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FLEXIBLE SPENDING ACCOUNT 
PRODUCT OPTIONS
Premium Conversion PLAN
Premium Conversion allows employees to have their premium contribution to the employer’s group health plan(s) deducted from their paycheck on a pre-tax basis.  This is done automatically as a payroll function and requires no submission of claims or maintenance of the account on the employee’s part.

This option simply allows you to save tax dollars on the amount that the employer deducts from your paycheck for your health insurance because the money will be deducted on a pre-tax basis.

The Healthcare Reimbursement Account

The Healthcare Reimbursement Account allows you to have money deducted from your pay, before it is taxed, and placed into an account from which you can be reimbursed for any health care expense that would qualify as an eligible healthcare expense by Internal Revenue Service Regulations, and which is not reimbursed under any other health insurance plan.  A health FSA may reimburse a medical expense only if the participant provides a written statement from a third party stating that the medical expense has been incurred.  Expenses are treated as having been incurred when the participant is provided with the medical care that gives rise to the medical expense and not when the participant is formally billed or charged, or pays for the medical/dental care.
Examples of such expenses and claim submission formats are listed below:

· Amounts applied to health plan deductibles and co-payments
FSA Claim submissions for these amounts must include either the Explanation of
Benefits or an itemized provider bill, with documentation of all insurance payments made for services being submitted.    
.  
· Prescription Drugs (if not provided for under your Employer Healthcare Plan)
FSA Claim submissions for pharmacy items must include either the detailed receipt, (usually stapled to the outside of the pharmacy bag), or a detailed listing of pharmacy items, provided by the pharmacy vendor, for dates being submitted.   
· Over the counter drugs, such as antacids, allergy medicines, pain relievers, 

 cold medicines and contact lense solutions.  
When submitting receipts for “over the counter” items, please be sure the item
 is clearly defined on the receipt or attach a copy of item packaging to identify it.  
Also, please document on the receipt, for which family member the item was purchased.
· Routine Care such as Physicals, Well-Child Visits, Vaccinations

FSA claims for these services must include an Explanation of Benefits or itemized 
provider bill, documenting all insurance payments made for services rendered.

· Hearing aids or special equipment for the hearing impaired, not covered on medical plan
FSA claim submissions must include have either an Explanation of Benefits or itemized 
vendor bill documenting all insurance payments made for services being submitted.
· Vision Care, and charges for glasses or contact lenses, not covered by insurance.
FSA claims for these services must include either an Explanation of Benefits or itemized

provider bill, documenting all insurance payments made for services being submitted.  

· Eligible dental care, not covered by insurance. (cosmetic procedures are not covered)
FSA claims for these services must include either an Explanation or Benefits or itemized
provider bill, documenting all insurance payments made for services being submitted. 
· Orthodontia*   
*Important! Please note the following important considerations for Orthodontia claim submission and FSA funding:

a) A copy of the Orthodontia contract and payment plan must be submitted to 
the Flex Department before any requests for reimbursement can be processed.  
b) For FSA participants who carry dental insurance with an orthodontia benefit, claims must first be considered through their dental insurance.
Monthly orthodontic charges may not be submitted prior to being incurred.  Example:  A patient has contracted to pay $100.00 each month for orthodontic adjustments.  They may submit a claim for $100.00 each month as the services are rendered.
c) Down-payments on total charges, requested by the Orthodontia provider may be submitted for reimbursement under the dental plan and then  the FSA.  
d) A health FSA cannot make advance reimbursement for future or projected expenses.  Pre-payments made for future adjustments are not eligible.  For example: If the provider requires “payment in full” at the beginning of the Orthodontia process, this amount cannot be submitted to the employee’s 

FSA plan for reimbursement.  It is considered as “pre-payment for services”

and is not eligible for reimbursement, per IRS regulations under Section 125.   

Examples of expenses not eligible for reimbursement under a Healthcare Spending Account would be:
· Prescriptions for cosmetic purposes (Rogaine, Propecia, etc.)

