
 

VALLEY VIEW PUBLIC SCHOOLS  
COMMUNITY UNIT DISTRICT 365-U 

 
PRE-TAX PREMIUM AND  

REIMBURSEMENT ACCOUNT PLAN 
 
 

 ‘THE TAX BREAK YOU SHOULD NOT IGNORE’ 
 

 
 

This Information/Enrollment Packet includes: 
 

 an introductory memo summarizing the program and your options 
 

 PayFlex – Health Hub information 
 

 an explanation of the Pre-Tax Premium Option 
 

 an explanation of Reimbursement Accounts, including: 
 

a.   commonly asked questions and answers; 
 
b.   tips on how to estimate your account maximum; 
 
c.   a Reimbursement Account Worksheet to help you plan  

so you can maximize your savings; 
 

d.   expenses eligible and ineligible under the Medical  
Reimbursement Account; 

 
e.   information to help you compare the Dependent Day Care  

Reimbursement Account and the Dependent Day Care Tax Credit. 
 

 how the “NO CLAIM FORM” option works (see page 9) 
 

 the Pre-Tax Premium and Reimbursement Account Enrollment Form 
 
We recommend that you invest the time needed to understand your options so that you can take 
full advantage of the substantial savings available. 
 
If you have questions, you can contact our Plan Administrator, PayFlex at (800) 284-4885 for assistance 
and ask for the Flexible Spending Department.  
 
January 2020 Plan Year 
 
 
 



 
  

MEMORANDUM 
 
Date:    November  
 
To:       All Full-Time Employees Eligible for Health Benefits 
 
Re:        Pre-Tax Premium and Reimbursement Account Program 
_________________________________________________________________________________ 
 
Every January 1st you have the opportunity to take advantage of current laws and regulations to save taxes 
on the following: 
 
                - your premium payments for group Medical and/or Dental coverage; 

 
      - the expenses you incur for health care services and supplies that are not reimbursed by 
        our group insurance plan or your spouse’s plan; 

 
- the expenses you pay for dependent day care so that you and your spouse can work. 

 
Savings are achieved because you will be able to pay for these expenses with pre-tax dollars, i.e., before 
federal and state income taxes (and if applicable, Medicare, Social Security and IMRF) are deducted. 
 
Depending on your personal tax situation, the savings achieved should range from 20% to 40% of the money 
you are already spending for these items. 
 
Federally regulated programs do not recognize Civil Union dependents as legal dependents.  Therefore, 
Civil Union dependents are not eligible to participate in the Pre-Tax Premium or Reimbursement Accounts. 
 
The three options that will enable you to take advantage of the tax savings are: 
 

1.  Pre-Tax Medical/Dental Insurance Premium Payment - by completing the Enrollment Form 
provided at the end of this packet, you can authorize the District to take your premium deduction 
from your pay on a pre-tax basis.  There is no cost to you to participate in this option. 

 
2.  Medical/Dental Reimbursement Account - with this option you estimate the amount of 

unreimbursed medical and dental expenses (and other IRS approved expenses described in this 
packet) that you and your family will incur during your eligibility period within the plan year 
(January 1 through December 31).  The amount you select (up to a maximum of $2,750 per 
employee, per year) is then taken from your pay before taxes, deposited into your 
Medical/Dental Reimbursement Account, and then paid to you from your Account when you 
submit a claim. The Medical/Dental reimbursement accounts have a $500 maximum roll over to 
the next plan year. There is no cost to you to participate in this option. 

 
3.  Dependent Day Care Reimbursement Account - this option operates like the Medical/Dental 

Reimbursement Account except that the expenses are for the care of a child (less than age 13) or 
a disabled spouse or dependent that enables you and your spouse to work.  The maximum for this 
account is $5,000 per year or $2,500 if you are married and filing separately.  There is no cost to 
you to participate in this option. 
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You can elect any one, two, or all of these options; and you do not have to be enrolled in the District’s 
Medical/Dental Insurance Plan to enroll in option 2 or 3.  To enroll you must complete the Section 125 Pre-
Tax Premium and Reimbursement Account Enrollment Form found at the end of this packet, and send it to 
Mary Kelner, Administrative Assistant, at the Administration Center, so that it is received by the December 
14, 2020 11:59 p.m. deadline.  Information explaining your choices in more detail is attached.   
 
Note:  Your election to participate in option 2 and 3 is effective only for one plan year at a time.  
Therefore, each new plan year you must turn in an enrollment form to continue to participate. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
              
              
              
            
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
   

 
   For assistance with your questions contact our 
   plan administrator: 
 

PayFlex 
(800) 284-4885 

 
Ask to speak to a Flexible Spending Account 

Representative. 
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Pre-Tax Premium Payment 

 
This is a way to pay your family Medical and/or Dental premium payment payroll deduction - with before-
tax rather than with after-tax dollars. 
 
