
3 Ways an FSA
Works for you!
You Hold the Key to Savings 

It’s that time of the year when you have the opportunity to 
choose the best health benefits for you and your family. 

You work hard for your paycheck, and your employer wants you 
to keep as much of it as you can. That’s why your employer has 
established a Cafeteria Plan. A Cafeteria Plan is often referred 
to as a Flexible Spending Account or FSA and can be used for 
health-related, out-of-pocket costs not covered by your insurance 
and eligible Dependent Day Care expenses.

Three ways an FSA works for you! 

Tax Savings 
With a Healthcare or Dependent Day Care FSA, every dollar 
you set aside saves you taxes and increases your spendable 

income. You elect to have your annual contribution deducted 
from your paycheck each pay period, in equal installments 
throughout the year – before federal and state (in most cases) 
and Social Security taxes are taken out. So, when tax season rolls 
around, you won’t be taxed on the amount you set aside in your 
FSA.

Did you know... 
is the amount the average family of 
four in the U.S. can expect to save by 

enrolling in a Healthcare FSA . 

The  example above illustrates healthcare related expenses 
the average family of  four can expect to pay for office visits, 
prescription copayments, dental work, new glasses – or an 
unexpected hospital stay. If that $3,005 were put into an FSA 
before taxes, the family could save over $811!

*The amount you save in taxes with a Flexible Spending Account will vary depending 
on the amount you set aside in the account, your annual earnings, whether or not you 
pay Social Security taxes, the number of exemptions and deductions you claim on your 
tax return, your tax bracket and your state and local tax regulations. Check with your tax 
advisor for information on how participation will affect your tax savings.

Flex Debit Card
 A Flex Debit Card is a stored value card that reflects 

the balance of your Healthcare  and/or Dependent Day Care 
Reimbursement account. Since there are no transaction fees 
or pin numbers, the card should be swiped using the “credit/
credit card” option.  When the Flex Card is swiped, the funds are 

withdrawn from your account.

Using a Flex Card eliminates the time 
spent waiting on reimbursement 
checks. This allows you to bypass 
the inconvenience of restricted 
cash flow arising from the “lag 
time” between the expense and 

the reimbursement. However, you may be 
asked to document your expense after using the card.

Important - Don’t Lose the Tax Savings
According to IRS regulations, each Flex Card transaction 
needs to be verified for eligibility in the same way that 
paper claims are verified. As a result, once a transaction is 
made using the Flex Card, you may be asked to provide 

additional documentation so your claim can be approved. If this 
is the case, you will receive a  “substantiation request” once a 
month to provide the needed documentation. See IRS Publication 
969 for more details. 

Budgeting Tools
 A Healthcare or Dependent Day Care FSA are 
great budgeting tools to help you pay for common 

medical,  dental, dependent day care or other out-of-pocket 
expenses not covered by your insurance provider.  

With a Healthcare FSA there’s no need to delay visiting the 
doctor or wait to have a prescription filled. While the FSA is not 
an insurance plan, it works to supplement your healthcare or 
medical plans with the pre-tax money set aside each pay period.  
From day one of the plan year, you will have your annual election 
loaded on the Flex Debit Card. So when the expense arises – 
planned or unplanned - your funds are there. 

The Dependent Day Care FSA plan works a little differently.  
Claims are only paid out as funds are deposited into your 
Dependent Day Care FSA Account. More details about the plan 
can be found at www.myCafeteriaPlan.com.

Start Saving - Sign-up Today!

Out-of-Pocket Expenses Annual Average
Taxes Saved

(27% Tax Bracket)

Physician $940 $254 

Inpatient Hospital $870 $235 

Pharmacy $660 $178 

Outpatient Hospital $430 $116 

Other $105 $28 

Total $3,005 $811* 
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What expenses are eligible for 
reimbursement from a Dependent Day 
Care FSA?

Amounts paid to a day care provider either in or out of the home 
are eligible, as long as the provider is not a dependent or relative 
under the age of 19.  Pre-school tuition is reimbursable, but 
tuition and expenses from grade K-12 schooling are not.

Who is considered a dependent?
Only children under the age of thirteen or adults or children 
over the age of thirteen who are incapable of self-care are 
considered dependents. In addition, the dependent must reside 
with the participant for the majority of the year in order to be 
eligible for coverage under the Dependent Day Care FSA.  In 
general, if you can claim an individual as a dependent on your 
tax return, you can claim them under the Cafeteria Plan.

Healthcare FSA Worksheet  
Eligible Healthcare FSA Expenses Annual Amount 

Medical Expenses $

Dental Expenses $

Vision Care Expenses $

Prescription drugs $

Other Items $

Total Annual FSA Expenses $

Eligible Expenses
Because FSAs  are funded with pre-tax dollars, the IRS determines the expenses that are eligible for reimbursement. The list of eligible expenses is 
extensive and is updated often. If you are uncertain about whether or not an expense qualifies for reimbursement, you should verify its eligibility 
before incurring the expense. A current list of IRS-approved expenses can be viewed at www.myCafeteriaPlan.com.

What expenses are eligible for 
reimbursement from a Healthcare/
Medical FSA?

You can use your FSA funds to pay for eligible out-of-pocket 
health care expenses such as:

• Prescription and health plan copayments, deductibles and 
coinsurance • Orthodontics • Mail-order or online prescription 
invoices • Vision services and eyeglasses • LASIK surgery and 

many other eligible expenses.

In general, any treatment for a specific medical condition is 
reimbursable; cosmetic or preventative expenses are not. For 
example, teeth-whitening and multi-vitamins are not eligible, 
but prescription sunglasses would be eligible.

Planning for Your  
FSAs

Dependent Day Care FSA Worksheet
Eligible Dependent Day Care 
Expenses Annual Amount 

Licensed Day Care Facility $

Preschool Program $

After-school Program $

In-home Child & Dependent Day Care 
Services

$

Other Eligible Expenses as defined by IRS $

Total Annual Dependent Day Care 
Expenses

$

IMPORTANT Starting January 1, 2011, if you have an FSA, 
HRA or HSA, you will no longer be permitted to use your ac-
count funds to purchase OTC drugs and medicines (e.g. Advil, 
ibuprofen, cough syrup) unless you have a Note of Medical 
Necessity (NMN) or a prescription from your doctor.

PLEASE NOTE:  To be eligible for a Dependent Day Care FSA, a participant 
must be employed and, if married, the participant’s spouse must also be 
employed.  A change in employment status for either the participant or 
the participant’s spouse may result in a change in or loss of eligibility.


