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Franklin & Marshall College 

Group Insurance Plan and Flexible Spending Account 

Plan Document 
 

Article 1.  Introduction 

 

1.1 Amendment and Restatement of Plan.  Franklin & Marshall College (the “Employer”) 

hereby amends and restates its Group Insurance Plan and Flexible Spending Account (the “Plan”) that 

was amended and restated on January 1, 2019 for its employees in accordance with Internal Revenue 

Code (“Code”) §125.    The Health FSA portion of the Plan is intended to qualify as a “self-insured 

medical reimbursement plan” under Code §105, and the Medical Care Expenses reimbursed under 

the plan are intended to be eligible for exclusion from participating Employees’ gross income under 

Code § 105(b).  The DCAP is intended to qualify as a “dependent care assistance plan” under Code § 

129, and the dependent care expenses reimbursed under the plan are intended to be eligible for 

exclusion from participating Employees’ gross income under Code §129(a). 

 

1.2 Purpose of the Plan.  The purpose of the Plan is to provide employees a choice 

between cash and qualified benefits under certain employee benefit plans maintained by the 

Employer.  This Plan is designed to permit Eligible Employees to elect premium payment, flexible 

spending account and dependent care benefits, and to pay for those benefits with a combination of 

Employer and Employee contributions, as described in this Plan Document. 

 

1.3 Separate Plans.  Although contained within one document, the Health FSA and the 

DCAP are separate plans for purposes of administration and all reporting and nondiscrimination 

requirements imposed by §§ 105 and 129 of the Code.  The Health FSA is a separate plan for purposes 

of applicable provisions of ERISA and COBRA. 

 

Article 2. General Definitions 

 

2.1 Account means, as applicable, the Health FSA Account and the DCAP Account for 

each Participant as described in Article 10. 

 

2.2 Administrator means the Employer. 

 

2.3 Change in Status means (1) a change in the Participant’s legal marital status, including 

marriage, divorce, death of spouse, legal separation or annulment; (2) change in the number of 

dependents, including birth, adoption, placement for adoption, and death; (3) change in 

employment status, including any employment status change affecting benefit eligibility of the 

Participant, spouse or Dependent, such as termination or commencement of employment, change in 

hours, strike or lockout, and a change in worksite (but only if the benefit eligibility is lost or gained as a 

result of the event); (4) a Dependent satisfies or ceases to satisfy any Dependent eligibility 

requirements due to attainment of age, gain or loss of student status, marriage or any similar 

circumstances; (5) residence change of Participant, spouse or dependent affecting the Participant’s, 

spouse’s or Dependent’s eligibility for coverage; and (6) commencement or termination of adoption 

proceedings. 

 

2.4 Claims Administrator means the entity (or entities) that has (have) contracted with the 

Administrator to process claims on behalf of the Administrator.  The Claims Administrator, if any, is 

identified in the Group Insurance Plan and Flexible Spending Account Plan Description and Adoption 

Agreement. 

 

2.5 COBRA means the Consolidated Omnibus Budget Reconciliation Act of 1985, as 

amended. 
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2.6 Code means the Internal Revenue Code of 1986, as amended. 

 

2.7 Compensation means the amount of wages reported for a Participant by the Employer 

on Form W-2 prior to any pre-tax contributions made under this Plan, any other cafeteria plan, or any 

pre-tax parking program as described in Code § 132(f)(4). 

 

2.8 Component Plan(s) means the employee welfare benefit plan(s) that are identified in 

the Group Insurance Plan and Flexible Spending Account Plan Description and Adoption Agreement, 

the premiums of which are subject to pre-tax deduction from the Participant’s Compensation under 

the terms of this Plan. 

 

2.9 DCAP means the Dependent Care Assistance Plan. 

 

2.10 Dependent means an individual who is the spouse of a Participant or child of a 

Participant as defined in Code Section 152 (f)(1) who has not attained age 26 and any other 

individual who is a dependent as defined as in Code §152 , determined without regard to subsections 

(b)(1), (b)(2), and (d)(1)(B) thereof and related IRS publications. For purposes of the Component Plans, 

this definition of Dependent does not include any Dependent who is not eligible for coverage under 

such Component Plan and includes all Dependents who are eligible for coverage under the 

Component Plan.  For purposes of COBRA, Dependent will be defined in accordance with COBRA. 

 

2.11 Eligible Employee means any Employee who has met the Eligibility Requirements 

described in Article 3.1 of this Plan Document. 

 

2.12 Employee means any individual who is a common-law employee of the Employer or a 

Related Employer and is on the W-2 payroll of such Employer.  Employee does not include (a) any 

leased employee, or an individual classified by the Employer as a contract worker, independent 

contractor, temporary employee or casual employee for the period during which the individual is 

classified, whether or not such individual is on the W-2 payroll of the Employer or a Related Employer or 

is determined to be a common-law employee; (b) any individual who performs services for the 

Employer but who is paid by a temporary or other employment or staffing agency; (c) any employee 

covered under a collective bargaining agreement; (d) and self-employed individual; (e) any partner 

in a partnership; and (f) any more than 2% shareholder in a Subchapter S corporation. 

 

2.13 Employer means Franklin & Marshall College and any related employers identified on the 

Group Insurance Plan and Flexible Spending Account Description and Adoption Agreement. 

 

2.14 ERISA means the Employee Retirement Income Security Act of 1974, as amended. 

 

2.15 FMLA means the Family and Medical Leave Act of 1993, as amended. 

 

2.16 Grace Period means the 2 ½ month period after the end of any Plan Year during which a 

Participant, spouse or Dependent can continue to incur expenses that are eligible for reimbursement 

from the funds contributed during that (prior) Plan Year.   