Without this option, for every paycheck you receive, taxes are deducted, when the insurance premiums you 
pay for Medical and/or Dental coverage are deducted from your take-home pay. 
 
With the Pre-Tax Premium Payment Option, your premium payments are deducted first--before taxes.  This 
method lowers your taxable income which in turn, lowers the amount of Federal and State taxes you pay; if 
applicable, Social Security (6.2% to $132,900) and Medicare (1.45%) and IMRF (4.5%).   
 
Federally regulated programs do not recognize Civil Union dependents as legal dependents.  Therefore, 
Civil Union dependents are not eligible to participate in the Pre-Tax Premium option. 
 
What changes is the approach to paying for your group benefits, not the benefits themselves.  Consider the 
following examples: 
 

After-Tax VS. Pre-Tax Premium Payment 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
This employee has increased their annual take home pay by $94.00 through the Pre-Tax Premium Option 
Employee’s subject to Social Security, Medicare or IMRF would have additional annual savings of $82, $19 
and $59 respectively. 

 
 

EXAMPLE 1  
 
Assumptions:  1.  Annual Taxable Earnings       $20,000 
   2.  Annual Premium Payments for Group Insurance        522 
   3.  Federal and State Income Tax Rate           18% 

      AFTER-TAX          PRE-TAX 
 

Annual Taxable Earnings      $20,000        $20,000 
 

Less Pre-Tax  Premium Payment     0               522 
 

Taxable Income       $20,000       $19,478 
 

Less Estimated Income Taxes        3,600          3,506 
Annual Income After Taxes     $16,400      $15,972 

 
Less After-Tax Premium Payment          522                0 

 
Spendable Income      $15,878       $15,972 

    
Additional Take Home $94 
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After-Tax VS. Pre-Tax Premium Payment 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
This employee has increased their annual take home pay by $408.00 through the Pre-Tax Premium Payment Option.  
Employee’s subject to Social Security, Medicare or IMRF would have additional annual savings of $32, $7 
and $23 respectively. 
 
NOTE:  If you elect to make your premium payments on a pre-tax basis you cannot change your coverage 
selection until the beginning of the next plan year (January 1) unless you have a “major life change” and the 
event is consistent with your election change.  For example, you cannot add or drop your pre-tax coverage for 
your dependents unless you have a major life change that directly affects your current election.  Your election 
change must be submitted to the District within 31 days of the Major Life Change.  A major life change is 
defined as one of the following events: 
 

1. Change in an employee’s legal marital status including marriage, divorce, death of spouse, legal 
separation, and annulment. 

2. Change in employee’s number of dependents due to birth, adoption, placement for adoption and death. 
3. Change in employment status of the employee, employee’s spouse, or employee’s dependent due to a 

termination or commencement of employment; strike or lockout; a commencement of or return from 
an unpaid leave of absence; a change in the worksite. 

4. Employee’s dependent satisfies or ceases to satisfy dependent eligibility requirements. 
5. Change in the place of residence of the employee, the employee’s spouse or dependent  

(Applies to HMO plans only). 
6. The commencement or termination of adoption proceedings. 
7. HIPAA special enrollment events. 
8. Any legal judgments, decrees, or orders. 
9. Any COBRA events. 
10. Entitlement to Medicare or Medicaid. 
11. Changes in the cost of a plan with automatic salary reduction adjustments; significant changes in 

costs and curtailment of coverage; significant changes in the coverage of the plan of the employer 
of the spouse or dependent, open enrollment under the plan of the spouse or dependent’s employer. 

EXAMPLE 2 
 

Assumptions:  1.  Annual Taxable Earnings       $55,000 
   2.  Annual Premium Payments For Group Insurance      1316 
   3.  Federal and State Income Tax Rate          31% 

      AFTER-TAX          PRE-TAX 
 

Annual Taxable Earnings      $55,000        $55,000 
 

Less Pre-Tax  Premium Payment     0            1,316 
 

Taxable Income       $55,000       $53,684 
 

Less Estimated Income Taxes       17,050         16,642 
 

Annual Income After Taxes      $37,950       $37,042 
 

Less After-Tax Premium Payment        1,316                 0 
 

Spendable Income       $36,634       $37,042 
Additional Take Home $408 
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Medical and Dependent Day Care  

Reimbursement Accounts 
 
 
These accounts are designed to save taxes on the money you spend for medical, dental, vision care, and 
other IRS-deductible expenses not reimbursed by insurance, and for dependent day care expenses you incur 
so that you and your spouse can work.  Examples of the savings that can be achieved and a description of 
how the program works are presented in the attached Questions and Answers. 
 
