
Oracle Enterprise HCM FSA IRS Notice 2005 - 42

Overview

The FSA IRS Notice 2005 - 42 modifies the application of the rule prohibiting deferred compensation under a § 125 cafeteria plan. This notice permits a grace period immediately following the end of each plan year during which unused benefits or contributions remaining at the end of the plan year may be paid or reimbursed to plan participants for qualified benefit expenses incurred during the grace period.
The implementation approach supports the set-up, enrollment and Claims Processing aspects of FSA plans. 

Design Approach

Since this is designed as an individual posting, the approach taken is the one that provides the functionality required with a minimal impact and risk for the customers. To determine the minimum requirements, some assumptions have been made in the design of this functionality. They are the following:

· Employees will want to use prior year contributions first; therefore, any available balances from the previous year will be used first when processing claims that the Employee submits with a date of service during a Grace Period.

· Employees that waive a subsequent FSA enrollment will still be qualified to submit grace period claims for the prior year in which they were enrolled.

Note: Some changes made will affect the existing Benefit Program and 6x Benefit Plan set-up. There is no upgrade script provided for this implementation to convert any existing plan data. All existing 6x plans and Benefit programs may need to be modified to adjust to the changes. 

Glossary

FSA = Flexible Spending Account
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FSA Plan Set-up

An ‘FSA Admin Config’ tab has been added to the FSA Benefits Table set-up to capture the information needed to properly implement the optional grace period. This information is only needed if FSA claims will be processed using Oracle FSA Administration. 

Navigation: Home > Define Business Rules > Define Base Benefits > Setup > FSA Benefits Table
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The following describes the functionality of the new fields:

Service Date Range Fields

Two new date fields, ‘Service Date Range’ and ‘Through’ fields, are used to determine the service dates that are valid for claims submitted. 

a. Claims must have a service date within the service date range to be paid under the plan

b. The beginning service date will default to the Effective Date of the Plan (e.g. 1/1/2006)

c. The end service date will default to 12 months after the effective date of the plan (e.g. 12/31/2006). 

d. The end service date must be greater than or equal to the beginning date.

e. The Service Date range may be longer than 12 months, and may overlap with service dates of other benefit plans that the Employer offers and that the Employee is enrolled in.

Plan Year Name

In order to properly close only the relevant plans, all plans will need to be identified with a ‘Plan Year’. This field is a prompt from which valid years, such as 2005, 2006, etc. can be selected. This value is used to group plans for use in the FSA Closure process. A new field is added to the FSA Closure run control from which the plan year is selected and only those plans with a matching ‘Plan Year Name’ will be displayed and then can be selected for closure. This will be explained in more detail in the FSA Closure section of this document. 
FSA Minimum Check Amount

The Minimum Check Amount for FSA plans which was previously determined at the Benefit Program level has been moved to the Benefit Plan Level. This allows FSA plans within one Benefit Program to have differing minimum check amounts. It is used to determine the Minimum Check Amount when generating payments for the plan in the same manner as before.
Ignore Minimum Check Amount at Close

If unchecked (N), then the system will behave as it does currently and all claims that are below the minimum check amount defined for the plan will remain unpaid. If the pended claim is one with a service date that overlaps two FSA plans (due to a grace period) and the Employee is enrolled in the second FSA Plan, the System will move the claim to the second FSA Plan. It will remain pended until there are enough claims to meet the minimum check amount of the second FSA plan

If checked (Y), then when the plan is closed out, the minimum check amount will be ignored and any pended claims that have been pended due to the approved amount being below the minimum check amount will be processed and paid.

FSA Claims Submission & Processing

The FSA Claims submission page has remained the same with the exception of an additional Reason Denied value of ‘Already Pd’. 

Navigation: Home > Compensate Employees > Administer FSA (US) > Use > FSA Claims Entry
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Claims will be submitted in the same manner as before. When a claim is submitted with a service date that can be paid under two plan years, the Benefit Plan information, including the Annual Pledge and Amount Available, that is displayed is that of the most recent enrollment for the Employee. If there is an amount available that can be used for the claim for the prior year, it will be handled during Claims Processing.

