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The information in this booklet provides general information only and is not legal advice. If there is any inconsistency between this 
booklet and the actual plan document, the plan document shall govern. As with all benefits matters, you should consult with 

your benefits administrator if you have a specific question about your 125 Plan.

how the premium only plan works 

are there any negative consequences 
of the premium only plan?

the 125 plan

You may participate in any 125 plan option your co-op has
adopted. Your co-op is the sponsor and administrator of
your plan. Cooperative Benefit Administrators (CBA) is the
claims administrator for the plan.

The 125 Plan allows you to pay for certain eligible expenses
with pre-tax dollars.

The 125 Plan has options for co-ops:

1. If your co-op chooses the Premium Only Plan:
You may pass your group benefit premiums through 
the “Premium Only” arrangement. If your co-op 
adopts the Premium Only Plan and you do not 
wish to participate, you must opt out.

2. If your co-op chooses the Health Flexible 
Spending Account (Health FSA):
You may elect to contribute to the Health FSA on a pre-tax
basis from which you can request reimbursement for 
eligible out-of-pocket expenses, such as medical, pre-
scription drug, dental and unreimbursed vision expenses.

3. If your co-op chooses the Limited-Use Health 
Flexible Spending Account (LU-Health FSA):
If your co-op has a high deductible health plan with 
an HSA, you may elect to contribute to the LU-Health 
FSA on a pre-tax basis to reimburse dental and vision
expenses not covered by those plans.

4. If your co-op chooses the Dependent Care 
Assistance Program (DCAP):
You may elect to contribute to the DCAP from which you
can request reimbursement for eligible dependent care
benefits with pre-tax dollars.

Under a Premium Only Plan, your group coverage 
premiums are paid from pre-tax contributions through
payroll deduction. (The cost of your coverage is not
affected.) The Premium Only Plan offers tax savings
advantages.

Possibly. Since you are paying for premiums with 
pre-tax dollars, FICA taxes are not being deducted,
which may affect your Social Security benefit.

In addition, you should give special consideration 
to how you pay your disability income premiums. 
When you pay disability premiums with after-tax 
dollars, you do not pay tax on disability income. 
But if you pay your disability premiums with pre-tax 
dollars through the Premium Only Plan option, 
the disability income would be subject to federal
income tax, FICA and, in most cases, state and 
local income taxes.
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• Pre-tax contributions—The amount of your premi-
um that you elect to pay on a pre-tax basis, and/or
the amount of money you choose to contribute to
a Health FSA or LU-Health FSA, is deducted from
your salary before you receive it. Because you do
not receive that portion, Social Security, federal
income and, in most instances, state income taxes
are not withheld. Consequently, this portion of
your salary is referred to as pre-tax contributions.

• Eligible unreimbursed health care expenses—
These are eligible expenses that are not covered
by your, or your dependents’, benefit plan or 
government programs.

How can a Health FSA, LU-Health FSA or DCAP 
help me save money?

The plan allows you to defer taxes on the portion 
of your salary used to pay

• eligible unreimbursed health care expenses

• eligible expenses for dependent care

Not everyone can benefit from the 

dependent care options. You will need 

to evaluate your individual situation 

carefully. Speak with your tax advisor 

if you need assistance.

what is a flexible spending account?

Under the 125 Plan, there are three available Flexible 
Spending Accounts:

• Health Flexible Spending Account (Health FSA) (medical,
prescription drug, dental and vision expenses)

• Limited Use Health Flexible Spending Account 
(LU-Health FSA) (dental and vision expenses only)

• Dependent Care Assistance Program (DCAP) 
(day care expenses only)

You may use pre-tax dollars in your Health FSA to pay eligible
unreimbursed health care expenses. With an LU-Health FSA,
you may use pre-tax dollars to pay eligible unreimbursed
dental and vision expenses. You may use pre-tax dollars
from your DCAP to cover the costs of eligible dependent 
care expenses while you or your spouse are working. 

