FLEXIBLE BENEFIT PLAN

WHAT IS A FLEXIBLE BENEFIT PLAN?

Flexible Benefit Plans, or Cafeteria Plans, as they are often called, were established as part of Section 125 of the Internal Revenue Code.  The purpose of the Section 125 is to allow employers to offer their employees a choice of benefits customized to the individual’s needs.

An important part of Section 125 allows employees to pay for certain medical expenses, insurance premiums, and dependent care expenses with pretax dollars.  You can assign certain dollar amounts to be withdrawn from your gross pay, set aside in a special account and used to pay for known expenses as they occur.  These expenses are ones that you are paying out of your take home pay and that are not covered by any insurance, such as:

· Healthcare deductibles

· Vision care

· Dental care

· Orthodontics

· Dependent care

Since these expenses are known and certain to you, you save from paying federal, state, local, and social security taxes on the amount you set aside.  In effect, you create a tax shelter for these dollars.  The result is that you have more SPENDABLE income by participating in a flexible benefit plan.

HOW DOES IT WORK?

The mechanics of FLEXIBLE BENEFITS are simple: You must complete the ‘Voluntary Salary Reduction – Reimbursement Accounts’ on your benefit election form, which allows Starfish to deduct monies from you paycheck and redirect them.  When you incur expenses, you simply submit your receipts, along with a completed form to the administrator for reimbursement.   The net effect is more spendable income.

WHAT ARE MY CHOICES?

Under the FLEXIBLE BENEFIT plan, we offer more than one choice.  You may elect any of these account choices.  You must sign the ‘Voluntary Salary Reduction – Reimbursement Accounts’ form which offers the following account choices:

· Health care reimbursement deduction

· Dependent care reimbursement deduction

These elections are kept separate, so whatever is put into one account cannot be used for another.

CAN ELECTIONS BE CHANGED DURING THE PLAN YEAR?

Not unless there is a qualified family status change such as marriage, birth, death, divorce, adoption, change in occupational status of you or your spouse or disability.   Elections can however, be change is there is a cost change by a childcare provider.

WHEN CAN I JOIN?

You can join the plan once a year.  Each year you will be eligible to choose to participate for the next plan year during open enrollment.  If you do not wish to participate when eligible, you must wait under the next open enrollment.

SECTION 125 ILLUSTRATION






WITHOUT PLAN

SECTION 125 PLAN






 AFTER TAXES

   BEFORE TAXES

Monthly Salary


$    2,000.00


$     2,000.00

Monthly 125 contribution

(BEFORE TAXES)


Medical Premium

             0.00


            75.00


Non-covered medical

             0.00



25.00


Dependent/Child care

             0.00


            50.00

Taxable pay



$    2,000.00


$     1,850.00

Taxes on pay


Federal (11.9%)

         238.00


          220.15


FICA (7.65%)


         153.00


          141.53


State (5%)


         100.00


            92.50

Payroll check total


$    1,509.00


$     1,395.82

Monthly expenses

(AFTER TAXES)


Premium contribution

           75.00


              0.00


Non-covered medical

           25.00



  0.00


Dependent/Child care

           50.00



  0.00

Take Home Pay after expenses
$    1,359.00


$    1, 395.82

MONEY SAVED THROUGH SECTION 125 PLAN:   $ 36.82

With FLEXIBLE BENEFITS, your payroll deductions are taken out of your pay before taxes so you can have an increase of $ 36.82 per month ADDITIONAL TAKE HOME PAY.

That’s $ 441.84 more in your pocket each year!!

