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 Explaining pros and cons of Health Savings Account 

 

 

 
 

 

Q: I’m 45 and have been 

healthy all my life. My 

employer is offering a Health 

Savings Account. What’s the 

best way to decide if I should 

participate? 

 

A: Health savings accounts 

(HSAs) have been around for 

more than a decade and only 

recently have become more 

popular.  

 

Contributions to HSAs aren’t 

subject to federal income tax, 

but they are subject to Social 

Security and Medicare taxes. 

The U. S. Department of the 

Treasury originally created 

these plans as an opportunity to 

save for medical expenses in a 

tax-preferred manner.  

 

HSAs MUST be accompanied 

by high deductible health 

insurance plans. The minimum 

deductible is $1,300 for 

individuals and $2,600 for a 

family.  If you lose insurance or 

no longer have a high 

deductible plan, you can keep 

your HSA but no longer 

contribute to it. 

 

The annual contribution limit 

for HSAs is $3,350 for 

individuals and $6,650 for a 

family. The catch-up for over-

55 year olds is $1,000.  

The default for a HSA is usually 

a cash account. HSAs can also 

be invested in money markets, 

mutual funds, stocks, bonds, 

etc. This may provide a healthy 

person an opportunity for an 

additional investment using tax-

deferred growth.  

 

If you don’t need your HSA for 

medical expenses, you can 

withdraw funds from it any time 

after you turn 65 and pay 

ordinary income tax, much like 

an IRA or 401(k). Meanwhile, 

there are no annual 1099s while 

you’re in your peak earning 

years, and no Required 

Minimum Distributions in your 

older years. 

 

If you decide not to pay your 

medical expenses from the 

HSA, be sure to save your 

receipts. You can claim all of 

your old receipts (as long as the 

qualified medical expenses 

occurred after your HSA was 

opened) and take a tax-free 

withdrawal later. 

 

HSA qualified medical 

expenses include most 

alternative therapies like 

acupuncture, chiropractic care, 

and fertility enhancement. 

These accounts can also be used 

for dental expenses, service 

animals, car adaptions, and 

lead-based paint removal. Read 

the fine print. If HSA funds are 

used and the expenses don’t 

qualify, the distribution is 

subject to ordinary income tax 

plus a 20% penalty. 

A HSA may be used for a 

spouse or dependent’s medical 

expenses. COBRA, Medicare 

and Long Term Care Insurance 

premiums can be paid from 

HSA accounts. Other health 

insurance premiums may only 

be paid if the insured is 

receiving unemployment 

compensation. 

 

HSAs are effective savings 

vehicles for most medical 

expenses. The extra benefit is 

the tax deferral. If you’re 

healthy and a high deductible 

health insurance plan makes 

sense for you, a HSA will 

probably make sense too. 

 
Mary Ellen Baldwin, CFP® is an 

independent, fee-only registered 

investment advisor at Baldwin and 

Associates, located in Indian 

Harbour Beach. You can contact 

her at 321-428-4555 or 

Mary@MEBaldwin.com. Send 

your financial questions to 

Business@floridatoday.com. 
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