 

2.17 Group Insurance Plan and Flexible Spending Account Description and Adoption 

Agreement means the document attached to this Plan Document that describes the specific features 

of this Cafeteria Plan. 

 

2.18 Health FSA means the health care flexible spending account portion of this Plan. 

 

2.19 Medical Care Expenses means the expenses that are eligible for reimbursement under 

the Health FSA as described in Article 7.3 and in the Summary Plan Description. 

https://checkpoint.riag.com/getDoc?DocID=T0TCODE:4677.1&pinpnt=
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2.20 Participant means an Eligible Employee who has made an election to participate in the 

Plan and who has not terminated his participation during any open enrollment period. 

 

2.21 Plan Year means the year beginning on the Plan Year Start Date and ending on the Plan 

Year End Date as identified on the Group Insurance Plan and Flexible Spending Account Description 

and Adoption Agreement. 

 

2.22 Related Employer means any employer that is a member of a related group of 

organizations with the Employer as shown on the Group Insurance Plan and Flexible Spending 

Account Description and Adoption Agreement, and as specified under Code § 414(b), (c) or (n). 

 

2.23 Salary Reduction Agreement means the election form that must be completed by each 

Eligible Employee, except as otherwise provided in this Plan Document, before his or her participation 

in the Plan will begin.  

 

Article 3.  Eligibility and Participation 

 

3.1 Eligibility to Participate.  An individual is eligible to participate in this Plan if the individual 

(a) is an Employee; (b) is regularly scheduled to work the number of hours (if any) shown on the Group 

Insurance Plan and Flexible Spending Account Description and Adoption Agreement, which is 

attached to this Plan Document; and (c) has been employed by the Employer for the length of time 

required on the Group Insurance Plan and Flexible Spending Account Description and Adoption 

Agreement (if any); and (d) meets any age requirements shown on the Group Insurance Plan and 

Flexible Spending Account Description and Adoption Agreement.  Once the Employee has met the 

Plan’s eligibility requirements, the Employee must complete a Salary Reduction Agreement to be 

eligible to participate in one of the Component Plans (unless otherwise specified under Participation in 

the Group Insurance Plan and Flexible Spending Account Description and Adoption Agreement) and 

to participate in the DCAP or the Health FSA.  Participation in the Premium Payment component of this 

Plan will become effective as of the first payroll period following submission of a Salary Reduction 

Agreement or enrollment form (as required) and the effective date of the Employee’s coverage 

under any of the Component Plans.  Participation in the Health FSA and DCAP will become effective 

for each Employee as of the first payroll period following completion of all Eligibility Requirements and 

submission of a Salary Reduction Agreement. 

 

3.2 Termination of Participation.  A Participant’s participation in the Plan will end on the 

earlier of the following:  (a) for the Premium Payment component, the expiration of the Participant’s 

enrollment in all of the Component Plans that require employee contributions; (b) for the Health FSA 

and DCAP components, the date that the Participant revokes his or her election to participate under 

a circumstance when such change is permitted under the terms of the Plan; (c) the termination of this 

Plan; or (d) the date on which the Employee ceases to be an Eligible Employee.  Reimbursements from 

the Health FSA and DCAP Accounts after termination of participation will be made pursuant to Articles 

8.5 and 9.7. 

 

3.3 Participation Following Termination of Employment or Loss of Eligibility.  If a Participant 

terminates his or her employment or loses eligibility under this Plan for any reason including disability, 

retirement, layoff or voluntary resignation and then is rehired within 30 days, the Employee will be 

reinstated as a Participant in the Premium Payment component to the extent that the Employee’s 

participation in any of the Component Plans is also reinstated.  For the Health FSA and DCAP 

components, the Employee will be reinstated with the same elections that such individual had before 

termination.  If a former Participant is rehired more than 30 days following termination of employment 

and is otherwise eligible to participate in the Plan, then the individual may make new elections as a 

new hire, and will be subject to any applicable waiting period. 

 



 4 

3.4 FMLA Leaves of Absence.  Notwithstanding any provision to the contrary in this Plan, if a 

Participant goes on a qualifying paid or unpaid leave under the FMLA, the Employer will maintain the 

Participant’s coverage under the Health FSA, the DCAP, and the applicable Component Plans (as 

required by the FMLA and as determined by the Employer’s policies for coverages that are not health 

benefits subject to the FMLA) on the same terms and conditions as if the Participant were still an active 

Employee.  During any such period, the Participant’s share of the premiums shall be paid by the 

Participant in one of the following ways, as determined by the Employer: 

 

(1) with after-tax dollars, by sending monthly payments to the Employer by the due 

date established by the Employer; 

(2) with pre-tax dollars, by having such amounts deducted from the Participant’s 

ongoing Compensation (if any, including unused sick days and vacation days), or 

by pre-paying all or a portion of the premium for the expected duration of the 

leave on a pre-tax basis out of pre-leave Compensation.  To pre-pay the premium, 

the Participant must make a special election to that effect prior to the date that 

such Compensation would normally be made available (pre-tax dollars may not be 

used to fund coverage during the next Plan Year) 

(3) under another arrangement agreed upon between the Participant and the 

Employer. 

 

3.5 Other Leaves of Absence. If the Participant goes on an unpaid leave of absence that 

does not affect eligibility (based on the policies of the Employer), then the Participant will continue to 

participate and the premium due for the Participant will be paid by pre-payment before going on the 

leave, by after tax contributions while on leave, or with catch-up contributions after the leave ends, as 

determined by the Employer. 

