): A medical savings account 
described in Section 220 IRC.  

13.04 Dependents: Dependents include any individuals who receive over half of their 
support for the calendar year from the taxpayer as defined in Section 152 IRC. 

13.05 Designated Beneficiary: The term “designated beneficiary” means the person 
or per sons named  by  the Accoun t B eneficiary as ben eficiary of the a ccount 
upon the death of the Account Beneficiary. 

13.06 Employer: The Employ er includes the Acc ount Benefi ciary’s employ er, the 
employer of the A ccount B eneficiary’s spouse, a self-employed indi vidual, or 
the spouse of a self-employed individual. All employers which are member s of 
a controlled group  under Section 41 4 are con sidered a single employ er for  
purposes of these rules. 

13.07 Eligible In dividual: The term “eligibl e indiv idual” means w ith respe ct to a ny 
month, any individual who: 
(a) Is covered under a high dedu ctible health plan (HDHP) a s of the first  day 

of such month; 
(b) Is not also covered under any ot her health plan t hat is not a HDHP while 

being covered by the high deductible health plan;  
(c) Is not entitled to benefits under Medicare; and 
(d) Cannot be claimed as a dependent on another person’s income tax return. 
 
The rule tha t req uires that the e ligible indiv idual not be  cov ered under any 

other health plan does not include: 
(a) Coverage for any benefit provided by “permitted insurance”; and 
(b) Coverage ( whether throu gh in surance or  othe rwise) for a ccidents, 

disability, dental care, vision care, or long-term care. 
13.08 Flexible Spendi ng Account ( FSA): A flex ible spendi ng plan described  in 

Section 125 IRC. 
13.09 Health Sav ings A ccount (HS A): A health  sav ings account describ ed in 

Section 223 IRC. 
13.10 High Deductible Health Plan (HDHP) :  Gen erally, an HDHP is  a healt h plan 

that satisfies certain requirements with respect to deductibles and out-of-pocket 
expenses.  In the case of self-only coverage, the High Deductible Health Plan's 
annual dedu ctible canno t be le ss than $1, 000. In th e ca se of any other 
coverage (family coverage), the annual deductible cannot be less than $2,000. 

 The sum of the annual deductible and the other annual out-of-pocket expenses 
required to be pai d under the plan (other than for pr emiums) for covered 
benefits may not exceed $5,000 for self- only coverage, and $10,000 fo r family 
coverage.  In the case of family coverage, a plan is an HDHP only if, under the 
terms of the plan and without regard to which family member or members incur 
expenses, no amounts are payable from the HDHP until the family has incurred 
annual covered medical expenses in excess of the minimum annual deductible.  
A plan does not fail to be an HDHP me rely because  it does not hav e a 
deductible (or has a small ded uctible) for certain preventive care.  Ex cept for 
certain preventive care, a plan may n ot provide benefits for any  year until the  
deductible for that year is met. 

 A High Deductible Health Plan shall not include a plan where substantially all of 
the coverage is for  accidents, disability, dental care , vision care, or long- term 
care. Also a high deductible health plan shall not fail to be treated as an HDHP 
merely because the indiv idual has co verage for an y benefit prov ided b y 
“permitted in surance”.  Permitted i nsurance i s in surance unde r w hich 
substantially all of the cov erage prov ided relate s to liabi lities incurred unde r 
workers’ compen sation law s, to rt lia bilities, lia bilities re lating to ow nership or 
use of property (e.g., automobile insurance), insurance for a specified disease 
or illness, and insu rance that pays a fixed amount per day (or other period) of 
hospitalization.  

13.11 IRC: Refers to the Internal Revenue Code, as amended. 
13.12 Medical Care:  Me dical Care includes amounts pa id for the types of medical 

care described in Section 213(d) IRC. 
13.13 Permitted In surance:  Permitte d Insu rance s hall i nclude the ty pes of 

insurance described in Section 223(c)(3) IRC. 
13.14 Qualified M edical Expenses: Q ualified medica l ex penses in clude amou nts 

paid with respect to the indiv idual, the individual's spouse, and the individual's     
dependents, for medical care defined under Section 213(d) and such amounts 
are not compensated for by  insur ance or o therwise.  Quali fied Medi cal 
Expenses do no t i nclude a ny pa yment fo r in surance, e xcept in the following 
cases: 
(a) A health plan durin g any period of co ntinuation coverage required under 

any Federal law; 
(b) A qualifie d long- term care in surance co ntract (a s d efined in section 

7702B(b)); 
(c) A health plan du ring a period in w hich the indiv idual is receiv ing 

unemployment compensation under any Federal or State law; or 
(d) In the case of an A ccount Beneficiary who has attai ned the age sp ecified 

in section 1811 of the Social Security Act, any health insurance other than 
a Medicare supplemental policy (as d efined in section 1882 of the So cial 
Security Act). 

13.15 Custodial account:   The term Custodi al a ccount means the a ccount 
established under the terms of this HSA Agreement. 

13.16 Custodian:  The Custodian shall be the financial organization identified on the 
Adoption Ag reement and is app roved by the IRS to serv e as Custodian  for  
Health Savings Accounts pursuant to Section 223(d)(1)(B) IRC. 
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General Instructions 
Section references are to the Internal Revenue Code. 
Purpose of Form 
Form 5305-C is a model custodial account agreement that has been approved by the 
IRS. An HSA is established after the form is fully executed by both the account owner 
and the custodian . The form can be completed at any time during the tax  year. This  
account must be created in the United States for the exclusive benefit of the account 
owner. 
 
Do not fil e Form 5305-C w ith the IR S. Instead, keep it w ith your records. For more  
information on HSAs, see Notice 2004-2, 2004-2 I.R.B. 269, Notice 2004-50, 2004-33 
I.R.B. 196, Publication 969, and other IRS published guidance. 
 
Definitions: 
Identifying Number - The account owner’s social security number w ill serve as the 
identification number of this HSA. For married persons, each spouse who is eligible to 
open an HSA and  w ants to contri bute to a n HSA must e stablish hi s or  her ow n 
account. An emplo yer identification number (EIN) is required for a n HSA for w hich a 
return is filed to report unrelated business taxable income. An EIN i s also required for 
a common fund created for HSAs. 
 
High Deductible Health Plan (HDHP) - For calendar year 2004 , an HDHP f or self -
only co verage has a minimum annu al deduc tible of $ 1,000 and an ann ual out-o f-
pocket maximum (deductibles, co-payments and other amounts, but not premiums) of 
$5,000. For calendar year 2004, an HDHP for family coverage has a minimum annual 
deductible of $2,000 and an annual out-of-pocket maximum of $10 ,000. These limits 
are subject to cost-of-living adjustments after 2004. 
 
Self-only coverage and family coverage under an HDHP - Family coverage means 
coverage that is not self-only coverage.   
Qualified medical expenses - Qualified medi cal ex penses are amoun ts paid for  
medical care as defined in section 213(d) for the account owner, his or her spouse, or 
dependents (as defined in section 152) but only  to the extent that such amounts are 
not compensated for by  insuran ce or otherw ise. With cer tain ex ceptions, heal th 
insurance premiums are not qualified medical expenses. See Notice 2004-25, 2004-15 
I.R.B. 727 for transition relief for di stributions for qualified medical expenses incurred 
in calendar year 2004. 
 
