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Understanding Your Flexible Spending Account

A flexible spending account (FSA) 
is a tax-favored financial account 

that let’s you pay for eligible 
expenses with tax-free money. 
You contribute to an FSA with 

pretax money from your paycheck, 
allowing you to save money when 
you use your FSA to pay for health 

and dependent care expenses.
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The Process

CONTRIBUTE

Estimate the amount you expect to spend during the plan year 
on eligible, out-of-pocket expenses not covered by insurance. 
UA will deduct this contribution amount from your paycheck in 
equal amounts each pay period.

SPEND

You can use your PayFlex MasterCard debit card OR pay out-of-
pocket and submit a reimbursement claim to pay yourself back.

SAVE

Your FSA contributions are tax-free, making your taxable income 
less. When you spend your FSA funds on eligible expenses, it’s 
like you’re saving about 30 cents on every dollar you spend.
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Two Account Types

Healthcare FSA Dependent Care FSA

Contribution Limit $2,850 per year $5,000 per year

Minimum Contribution $125 per year $125 per year

Eligible Expenses

Pay for out-of-pocket medical, 
dental, vision, and prescription 
drug expenses for you and your 
tax dependents. 

Includes deductibles, 
coinsurance, copays, and over-
the-counter (OTC) items.

Pay for childcare or elder 
care expenses for tax-
dependent children under the 
age of 13, or an adult 
dependent who is disabled. 

Includes day care tuition, 
before/after school programs, 
summer camp, and more.

Funds Available Beginning of the year Funded per paycheck

Health Plan Enrollment PPO or none N/A
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Potential Tax Savings

Example: You have an annual salary of $60,000 and you contribute $2,500 to a 
healthcare FSA and $2,000 to a dependent care FSA. With your pretax 
contributions, you could save about $1,020. Here’s how it works:

With an FSA Without an FSA

Annual salary $60,000 $60,000

Healthcare FSA ($2,500) $0

Dependent Care FSA ($2,000) $0

Taxable income after FSA $55,500 $60,000

Estimated taxes withheld (22.65%) ($12,570) ($13,590)

Post-tax income $42,930 $46,410

Money spent on after-tax health care expenses $0 ($2,500)

Money spent on after-tax dependent care expenses $0 ($2,000)

Take-home pay $42,930 $41,910

Potential savings $1,020 $0
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Mid-Year Election Changes

Your FSA election remains in place for the calendar year per the IRS. The 
only way to change your FSA election is to have a status change or 
‘Qualifying Life Event’ and update your election within 30 calendar days 
from the date of the event. Below are examples:

Change in marital status 
(marriage, divorce, death of spouse)

Change in number of tax dependents
(birth, adoption, death)

Change in employment status that 
affects benefit eligibility

Dependent is no longer eligible
(reaches limiting age, or gains/loses 

student status)

Consistency Rule: Election change must be on account of and corresponding with a change 
in status that affects eligibility for coverage, including increase or decrease in dependents.
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Use It or Lose It Rule

You must spend the money in your FSA 
by the end of the plan year (December 31).

Unused funds left in an FSA at the end of the year 
are forfeited to UA for administrative 
expenses. This is referred to as the 
“use-it-or-lose-it” rule.

• For example, UA’s plan year is January 1 – December 31, 2022. 

• UA will offer a runout period from January 1 – March 31, 2023. This will give 
FSA participants more time to submit any remaining claims for eligible 
expenses incurred in Plan Year 2022.
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Next  Eligible Expenses & Required Documentation
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What Are Medical Expenses?

The IRS defines qualified medical expenses as:
“The costs of diagnosis, cure, mitigation, treatment, or prevention of disease, or 
for the purpose of affecting any structure or function of the body. These 
expenses include payments for legal medical services rendered by physicians, 
surgeons, dentists, and other medical practitioners. They include the costs of 
equipment, supplies, and diagnostic devices needed for these purposes.”

Qualified medical expenses are eligible for reimbursement through your FSA 
as long as they are not reimbursed through insurance or any other source. 
IRS Publication 502 includes an exhaustive list of includible (eligible) 
medical and dental expenses.

https://www.irs.gov/publications/p502
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Eligible Medical Expenses

What is eligible? It’s important to KNOW before you SPEND funds.

Common eligible expenses include copayments and first-dollar deductibles, 
qualified prescription drugs, medical devices, and more. Examples:
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Medical Expenses Requiring More Documentation

Certain qualified medical expenses require a prescription or Letter of Medical 
Necessity (LOMN). What is this?

