For Employees, There's A Lot To Like About The Benefit That Benefits Everyone – FSA

A Flexible Spending Account is an employee benefit plan that is established under Section 125 of the Internal Revenue Code.  The Flexible Spending Account (FSA) allows you to pay for certain health care and dependent care expenses on a pre-tax basis, saving you valuable tax dollars.

From taking tax savings to increasing spendable income to the peace of mind that comes with taking care of yourself and your loved ones, an FSA can benefit everyone, especially you.  Your own FSA can:

· Increase your real take-home pay by using pre-tax dollars to pay for non-reimbursed medical, vision, and dental expenses and child or adult care.

· Reimburse you for services that are excluded or limited under your current health care or dental benefit.  For example—eyeglasses, contact lenses, chiropractic care, dental, orthodontics, certain over the counter drugs, or acupuncture that might not be covered by your benefits plan.

· Help pay for medical or dental expenses like co-payments and deductibles.  The expenses that add up over the year, but you never had a way to recover tax-free before.

· Help reduce the financial burden of paying for dependent child or adult care. So working couples or single parents don't have to feel like they are working just to pay for day care.

Few benefits can improve the total quality of your benefits package like an FSA custom-tailored to meet your personal health care or dependent care needs.

The Flexible Spending Account Benefits Everyone—Especially You

A Flexible Spending Account, or FSA, is a smart, simple way for you to put aside money—tax-free—to cover the everyday expenses you know you'll have in the coming year. You can use it to pay for non-covered medical or dental expenses, childcare, and even dependent adult care costs that you have incurred during the Plan Year.

But because contributions to an FSA are made before taxes are taken out of your pay, you reduce your total taxable income and get to keep more of every dollar you earn.  It's like giving yourself a raise while you take care of important health and dependent care expenses at the same time.  And FSAs aren't just for people with major expenses you might overlook—co-payments, deductibles, optical care, certain over the counter drugs, and dental expenses—they all add up.  And they could be reimbursed to you through your own FSA—tax free.

Take a look at a few examples of how an FSA could benefit you:
	
	Single Parent
	Working Couple
	Single Person

	
	Without FSA
	With FSA
	Without FSA
	With FSA
	Without FSA
	With FSA

	Total Monthly Income
	$2,335
	$2,335
	$4,583
	$4,583
	$3,000
	$3,000

	Pre-Tax Deductions
	
	
	
	
	
	

	  Medical/Dental/Vision Expenses
	0
	50
	0
	80
	0
	75

	  Child-Care Expense
	0
	300
	0
	375
	
	

	  Income after pre-tax deductions
	$2,335
	$1,985
	$4,583
	$4,128
	$3,000
	$2,925

	Taxes
	
	
	
	
	
	

	  Federal, State, FICA*
	$584
	$496
	$1,145
	$1,032
	$750
	$731

	  Income after taxes
	$1,751
	$1,489
	$3,438
	$3,096
	$2,250
	$2,194

	Post-Tax Deductions
	
	
	
	
	
	

	  Medical/Dental/Vision Expenses
	50
	0
	80
	0
	75
	0

	  Child-Care Expenses
	300
	0
	375
	0
	
	

	  Income after post-tax deductions
	$1,401
	$1,489
	$2,983
	$3,096
	$2,175
	$2,194

	Available Income
	$1,401
	$1,489
	$2,983
	$3,096
	$2,175
	$2,194

	  Employee monthly savings
	0
	88
	0
	113
	0
	19

	  Employee annual tax savings
	0
	$1,056
	0
	$1,356
	0
	$228


* Examples assume a 25% tax bracket

Find Out How Much You Could Benefit From An FSA

Use this worksheet to estimate your out-of-pocket expenses for the coming year.  As a useful budgeting tool, it will help you figure out how much you should contribute to your FSA.  Remember, you can't change your FSA contribution during the plan year unless you experience a qualifying event.  But don't forget to take into consideration any factors that could have an impact on these amounts.  For example, if you or a dependent anticipate any major non-covered dental or orthodontic work next year, or might need new eyeglasses or contact lenses, or plan any routine physical exams (don't forget the kids' physicals for camp, school or sports participation) in the year ahead—now's the time to plan for it with your FSA.  If you have any questions about your health care coverage, talk to your company's benefits representative.

	

	· Health Care FSA

	Estimated Expenses not covered by your medical and dental plans:

	
	
	
	
	

	Medical expenses, such as:
	
	
	

	    -Deductibles and coinsurance
	$
	
	

	    -HMO copayments
	
	
	

	    -Routine physical exams
	
	
	

	    -Over-the-counter drugs
	
	
	

	    -Other eligible expenses
	
	
	

	Dental expenses, such as:
	
	
	

	    -Deductibles and coinsurance
	
	
	

	    -Crowns, Dentures, Bridges
	
	
	

	    -Orthodontic
	
	
	

	Vision care expenses, such as:
	
	
	

	    -Exams
	
	
	

	    -Eyeglasses
	
	
	

	    -Contact lenses
	
	
	

	Total Estimated Health Care Expenses:
	$
	
	

	
	
	
	

	· Dependent Care FSA
	
	
	

	
	
	
	

	Payment to a dependent care facility or individual
	
	

	Payment to other adult care providers
	
	
	

	Total Estimated Dependent Care Expenses:
	$
	
	

	
	
	
	

	· Summary
	
	
	

	
	
	
	

	$
	
	
	
	
	$
	
	
	

	Total Annual FSA Amount
	(
	Number of Pay Periods
	=
	Per Pay Period Deduction
	
	

	
	
	
	
	
	
	
	
	


Questions & Answers About The Flexible Spending Account
Who can participate in the Flexible Spending Account (FSA)? 