Custodian - A custodian of an HSA must be a bank, an insurance company, a person 
previously approved by the IRS to be a custodian of an  individual retirement account 
(IRA) or Archer MSA, or any other person approved by the IRS. 
 
Specific Instructions: 
Article XI - Article XI and any that follow it may incorporate additional provisions that 
are agreed  to  by  the accoun t ow ner and custodian. Th e additional p rovisions may  
include, for ex ample, de finitions, restrictions on roll over contribu tions from HSAs or  
Archer MSAs (requiring a rollover not l ater than 60 days after receipt of a distribution 
and limited to one rollover during a one-year period), investment powers, voting rights, 
exculpatory provisions, amendment and termination, removal of custodian, custodian’s 
fees, state law  requirements, tr eatment o f ex cess contributions, di stribution 
procedures (including frequ ency or minimum dollar amo unt), use of debi t, credit, or 
stored-value card s, return o f mistake n di stributions, an d descriptions o f prohibited 
transactions. Attach additional pages if necessary. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

HSA Disclosure Statement 
 
General Requirements of an HSA: 
• Contributions must be made in cash, except for a rollover contribution from another 

HSA or Archer MSA and the Custodian accepts non-cash rollover contributions. 
• The annual regular contributions may not exceed the lesser of 100% of the annual 

deductible permitted under the Account Beneficiary’s High Deductible Health Plan  
for su ch y ear or a  speci fied dollar li mit, subject to th e monthl y contributi on limit 
explained later. 

• Regular annual contributions for any  tax able y ear ma y be depo sited at any time  
during that taxable year and up to the  due date for the fili ng of the Federal income 
tax return fo r that taxable year, no ex tensions. This ge nerally means April 1 5th of 
the following year. 

• The Custodian of an HSA must be a bank, insurance company or a person who is 
approved to act in such a capacity by the Secretary of the Treasury. 

• No portion of the HSA funds may be invested in life insurance contracts. 
• The interest in the HSA is non-forfeitable at all times. 
• The asse ts in the HSA ma y not be commingled w ith other proper ty e xcept in a  

common trust fund or common investment fund. 
• HSAs may  not be invested in collecti bles (as described in Section 40 8(m) of th e 

Internal Revenue Code.) A collectible is defined as any work of art, rug or antique, 
metal or gem, sta mp or coin, alcoho lic beverage, or any other tangible pe rsonal 
property specified by the IRS . However, if the Custodian permits, specially minted 
US Gold a nd Si lver bullion , coins and cer tain sta te-issued co ins are  permi ssible 
HSA investments. 

• The assets of the HSA remain tax-exempt while the funds are in the Account. 
 
Who is Eligible to establish an HSA? 
Regular contributions can be made to  an HSA for any  taxable year if the indiv idual is 
an "Eligibl e Indiv idual".  The max imum c ontribution w ill be based on the n umber of 
months the in dividual is covered under a quali fying high deductible health plan  
(HDHP) and meets t he definition of an eligible indiv idual. The A ccount Beneficiary is  
responsible for  determining w hether he or she i s an El igible Ind ividual, whether the 
health plan is an HDHP and t he amount of the annual HSA contributions.  The HSA 
custodian or trustee may, but i s not required to, require proof or certification that the 
Account Beneficiary is an eligible indiv idual, including that the individual is covered by 
a health plan that meets all of the requirements of an HDHP. 
 

Definitions 
 
Account Beneficiary -  
The Account Beneficiary is the individual on whose behalf the HSA is established and 
maintained.  The Account Beneficiary must be an “eligible individual” in order to make  
HSA contributions. 
 
Archer MSA -  
An Archer MSA is a Medical Savings Account described in section 220 of the Internal 
Revenue Code. 
 
Designated Beneficiary -  
The person or persons named by the Account Beneficiary that will become entitled to  
the HSA balance upon the Account Beneficiary’s death. 
 
Employer -  
Employers include the individual’s employer, the sp ouse’s employer, a sel f-employed 
individual, or the spouse of a self-employed individual.  Employ ers that are members 
of a controlled gr oup under  Se ction 414 are  consi dered a single em ployer for 
purposes of these rules. 
 
Eligible Individual -  

The term "Eligibl e Indiv idual" mean s, with respe ct to a ny month, any  individual  
who: 

(a) Is covered under a high deduct ible health plan (HDHP) as of  the first day of 
such month; 

(b)  Is not also covered under any other health plan that is not a high deductible 
health plan while being covered by the high deductible health plan; 

(c) Is not entitled to benefits under Medicare; and 
(d) Cannot be claimed as a dependent on another person’s income tax return. 
 
The rule that requires that the employee not be covered under any other health 

plan does not include: 
(a) Coverage for any benefit provided by "permitted in surance" (See below for 

definition); and 
(b) Coverage (whether through insurance or otherwise) for accidents, disability, 

dental care, vision care, or long-term care. 
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High Deductible Health Plan (HDHP) -  
In the case of self-only coverage, the High Deductible Health Plan's annual deductible 
cannot be less than $1,000, as indexed for inflation.  In the case of any other coverage 
(family coverage), the annual deductible cannot be less than $2,000, as indexed for 
inflation. 
 
The sum of the annual deductible a nd t he other annu al out-of-pocke t ex penses 
required to be paid under the plan (other than for premiums) for covered benefits may 
not exceed $5,000 for self-only coverage, and $10,000 for family coverage, as indexed 
for inflation. In the case of family coverage, a plan is an HDHP only if, under the terms 
of the plan and without regard to which family member or members incur expenses, no 
amounts are pay able f rom t he HDHP unt il t he family has in curred annu al c overed 
medical expenses in excess of the minimum annual deductible.  A plan does not fail to 
be an HDHP merely because it does not have a deductible (or has a small deductible) 
for certain preventive care (see below).  Except for certain preventive care, a plan may 
not provide benefits for any year until the deductible for that year is met. 
 
A High Deductible Health Plan shall n ot include a plan where substantially all of the 
coverage is for accidents, disability, dental care, vision care, or long-term care. Also a 
high deductible health plan shall not fail to be treated as an HDHP merely because the 
individual has coverage for any benefit provided by “permitted insurance” (see below). 
 
Generally, an HDHP cannot provide any benefits for any year until the deductible for 
that year is satisfied. 
 
Permitted Insurance -  
Permitted insurance is insurance under which substantially all of the coverage 
provided relates to liabilities incurred under workers’ compensation laws, tort liabilities, 
liabilities relating to ownership or use of property (e.g., automobile insurance), 
insurance for a specified disease or illness, and insurance that pays a fixed amount 
per day (or other period) of hospitalization. 
 
Preventive Care Safe Harbor -  
IRS Notice 2004-23 provides a “safe harbor” for preventive care benefits allowed to be 
provided b y a HDHP without sa tisfying the minimum deductible requirem ents. An 
HDHP may provide preventive care benefits without a deductible or with a deductible 
below the minimum annual deductible.  Preventive care includes, but is not limited to, 
the following: 
Periodic health evaluation s, incl uding tests and diagn ostic pro cedures o rdered in  
connection with routine examinations, such as annual physicals. 
Routine prenatal and well childcare. 
Child and adult immunizations. 
Tobacco cessation programs. 
Obesity weight-loss programs. 
Screening services that are more fully described in the Appendix of Notice 2004-23 
 
However, preventive care does not generally include any service or benefit intended to 
treat an existing illness, injury, or condition.  Also, the determination of whether health 
care t hat is  req uired by St ate law  t o be prov ided b y a n HDHP without regard t o a 
deductible i s “prev entive” for purposes of  the ex ception for prev entive care under 
section 223(c)(2)(C) w ill be ba sed on the standards set forth in Notice 2004-23 and 
other IRS guidance, rather than on how that care is characterized by State law.  
 