 

Article 4.  Election Procedures 

 

4.1 Elections When First Eligible.  For the Premium Payment component, an Eligible 

Employee who enrolls in one of the Component Plans must complete a Salary Reduction Agreement 

or enrollment form prior to the effective date of coverage under any of the Component Plans in order 

for the Employee to participate in any of these plans (unless otherwise indicated in the Group 

Insurance Plan and Flexible Spending Account Description and Adoption Agreement.) For the Health 

FSA and DCAP, the maximum and minimum permitted elections (if any) are included in the Group 

Insurance Plan and Flexible Spending Account Description and Adoption Agreement and will be 

shown on the Salary Reduction Agreement or an attached document.  These amounts may change 

at the beginning of each Plan Year.   For the Health FSA and DCAP, an Employee who first becomes 

eligible to participate in the Plan mid-year may commence participation at the end of the Waiting 

Period, if any, specified in the Group Insurance Plan and Flexible Spending Account Description and 

Adoption Agreement if all eligibility requirements have been satisfied, provided that a Salary 

Reduction Agreement is submitted to the Administrator before the effective date.  The amount that 

the Participant can contribute to the Health FSA and the DCAP Plans will not be pro-rated for a mid-

year enrollment, but will be pro-rated for the Premium Payment component.  If an Employee does not 

enroll when first eligible, he or she may not enroll until the next open enrollment period, unless an event 

occurs that would permit a mid-year election change as described in Article 4.3.  The provisions of this 

Plan are not intended to override any exclusions, eligibility requirements or waiting periods specified in 

the Component Plans. 
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4.2 Election During Open Enrollment Period. For the Health FSA and DCAP Plans, each 

Participant will be asked to complete a new Salary Reduction Agreement during each open 

enrollment period that is held prior to the start of any Plan Year.  If the Participant fails to return the 

Salary Reduction Agreement during the open enrollment period, then the Employee’s election will be 

terminated as of the new Plan Year.  Participation in the Component Plans will continue regardless of 

whether or not the Participant completes a new Salary Reduction Agreement during any open 

enrollment period.  

 

4.3 Irrevocability of Elections.  A Participant’s salary reduction election may not be 

changed during a Plan Year except as described below.  For the Premium Payment component, all 

elections are required to be consistent with any change of election under any Component Plan. 

 

(1) the Participant experiences a Change in Status; 

(2) for the Premium Payment component only, an event occurs that triggers one of 

the HIPAA Special Enrollment Rights, as described in the plan documents for the 

Component Plans; 

(3) the Participant, spouse or a Dependent becomes entitled to coverage under 

Medicare; 

(4) the Participant goes on a FMLA leave of absence or other non-FMLA leave of 

absence; 

(5) the Participant receives a judgment, decree or order resulting from a divorce, 

legal separation, annulment or change in legal custody (including a Qualified 

Medical Child Support Order) requiring the Participant to provide coverage for 

a dependent or requiring another person to provide such coverage; 

(6) for the Component Plans only, there is a significant change in cost (whether an 

increase or decrease) in one of the Component Plans.  Participants are required 

to increase their elective contributions to reflect insignificant increases in their 

required contributions to decrease their elective contributions to reflect 

insignificant decreases in their required contribution.  The Employer, in its sole 

discretion and on a uniform and consistent basis will determine whether the cost 

increase or decrease is significant or insignificant.  For an insignificant increase 

or decrease, the change in election will be made automatically on a 

prospective basis; 

(7) for the Component Plans only, there is a significant curtailment of coverage or 

an addition or significant improvement in a Component Plan.  The Employer in 

its sole discretion and applied on a consistent basis will determine whether there 

has been a significant curtailment (with or without loss of coverage) or an 

addition or significant improvement in a Component Plan that entitles a 

Participant to make a corresponding election change.  In the case of 

curtailment that results in a loss of coverage, the Employer may permit the 

Participant to withdraw from the Plan. 

(8) for the Component Plans or the DCAP Plan, there is a change made under 

another employer plan and the other plan allows an election change or the 

other employer plan has a different period of coverage. 

(9) For the Component Plans, the Participant, spouse or a Dependent loses 

coverage under a Medicaid Plan under Title XIX of the Social Security Act;  

(10) For the Component Plans, the Participant, spouse or a Dependent loses 

coverage under State Children’s Health Insurance Program (SCHIP) under Title 

XXI of the Social Security Act;  

(11) For the Component Plans, the Participant, spouse or a Dependent is determined 

to be eligible for group health plan premium assistance under Medicaid or 

SCHIP plan. 
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4.4 Additional Information Regarding Mid-year Election Changes: 

 

(1) Except in limited circumstances, benefit election changes made on account of a 

Change in Status as described above must be applied prospectively. 

(2) Participants' pre-tax health contributions will automatically be adjusted if there is an 

increase or decrease in the cost of coverage through the Plan. Such adjustments 

will be made prospectively. 

(3) If a Participant experiences a Change in Status and wants to add an eligible 

Dependent to his/her coverage, notification to the Employer must be made by the 

end of the enrollment period.  The enrollment period is: 

a) 30 calendar days after a Change in Status; 

b) 60 calendar days in the case of loss of coverage under Medicaid or CHIP or 

eligibility based on the determination that the Participant, spouse or Dependent 

is eligible for premium assistance under Medicaid or CHIP; or 

c) 30 calendar days after any other event. 