Because of the restrictions the IRS applies to Reimbursement Accounts (for example,  you cannot keep any 
money left in your Dependent Daycare account at the end of the year, but it does allow for a $500 carry over 
for the Medical/Dental account) planning is the key to achieving maximum savings.  A Reimbursement 
Account Worksheet and other information that can assist you in estimating the amount(s) you should 
consider reducing from your pay are also attached. 
 
Federally regulated programs do not recognize Civil Union dependents as legal dependents.  Therefore, 
Civil Union dependents are not eligible to participate in Reimbursement Accounts. 
 
NOTE:  You cannot change the amount you elect to be deducted from your earnings pre-tax until 
the beginning of the next plan year (January 1) unless you have a “major life change.” Your 
election change must be on account of and consistent with the major life change.  For example, the 
birth of a child may increase your out-of-pocket expenses; therefore, you can increase your elected 
account maximum to cover the new expenses you will incur for your new dependent.  You must 
submit your election change in writing to the District within 31 days of the major life change.  A 
major life change is defined as one of the following events: 
 
 

1. Change in an employee’s legal marital status including marriage, divorce, death of spouse, 
legal separation, and annulment. 

2. Change in employee’s number of dependents due to birth, adoption, placement for adoption 
and death. 

3. Change in employment status of the employee, employee’s spouse, or employee’s dependent 
due to a termination or commencement of employment; switching from part time to full time 
or full time to part time; strike or lockout; a commencement of or return from an unpaid leave 
of absence; commencement/return from an FMLA leave of absence; a change in the worksite. 

4. Employee’s dependent satisfies or ceases to satisfy dependent eligibility requirements. 
5. The commencement or termination of adoption proceedings. 
6. Any legal judgments, decrees, or orders. 
7. Any COBRA events. 
8. Entitlement to Medicare or Medicaid. 
9. HIPAA special enrollment events (Applies to Health Care Spending Accounts ONLY). 
10. Any changes to your Dependent Care service provider or in the cost of care (applies only to 

Dependent Care Accounts ONLY). 
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Medical and Dependent Day Care Reimbursement Accounts 

Questions and Answers 
 
1. Q: What is a "Reimbursement Account"? 
 

A: It is an account the District will set up for you in which the amount you elect to take as 
a pre-tax salary reduction will be credited to your account and then used by you to pay 
for health care expenses not reimbursed by insurance, and/or dependent day care 
expenses you incur while you and your spouse work.  Separate accounts are required 
for health care and dependent day care expenses. 

 
2. Q: Why have one? 
 

A: The purpose of Reimbursement Accounts is to save taxes.  Through one of these 
accounts, you will not have to pay federal and state income taxes and (if applicable) 
your IMRF contribution or FICA taxes on the income you use to pay for eligible health 
care and dependent day care expenses. Here are two examples of the amount of tax 
savings that can be generated: 

 
After Tax VS. Pre-Tax 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
This employee has increased their annual take home pay by $90.00 through the Pre-Tax Premium Option 
Employee’s subject to Social Security, Medicare or IMRF would have additional annual savings of $31.00, 
$7.25 and $22.50 respectively. 

EXAMPLE 1  
 

Assumptions:  1.  Annual Taxable Earnings       $20,000 
   2.  Annual Medical Account Deposit                        500 
   3.  Federal and State Income Tax Rate           18% 

      AFTER-TAX          PRE-TAX 
 

Annual Taxable Earnings       $20,000        $20,000 
 

Less Pre-Tax  Health Care      0               500 
   Expenses 

 
Taxable Income       $20,000        $19,500 

 
Less Estimated Income Taxes         3,600            3,510 

 
Annual Income After Taxes        16,400         $15,990 

 
Less After-Tax Health Care             500                    0 

   Expenses 
 

Spendable Income      $15,900        $15,990 
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After-Tax VS. Pre-Tax 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
This employee has increased their annual take home pay by $1,705.00 through the Pre-Tax Premium Option 
Employee’s subject to Social Security, Medicare or IMRF would have additional annual savings of $341.00, 
$79.75 and $247.50 respectively. 
 
 
 
3. Q: What qualifications do I have to meet to be eligible to participate? 
 

A: You must be an employee of District 365-U who is eligible for health benefits. 
 

4. Q: Is this a voluntary program? 
 

A: Yes. 
 
5.         Q.        Are Civil Union dependents eligible to participate? 
 

A.  No.  Reimbursement Accounts are a Federally regulated program which do not recognize    
 Civil Union dependents as legal dependents. 