Transitional Reli ef for  Cover age Under HDHP an d Separ ate Pl an for  Dr ug 
Benefits -  
IRS Rev enue Ruling 2004-38 prov ides tha t if  an indiv idual is cov ered by both an 
HDHP that does not cover prescription drugs and by a separate prescription drug plan 
(or rider)  t hat provides benefits be fore t he min imum annual deductible o f the HDHP  
has been satisfied, such individual is not eligible to establish an HSA and cannot make 
contributions to an  HSA.  The result is the same i f the  prescripti on drug benefit is 
provided as a bene fit under a health plan (and no t separately) or as a  benefit for the 
individual under the spouse’s plan. 
 
If a separate p rescription drug plan (or rider) do es n ot prov ide benefits until the 
minimum annual deductible of the HDHP has been satisfied, or the drug plan is part of 
an HDHP and s ubject to the minimum annual dedu ctible, the individual is  an eligible 
individual for purposes of establishing and making contributions to an HSA. 
 
Because o f the short period between the ena ctment o f HSAs and i ts effective date, 
many emplo yers and health i nsurance prov iders hav e been unable to m odify the 
benefits provided under thei r existing health plans to conform to the requirements of 
an HDHP.  Cons equently, the IRS provides t ransitional relief to this rule in Revenue 
Procedure 200 4-22.  For  months before January  1, 20 06, an  indiv idual w ho w ould 
otherwise be  an “eligible in dividual”, but is covered by a pre scription d rug bene fit 
before the minimum annual deductible under the HDHP is satisfied, will continue to be 
an “eligible in dividual” and may  make contribu tions to an  HSA based o n the annual  
deductible of the HDHP.  This transitional relief expires on January 1, 2006. 
 
Special Rules for Network Plans -  
In the case of a plan using a network of providers, special rules apply.  A network plan 
is a plan that generally provides more fav orable benefi ts for serv ices provided by its 
network of providers than for services provided outside of the network.  In the case of 
a plan us ing a netw ork of  prov iders, the plan does not f ail t o be an HDHP s olely 
because the out-of-pocket expense limits for services provided outside of the network 
exceeds the maximum annual out -of-pocket expense limits allowed for an HDHP.  I n 
addition, the plan’ s annual de ductible for ou t-of-network se rvices is n ot taken in to 
account in d etermining the ann ual contribution limi t.  Ra ther, the an nual contribution 
limit is determined by reference to the deductible for services within the network. 

 
 
Qualified Medical Expenses -  
Qualified medical expenses in clude amount s paid w ith re spect to the Accoun t 
Beneficiary, th e Account Bene ficiary's spouse, and  the A ccount Be neficiary's 
dependents, for medical care defined under section 213(d) and such amounts are not 
compensated for by insurance or otherwise. 
 
To be “quali fied medical expenses”, such expenses mu st be in curred only after the  
HSA has been established.  However, IRS Notice 2004-25 provides a transitional rule 
for calendar y ear 2004 only .  Under  thi s transitional r ule, eli gible in dividuals w ho 
establish an HSA on or before April 15, 2005 , may  pa y or reimburse on a  tax -free 
basis an othe rwise qualified medi cal expense if the qua lified medi cal ex pense w as 
incurred on or afte r the la ter of: (1) January 1, 2004, or  (2) the first day  of the first 
month that the individual became an eligible individual. 
 
Generally, quali fied medical  ex penses shall not incl ude pay ment for insurance. 
Exceptions to this rule include any expense for coverage under: 

(a) A heal th plan  duri ng any  period o f continuation coverage requir ed unde r 
Federal law (COBRA); 

(b) A qualified long- term care insurance contract (as defined in section 7702B (b) 
IRC); or   

(c) Health plans during a period in which the individual is receiving unemployment 
compensation under any Federal or State law. 

 
For individuals over age 65, premiums for the following health insurance may also be  
paid from the HSA: 

(a) Medicare  Part A 
(b) Medicare  Part B 
(c) Medicare  HMO 
(d) Employee’s share of employer-sponsored health insurance 
(e) Employer-sponsored retiree health insurance 

 
However, premiums for Medigap policies are not qualified medical expenses. 
 
Medical Care -  
Amounts for medical care that can be paid from an HSA include: 

(a) The diagnosis, cure, mitigation, treatment, or prevention of disease, or for the 
purpose of affecting any structure or function of the body; 

(b) For transportation primarily for and essential to medical care referred to above; 
or 

(c) Amounts paid  for certain lo dging w hile aw ay from ho me primarily  for and 
essential to medical care, i f such medical care is provided by a physician in a 
licensed hospital or  medical care fa cility and there is no signifi cant element of 
personal pleasure, recreation, or vacation in the travel away from home. The  
amount is limited to $50 per night per individual. 

 
The term medical care does not include cosmetic surgery. 
 
Compensation -  
Compensation shall not include amounts paid to an HSA, if i t is reasonable to believe 
that such contributions can be excludable from income under Section 106(b). 
 
Dependent -  
Dependent in cludes any  of the following indi viduals who receiv e ov er half o f the ir 
support for the calendar y ear from the tax payer and is no t bein g claimed as a 
dependent on another taxpayer’s return: 

(a) Son or daughter, or a descendent of either; 
(b) Step son or stepdaughter; 
(c) Brother , sister, stepbrother, or stepsister; 
(d) Father or mother, or ancestor of either; 
(e) Step father or stepmother; 
(f) Son or daughter of a brother or sister; 
(g) Brother or sister of the father or mother; 
(h) Son-in-law, daugh ter-in-law, fa ther-in-law, mother-in-law , brother -in-law, o r 

sister-in-law; or 
(i) An individual (other than an individual who at any time during the year was the 

taxpayer's spouse) who, for th e taxable year of the taxpayer, has a s his/her 
principal place of residence, the home of the taxpayer and is a member of the 
taxpayer's household. 

 
The terms bro thers and si sters in clude half- blood rel atives. A child shall i nclude a  
legally adopted child, a child who is placed in the taxpayer's home by  an a uthorized 
placement agency for legal adoption, a foster child. 
 
A dependen t d oes not i nclude an  in dividual who is no t a ci tizen o f the U S or o f a  
country contiguous to the US. This does not include a child who is legally adopted by a 
US taxpayer. 
 
