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What is a Health Savings Account?

A Health Savings Account (HSA) is a tax-advantaged savings account designed to help individuals pay for qualified medical 
expenses.  HSA contributions do not have to be spent in the year funded and usually can be invested.  This allows the HSA 
account to grow over time.   Since Health Savings Accounts are funded with pre-tax dollars, grow tax-free, and allow tax-free 
withdrawals for qualified medical expenses, these are the most tax efficient savings vehicles available under the U.S. tax code.  

Why HSAs are Called “Triple Tax Exempt”?

HSAs are often referred to as “triple tax-exempt” because 
they offer three distinct tax advantages:

1.	 Contributions: Contributions are made with pre-tax 
dollars, reducing your taxable income. Employer con-
tributions are also tax-free.

2.	 Growth: Funds within the account grow tax-free. This 
includes interest, dividends, and capital gains from 
investments.

3.	 Qualified Withdrawals: Distributions used for quali-
fied medical expenses are tax-free. 

HSA Account Basics

Who Qualifies for an HSA Account? 

	✓ You must be enrolled in a High Deductible Health 
Plan (HDHP). 

	✓ You cannot be enrolled in Medicare.

	✓ You cannot have other health coverage that is not an 
HDHP.

	✓ You cannot contribute to a general-purpose FSA 
(though some limited-purpose FSAs, typically for 
dental and vision, may be allowed).

	✓ You cannot be claimed as a dependent on someone 
else’s tax return.

	✓ Certain VA benefits may impact eligibility. These benefits make HSAs a powerful financial planning 
tool.  However, be aware of the penalties for non-medical 
withdrawals before the age of 65, as that amount would be 
subject to ordinary income tax and incur a 20% penalty.   
After age 65, non-medical withdrawals are taxed as ordi-
nary income, but no longer incur the penalty.

Your Guide to Tax-Advantaged 
Healthcare Savings

Please note that some states, like New Jersey and California, have different 
tax laws and do not fully recognize the same federal tax treatment for HSAs, 
so state tax treatment may differ.
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✓ Unlike Flexible Savings Accounts (FSAs) which are
fully funded at the beginning of each year, HSA
accounts receive funds only as they are contributed.

✓ HSAs are particularly effective for households with
minimal expected health expenses.  Unspent HSA
savings can be invested for long-term medical
expenses.

✓ Families who can afford to pay medical expenses
out of pocket may consider investing their HSA
funds rather than spending them upfront.

✓ There are no income caps for contributing, making
it an excellent investment option for high earners.

Considerations
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Explore Strategies to Maximize Your Savings.
Whether you’re new to HSAs or looking to maximize your benefits, our Financial Plan-
ning Committee is here to help. Reach out or visit our website to learn more and start 
maximizing your savings today.

Please remember that past performance may not be indicative of future results.  Different types of investments involve varying degrees of risk, and there can be no assurance that the future performance 
of any specific investment, investment strategy, or product (including the investments and/or investment strategies recommended or undertaken by Withum Wealth Management (“WWM”), or any 
non-investment related content, made reference to directly or indirectly in this newsletter will be profitable, equal any corresponding indicated historical performance level(s), be suitable for your 
portfolio or individual situation, or prove successful.  Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or 
positions. Moreover, you should not assume that any discussion or information contained in this newsletter serves as the receipt of, or as a substitute for, personalized investment advice from WWM.  If 
you are a current WWM client, please remember to contact WWM, in writing, if there are any changes in your personal/financial situation or investment objectives for the purpose of reviewing/eval-
uating/revising our previous recommendations and/or services, or if you would like to impose, add, or to modify any reasonable restrictions to our investment advisory services. WWM shall continue 
to rely on the accuracy of information that you have provided.   WWM is neither a law firm, nor a certified public accounting firm, and no portion of the newsletter content should be construed as legal 
or accounting advice.  A copy of WWM’s current written disclosure Brochure discussing our advisory services and fees continues to remain available upon request.
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2025 HSA & HDHP Contribution & Coverage Limits

High Deductible Health Plan Details

Category Contribution Limit Minimum Deductible Maximum Out of Pocket Limit

Individual $4,300 $1,650 $8,300

Family $8,550 $3,300 $16,600

Catch-Up (55+) +$1,000 - -

To qualify for an HSA, you must be enrolled in an HDHP, which also has specific minimum deductible and maximum out-
of-pocket limits. 

Final Thoughts

HSAs can be an excellent way to save for medical expenses 
while also enjoying significant tax benefits.  They are ver-
satile accounts that allow you to pay for current healthcare 
needs or grow a tax-advantaged nest egg for future med-
ical expenses.  However, they require careful planning to 
maximize their benefits.  If you’re considering an HSA, 
take time to evaluate your healthcare needs, cash flow, and 
long-term goals. 

For more information, stream our 
podcast episode, ‘Maximizing Your 
Health Savings Account’ - available 
now!

https://youtu.be/o4_IDxl1b2I

