2021 · WILL THE DISTRIBUTION FROM MY HSA BE TAX & PENALTY-FREE?
Start Here
Was the distribution used
to pay (or reimburse you)
for an expense to treat or
prevent a physical or
mental illness (doctor
visits, prescription drugs,
etc.)?

Yes

Was the distribution used
to pay for LTC insurance
premiums?

Yes

No

Based on your age (at
year-end), a portion of the
premium can qualify:
40 or under: $450
41-50: $850
51-60: $1,690
61-70: $4,520
71+: $5,640

No

If you are age 65 or over,
was the distribution used
to pay for health insurance
premiums (not including
Medicare supplemental
policies)?

Yes

Was the distribution used
to pay for COBRA or health
insurance premiums when
receiving unemployment
compensation?

No

Yes

No

The expense is a Qualified
Medical Expense (QME).

Was the QME paid (or
reimbursed) by any health
insurance plan or was the
QME claimed as a medical
expense deduction?

Did the distribution occur
when the HSA owner was
age 65 or older, or
disabled?

No
No

Yes

Was the QME incurred by
you or your spouse?

Yes

Yes

No

Sorry, the distribution will
be taxable as ordinary
income and subject to a
20% penalty.

The expense is probably
not a Qualified Medical
Expense (QME).
Sorry, the distribution will
be taxable as ordinary
income, but not subject to
a 20% penalty.
No
Was the QME incurred by
a dependent child who
was under age 19 (24 if a
full-time student), or is
permanently disabled?
Yes

The distribution is tax
and penalty-free.

No

Yes

Was the QME incurred
after the HSA was opened?

There is no time limit for
when a distribution can be
made to pay for a QME
and the money does not
need to be in the HSA at
the time the expense is
incurred.
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ABOUT POWWOW, LLC

We are breaking ground for those unable or unwilling to trade their entire nest egg for advice. As a fee-only fiduciary, we focus on
your goals and make unbiased recommendations on how to improve and move forward. To provide transparency we work strictly
on a project, hourly or membership basis which also allows us to be flexible given your needs and budget. This means that you will
not have to open an account! And we do NOT receive commission or referral fees.
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