
Flexible Spending Account: An Overview 
 
 
Diocese of Oakland is pleased to offer you this Flexible Benefits Plan. As you 
know, healthcare and day care expenses can really add up. Flexible Spending 
Accounts (FSAs) give you a way to pay for these expenses with tax-free dollars. 
Because you bypass taxes, you save money.  
 
There are two types of accounts: 
 

 Healthcare Flexible Spending Account 
 Dependent Care Flexible Spending Account 

 
You may choose to participate in one or both of these accounts, depending on 
your individual needs. 
 
FSAs allow you to save money because your contributions to the accounts are 
deducted from your paycheck before Federal and Social Security taxes are 
calculated. The amount of savings you will enjoy by participating in an FSA will 
depend on your individual tax bracket and the amount of money that is 
withheld from your paycheck on a tax-free basis. For example, an individual in 
the 15% tax bracket will save approximately $0.23 on each dollar. The above 
savings example is derived from 15% federal income tax and 7.65% Social 
Security (FICA) tax, which equals 22.65%. Depending on where you live, you 
may also save on state and local income taxes (see the tax savings example 
below). 
 
 

Tax Savings Example 
 
 With Plan Without Plan 
Gross Salary $25,000 $25,000 
Health / Day Care Expenses (Pre-Tax) $1,200 N/A 
Taxable Income $23,800 $25,000 
Tax (25%) $5,950 $6,250 
Net Salary $17,850 $18,750 
Health / Day Care Expenses (After-Tax) N/A $1,200 
Take-Home Pay $17,850 $17,550 
Tax Savings $300 N/A 
 
 
 
 
 



 
How a Flexible Spending Account Works 
 
 
A Flexible Spending Account is an account with automatic deposits of pre-tax 
payroll deductions. Here’s how it works: 
 

 You decide, in advance, how much to contribute to each account each 
plan year. 

 
 Your contributions are automatically withheld in equal amounts from 

your paychecks throughout the year before taxes are applied. Your 
contributions will be credited to an account(s) in your name.  

 
 You pay for eligible expenses as you normally would. Then you submit 

your receipts with a claim form for reimbursement.  
 

 Reimbursements are tax-free so you never pay taxes on the money you 
set aside!  

 
 Your claims are processed and reimbursements are issued on the 15th 

and last day of each month. 


