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REVISED TO REFLECT NEW INFORMATION DUE TO TAX REFORM 
 

To:  All Active Full-Time JBI, Ltd. Employees   

 

From:  Bob Kimbrell 

 

Date:  November 1, 2017 

 

Subject: Open Enrollment - Flexible Spending Accounts for 2018 

   

 

Now is the time for the annual enrollment period for our Flexible Spending 

Reimbursements Accounts (i.e. Health Flexible Spending Account and Dependent Day 

Care Flexible Spending Account).  Our plan year for the Flexible Spending Accounts 

operate on a calendar year basis from January 1st to December 31st.    Please note, the 

flexible spending enrollment period should not be confused with the medical, dental, & 

vision enrollment period as that anniversary date is September 1st of each year. 

 

 

 

If you wish to make any changes to your current Flexible Spending Accounts (increase, 

decrease, add, drop), you are REQUIRED to complete a new enrollment form for the new 

plan year (January 1st, 2018 to December 31st, 2018) and return it before the requested 

deadline.   If you do not complete a new enrollment form before the deadline, you will 

automatically be enrolled in your current Flexible Spending Accounts.  All selections will be 

effective from 1/1/2018 to 12/31/2018 and cannot be changed until January 1st of next year 

unless you have a qualified change in family status.   At this time, you should carefully 

evaluate your current flexible spending account selections.  

 

 

 

ENROLLMENT DEADLINE:  ON OR BEFORE NOVEMBER 17th 
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What does pre-tax mean to you?  
 
 
The cost of your medical premiums as well as your Health Flexible Spending Accounts and 

your Dependent Day Care Flexible Spending Accounts are taken out of your paycheck before 

taxes are calculated on your income.  Taxes are calculated on the amount of your paycheck 

that is left after all the premiums and spending accounts are taken out.  This results in less 

money to be taxed, and so you pay less in taxes.  The Flexible Spending Accounts allow you 

to pay for some health and dependent care related items without having to pay taxes on the 

money you on spend on those items.  Once you decide on the amount, that portion will be 

deducted from your paycheck each time you are paid.  Your federal income and FICA taxes 

will be calculated on the amount of your pay that is remaining after the deduction is made.  

Consequently, you do not pay taxes on the amount of your flexible spending account 

deductions.   

 

Do you really know how much money you have to earn to pay for an item that costs $200?  

You not only pay the $200 expense out of your take-home pay, you already paid federal 

income tax of either 10%, 12%, 22%, 24%, 32%, 35%, or 37% (according to the 2018 tax reform 

tax tables tables) and an additional 7.65% FICA tax.  There is no limit to the wages subject to 

the Medicare portion of the tax.  Since 2013 wages in excess of $200,000 have been subject 

to an extra 0.9% Medicare tax to be withheld from employees’ wages.  The 2018 Social 

Security wage base has increased to $128,700. 

 

While you pay the marginal rates in all the tax brackets your income fills, in general terms 

your "tax bracket" is the bracket in which your last earned dollar of the year falls, taking your 

filing type into account. Please take a look at the illustration assuming the 24% tax brackets: 

 

        24% Tax Bracket 

Gross Earnings      $438.92 

FICA (7.65%)      -$  33.58 

FIT       -$105.58 

Net Earnings        $300.00 

Total Tax Savings       $138.92 
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A Health Flexible Spending Account allows you to set aside pre-tax dollars 

to pay for medical, dental, or vision expenses incurred by you or your legal dependents that 

are not reimbursable under ANY insurance plan.  A Health Flexible Spending Account is for 

any medical, dental or vision services that you have incurred on yourself and/or your 

dependents during the plan year, whether or not they are part of the medical plan. This 

means you can only claim expenses for which you actually had dental work, medical services 

or vision exams, etc. performed within the plan year.  It is not when you pay for these 

services.  The dollars are put into an account, and as you have services rendered (incur 

expenses), you file claims to reimburse yourself from the account.  You will be reimbursed for 

the expenses you claim until your reimbursements equal the annual election you establish.  

You cannot claim both the Health Flexible Spending Account and a year-end tax deduction 

for medical expenses.  The year-end tax deduction is only for those medical expenses not 

covered by your health insurance that exceed 7.5% of your adjusted gross income in 2018.     

Tax reform changed legislation to reduce the threshold for 2018 and retroactively to 2017 

from 10% to 7.5%.  However, for tax years after 2018, the threshold will return to 10%. You 

may contribute up to $2,650 per calendar year to the Health Flexible Spending which is a $50 

increase from last year.  The limit applies separately to each eligible employee.  You may only 

make changes to the Health Flexible Spending Account each year beginning January 1st.   