Split Claims 

Any approved claim that can be paid under two plan years due to overlapping service dates and exceeds the amount available from the first plan year will be automatically split into two claims and paid out of both plans during Claims Processing. When a claims payment is split across multiple years/plans, the ‘Split Claims’ checkbox will be checked in the FSA Claims Review Page for both of the split claims.

Example: FSA Test Employee is enrolled in a plan for 2005 with a grace period until 3/15/2006 with a pledge amount of $4000. He is enrolled in the 2006 FSA plan, also with a pledge amount of $4000. 

In 2005, he submitted and was paid for $2,250 worth of claims, leaving a balance of $1,750 for the 2005 FSA plan. 

He submits a claim with a date of service of 1/1/2006 in the amount of $3,300. The claim is processed and automatically split, paying $1,750 from the 2005 plan, using all of the available balance, and then creating another payment for $1,550 from the 2006 plan, leaving an available amount for the 2006 plan year of $2,450. 

Navigation: Home > Compensate Employees > Administer FSA (US) > Inquire > FSA Claim Review
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Claims Processing

The Claims Processing Page has not undergone any changes; however the way in which the claims are processed has seen significant changes with this Posting.

Let us discuss the various cases with examples below.

Case #1:

Consider an Employee KU0003, who has an available amount from the Year 2005 as $1000 and the current year, 2006 Annual Pledge is $2000. He submits a claim for $200 during the Grace Period of the 2005 Plan. Since this entire amount can be paid from the previous years Available Balance, the entire amount will be processed and paid from the 2005 Benefit Plan.

Now the Available Amount for the Employee from the year 2005 becomes $800 and the entire Annual Pledge amount of $2000 for the year 2006 is still available.

In this Case since the entire amount of the Claim is processed in a single Plan, the Split Claims Checkbox will not be checked.

Case #2:

Now the same Employee submits another claim of $1000 during the Service Date Range overlap period of the 2005 and 2006 plans. Since the available amount from the Year 2005 is only $800, the system first processes the claim from the 2005 year and pays $800 of the Claim from here. Next, the system automatically inserts another Claim of $1000 for the same employee, Denies the $800 that was paid from the previous year’s balances with Reason Denied value of Already Paid and pays the remaining $200 from the current Year 2006 Plan.

In this Case, since the Claim is split across two plans for payment, the Split Claims Checkbox will be checked in the FSA Claims Review Page.

Case #3:

Consider an Employee KU0002, who has an available amount from the Year 2005 of $200. The current Year 2006, Annual Pledge for the Employee is $2000. The Employee submits a Claim of $2400 during the Grace Period for the 2005 Year. The System first exhausts the amount available from the Previous Year and then processes the remaining amount of $2200 from the current year. But since the Annual Pledge is only $2000, the system will pay $2000 for the Claim and deny the remaining amount $200. Thus the entire amounts available for the Employee would be exhausted for both plan years.

Navigation: Home > Compensate Employees > Administer FSA (US) > Process > FSA Claims Processing Run Ctl
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Currently, when processing any grace period claims, the Form ID for the previous year must be the same as the Form ID for the current year. This ensures that the checks use the most recent Form ID, even though the claims may be processed from the previous year’s Available Amount. 
Error Messages

Below are some error messages that might occur during the submission of Claims:
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The above error message occurs when the Employee does not have any Active Enrollment in a Benefit Plan during the Service Date entered.

[image: image7.png][Microsoft Internet Explorer

‘ Service To Date cannot preceds Service From Date. (4500,6)

Service To Date is earer than Service From Date, Service Ta Date must be later than or equal to Service From Date,

Correct one or both dates.





The above error message appears when the Service To Date precedes the Service From Date.
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The above error message appears when the claims that were submitted for the Employee have already reached the Annual Pledge amount and we try to submit another claim for the Employee when the Available Amount is $0.

