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A JOINT RESOLUTION directing the Personnel Cabinet and the Office of State Budget Director to adopt Notice 2005-42 issued by the United States Treasury Department and the Internal Revenue Service regarding grace periods for flexible spending arrangements.

WHEREAS, on May 18, 2005, the United States Treasury Department and the Internal Revenue Service (IRS) issued Notice 2005-42, which allows employers to modify flexible spending arrangements (FSAs) to extend the deadline for reimbursement of  health and dependent care expenses up to two and a half months after the end of the plan year; and

WHEREAS, Notice 2005-42 allows employers to amend plan documents, before the end of the plan year, to permit a grace period which allows all participants to apply unused benefits or contributions remaining at the end of the plan year to qualified benefits incurred during the grace period immediately following the plan year; and

WHEREAS, previously the IRS rule required that employees "use-or-lose" FSA funds by the end of the plan year; and

WHEREAS, under the old IRS rule, any unspent funds at plan year's end would be forfeited by the employee; and

WHEREAS, Treasury Secretary John Snow declared that the new rule allowed people to be "in charge of their own care" and was in line with President George W. Bush's "priority to make it easier to access and pay for care through FSAs and to encourage consumer driven health care initiatives such as Health Savings Accounts"; and

WHEREAS, the Personnel Cabinet and the Office of State Budget Director ruled that local school districts and other agencies could not extend the deadline for reimbursement; and

WHEREAS, the Personnel Cabinet and the Office of State Budget Director refused to amend the plan documents to allow employees to have the benefit of the new IRS rule regarding grace periods for flexible spending arrangements;

NOW, THEREFORE,

Be it resolved by the General Assembly of the Commonwealth of Kentucky:

Section 1.   The Personnel Cabinet and the Office of State Budget Director are directed to reverse their decision and adopt Notice 2005-42 and amend the plan documents to extend the deadline for reimbursements under the state sponsored flexible spending arrangement.

Section 2.   The Clerk of the House of Representatives is directed to transmit copies of this Joint Resolution to the Secretary of the Personnel Cabinet and to the Office of  State Budget Director.
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