 

4.5 Election Modifications required by the Employer.  The Employer may, at any time, require 

any Participant or class of Participants to amend the amount of his or her salary reductions during a 

Plan Year if the Employer determines that such action is necessary or advisable in order to (a) satisfy 

any of the IRC’s nondiscrimination requirements applicable to this Plan; (b) prevent any Employee 

from having to recognize more income for federal income tax purposes from the receipt of benefits 

under this Plan than would otherwise be recognized; (c) maintain the qualified status of benefits 

received under this Plan.  Elections may be changed automatically if there is any change in the 

Participants’ share of the costs under any Component Plan or any insurance company or 

administrator changes its rates. 

 

Article 5.  Methods of Funding 
 

5.1 Employer and Participant Contributions.  For Participants who elect benefits under any 

Component Plan, the Employer will contribute a portion of the premium as provided in the open 

enrollment materials furnished to Employees and/or set forth on a Salary Reduction Agreement.  All 

contributions made under this Plan by the Employer will be made directly out of its general assets.  

Participants who elect coverage under any Component Plan must pay for their share of the cost of 

coverage, as determined by the Employer.  Participants who elect coverage under the Health FSA or 

the DCAP must pay their elected contributions on a pre-tax salary reduction basis by completing a 

Salary Reduction Agreement, unless otherwise specified in the Group Insurance Plan and Flexible 

Spending Account Description and Adoption Agreement. 
 

5.2 Cash Option.  If an Employee elects not to participate in any of the Component Plans, 

the Employee will receive an amount, if any, equal to the Cash Option shown on the Group Insurance 

Plan and Flexible Spending Account Description and Adoption Agreement.  If no amount is shown 

under this provision, then the Cash Option is not available. 

 

5.3 Salary Reductions.  The salary reduction amount for a pay period for a Participant is an 

amount equal to the total annual premium contribution required for the Component Plans and the 

total elected contributions under the Health FSA and DCAP payable by the Participant, divided by the 

number of pay periods during the Plan Year; or an amount otherwise agreed upon by the Employer 

and the Participant as shown on the Salary Reduction Agreement or other documentation for that 

Plan Year.  Salary reductions that are applied by the Employer to pay for the Participant’s share of the 

cost of coverage for the Component Plans are considered to be Employer contributions. 
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Article 6.  Premium Payment Plan 

 

 6.1 Benefits.  The specific benefits, types and amounts of coverage, requirements for 

participation, and other terms and conditions of the coverage provided under the Component Plans 

are fully explained in the plan documents for each of these Plans.   A list of the Component Plans that 

are subject to this Plan is included in the Group Insurance Plan and Flexible Spending Account 

Description and Adoption Agreement. 

 

 6.2 Insurance Benefits Provided under the Applicable Insurance Plan.  All insured 

Component Plans that are available under this Plan will be provided by the Employer’s health 

insurance policy not this Plan.   All self-funded Component Plans are provided in accordance with the 

plan document for those plans.  All claims to receive benefits and issues of coverage will be subject to 

and governed by the terms and conditions of the applicable plan documents. 

 

6.3 Continuation Coverage.    Notwithstanding any provision to the contrary in this Plan, to 

the extent permitted by Code Section 4980B, a Participant who has elected continuation coverage 

under any Component Plan can continue to participate in this Plan.   If there is no Compensation 

paid, all contributions made under the Plan will be made directly by the Participant on an after tax 

basis.  Code Section 4980B will govern if there is any conflict with the terms of this Plan. 

 

6.4 Continuation under USERRA.  Coverage and benefits with respect to qualified military 

service will be provided in accordance with the Uniformed Services Employment and Reemployment 

Rights Act (USERRA). 

 

Article 7. Health FSA Component 

 

7.1 Benefits.  An Eligible Employee can elect to participate in the Health FSA component 

by electing to receive benefits in the form of reimbursements for Medical Care Expenses.   Benefits 

elected will be funded by Participant contributions as provided above. 

 

7.2 Benefit Premiums.  The annual premium is equal to the annual benefit amount elected 

by the Participant, subject to any maximum or minimum amounts shown in the Group Insurance Plan 

and Flexible Spending Account Description and Adoption Agreement and the Summary Plan 

Description. 

 

7.3 Eligible Medical Care Expenses. Under the Health FSA component, a Participant may 

receive reimbursements for Medical Care Expenses incurred during the Plan Year for which an election 

is in force. 

 

(1) A Medical Care Expense is incurred at the time the medical care or service giving 

rise to the expense is furnished, and not when the Participant, spouse or Dependent 

is formally billed for, is charged for, or pays for the medical care.     For orthodontia 

expenses, the Administrator will determine the amount that can be reimbursed in 

any one Plan Year by taking the total charges billed and dividing this amount by 

the total time over which the services will be rendered.  If a fee is paid at the start of 

orthodontic treatment to cover initial services performed, this can be reimbursed up 

front, with the remaining treatment cost pro-rated over the total length of 

treatment. 
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(2) “Medical Care Expenses” means expenses incurred by a Participant or his or her 

spouse or Dependent for medical care, as defined in Code § 213 and in the 

Summary Plan Description, other than those expenses that are excluded, as 

described in the Summary Plan Description. Medical expenses that are reimbursed 

by another accident or health plan are not eligible as Medical Care Expenses 

under this Plan. 

 

7.4 Uniform Coverage.  The maximum dollar amount elected by the Participant for 

reimbursement of Medical Care Expenses incurred during a Plan Year shall be available at all times 

during the Plan Year and the Grace Period, reduced by any prior reimbursements under the Plan. 