 
 
 
 

EXAMPLE 2 
 

Assumptions:  1.  Annual Taxable Earnings       $55,000 
   2.  Annual Medical Account Deposit                     1,500 
   3.  Annual Dependent Day Care Account Deposit        4,000 
   4.  Federal and State Income Tax Rate           31% 

      AFTER-TAX          PRE-TAX 
 

Annual Taxable Earnings      $55,000         $55,000 
 

Less Pre-Tax Health Care and    
 Dependent Day Care Expenses    0              5,500   

 
Taxable Income         55,000          $49,500 

 
Less Estimated Income Taxes       17,050            15,345 

 
Annual Income After Taxes      $37,950          $34,155 

 
Less After-Tax Health Care and 

 Dependent Day Care Expenses        5,500                    0 
 

Spendable Income      $32,450        $34,155 
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6. Q: What kind of expenses can I pay from a Medical Account? 
 

A: Services and supplies reimbursable from your Medical Account include those not paid by the 
District's group insurance plan (or your spouse's) because of the deductibles and co-payments, 
and those expenses not eligible under an insurance plan but considered deductible by the IRS.  
Examples of services and supplies either not eligible for reimbursement or not fully 
reimbursed by our group Health Plan include routine medical exams, eye exams, glasses, 
contact lenses, to treat an illness, injury, or condition. 

 
 
 
 
 
 
 
7. Q: What kind of expenses can I pay from a Dependent Day Care Account? 
 

A: You can be reimbursed from your Dependent Day Care Account for expenses associated with 
the care of dependents (age 12 and under or age 13 and over and disabled) during the hours 
that you and your spouse are working.  Most kinds of dependent care services are covered, 
including care in your home or in a dependent care facility such as a day care center.  You 
must provide the Social Security or Tax Identification number of the provider of 
service when you request reimbursement. 

 
 
 
 
 
 
 
8. Q: How does the program work? 
 

A: 1) First, prior to the beginning of the plan year you estimate the expenses that you want 
reimbursed from each of the Accounts during the plan year (you can enroll for either 
Medical or Dependent Day Care, or both).  The annual total you select for your 
Medical/Dental Reimbursement Account will be divided by 11 and deducted from the 
first 11 paychecks of the Plan Year.  The annual total you select for your Dependent 
Day Care Reimbursement Account will be divided by 20 and deducted from 20 pay 
periods within each plan year. 

 
2) Then you complete the enrollment form found at the end of this packet, which allows 

the District to reduce your pay. 
 
3) The District communicates the type and amount of each account to the Claims 

Administrator (PayFlex).  Your salary reduction will be deposited in your Account(s) at 
each payroll. 

 
4) When you incur an expense that is reimbursable from your Account you have two 

options that you can use to request your reimbursement: 

NOTE:  Only expenses incurred for services received or 
supplies ordered during your eligibility during the Plan Year 
(January 1 - December 31) are eligible for reimbursement. 

NOTE:  Only expenses incurred for services received 
during your eligibility during the Plan Year (January 1 - 

December 31), are eligible for reimbursement. 
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A.)  The Standard Claim Form - you submit a claim to PayFlex using the Section 125 
Reimbursement Account claim form provided (which include filing instructions).   
B.) The "NO CLAIM FORM" Option - to be reimbursed for deductibles and co-
payments you incur from claims processed through your District 365U Health/Dental 
Care Plan you have a "NO CLAIM FORM" option.  By checking "YES" under the "NO 
CLAIM FORM" option on the enrollment form found at the end of this packet, your 
deductibles and co-payments will be reimbursed to you automatically on a twice 
monthly payment processing schedule.  You will not have to submit a claim for these 
expenses as mentioned in Option A. 

 
The "NO CLAIM FORM" option does not apply for those who do not carry 
Health/Dental Care Coverage through District 365U; those who have secondary 
coverage or family members who have secondary coverage through another plan;  
those who prefer to withdraw their money periodically rather than each time they 
incur a Health/Dental Care claim. 

 
Although you elect the "NO CLAIM FORM" option, you must still use the Standard 
Claim Form option for expenses that are not eligible through the Health Care Plan, i.e., 
unreimbursed eye glass expenses, or for expenses denied under Health/Dental Care 
coverage, e.g., expenses denied over the Reasonable and Customary limit. 

 
If you want to elect the “NO CLAIM FORM” option you must check “YES” in the 
“NO CLAIM FORM” section of the enrollment form at the end of this packet. 
 
