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Health Savings Accounts 
Come Up Short 
By Elyse Umlauf-Garneau 
 
The Washington, D.C.-based Employee 
Benefit Research Inst itute (EBRI) has a 
bit of sobering news for those 
intending to rely heavi ly on a Health 
Savings Account (HSA) to fund medical 
costs in ret irement.  

HSAs  (for more about HSAs, see, 
http://treas.gov/offices/public-affairs/hsa)were 
designed to al low people to save in a 
tax-advantaged way for health costs.  

Such accounts require part ic ipants to 
be covered by a high-deductible health 
insurance pol icy. They then can direct 
money to an HSA and use the funds to 
pay for both current and future medical 
costs.  

EBRI assessed how effect ively HSAs 
can generate the necessary funds to 
pay for health insurance premiums and 
out-of-pocket expenses for health care 
during ret irement.  
 
The Apri l  2010 report 
(http://www.ebri.org/pdf/notespdf/EBRI_Notes_0
4-Apr10.HSAs-TaxExpends1.pdf) found that 
contr ibut ion l imits and low interest 
rates l imit the abi l i ty of HSAs to grow 
large enough to cover ret iree health 
expenses.  
 
One example the research offers:  
 
Based on current interest rates, i f  a 
55-year-old in 2009 contr ibuted $3,000 
to an HSA and the $1,000 catch-up 
contr ibut ion each year for 10 years, a 

total of $48,300 would be in the 
account after 10 years at a 2 percent 
interest rate. At an interest rate of 5 
percent, $55,100 would be accumulated 
at the end of 10 years. 
 
Yet that 55-year-old man, who would 
reach age 65 in 2019, would need 
between $144,000 and $290,000 in 
2019 to (depending upon his use of 
prescript ion drugs in ret irement) to 
have a 50 percent chance of being able 
to 
cover premiums and out-of-pocket 
expenses for Medigap and Medicare 
Part D. 
 
“One of the diff icult ies in using an HSA 
to save money for premiums and out-
of-pocket expenses during ret irement 
is that contr ibut ions to the HSA are 
l imited by law,” said Paul Fronst in of 
EBRI, author of the report. “As a 
result , the savings needed for ret iree 
health care far exceed the savings 
potent ial of an HSA.” 
 
Ret irement readiness 
Making the transit ion between work 
and ret irement is the focus of a new 
MetLife Mature Market Insti tute study 
and workbook.  
 
Though f inancial preparedness is 
important, a smooth transit ion to 
ret irement entai ls more than just 
dol lars and cents, according to the 
study 
(http://www.metlife.com/mmi/research/retiremen
t-readiness-index.html#findings)  MetLife 
Retirement Readiness Index: Are 
Americans Prepared for the Transit ion? 
 



It asked respondents to determine 
their progress on several key issues, 
such as when they' l l  ret ire and if  they' l l  
work part-t ime in retirement and how 
they' l l  balance leisure and work in 
ret irement. Addit ional topics included 
how ret irement would affect 
relat ionships and the amount of money 
they have and would need.  
 
One takeaway for pre-ret irees is the 
importance of advance planning.  
 
After al l ,  the study found that only a 
third (35 percent) of  45- to 49-year-
old respondents felt prepared for 
ret irement, whi le 64 percent of the 60- 
to 64- year-olds and 81 percent of 65- 
to 70-year-olds felt prepared.  
 
It also found that more than half (52 
percent) of respondents were behind in 
their savings goals, and  25 percent 
who were  s ignif icantly behind. Only 28 
percent were confident that they were 
on track or had reached their goals.  
 
Yet only a third of people who say they 
would l ike to do some type of work 
when they ret ire have explored 
alternate careers, and st i l l  fewer, 10 
percent, have focused on their 
employment prospects, according to 
Sandra Timmermann, director of the 
MetLife Mature Market Insti tute.  
 
"A third have not created a cont ingency 
plan in case of a f inancial setback. The 
f inancial r isks surrounding ret irement 
have increased dramatical ly because of 
longevity, low interest rates, the 
volat i le stock market, business 
performance and employment 
condit ions, among other issues, and 
everyone should further consider the 
fact that i l lness and other 
unanticipated issues can have an 
impact on any plans,” said Timmerman.  
 
 

For pre-ret irees, the accompanying 
workbook, Retirement Readiness 
Workbook 
(http://www.metlife.com/assets/cao/mmi/publicati
ons/studies/2010/mmi-retirement-readiness-
workbook-.pdf), could prove benef ic ial  
because it ident if ies what people need 
to consider before ret ir ing.  
 
Those topics are categorized and the 
workbook includes a scorecard to help 
users measure progress in each 
category.  
 
The categories are:  

 Work 
 Leisure and act iv ity 
 Relat ionships 
 Income and benef its 
 Planning 

“Deciding to ret ire without having 
substant ial ly completed specif ic tasks 
can put a successful transit ion and 
sat isfying ret irement at r isk. This type 
of planning can be complex and 
lengthy, so it ’s important that people 
start preparing as early as 
possible, even as early as their 20s, to 
ensure a more fulf i l l ing and enjoyable 
ret irement," added Timmerman. 
 
Gay seniors' housing hurdles  
Lesbian, gay, bisexuals, and transgender 
(LGBT) seniors face al l  the worr ies normal ly 
associated with aging, such as care-giving, 
long-term care and f inancial stabi l i ty. But 
they also contend with addit ional concerns 
about discr imination and f inding housing 
where they can l ive openly and comfortably 
and in an environment of respect.  
 
Several non-profi t  organizat ions and 
developers, both in the United States and 
Canada, have recognized the chal lenges 
facing this niche and have emerged with 
resources and LBGT-specif ic housing 
options.  
 
 



If  you're exploring LGBT housing 
opt ions or need more information 
about LGBT-related aging issues, see:  
 

 Gay and Lesbian Elder Housing, 
http://gleh.org 

 -Gay and Lesbian Association of Retiring 
Persons, Inc. (GLARP) 
www.gaylesbianretiring.org/index.html 

- LGBT Aging Issues Network (LAIN): 
www.asaging.org/networks/index.cfm?cg=LAIN 

 -MetLife Mature Market Institute: 
www.metlife.com/assets/cao/mmi/publications/s
tudies/2010/mmi-lgbt-planning-tips.pdf 

 -Palms of Manasota: 
www.palmsofmanasota.com/site/index.php 

 Rainbow Vision:  
www.rainbowvisionprop.com/index.html 

 Services and Advocacy for Gay, Lesbian, 
Bisexual & Transgender Elders (SAGE): 
www.sageusa.org/index.cfm 

 -Urban Home: http://urban-
home.ca/home.html 
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