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Pros and Cons of an HSA 
A major advantage of an HSA is that any unused funds 
roll over and can accumulate year after year, allowing 
an individual to save for future medical expenses.

However, a challenge exists for individuals as they 
initially move from a traditional, low-deductible 
health plan to a high-deductible health plan and 
HSA, as it takes time to build up the balance in an 
HSA to ensure adequate funds are available to cover 
medical expenses.

A potential solution can be to initiate a tax-free 
rollover from an individual retirement account (IRA) 
to fund the HSA. Here, we examine this option and 
provide insight into whether a rollover might make 
sense for your particular situation.

Annual HSA Rollover Limit
If you have an HSA-eligible, high-deductible health 
insurance plan, you may be eligible to make one tax-
free rollover in your lifetime.

The rollover amount is limited to the maximum 
HSA contribution for the year minus any other 
contributions you’ve made during the year.

Process for IRA Transfer to HSA
The transfer must be considered a direct rollover, 
meaning the IRA holder cannot gain direct access 
to the funds. The best approach is to coordinate 
between the IRA custodian and the HSA custodian 
to ensure the funds are sent directly to the HSA. 

Permitted IRAs
Only certain types of IRAs may be rolled over to an 
HSA. Permitted accounts include traditional IRAs, 
Roth IRAs and, under certain circumstances, SEP 
and SIMPLE IRAs. (SEP and SIMPLE 
IRAs may not be rolled over if they 
have received employer funding 
within the plan year ending 
with or within the tax year 
of the IRA funding.) In 
addition, HSAs may not 
be directly funded from 
a 401(k); however, the 
401(k) owner may roll 
over from a 401(k) to an 
IRA and then roll funds 
from the IRA to the HSA.

It is important to note 
that, while new HSA 
contributions can be made 
until the tax-filing deadline, an 
IRA-to-HSA rollover counts within 
the calendar year it is made. 

Eligibility Rules for Rollover
The IRA-to-HSA rollover includes a testing period 
that requires you to remain eligible for your HSA 
for 12 months following the transfer. This means 
you must stay in your HDHP at least until the 
testing period expires. If you don’t remain eligible 
(for example, you switch to a non-HDHP), you’ll 
need to include the money you rolled over as 

For many people, health savings accounts (HSAs) provide an affordable way to pay for 
medical expenses. To make pre-tax contributions to an HSA, you must be enrolled in a 
high-deductible health plan. You can use your HSA to pay for qualified medical expenses.

Should You Roll Over  
an IRA to an HSA?
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income when you file your taxes. In addition, the 
amount will be subject to a 10% penalty.1

What Makes the Most Sense?
As with most financial decisions, the answer to the 
question of whether an IRA-to-HSA rollover makes 
sense depends on your specific financial situation 
and objectives. If it would take you a significant 
amount of time to build up your HSA, it could 
make sense to initiate a rollover to ensure you 
have adequate funds available to pay for medical 
expenses. For clients nearing retirement, building up 
a balance in an HSA can provide another “bucket” of 
money for health care expenses in retirement. Note 
that at age 65 or if you have a disability at any age, 
you can use money from your HSA to pay for non-
medical expenses. Keep in mind you’ll pay taxes on 
those distributions.

On the other hand, if you have enough money to 
directly fund the HSA without initiating a rollover, 
it is often wise to do so. Common sense (and most 
advisors) would encourage us to save as much as 
possible in tax-advantaged accounts. Therefore, for 
individuals who are able, it is advised to leave an 

IRA as is and use other funds to build 
up the HSA.

With regard to which type of 
IRA to roll over, it is often 
better to roll over money 
from a traditional IRA 
rather than a Roth IRA. 
Because Roth IRAs are 
funded with after-tax 
contributions, those 
contributions can be 
withdrawn tax and 
penalty free at any 
time. Traditional IRA 
contributions, on the 
other hand, are subject to 
taxes and potential penalties 
upon withdrawal.

Consult With an Advisor
At Mariner Wealth Advisors, we can help you 
evaluate whether an IRA-to-HSA rollover makes 
sense for you. 

For more information visit: marinerwealthadvisors.com
1 “Transferring IRA Money to an HSA”
The views expressed regarding IRA Rollovers are for commentary purposes only and do not take into account any individual personal, 
financial, or tax considerations. It is not intended to be a solicitation to buy or sell or engage in a particular investment strategy. Before 
initiating a rollover, please consult with a financial or tax professional and ensure you consider all your available options, including applicable 
fees and features, before moving your retirement assets.
Mariner Wealth Advisors (“MWA”), is an SEC registered investment adviser with its principal place of business in the State of Kansas. Registration 
of an investment adviser does not imply a certain level of skill or training. MWA is in compliance with the current notice filing requirements 
imposed upon registered investment advisers by those states in which MWA maintains clients. MWA may only transact business in those states 
in which it is notice filed or qualifies for an exemption or exclusion from notice filing requirements. Any subsequent, direct communication 
by MWA with a prospective client shall be conducted by a representative that is either registered or qualifies for an exemption or exclusion 
from registration in the state where the prospective client resides. For additional information about MWA, including fees and services, please 
contact MWA or refer to the Investment Adviser Public Disclosure website (www.adviserinfo.sec.gov). Please read the disclosure statement 
carefully before you invest or send money.
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