If benefits are payable from the Medical Account, PayFlex will issue a check directly to 
you for an amount equal to the total amount of your claim or your projected annual 
payroll reduction, whichever is less.  In other words, you can be reimbursed an amount 
up to your annual maximum before you have actually contributed the money.  If the 
claim is for Dependent Day Care and is for more than your Dependent Day Care 
Account Balance, PayFlex will pay the amount in your account directly to you and 
automatically make payments to you for the unpaid balance when deposits are received 
from your future paychecks.  
 

5) You will be given the status of your Account each time a claim is processed; quarterly 
statements will also be provided. 

 
  6) You have until on or before March 31st, following the end of the plan year to file 

claims incurred during the plan year. 
 
9. Q: Can I change the amount(s) of my reduction during the plan year? 

 
A: You can only change or stop your reduction if you have a "major life change" during the plan 

year (see page 5 for the definition).  Note:  Your election change must be on account of 
and consistent with the major life change and submitted in writing to the District 
Administration Center within 31 days of the major life change. 
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 10. Q: Are there any potential disadvantages? 
 

A: These possible disadvantages exist: 
 

1) Effective 2014, if you participate in the Medical/Dental reimbursement account, you 
will be eligible to roll over up to $500 to the next plan year. If your balance, as of 
December 31st, exceeds $500, that amount will be forfeited; 

 
2) You cannot change the amount of your reduction during the plan year unless you have a 

"major life change"; 
 

3) If you are eligible for Social Security, the reduction in your FICA wages may slightly 
reduce your survivor and disability benefits (examples of the impact on Social Security 
benefits are provided at the end of this packet); and 

 
4) If you are enrolled in the Illinois Municipal Retirement Fund and within 5 years of 

retirement, your IMRF Retirement benefit may be reduced. 
 
11. Q: How can I avoid the possibility of losing money? 
 
 A: Careful planning is the only way. Reviewing your family's medical expense history might be 

helpful and, of course, some expenses are predictable.  Routine medical exams, orthodontia, 
and eyeglasses or contact lenses are good examples for the Medical/Dental Reimbursement 
Account, and Dependent Day Care needs and expenses are usually easy to forecast.  Using 
the Accounts can save hundreds of dollars on these expenses because you are paying for them 
with before-tax dollars. 

 
12. Q: Why can't I get my money back if there's any left in my Account? 
 

A: IRS regulations do not allow an employer to return the money. 
 
13. Q: Can I roll-over money left in an Account to the next plan year? 
 
 A: Yes, up to $500 can be rolled over in the Medical/Dental Account; but this is not   
  available for the Dependent Daycare Account. 
 
14. Q: Can I transfer money left in my Account to my Tax Deferred Annuity? 
 

A: No. 
 
15. Q: What happens to the money left in my Account that I have to forfeit? 
 

A: Per the IRS, it remains with the District. 
 
16. Q: Can I transfer money between the Medical/Dental Reimbursement Account and the 
  Dependent Day Care Account? 
 

A: No, the IRS will not allow a transfer. 
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17. Q: Will the salary I decide to direct to my Reimbursement Account(s) reduce my pension 

benefits? 
 

A: Your salary reduction will not affect your pension benefit if you are a participant in the 
Illinois Teachers’ Retirement System.  However, if you participate in the Illinois Municipal 
Retirement Fund, your pretax contributions reduce our IMRF earnings.  If you are 
considering retirement within the next five years, contact IMRF for more information. 

 
18. Q: Do I use my original gross income or my income after it is reduced to determine my 

maximum contribution to a Tax Deferred Annuity? 
 

A: The maximum contribution is based on your lower income after the Reimbursement Account 
reduction. 

 
19. Q: Can I earn interest on the money deposited in my Reimbursement Account? 
 
 A: No.  First, current opinion is that the IRS will consider paying interest on the Reimbursement 

Account balance illegal; second, the money is not expected to remain in the account for any 
length of time because of continuous requests for reimbursement of expenses as they are 
incurred. 

 
20. Q: What happens if I take a leave of absence or if I’m on a disability leave? 
 
 A: If you are on an unpaid leave of absence and want your deductions to stop, you can terminate 

from the program because an unpaid leave of absence is a “major life change.”  If you do not 
want to terminate or if you are on a disability leave, deductions must still be taken from your 
earnings.  The schedule of how deductions will be taken during this time off will be handled 
on a case-by-case basis, and you must contact the District to make arrangements. 

 
21. Q: What happens to my money if I leave the District before the plan year ends? 
 

A: You have the following options: 
  

1)  You can continue to submit expenses incurred prior to your leaving to the Claims   
Administrator until the Account Balance for the plan year is used up. 

 
2)  If you terminate before all your contributions have been deducted and you will have to use 

the balance in your Medical Account for services provided after your termination date, 
you may continue your eligibility through a COBRA extension (a COBRA extension does 
not apply to Dependent Day Care Accounts). 

