
Allow employees to 
carry over up to $500 of 
Healthcare FSA balances 
remaining at the end of a 
plan year. 

Dramatically increase 
employee participation 
rates and decrease 
corporate payroll taxes.

Amend your plan now 
at wageworks.com/
useitorloseit.

The Carryover Option for 
take care® by WageWorks 
Healthcare Flexible 
Spending Accounts

More Flexibility Means Higher 
Enrollment Rates and Greater  
Tax Savings
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The End of the “Use It or Lose It” Era 
For years, the “Use It or Lose It” rule prevented many of your employees 
from taking advantage of a Healthcare Flexible Spending Account (FSA). They 
didn’t want to risk losing money left unspent in their account at the end of 
the year. Especially for employees on tight budgets, this was a big risk. As a 
result, your company and your employees lost out on potential tax savings.  

On October 31, 2013 the U.S. Department of the Treasury changed the “Use It 
or Lose It” rule. And that means there’s good news—and even better news—
for companies like yours. 

The Good News

When it comes to a Healthcare FSA, the “Use It or Lose It” rule is no longer 
the only option. Your company may now allow your employees to carry over 
up to $500 of FSA balances remaining at the end of a plan year. The carryover 
option provides your company with more flexibility and choice.

take care® by WageWorks was among the first benefits administration com-
panies to incorporate the carryover option into its Healthcare FSA programs. 
The carryover option is now available with a:

• take care by WageWorks Healthcare FSA;

• take care by WageWorks Limited Purpose FSA; or

• take care by WageWorks Limited Purpose FSA in conjunction with a 
qualified take care by WageWorks Health Savings Account (HSA) tied  
to a high-deductible health plan.

The Better News

The “Use It or Lose It” rule change 
removes the most common 
barrier to employee participation 
in FSA programs. When your 
company adopts the new carry-
over option and offers it to your 
employees, more employees are 
likely to participate in your FSA 
program. They’re more likely to 
contribute more money to their 
FSAs. And all this means greater 
tax savings for your company.

Key Benefits of the 
Carryover Option 
• Higher employee 

participation rates

• Greater tax savings for 
your company

• More flexibility and choice 
for your company and 
employees

• Automated and hassle-free 
implementation

With the carryover option, your employees carry over up to $500 of their unused Flexible Spending 
Account balance remaining at the end of a plan year.

Healthcare Flexible Spending Accounts Are Now More Flexible



Greater Participation 
By adopting the carryover option, you encourage more employees to 
participate in your FSA program. Based on its early adoption among a 
selection of our clients, take care by WageWorks expects that the carryover 
option will dramatically increase employee participation in your FSA program. 

What accounts for the boost? Now that “Use It or Lose It” is no longer the rule, 
more employees may feel free to try out an FSA for the first time. And for 
those employees who already have an FSA, there’s a greater chance they’ll 
put more money in it. They no longer have to worry about being so precise in 
estimating their eligible annual healthcare expenses. If they can carry over up 
to $500 at the end of the year, they worry less about losing money left unspent 
in their account. With “Use It or Lose It” off the table, there’s a perception of 
less risk. And with less risk, there’s more participation. 

Greater Savings
As an employer, you save on every pre-tax dollar contributed to an FSA 
via matching Social Security and Medicare taxes, as well as workers com-
pensation premiums in most states. When more employees participate in 
your FSA program, you position your company for greater savings.

Let’s look at an example. A company with 5,000 FSA-eligible employees saves 
an estimated $86,950 by adopting the carryover option.

Less Risk
When your company adopts the carryover option, your increased savings 
should offset any potential losses due to fewer forfeitures or overspend 
from employees leaving your company before the plan year ends. And it’s 
important to note that when you adopt the carryover option, your savings are 
greater than the increase in your administrative fees.

take care by WageWorks 
makes it easy to add the 
carryover option to your 
take care by WageWorks 
Healthcare FSA. Simply  
sign and return the  
plan amendment at  
wageworks.com/useitorloseit,  
and communicate the option’s 
availability to your employees.

Healthcare FSA Program (Traditional) Healthcare FSA Program (Carryover Option)

Average Participation Rate* 23% Average Participation Rate* 40%

Number of Participating Employees 1,150 Number of Participating Employees 2,000

Average Election Amount* $1,400 Average Election Amount** $1,600

Total Election Amount $1,610,000 Total Election Amount $3,200,000

Average Employer Tax Savings Rate* 7% Average Employer Tax Savings Rate* 7%

Gross Employer Savings $112,700 Gross Employer Savings $224,000

Estimated Forfeitures*** $56,350 Estimated Forfeitures*** $32,000

Net Employer Savings $169,050 Net Employer Savings $256,000

NET INCREASE IN EMPLOYER SAVINGS WITH THE CARRYOVER OPTION $86,950
* 7% average employer tax savings rate. Source: Mercer’s National Survey of Employer-Sponsored Health Plans, February 2013.
** This example assumes the average election rate may increase due to the carryover option’s perceived lower risk among your employee population.
*** 3.5% average percentage of contribution dollars forfeited. Source: Mercer’s National Survey of Employer-Sponsored Health Plans, February 2013.
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The term “savings” herein refers only to tax savings and actual savings are dependent on individual tax rates. No part of this document constitutes tax, financial, or legal advice.

Easy to Amend
take care® by WageWorks makes it quick and easy for your company to adopt the 
new carryover option and offer it to your employees. All you need to do is sign 
and return the take care by WageWorks FSA Carryover Plan Amendment and 
communicate the option’s availability to your employees. take care by WageWorks 
handles the rest. The amendment is available at wageworks.com/useitorloseit.

Easy to Implement
take care by WageWorks makes implementing the carryover option a snap. We’ve 
accounted for all the nuances of the “Use It or Lose It” rule change by developing 
automated processes to facilitate the carryover option in take care by WageWorks 
Healthcare FSAs and take care by WageWorks Limited Purpose FSAs. These 
processes include:

• Correcting the coverage end date when the grace period is removed from  
the program

• Creating a record when the employee is eligible for carryover and has no 
election in the next plan year

• Undoing a record created for carryover when an employee’s situation changes 
to makes him/her ineligible for the carryover option, e.g., no available balance 
or retroactive employment termination date

• Creating a carryover transfer adjustment on the carryover transfer date

• Adjusting the carryover transfer after the initial carryover transfer date, if the 
available balance in a previous plan year changes and needs to be corrected

• Adjusting the availability of the carryover card wallet 

Sign the Healthcare FSA Carryover Plan Amendment Now

Learn More
Talk to an expert.  
Your take care team can 
provide you with more 
information.

Or visit  
takecarewageworks.com.

About WageWorks
WageWorks (NYSE: WAGE) 
is a leading provider of 
Consumer-Directed Benefits 
(CDBs) in the United States. 
WageWorks administers 
and operates a broad array 
of CDBs, including pre-tax 
spending accounts, such as 
healthcare and dependent 
care Flexible Spending 
Accounts (FSAs), as well as 
Commuter Benefit Services, 
including transit and 
parking programs, Health 
Savings Accounts (HSAs), 
Health Reimbursement 
Arrangements (HRAs), and 
other employee benefits.

Go to wageworks.com/useitorloseit
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