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Confused about Health Savings Accounts 
and the health plans  associated with them? 
You’re not alone. 

Understanding 
your HSA

Every year, more people choose a health plan that can be 
paired with a Health Savings Account (HSA). These plans go by 
many names, but they all come  with a higher deductible—and, 
typically, a lower premium—than other health plans.

An HSA allows you to save money on a pretax  basis to pay for 
qualified medical expenses, but  it also can be an effective long-
term savings vehicle  to help cover health care expenses in 
retirement. 

More than half of HSA owners don’t understand key features 
associated with the accounts.1 If you want to know more about 
HSAs and eligible health plans, this primer should help you 
understand the basics. 

Your employer may make a contribution, either as a lump sum at the beginning 
of the year or in smaller amounts throughout the year.

You make pretax contributions from your paycheck, typically in small  amounts 
throughout the year. You may change your contribution at least once a month.

When you have a qualified medical expense, you can 
use your HSA to pay for it or you can pay from another 
source and save your HSA money for the future.

How the money works 

MONEY  
NOT SPENT 
What you don’t 
use this year is 
yours to keep, 
even if you leave 
your current job. 
You can save and 
invest it for the 
future. 

What’s 
an HSA 
An HSA is a tax-
advantaged account 
individuals can 
establish to pay for 
qualified medical 
expenses. It is only 
available if you choose 
an eligible high-
deductible health 
plan, are not enrolled 
in Medicare, have no 
other health 
coverage*, and can’t 
be claimed as a 
dependent on 
someone else’s tax 
return.

After you sign 
up for an 
HSA-eligible 
health plan, 
be sure to 
open your 
account  if 
you need to. 

MONEY IN

MONEY OUT

75%
of employers 

contribute money 
to their employees’ 

HSAs2
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Using your HSA and health plan

There is generally no charge for preventive care such as physicals, well-child visits, and vaccinations. When something else comes up:

GET CARE 
To keep costs down, 
visit a provider in your 
health plan’s network, 
whether it’s a doctor’s 
office, lab, or other 
facility. Show your 
insurance card. You 
may have to pay your 
copay or coinsurance 
at the time of your 
visit. 

WATCH THE MAIL
Look for these two 
things: a bill from your 
provider and an 
explanation of 
benefits from your 
insurance carrier. 
Make sure the amount 
you owe matches.   

PAY THE BILL
You can use the funds 
in your HSA, or pay 
out-of-pocket and 
allow your HSA 
investments to stay in 
your account and 
grow. (Keep your 
receipts if you think 
you will want to 
reimburse yourself in 
the future.)  
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In 2021 ... 

Tax benefits 

Why fund an HSA if you’re only going 
to spend the money this year 
anyway? Isn’t that a hassle? Without 
an HSA, you’re paying taxes on that 
money when you don’t have to. HSAs 
let you save money three ways:3

When you contribute
You don’t pay tax on that money

As the money grows
If you invest what you don’t use,  you 
aren’t taxed on the earnings

When you pay your bills
Withdrawals used to pay for qualified 
medical expenses are tax-free for 
federal tax purposes.

Look beyond your deductible

Many people fear the potential cost of a higher 
deductible. But that shouldn’t be your only 
consideration in choosing a health plan. 
Consider these potential savings as well:

Lower premiums 
Your premium likely is lower for an HSA-eligible 
health plan than it would be for a traditional 
health plan, saving you money over the course 
of each year. 

Tax savings
If you use your HSA for qualified medical 
expenses you’ll be paying your deductible with 
pretax money, and if you invest what you don’t 
spend,  your balance has the ability to grow tax-
free into retirement.

An HSA-eligible health plan 
must have a deductible The most you can  Catch-up contribution 

of at least:  contribute to your HSA: for those age 55+:

  Individual $1,400 $3,600 $1,000

  Family $2,800 $7,200 $1,000

YOUR SAVINGS

HSA contribution

Potential  tax savings
 (based on 24% federal  
income tax rate)

$7,200

$1,728
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* Under IRS rules, you (and your spouse, if you have family coverage) 
generally can’t have any health coverage other than an HDHP. However, 
you can still be an eligible individual even if your spouse has non-HDHP 
coverage provided you aren’t covered by that plan. You can have 
additional insurance that provides benefits only for the following items: 
liabilities incurred under workers’ compensation laws, tort liabilities, or 
liabilities related to ownership or use of property; a specific disease or 
illness; a fixed amount per day (or other period) of hospitalization. You can 
also have coverage (whether provided through insurance or otherwise) for 
accidents, disability, dental care, vision care, and long-term care. 
1 Online survey conducted among a demographically representativ eU.S. 
sample consisting of 4,000 adults, 18 years of age and older. Fidelity 
sponsored this study which was conducted by CARAVAN®, and 
interviewing for this survey was completed in October 2018, by ORC 
International, which is not affiliated with Fidelity Investments. Included in 
the analysis were 1,128 respondents enrolled in an HSA-eligible health 
care plan. The results of this survey may not be representative of alladults 
meeting the same criteria as those surveyed for this study.

2 Kaiser Family Foundation Employer Health Benefits Survey, 2019. 
3 With respect to federal taxation only. Contributions, investment earnings, 
and distributions may or may not be subject to state taxation. The triple 
tax advantages are only applicable if the money is used to pay for 
Qualified Medical Expenses as described in IRS Publication 969. Please 
see a tax advisor with respect to your specific situation.
4 Fidelity HSA account holders who have had an account for 5-10 years, as 
of 6/30/2020. 

This information is intended to be educational and is not tailored to the 
investment needs of any specific investor. 

Fidelity does not provide legal or tax advice. Consult an attorney or tax 
professional regarding your specific situation.

Keep in mind investing involves risk, including the risk of loss. 

© 2020 FMR LLC. All rights reserved .830755.8.2

Getting started

Once you’ve chosen an HSA-eligible health 
plan, here’s how to get started: 

Open your HSA
Some employers will automatically open your  
account, but not all of them. If you don’t have 
an account, you  could miss out on your 
employer’s contribution. 

Decide how much to contribute
If you can fully fund  your HSA, that’s great. If 
not, you may want to: 
• Start by contributing the amount you may

be saving in  premiums if you are switching
from a traditional health plan.

• Calculate what you think you will spend out
of pocket for  your deductible, copays, or
coinsurance and save at least  enough to
cover that.

Save and invest for the future
If you don’t spend all the  money in your HSA 
this year, you may be able to invest it so it can 
 potentially grow for the future—even into 
retirement. Over time,  what you don’t use 
could really add up. 

Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
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$9,155
Average HSA 

balance for those 
who have had  
an account for  

5-10 years4