· Cosmetic surgery, dental bleaching, dental veneers, electrolysis

· Dietary supplements (e.g. vitamins) merely beneficial to the general health of the patient

· Health Club Memberships, ear piercing

· Pre-treatment plans / Pre-estimates / Pre-payment for prenatal care and childbirth global charges 
· Naturopathic/Holistic treatments or supplements

· Self-substantiated claims, ie: spreadsheet of expenses
Your employer will determine the maximum amount that you may contribute to this account.
THE DEPENDENT CARE REIMBURSEMENT ACCOUNT
The Dependent Care Reimbursement Account allows you to have money deducted from your pay, before it is taxed, and placed into an account from which you can be reimbursed for Day Care expenses.  The Day Care expense must be necessary to enable you to work or attend school full time.  You may contribute an amount up to, but not exceeding $5,000.00 to this account if you are single, or married and file a joint tax return, or up to $2,500.00 per year if you are married and file a separate return from your spouse.

The Internal Revenue Code defines a qualifying dependent as any person claimed by you as a dependent for federal tax purposes and who:

· is a child under age 13;

· is a spouse, parent, or other dependent with a physical or mental disability that makes him or her incapable of self-support and who spends at least eight hours a day in your household

Eligible Dependent Care Expenses

The Internal Revenue Code defines the following services eligible for reimbursement through your Dependent Care Account:

1. Dependent Care Center – Must provide day care, receive a fee for providing such service, and operate in compliance with all state and local laws.  These can include Day Care Centers, Home Day Care Centers, Day Camps, Nursery Schools, and after-school care programs.  Day Camps must provide day care services. 
2. Babysitting – rendered for the care of a qualified dependent by a relative (for whom you do not take a standard tax exemption, and is not a child under age 19), or a non-relative, as long as such persons are reporting dependent care payments as income for federal tax purposes.  

Dependent Care Claim Submission 
FSA claims for Dependent Care must include, dates submitted, rate of care per week/month, 

the name of dependent care provider, the signature of care provider and the tax identification number or social security number of dependent care provider.  Dependent Care claims can only be reimbursed after care has been provided.  Claims submitted will be released as the employee’s payroll deposit funds are made available.     
Examples of expenses not eligible for reimbursement under a Dependent Care Account would be:
· Specialty training schools such as horse riding farms, computer satellites, or sports camps in which your child is attending only a few hours a week in which to learn a skill.
· Religious education classes
· Overnight camps

· Kindergarten
· Evening babysitting, (unless it reflects your regular work shift).  

Healthcare Reimbursement  /  Dependent Care Account 
Claim Submission Dates:

Both of these pre-tax accounts are administered on a plan year basis.  Each plan year is separate.  Funds contributed during a particular plan year may only be used to reimburse expenses incurred during the same plan year, regardless of when the expense is billed or paid for.  For example, if your plan year began on January 1st, the dates of service for eligible expenses must be between January 1st and December 31st of the same year.  You will, however, have 90 days after the end of the plan year to submit claims for eligible expenses that were incurred during the plan year.
ENROLLING IN A FLEXIBLE SPENDING ACCOUNT

Enrollments

The Enrollment period for Healthcare or Dependent Care Accounts will be determined by your employer.  It is usually 30 – 60 days prior to the beginning of a new plan year.  A new enrollment for the Healthcare or Dependent Care accounts must be completed for every plan year.
Mid Plan Year Enrollments  

Newly Qualified Members may only submit expenses incurred on or after their effective date. 
To join either plan, you must see your Human Resource representative and complete an Election Form for the account that you wish to participate in.  The election form authorizes the reduction of your salary by the amount you indicate as your contribution.
Planning a Contribution

Planning your contribution is very important.  The election you make when joining the plan will remain in effect for the entire plan year.  You cannot change or revoke your contribution amount unless you have a qualified change in family status as defined by IRS regulations.  Furthermore, any funds remaining in your account at the end of the plan year are forfeited. 