 

7.5 Grace Period. If a grace period is included in this Plan as shown on the Group Insurance 

Plan and Flexible Spending Account Description and Adoption Agreement,  Participants will have an 

additional 2 ½ months after the end of any Plan Year in which to incur eligible expenses that can be 

reimbursed with salary reductions from the previous year.  However, claims will be paid in the order 

received, so that the first claims submitted during the year will be paid using the prior Plan Year’s 

remaining balance, if any. 

 

7.6 Maximum and Minimum Benefits.  The maximum and minimum annual benefit amounts 

that a Participant may elect to receive under this Plan are shown on the Group Insurance Plan and 

Flexible Spending Account Description and Adoption Agreement and are described in the Summary 

Plan Description.  These maximum and minimum amounts apply regardless of whether the Participant 

first becomes eligible and elects to participate in the middle of a Plan Year.  The annual benefit 

amount will not be prorated. 

 

7.7 Reimbursements after Termination.  When a Participant’s participation in the Health FSA 

component ends, the Participant’s salary reductions will terminate.  The Participant will not be able to 

receive reimbursement for Medical Care Expenses incurred after the end of the Grace Period, except 

as provided in Section 7.8 below.    

 

7.8 Continuation of Coverage.  Notwithstanding any provision in this Plan to the contrary, 

to the extent required by COBRA if the Employer is subject to the provisions of COBRA, a Participant 

(and his or her Dependents) whose coverage terminates under the Health FSA because of a COBRA 

qualifying event, shall be given the opportunity to continue on a self-pay basis the same coverage 

that he or she had under the Health FSA the day before the qualifying event until the end of the 

current Plan Year.  Coverage under COBRA will be subject to all conditions and limitations imposed by 

COBRA.  Premiums will be considered to be paid on an after tax basis unless otherwise permitted by 

the Administrator on a uniform and consistent basis.  COBRA continuation coverage will only be 

available for those individuals who have a positive account balance at the time of the qualifying 

event. 

 

Article 8. Claim Procedures for Health FSA Component.   

 

8.1  Submission of Claims.    Participants must make claims for reimbursements under the 

Plan in writing following such procedures, including deadlines and documentation requirements, and 

using such forms as are prescribed by the Administrator.   The Administrator may contract with a 

Claims Administrator who will process claims on behalf of the Administrator.  The reimbursement 

application must include at least the following: 

 

(1) The person or person on whose behalf the Medical Care Expenses have been 

incurred; 

(2) The nature and date of the expenses; 
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(3) The amount of the requested reimbursement; and 

(4) A statement that such expenses have not otherwise been reimbursed. 

 

8.2 Payment of Approved of Claims.  Claims that are approved by the Administrator 

and/or Claims Administrator will be paid within 30 days after receipt of the appropriate 

documentation, or as soon as possible thereafter.  The Administrator may, at its option, pay any such 

qualifying reimbursements directly to the person providing or supplying health care instead of 

reimbursing the Participant.  No reimbursement or payment will be made if the Participant’s claim is for 

an amount less than $25.00 or such lesser minimum reimbursable amount as may be established by the 

Administrator.  Notwithstanding the foregoing, claims submitted during the last month of the Grace 

Period or during the claims submission period through March 31st that follows will be paid regardless of 

whether they equal or exceed the minimum reimbursable amount provided that they do not exceed 

the balance in the Participant’s account. 

 

8.3  Time for Claim Submission.  Participants may file claims for expenses incurred during a 

Plan Year up through March 31st following the end of the Grace Period following the Plan Year.  

Participants whose participation terminates must file all claims that were incurred by the Participant 

and his or her Dependents by March 31st following termination. 

 

8.4  Denial of Claims.    If the Administrator or Claims Administrator receives an incomplete 

claim, it will provide to the Participant who submitted the claim a description of any additional 

material or information necessary for the Participant to complete the claim and an explanation of why 

such material or information is necessary.  This notice will be provided within 5 days of receipt of the 

claim.  After receipt of all the information needed to review a claim, if any claim for benefits under the 

Plan is wholly or partially denied, the Administrator or Claims Administrator will give notice in writing of 

such denial within a reasonable period of time.  Notice of denial will be given no later than 30 days 

after the claim is filed.  Such notice shall set forth the following information: 

 

(1) The specific reason or reasons for the denial; 

(2) Specific reference to pertinent Plan provision, internal rule, guideline, protocol or 

similar criteria on which the denial is based 

(3) An explanation that a full and fair review by a claim review committee of the 

decision denying the claim may be requested by the claimant or his authorized 

representative by filing with the committee, within 180 days after such notice of 

denial has been received. 

  

If the claimant requests a review of the claim denial, the claimant or his authorized representative may 

review pertinent documents and submit issues and comments in writing.  The decision of the 

Administrator on review shall be made promptly, but not later than 30 days after receipt of the request 

for review, unless special circumstances require an extension of time for processing.  The decision on 

review shall be made in writing and shall include specific reasons for the denial, written in a manner 

calculated to be understood by the claimant, and shall include specific references to the pertinent 

Plan provisions on which the denial is based. 

 

8.5  Reimbursements after Termination. When a Participant’s participation in the Health FSA 

ends, the Participant’s salary reductions will terminate.  The Participant will not be able to receive 

reimbursement for Eligible Medical Care Expenses incurred after termination of participation, unless 

the Participant elects to continue coverage under the Plan through COBRA.   Participants may 

continue to submit claims through March 31st following termination of participation. 
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Article 9. DCAP Component 

 

9.1  Benefits.  An Eligible Employee can elect to participate in the DCAP component by 

electing to receive benefits in the form of reimbursements for Dependent Care Expenses.  Benefits 

elected by the Participant will be funded by Participant contributions as described in Article 5 – 

Methods of Funding.     