Contributions 
 
Source of Regular Contributions -  
Cash contributions can either be made by an eligible  individual, by a family  member 
on behalf of an eligible individual, or by the employer of an employee who is an eligible 
individual.  Unlike Archer MSAs, contributions to an HS A can be made by  any of the 
above during the same y ear.  Contr ibutions made by  another family me mber are  
treated a s i f mad e by  the Accoun t Benef iciary.  Re gular HSA contributions are 
contributions other  than rollov er contributio ns from ano ther HSA or Archer  MSA or  
transfers from another HSA. 
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Contribution limits -  
The maximum annual cash contribution is the sum of the limits determined separately 
for ea ch mon th that the A ccount Beneficiary is an eligi ble indiv idual. The  max imum 
monthly contribu tion is the le sser of 100% of the an nual deductible u nder the  
qualifying HDHP,  o r t he max imum dollar limit  div ided b y t welve.  HSA c ontributions 
must be reduced b y aggregate con tributions to an Ar cher MSA.  The same annual 
contribution limit a pplies rega rdless of w hether the co ntributions are ma de by the 
individual, the  indi vidual’s employ er or a family member.  If a n indiv idual has mor e 
than one HSA, the aggregate annual contributions to all of the indiv idual’s HSAs are  
subject to the limi t.  After an  indiv idual has r eached a ge 65, further contributions, 
including catch-u p contribu tions, are no l onger allow ed.  The monthly limit  for such  
individual beginnin g the first month such i ndividual is entitled to Medi care benefits 
(currently age 65) shall be zero. 
 
Maximum Dollar Limit - 
For an eligible indi vidual with self-only coverage, the max imum annual dollar limit is  
$2,600 (the curre nt index ed limit for the $2,250 limit un der section 223(b )(2)(A)(ii)).  
For an eligible ind ividual with family  coverage, the max imum annual dolla r limit i s 
$5,150 (the curre nt index ed limit for the $4,500 limit un der section 223(b )(2)(B)(ii)).  
These dollar limi ts are adjusted for cost-of-living increa ses, round ed to the nearest 
multiple of $50. 
 
Catch-up Contributions -  
For the A ccount Beneficiary (and spous e w ho is covered under the H DHP) w ho 
reaches age 55 before the en d of a taxable year, an additional cash contribution may 
be made each year as follows: 

2004: $500 
2005: $600 
2006: $700 
2007: $800 
2008: $900 
2009 and thereafter: $1,000 (not subject to cost-of-living increases).  
 

Catch-up contributions are also computed on a monthly basis.  After an individual has 
reached age 65, fu rther contributions, including catch-up contributions, are n o longer 
allowed. 
 
Married Individuals -  
Jointly owned HSAs are no t permitted.  An HSA i s established by or on behalf o f an 
individual. 
 
In the case of individuals who are married to ea ch other, if eith er spouse has family 
coverage, both are  trea ted a s hav ing family  cov erage.  If ea ch spouse h as family 
coverage under a separate health plan, bo th spouses are trea ted as cov ered under  
the plan with the lowest deductible.  The contribution limit for the spouses is the lowest 
deductible, div ided equally  betw een the spo uses, unle ss they agree on a  differen t 
division.  The family cov erage limit is reduc ed by any contribution to an Ar cher MSA.  
However, both spouses may make the catch-up contributions for individuals age 55 or 
over without exceeding the family coverage limit. 
 
Example #1:  Harry and Wilma are married.  Harry is 58 and Wilma is 53.  Harry and 
Wilma b oth have family  cov erage under separa te HD HPs.  Harry  has a $3,00 0 
deductible u nder h is HDHP and Wilma has  a  $2,000 deductible u nder h er HDHP.  
Harry and W ilma a re trea ted as covered under  the plan with the $2,00 0 deductible.  
Harry can contribute $1,500 to an HSA (1/2 of the deductible of $2,000 + $500 catch-
up contribution) and Wilma can contribute $1,000 to an HSA (unless they agree to a  
different division). 
 
Example #2:  Harold and Wanda are married.  Harold is 35 and Wanda is 33.  Harold 
and Wanda each h ave a self-only  HDHP.  Harold has a $1,000 deductible under his 
HDHP and Wanda has a $1 ,500 deductible under h er HDHP.  Harold c an contribute 
$1,000 to an HSA and Wanda can contribute $1,500 to an HSA. 
 
Example #3:  Harley and Heloise are married.  Harley is 57 and Heloise is 56.  Harley 
has self-only coverage under a HDHP with a $1,000 deductible and Heloise has family 
coverage under a separate HDHP with a $5,000 deductible.  Since one of the spouses 
has family coverage, they are both treated as having family coverage for purposes of 
determining the annual contribution limit.  Harley can contribute $3,000 to an HSA (1/2 
of the dedu ctible o f $5,000 + $500 catch -up).  Heloise can con tribute $3 ,000 to an 
HSA (1/2  of th e d eductible o f $ 5,000 + $500 catch-up).  Har ley and Heloise could 
agree on a different division of the $5,000.  
 
Timing of HSA Contributions -  
HSA con tributions must be made  for  a calendar year no  later  than the due date  for  
filing the taxpayer's Federal income tax return, not including extensions.  Contributions 
for the taxable y ear can be made in  one or more p ayments.  Although the annual 
contribution limit i s determined mon thly, the maximum contribution may be made on  
the first day of the year. 
 
Deduction Per mitted I f Contr ibution made  b y Eligible In dividual or F amily 
Member - 
If an eligible individual makes a contr ibution to an HSA, or a family  member makes a  
contribution on be half of an eligi ble indiv idual, an “abov e-the-line” ded uction is 
permitted by the eligible individual for the taxable year equal to an amount which is the 
aggregate amoun t paid in cash du ring su ch taxable year to  an HSA , subject to  th e 
monthly contribution limit. Contributi ons made by an emp loyer within the co ntribution 
limits of the HS A plan are treated as employer-provided cov erage for  medical 
expenses and are excluded from income. 

 
Limitation on Deductions - 
The max imum ded uction permi tted for an indiv idual for a tax able y ear for self-only 
coverage is 100% of the dedu ctible amount under the hi gh deductible health plan not 
to ex ceed the ma ximum dollar limit plus the catch-up , if eli gible.  The max imum 
deduction for famil y co verage is 100% of  the  dedu ctible under the high deductible 
health plans not to exceed the maximum dollar limit plus the catch-up, if eligible. 
 
HSA con tributions are dedu ctible w hether or no t the eligible i ndividual itemi zes 
deductions.  An individual who may be cl aimed, as a dep endent on another person’s 
tax return is not an eligible individual and may not deduct contributions to an HSA. 
 
The annual  contribution limit is the sum of  the limits determined separately for  each 
month based on th e individual's status and health plan coverage as of the fir st day of 
the month. The formula for determining the monthly permitted contribution is the lesser 
of the annual deductible amount or the deductible limit of the HDHP divided by twelve.  
 
HSA rules are applied without regard to community property laws. 
 
Employer contributions to HSA - 
Employer contributions to an HSA are not incl uded i n the compen sation of the 
employee. The employer treats the HSA contributions as employer-provided coverage 
for medial expenses under an accident or health plan. The employer must r eport the 
amount of the HSA contribution on the employee's W-2 Form in accordance with IRS 
instructions for tha t form.  Employ er c ontributions to a n HSA are not subject to 
withholding from w ages for in come tax  purpos es or subject to F ICA, FU TA or the 
Railroad Retirement Tax Act.  Contributions to an employee’s HSA through a cafeteria 
plan are treated as emplo yer contribu tions.  The employee cannot dedu ct employer 
HSA contributions on his or her Fede ral income tax return as HSA co ntributions or as 
medical expense deductions under section 213.  
 
