
It can be frustrating to have a year in which medical expenses were high, only to find out they can’t be deducted for 
tax purposes because they did not meet the minimum threshold required (10% of adjusted gross income and 7.5% for 
individuals 65 and older). One way to “deduct medical expenses” every year without meeting the threshold is through 
Medical Flexible Spending Accounts (FSA) and Health Savings Accounts (HSA). 

Medical FSA’s allow you to put pre-tax monies aside through your employer to pay medical expenses such as co-pays, 
prescriptions, eye care, dental expenses, office visits, and much more. Just like the Dependent Care FSA, the money 
that you put into a Medical FSA is subtracted from your paycheck before income tax is calculated. You will avoid paying 
FICA at a rate of 7.65% on that money. This means that if you are in the 25% tax bracket, you can save up to 32.65% 
or $849 if you put in the full amount. You could even save even more on state taxes, an additional 4.95% if you live in 
the state of Illinois. With a FSA you must spend all the money you contribute each year. Most employers give a grace 
period of 3 month to use the money following the end of the end of the year, so this would be March 31st for most. 
With a Medical FSA it is better to estimate an amount that you feel you can easily spend. The current contribution limit 
for 2017 is $2600. The IRS is still determining the maximum limit for 2018. You can see a complete list of FSA approved 
items here. 

HSA’s are a little bit different. To qualify, you need to have a high deductible health insurance plan. Your insurance 
provider or employer will be able to tell you if your current insurance plan is HSA compatible, or if you have access to 
a high deductible plan in the following year. Just like FSAs, the amount you put in a HSA is non-taxable, so you will 
save federal, state, and payroll taxes on your contributions. Great benefits of HSAs are that the money you contribute 
does not have to be spent by the end of the year so it can be built up, most earn interest, and it is portable. For a list 
of qualified HSA items, click here. 

The current HSA contribution limit for 2017 is $3400 single, and $6750 family. For 2018 it will be $3450 single, and 
$6900 family. There is a $1,000 catch up for those over 55 for both 2017 & 2018. 

Keep these two tax savings options in mind when you register for next year’s benefits package. If you have any questions, 
please don’t hesitate to call us! We are here to help!
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You cannot use FSA money to pay for any health insurance premiums, Cobra, or long-term health 
insurance. However, unlike the FSA, you can use HSA money to pay for Cobra and long-term 
health insurance, but not health insurance premiums.
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