If you anticipate that you will be incurring “out of pocket” expenses for Orthodontia services in the upcoming plan year, please be sure you clearly understand the FSA claims submission process for Orthodontia.  Doing this will prevent you from “over-estimating” your annual FSA election. 
Changing an Election

Your election cannot be changed except under certain, very specific conditions.  Changes in your contributions are permitted only if and when you have one of the following changes in your family status:

· Marriage or Divorce of the employee;

· The birth or adoption of a child;

· The death of a dependent or spouse;

· The change in the number of your dependents;

· Loss or gain of spouse’s employment;
· Change from part-time to full time status (or vice-versa) by the employee or employee’s spouse (not for a medical FSA);A significant change in the health coverage of the employee or spouse attributable to the spouse’s employment (not for a medical FSA)
Changes in contribution amount must be consistent with the change in your family status.  This means, for example:

· If you gain a dependent, you increase your contribution

· If you lose a dependent, you decrease your contribution

In the event of a change in family status, a new Election form must be completed with the reason for change, the effective date of the change, employee’s signature, and a signature of the employer representative.

Termination of Participation

In the event that you take an unpaid leave, terminate employment, or retire, you will not be eligible to make any further contribution and cannot claim any expenses incurred after the last day worked.  You are able to request reimbursement for eligible expenses incurred prior to the date of your termination.  Elections may be revoked only under a change in family status, such as mentioned above, consistent with the revocation.
Forfeiture of Benefits

Under Internal Revenue Code, any unused contribution amounts remaining in your account at the end of the plan year must be forfeited.  This is an Internal Revenue Service rule known as “Use or Lose rule”.  It requires that you use the entire amount you committed for the plan year to avoid losing it.

Unused amounts cannot be transferred to the next plan year’s account, nor can they be refunded.  As stated earlier, you are allowed 90 days from the last day of the plan year to request reimbursement for eligible expenses incurred during the previous plan year.  For example, if your plan year ends on December 31, 2001, you will have until March 31, 2002 to request reimbursement for eligible expenses incurred prior to or on December 31, 2001.
Tax Considerations

A Flexible Spending Account is offered by your employer under the provisions of Section 125 of the Internal Revenue Code.  The current rules of FSA’s are subject to change only if regulations or changes in the law are made. All contributions to your Flexible Spending Account are made on a pre-tax basis.  The amount you commit to contribute for the year is not subject to Federal, State, or Social Security taxes.  As a result, your Social Security benefit at the time of retirement may be slightly lower.

Expenses claimed under a Flexible Spending Account cannot be claimed as a deduction on your income tax return.  However, keep in mind that on your tax return you can only claim those expenses that exceed the IRS allowed percentage of your adjusted gross income.

For example, if your adjusted gross income is $28,000, and the IRS allowed percentage is 7.5%, your eligible expenses would have to be greater than $2,100 (28,000 x 7.5% = 2,100) in order to claim them as a deduction.  If you actually had $2,500. in eligible expenses, you could only claim $400.00 on your tax return.

With a Flexible Spending Reimbursement account, you can reimburse yourself with tax-free dollars for any of your expenses up to your contribution amount.

REIMBURSEMENT FROM YOUR FLEX ACCOUNT

Healthcare Account Reimbursements

Reimbursement for eligible Medical expenses can be made up to the total amount of your annual contributions, regardless of the amount in your account at the time you request payment.

For example, you elect to contribute $50.00 a month, which equals $600.00 for the year.  During the plan year, after contributing $200.00, you incur an eligible medical expense of $600.00.  You can request reimbursement for the full amount, even though the entire $600.00 has not been deposited into your Flexible Spending Account.  For the remainder of the plan year, contributions will continue to reimburse the account.  Once your annual election has been exhausted, no further claims will be reimbursed.   
Dependent Care Account Reimbursements

The Dependent Care Account, unlike the Health Care Reimbursement Account, allows you only to be reimbursed up to the current account balance at the time of your request.

For example, you elect to contribute $200.00 a month to the Dependent Care Reimbursement account.  On February 1st, you submit an eligible claim for dependent care expenses totaling $300.00.  You would be reimbursed $200.00, the amount of funds in the account at the time of the request.  The remaining $100.00 of your $300.00 claim would be held over, and would be paid with the next reimbursement cycle when additional money has been contributed from your next paycheck.