 

9.2  Benefit Premiums.  The annual premium for a Participant’s DCAP benefits is equal to the 

annual benefit amount elected by the Participant, subject to any maximum or minimum limitations 

shown in the Group Insurance Plan and Flexible Spending Account Description and Adoption 

Agreement and the Summary Plan Description. 

 

9.3  Eligible Dependent Care Expenses.  A participant may receive reimbursement for 

Dependent Care Expenses incurred during the Plan Year for which an election is in force.  A 

Dependent Care Expense is considered incurred at the time the Qualifying Dependent Care Services 

giving rise to the expense are furnished, not when the Participant is formally billed for, is charged for, or 

pays for the expenses.     

 

(1) “Dependent Care Expenses” are expenses that are considered to be 

employment-related expenses under Code § 21(b)(2) and expenses for 

incidental household services, paid by the Participant for care of a Qualifying 

Individual, but only to the extent that the Participant or other person incurring 

the expense is not reimbursed for the expense and the expense is not 

reimbursable through insurance or any other plan.    Dependent Care Expenses 

do not include amounts paid to (1) an individual with respect to whom a 

personal exemption is allowable under Code § 151(c) to a Participant or his or 

her spouse, (2) a Participant’s spouse, or (3) A Participant’s child who is under 19 

years of age at the end of the year in which the expenses were incurred. 

(2) “Qualifying Individual” means a Participant’s Dependent who is under age 13 or 

a Participant’s Dependent or spouse who is mentally or physically incapable of 

self-care. Determination of whether a Dependent is a Qualifying Individual must 

be made at the time the services are performed.  A Qualifying Individual is the 

Qualifying Individual of the custodial parent even if the non-custodial parent 

may claim the dependency exemption for that child for that taxable year.  The 

custodial parent is the parent having custody for the greater portion of the 

calendar year, calculated based on the number of nights each parent has 

custody. 

(1) “Qualifying Dependent Care Services” means services that both (1) relate to 

the care of a Qualifying Individual that enable the Participant and his or her 

spouse to remain gainfully employed after the date of participation in the DCAP 

component and during the Plan Year; and (2) are performed either in the 

Participant’s home or outside the Participant’s home for (a) the care of a 

Participant’s Dependent who is under age 13; or (b) the care of any other 

Qualifying Individual who regularly spends at least 8 hours per day in the 

Participant’s home.  If the expenses are incurred for services provided by a 

dependent care center, the center must comply with all applicable state and 

local laws and regulations. Qualifying Dependent Care Services do not include 

educational services. 
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9.4 Maximum and Minimum Benefits.  The maximum dollar amount elected for 

reimbursement of Dependent Care Expenses shall only be available during the Plan Year to the extent 

of the actual amounts credited to the Participant’s DCAP Account at the time the claim for 

reimbursement is submitted.  No reimbursements will be made which would exceed the applicable 

statutory limit.  The applicable statutory limit for a Participant is the smallest of the following: 

(1) The Participant’s earned income for the calendar year; 

(2)  The earned income of the Participant’s spouse for the calendar year;  

(3)  Either:  

(a) $5,000 if one of the following applies (i) the Participant is married and files a 

joint return; or (ii) the Participant is married, but a) furnishes more than one-half 

the cost of maintaining the Dependent for whom the Participant is eligible to 

receive reimbursements under the DCAP; b) the Participant’s Spouse maintains 

a separate residence for the last 6 months of the calendar year; and c) the 

Participant files a separate tax return; or (iii) the Participant is single or is the 

head of the household for tax purposes; or 

(b) $2,500 for the calendar year if the Participant is married and resides with the 

Spouse, but files a separate federal income tax return. 
 

9.5  Reimbursement Procedures.   

(1) Timing.  Within 30 days after receipt by the Administrator or its designee of a 

reimbursement claim from a Participant, the Employer will reimburse the Participant 

for any qualifying Dependent Care Expenses or will notify the Participant that his or 

her claim has been denied.  This time period may be extended by an additional 15 

days for matters beyond the control of the Administrator, including cases where a 

reimbursement claim form is incomplete.  The Administrator or its designee will provide 

written notice of any extension, including the reasons for the extension, and will allow 

the Participant 45 days in which to complete and incomplete claim. 

(2) Claims Substantiation.  All claims for reimbursement under the DCAP must be in 

writing on a form approved by the Administrator and must be sent or provided to the 

Administrator by no later than March 31st following the end of the Plan Year and the 

Grace Period.  Each claim must include: 

 The person on whose behalf Dependent Care Expenses have been 

incurred; 

 The nature and date of the expenses; 

 The amount of the requested reimbursement; 

 The name of the person (and relationship to the Participant, if any), 

organization or entity to whom the expense was or is to be paid and the 

taxpayer identification number (or social security number if an individual);  

 A statement that such expenses have not otherwise been reimbursed and 

that the Participant will not seek reimbursement through any other source; 

 If the services were performed outside the home, a statement as to whether 

the Dependent for whom such services were performed spends at least 8 

hours a day in the Participant’s household. 

 If the services were performed by a Day Care Center, a statement that: 

 The day care center complies with all applicable laws and 

regulations of the state in which it is located; 

 The day care center provides care for more than 6 individuals; and 

 The amount of the fee paid to the provider. 