If the employer chooses to make HSA contributions, then the employer is required to 
make comparable HSA con tributions for all participating employ ees (i.e ., e ligible 
employees with comparable cov erage) during the same period. A compa rable HSA 
employer contribution is (1) the same dollar amount or (2) the same percentage of the 
annual dedu ctible under th e high de ductible heal th pl an cov ering the e mployees 
divided into groups of "comparable coverage". 
 
Comparable coverage can vary between self-only coverage, family coverage and part-
time employ ees. A part-time employ ee m eans an employ ee who customari ly works 
less than 30 hours per week.  The comparability rule does not apply to amounts rolled 
over from an employ ee’s HSA or Archer MSA, or to contributions made through a  
cafeteria plan. 
 
If employer contrib utions do not com ply with the compa rability rule during a period, 
then the employer is subject to an excise tax equal to 3 5% of the aggregate amount 
contributed by the employer to HSAs for that period. 
 
Employer Contr ibutions to an Emp loyee’s HS A D o Not Consti tute an “ ERISA” 
Plan -  
The Labor Department’s Empl oyee Benefits Security Administra tion issu ed Field 
Assistance Bulletin No. 2 004-01 that rules that HSAs generally will not con stitute an 
employee welfare benefit plan for pur poses of Ti tle I of ERISA.  A s noted in the FAB, 
HSAs are pe rsonal health care savings vehicles r ather than a form of group health 
insurance so long as the establishment of the HSA is completely voluntary on the part 
of the employee and the employer does not: (1) limit the ability of the eligible individual 
to move their funds to another HSA; (2) impose conditions on the utilization of HSA 
funds; (3) make or influence the investment decisions with respect to funds contributed 
to an HSA; (4) represen t tha t the  H SAs are an employ ee welfare benefi t plan  
established or m aintained by  the  employ er; or (5) receiv e any  pa yment or 
compensation in connection with the HSA.  
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Excess Contributions 

 
Generally an excess HSA contribution is any contribution made for a taxable year that 
exceeds the contribution limits, and such excess contribution is subject to a 6% excise 
tax on the prin cipal amount o f the ex cess e ach y ear un til the ex cess i s corrected.  
Excess HSA contributions are not deductible by the individual if made by  or on behalf 
of the indiv idual.  Ex cess HSA con tributions made by the indiv idual’s employ er ar e 
included in the gross income of the employee. 
 
Withdrawing Excess By Tax Filing Due Date - This 6% excise tax may be avoided, 
if the excess amount plus the earnings attributable to the excess are distributed by the 
individual’s tax filing deadline including extensions for the year for w hich the excess 
contribution w as made, and n o dedu ction is taken for such excess amount. If the  
excess is corrected in this manner, the principal amount of the excess returned is not 
taxable, how ever, the earning s attrib utable to th e ex cess are taxable in th e y ear i n 
which the distrib ution is receiv ed.  Such  earning s ar e also subje ct to  the 10% 
additional tax, unless another exception applies. 
 
Excess con tributions made for one tax able year can b e carried ov er to subsequen t 
years, in orde r o f time, subject to the subsequent year’s con tribution limi t.  The 6%  
excise tax is applied each y ear on the unc orrected excess amount as of the end of 
each taxable year.  
 
Rollover HSAs 
 
Rollover Contr ibutions –  Rollover contributions are permitted from ano ther HSA or  
Archer MSA. A rollover from another HSA or Archer MSA is any amount received from 
one HSA or MSA and rolled over to an HSA. The entire amount received from the first 
HSA or MSA is not required to be rolled over. However, any amount not rolled over will 
be taxed at ordina ry income tax  rates for Federal  income tax  purposes, and may be 
subject to an additional 10% ex cise tax if t he distribu tion does not meet o ne of the  
exceptions. 
 
The following special rules al so apply to ro llovers between HSAs, or from a n Archer 
MSA to an HSA: 
• The rollov er must be comp leted no  l ater than the 60 th day  after  the day  the  

distribution was received. 
• A total di stribution is not requi red from the distr ibuting HSA or MSA in order to  

make a rollover contribution into another HSA.  
 

If a rollover is made from an HSA or MSA to an HSA, another rollover cannot be 
made until 12 months has pa ssed since the fi rst rollover.  If a se cond rollover is 
made before the 12-month period has expired, such subsequent rollover cannot 
be trea ted a s a tax-free rollov er, and thu s w ill be con sidered a taxable 
distribution. 

 
If an HSA is inheri ted by another person due to  the death of the Accoun t Beneficiary, 
no rollov er is per mitted unle ss the spou se of the d ecedent i s the d esignated 
beneficiary. 
 
Rollovers from an y other ty pe of acco unt ( such a s IRAs, he alth reimbursement 
arrangements, or health flexible spending arrangements) to an HSA are not permitted. 
 
Transfers 
 
A direct transfer of all or a portion of funds is permitted from this HSA to another HSA 
or from another HSA to this HSA. Transfers do no t constitute a di stribution since the 
funds are no t treated as re ceived. The moni es ar e tra nsferred dire ctly to the new  
custodian or trustee.  Dire ct transfers are not subject to the 60-day period or the 1 2-
month rule described above under “Rollover HSAs”. 
 
If all or a po rtion of an HSA is transferred to a former spouse's HSA under a divorce 
decree (or under a written instrument incident to divorce) or separation instrument, the 
HSA Account Beneficiary will not be d eemed to have made a taxable distribution, but 
merely a transfer. The portion so tra nsferred will be treated at the time of th e transfer 
as the HSA of the Account Beneficiary’s spouse or former spouse. 
 

Distributions 
 
Distributions – In General 
Distributions from an HSA are permitted at any time.  The custodian or trustee may, in 
its own discretion, permit payments from this HSA through any of the following: 

1. Payments made directly to the Account Beneficiary; 
2. Payments made directly to the medical service provider; 
3. Check writing capabilities; or 
4. Debit, credit or stored-value cards. 

 
The Account Beneficiary may request a distribution from the HSA as qualifie d medical 
expenses are incurred, or may periodically reimburse himself or herself from the HSA 
for qualified medical expenses that have been incurred and paid by the individual. 
 
Taxation of Distributions -  
Any amounts di stributed from an HS A for qu alified medical expenses of th e Account 
Beneficiary, his or  her spou se, or dependents ar e n ot in cluded in the Account 
Beneficiary’s gross income for the year  and are not subject to the 10%  additional  
excise tax. Amounts in an HSA can be used for qualified medical expenses and will be 
excludable from g ross income ev en if the individual is not currently eligible for  
contributions to the HSA.  
 

Any amounts distributed from an HSA that are not used to exclusively pay for qualified 
medical expenses of the A ccount Beneficiary, his or he r spouse, or dependents are  
included in the gross income of the Account Beneficiary. Also, such distributions will 
be subject to an additional 10% excise tax, unless another exception applies. 
 
Exceptions to the 10% excise tax include: 

(a) Distributions due to the Account Beneficiary becoming disabled (defined under 
section 72(m)(7) IRC) 

(b) Distributions made  to the de signated benefi ciary(ies) u pon the death of the  
Account Beneficiary. 

