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HEALTH CARE

Health Savings Accounts (HSA)

Flexible Savings Accounts (FSA)

Heath Reimbursement Arrangements (HRA)

FLEXIBLE SPENDING ACCOUNT

Flexible Spending Accounts (FSAs) are part of an IRS
regulated, Employees make contributions on their
compensation into tax-free benefits.

Contributions made through FSAs are pretax for federal,
state, Social Security and Medicare and some local taxes.

Three types of FSA’s
Healthcare FSA
Dependent Care FSA
Limited Healthcare FSA




FSA- HEALTHCARE

Contributions are determined at the beginning of the plan
year.

Employee elects an amount to contribute and this amount
will be deducted per pay period in the plan year.

The amount the employee can contribute is $2,500.
(beginning in 2013)

Employer may elect to contribute a predetermined amount.
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FSA- HEALTHCARE

Payment are reimbursed for Qualified Expenses for:
Yourself
Spouse
Dependent

Qualified Expenses:

Qualified Medical Expenses — are specified in the plan for
Medical and Dental.

Qualified Non-prescription Medicines- are not qualified
medical expenses.

FSA- HEALTHCARE

Distribution

The maximum amount of the contribution must be available
for distribution at anytime of the pay year.

Use it or Lose it

Contributions that are not used for qualified expenses are
forfeited by the employee.




FSA — DEPENDENT CARE

Dependent Daycare FSA allows employees to pay for daycare
expenses on a pre-tax basis.

The employee’s elections are payroll deducted and placed
into an account for reimbursements for qualified expenses.

Contributions made through FSAs are pretax for federal,
state, Social Security and Medicare and some local taxes.

The pre-tax amount will appear on the Employee’s W-2 in
Box 10

The employee cannot take both the Federal Tax Credit and
the FSA.

4/19/2012

FSA - DEPENDENT CARE

Qualified Dependents
A tax dependent of the employee who is under the age of 13

Dependent as an elderly parent who is physically or
mentally incapable of self-care same residence.

Spouse who is physically or mentally incapable of self-care
and same residence.

FSA - DEPENDENT CARE

Contribution Limits:

$5,000 $2, 500

Reminder: Use it or lose it applies.




FSA — LIMITED HEALTHCARE

The Limited Healthcare FSA is for Dental, Vision
and preventative care expenses.

The plan is for qualified expenses and allows for
pre-tax contributions.
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HEALTH SAVINGS ACCOUNT

Health Savings Accounts (HSAs) are for individuals
covered by high-deductible health plans to receive tax-
preferred treatment of money saved for medical expenses.

The HSA is a tax-exempt trust or custodial account.

An Employee who is covered by a high-deductible health
plan (and has no other first-dollar coverage) may contribute
to an HSA.

HSA

Contributions are determined at the beginning of the plan
year.

o Employee elects an amount to contribute and this amount
will be deducted per pay period in the plan year.

o The amount the employee can contribute is:

Self Coverage $3,050 $1000
Family $6,150 $1000

o

Employer may elect to contribute a predetermined amount. .




HSA

The contributions to the HSA account remain in the account
until the funds are used for qualified expenses.

Employee contributions are pretax for federal, state (some
exceptions), Social Security and Medicare and some local
taxes.

Employer contributions, including employee contributions
through a 125 cafeteria plan, are required to be reported on
the employee’s W-2.

The Contributions are to be reported in Box 12 with Code
W
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HSA

2012 Out of Pocket Limits:

Minimum $1,200 $2,400
Annual

Deductable

Maximum $6,050 $12,100
Annual

Deductible

HEALTH REIMBURSEMENT ARRANGEMENTS

Health Reimbursement Arrangement (HRA) is a tax-
advantaged benefit that allows both employees and employers to
save on the cost of healthcare.

HRA plans are employer-funded.

The primary requirements for an HRA are that:
(1) the plan must be funded solely by the employer and
cannot be funded by salary reduction
(2) the plan may provide benefits for substantiated medical
expenses only.

HRAS is one of the most flexible types of employee benefits
plans.




HRA

Payment are reimbursed for qualified medical expenses for:
Current and Former Employees
Spouse and Dependents

Qualified Expenses:

Qualified Medical Expenses — are specified in the plan for
Medical and Dental.

Qualified Non-prescription Medicines- are not qualified
medical expenses.

Amounts paid for health insurance premiums.
Amounts paid for long term care coverage.
Amounts not covered under another health plan.
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HRA

The HRA expense amounts that have not been reimbursed
at the end of the plan year can be carried over to the next
year.

The remaining balance cannot be refunded to the employee.

There is no required reporting on the employees personal
tax return.

DISTRIBUTION OF FUNDS

Pay Card
Bank Account Checks

o || 2
4o

5 % a

Plan administration for review.

*

Report Qualified Expenses

Date Reason Amount

1/15/2012 CoPay Office Visit $30.00
3/01/2012 Glasses Expenses $150.00
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WraP UpP
FSA FSA HSA HRA
Health | Dependent
Nontaxable X X X
Deduction
Employee X X X
Contribution
Employer X X X X
Contribution
Contribution X X X
Limits
W2 Reporting X X .

Discussion




