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Account Notification of Changes IMPACTING FLEXIBLE SPENDING ACCOUNTS (FSAs) and CAFETERIA PLANS FOR 2010 

Health Care Reform, that was signed into law on March 23, 2010, includes a number of provisions that will have an impact on employer-sponsored group health plans. Some are effective immediately and others will become effective at a later date. Please see below for some of the changes that will potentially impact your cafeteria and unreimbursed medical (URM) FSA.  
Over-the-Counter (OTC) Updates From Health Care Reform

Changes to rules for over-the-counter (OTC) medicines and drugs could impact your employees’ flexible spending account unreimbursed medical account elections.   

Effective January 1, 2011, OTC medicines and drugs that are not prescribed by a physician will not qualify as eligible medical expenses under URM accounts. This change is effective for OTC drugs acquired on and after January 1, 2011, regardless of any grace period under the plan. Therefore, all requests for reimbursement of OTC drugs (acquired on or after January 1, 2011) should be accompanied by a physician’s prescription for the OTC drug. A prescription is defined as an electronic or written order for a medicine or drug that meets the legal requirements of a prescription in the state in which the medical expense is incurred and that is issued by an individual authorized to issue a prescription in that state.  
NOTE: Prescription drug reimbursements will not be affected by this change.

Some items that will no longer be eligible for reimbursement without a prescription include OTC drugs and medicines in the following categories:*

Acid Controller




Digestive Aid 

Allergy and Sinus




Feminine Anti-Fungal/Anti-Itch 

Anti-Diarrhea 




Hemorrhoid Prep

Anti-Gas 





Laxative

Anti-Itch and Insect Bite 



Motion Sickness

Anti-Parasitic Treatment



Pain Relief

Baby Rash Ointment/Cream


Respiratory Treatment

Cold Sore Remedy
 



Sleep Aid and Sedatives

Cough, Cold and Flu



Stomach Remedy

This legislation will not affect other reimbursement benefits such as co-payments for doctor visits and prescriptions.  

*This list does not include all medicines and drugs that will no longer be available under a URM.  
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Aflac Now Card® Accounts/Participants
Because OTC drugs and medicines not prescribed by a physician will cease to be eligible medical expenses under all URM plans effective January 1, 2011, Aflac Now Cards can no longer be used to purchase these items at the point of sale after December 31, 2010.  However, plan participants can file for reimbursement of prescribed OTC drugs by completing and submitting the Request for Reimbursement claim form and attaching a physician’s prescription.  A prescription is defined as an electronic or written order for a medicine or drug that meets the legal requirements of a prescription in the state in which the medical expense is incurred and that is issued by an individual authorized to issue a prescription in that state.  

Other services like co-payments for dental visits and services, orthodontia, vision exams, eye glasses, etc., may still be paid for with the Aflac Now Card; however, detailed receipt substantiation may be requested. Documentation should include the date and nature of service, expense amount, who received the service and the provider of the service.  

Change in Definition of Dependent for Purposes 

of Tax-Free Health Coverage

Effective March 30, 2010, health care reform expanded the definition of dependent for purposes of tax-free health coverage to include a child of a participant until the end of the calendar year in which the child turns 26. This new definition applies to any person who is the participant’s son, daughter, stepchild, legally adopted child, or eligible foster child, regardless of such child’s marital status, student status, employment status, tax dependent status, or residency.  

This provision will have an immediate impact on plans such as unreimbursed medical (URM) flexible spending accounts (FSAs) that condition eligibility on a child’s qualifying as a tax dependent for health coverage purposes.  In addition, coverage that is currently or will soon be offered to such adult dependent children can be provided on a tax-free basis.  This change in tax rules applies to all medical coverage, including Aflac supplemental health, cancer, accident and disability coverage.

Separate from the tax change noted above, effective for plan years beginning on or after September 23, 2010, medical plans that cover dependent children must provide coverage for children until they turn age 26. There is no requirement to cover children of covered dependent children (i.e., grandchildren), and the requirement is applicable even if the child is married or is not a tax dependent.  
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For certain “grandfathered plans” a limited exception applies whereby children eligible for coverage from another employer may be excluded until January 1, 2014.  Consult with your legal adviser to determine whether your plan qualifies as a grandfathered plan.  This change only applies to primary medical coverage and does not apply to Aflac coverage(s).
An amendment for your Aflac sample cafeteria plan document can be found online at: aflac.com/FSAUpdates2010.  It is important that you amend your plan prior to January 1, 2011, to implement the require changes.  

COMING IN 2013

Flexible Spending Account (FSA) Cap – Effective for tax years beginning on or after January 1, 2013, health FSA salary reductions will be limited to $2,500 per individual each year. This change will need to be communicated and considered when employees/participants make their annual elections. 

Aflac has also posted information on our Web site for you to share with your employees.  The Aflac Participant Notification of FSA Changes 2010 is available at aflac.com/FSAUpdates2010.