(c) Distributions made  to a tax payer a fter such indiv idual become s eligible for 
Medicare. (The age specified in section 1811 of the Social Security Act. This is 
currently age 65.) 

(d) Distributions from an HSA th at a re subsequently rolled over to another  HSA 
within 60 day s after the d ay of rece ipt of the distribution and meet the  other 
requirements for a Rollover HSA. 

 
Distributions are not required to begin at age 70½. 
 
The Accoun t Bene ficiary is sole ly respons ible for  deter mining the  tax ability or non-
taxability of any distribution from an HSA. 
  

Death of the Account Beneficiary - 
Upon the  Accoun t Beneficiary’s dea th, any  balance rem aining in  the  HSA becomes 
the proper ty of th e designa ted ben eficiary named in the HSA in strument as the 
designated beneficiary of the account. 
 
If the Account Beneficiary designated his or her spouse as the designated beneficiary, 
the surviving spouse shall b e treated as the Account Beneficiary of the HSA  after the 
original Account Beneficiary's dea th. This means that when the A ccount Beneficiary 
dies, i f the surv iving spouse i s the designated bene ficiary, then  su ch accoun t i s 
assumed automatically by the surv iving spouse as hi s or her ow n HSA and  will then 
be treated as the Account Beneficiary for whom the HSA is maintained.  The surviving 
spouse is subject to income tax only to t he extent distributions from the HSA are not 
used for qualified medical expenses. 
 
If any other person is the designated beneficiary, then the HSA ceases to be an HSA 
on the date of the Account Beneficiary’s death.  If the designated beneficiary is a non-
spouse, the fair market value of the HSA on the date of death is includible in such non-
spouse beneficiary’s gross income for such taxable year. If the Account Beneficiary's 
estate i s the de signated bene ficiary, then the fair mar ket v alue of the HSA on the 
decedent’s date of death is includible in the decedent's gross income on the last tax 
return filed o n beh alf o f the decedent. For such a per son (ex cept th e de cedent’s 
estate), the includable amount is reduced by any payments from the HSA made for the 
decedent’s qualified medical expenses, if paid within one year after death. 
 
An appropria te deduction is all owed under section 691(c) to any  person ( other than  
the de cedent or th e deceden t’s sp ouse) w ith respe ct to  amounts i ncluded in gross 
income by such person. 
 
Other Distributions -  
Distributions from  an HSA that ar e n ot u sed to  pay  qu alified medical ex penses ar e 
included in g ross income for the year and may  also be subject to an additional 10% 
income tax , unless the distribu tion i s re ceived due to death ; disabi lity; a qualify ing 
rollover distribu tion; or the timely  w ithdrawal of the pri ncipal amoun t o f an ex cess 
contribution. 
 
Coordination of Medical Expense Deduction -  
For purpo ses of d etermining the  am ount o f the med ical ex pense dedu ction on the 
taxpayer’s Federal income tax  return under section 213, any payment or distri bution 
from an HSA  for qualified medical expenses shall not be treated as an expense paid 
for medi cal ca re.  Ta x-free HSA distribu tions use d for  qualified medi cal expenses 
reduce the taxpayer’s medical expense deduction for Federal income tax purposes. 
 
Prohibited Transactions 
 
If the Account Beneficiary or designated beneficiary engage in a prohibited transaction 
(as de fined under  Section 4975 o f the In ternal Revenue Code) w ith the  HSA, i t w ill 
lose its tax exemption and the value of the account is included in gross income for that 
taxable year. If any portion of an HSA  is pledged as col lateral for a loan, th e amount 
so pledged will be treated as a distribution and will be included in gross income for that 
year. 
 

Penalties 
 
If a di stribution i s made for non -medical rea sons from an HSA, an ad ditional 10% 
income tax will apply  on the tax able amount o f the distribution, unle ss another  
exception applies discussed earlier. 
 
If an excess contribution is made to an HSA and i t is not corrected on a timely basis, 
an excise tax of 6% is imposed on the excess amount. This tax will apply each year to 
any part or all of the excess that remains in the account. 
 
IRS Form 5329 m ust be filed w ith the In ternal Rev enue Serv ice for  an y year an 
additional tax is due. 
 

Federal Estate and Gift Taxes 
 
Generally, there is no specific exclusion for HSAs under the Federal estate tax rules. 
Therefore, in the event of death, the HSA balance will be includible in the Account 
Beneficiary’s gross estate for Federal estate tax purposes. However, if the surviving 
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spouse is the beneficiary of the HSA, the amount in the HSA may qualify for the 
marital deduction available under Section 2056 of the Internal Revenue Code. A 
transfer of property for Federal gift tax purposes does not include an amount that a 
beneficiary receives from an HSA plan. 
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Southwest Securities, Inc. and/or Broker/Dealers for which it clears   New Account 
Southwest Securities, Inc. Member NYSE/FINRA/SIPC                       Update 

Health Savings Account Application 
 

1. Funding Information. 
 Regular HSA Contribution for tax year: ____________          HSA Rollover (Must also complete HSA Rollover Form)                                                          
 Transfer from another HSA (Must also complete Account Transfer Form) 
 

2. Account Title. 
 
  
_____________________________________________________________________________________________________________________________________________ 
Full Name of Applicant (First, Middle, Last)  Social Security # Date of Birth 

 
____________________________________________________________________________________________________________________________
 Home Address (P.O. Box unacceptable) City State/Province                           Country          Zip 

 
_____________________________________________________________________________________________________________________________________________________________________ 

Mailing Address (P.O. Box unacceptable) City State/Province                           Country          Zip 
 
_____________________________________________________________________________________________________________________________________________________________________ 
 Home Phone Number                                 Fax Number                                            Email Address  

 

3. Account Information. 
Initial Contribution $: _______________________ Contributions to be made by:  HSA Owner;  Employer;  Another Individual     
 If employer funded, name of employer: ________________________________________________ 

Type of Account: 

 Regular HSA for tax year                    .    Rollover from another HSA or Archer MSA 

 Surviving Spouse Assumption   Transfer from another HSA. Transfer received from: ______________________________________ 

4. Verification Information. 
 

IMPORTANT INFORMATION ABOUT OPENING A NEW ACCOUNT 
To help the government fight the funding of terrorism and money laundering activities, Federal law requires all financial institutions to obtain, verify, and 
record information that identifies each person who opens an account.  What this means to you:  When you open an account, we will require your name, 
address, date of birth and other information that will allow us to identify you.  We may also ask to see your driver’s license or other identifying documents. 

Identification Provided: 

For Individuals: 

    Driver’s License      Passport/Visa      Other _______________________________________________________________________________  
 

    Issuer:                                                                                        ___________  ID Number:        __                                                           _       ___     
  

    Date of Issuance (If applicable): _______________________            ______   Date of Expiration: _____________________________________   

 5. Client Profile. 
Marital Status:     Single     Married     Divorced     Widowed Number of Dependents: 

Citizenship Status:    U.S. Citizen    Resident Alien   *Note: Non-Resident Aliens are NOT permitted to open IRA Accounts. 
 

Employment Information:  (Please specify if unemployed, retired, homemaker, or student. If self-employed, please specify industry.) 
 