Beginning in January 2013, the maximum you may 
contribute to the Health FSA and/or LU-Health FSA will be
limited to $2,500, and your contribution and your employer’s
contribution added together may not exceed $5,000. The
annual maximum for dependent care is also $5,000 (or
$2,500 if married but filing separately). Contributions are
made through payroll deduction. Eligible expenses are 
reimbursed from the appropriate account, as needed.

Health FSAs, LU-Health FSAs and DCAPs have a “use it or lose
it” provision which means that any money remaining in the
Health FSA and DCAP at the end of the year will be returned
to your co-op.

Grace Period (if elected by your co-op)  

The IRS extended the “use it or lose it” rules for Health 
FSAs, LU-Health FSAs and DCAPs to allow employees a grace
period to incur expenses after the end of the plan year until
March 15. The grace period gives 125 Plan participants a
total of 14- months to incur qualified expenses before their
account balances are forfeited and retained by the co-op.

Under the rules, the deadline to request reimbursement for
eligible expense from the previous plan year is June 15.

Note: There may be tax consequences involved if your co-op elects
a grace period for the DCAP. Please consult your tax advisor.

The grace period, if elected by your co-op, extends
the availability of your previous year’s account 
balances by an additional 2- months. This means
that account balances from the previous year, if any
amounts remain, are used first to pay eligible
expenses (from either the previous or current year)
until March 15 of the current year.

After March 15, eligible expenses are paid from the
current plan year’s account balance only. You have
until June 15 to submit claims from the previous year
that are incurred by March 15 for reimbursement.

As of January 1, 2011, eligible expenses incurred for
over-the-counter medicines or drugs are no longer
reimbursed without a prescription, with the 
exception of insulin and diabetic supplies.

what the grace period means for me

keeping track of the terms
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What unreimbursed health care expenses 
may be covered by my Health FSA?

Eligible unreimbursed health care expenses 
include, but are not limited to:

• Medical and prescription deductibles

• Coinsurance amounts and copayments

• Vision care 

• Dental care

• Other eligible medical expenses for which 
you are not reimbursed

• Insulin and diabetic supplies

• Over-the-counter medical supplies or 
items that are used to treat or alleviate 
a health condition (e.g., bandages, 
carpal tunnel wrist supports)

• Over-the-counter medicines or drugs received 
when accompanied by a prescription (e.g., allergy
medication, antacids, pain relievers)

What are some of the expenses that 
may not be covered by my Health FSA?

Expenses not covered include, but are 
not limited to:

• Cosmetic services (e.g., teeth bleaching, 
face lifts, liposuction)

• Over-the-counter medical items or supplies 
for your general good health (e.g., daily 
vitamins), or drugs or medicines used 
to treat or alleviate a health condition 
without a prescription.

• Massage therapy, unless prescribed and
substantiated by a physician to treat a 
medical condition or illness

Can I pay dependent care expenses 
from my Health FSA?

No. Dependent care expenses must be paid 
from the DCAP. Unreimbursed medical expenses 
must be paid from the Health FSA.

What are the eligible expenses that 
may be covered by my DCAP?

Dependent care expenses cover the cost of 
providing for the care of eligible dependents, 
such as your child who is under age 13 while 
you and your spouse (if applicable) work.

Will the plan reduce my NRECA group term 
life insurance amount, NRECA disability plan
payments or my pension benefits?

No. Your NRECA-sponsored salary-based benefits 
will be calculated without taking into account your 
pre-tax contributions to the 125 Plan.

Does the plan affect other 
non-NRECA-sponsored benefits?

Your taxable salary is reduced by your pre-tax
contributions, which could result in lower 
FICA wages and lower Social Security benefits 
in the future. Your local Social Security office 
can provide you with estimates of your 
Social Security benefit.

The ABCs of Health FSAs and DCAPs
c o v e r a g e ,  e n r o l l m e n t  a n d  r e i m b u r s e m e n t  c o v e r a g e
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For Premium Only Plans and DCAPs

• A cost change occurs when the cost of any health 
benefits or dependent care benefits increases or 
decreases significantly.

• A coverage change occurs when coverage for you 
or your dependents is either significantly reduced or 
eliminated or if a new benefit option is made available.

