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HOW DOES MY FLEXIBLE SPENDING ACCOUNT WORK?

Your flexible spending account (FSA) enables you to redirect a portion of your salary to provide reimbursement for two specific types of expenses:  dependent care (DDC) and unreimbursed medical (URM).  Before the beginning of each plan year, you must elect a specific dollar amount for each type of expense, which will be redirected from your salary.  Dependent care expenses may not be paid from an unreimbursed medical expense account and vice versa.
Redirecting part of your salary into a flexible spending account(s) means that your taxable income will be calculated after the elected amounts for dependent care and/or unreimbursed medical expenses are deducted from your salary.  You will not have to pay federal income tax, Social Security tax, and/or state income tax (except in Pennsylvania and New Jersey) on the elected amounts.  

General Rules and Information

The following rules apply to both dependent care and unreimbursed medical spending accounts:

· Irrevocable Election Rule:  IRS rules prohibit the modification and/or revocation of elections before the beginning of the next plan year unless there is a qualifying change in status (i.e., change in marital status, employment status, work schedule, number of tax dependents, dependents’ eligibility or worksite, or as otherwise defined by the IRS).  The change must be on account of and correspond with the change in status (as determined by your employer/plan administrator).  As a general rule, the consistency requirement will not be met for URM benefits unless you or a dependent gains or loses eligibility for URM spending account benefits.  See the summary plan description available from your employer for more information on the change in status rules.
Please Note:  The information contained herein is intended as an easy-to –read summary.  Additional limitation and exclusions may apply to covered services.  This is not a contract and not intended to serve as required legal notifications.
· Status of Salary Redirections:  When you agree to redirect your salary to fund URM and DDC benefits, your employer will maintain a bookkeeping account on your behalf.  The redirected amounts become part of your employer’s general assets.  No interest or earnings will be credited to your account.

· Use it or Lose it:  IRS rules do not allow unused redirections to be returned to you at the end of the plan year.  Amounts remaining, after the runoff period, will be forfeited.  Because of the “use it or lose it” rule, it is important for you to be conservative in estimating your out-of-pocket medical and dependent care expenses for the coming plan year.  You should confirm that such expenses are eligible by coming plan year.  You should confirm that such expenses are eligible by consulting your tax advisor and/or reviewing IRS Publication 502 (medical) and Publication 503 (dependent care).  Neither your employer nor carrier (or its agents) can expand the list of eligible expenses described in these IRS publications.  
· No Transfer:  The IRS also prevents you from transferring money between a dependent care spending account and an unreimbursed medical spending account.

· Other Rules:  Additional rules apply under applicable law.  These rules are further described in the plan document.
Please Note:  The information contained herein is intended as an easy-to–read summary.  Additional limitation and exclusions may apply to covered services.  This is not a contract and not intended to serve as required legal notifications.
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