Eligible and Ineligible Expenses
Under Your Dependent Care Flexible Spending Account (DFSA)

Your employer offers a Dependent Care Flexible Spending Account (DFSA) benefit to offset your out of pocket dependent
care costs. Ceridian provides administrative services for the DFSA, including claims processing and customer service.

You determine an amount to be withheld from y our annual pay before taxes, your employer deducts that amount in equal
installments from your paychecks, and you may be reimbursed form the DFSA for the IRS considers dependent care
expenses.

If your annual dependent care expenses are less than your annual election amount, you forfeit any unused balance. For
this reason, it is important to accurately predict your dependent care expenditures.

The DFSA is intended to reimburse employees for care that enables them to work. Thus, the following individuals may elect
to participate:

e Anunmarried employee

e A married employee whose spouse lives with the employee and works

e A married employee whose spouse lives with the employee and is a full-time student

e A married employee whose spouse lives with the employee and is seeking work

e A married employee whose spouse lives with the employee and is disabled (incapable of self-care)

The person receiving the care must satisfy the requirements of a qualifying individual under the Code. In most cases, this
will be the DFSA participant’s child under age 13, who lives with the participant, and who is also the participant’s tax
dependent. A disabled spouse and children and others older than 13 may satisfy the requirements in certain situations. A
table describing these requirements is available at

The maximum reimbursement allowable under a DFSA per calendar year is the lesser of:
e $5,000 for individuals filing as single or head of household
e $2,500 for married individuals filing separately
e The employee’s earned income
e The spouse’s earned income, if applicable

If a spouse is either a full-time student or is incapable of self-care, he or she is deemed to earn income for the purposes of
determining the maximum, even if no actual income is received. The amount deemed earned is $250 per month for one
child, $500 per month for more than one child.

Note that the overall $5,000 maximum reimbursement amount under a DFSA will continue to apply even in the case where
a non-working spouse could be deemed to have earned in excess of $5,000. This can occur when a spouse is either disabled
or a full-time student for 11 or 12 months, and the couple has two or more children: $500 times 11 months equal $5,500,
for example.
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kindergarten expenses
such as nursery school

After school activities Eligible Programs not educational in nature, whose primary purpose
is to care for children while parent(s) are at work. Example:
sports camp

After School Care or Eligible

extended day programs

Agency fees: To find a Eligible Finder fees are eligible if required to obtain care. Finders fees

nanny, au pair may be reimbursed only after the first date of service has
been provided. If expense was paid in prior plan year, it may
only be reimbursed in the year in which care was incurred.
Example: Participant pays registration fee in December 2009.
The firs date of dependent care service is scheduled for
January 2010. Once the first day of care is incurred in January
of 2010, the registration expense paid in 2009 is eligible for
reimbursement in the 2010 plan year.

Application fees Eligible Will qualify if it is an expense that must be paid in order to
obtain the related care. However, the fee may not be
reimbursed until the first day of care is provided.

Au pair expenses Eligible Including up-front fee paid to employ the au pair if it is an
expense that must be paid in order to obtain the related care,
but it may not be reimbursed until care is provided. See
Agency Fees

Baby-sitter: inside or Eligible Will qualify unless the babysitter is (1) under age 19 and is the

outside of participant's employee's child, stepchild, or eligible foster child; (2) an

home. See Notes column individual for whom the employee or spouse can claim a
deduction on IRS Form 1040 ; (3) the employee's spouse; or
(4) a parent of the employee's under-age-13 qualifying child.

Baby-sitter: Minor who is | Ineligible

the participant's child

under 19

Baby-sitter: Relative (i.e., | Eligible Eligible Unless relative is a child of the participant under age

grandparent) who is not a 19

dependent of participant

Before school activities Eligible Programs not educational in nature, whose primary purpose
is to care for children while parent(s) are at work.

Child Support Payments Ineligible

Custodial or elder care Eligible Qualifying individual spends at LEAST EIGHT HOURS each day

(Adult Day Care) in the employee's household

Day Camp Eligible Separate equipment charges ineligible (e.g., a laptop rental
fee for a computer camp)

Dependent care expenses | Eligible Incurred to allow the participant to work or otherwise fit the
gainfully employed definition

Dependent care expenses | Eligible For teachers, taking summer classes is considered being

incurred to allow the gainfully employed

teacher to take summer

classes

Diapers: itemized and Ineligible

charged separately from

the cost of care

Education expenses: Pre- | Eligible




Employment taxes Eligible For nursing or dependent care services paid by participant.
Example: Social Security tax, FUTA, Medicare tax. Include
only the amount of taxes paid for eligible services

Extended Day Care Eligible See after school activities

Field Trips Ineligible

Finance Charges Ineligible

Food expenses: itemized | Ineligible

and charged separately

from the cost of care

Kindergarten and above Ineligible

school (education)

expenses

Late Child Pick-Up Fees Eligible

Late Payment Fees Ineligible Pay bill late

Nanny expenses Eligible

Nursery School Eligible

Overnight camp Ineligible

Preschool Eligible

Registration fees: For Eligible Expenses paid in prior plan year must be reimbursed in the

Eligible Expenses such as year in which care was incurred. Example: Participant pays

Day Care, Summer Day registration fee for December 2009. The dependent care first

Camp DOS is scheduled for January 2010. Once the first day of care
is incurred in January of 2010, the registration expense paid
in 2009 is eligible for reimbursement in the 2010 plan year.

Registration Fees: For Ineligible

Ineligible Expenses such

as Overnight Camp and

Education

Sick-child center Eligible Eligible if incurred to enable the employee to work

Summer day-camp /care Eligible Camp expenses are incurred the date the dependent attends
camp, not when the participant was billed or paid for the
expenses. Summer day care or summer day camp expenses.

Tuition (education) Ineligible

expenses

Tutoring programs Ineligible

Transportation: furnished | Eligible Example: transportation to a day camp or after-school

by provider program not on school premises provided by the daycare
provider.

Transportation: not Ineligible

furnished by provider
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