For Premium Only Plans, Health FSAs and DCAPs

• A status change may occur when you experience a 
marital-, dependent- or employment-related event. 
Your benefits administrator will be able to provide 
you with the appropriate form.

How will I know the balance in my accounts?

You can view your Health FSA account balances by going 
to the Employee Benefits web site: 

• Log in to www.cooperative.com

• Click My Benefits or Check my benefits

• Click on My Insurance in the left-hand menu

• Click on The 125 Plan and HRA

enrollment

How do I enroll in the 125 Plan?

To enroll in the 125 Plan, you must complete an election 
form. See your benefits administrator for details about
obtaining and submitting this form.

How should I estimate the eligible expenses to 
be reimbursed under my Flexible Spending Accounts?

Since FSAs have a “use it or lose it” provision, it is best to
exercise caution when calculating the amount of money 
you will use. If you overestimate the amount of your eligible
expenses, you will forfeit the money remaining in your
account. Any money left over at the end of the plan year 
will be returned to your co-op. You may be eligible to continue
to incur expenses for the plan year through March 15 of the
next year, if the grace period is elected by your co-op.

When may I make my 125 Plan elections?

You will have an opportunity to make 125 Plan elections 
for the upcoming year during your open enrollment period,
which is during the last quarter of each year. New employees
do not need to wait for the open enrollment period. They
should be enrolled as soon as they are eligible to participate
in their co-op’s plan (ask your benefits administra tor for 
eligibility rules).

Can I change my elections during the year?

As a rule, the elections you choose are binding for the 
entire year. For specific guidelines on changing your 
elections, refer to your Summary Plan Description. Following
are some examples of changes that are permitted:
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reimbursement

How are expenses reimbursed from a Health FSA?

The claims reimbursement process works 
differently for various situations:

� Employees and dependents covered under NRECA 
medical, prescription drug, dental and vision plans

The CBA claims payment system and the 125 Plan pay-
ment system interface to coordinate payment from the
appropriate source. This electronic interface is available
only for plans sponsored through NRECA, and only if the
co-op elects this option.

If your co-op has elected the electronic interface option 
and you also elect this option

• You do not need to submit a separate 125 Plan 
reimbursement form when you or your provider submit 
an eligible medical, dental or vision care claim to CBA.

• After a medical, dental or vision claim is paid, any 
eligible expenses not covered by your plan automatically
“roll over” to the 125 Plan payment system for process-
ing. See “Dual Coverage” in next column.

• Over-the-counter drugs and supplies require a manual
request for reimbursement. As of January 1, 2011, 
over-the-counter drugs require a prescription from a
medical practitioner.

A similar process works for out-of-pocket expenses
incurred with prescription drug purchases made through
NRECA’s prescription drug program’s mail service 
pharmacy and network pharmacies. If you are required 
to pay a coinsurance amount, a copayment, an amount
over the maximum allowable cost or an amount toward
your deductible for a prescription drug, that amount will
be automatically rolled over to the 125 Plan payment 
system for processing.

A reimbursement form and other information are needed
for over-the-counter drugs and supplies (see page 6).

� Employees and dependents not covered 
under NRECA plans

To activate the reimbursement process, fax a completed 
125 Plan reimbursement form to CBA at 1.402.483.9388
or mail to CBA at P.O. Box 6962, Lincoln, NE 68506 with 
a copy of your itemized bill, Explanation of Benefits and
other supporting documentation for any eligible 
out-of-pocket expenses. 

� Employees covered under both the NRECA plans
and another plan

If you are covered under both the NRECA plans and another
plan (e.g., your spouse’s plan), you must submit your
requests for reimbursement in the following order:

• Charges are paid first through your primary plan.

• Your secondary plan then pays the charges for which 
it is responsible.

• Only after this may your 125 Plan be used to cover
remaining unreimbursed eligible expenses.

dual coverage

Your primary and secondary coverages are determined
by your co-op’s plan and cannot be changed. Also, 
if you and any of your family members have dual 
coverage, you may not participate in the electronic
interface option, and therefore should select “no” for
the interface option on your election form. Please see
your benefits administrator if you have questions.