A healthcare professional must provide evidence of medical necessity for the cost of the 
service to be an eligible medical expense. Doctor’s note must specifically identify that the 
recommendation and expense is for treatment of a medical condition.

Examples: Bariatric Surgery, Nutritional Supplements, Hair Removal or Transplant, Botox 
Injections, Orthopedic Shoes, Massage Therapy, and more.

Not medically necessary? Expenses for general wellness OR cosmetic/elective services
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Eligible Dependent Care Expenses

Who is a qualifying person? 
Your qualifying child who is your dependent under age 13 when care is provided, or 
your adult dependent who isn’t physically or mentally able to care for themself.

What is a work-related expense?
Per the IRS, child and dependent care expenses must be work related to qualify:
• The expense allows you to work or look for work, and
• The expense is for a qualifying person's care

What are examples of care for a qualifying person?
• Expenses must be for the person’s well-being and protection, including 

preschool tuition, household services (babysitter), and before- or after-school care.
• Expenses for care do not include food, lodging, clothing, education/tutoring or 

entertainment expenses.

IRS Publication 503 includes an exhaustive list of includible (eligible) child and 
dependent care expenses.

https://www.irs.gov/publications/p503
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Requests for Documentation

The Internal Revenue Service (IRS) guidelines require PayFlex to verify all 
purchases made with a PayFlex Card are for eligible medical expenses.

If you have a Healthcare Flexible Spending Account (FSA):
• PayFlex may ask you to send us additional documents for your card 

purchase to prove your expense is truly eligible.
• You may see an alert message posted on the PayFlex member website.
• You may get a Request for Documentation letter by mail or email.

QUICK TIP: To help prevent requests for documentation, wait until you receive an 
Explanation of Benefits (EOB). These documents show the amount you owe after your 

health plan processes your claim, then you can use your PayFlex card for payment.
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Types of Documentation

Explanation of Benefits (EOB) – This is the best form of documentation. If 
the claim is filed through your health plan, you’ll receive an EOB from them.

If EOB is unavailable, detailed receipt or itemized statement that shows:

1. Date of purchase or service [REQUIRED]

2. Name of provider or merchant [REQUIRED]

3. Description of the item purchased or the type of service** [REQUIRED]

4. Final amount you had to pay [REQUIRED]

5. Patient or dependent name (if applicable)

NOTE: PayFlex cannot accept documents with “pending”, “estimated” amount due, 
“previous balance”, etc. even if it has already been paid to the provider.

** Description of the item or type of service is most commonly missing from itemized documentation
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How To File an FSA Claim

You have three options to file a claim for reimbursement:
1. Online in your PayFlex member portal

2. Using the PayFlex Mobile app

3. Complete a paper claim form and mail or fax
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Next  Examples of Denied Claims
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Claim Denied for Prior Plan Year

Example: Larry went to urgent care on Dec. 5, 2021 for a sinus infection. He 
received a bill on Jan. 15, 2022 and used his new PayFlex FSA debit card. 
He attached the itemized bill and explanation of benefits for: 

Eligible Service, but Ineligible Plan Year: Reimbursements are only 
available for eligible expenses incurred in the current plan year. 

Approved: $0

Denied: $190 overpayment

Item Cost Description Eligible?
$175 Medical office visit Ineligible
$15 Injection Ineligible
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Claim Denied for Estimated Charge

Example: Kevin used his healthcare FSA debit card at Alabama Chiropractic. 
The chiropractor charged an upfront, estimated fee at point-of-service. Kevin 
attached an itemized receipt for the following: 

Explanation of Benefits (EOB): BlueCross and BlueShield processed the 
claim and approved $12.50 as the final, eligible charge 

Approved: $12.50

Denied: $12 overpayment due to “no patient responsibility.” The 
chiropractor overcharged Kevin for the visit, so he may ask for a refund.

Est. Cost Description Eligible?
$24.50 Chiropractic adjustment It depends.
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Claim Denied for Ineligible Expense

Example: Joan used her healthcare FSA debit card at Roll Tide Dental. She 
attached a card receipt and itemized bill for the following: 

Ineligible Service: The cost of bleaching or whitening teeth is 
elective/cosmetic and not an eligible medical expense.

