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To:
Employees Who Work 17 ½ Hours a Week or More 

From:
J. Dawn Daghe

Date:
October 15, 2007
Re:
Flexible Benefits for Calendar Year 2008
The Horace Mann Flexible Benefits Plan allows you to have a Flexible Spending Account and/or Premium Only Plan.  

A Premium Only Plan is simply the deduction of your Group insurance premiums from your gross salary (before taxes), rather than after taxes.  This is known as salary reduction, decreasing your gross pay and increasing your net pay (spendable income), thus reducing the amount of your taxable income.

A Flexible Spending Account is to reimburse yourself for certain medical and day care expenses tax-free.  You can establish either a Medical Spending Account to reimburse eligible out-of-pocket medical expenses, or a Dependent (Day) Care account to reimburse eligible dependent care expenses tax-free.  If you incur both types of expenses, you can establish both accounts.  

The Four Flexible Benefit Options are:

1. Blue Cross Blue Shield Health Insurance Premium

2. Blue Cross Blue Shield Dependent Dental Insurance Premium

3. Medical Spending Account ($4,000 maximum / $60.00 minimum per year)

4. Dependent Care Account ($5,000 maximum per year)

· Deadline to return Flexible Benefits Form to the District Office is Monday, December 3, 2007.

· Failure to complete a Flexible Benefit Election Form will be construed as no desire to participate in the Flexible Benefit Plan for the calendar year 2008.
The Flexible Benefit Plan

The Flexible Benefit Plan is an employee benefit available through your employer.  The flex plan is not insurance, and is a legal tax savings plan that allows you to reduce your taxable income.

The flex plan is set up to allow you the following options:

1. You may put your share of eligible insurance premiums through the flex plan.

2. You may put money into a Medical Spending Account to pay for eligible medical expenses not paid by any insurance plan.

3. You may put money into a Dependent Care Account to pay for eligible day care expenses.

Please refer to the Flexible Benefit Election Form for the benefits that are available under the flex plan.

Changes During the Plan Year

Below are some things to consider when deciding to participate in the flex plan.

You can change the flex plan only if there is a qualifying change in your family status.  A qualifying change includes marriage, divorce, death of a spouse or child, birth or adoption of a child, or changes in you or your spouse’s employment status.  Your benefit change must be consistent with your family status change and must be made within 30 days of the qualifying change.

The IRS requires your enrollment in the flex plan to continue for the entire calendar year.

Important Regulations for Both Spending Accounts

Be sure your spending account contribution is a realistic amount.  IRS rules stipulate money left in your account after the 60-day run-out period at the end of the flex plan year cannot be carried forward or returned to you.

You are required to attach copies of receipts for all eligible expenses, showing amounts and dates of service.  You are responsible for keeping all receipts and records for tax purposes.

Horace Mann reimburses you directly.  Assignment to any other person cannot be made.

Eligibility Requirements for the Medical Spending Account

The date of service for eligible expenses must be during your flex plan year, and expenses cannot be reimbursed by any other source.  If you are submitting expenses to your insurance carrier, do that first.

Copies of statements for services must show the amounts and dates of service.  Copies of canceled checks, credit card slips or statements that only indicate balance due will not be accepted.

The expense must be for a service performed before you submit your reimbursement request form.  

The expense cannot be for “unnecessary cosmetic surgery” that are primarily cosmetic in nature.  Only expenses that alleviate, treat, mitigate, or prevent a medical, dental or eyesight condition are eligible for reimbursement.
Eligibility Requirements for the Dependent Care Spending Account

The dates of care must be during the flex plan year.  Expenses must be for the care of a dependent under age 13 or for the care of a dependent adult or child over age 13 incapable of self-care.  Day care provider must be licensed.

Neither you, your spouse, nor other dependents may provide care.

How do the Medical Spending and Dependent Care Spending accounts work?

Both accounts are as simple as a checking account.  That is, by payroll deduction you deposit tax-free money into your account each pay period.  Then, by submitting the appropriate reimbursement request form, you make tax-free withdrawals to reimburse yourself as eligible out-of-pocket medical or dependent care expenses are incurred.  The service must be performed before you submit the reimbursement request; in other words, you cannot request reimbursement for expenses not yet incurred.  Receipts must be included with the reimbursement requests.  Following the end of the plan year, you have 60 days to submit outstanding reimbursement requests for expenses incurred prior to the end of the plan year.

How to Get Reimbursed for Eligible Expenses

Once an eligible expense is incurred (services are provided), submit the appropriately completed and signed reimbursement request form with receipts to the address on the backside of the form.  Submitted expenses must total at least $50.00 or they will be held until that minimum is reached.

General Guidelines to Follow

· Elections must be made prior to the start of the plan year.

· You must complete an election form every year.

· Elections can’t be changed after the start of the plan year unless you experience a change in family status.

· Prior to the end of the plan year, you choose your benefits for the following plan year, if applicable.

· All expenses for which you are requesting reimbursement must be incurred during the plan year.

· Following the ending date of the plan year, you have 60 days to submit reimbursement requests for expenses incurred prior to the ending date.

· If you deposit more money into your account(s) than what you spend, you will not receive a refund of that money.

Summary

Since this is a legal tax savings program, you may want to consult your financial advisor before making a final decision about the flex plan.
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