
Maximize your health savings 
with an HSA
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Health savings accounts, or HSAs, are a great way to manage 
healthcare costs while benefitting from tax savings. Whether 
you’re considering opening an HSA, managing your existing account, 
or stepping in to assist with a parent’s HSA, it’s important to 
understand how these accounts work to maximize benefits and 
avoid unnecessary taxes and penalties.

Understanding HSAs
An HSA is a tax-advantaged savings account for individuals with high-deductible 
health plans. 

You make pre-tax contributions to the HSA and then use the funds to pay for qualified 
medical expenses as they arise. Funds in the HSA may be invested and grow tax-free.

Much like tax-advantaged retirement accounts, HSAs have annual contribution limits. 
For 2024, an individual can contribute up to $4,150. If the HSA is for a family, $8,300 
can be contributed. If you’re over 55, you can contribute an additional $1,000 annually. 

Eligibility
An HSA can only be used in conjunction with a high-deductible health plan. In 2024, a 
high-deductible health plan must have a minimum deductible of $1,600 for individuals 
and $3,200 for families, and a maximum out-of-pocket limit of $8,050 for individuals 
and $16,100 for families.

To qualify for an HSA, you can’t be covered by any other healthcare plan besides the 
high-deductible health insurance plan you selected. You can’t be covered by a spouse’s 
insurance or Medicare. 

Also, you won’t qualify for an HSA if someone else claims you as a dependent or you have 
other medical savings accounts like a flexible spending or health reimbursement account. 
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Benefits
HSAs are a tax “triple threat” for owners because contributions are tax-deductible, 
growth is tax-free, and withdrawals for qualified expenses are tax-free.

Unlike flexible spending accounts, HSAs aren’t “use it or lose it.” The funds roll 
over from year to year, allowing owners to amass considerable savings. They’re also 
portable, so you can keep using your HSA even if you change jobs or insurance carriers. 

If you have a change in your health plan and no longer qualify for an HSA, your existing 
funds will continue to grow and can be used for eligible expenses in the future. You 
just won’t be able to make new contributions. 

HSAs are also widely accessible. Even if you’re self-employed or your workplace 
doesn’t offer an HSA, they are available at most major financial institutions. 

Qualified medical expenses
You can only spend the funds on qualified medical expenses. Otherwise, you might 
incur unnecessary taxes or penalties. Fortunately, qualified medical expenses include a 
wide range of items like: 

• Prescription medications

• Certain over-the-counter items

• Co-pays

• Medical equipment like wheelchairs or hearing aids

• Long-term care services 

• Dental and vision care

Essentially, any expenses that would qualify for the medical expense deduction are 
considered qualified medical expenses for an HSA. The IRS provides a list of qualified 
expenses in Publication 502 on their website.
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If you withdraw funds from an HSA for non-qualified expenses and are under age 65, 
the withdrawn amount will be subject to income taxes and a 20% penalty. If you’re over 
the age of 65, the withdrawn amount will be subject to income taxes but not penalties. 

Keep records and receipts
Organized recordkeeping is always essential for tax purposes. Be sure to save medical 
records and receipts in an accessible location for quick retrieval if needed. 

Many HSAs offer a debit card for direct payments. This can be the quickest way to pay 
for medical expenses and may help streamline your recordkeeping.

If you pay out-of-pocket for a qualified medical expense, you can get reimbursed 
from the HSA if the expense happened after the HSA was established and was not 
previously claimed as a tax deduction.

Maximizing the benefit of an HSA
An HSA account owner should maximize usage of the HSA for all qualified medical 
expenses during their lifetime.  

HSA funds can be passed down through an inheritance. However, unless the 
beneficiary is the account owner’s spouse, those funds will be treated as taxable 
income to the beneficiary. For many adult children, the tax burden of an inherited 
HSA can be considerable. 

It’s common for adult children to help manage their parents’ affairs later in life. In this 
scenario, it’s important for adult children to be aware of the existence of the HSA, 
especially if the parent suffers a serious health decline. 
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If you’re unsure whether your parent has an HSA and your parent is not in a position 
to assist, it can help to check their financial statements or contact their employer 
or insurance carrier. Look at financial statements for evidence of any HSA accounts, 
balances, or contributions. This is where you may find HSA information if your parent 
was self-employed or enrolled in an HSA not offered by their employer. Look for health 
insurance documents or statements from their insurance carrier. Their insurance carrier 
could likely tell you if they had a high deductible health plan or an HSA. If you do not 
have legal authorization to access this information, you may need to seek guidance or 
assistance from an attorney experienced in elder law. 

If the HSA is sizeable and there aren’t enough qualifying medical expenses to deplete 
the account, it’s worth speaking with a financial advisor. For account owners over 65 
with minimal tax obligations, withdrawing HSA funds during their lifetime could be a 
strategic move. The tax liability on a non-qualified withdrawal by the parent may be 
less than the tax liability on an inherited HSA.

Finally, remember that an ounce of prevention is worth a pound of cure. If these 
conversations haven’t happened yet with your loved ones, it’s never too early to 
start. Having a plan can reduce stress during challenging times and help avoid 
unnecessary taxes.
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Final Thoughts

HSAs are a valuable tool for managing healthcare costs 

and offer significant tax advantages - but you need to 

understand how to use them effectively. 

If you want to gain more insights into an HSA for yourself 

or a family member, please contact our office to speak with 

one of our expert advisors. 
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About Olsen Thielen
Olsen Thielen is a full service accounting and consulting firm, and a “Top 25” firm in Minneapolis and 
St. Paul, Minnesota. We focus on providing top quality solutions for our clients through our traditional 
accounting and tax services, as well as non-traditional services like valuations, business succession 
planning,  employee benefits and human resources consulting, back-office cloud accounting solutions, 
estate, gift and financial planning, and fraud and forensic accounting.

Olsen Thielen was founded on the belief that personal attention, trust, and quality service were the key 
elements to helping our clients succeed.  As we celebrate our centennial, that commitment remains 
stronger than ever.  Our longevity and growth can be attributed to building strong relationships with our 
clients and continuing to earn their trust.

Olsen Thielen
Roseville Office:
2675 Long Lake Road
Roseville, MN 55113

Eden Prairie Office:
300 Prairie Center Dr. Ste. 300
Eden Prairie, MN 55344

Roseville: 651-483-4521
Eden Prairie: 952-941-9242

resources@otcpas.com

http://www.otcpas.com


