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FOR EMPLOYEES 

What is the benefit of having an HSA? 

 

HSAs are known for having the triple-tax advantage: money goes in tax-free, it grows tax-free, and is 

taken out for qualified medical expenses tax-free. For example, if you have a $100 medical cost and 

you’re in the 32 percent tax bracket, that bill really only costs you $68, because the payment for that 

medical expense is excluded from your taxable income.  

 

If I don’t spend the money in my HSA, do I forfeit it? 

 

The LIMRA study showed 2-in-5 Americans thought they would lose the money at the end of the year, 

but the truth is that—unlike with FSAs—the money stays in the account because it belongs to the 

employee. It works like a 401(k), where the employee makes a contribution and the employer may also 

make a contribution.  

 

What can I use the money for? 

 

Funds must be used for approved medical expenses found in IRS Code 213. People can’t contribute to an 

HSA once enrolled in a Medicare plan, but HSA dollars can be used to pay for Part B premiums, Part C, 

and Part D prescription plans, as well as long-term care insurance. 

 

Can I use the money for non-health expenses? 

 

Yes, but it would be subject to income tax rules. Moreover, if you’re under age 65, you would need to 

pay a 20% penalty tax on the amount withdrawn. 

 

Can HSA dollars be invested in the stock market? 

 

It depends upon the arrangement. Right now, most people use HSAs as a checkbook for current medical 

expenses and don’t see it as an opportunity for assets to grow tax-free. Some HSA arrangements have a 

cash threshold employees must meet before they can move money into investments. According to 

Devenir, $27.5 billion was contributed to accounts in 2017, $22.5 billion was withdrawn, and only about 

$5 billion, or 18 percent of assets, were held in accounts and not used for medical expenses.  

 

And I can use this money in retirement? 

 

Yes. A couple retiring in 2017 will need $275,000 on average to pay for medical expenses, Fidelity 

Investments reported last year. It’s a lot of money, and HSAs provide an option to consider when saving 

for and paying out medical expenses in retirement. A person would need to save less in an HSA account 

for retiree health expenses than they would in a traditional 401(k), because there would be no tax 

payment on the money withdrawn from the HSA. In a traditional 401(k), money is deposited tax-free 

and grows tax-free but it is subject to income tax rules when withdrawn.  

 

https://www.law.cornell.edu/uscode/text/26/213