______________________________________________________________________________________________________________ 
Employer (If self-employed, please specify name of business.) Position  Business Telephone 
 

_________________________________________________________________________________________________________________________________________________________ 

Employer’s Address      City  State/Province  Country  Zip 

 

Affiliations/Disclosures: 
 
 Yes    No Are you or your spouse an employee of or affiliated with a securities firm, exchange or any of its affiliated companies?  
 (If yes, please specify the company name and address to which duplicate statements and confirmations should be sent.) 

 
 Yes    No Are you or your spouse a director, officer, or 10% shareholder of any publicly traded company?   
 (If yes, please specify company name & symbol.) 

 

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 Yes    No   Does any other person have Trading Authorization over this account? If yes, please specify name. 
 (We must have a copy of the agreement conferring authority, their name, relationship to you and their investment experience.) 
   
 

 Yes    No   Are you or anyone with an interest in this account either:  (1) a senior military, governmental, or political official in a non-U.S. country, or 
                         (2) closely associated with an immediate family member of such an official?  (If Yes, identify the name of the official, office held, and county.) 
                         _______________________________________________________________________________________________________________ 

Credit References: 
 
Reference 1:______________________________ Reference 2:_____________________________ Reference 3:______________________________ 
 
Investment Objectives (You may rank two objectives): 
 

 Capital Preservation: Preserving the value of your existing assets by investing in securities with a smaller degree of risk of loss of principal.  May 
include investment in government bonds or certificates of deposit. 

 
 Income: Generating current income by investing in securities with a lower degree of risk of loss of principal. May include investing in investment 

grade corporate bonds, bond funds or unit investment trusts. 
 

 Growth: Generating capital appreciation by investing in securities with a higher degree of volatility and risk of loss of principal. May include 
investing in stocks or mutual funds. 

 
 Speculation: Trading volatile securities with a higher than average possibility of loss of principal with the hope of achieving commensurate gains. 

May include investing in low priced securities, options, non-rated bonds or non-investment grade bonds. 
 

What is the source of funds for this account?     Income for Earnings  Investment Proceeds  Gift  Sale of Business  Inheritance  
 Pension/IRA/Retirement Savings  Spouse/Parent  Lottery/Gaming  Insurance Proceeds  Legal Settlement  Other (If other, please explain:) 
_______________________________________________________________________________________________________________________ 

 
Financial Information: 
 

Investment Experience (# of Years) 
 

 Stocks              _____________ 
 Bonds              _____________ 
 Options            _____________ 
 Commodities    _____________ 
 Futures             _____________ 
 Other               ___________ 

Estimated Annual Income 
 

 Under $25,000 
 $25,000-$49,999 
 $50,000-$99,999 
 $100,000-$249,999 
 $250,000-$499,999 
 $500,000-$999,999 
 Over $1,000,000 

 

Estimated Net Worth 
         (Exclusive of Home) 

 Under $50,000 
 $50,000-$99,999 
 $100,000-$249,999 
 $250,000-$499,999 
 $500,000-$999,999 
 Over $1,000,000 

Estimated Liquid Net Worth 
         (Cash, Securities, etc.) 

 Under $50,000 
 $50,000-$99,999 
 $100,000-$249,999 
 $250,000-$499,999 
 $500,000-$999,999 
 Over $1,000,000 

Tax Bracket 
 

 10% 
 15% 
 25% 
 28% 
 33% 
 35% 

 

6. Beneficiary Designation.  

Name and Address Birth Date Social Security #* Relationship Beneficiary Type* Share %* 

 

    Primary 

 Contingent 
______% 

 

    Primary 

 Contingent 
______% 

 

    Primary 

 Contingent 
______% 

 

    Primary 

 Contingent 
______% 

 

*Note:  Beneficiaries must have a social security number. In the event of your death, the Primary Beneficiaries will receive the proceeds of your HSA in equal shares or in the 
specified Share %, if indicated. If no Primary Beneficiary survives you, the Contingent Beneficiaries will receive the proceeds of your IRA in equal shares or in the specified 
Share %, if indicated. If the Beneficiary Type box is not checked for a beneficiary, the beneficiary will be deemed to be a Primary Beneficiary. If no beneficiary is listed, the 
balance in the account shall be paid to your estate. The total % of all Primary Beneficiaries must equal 100%; the total % of all Contingent Beneficiaries, if designated should 
also equal 100%. 
Additional Guidance 

It is in your best interest to seek the guidance of your tax or legal professional before completing this form because of the potentially significant financial and estate 
planning consequences associated with beneficiaries naming successor IRA beneficiaries.   Please see the Death Distribution information contained within your IRA 
adoption agreement and disclosure.  For more information, refer to Internal Revenue Service (IRS) Publication 590 or visit the IRS Website at www.irs.gov. 
 

 7. Spousal Consent.  (Required if participant’s spouse is not designated as the sole primary beneficiary.) 
As the spouse of the participant in the above-named Plan, I acknowledge that I understand my rights to be named the Primary Beneficiary of my spouse’s 
account balance. I hereby consent to the designation made by my spouse to have the death benefit paid to the beneficiary(ies) named on my spouse’s most 
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current Beneficiary Designation instead of to me. I further acknowledge that I understand that the effect of my consent may be to forfeit benefits which I 
would be entitled to receive upon my spouse’s death; that my spouse may not name a non-spouse beneficiary unless I consent to it; that the trustees may or 
may not permit me to revoke my consent to waiver at a later date; and that my spouse may not change beneficiary(ies) to anyone other than myself without 
my consent. 

x_______________________________________ 
Spouse’s Signature (Required if not sole primary beneficiary.)  Date 
 
 

 8. Account Instructions. 
Cash Investment: (CHECK ONLY ONE BELOW.  IF YOU DO NOT MAKE A SELECTION, YOUR FUNDS WILL BE INVESTED IN THE 
DREYFUS FUNDS GENERAL MONEY MARKET FUNDS, CLASS B SHARES.) 

 

    Dreyfus Funds 
 General Money Market Funds, Class B Shares 
 General Government Securities Money Market Fund, Class B Shares 
 General Municipal Money Market Fund, Class B Shares 
 

 Bank Insured Deposit (FDIC Insured deposit account) 
 

Federated Funds 
 Florida Municipal Cash Trust 
 Minnesota Municipal Cash Trust 
 California Municipal Cash Trust 
 NY Municipal Trust 
 

For new accounts, if no selection of a money fund is made, your account will sweep cash balances to the Dreyfus General Money Market Fund. For existing 
accounts, please notify your broker if you wish to sweep cash balances to the Dreyfus General Money Market Fund, the Bank Insured Deposit or other 
selection. Accounts eligible to sweep to Bank Insured Deposit are typically those where the beneficial owner is a person and all required customer 
identification information is on file. If your account is ineligible it will be set to sweep to Credit Interest (CIP) or to a selected money market fund. The Bank 
Insured Deposit is a program administered by Liquid Insured Deposits (“LIDs”), which involves a series of FDIC-insured bank accounts maintained at various 
participant banks, including Southwest Securities FSB, Dallas, Texas, an affiliate of SWST. Bank deposits are generally insured up to $250,000 per 
depositor, while your IRA and other qualifying self-directed retirement funds on deposit are separately insured up to $250,000. Balances in Bank Insured 
Deposit up to $2.5 million may be covered depending on the number of participant banks in the program. Account balances in excess of the combined 
coverage limits of the participant banks will be swept by SWST either to the CIP account or to a money market fund, dependent on the type of account. A list 
of participant banks is available at www.swst.com. Deposits you may have directly placed with any participant bank should be taken into account when 
assessing your FDIC coverage. If you have a deposit with one of the participant banks that is separate from a balance in the Bank Insured Deposit, please 
notify your broker if the combined deposits are in excess of $250,000.  I acknowledge that I am aware that if I elect or otherwise have cash swept to the 
Bank Insured Deposit, the LIDs Terms and Conditions document will be mailed to me. Information regarding FDIC coverage is available at www.fdic.gov. 
Cash balances invested in the Bank Insured Deposit are not covered by SIPC or excess-SIPC coverage. Please consult your broker, as certain types of 
accounts, including corporations, partnerships and employee benefit Plans may not be eligible to invest in the Bank Insured Deposit. Your broker may 
receive a fee with respect to the Bank Insured Deposits. For more information concerning your cash account options, please contact your broker. For 
complete sweep account disclosures please see our Customer Information Brochure. 
 