 If the Participant’s spouse is not employed, a statement that he or she is 

incapacitated or that he or she is a full-time student attending an 

educational institution and the months during the year which he or she 

attended the institution. 
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9.6 Grace Period.  If permitted by the Plan as shown on the Group Insurance Plan and 

Flexible Spending Account Description and Adoption Agreement, Participants will have an additional 

2 ½ months after the end of any Plan Year in which to incur eligible expenses that can be reimbursed 

with salary reductions from the previous year.  However, claims will be paid in the order received, so 

that the first claims submitted during the year will be paid using the prior year’s remaining balance, if 

any. 

 

9.7 Reimbursements after Termination. When a Participant’s participation in the DCAP 

ends, the Participant’s salary reductions will terminate.  The Participant will not be able to receive 

reimbursement for Dependent Care Expenses incurred after the termination date.    

 

Article 10.  Accounts:  Recordkeeping and Administration 

 

10.1 General.  The Administrator shall have complete control of the administration of the 

Plan with all powers to enable it to carry out its duties in that respect, subject at all times to the 

limitations and conditions specified in or imposed by the Plan. 

 

10.2  Establishment of Accounts.  The Administrator, or its designee, will establish and 

maintain a Health FSA Account for each Participant who has elected to participate in the Health FSA 

and a DCAP Account for each Participant who has elected to participate in the DCAP, but will not 

create a separate fund or otherwise segregate assets for this purpose.  The Accounts will be 

recordkeeping accounts with the purpose of keeping track of contributions and determining 

forfeitures. 

 

10.3 Amounts Available under Health FSA and DCAP Plans.  A Participant’s Health FSA will 

be credited at the beginning of each Plan Year with an amount equal to the amount of the 

Participant’s salary reduction elected for that Plan Year.  A Participant’s DCAP Account will be 

credited periodically with the monthly amount of the Participant’s salary reduction elected for that 

Plan Year.  A Participant’s Health FSA and DCAP Account will be debited during each Plan Year for 

any reimbursement of Health Care Expenses or Dependent Care Expenses incurred and submitted for 

reimbursement during the Plan Year.  The amount available for reimbursement under the Health FSA 

and the DCAP Plans may not exceed the year-to-date amount credited to that Account less any prior 

reimbursements. 

 

10.4 Forfeiture of Accounts.  If any balance remains in a Participant’s Health FSA or DCAP 

Account at the end of a Plan Year after reimbursements for all timely claims have been made for the 

Plan Year, such balance shall not be carried over to the next Plan Year.   The Participant shall forfeit all 

rights with respect to any outstanding balance.  All forfeitures under this Plan shall be used as follows: 

(a) first, to offset any losses experienced by the Employer during the Plan Year as a result of making 

reimbursements with respect to a Participant in excess of the premiums paid by the Participant 

through salary reductions; (b) second, to reduce the cost of administering the applicable component; 

and (c) third, to provide increased benefits or compensation to Participants in subsequent years in any 

weighted or uniform fashion that the Administrator deems appropriate, consistent with applicable 

regulations.   

 

10.5 Duties and Policies of the Administrator.  The Administrator and/or the Claims 

Administrator shall have the following duties, responsibilities and authority with respect to the 

administration of the Plan: 

(1) To interpret the Plan and decide all questions of eligibility; 

(2) To prescribe procedures to be followed by Participants in making elections; 

(3) To prepare and distribute information explaining the Plan to Participants and 

Dependents; 
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(4) To receive from the Employer and from Participants such information as shall be 

necessary for the proper administration of the Plan; 

(5) To furnish the Employer and Participants such annual reports with respect to the 

administration of the Plan as are reasonable and appropriate; 

(6) To keep reports of claims and disbursements for claims under the Plan; 

(7) To employ such persons, including, but not limited to, actuaries, accountants, 

and counsel, as it deems appropriate to perform such duties as may from time 

to time be required under ERISA and to render advice upon request with regard 

to any matters arising under the Plan; 

(8) To modify elections under the Plan; 

(9) To promulgate, as needed, election and claim forms to be used by Participants; 

(10) To prepare and file any reports or returns with respect to the Plan required by 

applicable governmental agencies. 

(11) To provide each participant, with respect to each calendar year, a written 

statement showing the total reimbursements to the Participant under this Plan. 

(12) To correct any reimbursement of expenses made in error. 

(13) To take all other steps deemed necessary to properly administer the Plan in 

accordance with its terms and the requirements of applicable law. 

 

Article 11.  Privacy and Security. 

 

11.1 General.  This provision applies only to the Health FSA.  The Component Plans may also 

be subject to HIPAA, but the privacy provisions for those plans, if any, are described in a separate Plan 

Document.   

 

The Health FSA will use a Participant’s, a spouse’s or a Dependent’s PHI, in accordance with HIPAA, 

only to make required disclosures or for purposes related to treatment, Payment, and the Healthcare 

Operations of the Health FSA.  However, if a Participant or Dependent requests to see the information 

or provides a signed authorization, the Plan may use and disclose PHI as permitted and directed by 

the request or the authorization. 

