Flexible Spending
Account
Guide for
Members

Take Control of Your Health Care

Annual Beneﬁt Election

These days, it’s hard to keep up with the soaring costs of health
care, taxes and other costs of day-to-day living. Your employer is
making available a valuable beneﬁt that will reduce your taxes
by allowing you to set aside pre-tax dollars in an account you
can use for approved expenditures. This plan, approved by the
Internal Revenue Service (IRS), is called a Flexible Spending
Account (FSA). It may also be referred to as a Section 125 plan
or cafeteria plan. With an FSA, you can save about 30% on your
out-of-pocket medical, dental, and dependent care expenses.

The salary reduction that you elect will be in effect during
your employer’s FSA plan year. The elections you make are
irrevocable. You may change your election to an FSA during
the plan year only if there is a “status change.” A status change
typically constitutes marriage, divorce, birth or adoption of a
child, death of a family member or an employment status
change for yourself or your spouse. You may enroll in the FSA
during your initial open enrollment period; otherwise, the only
time to enroll in the FSA is during your employer’s annual open
enrollment. You must re-enroll each year during open enrollment
if you want to participate in subsequent plan years.

How It Works
The money you set aside for your FSA is automatically deducted
from your salary on a pre-tax basis and deposited into your
designated FSA before federal, state (if applicable) and FICA taxes
are withheld. You can choose to set aside money for medical
expenses, dependent care expenses, or both. When setting aside
money for both types of expenses, the money must be kept in
separate accounts and cannot be transferred from one account
to the other.
BlueShield of Northeastern New York administers the health
insurance portion of the product just as it would with any of its
other plans. This includes claims processing, customer service,
enrollment and billing. An FSA administrator will administer your
FSA. They are responsible for making sure all reimbursements
from the FSA are for qualiﬁed expenses only.

How Does My FSA Save Me Money?
By setting aside pre-tax money for medical or
dependent care expenses throughout the year you:
• Pay less federal, state and FICA taxes.
• Gain more control over how your dollars are spent for
medical and dependent care.
• Have more disposable income; see the example below
of how this works.

Example:
Assume a gross monthly salary of $1,500; dependent care
expense of $280 and medical expense of $40, for a monthly
total of $320.
Without
With
FSA
FSA
$1,500

$1,500

0

-320

1,500

1,180

Federal Income Tax (15%)

-225.00

-177.00

State Income Tax (7.2%)

-108.00

-84.96

-114.75

-90.27

Same expenses paid after taxes

-320.00

0

Take home pay

$732.25

$827.77

Gross Pay

Use It or Lose It

Amount withheld for FSA

You should carefully estimate your expected out-of-pocket
medical and/or dependent care expenses. In order to qualify for
reimbursement, eligible expenses must be incurred during the
plan year, regardless of when you’re billed or pay for the expense.

Taxable Earnings

By law, any amount in your account not claimed during the
plan year or grace period will be forfeited back to your employer.
Money cannot be cashed out or “rolled over” to the next year.
A plan year is typically the twelve-month period during
which your FSA is in effect. See your employer for exact
plan year information.

MINUS:

FICA (7.65%)

DMonthly savings $95.52
DAnnual savings $1,146.24

How Much Should I Contribute?
You should consider the following questions:
• Do you expect to have medical, dental or vision expenses
not completely covered by your insurance?
• Do you or a member of your family have a chronic illness
that requires expensive medication, treatment or frequent
visits to your doctor?
• Do you or a member of your family need prescription
eyeglasses, prescription sunglasses, contact lenses
and/or contact lens solutions and cleaners?

Below is a worksheet designed to help you estimate
your eligible medical expenses.

Medical Expenses
Chiropractor fees
Copay/coinsurance
(your share of covered medical expenses
after you meet your deductible)

Deductibles
Drug and chemical
dependency treatment
Immunizations
Laboratory fees
Mileage/transportation
Over-the-counter drugs
(except for the purchase of
vitamins and supplements)

Physical exams
Prescription drugs
Psychiatric/psychologist fees
X-rays

Past 12 months ($)

Next year’s
projected expenses ($)

Dental Expenses

Past 12 months ($)

Next year’s
projected expenses ($)

Past 12 months ($)

Next year’s
projected expenses ($)

Copay/coinsurance
(your share of covered medical expenses
after you meet your deductible)

Deductibles
Dental exams
Fillings/bridges/restoration
Orthodontia
X-rays
Other

Vision Expenses
Contact lens solutions and cleaners
Copay/coinsurance
(your share of covered medical expenses
after you meet your deductible)

Corrective eye surgery
Deductibles
Eye exams
Frames, prescribed lenses,
contact lenses and/or
prescription sunglasses

TOTAL (Medical/Dental/Vision)

Medical Account
Your FSA enables you to be reimbursed with pre-tax dollars for eligible out-of-pocket medical, dental, vision, drug and/or hearing
expenses not paid under a health plan (including items not paid under your spouse’s health plan). You may also be reimbursed for
deductibles, coinsurance or copays for your health plan. Qualiﬁed expenses for any of your eligible family members may be reimbursed.
A partial list of some of the most common expenses reimbursed through the medical portion of your FSA, along with a list of
disallowed expenses appears on the next page for your reference. In general, the expenses must be for the diagnosis, treatment,
or prevention of disease or for the amounts you pay for transportation to get medical care.