All eligible employees, their spouses and IRS eligible dependents can participate.  Please check with your employer’s benefits representative for more information and for an Election Form. 

What type of expenses can be paid for through the FSA?

A qualified expense that you incur during the Plan Year and after you become a participant can be paid for through the FSA on a pre-tax basis, saving you valuable tax dollars.  These expenses include health care expenses that are not covered by your health insurance plan and certain dependent care expenses.

What is the advantage of receiving reimbursement through my FSA instead of claiming these expenses on my tax return?

The FSA does not require that you exceed the IRS requirement of 7½% of adjusted gross income before medical/dental expenses can be claimed.  For dependent care, whether you use the tax credit or the FSA, if your family's adjusted gross income exceeds $33,000, the tax savings through the FSA will usually exceed the tax credit allowed on your return if you claim one dependent or $41,000 if you claim two dependents.  What's more, the FSA will allow you to recover these funds much sooner.

Do I have to participate in both the Health and Dependent Care accounts?

No, you may choose to participate in either account or both if you wish.

When can I change the amount I elect to contribute to these accounts?

Annually, prior to the beginning of each Plan Year.  During the Plan Year you may change your contribution only if you experience a qualifying event as determined by the IRS and allowed by your employer.  A qualifying event typically includes marriage or divorce, birth, death or adoption of a dependent, change in employment status for you or your spouse, etc.

What happens if I have not used all the money in my account by year-end?

Federal law dictates that money left in the account at the end of the year is forfeited (commonly known as the "use it or lose it" provision).  Although you will typically have a 90-day grace period following your Plan Year to file for reimbursement of expenses incurred in the previous Plan Year, we encourage you to file as early as possible.

Why has the IRS introduced the "use it or lose it" provision to the FSA?

In general, an FSA may not allow employees to defer compensation that is earned in one year into the next year.  As such, the best way to avoid "losing" FSA funds is to budget carefully when you make your contribution election.  Some tips:

· Base your contribution on your medical/dental expense records from last year that you know you'll incur this year.

· Budget conservatively, but don't overlook all those little incidental expenses like co-payments, optical care, certain over the counter drugs and deductibles that add up.

And remember, if a small amount is forfeited, it's almost always outweighed by the tax savings and increased spending money you'll net from tax savings.

How do I file for reimbursement?

For health care and dependent care expenses that you have incurred during the Plan Year and after you have become a participant, complete the Reimbursement Form, attach receipts or Explanation of Benefits from an insurance company and submit them to:


EBS Benefit Solutions, Inc.


Attention: FSA Claims


165 Court Street


Rochester, NY  14647

Reimbursement Forms are available from your benefits office, or can be downloaded from our website, www.online-enrollment.com/excellus. There is one Reimbursement Form for both health and dependent care expenses.  Claims are paid on a periodic basis as determined by your employer and can be reimbursed to you by check or through direct deposit. Reimbursement checks are typically a $25 minimum amount, except for the last check of the year, which can be less.

Do I need receipts in order to receive reimbursement?

Yes.  Dependent Care claims require a receipt or a personal statement itemizing the charges from your provider.  In addition, the statement must include the provider's name, address, tax identification number or Social Security number (if required by your employer),  provider’s signature (if receipt is not on Daycare letterhead), date(s) of service, amount charged, a description of the service(s) rendered, and name of person receiving the service.

If you are a participant in an Excellus BlueCross BlueShield, Rochester Region medical or dental plan, your FSA claims will be automatically reimbursed to you through Automatic Claims Transfer (ACT), without having to complete a Reimbursement Form.  ACT is not available if you or any of your dependents have Coordination of Benefits with another medical or dental plan. You may also elect out of ACT on your Election Form.

Health Care claims not paid through ACT should be accompanied by an Explanation of Benefits from your insurance carrier or an itemized bill including patient name, date of service, description of service, amount charged, amount paid by insurance (if any), provider name and address, and patient liability or copay amount.  If the expense is excluded by insurance, a description or explanation of the charge, a letter of medical necessity, and a cash register receipt.

What is the maximum or minimum I can contribute to my FSA?

The only IRS maximum is $5,000 per family ($2,500 for married couples filing separate returns) for Dependent Care reimbursement.

For any minimum or maximum Health Care contribution amounts, please see your employer’s benefits representative.

Can the FSA reimburse my Health Care or Dependent Care provider directly?

No. The FSA cannot make a payment on your behalf.

Can I claim my contribution or my spouse's contribution to health insurance through my FSA?

No. Premiums are not an eligible FSA expense.  However, premiums for programs offered by your employer may be a separate pre-tax deduction.  Ask your benefits representative if your company offers pre-tax premium deductions.

Can over-the-counter (OTC) drugs be reimbursed through my FSA?

OTC drugs like Claritin, Advil, antacids, pain relievers, and cold or cough medicines can be reimbursed through the Health Care FSA.  However, OTC drugs for general well being, such as vitamins, health and beauty aids, and nutritional supplements, can not be reimbursed through FSA.

If I have questions regarding my FSA, who do I call?


Contact our Customer Service Department in Rochester at 325-3630 or toll free at 1-800-544-0328.

Or, please visit our FSA website at: www.online-enrollment.com/excellus to access your account                balance or to download FSA forms and information.


Does EBS Benefit Solutions (EBS) retain documentation relating to my claims reimbursements, such as receipts and Explanation of Benefits (EOBs)?

 

EBS is not responsible for retaining your claims reimbursement documentation beyond the current Plan Year, so you should be sure to keep copies of them.

A





Q





A





Q





A





Q





A





Q





A





Q





A





Q





Q





A





A





Q





A





Q





A





Q





A





Q





A





Q





A





Q





Q





A





Q





A








B-1534


