
We are excited to share with you some important news about your 
WageWorks Healthcare Flexible Spending Account (FSA). 

On October 31, 2013, the U.S. Department of the Treasury modified  
the “Use It or Lose It” rule which required any leftover balance in 
a Healthcare FSA to be forfeited at the end of the plan year. Under 
the new rule, you’ll be able to carryover up to $500 of your unused 
WageWorks Healthcare FSA balance remaining at the end of a plan 
year, so you no longer end up losing unused funds.

What does this rule change mean for you?
This rule change limits your risk of losing any unused funds and gives  
you more control and flexibility in managing your out-of-pocket healthcare 
expenses. No more…

�� Trying to precisely predict what your healthcare expenses might be  
for the year

�� Worrying about losing money left unspent in your FSA at the end  
of the plan year

�� Rushing to spend the remaining balance in your FSA at the end  
of the plan year or grace period

Check out the Frequently Asked Questions for additional 
information below. 
How do I know if I have a careryover option? 
Your employer will notify you if the option is available for you. You can also 
ask your employer about carryover if you are not sure.

Is the carryover option for Healthcare FSAs only or Dependent Care 
FSAs only or both?
The carryover option is for Healthcare FSAs only and is not available for 
Dependent Care FSAs.

Can my employer opt to allow carryover with a Limited Purpose 
Healthcare FSA only and not with a ‘standard’ Healthcare FSA?
Yes. They could also choose to allow the carryover with a ‘standard’ 
Healthcare FSA and not with a Limited Purpose Healthcare FSA. 

When will the remaining prior plan year funds carryover into the new  
plan year?
They will be available on the first day of the new plan year. However, the 
amount of the carry over is determined at the end of any run-out period  
for the previous plan year.
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Does the carryover amount count against the $2,500 maximum contribution limit applicable to each 
plan year?
No. You can still choose to contribute as much as $2,500 (or the limit established by your employer) even if you 
carry over $500 from the previous plan year. 

Do carryover funds affect plan contribution maximums? 
No they do not. Carryover funds are in addition to the $2,500 federal cap on salary reduction elections. 

Can my employer offer the carryover and a grace period? 
Unfortunately, no they cannot. Your employer cannot offer the grace period during the same plan year that 
offers the carryover option. Your employer can offer a grace period for a Dependent Care FSA while offering 
the carryover for  
a Healthcare FSA during the same plan year. Your employer will need to amend plan documents to: 
a. Remove the grace period, if previously adopted; and
b. Elect the carryover and specify related options. 

Is there a minimum or a maximum amount allowed for carryover? 
Your employer can choose to allow a carryover of any amount up to $500 per participating employee per 
plan year. WageWorks encourages all employers to allow the full carryover amount. 

When are carryover funds available for me? 
The carryover amount is available to you on the first day of the new plan year because of the uniform 
coverage requirement. This means that the carryover amount is simultaneously available to pay 2013 
expenses and 2014 expenses during the 2013 plan run-out period. You do not have to elect for the new plan 
year in order to receive the carryover funds. 

What happens if I have a carryover balance but I do not re-elect a Healthcare FSA? 
If you do not re-elect a Healthcare FSA, your employer may make some options available to you: 
a. They may allow you to forfeit your previous plan year balance rather than carry it over; or 
b. Default your carryover into a Healthcare FSA for the new plan year; and/or
c. Direct your carryover funds to a Limited Purpose Health FSA. 

Do carryover funds affect my coverage? 
No. If you are eligible for the carryover (if you have a carryover balance and did not forfeit the carryover), 
you will have the available carryover balance transferred into the 2014 plan as an adjustment—with the 
same coverage (limited or standard) as the 2014 plan unless your employer directs otherwise. 

Which account will be used first—the 2014 plan or the carryover amount from the 2013 plan during the 
run-out period? 
The 2014 (current) plan year will pay first and the 2013 (carryover) plan will pay second. You get the best use 
of your funds by having the current plan year pay first, and the previous plan year pay second. 

How long can funds be carried over? Are multiple year carryovers permissible? 
Funds may be carried over indefinitely. There is no time limit. However, your employer may amend the 
plan to limit the years that carried over funds could be accessed. For example, if you have unused funds 
from Plan Year 1, you make no election in Plan Year 2, and you don’t submit any claims for the Plan Year 1 
amounts either. Your employer could design their plan such that Plan Year 1 unused amounts expire at the 
end of the subsequent plan year. 

If I have a carryover balance but I quit my job before I have used my funds, is that money then forfeited? 
Or will I still have a grace period to submit receipts for treatment date of service prior to termination? 
Your employer cannot have both the grace period and carryover. If year-to-date contributions exceed claims 
and there is a remaining balance, you have a COBRA election available for the remainder of the plan year. 
If you do not elect COBRA, then expenses incurred prior to your termination date may be submitted for a 
specified period of time after your termination date. 
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If I have carryover and am fired or laid off midyear, can I take the funds with me? 
Carryover funds are nontransferable. Funds would be forfeited. You must be an active participant on the last 
day of the plan year in order to have funds carried over to the next plan year.

Does my employer have to elect the full $2,500 FSA plan limit to allow for the $500 rollover or does the 
$500 rollover apply to any plan max? 
The carryover option could apply to any plan maximum. 

To be eligible to carryover funds, do I have to actively re-enroll for a Healthcare FSA in the new year? 
No. If you do not actively elect a Healthcare FSA for the new plan year, but you still have funds available  
for carryover, you will be automatically re-enrolled in the coverage you began the previous plan year.  
Your election amount will be set to $0 prior to the carry over. 

Is there a timeframe every year for my carryover funds to be used? 
No. The carryover funds can be used at any time for expenses incurred in the new plan year (in addition to 
the elected payroll deductions). If any funds remain at the end of the current plan year, up to $500 is carried 
over into the subsequent year, indefinitely. 

How will WageWorks provide confirmation to me that I have a carryover balance? 
WageWorks displays a pop-up window when you log in to your online account that explains the carryover 
feature, timing, and any options that may be available to you. This window pop-up will show each time you 
log in before the plan end date. Once enrolled in a new plan year that supports your carryover funds, you 
will receive all the standard communications regarding the new plan year account that you received during 
the previous plan year as an active, contributing participant. 

Will adoption of the carryover option impact COBRA?
Perhaps. COBRA will continue to function as it does today for current year funds in your account as of the 
day prior to your COBRA qualifying date. The COBRA premiums will be based on the total election (salary 
reduction plus employer contributions (if any) minus year-to-date disbursements. It is unclear whether to 
take the carryover fund into consideration when determining COBRA continuation premiums. WageWorks  
is waiting for additional guidance for premium computation. 

Does carryover change my eligibility for an HSA if I was enrolled in a standard Healthcare FSA for 2013 
and just enrolled in an HSA for 2014?
If your Healthcare FSA has a grace period and you have dollars available, you’re considered to have 
impermissible coverage until the first day of the month following the end of the grace period unless you 
have exhausted your available balances prior to the end of the plan year.

If your employer eliminates the grace period and adopts the carryover option, you should either use up your 
Healthcare FSA funds during the plan year or elect a Limited Purpose Healthcare FSA for the following plan 
year so that up to $500 can be carried over into an HSA-compatible FSA. Failure to use the funds or elect 
a Limited Purpose Healthcare FSA means you will have impermissible coverage for the entire coverage 
period (the full plan year) and disallows contributions to your HSA. 

These same impermissible coverage considerations existed prior to the “Use It or Lose It” rule change.
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Still have questions? Please contact your  
benefits administrator or HR director.


