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WHAT IS A 

Flexible Spending Accounts (FSA) are 

part of Section 125, established by the 

IRS. Section 125 allows employees to 

set aside money for future medical and 

child care costs on a pre-tax basis. 

A Medical FSA can be used to cover:

• Insurance deductibles

• ��Co-payments and coinsurance 

• Prescriptions

• Dental or vision expenses

• Over-the-counter medicine

• Menstrual products

• PPE (e.g., masks, hand sanitizer)

FLEXIBLE SPENDING ACCOUNT?

SAVINGS
You save between 15%-40% by not having to pay federal, most state and local taxes, 
as well as Social Security and Medicare taxes for every dollar elected for an FSA.

The savings really add up.

Without an FSA With an FSA
Gross taxable wage $500.00 Gross taxable wage $500.00

Federal, FICA & State Tax -113.25
Group Insurance premium 

contribution
-40.00

Group Insurance premium 

contribution
-40.00

Average weekly out-of-pocket 

medical expenses
-50.00

Take home pay $346.75 Taxable wage $410.00

Average weekly out-of-pocket 

medical expenses
-50.00 Federal, FICA & State Tax -92.86

Amount left to spend $296.75 Amount left to spend $317.14

FSA Tax Savings per week $20.39

• Assuming 15% Federal tax, 7.65% FICA Tax (Social Security and Medicare)



Below is an example of a how a current participant  
calculated the amount they elected for medical FSA.  
Be sure to base YOUR estimate on known expenses. 

The full amount of your medical election is available 
for reimbursement upon the first day of your plan year. 

When you incur an eligible out-of-pocket expense, 
submit your itemized documentation to BASIC and 
receive a tax free reimbursement. 

IRS regulations govern the eligibility of claims which include those that are not fully covered by 
a health care plan and are prescribed by a physician or other licensed professional, primarily 
for preventing, treating or mitigating a physical defect or illness. The IRS does not allow 
reimbursement for the following: cosmetic surgery, insurance premiums, teeth bleaching / 
whitening, nutritional supplements/vitamins, marriage counseling, debt counseling, eyeglass 
sun clips and prepayment of services. For more details, refer to IRS Publication No. 502.

MEDICAL FSA

Charges Savings

Deductible $500 $113

Co-pays $450 $101

Prescriptions $480 $108

Contacts/Vision 
services

$220 $49

Dental $100 $22

Over-the-counter  
items

$75 $16

Total $1825 $409

• Assuming 15% Federal tax, 7.65% FICA Tax (Social Security and Medicare)
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https://www.basiconline.com/wp-content/uploads/2011/08/CDA-Ops-13-Medical-FSA-Election-Worksheet.pdf
https://www.basiconline.com/wp-content/uploads/2011/08/CDA-Ops-13-Medical-FSA-Election-Worksheet.pdf
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*� ����PLEASE NOTE:  
This list is a broad overview 
of eligible expenses; not 
all services provided by 
a provider or practitioner 
are eligible under the IRS 
regulations.  
 
Please call BASIC  
regarding your specific  
item or treatment, prior  
to election, to confirm  
eligibility.

CALCULATE SAVINGS
Use our calculator to estimate the size of your 
tax saving, annually or per pay check, when you 
choose to participate in BASIC FSA!

https://www.basiconline.com/fsasavingscalculator

https://www.basiconline.com/hq/employer/basic-flex/your-basic-flex-tax-savings-calculator/


DEPENDENT ELIGIBILITY
• ��� �You and your spouse must be employed or 

actively seeking employment or attending 
school full time.

• � �Child must be a dependent under 13 years of 
age* and be in your custodial care more than 
50% of the calendar year. Once your child 
turns 14 during the plan year, expenses are no 
longer eligible for reimbursement.

• � �A spouse or dependent who is incapable of 
self-care and regularly spends at least eight 
hours per day in your home (i.e. an invalid 
parent). 

SERVICE REQUIREMENTS � �
•  �Provider may not be a minor child or  

dependent for income tax purposes  
(i.e. an older child).

• � ��Service provider must claim payments as 
income and comply with state regulations.

• � �Services must be for the physical care of the 
child, not for education, meals, etc.

• � �Overnight camps are not  
eligible for reimbursement.

• � ��Expenses paid for Pre-K are eligible but  
kindergarten and higher is not.

 
* �Consolidated Appropriations Act, 2021: Employers can allow unused dependent care FSA amounts for children until they turn age 14, at least through the end of the 2021 plan year. Please check with your HR 

Department for confirmation that your plan allows adopted that provision. 

If you qualify for the Child Care Credit, the same IRS rules apply. If you have 2 or more children and spend more than $5,000 for child care, you may have additional tax credits available to you. For more details, 
refer to IRS Publication No. 503 Page 5

Without an FSA With an FSA
Gross taxable wage $500.00 Gross taxable wage $500.00

Federal, FICA & State Tax -113.25 Dependent care election 
($5,000 divided by 52 weeks)

-96.15

Take home pay $386.75 Taxable wage $403.85
Average weekly out-of-pocket 

medical expenses
-96.15 Federal, FICA & State Tax -91.47

Amount left to spend $290.60 Amount left to spend $312.36

FSA Tax Savings per week $21.78

Annual Savings $1,132.56

DEPENDENT CARE FSA

• Assuming 15% Federal tax, 7.65% FICA Tax (Social Security and Medicare)

Plan contribution maximums vary between employers and range from $5,000 to $10,500. 
Check with your employer for your specific plan’s specific contribution limit. Just as with 
Medical FSA, you save between 15%-40% by not having to pay federal, most state and  
local taxes, as well as Social Security and Medicare taxes for every dollar elected for  
Dependent Care FSA.

Unlike a Medical FSA, Dependent Care FSA is a pay-as-you-go account. Funds are not 
advanced by your employer. 

ADDITIONAL



A New Way to Manage Benefits
Employee benefits are now easier to manage than ever before with 