Warning Messages

Below is the warning message that might occur during the submission of Claims.
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The above Warning Message appears when the Claim Submitted Amount is greater than the Available Amount for the Employee.
FSA Closure Process

The Closure Report Run control page has been modified to allow the user to select only those FSA Plans that should be closed. If ‘Close and Report all FSA accounts for Plan Year’ is selected, a Plan Year value must be entered. All FSA Benefit plans that have the same Plan Year (based on the value identified on the ‘FSA Admin Config’ page) will be listed in the table. 

Each plan listed will display the Plan Type, Benefit Plan, and service date range. This information will aid in determining if the plan should be closed or not. In the screenshot below, one of the plans has a service date range that runs through 3/15/2006, so it does not make sense to close it as of a date prior to the Service To Date. 

To close a plan, select the FSA Close checkbox next to the plan or plans that are to be closed. Only those Plans for which the FSA Close checkbox is checked will be closed. All other plans will remain active for claims processing.

Note: The FSA Closure Process will run only for the Previous Balance Year. 

Navigation: Home > Compensate Employees > Administer FSA (US) > Report > Account Closure
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Error Messages

Below are some error messages that might occur during the FSA Closure Process.
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The above error message appears when the Plan Year entered does not have any Benefit Plans associated with it. 
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The above error message appears when we have selected for the option Close and Report all FSA Accounts for Plan Year but there are no Plans that are selected for Closure. When the option Close and Report all FSA Accounts for Plan Year is selected there must be at least one plan selected from the list for closure.

Closure Process and the Minimum Check Amount

At FSA Closure, pended claims due to being below the Minimum Check Amount will now process based on the Benefit Plan set-up in regards to both service dates and the ‘Ignore Min Check Amt at Close’ values.

Navigation: Home > Define Business Rules > Define Base Benefits > Setup > FSA Benefits Table
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At the close of a plan year, if the plan is configured to maintain the minimum check amount restriction (Ignore Min Check Amt at Close is unchecked), the system will evaluate all pended claims based on the service date and service type to determine if they are eligible to be paid under a different plan that has an amount available or to which the Employee or Employer is still contributing. 

· If it fits those criteria, the system will move the claim under the new plan for payment. If the claim still does not meet the minimum check amount for the new plan, then the claim will remain pended under the new plan.

· If there is no plan that qualifies (either no other plan covers those service dates, service type, or there is no amount available & there are no more future contributions), then the claim will not be moved to another plan, but instead will be denied as not meeting the minimum check amount.

If the ‘Ignore Min Check Amt at Close’ checkbox is checked, then the claims will be paid when the closure process is run for the Benefit Plan.

Open Issues

Claims Review Page
Navigation: Home > Compensate Employees > Administer FSA (US) > Inquire > FSA Claim Review
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The Claims review page displays the most recent row for the Coverage Begin Date, Deduction Begin Date and the Benefit Plan irrespective of the processing of the claims in the Grace period. This issue is already reported in ICE, Report ID 505518000. This will be resolved with the other enhancements that are done to the FSA Process.

Claims Processing
During the Claims processing in the Grace period if an Employee has amount left from the previous year and is submitting more than one claims during the Grace period, The first Claim that was submitted processes as expected and splits the claims between the 2 years. After the split in the payment happens the rest of the Claims for the Employee go to a rejected state.
 This requires a resubmission of the rejected claims of the employee for processing in the Current years pledge amount. 
The following example would explain the scenario in Detail:
FSA Test Employee is enrolled in Benefit Plan KUHFSA for the year 2005, with an annual pledge of $2000. On 01-01-2006 he is enrolled into the Plan BENFSA with an annual pledge of $1500. He had already claimed $1500 from the year 2005 for valid medical services and has an available amount of $500 from the 2005 year. Now, during the Grace Period for 2005, on 01-21-2006 he submits a claim of $400, $750 & $300 for valid medical services. When such a scenario is encountered, the Claims for $400 is entirely processed from the year 2005 and the Claims for $750 is split and processed in 2005 and the current year 2006. But the next claim of $300 goes to a rejected state. This claim needs to be resubmitted for processing in the year 2006.
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