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Spending Accounts: A Brief Guide 
Limited Purpose Flexible Spending Accounts permit HSA Contributions 

What is a Limited Purpose FSA? 

Contributing to a Health Savings Account (HSA) 
requires that you be enrolled in a Qualified High 
Deductible Health Plan (QHDHP) and have no other 
medical coverage.  By definition Flexible Spending 
Accounts (FSA) are medical plans that cover the 
entire family. If you or your spouse is enrolled in a 
regular FSA then you are not eligible to contribute to 
an HSA.  This limited purpose FSA was designed 
specifically to allow you or your employer to make 
contributions to your HSA by only reimbursing 
expenses that would not disqualify that contribution. 
This plan is also designed so that if you meet the 
statutory minimum annual deductible, from that date 
to the end of the plan year, you can then be 
reimbursed for out of pocket healthcare expenses for 
you and your family. The statutory minimum changes 
each year; for 2016 it is $1,300 for self-only and 
$2,600 for family.  For example, once you meet 
$1,300 of a $1,500 individual deductible you will be 
able to access this account for healthcare and Rx 
expenses incurred after that date. 

Why would I want a Limited Purpose FSA? 

 Larger pool of tax free money – HSA plus an 
additional $2,550 with a limited FSA 

 Up front access to FSA election vs. only balance 
in the HSA account. 

 Allow HSA to accumulate and roll for future or 
unplanned expenses. 

What are the advantages to participating? 

Spending accounts allow you to pay expenses that 
are not covered by another benefit plan with dollars 
that are not subject to federal or state income taxes or 
to F.I.C.A. (Social Security) tax.  The table below 
illustrates how an employee with eligible expenses of 
$100 each month may save tax dollars. 

 Without 
the plan 

Using the 
plan 

Monthly Salary $2,000.00 $2,000.00

Before-Tax Expenses -0.00 -100.00

Taxable Salary 2,000.00 1,900.00

FICA Tax  (7.65%) -153.00 -145.35

Income Tax Withholding (15%) -300.00 -285.00 

After-Tax Expenses -100.00 -0.00

Net Take-Home Pay 1,447.00 1,469.65

Increase in Monthly Spendable Income $22.65 

Annual Value of Increase $271.80 

 

Services must be within the plan year, but you can 
access the entire amount you have elected to defer 
prior to all of your payroll deductions being made.  In 
other words, you can access the money before you 
have fully funded the account. 

Drawbacks to participating? 

Before the plan year begins, you must decide how 
much money you would like to contribute to your 
spending accounts.  Once the plan year has begun 
you may only change your contributions if you have a 
change in family status.  See your Summary Plan 
Description for more information.  In addition, your 
contributions to the Social Security System will 
decrease and this could result in a slightly lower 
Social Security retirement benefit. 

What if I don’t use all of my contributions? 

Any amounts left in your limited purpose FSA after 
paying all qualifying expenses at the end of the plan 
year will not be paid to you or carried over into the 
next year.  Any remaining balance will be forfeited. 

When should I submit my claim? 
When will I receive my reimbursements? 

Benefit Administration Company (BAC) will process 
claims and mail or direct deposit reimbursements 
regularly each month.  The recommended deadline for 
submitting claims is four business days prior to the 
processing date.  Claims received on or after that day 
will be processed on the next processing date.   

You also have up to 90 days after the plan year-end 
each year to file claims for expenses incurred during 
the previous plan year. 

What is NOT eligible for reimbursement? 

Expenses which are NOT eligible for reimbursement 
from a limited purpose FSA account (prior to meeting 
the statutory minimum deductible) include healthcare 
expenses that are applied to your deductible, over-
the-counter items and prescription drugs. Insurance 
premiums, most cosmetic procedures, late or missed 
appointment fees and vitamins are never eligible. The 
only things that are eligible prior to meeting the 
statutory minimum deductible are dental and vision 
expenses for you and your family.
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What do I need to submit with my claims? 

 A completed claim form, which can be 
obtained from your human resources or 
benefits office, at the BAC website 
www.baclink.com or by calling Benefit 
Administration Company. A claim form is not 
needed if submitting online directly to your 
account. 

 An itemized receipt for each separate 
expense which could be: (1) an explanation 
of benefits (EOB) from the insurance carrier 
or (2) an itemized bill or statement from the 
provider which lists services, patient name 
and date of service. 

For medical expenses after you have met the 
statutory minimum deductible you will need to provide 
a copy of your explanation of benefits showing that 
the amount has been reached and on what date so 
that reimbursement can be done from that date to the 
end of the plan year.  Cancelled checks or bank 
statements are not acceptable receipts. 

Where do I send my claims? 

Claims may be  
 Mailed to: 

 Benefit Administration Company 
 P.O. Box 550  
 Seattle, WA  98111-0550 

 Uploaded directly into your account via the 
WealthCare Portal. 

If you haven’t already you will need to “Register” and 
set up your own User ID and Password at 
https://www.mywealthcareonline.com/bac/ 

 Employee ID: SSN 
 Employer ID: BAC007472 

 Faxed to: (206) 682-8016; or 
 Scanned and sent to:  flexcs@baclink.com. 

 For inquiries please email or call 
(206) 625-1800 x307 or 1(800) 967-3709 

How am I reimbursed for orthodontia? 

Orthodontia is reimbursed as it is paid. If you choose 
to make monthly payment you will be reimbursed 
each month. If you choose to make a lump sum 
payment, provide proof of payment and you will be 
reimbursed up to your annual election.  You may 
decide to spread your payment over more than one 
plan year to take full advantage of the tax savings.

 

How much will I be reimbursed? 

If you have a limited purpose spending account, you 
will receive the full amount of your claim, up to the 
annual amount you elected to deposit during the plan 
year.  

What if I terminate employment? 

If you terminate employment you may continue your 
contributions by electing continuation of coverage 
(COBRA) and making the contributions with after-tax 
dollars.  If you do not choose either method, any 
expenses incurred after your date of termination will 
not be reimbursable to you.  If you make after-tax 
contributions, expenses incurred during the months 
you are making a contribution will be reimbursable up 
to your annual election. 

Will participation in the spending accounts 
impact how I complete my tax return? 

The way you complete your tax return will essentially 
remain the same.  If you participate in the limited 
purpose health care spending account and you 
itemize your tax return, do not include on your tax 
return any expenses for which you were reimbursed 
through the spending account. 

Debit Card 

A Debit Card is available. This card allows you to 
charge dental and visions expenses directly to your 
spending account.  Please save all itemized 
receipts as you may need to submit them as proof 
that what was purchased is allowable. The 
advantage of the card is that you will not have to wait 
for reimbursement from BAC and the provider will be 
paid at the time of service.  Healthcare expenses will 
not work with the card, even after the statutory 
minimum deductible has been met. 

 

Limits  2016 2015 

Statutory Min. 
Deductible 

Self 1,300 1,300 

Family 2,600 2,600 

Maximum 
Contribution Limit 

Self 3,350 3,350 

Family 6,750 6,650 
Catch-up (age 55) 
Contribution Limit $1,000 

 