Reimbursement Checks
Reimbursement checks are issued to the employee only.  An Explanation of Benefits is attached to each check showing what was paid and what your account balance is.

Claims must reach our office at least 3 business days prior to the check run date in order to be processed for that check run.  For example, in order to be reimbursed by the 15th, claims must be received in our office by the 12th.

ADDITIONAL IMPORTANT INFORMATION:

CHANGE OF ADDRESS:
Please Notify the Meritain Health Flex Unit if you have a change of address.  If you write your new address on your claim, please be sure to indicate that it is a new address.  This will avoid the mailing of checks to an incorrect address.

CLAIM SUBMISSION:
Claims submitted incorrectly or without the required information will be returned, which may cause a 

delay in your reimbursement.  (See detailed instructions on claims submission formats)  

CLAIM SUBSTANTIATION:
A Health FSA may only reimburse certain substantiated code 213(d) medical care expenses incurred by the employee or the employee’s qualified spouse or dependents.

ALL CLAIMS MUST BE SUBSTANTIATED PER THE IRS!!!
All expenses must be substantiated by information from a third party (insurance or provider statement showing what the insurance paid and the balance due)

Third party information must describe the service or product, the date of the service or sale, the amount charged for the service, amount paid by insurance and the balance due.
FILING CLAIMS UNDER YOUR FLEXIBLE SPENDING ACCOUNT

How to File a Healthcare Reimbursement Account Claim

1. Complete the HEALTHCARE REIMBURSEMENT REQUEST FORM.  You may obtain claim forms from your Human Resource Department or the Meritain website.
2. Attach to the Healthcare Reimbursement Request Form and Explanation of Benefits from your insurance carrier (*Please see Important Notes below) or ITEMIZED BILL showing:

	-
Type of Service
	-
Date of Service

	-
Provider Name
	-
Amount of Expense you have INCURRED


Important Notes:
Claims for expenses that are covered under a health insurance plan that you are enrolled in (even if the whole amount of the bill will be applied to your deductible) must be submitted with an Explanation of Benefits from your Health Insurance Carrier.  If you have health insurance through two different health insurance carriers, explanations of benefits from both carriers must be submitted.

If you are covered by an HMO plan and you pay a co-pay amount to your doctor’s office, you must send an itemized bill or receipt from your doctors office showing:

	-
Type of Service
	-
Date of Service

	-
Provider Name
	-
Amount of Co-Pay


If Meritain Health is your health claims administrator, any balances from your medical/dental claims can be automatically referred to Flex.  The claim will be processed and the amount to be paid by the employee will be automatically referred to the Flex Unit.  When you do this, the Explanation of Benefits you receive from the Meritain Health Medical or Dental Claims units will note at the bottom “The Unpaid Balance has been referred to our Flex Unit”.  This will save you from having to send a separate claim to the flex unit for any non-covered amounts.  If your plan allows, your account can be noted to automatically refer any unpaid balances from your medical or dental claims directly to your FSA account.
How to File a Dependent Care Reimbursement Account Claim
1. Complete a DEPENDENT CARE REIMBURSEMENT REQUEST FORM AND INCLUDE:  A receipt from you Day Care Provider showing:

	-
Name of Day Care Provider/Tax ID or SS Number
	-
Name of Dependent

	-
Dates of Service
	-
Amount of Day Care Expense


Flexible Spending Account Reimbursement Requests should be mailed to:

Meritain Health
P.O. Box 926

Amherst, New York 14226-0926
· Reimbursement Checks are mailed on the scheduled process date.
· Claims must be received by the Flex Unit at least three business days prior to the check run date, in order to be processed for that check run.  This includes Faxed claims.

· You are responsible for notifying the Flex Unit of any CHANGE IN ADDRESS.
Questions regarding your Flex Account should be directed to our Flex Unit, toll free, at:  866-448-1696.