 

 

A Dependent Day Care Flexible Spending  Account allows you to set aside 

pre-tax dollars to pay for dependent day care expenses you incur if they are incurred 

(services rendered) because you (and your spouse if you are married) are working or are full-

time students.  A Dependent Day Care Flexible Spending Account is for daycare on your child 

(up to the age of 13 or a disabled adult that you are legally responsible for) that would need 

daycare while you as a single parent or you and your spouse must both work.  These dollars 

are put into an account and as you incur expenses you file claims to reimburse yourself from 

this account.  You may not be reimbursed from the Dependent Day Care Flexible Spending 

Account until the funds have been deducted from your paycheck.  You may choose either to 

participate in the Dependent Care Flexible Spending Account OR to take a year-end annual 

tax deduction.  The best option for you depends on your gross family income and your 

dependent care expenses.  You may contribute up to $5,000 per calendar year to the 

Dependent Care Flexible Spending Account.   Enclosed please a worksheet which will help 

you in comparing the Dependent Day Care  Flexible Spending Account to the IRS year-end 

tax credit. 



 4 

Flexible Spending Accounts (often referred to by other names as cafeteria, Section 125, 

reimbursement account, FSA, spending accounts, medical or dependent day care/ accounts 

etc.) are a great opportunity for you to save significant tax dollars.  Since it is a tax qualified 

plan (Internal Revenue Code Section 125-1 and Section 125-2), you need to understand the 

rules. 

 
What are the rules?  

 

1.  The choices you make have to be made prior to your effective date on the Plan. 

 

2.  If you do not have services rendered within the plan year that will allow you to use your 

spending account funds, you will lose those funds.   IRS regulations allow an additional 2 ½ 

months to spend the funds remaining in your account.  Any funds left after that 2 ½ month 

period will be forfeited. 

• With regard to the 2½ month "grace period", unused contributions that are carried 

over under the 2.5-month grace period will not be counted against the $2,650 limit 

for the new plan year (2018).  For example, if an employee has $400 in unused 

contributions at the end of current plan year (2017), $400 may be claim eligible under 

the 2.5-month grace period carryover.  The $400 that is eligible under the 2.5 grace 

period will not be counted against the employee's contribution limit for the new plan 

year (2018).  

 

3.  There can be NO change for a Plan Year without a life-changing event.  You will have the 

opportunity to change your elections annually, prior to January of each year.  (Note, your 

Medical Reimbursement Account can only be changed January 1st of each year regardless if 

you have a life-changing event.) 

 

4.  Life changing events are defined by the IRS as: 

 

a.  Your marriage 

b.  Your divorce 

c.  Birth or adoption of your child 

d.  Death or termination of your   dependent relationship 

e.  Change of job or job status by you or your spouse 

 

If you have any questions regarding the enrollment procedure or would like additional 

information on the Flexible Spending Accounts, please do not hesitate to call me.  I thank you 

in advance for your immediate attention and cooperation to this very important matter. 
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DEPENDENT CARE TAX CHART  
 
The chart shows different levels of adjusted gross family income (your total family income) assuming there are 

no changes as a result of tax reform according to the 2018 marginal tax brackets updated to reflect tax reform. 

The tax bracket usually changes from 12% to 22% at $38,700 for a single taxpayer and $77,400 for a married 

taxpayer filing jointly.  The tax bracket usually changes from 22% to 24% at $82,500 for a single tax payer and 

$165,000 for a married taxpayer filing jointly.   The standard deduction is $12,000 for a single taxpayer, $24,000 

for a married taxpayer filing jointly, and $18,000 if filing head of household in 2018.   

 

Tax Rates Tax Brackets for Single Filer  
Tax Brackets for Married 
Filing Jointly  

Tax Brackets for Head of 
Household 

10% $0-$9,524 $0-$19,049 $0-$13,599 

12% $9,525 - $38,699 $19,050 - $77,399 $13,600- - $51,799 

22% $38,700 - $82,499 $77,400 - $164,999 $51,800 - $82,499 

24% $82,500 - $157,499 $165,000 - $314,999 $82,500 - $157,499 

32% $157,500 - $199,999 $315,000 - $399,999 $157,500 - $199,000 

35% $200,000 - $499,000 $400,000 - $599,000 $200,000 - $499,000 

37% $500,000 + $600,000 + $500,000 + 
  

                      Dependent Care Tax Credits Available Under Code Section 21 

OVER & UNDER TAX CREDIT % 

$0 $14,999 35% 

$15,000 $16,999 34% 

$17,000 $18,999 33% 

$19,000 $20,999 32% 

$21,000 $22,999 31% 

$23,000 $24,999 30% 

$25,000 $26,999 29% 

$27,000 $28,999 28% 

$29,000 $30,999 27% 

$31,000 $32,999 26% 

$33,000 $34,999 25% 

$35,000 $36,999 24% 

$37,000 $38,999 23% 

$39,000 $40,999 22% 

$41,000 $42,999 21% 

$43,000 No Limit 20% 

After comparing the Tax Credit against the Tax Savings of Flex Care, which is better for you?  Make your 

decisions based on the comparison and advice from your tax consultant.     In order to take advantage of the 

childcare, the employee must be a single parent or if the employee is married, the employee’s spouse must 

work or the spouse must be a full-time student. 

Yearly Dependent Care Expense          Tax Credit %                                   Total Tax Credit 

 
X                                                  = 

$3,000 per child; $6,000 limit, filing jointly - with 2 children 

Yearly Dependent Care Expense             Tax Bracket                               TOTAL TAX SAVINGS 

+ 7.65% FICA 

Maximum $5,000 for individuals or married filing jointly ($2,500 married filing separately) 

 