 9. Option Account Agreement.  (Please read, fill out and sign the following if you wish to trade options.) 
Investment Objectives 

(See definitions above) 
 Income 

 Speculation 

 

Option Activity Has Been 

 
 No Activity 
 Buying 
 Writing 
 Uncovered (Sales) 

Trade Frequency 

 
 No Trading 
 Infrequent 
 Moderate 
 Active 

Trading Occurred In 

 
 Cash 
 Margin 
 Both 
 Neither 

 
Option Strategy Levels: (Check the strategy level you wish to employ.) 
Level 1: Covered Call Writing – Writing calls fully covered by underlying stock or security convertible into underlying stock or writing puts fully covered                       

by cash. 
Level 2: Level 1 plus buying calls and/or puts. 
 

By signing below, I acknowledge that I have received a copy of the Southwest Securities, Inc. (“SWST”) Option Account Agreement Section of the 
Customer Information Brochure and that I have read, understand and agree to be bound by the terms. I feel that I have sufficient knowledge to invest in 
options and I represent that I will maintain extra awareness due to the short life and price volatility of options. I REPRESENT THAT I AM CAPABLE OF 
EVALUATING, CARRYING AND BEARING THE FINANCIAL RISKS AND HAZARDS OF THE OPTION STRATEGIES THAT I HAVE REQUESTED. I 
further acknowledge that I have read and understand the pre-dispute arbitration clause located on page 7, paragraph 35 of the Cash Account 
Agreement Section of the Customer Information Brochure and agree to resolve any disputes arising out of my account by arbitration. 
 

x______________________________________ 

     Applicant’s Signature  Date 

 

 10. Account Agreement and Special Instructions.  (Please read and sign.) 
 

You hereby request that Your Broker maintain a Brokerage Account in the name(s) listed on this Application. You acknowledge that you have received, read 
and understood the SWS Cash Account Agreement Section of the Customer Information Brochure and you agree to be bound by the terms and conditions 
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of the Agreement that apply to your Brokerage Account, as amended and that you will contact Your Broker regarding any questions that may relate to your 
account. 

 
Under rule 14b-1(c) of the Securities Exchange Act, a broker is required to disclose to an issuer the name, address, and securities positions of 
our customers who are beneficial owners of that issuer’s securities unless the customer objects. If you object to the disclosure of such 
information, please check box: 
 
By signing this Application, you confirm your intention to reinvest cash credit balances held by SWS in your name, and you further confirm that this cash 
credit balance is being maintained in your account solely for the purpose of reinvestment. You acknowledge your understanding that cash balances of up to 
$250,000 are protected by the Securities Investor Protection Corporation (SIPC), but SIPC coverage is not available for funds maintained solely for the 
purpose of earning interest. 

 
"Power of Attorney" not related to limited trading authorization will be accepted if it complies with the POA standards established by Southwest Securities, 
Inc. 
 
"We do not process mistake of fact transactions as the IRS has not provided reporting guidelines for this type of transaction" 
 
Certification of Taxpayer ID Number (Substitute W-9):  Under penalty of perjury, you certify that (1) the number shown on this form is your correct 
taxpayer identification number, and (2) you are not subject to backup withholding because (a) you are exempt from backup withholding, or (b) you have not 
been notified by the Internal Revenue Service (IRS) that you are subject to backup withholding as a result of a failure to report all interest or dividends, or (c) 
the IRS has notified you that you are no longer subject to backup withholding (does not apply to real estate transactions, mortgage interest paid, the 
acquisition or abandonment of secured property, contributions to an individual retirement arrangement (IRA), and payments other than interest and 
dividends). You understand that you must cross out item (2) above if you have been notified by the IRS that you are currently subject to backup withholding 
because of underreporting interest or dividends on your tax return. 

 
Under penalties of perjury, I certify that the above information (including my social security number) is correct. I hereby agree to participate in the IRA offered 
by the Custodian. I acknowledge receipt of a copy of the plan document under which this IRA is established and a copy of the Disclosure Statement with 
respect to this IRA. I direct that all benefits upon my death be paid as indicated above. In the event that this is a rollover contribution, the undersigned hereby 
irrevocably elects, pursuant to the requirements of Section 1.402(a)(5)-IT of the IRS regulations, to treat this contribution as a rollover contribution. The 
Custodian of this account is Southwest Securities, Inc. Notice of revocation must be delivered or mailed to Southwest Securities, Inc. / 1201 Elm Street, 
Suite 3500 / Dallas, TX  75270 / Phone #: (214) 859-1800. 
 
In consideration of the firm accepting an account for me/us, I/We (“I”) acknowledge that I have read, understand and agree to be bound by the SWS Cash 
Account Terms that I acknowledge receiving at the time the account was opened. I further acknowledge that I have read and understand the pre-
dispute arbitration clause located on page 7, paragraph 34 of the Cash Account Agreement Section of the Customer Information Brochure and 
agree to resolve any disputes arising out of my account by arbitration.  I certify that the foregoing client information is accurate and I am aware that the 
information is relied on by the broker in servicing my account. If I experience a material change in circumstances, I will provide my broker with an updated 
application. 
 
 

x______________________________________         ______________________________________ 
  Applicant’s Signature  Date                                      Applicant’s Printed Name 

 
 
 
 
 
 
 

FOR BROKER USE ONLY  
I have received this application and believe the IRA Account is suitable for: � Level 1     Level 2     None 

Characteristics and Risks of Standardized Options Delivered:  ________/________/________ 

Customer Information Brochure Delivered:                                ________/________/________    

Privacy Policy Delivered:                                                            ________/________/________           

Account #:                                                                 SSN: _______________________________ 

Verify receipt of original: _________________________________________________________ 

Office #:                                                                     Rep #: ______________________________ 
 

X 

 Investment Representative’s Signature Date 

  
 Investment Representative’s Printed Name 

 

 
 Copies of all Written Agreements Delivered:                                   _____/______/______ 
 

X__________________________________________________________ 
 Principal’s Signature Date 

   
 Principal’s Printed Name 

X 
 Registered Option Principal Signature Date 

  __________________________________________________________ 
 Registered Option Principal Name 

X 
 Authorized Signature of Custodian Date 

  
 Authorized Printed Name of Custodian 
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