 
22. Q: Is the Dependent Day Care Reimbursement Account going to generate more savings for 

me than the Child and Dependent Care Tax Credit I can take on my Federal tax return? 
 
 A: The answer to this question depends on several variables, e.g., the number of dependents 

receiving care, the cost for the care, and your adjusted gross income.  Information will be 
provided to help you evaluate these alternatives. 
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23. Q: How do I enroll? 

 
A: Enrollment Forms and information to help you complete the forms are attached. You can call 

the PayFlex at (800) 284-4885 for assistance and ask for the Flexible Spending Department. 
Your completed form must be turned into Mary Kelner, Administrative Assistant for 
Employee Benefits, at the Administration Center by December 14, 2020 at 11:59 p.m. 

 
24. Q: Can I enroll in the future if I don't enroll this year? 
 

A: Yes, you will have the opportunity to enroll at the beginning of each new plan year, during 
open enrollment (December 1 – December 14 for a January 1 effective date) 
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Estimating Your Expenses 

 
 
The following pages include a worksheet and a list of eligible and non-eligible expenses.  These have been 
provided to assist you in estimating the eligible expenses that you and your family will incur during the plan 
year.  We encourage you to work with the worksheet and also keep the following suggestions in mind: 
 
 

 Read the list of eligible and non-eligible expenses on pages 15 through 17 - this will help prevent 
you from putting money away for an expense that is not covered and will also provide "brain 
storming" material for you to use when estimating the expenses you and your family will incur 
during the plan year 

 
 

 The expenses you estimate must be for services provided and supplies ordered/purchased within 
the plan year, January 1 through December 31 

 
 

 Put money in the account for expenses that you know you are going to incur rather than for 
expenses you think you are going to incur 

 
 

 Focus on predictable expenses, e.g., routine/preventative treatment, dental expenses, costs for 
prescription drugs that are purchased on a routine basis, or your out-of-pocket expenses for 
treatment of a chronic illness, i.e., allergies or hypertension 

 
 

 KNOW YOUR INSURANCE BENEFITS - in order to estimate your out-of-pocket expenses 
accurately, you must know how to estimate the insurance benefits that you will receive 

 
 

 Dependent day care expenses are eligible only for services provided during the hours that you 
and your spouse are working - you must be able to provide the social security or tax 
identification number of the provider of service - you cannot be reimbursed for payment made in 
advance of services rendered, e.g. payment made three months in advance to “hold an enrollment” 

 
 

 The $5,000 dependent day care maximum is a “per family” maximum (or $2,500 if you are 
married and filing separately) therefore, if your spouse has an account through his or her 
employer, the combined maximum of both your accounts cannot exceed $5,000. 
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Reimbursement Account Worksheet 

 
              Projected Unreimbursed 
                          Expenses 
          January 1 through December 31 

 
1.  Medical/Dental Reimbursement 

      Account (maximum $2,750 per employee) 
 
     Medical Expenses: 

 
       Deductible-  $______________ 
 
       Co-insurance/Co-payments-    _______________ 
 
      Immunizations/Inoculations-(amount not reimbursed by insurance)   _______________ 
     
   Routine Office Visits-(amount not reimbursed by insurance)   _______________ 
 
      Dental/Orthodontia Expenses: 
 
       Deductible-     _______________ 
 
       Co-insurance/Co-payments-    _______________ 
 
      Eye Exams/Glasses/Contact Lenses-(amount not reimbursed by insurance)   _______________ 
 
  Other:  (List is provided as Exhibit A)   
 
         ____________________ ____________________  _______________ 
 
         ____________________ ____________________  _______________ 
 
     TOTAL - Projected Unreimbursed Expenses  $______________ 
      

2. Dependent Day Care Reimbursement 
     Account (maximum $5,000 per family) 
 
     Review page 18 to determine 
     the appropriate amount, if any, 
     you should deposit in your 
     Dependent Day Care Reimbursement 
     Account for expenses incurred 
     from January 1 through December 31.    $______________ 
_______________________________________________________________________________________________ 
COMPUTATION:  
 
Divide the total amount in item 1 by 11 to determine the amount by which your salary will be reduced from the first 
11paychecks of the Plan Year and item 2 by 20 to determine the total amount by which your salary will be reduced during of 
the plan year.  Then insert the amount for each Account in the appropriate blank space next to "per pay period" on the 
SECTION 125 PRE-TAX PREMIUM REIMBURSEMENT ACCOUNT ENROLLMENT FORM. REMEMBER:  Any 
money you put into your Reimbursement Accounts and do not use by the end of the plan year will be forfeited, except for the 
$500 that you are eligible to roll over for the Medical and Dental account. 
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Medical/Dental Reimbursement Account Eligible Expenses 

 
The following are eligible: 
 
1. Expenses covered by the District's group health and dental insurance plans (or other plans such 

as your spouse’s) but not reimbursed because of the deductible or co-payments.  
 
