What is a Health Savings
Account?

Retirement and Health Care Savings Ideas
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WHAT ARE THE BENEFITS OF A HEALTH SAVINGS ACCOUNT?

Did you know that health care costs are among the top retirement
concerns for employees? Related anxiety can lead your older employees
to delay retirement, which may cause additional financial stress and
reduce workplace productivity.1 So, what if there were a way to help
manage employee concerns and offset ever-rising health care premiums?
In this article, we aim to answer the most frequently asked questions
about Health Savings Accounts (HSAs) and discuss how this triple tax
saving benefit may help your employees save for retirement. HSAs
are a powerful, yet traditionally underutilized, investment tool.
CHART 1

Percentage of Covered
Workers Enrolled in an
HSA-Qualified HDHP

Chart Source: Kaiser/HRET Survey
of Employer-Sponsored Health
Beneﬁts, 2006-2016

Every year, more people enroll in a high-deductible health insurance
(HDHP) plan making them eligible for an HSA. According to Kaiser Family
Foundation’s annual employer survey, from 2006 to 2016, workers enrolled
in HSA-qualfied high-deductible health plan (HDHP) grew from 2% up to
19%. That is a 950% growth rate!2

The steady rise in this type of plan presents an opportunity
for employers to combat increasing health care premiums
and promote additional savings for employees!

1 PricewaterhouseCoopers LLP. “Employee Financial Wellness Survey” (2017): PWC. April 2017
2 Kaiser Family Foundation. “Employer Health Beneﬁts Annual Survey.” Sept. 2016.
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WHAT IS A HDHP?

HSA contributions
are tax-deductible,
grow tax-free,
and withdrawals
for qualified
medical expenses
are tax-free!

Traditionally speaking, the higher the deductible-- the lower the premium.
An HDHP is a health plan with a higher deductible that combines an
HSA or a Health Reimbursement Arrangement (HRA) with traditional
medical coverage. It is an account that provides insurance coverage
and a tax-advantaged way to help save for future medical expenses.

WHAT IS AN HSA?
A health savings account (HSA) is a special account that allows eligible
employees to set aside, invest and withdraw tax-free money to pay
for qualified medical expenses. To be eligible to open an HSA, an
employer must offer a high-deductible health plan and the employee
must enroll in the plan. HSAs offer a trifecta of tax benefits, allow for
annual rollovers and can be utilized as a powerful savings vehicle.

LEVERAGING THE POWER OF AN HSA
Health Savings Accounts can be used as a powerful investment vehicle.
They are unique in that contributions are tax-deductible, grow taxfree, and withdrawals for qualified medical expenses are tax-free!
CHART 2

Tax benefits of HSAs vs.
retirement accounts

Unlike Flexible Spending Accounts, there’s no “use it or lose it”
clause. HSA funds can be rolled over from year to year, which could
offer a solution for the 60% of employees that identify health
issues and health care costs as a major concern in retirement.3

MONEY IN

TYPES OF ACCOUNTS

MONEY OUT

NOT TAXED

Traditional 401(k)

TAXED

TAXED

Roth 401(k)

NOT TAXED

NOT TAXED
NOT TAXED

HSA

If used for approved
medical expenses
TAXED
If used for non-medical
expenses

TIP: Early birds build bigger nest [eggs]. Employees that start
using HSAs early in life, and don’t actually need the money for
medical expenses, have the opportunity to build up a large nest egg
for later in life when your healthcare needs are likely to rise.

3 PricewaterhouseCoopers LLP. “Employee Financial Wellness Survey” (2017): PWC. April 2017.
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MAXIMIZING HSAS
Health savings accounts are just one of the available tools to offer your
employees. To maximize an HSA, it’s important to remember that HSA,
401(k) and IRA contributions all fill separate “buckets” and have their
own limits (see HSA limits chart below). Employees have the option to
max out all three accounts, but, not everyone can set that much aside.

HSA Limits4

2018 vs. 2017 HSA Contribution Limits
2018

2017

Change

Single

Family

Single

Family

Single

Family

Minimum Deductible

$1,350

$2,700

$1,300

$2,600

+$50

+$100

Maximum Out-of-Pocket

$6,650

$13,300

$6,550

$13,100

+$100

+$200

Contribution Limit

$3,450

$6,900

$3,400

$6,750

+$50

+$150

55+ Contribution

$1,000

$1,000

$1,000

$1,000

No change

IDEAL SCENARIOS
HSAs are extremely attractive, as they can lower premiums and offer
tax advantages for both employees and employers. However, health
savings accounts are not for everyone. With a HSA-qualfied highdeductible health plan, your employees will experience a health care
deductible increase, so a physically healthy workforce is ideal. To take
full advantage of this option, your employees would ideally max out
their 401(k) first, then contribute to their HSA. For this to be a viable
option for your company, your workforce should be comprised of a
number of Highly Compensated Employees (HCEs) that are interested
in accelerating their savings to utilize for future health care needs.

COMMUNICATION + SUPPORT
Understanding the pros and cons of this unique option is
critical when determining if this benefit is right for your
company. As always, communication and education are key
components of making any employee benefit a success.
At Synergy Financial Group, we aim to provide resources and support that
enhance your corporate benefit package. We have the knowledge and
experience to design custom strategies that fit your company objectives and
are happy to assist in employee education meetings. For more information
on HSAs, reviewing your health insurance premiums, and/or general
questions about retirement plans, please contact us today for a conversation.
Download your free HSA Benefits Infographic to help start the conversation
about health savings accounts with your employees. [Link to Concerned
about Health Care in Retirement Infographic Tracking number # 1-662456]

4 Miller, Stephen. “IRS Sets 2018 HSA Contribution Limits.” May 2017.
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