Eligible expenses may include your 

medical, dental or vision deductible, 

your portion of the coinsurance and 

other eligible out-of-pocket expenses.
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If I submit a request for reimbursement that is 
greater than my DCAP balance, will CBA reimburse 
me for the full amount of the expense?

No. You may be reimbursed only up to your current account
balance. Reimbursement cannot exceed your year-to-date
contributions.

If I submit a request for reimbursement at the 
beginning of the plan year that is greater than 
my Health FSA balance, will CBA reimburse me 
for the full amount of the expense?

Yes. CBA will reimburse you for the full amount of the expense
up to the amount you have elected for the plan year.

To receive reimbursement for other eligible medical 
expenses, such as hearing aids, charges for orthopedic 
shoes or mileage to and from health care providers, submit 
a completed 125 Plan reimbursement form and a copy of
your itemized bill or Explanation of Benefits, if applicable.
The same procedures apply to unreimbursed dental 
and vision expenses if these benefits are not provided
through an NRECA plan.

For reimbursement of eligible expenses for over-the-counter
drugs, you must submit a completed reimbursement form,
with the user’s name and the receipt showing the name 
of the item, purchase date and the amount. Effective 
January 1, 2011, a prescription will need to accompany 
your claim for reimbursement. The prescription will need 
to identify the purchaser or the individual to whom the 
prescription was issued. With the exception of insulin 
and diabetic supplies, you will be required to provide 
a prescription.

Eligible expenses for over-the-counter medical supplies and
items may continue to be reimbursed without a prescription.

How are eligible expenses reimbursed from my DCAP?

You are responsible for paying the provider and submitting 
a completed Dependent Care reimbursement form to CBA,
along with a copy of your receipt. The receipt must include
the dates of service, name, address and Social Security 
number or federal tax ID number of the provider.

example

step 1 You elect in January to defer $100 per month
in your Health FSA (for an annual amount of
$1,200).

step 2 You submit a request for reimbursement for 
an eligible expense of $600 and you only 
have $400 in year-to-date contributions in
your account.

step 3 You will be reimbursed $600.



What happens if my expenses exceed the amount 
of my annual election?

If you have medical or dependent care expenses in excess 
of your annual elections, the excess amount will not be paid
from the 125 Plan.

Can I be reimbursed for expenses incurred this year
from last year’s account balance?

Expenses for services incurred during the current plan 
year are reimbursed from the current year’s accounts.
However, the grace period, if elected by your co-op, 
extends the availa bility of the previous year’s account 
balances to March 15. 

This means that account balances from the previous year 
will be used first to pay eligible expenses from either the 
previous or current year until March 15 of the current year. 

CBA will reimburse you for the full amount of the expense 
up to the amount you have elected for the plan year.

GRPBR12042  Rev. 11/2012

Administered by Cooperative Benefit Administrators

CBA
P.O. Box 6962

Lincoln, Nebraska 68506
1.402.483.9385

How long after the close of the plan year may I still
receive reimbursements from my account?

CBA must receive (with proper documentation) any requests
for reimbursement for eligible expenses for the previous 
plan year by March 31 of the following year or by June 15 
if your co-op elected the grace period. 

You can fax your requests for reimbursement to CBA at
1.402.483.9388. Reimbursement forms also may be mailed 
to CBA at P.O. Box 6962, Lincoln, Nebraska 68506.

direct deposit

Using an electronic fund transfer (EFT), CBA can transfer
your reimbursements directly into your bank account. 
If you are interested in this option, please contact your
benefits administrator for an authorization form. You will
need to submit a copy of a voided check (not a deposit
slip) with your authorization form.

where can i go for more information?

Your benefits administrator is your primary contact for all of your benefits needs. If you need clarification 
on any information included in this brochure, please speak to your benefits administrator.

Your Summary Plan Description is also a very good resource to help you understand your co-op’s plan.
If there is an inconsistency between this brochure and the actual plan document, the plan document shall govern.