2. Virtually all prescription vision expenses (including eyeglasses, contact lenses and, an 

optometrist) as well as the cost of contact solutions, LASIK eye surgery, a guide dog for the 
blind and special education devices for the blind, such as a special typewriter.  This does not 
include the cost of premiums for contact lens replacement insurance. 

 
3. Expenses that may not be covered or that have annual maximums by your group health or 

dental plan, including (but not limited to): 
 

- confinement to a facility primarily for screening tests  
  and physical therapy or hydrotherapy 

 
- general physical exams 

 
- services, supplies, and drugs that are cosmetic in nature if it is necessary to ameliorate  
  a deformity arising from, or directly related to, a congenital abnormality, a personal 
  injury resulting from an accident or trauma, or disfiguring disease. 
 
- services for chromosome or fertility studies 

 
- treatment (other than surgery, which is covered by the medical plan)  
  of corns, bunions, calluses, foot structural disorders, etc. 

 
- immunizations 

 
- well baby care 

 
-  vitamins, minerals, and herbs prescribed by a physician to treat an injury, illness, or  
    condition.  Note:  These expenses require a letter of medical necessity from the 
    prescribing physician. 
 
- ace bandages, support hose, or other pressure garments 
   prescribed by a physician to treat an illness or injury 

 
- charges in excess of reasonable and customary expenses 

 
- acupuncture for pain relief as performed by a licensed  practitioner 
 
- smoking cessation programs that are prescribed by a physician as well as related drugs  
  that can only be purchased with an FDA approved prescription 
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- weight loss program/prescriptions drugs that are prescribed by a physician  
   to treat an illness (the cost of special foods is not eligible) prescribed by a  
 
-   physician to treat an illness or injury 
 
- individual psychiatric or psychological counseling 

 
            - orthodontic services will be reimbursed based on the payment contract 
 
 4. Transportation expense to receive medical care, including fares for public transportation and 

actual out-of-pocket car expense, such as gas and oil.  In lieu of out-of-pocket expenses, a 
standard mileage rate of 17¢ per mile (plus tolls and parking) can be used. 

 
 5. Hearing expenses including hearing aids, special instructions or training for the deaf (such as lip 

reading), the cost of acquiring and training a dog for the deaf and special telephone and audio 
display equipment for the deaf. 

 
 6. Birth control pills 
 
 7. Hypnosis for treatment of an illness. 
 
 8. "Halfway house"-care to help individuals adjust from life in a mental hospital to community 

living. 
 
 9. Tutoring by licensed therapist for a child with a severe learning disability and special schooling 

for handicapped. 
 
10. Lifetime care advance payment to private institution for lifetime care, treatment, or training of 

mentally or physically handicapped patient. 
 
11. Medical information plan fees paid to a plan maintaining individual's medical information by 

computer. 
 
12. Special car controls for the handicapped. 
 
13. Reimbursement may also be made, at least in part, for certain capital expenditures that are 

primarily made for health care reasons.  For example, an air conditioner installed in the home of 
a person with severe allergies may qualify for partial reimbursement.  Another example might be 
the installation of an exercise swimming pool to aid in the recovery of a stroke victim.  You 
must provide proof of the medical necessity for these types of items.  It is HIGHLY 
recommended that you consult with PayFlex regarding eligibility of such items before you 
include them in your election. 
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Based On IRS Regulations The Following Are Not Eligible:  

 
1. Marriage or family counseling. 
 
2. The salary expense of a licensed practical nurse (LPN) incurred in connection with the care of a 

normal and healthy newborn (even though such care may be required due to the death of the 
mother in childbirth). 

 
3. Cosmetic procedures and related supplies that are rendered solely for cosmetic purposes. 
 
4. Household and domestic help (even though recommended by a qualified physician due to an 

employee's or dependent's inability to perform physical housework). 
 
5. Custodial care in an institution. 
 
6. Costs for sending a problem child to a special school for benefits the child may receive from the 

course of study and disciplinary methods. 
 
7. Health club dues, YMCA dues, steam bath, etc. 
 
8. Social activities, such as dance lessons or classes (even though recommended by a qualified 

physician for general health improvement). 
 
9. Membership fees or costs associated with weight-loss or stop-smoking programs for general 

health and well-being purposes. 
 