 

11.2 Disclosures to Employer.   With respect to PHI, the Employer will: 

 

(1) Not use or further disclose PHI other than as permitted or required by this Plan 

Document or as required by law; 

(2) Ensure that any agents, including a subcontractor, to whom the Employer 

provides PHI received from the Plan agree to the same restrictions and 

conditions that apply to the Employer with respect to such PHI; 

(3) Not use or disclose PHI for employment-related actions and decisions unless 

authorized by the individual that is the subject of the PHI; 

(4) Not use or disclose PHI in connection with any other benefit or employee benefit 

plan of the Employer unless authorized by the individual that is the subject of the 

PHI; 

(5) Make PHI available to an individual in accordance with HIPAA’s access 

requirements; 

(6) Make PHI available for amendment and incorporate any amendments to PHI in 

accordance with HIPAA; 

(7) Make available upon request an accounting of disclosures; 

(8) Make available to the Secretary of the Department of Health and Human 

Services internal practices, books and records relating to the use and disclosure 

of PHI received from the Plan, for purposes of determining the Plan’s 

compliance with HIPAA;  and 
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(9) If feasible, return or destroy all PHI received from the Plan when such PHI is no 

longer needed for the purpose for which disclosure was made; 

(10) Provide written notice or a substitute notice (if the last known contact address is 

insufficient) for each individual within 60 days following discovery of any breach 

of Unsecured PHI.  The notice will include: 

(11) A brief description of what happened including the date of the breach and the 

date of discovery, if known;  

(12) A description of the types of unsecured PHI that were involved in the breach; 

(13) Any steps the individual should take to protect him/herself from potential harm 

resulting from the breach; 

(14) A brief description of what the Employer is doing to investigate the breach in 

accordance with HIPAA breach notification requirements; 

(15) Contact procedures for individuals to ask questions or learn additional 

information 

 If a breach of Unsecured PHI involves more than 500 residents of a state, 

provide notice to local media outlets serving the state within 60 days of 

discovering the breach; 

 If a breach of unsecured PHI involves more than 500 covered persons, 

provide notice to the DHHS not later than 60 days after the end of the 

calendar year in with the breach occurred. 

 Use DHHS approved methods to secure and destroy PHI.   

(16) Allow only specified employees of the Employer to have access to PHI, 

(17) Provide a mechanism for resolving issues of noncompliance with these 

requirements, including disciplinary sanctions.  

 

11.3 HIPAA Definitions 

 

(1)  “Breach” means the unauthorized acquisition, access, use, or disclosure of PHI in 

a manner not permitted by HIPAA privacy rules that compromises the security or 

privacy of the PHI. 

(2)  “DHHS” means the federal Department of Health and Human Services. 

(3)  “Electronic PHI” is health information about a plan participant that is in an 

electronic format.  Health information includes information about the individual's 

past, present, or future physical or mental condition, the provision of health care 

to the individual, or the past, present, or future payment for the provision of 

health care to the individual.   

(4)  “Health Care Operations” means activities of the Plan related to its health care 

functions, including quality assessment, case management, care coordination, 

reviewing competence of health care professionals, evaluating provider 

performance, health plan performance, cost management, resolution of 

grievances, or any other related activities.  

(5)  “HIPAA” means the Health Insurance Portability and Accountability Act of 1996, 

as amended. 

(6)  “HITECH Act” means the Health Information Technology for Economic and 

Clinical Health Act, which amends HIPAA. 

(7)  “Payment” includes all activities regarding the provision of benefits under the 

Plan.  

(8)  “Protected Health Information or PHI” means individually identifiable health 

information in oral, electronic or written form that relates to the past, present or 

future mental or physical condition of a Participant or Dependent. Protected 

Health Information also includes information for which there is a reasonable 

basis to believe that it can be used to identify an individual.  Protected Health 

Information includes Electronic PHI. 
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(9)  “Unsecured PHI” means PHI that is not secured through the use of a technology 

or methodology described in regulations to the HITECH Act or otherwise 

approved by the Secretary of the DHHS.  

 

Article 12.  General Provisions 

 

12.1 No Contract of Employment.  Nothing herein contained is intended to be or shall be 

construed as constituting a contract or other arrangement between any Employee and the Employer.  

All Employees are considered to be employed at the will of the Employer. 

 

12.2 Amendment and Termination.  The Employer reserves the right to amend or terminate 

the Plan.  However, such amendment or termination shall not allow Plan Assets to be used for any 

other purpose other than for the exclusive benefit of Participants and for the payment of Plan 

Expenses. 

 

12.3 No Guarantee of Tax Consequences.  Neither the Plan Administrator nor the Employer 

makes any commitment or guarantee that any amounts paid to or for the benefit of a Participant 

under this Plan will be excludable from the Participant’s gross income for federal or state income tax 

purposes, or that any other federal or state tax treatment will apply to or be available to any 

participant.  It shall be the obligation of each participant to determine whether each payment under 

the Plan is excludable from the Participants gross income for federal or state income tax purposes, and 

to notify the Employer if the Participant has reason to believe that any such payment is not so 

excludable. 

 

12.4 Reimbursement by Participants.  If any Participant receives reimbursement under this 

Plan for any expenses that are not qualifying health care expenses or dependent care expenses or 

that are otherwise reimbursed to Participant, such Participant will reimburse the employer for the 

expenses or for any liability the Employer may incur for failure to withhold appropriate taxes. 

 

12.5 Governing Law.   This Plan shall be construed, administered and enforced according to 

the laws of the Commonwealth of Pennsylvania, to the extent no superseded by the IRC, ERISA or any 

other federal laws. 

 

12.6 Nondiscrimination.  It is the intent of this Plan to comply with the nondiscrimination 

provisions of IRC Section 125.  Any actions deemed necessary by the Employer to comply with these 

requirements shall be carried out in a uniform and non-discriminatory manner. 

 

 

 

 

 

 

 

 

 

 


