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ISSUE BRIEF: PROTECT FLEXIBLE HEALTH CARE SPENDING ACCOUNTS 
Threat to Flexible Spending Accounts Harms Consumers

· Employer-sponsored flexible spending accounts (FSAs) currently allow participating employees to contribute pre-tax dollars from their paychecks to pay for out-of-pocket health care expenses not covered by insurance

· A proposal from the Senate Committee on Finance would eliminate or impose a tax cap on account-based health plans, including FSAs, as an option to help fund a small portion of the costs for health care reform efforts

· At a time when Congress is trying to lower health care costs and provide quality, affordable care for all Americans, it should not do so at the expense of hard-working Americans who rely on FSAs to manage their health care costs

Proposed Policy Would Increase Health Care Costs to Employees and Employers 

· If the Senate Committee on Finance proposal is enacted, employees and employers would see an increase in their taxes and health care costs at a time when many can least afford it

· In 2008, the average FSA participant earned approximately $55,000 and contributed $1,386 to their FSA.  With the elimination of FSAs, these Americans would need to earn an additional $462 annually to pay for their medical expenses.  They would also lose the ability to seek the services or prescriptions they need until they have the necessary funds available.
· A change to the structure of FSAs would disproportionately affect those that need the program the most – individuals and families battling chronic conditions that require ongoing care and medical supplies

· Overall health care system costs may increase with the elimination of FSAs because some FSA participants, for financial reasons, would forego getting necessary treatment, prescriptions and supplies, resulting in deterioration in health and an increase in hospitalizations

Preserve and Promote FSAs as Part of Health Care Reform  

· The goal of health care reform is to provide quality, affordable care for all Americans, a goal that FSAs are already fulfilling.  FSAs are part of the solution, not part of the problem.  

· The Senate Committee on Finance proposal runs contrary to President Obama’s pledge to allow Americans who are happy with their health care coverage to keep it as is

· President Obama and Congress should protect FSAs from becoming the unintended victim of health care reform and allow the program to continue to serve as a safety-net and solution for millions of Americans to cover their out-of-pocket health care expenses
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FREQUENTLY ASKED QUESTIONS

What are Flexible Spending Accounts?

Flexible spending accounts (FSAs) are voluntary, account-based plans used by approximately 35 million Americans across the country.  FSAs enable working Americans and their families to pay for eligible out-of-pocket health care needs, such as co-pays for prescription drugs, office visits and medical supplies, with pre-tax dollars. 

How do FSAs work?

Employees who are offered this benefit make a voluntary choice whether to participate and then decide how much money they want to have deducted with pre-tax dollars and deposited into their FSA.  That money can be used to pay for out-of-pocket health care expenses not covered by insurance.  After employees incur an eligible health care expense, they submit a claim with receipts and receive a reimbursement from their account.

Who uses FSAs?

Approximately 35 million working Americans use FSAs.  They are particularly important for individuals and families battling chronic conditions that require ongoing care and medical supplies and services, such as wheelchair repair and diabetic supplies.

What are the benefits of FSAs?

FSAs enable participants to meet their health care needs and empower users to be more involved in health care decisions, which promotes transparency of health care costs, reduces unnecessary spending and ultimately drives down health care costs.  

Don’t FSAs promote over-purchasing of health care?

No.  An FSA participant is spending his or her own income when electing to deposit money into an FSA.  A consumer is unlikely to waste those set aside funds on unnecessary expenditures.  In addition, an employee loses any unused funds at the end of the year.  This results in consumers being conservative about the amount of money they contribute to FSAs.  A study by U.S. Department of Health and Human Services found that in 2006 the average out-of-pocket health care cost was $1,522 for an individual; yet the average FSA election was $1,386 in 2008.  

Aren’t FSAs a tool for the rich?

No.  FSAs are used primarily by the working middle class.  The median income of FSA participants is approximately $55,000.

Why are FSAs at risk?  

Congress is considering a number of options to fund health care reform, including a proposal from the Senate Committee on Finance to eliminate or impose a tax cap on account-based health plans, including FSAs.

How would the proposed policy impact FSA participants?

Eliminating or imposing a cap on FSAs would force participants to purchase necessary medical expenses using after-tax dollars, which significantly reduces their take home pay.  It would also take away a valuable budgeting tool, since FSAs allow the entire medical expense to be reimbursed when incurred, not just when the funds are available.

Doesn’t the “use it or lose it” requirement of FSAs promote wasteful health care spending and a rush to spend all remaining FSA dollars by year’s end?

No.  FSAs allow consumers to effectively plan and fund a personal health budget for an entire year.  Generally speaking, a consumer will not put money into an FSA unless they have a high degree of confidence they will actually need it.   It has also been shown that FSA spending peaks in February through June, with 65 percent of FSA spending occurring by July 1st.  

What can consumers do?

Consumers who want to save FSAs should contact their members of Congress and tell them how they will be affected if they no longer have access to their FSA.  

What is the solution?