10. Teeth bleaching if the origin of the tooth discoloration is not due to an illness or an injury. 
 
11. Cosmetics, toiletries, toothpaste, etc. 
 
12.   Over-the-counter medicine and supplies 
 
13. Vitamins taken for general health purposes, even if prescribed by a practitioner. 
 
14. Premiums for any insurance coverage. 
 
15. Weight loss programs and related drugs that are taken for the general well being of an individual 

rather than the treatment of an illness. 
 
16. Vacation or travel taken for general health purposes, a change in environment, improvement of 

morale, etc., or taken to relieve physical or mental discomfort not related to a particular disease 
or physical defect. 

 
17. Retin-A when used solely for cosmetic purposes. 
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Dependent Day Care Flexible Spending Account or Tax Credit 

Which Approach Will Save The Most Tax $? 
 
If you are paying for Dependent Day Care services for a child under age 13, a disabled dependent, or a 
disabled spouse so that you or your spouse can work or look for work, you can take either of these 
approaches to reducing your taxes: 
 

Child and Dependent Care Tax Credit 
Or 

Dependent Day Care Flexible Spending Account 
 
The best approach for you will depend on the number of dependents involved, the amount you are paying 
and your adjusted gross income.  Generally, the method of determining which approach is most effective for 
you is to compare the totals developed by: 
 
1. applying the Tax Credit percentage from IRS form 2441 (excerpt attached) to your expected 

Dependent Day Care Cost for this plan year (NOTE:  the maximum annual allowable fees are $3,000 
for one dependent and $6,000 for two or more); and, 

 
2. estimating your taxes for this plan year by applying the appropriate Federal and State tax percentages 

to your expected Dependent Day Care cost for this plan year (to a maximum of $5000 or $2500 if 
you are married but file a separate Federal income tax return)--and, if applicable, Social Security 
(6.2% to $132,900) and Medicare (1.45%) and IMRF (4.5%).   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Employers subject to Social Security, Medicare or IMRF would have additional savings of $186, $43 and 
$135 respectively. 

EXAMPLE Of TAX CREDIT AND FLEXIBLE SPENDING ACCOUNT  
COMPARISON 

 
Assumptions:  1. Adjusted Gross Income       $40,000 
   2. Dependent Day Care Cost (1 Dependent)        3,000 
   3.  Federal and State Income Tax Rate           31% 

 
          TAX CREDIT SAVINGS: 

 
  $3,000 (Maximum Allowable) x 22% = $660.00 

 
 

          Dependent Day Care Account  Savings: 
 
 $3,000 x 31% (without SSA & Medicare) =      $930.00 
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Dependent Care Tax Credit Percentage 

 
 
  Adjusted Gross Income    Percentage 
 
 
     Over        But Not Over 
 
   $     0  $15,000          35% 
 
    15,000     17,000          34% 
 
    17,000     19,000          33% 
 
    19,000     21,000          32% 
 
   21,000    23,000          31% 
 
    23,000     25,000          30% 
 
    25,000     27,000          29% 
 
    27,000     29,000               28% 
 
    29,000     31,000          27% 
 
    31,000     33,000               26% 
 
    33,000     35,000          25% 
 
    35,000     37,000          24% 
 
    37,000     39,000          23% 
 
    39,000     41,000               22% 
 
    41,000     43,000          21% 
 
    43,000        N/A      20% 
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Section 125 Salary Reductions 

Impact on Social Security Benefits 
 

 
Estimates of the amount by which Social Security Retirement income will be reduced if an employee 
reduces his or her salary on a pre-tax basis are presented below.  These examples assume that the Annual 
Compensation and Salary Reduction remain constant to age 65. 
 
 
      Annual   Reduction in 
            Section 125      Monthly 
Employee   Annual    Salary            Social Security 
    Age        Compensation           Reduction       Benefit 
 
 25  $25,000   $1,000    $18.60 
 
 25  35,000   5,000    59.00 
 
 35  25,000   1,000    11.00 
 
 35  40,000   5,000    44.80 
 
 45  30,000   1,000      6.90 
 
 45  45,000   5,000    37.50 
 
 55  35,000   1,000      3.90 
 
 55  50,000   5,000    11.90 
 
 
The combined tax savings should exceed the reduction in Social Security benefits.  For example, a person 
with $25,000 of taxable earnings who is age 25 will save $22.00 per month in taxes (versus $18.60 in Social 
Security benefit reduction).  The $22.00 tax savings was calculated as follows: 
 
    Federal Income Tax   15.00% 
 
    IL State Income Tax    4.95% 
 
    FICA Tax   7.65% 
 
    Total Tax Savings     27.60% 
 
Salary Reduction of $1,000.00 x 27.60% = $276.00 annual savings- $276.00 ÷ 12 = $23.00 monthly 
savings. 
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