Webster Presbyterian Church

Policy and Procedures Covering

A Health Flexible Spending Account (“Health FSA”) for Pastors

1.0 PURPOSE
Webster Presbyterian Church (WPC) (hereafter referred to as WPC) provides an IRS 125 Plan Health Flexible Spending Account (“Health FSA”) for ordained pastors (called or interim) to pay for out of pocket expenses with pre-tax dollars for approved health care services.  The WPC plan does not cover dependent care services.
2.0 POLICY STATEMENT
2.1 Policy Statement
WPC provides all full-time and part-time, called or interim, benefits-eligible, ordained pastors (hereafter referred to as pastors) access to an IRS Section 125 Health Flexible Spending Account (“Health FSA”) benefit.
WPC will keep all information disclosed by pastors under this plan confidential and only used for the purpose of administrating this benefit.  All Records associated with this plan will be kept in the employee financial files and destroyed when no longer needed.
2.2 Authorization
The WPC Personnel Committee has the authority to change or modify this policy at any time, with or without notice, in compliance with the Plan and IRS guidelines, and with the approval of the WPC Session.

2.3 Definitions
a. “Section 125 Plan” – A plan established per IRS guidelines; a pre-tax payroll deduction, approved by the pastor, authorizing WPC to deduct from the pastor’s pay check an used for amounts the pastor must pay out of pocket for uncovered medical, dental, and vision expenses within the benefit year.

b. “Benefit Year” – WPC’s self-defined benefit year begins on January 1 (or first work day of January) and ends on the last day of December in the same calendar year.
c. “Short Year” – is a benefit year that begins on the first day of the first full month of employment and ends on the last day of December in the same calendar year.
2.4 Authorized Deduction Amounts
a. Pastors may authorize WPC to deduct from their pay check up to an annual maximum of $2,500 for the Health FSA.  The annual amount will be deducted in equal amounts from the paycheck each pay period.

b. If a pastor begins employment in the middle of a year which results in a short plan year (that is, fewer than 12 months), the $2,500 limit must be prorated based on the number of months in that short plan year.
c. All authorized deductions are made pre-tax thus lowering the pastor’s taxable income by the amount deducted.
d. The deducted amounts are held in WPC’s general account and the accumulated amount and amounts of payments to the pastor are tracked by the WPC treasurer and bookkeeper.
2.5 Usage
a. To request payment from the Health FSA, pastors must submit the attached Reimbursement Claim Form and supporting receipts for qualified expenses to the WPC Bookkeeper
b. Qualified expenses are ones that meet IRS medical deduction rules, such as physician’s office visit co-pays, uncovered prescription drug costs, etc., and that are not covered by another plan.
c. Pastors may request payment to cover qualified expenses that incurred within the benefit year.
d. Pastors must submit receipts to cover expenses at any time during the benefit year and up to 2 months and 15 days beyond the end of the benefit year (March 15) provided the receipts refer to expenses incurred within the benefit year.  During the 2 month and 15 day grace period, receipts may be submitted from for qualified expenses from the previous year and will be deducted from the previous year’s deducted amount until that amount is exhausted.

e. The Reimbursement Claim Form and receipts must be submitted through the WPC bookkeeper and be approved by the Head of Staff, except Head of Staff forms must be approved by the Chair of the WPC Personnel Committee. Once approved, checks will be issued directly to the pastor in the amount requested provided the pastor’s receipts do not exceed the total amount of money which the pastor has authorized WPC to deduct from his / her cumulative paychecks for the benefit year.
f. Pastors are permitted to submit for reimbursement up to the maximum amount of the flex spending arrangement balance even if those funds have not yet been deducted as long as they are incurred within the benefit year.

g. Changes to the pastor’s total contribution to the Health FSA must be made before the beginning of the benefit year unless a qualifying event occurs during the benefit year (see 2.7 below). The pastor must adjust the total contribution within thirty (30) days of the qualifying event. All changes to the pastor’s flex spending arrangement must be initiated through the WPC Personnel Committee.
h. Money deducted but not used within the benefit year is lost and may not be reclaimed by the pastor.  WPC will use this money to defer administrative expenses of this benefit or it will be transferred to the Mission Budget.
2.6 When Participation Ends
A pastor’s participation in the plan ends:

