DEPENDENT CARE FLEXIBLE SPENDING ACCOUNT

The annual enrollment/open change period for tH®ZDependent Care Flexible Spending Account
Program begins at 8:00 a.m. on Friday, OctobeP@39 and closes at 5:00 p.m. on Monday,
November 23, 2009. Dependent Care Flexible Spgnilatount forms are available in the

Human Resources Service Center, 3810 BeardshelarHal may also attend the vendor fair, call
515-294-4800 / 1-877-477-7485 or email udanefits@iastate.edo discuss your options. The new
plan year will begin January 1 with the January@payroll.

What are qualified dependent car e expenses?

Dependent care is defined as care necessary fpendent child (under the age of 13) or if a cbidr
the age of 13, or a dependent parent or spousee ttependents must be physically or mentally déshbl
and reside in your home at least eight hours aaddycare is needed so you, the employee may work.

An eligible expense is any expense that is allolsethe Internal Revenue Service (IRS) as an itethize
deduction. You may refer to IRS Publication 503fkble from the IRS at
http://www.irs.gov/pub//irs-pdf/p503.ppfor information on eligible expenses. Eligiblegpenses
include:

- In-home day care,

- In-home nursing care,

- Day care at someone’s home,

- Nursery school,

- Pre-school,

- Adult day care,

- Licensed dependent care centers if more thamgixiduals are cared for,

- Household services needed to care for the depénde well as run the home. They include the
services of a maid, baby-sitter, housekeeper, coakeaning person if their services are needed for
the care of the dependent(s),

- Boarding school (only that part of the cost ukedcare of the dependent), and

- Summer day camp (if the cost compares reasonatiyother alternatives and if the child does not
spend the night.)

- Specialized day camps (even if the camp speemliz a particular activity such as computers or
soccer and if the child does not spend the night),

- Transportation to and from care,

- Application fees and deposits (expenses areanotursable if the deposit is forfeited),

- Part-time work — employees that must pay for delpat care on a periodic basis that includes both
work and non-work days, you can be reimbursedlifduthose payments.

Eligible expenses are expenses incudedng the calendar year (January 1 through Deee®b or
prior to your termination of employment). The deting factor is the actual date of services,thet
date of billing or the date the bill is paid.

If you terminate your employment with lowa Stateiémsity, your contributions into your Dependent
Care Flexible Spending Account plan will terminatéhe end of the month in which your employment



ends. If you have contributed funds remainingrafteir termination date, you can claim dependent
care expenses for the remainder of the calendaruyeih your contributions are exhausted.

Restrictions:

If you are married, you may not be reimbursecssilyour spouse works, attends school fulltime, or
is incapable of self-care.
- You cannot be reimbursed for Dependent Care ses\provided by:
- A person that you claimed as a dependenngltine tax year, or
- Your child who is under age 19 at the entheftax year.
- Reimbursements may not be greater than the antibehdwer-paid spouse earns. If your spouse is
a fulltime student or incapable of self-care, yspouse will be regarded as having income of:
- $200 per month if there is one dependent or,
- $400 per month if there are two or more delgets.
- Eligible expenses do not include expenses fod fmoschooling unless these amounts cannot be
separated from the total cost of care (e.g. lumokided in a day care as part of the total cost).

Should | enroll in a dependent car e flexible spending account?

Deciding whether to use the Dependent Care FleSpknding Account or the Federal and State
Dependent Care Tax Credits can be complicateda general rule, if your family’s adjusted gross
income is higher than $39,000, or your tax ra@8% or higher, or you have one dependent and
dependent care expenses exceed $2,400, the Dep&aterSpending Account may be advantageous.
If your annual adjusted gross household incomess than $39,000, it may be advantageous to take th
dependent care tax credit. Consult your tax adviso

You cannot apply dependent care costs reimburgseddh the Dependent Care Flexible Spending
Account to the Federal Income Tax Credit for Claitdl Dependent Care. Furthermore, every dollar
used in the Spending Account reduces the amountgow@pply toward the Federal Tax Credit by one
dollar. For example, if you have two or more cteldand your total care costs are $4,800 per ifear,
you use the Spending Account for $300 per mont3p800 for the year, you would still be able to use
the remaining $1,200 ($4,800 - $3,600) as a tadtitcrdf you use the Spending Account for $416.€6 p
month, or the full $5,000 for the year, you woutst be able to claim the Tax Credit.

Note: Employees and their spouses with combined net iesash$40,000 or more cannot claim lowa
tax credits for dependent care expenses on thegieiStome tax returns. The only way to reduce state
tax on those expenses is through the use of therdiemt Care Flexible Spending Account.






