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using your Outlook username and
password. Follow the on-screen
instructions.

If you are a new employee, you must
enroll online within 60 days of your
hire date by visiting the ESS web
page and clicking on the Benefits
enrollment for new employees link
under the blue My Benefits banner.
Log in using your Outlook username
and password and follow the on-
screen instructions.

If you experience a qualifying life
event, you have 60 days from the
date of the event to enroll in the FSA
plan. Those who experience a birth/
adoption/legal guardianship,
marriage or divorce, or loss of or
gain of non-MCPS benefits must
visit the ESS web page and click on
the Benefits enrollment/changes
due to qualifying life event link
under the blue My Benefits banner.
Log in using your Outlook username
and password and follow the on-
screen instructions to enroll. To
enroll if you have a change of work
status, return from long-term leave,
or cancel your benefits when going
on leave, you must complete MCPS
Form 450-3: Flexible Spending
Account Election and return it to
ERSC by the appropriate deadline
described earlier in this booklet.
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Managing Your
FSA

Benefit Strategies administers the MCPS
FSA plan. Customer service representatives
are available to answer questions toll-free at
1-888-401-3539 or by online chat at the
Benefit Strategies website from 8:00 a.m.
to 6:00 p.m. EST Monday through Thursday
and from 8:00 a.m. to 5:00 p.m. EST on
Fridays.

Benefit Strategies offers an interactive
website. On this site, visitors can find FSA
plan information, an up-to-date listing of
eligible expenses, an interactive worksheet
to help calculate your contributions, online
claim forms, and log-in page to access your
secure account.

Participants can also establish an account
and submit claims and monitor FSA activity
online.


http://www.montgomeryschoolsmd.org/departments/ersc/employees/employee-self-service/
http://www.montgomeryschoolsmd.org/departments/ersc/employees/employee-self-service/
https://www.benstrat.com/
https://www.benstrat.com/
https://www.benstrat.com/
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Example of Tax-Saving Potential with FSAs

The following example illustrates the tax-saving potential of FSAs in some of the most common situations.

An employee earns $24,000 per year and is in a 30 percent tax bracket (Federal, State, and FICA).
He/she anticipates spending $800 during the next calendar year in healthcare expenses for unreimbursed
eyeglasses and dental visits for the family. He/she also has a young daughter and spends $3,900 annually

on daycare.

WITHOUT FSAS

Gross annual salary $24,000

Pre-tax healthcare expenses -
Pre-tax dependent care expenses -

Taxable income $24,000
Income taxes @30% - 7,200
(federal, state, FICA)

After-tax healthcare expenses - 800
After-tax dependent care expenses - 3,900
Spendable income $12,100

WITH FSAS

$24,000

- 800
- 3,900

$19,300

- 5,790

$13,510

Because less tax was withheld, this employee's take-home pay increased $1,410 by participating in FSAs.

Please Note: Benefit Strategies and MCPS do not assume responsibility for the accuracy of the above calculations or for the resulting
tax savings, and are not in any way rendering tax advice.
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Frequently Asked Questions

GENERAL PLAN INFORMATION

Q.
A.

>0

>0 PO >0

> 0 » O

Do | have to enroll each year?

Yes, if you wish to use either the dependent care and/or the medical FSA, you must reenroll during
the annual Employee Benefits Open Enrollment held each fall.

What is the difference between plan year and calendar year?

The plan year is determined for the purpose of incurring expenses (14% month period beginning the
first day of January). The calendar year determines the period of time you make contributions (12
months beginning the first day of January). For example 10-month employees have 20 deductions and
12-month employees have 26 deductions in a calendar year.

When can | begin to submit claims for reimbursement?
You may begin to submit incurred expenses from the date you are enrolled in the FSA.

Do FSAs comply with IRS regulations?
Yes. The plan is in compliance with Section 125 of the Internal Revenue Code and regulations.

What records do | keep for tax purposes?

You maintain the same record-keeping procedure that you currently use for preparing year-end tax
returns. You must retain copies of all receipts for paid expenses.

What happens if | have a claim incurred during the plan year and do not submit the
claim before the last day of the plan year?

You will have until April 30 following the plan year to submit receipts for reimbursement.

What happens to my account balance if | don't use all the money deposited for the
current year?

IRS "use it or lose it" rule states that you will forfeit any money left in the account after you have
submitted claims for the entire year. Unused balances from all plan participants will be used to help
defer the administrative costs of the plan. When identifying your expenses, be conservative and only
include expenses you know will be incurred during the plan year.
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. Will I be able to change the amount of money | set aside in my account(s) during

the plan year?

Generally, you may not change the amounts until the next annual enrollment. However, the IRS

will allow you to make changes during the year due to a qualifying life event. This includes: marriage
or divorce, the gain or loss of a dependent, your spouse becoming eligible due to losing medical
coverage, your spouse starting or stopping full-time employment. You have 60 days from the date

of the qualifying life event to make changes.

. What happens if | resign or retire during the plan year?

You may only incur expenses up to the day of resignation or retirement. You will have until April 30
to submit expense receipts for services you received during your active employment with MCPS.

How will salary reductions affect my Social Security Retirement Benefits or Earned
Income Tax Credits?

Your wage base will be reduced, and therefore your expected Social Security retirement may also be
minimally reduced. Individuals who can claim the Earned Income Tax Credit (EITC) should
consider the impact their dependent care expenses would have on their EITC eligibility.

What happens if my expenses are not as high as anticipated?

The IRS "use it or lose it” rule states that any money remaining in your FSA account at the end of the
plan year will be forfeited. However, you will have until March 15 following the end of the plan year
to incur expenses and until April 30 to submit those expense receipts for services you received
during the plan year.

Do | ever pay taxes on the money | put into medical or dependent care FSAs?

No. Money is put into these accounts before federal income taxes, Social Security taxes, state taxes
(except Pennsylvania and New Jersey), and local taxes (except in some localities) are withheld. You
do not pay taxes on money taken out of these accounts to pay eligible expenses.

MEDICAL SPENDING & DEPENDENT CARE FSAs

Q.
A.

Can my spouse and I sign up for both medical and dependent care flex accounts?

Yes. However, there is a combined family maximum contribution of $5,000 annually for the
Dependent Care FSA.

May | use this account to pay for my spouse's deductibles and copayments if
he/she is not covered by my group medical plan?

Yes. However, health insurance premiums deducted from your spouse’s paycheck may not be
reimbursed through your medical spending account.
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If my child's 13th birthday is this year, may | use the dependent care account for
the entire year?

No. Only expenses you incurred before your dependent child reached the age of 13 are eligible for
reimbursement.

Are expenses for before-school and/or after-school care eligible under the
dependent care account?

Yes. If a child under the age of 13 receives before- and/or after-school care at school, you must
separate the cost of the before- and after-school care from the cost of the school. If this cost is not
available separately, it will be pro-rated based on the number of hours your child spends in before-
and after-school programs.

Do | have to complete IRS Form 2441 if | am using the dependent care
reimbursement account through Section 125, in lieu of a tax credit on my 1040 tax
filing?

Yes. Instead of completing Part | and Part 11, you would complete Part | and Part 11l of IRS

Form 2441.

If you have additional questions, please contact Benefit Strategies at 1-888-401-3539 or via their website
to access the chat feature. Or, contact ERSC via e-mail or telephone at 301-517-8100.
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