• on the date of the pastor’s death, retirement, the end of a severance package, or otherwise cease to be an eligible employee under the plan,
• at the end of the plan year if the pastor elects not to participate in the following plan year,
• on the date the plan is terminated,
• on the date the pastor enters the armed forces of any country in active, full-time duty.
Pastors are able to submit request payment for expenses that occur on or before the last day of participation. 
WPC will not deduct from a pastor’s final paycheck, Health FSA deductions that are due for the rest of the year.
2.7 Qualified Life-Change Events
Under IRS rules, an employee’s salary reduction contribution election must be set for the entire plan year.  An employee may not change the amount of his or her salary reduction election during a plan year unless the employee has a “qualified life-change event” or other recognized reason for an election change. Any election change must be consistent with the qualified event. A qualified life-change event includes a change in:

1. Legal marital status, including marriage, divorce, the death of a spouse, legal separation, or annulment

2. The number of the employee’s dependents, including birth, adoption, placement for adoption, or the death of a dependent

3. The employee’s, spouse’s, or dependent’s employment status that is a termination or commencement of employment, a strike or lockout, a commencement of or a return from an unpaid leave of absence, or a change in worksite

4. The employee’s, spouse’s, or dependent’s employment status that causes the individual to become or cease to be eligible for the plan, which may include a change in work schedule or a change between salaried and hourly employment

5. The employee’s dependent’s eligibility for coverage under the plan because of the attainment of a particular age or other similar event

6. The employee’s, spouse’s, or dependent’s residence 

In addition to qualified life-change events, an employee may also change his or her salary reduction election.

1. If the employee or employee’s dependent is or becomes entitled to Medicare or Medicaid coverage, the employee may change his or her election to cancel or reduce coverage. 

2. If the employee or the employee’s dependent loses eligibility for coverage under Medicare or Medicaid, the employee may elect to commence or increase coverage.

3. If a child coverage order requires coverage of an employee’s child, the employee may change his or her election.

4. If a child coverage order requires a spouse or former spouse to provide coverage, the employee may change his or her election.

Note: Qualified life-change events that refer to an employee’s “dependent” would include an employee’s qualified domestic partner if he or she qualifies as the employee’s dependent for federal tax purposes.
2.8 Taxation of benefits
Benefits received from a Health FSA are intended to be qualifying benefits under Section 125 of the Internal Revenue Code. However, WPC does not warrant or make any representation that any benefit received is excludable from gross income for local, state, or federal income tax purposes. By accepting a benefit paid through the plan, the employee agrees to be liable for any tax that may be imposed with respect to that benefit, plus any penalty that may be imposed in connection with the tax. 

Webster Presbyterian Church

Reimbursement Claim Form for Health Flexible Spending Account
A. General Instructions

Use this form to claim reimbursement for eligible healthcare expenses; minimum amount required for processing is                     
You may submit any amount from
(date) through
(date). (Employer selects based on whether permitting grace period claims. There is no minimum amount required during these months.)
Your total reimbursement for the year cannot exceed the total amount of salary reduction you elect to contribute to your account. A Health Flexible Spending Account (FSA) remaining balance and any unreimbursed claims from a prior plan year cannot be carried over to the next plan year and will be forfeited.
B. Employee Information

Name                                                                          SSN                                                           
Address:                                                                                                                                                                
City                                                               State                                        ZIP                                             
C.  Claim Information

I hereby request reimbursement of the following healthcare expenses incurred during the plan year and its ensuing grace period:         
For expenses incurred during the grace period:
· Please reimburse me from amounts contributed during the previous plan yea
· Please reimburse me from amounts contributed during the current plan year.
Photocopies of bills, receipts, or cancelled checks can be used for proof of incurred expenses. For expenses previously submitted under your or your spouse's medical or dental coverage or your spouse's Health FSA that were not reimbursed or only partially reimbursed, attach copies of the "Explanations of Benefits" you received. You are solely responsible for the validity of all claims. Only expenses for the employee or the employee's eligible dependents for federal tax purposes may be reimbursed from a Health FSA. An employee's "dependent" would include an employee's qualified domestic partner if he or she qualifies as the employee's dependent for federal tax purposes.
	Dates of Service
	Patient (give full name of spouse or dependents if other than yourself)
	Provider of Service
	Item or Service for Reimbursement
	Amount

	
	
	
	
	

	
	
	
	
	$

	
	
	
	
	$

	
	
	
	
	$

	
	
	
	TOTAL
	$


I certify that the foregoing is true and correct and that I have not previously received, nor will receive, reimbursement for the items listed above from any other source. I understand that expenses reimbursed from my Health Flexible Spending Account cannot be claimed on my personal federal income tax form. I further certify that I have met all the requirements for reimbursement of eligible expenses as described in the current Health Flexible Spending Account materials provided by my employer.
Employee's signature                                                                                                Date (mm/dd/yyyy) 

Employer's authorized representative's signature                                                                           Date (mm/dd/yyyy)