President Obama and Congress should protect FSAs from becoming the unintended victim of health care reform and allow the program to continue to serve as a safety-net and necessary solution to cover necessary out-of-pocket health care expenses.
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SAMPLE COMMUNICATION TO CUSTOMERS
Protect Your Employees’ Flexible Spending Accounts

Dear [INSERT FIRST NAME] 

As you may know, Congress is seriously considering a number of options to help fund a small portion of the costs for health care reform efforts, including a Senate Finance Committee proposal to eliminate or cap account-based health plans, including flexible savings accounts (FSAs).  If this policy is enacted, both [INSERT COMPANY NAME] and your employees stand to see an increase in taxes and health care costs and the loss of a valuable benefit that enables participants to better manage their health care costs.  
With so much at stake, we are working to encourage Congress to protect FSAs and their participants from becoming the unintended victims of health care reform.  We have participated in a series of meetings in Washington, D.C. with leading members of Congress and their staffs.  We have also helped create Save Flexible Spending Plans, an advocacy organization dedicated to protecting FSAs.  However, we can’t do it alone and welcome your participation in our advocacy efforts.

Here are several ways that you can get involved:

· Employee Communications – Raise awareness of this issue with your employees and encourage their participation in the legislative process through the Save Flexible Spending Plans website at www.savemyflexplan.org where visitors can use online tools to contact their members of Congress.  Additionally, we can provide you a sample communication for distribution with a brief description of the issue, which could be included in a newsletter article, email alert or intranet posting.

· Congressional Outreach – Contact and encourage your Senators and Congress Member to protect FSAs.  A sample letter, along with tips for writing your elected officials, is available for your reference. 

· Support Save Flexible Spending Plans – Sign on as a supporter of Save Flexible Spending Plans.  As a supporter, [INSERT COMPANY NAME]’s name will be referenced on the organization’s website and other communications materials.  

We welcome the opportunity to work with you and appreciate your support.  For more information or if you have any questions, please contact me at …

Sincerely, 
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SAMPLE COMMUNICATION TO EMPLOYEES
Congressional Proposal Threatens Flexible Spending Accounts

Currently, there is a proposal in Congress to eliminate or place a tax cap on flexible spending accounts (FSAs) to help fund a small portion of the costs for health care reform efforts.  If this policy is enacted, you and your family will lose a valuable benefit that allows you to set aside pre-tax dollars for health care expenses not covered by your insurance.  In other words, you will see an increase in your taxes and health care costs.  

[INSERT COMPANY NAME] believes FSAs should be preserved as part of health care reform, since the program has proved successful in allowing millions of Americans to more effectively manage their health care costs.  It is also particularly important to preserve the program for individuals and families battling chronic conditions that require ongoing care and medical supplies and services, such as wheelchair repair and diabetic supplies.

Save Flexible Spending Plans, a new organization dedicated to protecting FSAs, has launched a website at www.savemyflexplan.org where you can learn more and use online tools to contact your members of Congress about this issue.

With your support, we hope to protect FSAs from becoming the unintended victim of health care reform. Thank you for your interest in this issue.
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SAMPLE LETTER TO CONGRESSIONAL REPRESENTATIVES

July X, 2009

Member Name

Address

Dear Senator/Representative X:

I am writing to you today about proposals in Congress to eliminate or impose a tax cap on employee health care benefits, including flexible savings accounts (FSAs), as part of health care reform. (I am an employee who has an FSA) or (I am an employee of a company that manages FSAs). 
I know first-hand how important FSAs are in providing a pre-tax benefit and the flexibility that families need to pay for health care costs that are not covered by their insurance plans, like my prescription drug and office co-pays and medical supplies.  FSAs are tailored to the specific needs of employees and paid for by employees like me, while employer provided health insurance is generally a one-size fits all plan, but with co-pays and deductibles that are the individual’s responsibility.

FSAs are particularly important to disabled employees, employees with large expenditures for prescription drugs, employees with young children who may have large dental or vision expenditures, and to people who may have periodic medical needs, such as during pregnancy, or after an accident.  FSAs empower consumers to be more involved in health care decisions, which promotes transparency of health care costs, reduces unnecessary spending and ultimately drives down health care costs – all goals of comprehensive health care reform. 

FSAs are inherently different from employer provided health insurance, and it is a mistake to lump the two together, as some in the Senate have proposed.  These proposals which would put flexible spending accounts under an employer provided health insurance cap are misguided, raise little revenue, and will largely end flexible spending accounts.  Please do not subject flexible spending accounts to unnecessary tax burdens.  Please keep the flexibility in flexible spending accounts.

Thank you for your interest in this issue.  With your support, we hope to protect FSAs from becoming the unintended victim of health care reform.

Sincerely,

Name
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TIPS ON WRITING YOUR CONGRESSIONAL REPRESENTATIVES 

· Clearly state who you are and why you are writing.  “As Human Resources Manager at ABC Company or working family with a Health Care Flexible Spending Account (FSA), I am writing to express my concern about…..”
· Personalize it.  Let Members know where you’re located, how long you have been in business, how many employees you have, how many employers/participants you serve, how you’ve grown in the past few years. If you are an employee, mention your employer and how many employees your company has and what industry.
· Provide evidence and statistics to support your arguments.  Inform Members of how participants use their FSAs to dispel negative perceptions about FSAs.  There is concern that FSAs increase unnecessary utilization and wasteful spending. Be specific about your own use of the account if possible.
· Keep letters short.  Try not to exceed one page.   
· Invite them to visit your offices.  Members will be heading back to their states and districts over different times during the summer.  Offer to host them at your office and meet with your employees to discuss the issue.  A request for a visit should be made through the Member’s state or district office.  This information can be found on Members’ websites (www.senate.gov and www.house.gov).
· Send your letter via email.  Regular mail delivery to Senate and House offices is weeks behind due to inspection processes applied to mail delivered to the Capitol complex.  
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