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HSA Adventures: Your Guide to Health Savings Accounts 
Open-Ended Response Answer Key 

1. As a young adult, several factors would influence my decision to open an 
HSA. Firstly, I would assess my current and future healthcare needs and 
expenses. If I anticipate regular medical costs, an HSA could be a smart 
choice. The triple tax advantage of HSAs is particularly appealing because 
it allows me to reduce my taxable income by making contributions, enjoy 
tax-free growth on my savings, and make tax-free withdrawals for qualified 
medical expenses. This combination of tax benefits can help me save more 
effectively for both short-term and long-term healthcare needs. 
Additionally, I would consider my financial situation and the availability of 
an HSA-compatible high-deductible health plan. Overall, the potential tax 
savings and flexibility make HSAs an attractive option for healthcare 
savings. 

2.  Non-qualified withdrawals from an HSA can have significant financial 
consequences. If I were to use HSA funds for expenses that do not qualify 
as qualified medical expenses before age 65, I would face penalties and 
taxes. Specifically, the withdrawn amount would be subject to ordinary 
income tax plus an additional 20% penalty. These penalties and taxes can 
substantially reduce the value of my HSA savings. Therefore, it's essential to 
use HSA funds for qualified medical expenses to maximize the tax benefits 
and ensure that the savings intended for healthcare needs are preserved 
and available when needed. By adhering to the guidelines for qualified 
expenses, I can avoid unnecessary financial penalties and maintain the 
purpose of the HSA. 

3.  Sure! An HSA, which stands for Health Savings Account, is like a special 
savings account designed to help people save money for healthcare 
expenses. It's often paired with something called a high-deductible health 
insurance plan, which means you pay more for medical expenses before 
your insurance starts helping. 

The cool thing about HSAs is that they have some amazing tax benefits. 
When you put money into an HSA, you can actually lower the amount of 
money you have to pay taxes on! Plus, any money you make from investing 
that HSA money also doesn't get taxed. And when you use the money for 
things like doctor visits, prescriptions, or other healthcare stuff, you don't 
have to pay taxes on it either! 
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But there are some things to keep in mind. To use an HSA, you need to have 
that high-deductible health insurance plan I mentioned. And there are rules 
about what you can and can't use the money for. If you use it for non-
healthcare things, you might have to pay taxes and extra fees. 

To get started with an HSA, you'll want to find a bank or financial company 
that offers them. You'll open an account with them and start putting money 
in. Some employers even help by putting money in for you. Just remember, 
it's a good way to save for healthcare costs, but you need to be careful 
and follow the rules! 

4. While HSAs can be a great choice for many people, they might not be the 
best option for everyone. If you don't expect to have many healthcare 
expenses or if you can't afford the high-deductible health insurance plan 
that usually goes with an HSA, it might not be the right fit. 

In such cases, there are other ways to manage healthcare costs. One 
option is to have a regular savings account specifically for healthcare. You 
won't get the same tax benefits as with an HSA, but it can still help you save 
for medical expenses. 

Another option is to explore government assistance programs if you're 
eligible, like Medicaid or the Children's Health Insurance Program (CHIP). 
These programs can help cover healthcare costs for individuals and families 
with lower incomes. 

Additionally, some employers offer Flexible Spending Accounts (FSAs), 
which allow you to set aside pre-tax money for medical expenses. FSAs 
have their own rules, so it's essential to understand them if your employer 
offers one. 

Ultimately, the choice depends on your specific circumstances and 
healthcare needs. It's a good idea to consider all your options and choose 
the one that works best for you and your family. 

 

 

 