Allowed Medical Expenses (partial listing)
For a complete list of eligible expenses, please refer to the IRS publication 502.
• Acupuncture
• Fertility treatment

• Oxygen

• Ambulance

• Flu shots

• Pediatric services

• Artiﬁcial limb

• Hearing aids and batteries

• Physical exams

• Chiropractor fees

• Hospital services

• Prescription drugs

• Coinsurance

• Immunizations

• Contact lenses

• Insulin

• Prescription eyeglasses or
prescription sunglasses

• Contact lens solution and cleaners

• Laboratory fees

• Prosthesis

• Crutches (purchase or rental)

• Laser eye surgery

• Psychiatric care

• Deductibles

• Massage therapy if medically necessary

• Psychological treatment

• Dental treatment

• Medical monitoring and testing devices

• Smoking cessation classes

• Diagnostic services

• Nursing (including board and meals)

• Surgery/operations

• Doctor fees

• Organ donation

• Drug addiction treatment

• Organ transplant

• Transportation expenses
(relative to health care)

• Eye exams

• Orthodontic fees

• Eyeglasses

• Over-the-counter medicines
(except for vitamins and supplements)

• False teeth

• Vaccinations
• Weight-loss counseling
• Wheelchair
• X-rays

Disallowed Medical Expenses (partial listing)
• Cosmetic surgery expenses

• Electrolysis or hair removal

• Maternity clothes

• Dancing lessons, swimming lessons, etc.
even if recommended by your doctor for
the general improvement of your health

• Funeral expenses
• Hair transplant

• Psychoanalysis received as part of training
to be a psychoanalyst

• Health club dues/memberships

• Supplements

• Household help

• Teeth bleaching and/or veneers

• Insurance premiums

• Vitamins

• Diaper service
• Ear piercing

Dependent Care Account
Your FSA enables you to be reimbursed with pre-tax dollars
for childcare payments made to someone other than your
spouse or one of your dependents. Care providers must furnish
a federal tax ID or social security number. The maximum
allowable contribution set by the Internal Revenue Service for a
dependent care account is $5,000 per family for a married couple
or for a single parent. The limit is $2,500 for a married person
ﬁling separately. Expenses for dependent care are eligible when
they’re necessary in order to allow you to work and the care is
for a person under the age of thirteen, or incapable of self-care
and living with you at least eight hours each day (for example,
a handicapped child or an elderly parent). In most cases, a child
must also qualify as an IRS dependent, meaning you provide at
least 50% of his/her support.

Allowed dependent care expenses
• Licensed daycare facility
• Preschool program
• Before-school/after-school program
• In-home child and dependent care services
• Day camp expenses
• Elder care
• Any other qualiﬁed dependent care expense
as deﬁned by the IRS

Over-the-Counter Drugs
Over-the-counter (OTC) drugs can be reimbursed from
your FSA. This includes items used for the “diagnosis, cure,
mitigation, treatment or prevention of disease, or for the
purpose of affecting any structure or function of the body”
according to the Internal Revenue Service. Items merely
beneﬁcial to an individual’s general good health, such as vitamins
or dietary supplements, aren’t expenses for medical care and
therefore aren’t reimbursable with pre-tax dollars.

Keep Your Receipts
When purchasing OTC items, you’ll need to provide a copy of
your receipts for reimbursement. Along with your OTC purchases,
you should keep receipts for any services paid for with funds
from your FSA.

Disallowed dependent care expenses
• Overnight camp
• Services solely for the purpose of household cleaning
• Kindergarten tuition or costs
• Babysitting for social events

Frequently Asked Questions
Q: Can I be reimbursed for my spouse’s deductibles, copays or
other out-of-pocket medical expenses?

Q: Can I change the amount of money I set aside in my FSA
during the plan year?

A: Yes. Your FSA can be used to cover expenses incurred by you
or any member of your family claimed as a dependent on
your tax returns.

A: Generally, you cannot change your election amount until the
next enrollment period. You may change your election during
the plan year only if there is a status change. A status change
typically includes marriage, divorce, birth or adoption of a
child, death of a family member or an employment status
change for yourself or your spouse.

Q: What happens if I terminate employment during
the plan year?
A: You’ll have an additional period of time (a run-out period)
after termination to submit claims for reimbursement. You
can only be reimbursed for services provided while you were
employed, unless you continue contributing to your FSA plan
through COBRA.
You’ll have until the end of the plan year to submit your de
pendent care expenses incurred during the plan year, as long
as you were working or seeking work during the time you’re
incurring expenses.

Q: If my child turns thirteen during the plan year, can I use the
funds in the dependent care account for the entire year?
A: No. You may only be reimbursed for expenses incurred
before your child’s thirteenth birthday.
Q: If I participate in dependent care, will I still be able to
claim the dependent care tax credit on my federal
income tax return?

Q: What if I don’t use all of the money in my account before the
end of the year?

A: You may not claim any other dependent care tax beneﬁt for
the tax-free amounts you receive through this plan. You may,
however, claim expenses not reimbursed through your FSA.

A: The IRS states that you’ll lose any money left in the account
after the plan year run-out period. This is the “use-it-or
lose-it” rule.

Q: What funds are available to me on the ﬁrst day of
the plan year?

Q: What if I have incurred expenses at the end of the plan year,
but I don’t submit a claim by the end of the plan year?
A: At the end of the plan year, you will have a run-out period
to submit claims for expenses incurred on services provided
during the plan year. Check with your employer for dates.

A: The full amount of the medical election amount must be
made available to you on the ﬁrst day of the plan year. This
requires that reimbursements from the plan be paid in
advance of contributions. Dependent care funds, however,
can only be reimbursed up to the amount already set aside
in the account. Advance reimbursements for dependent
care aren’t allowed.
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Although BlueShield of Northeastern New York is working with an administrator to make FSAs available, BlueShield is not responsible for, and makes no representation regarding the
performance of, the FSA offered by the administrator. In working with the administrator, BlueShield is not acting in a ﬁduciary capacity under ERISA or otherwise.
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