Approved: $0

Denied: $280 overpayment

Item Cost Description Eligible?
$280 BriteWhite treatment Ineligible
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Claim Denied for Ineligible Expenses

Example: John used his healthcare FSA debit card at Alabama Eye Care. He 
submitted an itemized bill for the following: 

Ineligible Service: The cost of a warranty or protection plan; credit card 
processing fees or finance charges are not eligible medical expenses.

Approved: $315

Denied: $26.50 overpayment

Item Cost Description Eligible?
$315 Eyeglass frames/lenses Eligible
$25 Vision protection plan Ineligible
$1.50 Credit card processing fee Ineligible
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Claim Denied for Ineligible Expenses

Example: Sarah submitted a reimbursement claim for $690 from her 
dependent care FSA. She attached an itemized bill for the following: 

Ineligible: Activity fees for optional, recreational activities & school supplies

Approved: $575

Denied: $115

Item Cost Description Eligible?
$575 Preschool tuition Eligible
$75 Fall supply fee Ineligible
$10 Music lessons Ineligible
$30 Gymnastics Ineligible
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Correction Procedures for Overpayment

If you can’t find supporting documents OR used your card in error:

Option #1
Send Another 

Eligible Expense

Option #2
Pay Back Your Account

Option #3
Apply Connected 

Health Plan Claims

Submit a claim for another 
eligible expense, including 
EOB or itemized receipt.

Submit payment online

Use your unreimbursed 
health plan claims 

(“Connected Claims”) to 
verify your FSA
card purchase

Submit online, mobile app, OR 
paper claim form faxed or 

mailed

Send personal check or 
money order, including a copy 

of the letter

Login to the PayFlex 
website, select Verify card 
purchases to get started
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What About Unverified Claims?

FSA participants who remain in overpayment status will have their debit 
cards temporarily inactivated if timely documentation is not received. 

The debit card will remain inactivated until the overpayment is resolved 
which may prevent access to new FSA funds in Plan Year 2023.
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Next  PayFlex Dashboard Tutorial & Connected Claims
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Verify Card Purchases on PayFlex Website

SETUP YOUR PAYFLEX ACCOUNT

1. Go to PayFlex.com, click LOGIN
2. Enter Member Username and Password, or select Create Profile
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Verify Card Purchases on PayFlex Website

3. Navigate to Account Actions > View Account Details
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Verify Card Purchases
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Verify Card Purchases on PayFlex Website
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Upload Documents

Verify Card Purchases. You can upload or fax/mail more than one 
document to substantiate a transaction.



31

Upload Documents

Confirmation message ‘Success! We received your documents.’
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What is Connected Claims?

PayFlex recently launched the 
Connected Claims solution.

You can now view your medical 
and dental claims data and pay, 
all in one place. 

You must be enrolled in UA’s Blue 
Cross and Blue Shield of 
Alabama medical or dental plan 
to view Connected Claims. Vision 
claims from United Healthcare are 
not currently included.
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How does Connected Claims work?

Step 1 – You visit your health care provider’s office. Your provider submits a claim to 
BlueCross and BlueShield of Alabama to determine the final amount you owe.

Step 2 - Your claim is processed by Blue Cross and sent to PayFlex on a weekly 
file feed. PayFlex alerts you when your claim is received and waiting for you to take 
action. You can view Health Plan Claims online and customize notifications.

Step 3 - Choose how you want to handle the amount due.
• Pay your provider directly from your PayFlex account,
• Pay yourself back for an out-of-pocket expense, or
• Archive the claim so you can take action later

NOTE: PayFlex has enabled enhanced verification, so funds may be automatically 
taken out of your PayFlex account to verify pending card transactions when an eligible 

medical or dental claim is sent from Blue Cross.
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Apply Health Plan Claims

Verify card purchases with connected medical or dental claims. Once 
you select enough claims to apply, your amount to verify will = $0.00
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Apply Health Plan Claims
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Tips for Using Your FSA

Eligible Expenses
• Make sure your planned medical or dependent care expenses are eligible 

expenses as defined by the IRS
• Make sure funds are used for expenses incurred during the plan year

Required Documentation
• Wait to submit documentation until you receive an Explanation of Benefits

• If no EOB is received, your documentation must show the following: 
1. Date of purchase or service
2. Name of provider or merchant
3. Description of the item purchased or the type of service
4. Final amount you had to pay
5. Patient or dependent name (if applicable)

Connected Claims with Enhanced Verification
This solution will make your substantiation experience more streamlined and 
efficient if you’re enrolled in UA’s medical or dental plans.
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