
The Internal Revenue Code permits folks who have high deductible health care plans to establish, 

and make tax-favored contributions to, a Health Savings Account (HSA), as long as they are not 

carrying any other coverage that would pay for health care that’s also covered under the high-

deductible plan. If this is you, we hope you are taking advantage of this great tool. 

1. Health savings accounts (HSAs) provide triple tax benefits
You read that right—HSAs are the only savings vehicles that offer triple tax benefits. First, 

contributions are tax-deductible. Second, assets inside the HSA grow tax-free, just like your IRA. 

And third, distributions, if used for medical expenses, are also tax-free. Be aware, “qualified 

medical expenses” is defined in the Code, so your purchases must comply.

2. No annual required distributions and no loss of contributions
There is no obligation to withdraw funds from an HSA by the end of the current year, so no need 

to buy yet another spare pair of glasses. Rather, HSA funds can be accumulated for future health 

care needs. The accumulated funds can stay invested, and the growth and earnings are tax-free.

3. Annual contribution limits can be higher than IRAs
The 2020 contribution limit to an individual HSA is $3,550 and to a family HSA is $7,100. The 2020 

IRA contribution limit is $6,000, and for those aged 55 or older, both HSAs and IRAs offer an 

additional “catch-up” contribution limit of $1,000. Now, we love our IRAs, too, but if you can swing 

it, don’t leave money on the table—max out your HSA.
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4. Withdrawals can be used to pay some insurance premiums 
One of the few guaranteed health care expenses in retirement are medical insurance premiums. 

HSAs can be used to pay for both Medicare Part A and Part B premiums, copays, and deductibles. 

HSAs can also be used to pay for qualified long-term care premiums and expenses. And if you’re 

in a bind or between jobs, you can use your HSA monies to pay for COBRA. 

5. No penalty tax upon attaining age 65
Don’t be worried about overfunding an HSA. Upon attaining age 65, distributions not used for 

medical expenses are no longer subject to the 20% penalty tax that applies to those distributions 

prior to attaining that age. While we don’t necessarily recommend using an HSA for non-medical 

expenses, in this regard, it’s no worse than a traditional IRA or 401(k)—you’ll receive a tax 

deduction for the contributions, earnings within the account are tax-free, but the distributions 

are subject to income tax.

 

To learn more, visit us at Glenmede.com.
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