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	Operational Issue:
Transfer of funds to FSA commercial bank account

May 20, 2008 
Wendy Edwards

Director of Operations
	


Executive Summary
This summary provides an overview of the 2008 PEBB Dependent Care and Health Care Flexible Spending Account activity.  Staff instituted measures to monitor the commercial bank account for payment to our vendor; however logistical issues are making the provision of an adequate level of funding a significant issue.
Background
Enrollment count as of April 15th
929 members in Dependant Care with contributions for 2008 projected at $290,000.
4,083 members in Health Care with contributions for 2008 projected at $423,000.
IRS regulations allow the disbursement of all health care contributions, including projected contributions, regardless of member’s accruing account balance. PEBB staff may only transfer the amount actually contributed by members to the commercial bank account per payroll run.  
This can cause the contribution deposits to be insufficient to fund the claims, running the risk of the account being overdrawn.  Health care claims exceeded deposits by $333,316 on April 1, 2008. 
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Recommendation
Staff recommends the transfer of $300,000 from the Stabilization Account to the Flexible Spending Account commercial bank account.  This will prevent the account from running a negative balance and allow staff to follow protocol developed for this program with internal and external stakeholders.  
There are two options to replenish the funds requested:

(1) Transfer the $300,000 back to the Stabilization Account after year-end reconciliation with ASI Flex in May 2009.  This would include forfeitures in both health care and dependent care FSAs, reduced by any negative health care FSA accounts; or
(2) Utilize the transferred funds as a continuous buffer for the PEBB FSA commercial bank account.  These and all other forfeitures remaining in the commercial bank account upon Board termination of this specific FSA program would be transferred back into the Stabilization Account.
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