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Flex Debit Cards

IRS rules have simplifi ed the use of Flex Debit Cards.  These rules now require 
drug stores and supermarkets to identify FSA-eligible items at checkout and re-
quire the drug store or super market to only use the card for FSA eligible items. 
This means that you can use your Card at participating stores that offer this fea-
ture for the total FSA-eligible amount and NO receipts are needed to verify the 
eligibility of the purchase!   And of course, you can continue to use your Card at 
pharmacies and other health care providers.

Please visit http://www.sig-is.org/en/index.asp and click on SIGIS Merchant 
List for the latest list of participating merchants.

Here’s an example:
You have been purchasing prescriptions at a pharmacy in a local supermarket us-
ing your Card during 2007. On January 5, 2008, you go to the store to pick up a 
prescription. If the store has not made the change required by the IRS to identify 
FSA-eligible items, your Card may be declined at the point of purchase. In this 
case, you can transfer your prescriptions to a pharmacy in a participating discount 
store or supermarket, or to a freestanding pharmacy, or simply continue to turn in 
your paper receipts for reimbursement as you have previously.

Important point to remember:
If you use your Card on or after January 1, 2008 in a discount store or supermar-
ket that is not participating — even if you purchased FSA-eligible items in the 
store prior to January 1, 2008, your Card may decline.

Here’s how your Flex Card works at participating stores:

1. Bring prescriptions and vision products, OTCs and other purchases to the reg-
ister at checkout to let the clerk ring them up.

2. Present your Card and swipe it for payment.

3. If the Card swipe transaction is approved (e.g., there are suffi cient funds in 
the account and at least some of the purchases are FSA eligible), the amount of 
the FSA-eligible purchases is deducted from the account balance and no receipt 
follow up is required. The clerk will then ask for another form of payment for the 
non-FSA-eligible items.

4. If the Card swipe transaction is declined, the clerk will ask for another form of 
payment for the total amount of the purchase.

5. The receipt will identify the FSA-eligible items and may also show a subtotal of 
the FSA-eligible purchases.
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How does the FSA Debit Card work?
Shortly after the start of the plan year you will receive your FSA Debit Card to 
use for your eligible medical expenses. If you are a current participant, your card 
will refl ect the new plan year contribution amount on the new effective date of the 
plan. As you incur expenses, use your FSA Debit Card to have the funds taken di-
rectly out of your account so you don’t have to pay with cash out of your pocket.

Where can I use my FSA Debit Card?
Your FSA Debit Card will only be accepted at authorized vendors that have the 
appropriate merchant codes, such as medical clinics, hospitals, dental offi ces, vi-
sion care centers and pharmacies.

If I use my FSA Debit Card, is verifi cation of claims still required?
Per IRS requirements, verifi cation of claims is required for all debit card transac-
tions.  A large portion of debit card transaction can be verifi ed using one of the 
IRS’ approved electronic methods: however, not all transactions can be verifi ed 
electronically. For any expense that cannot be verifi ed electronically, you must 
provide supporting documentation upon request in the form of an itemized bill or 
receipt to Gilsbar. Verifi cation should include the patient name, date of service, 
description of services rendered, cost and patient liability. If Gilsbar does not re-
ceive verifi cation within 30 days of the date requested you will be asked to return 
the un-verifi ed amounts to your employer, or they may be counted as taxable 
income to you.

Are there special rules that are related to prescriptions, over-the-counter 
(OTC) products, and vision expenses incurred at retail merchants?
Starting on January 1, 2008, new special IRS rules allow you to use your FSA 
debit card in participating discount stores and supermarkets that can identify 
FSA-eligible items at checkout. This means that you can use your card at par-
ticipating stores for the total FSA-eligible amount and NO receipts are needed to 
verify the eligibility of the purchase! Important point to remember: If you use your 
card on or after January 1, 2008 in a discount store or supermarket that is not 
participating in the IRA program, even if you purchased FSA-eligible items there 
before, your card may decline.

Can I use my FSA Debit Card for eligible Dependent Care expenses?
No. Your FSA Debit Card may not be used to pay for eligible Dependent Care 
expenses. Your card will only be accepted at authorized vendors that have the 
appropriate merchant codes, such as medical clinics, hospitals, dental offi ces, 
vision care centers and pharmacies.

What happens if the FSA Debit Card is used for an ineligible expense?
Gilsbar will review all charges and determine if the card was used for an ineligible 
expense, according to IRS guidelines. If it was, we will notify you for repayment of 
the invalid amount. Failure to repay within 30 days of the request can result in the 
loss of your debit card privileges.

What should I do to pay for an expense that is more than my account bal-
ance?
You should tell the merchant to swipe your card for the amount equal to what is 
left in your account, then use another payment method to pay the remaining bal-
ance.
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FSA Substantiation
Documenting & Submitting Proof of FSA Eligible Purchases

FREQUENTLY ASKED QUESTIONS:
Previously, I never received notices asking for debit card receipts. Why am I 
now getting these notices?
The IRS changed the rules regarding how debit cards need to operate for an FSA. 
These rules took effect on January 1, 2008, so the process Gilsbar has to follow 
has changed and hence, you have seen a change. According to the new rules, 
there are fi ve basic requirements that must be met for you to use a debit card for 
your FSA. These requirements are:

• Participants must provide certifi cation each year that they will only use the debit 
card for FSA eligible items. This is done during the enrollment process.
• The participant must retain all receipts for all transactions.
• 100% of debit card transaction must be reviewed by a third party to ensure that 
the items purchased are FSA eligible.
• Sampling or employee “self-certifi cation” is not allowed for an FSA.
• Debit cards can only be used at locations that are medical service providers or 
provide point of purchase review.  

Fortunately, in the new rules, the IRS defi nes several electronic substantiation 
methods that we can follow to help with the adjudication process. These methods 
are:

• Co-pay Match – If a transaction equals a co-pay amount or multiples of co-pay 
amounts under the health plan, no additional information is needed to support a 
card transaction.
• Recurring Expense – For transactions that were previously substantiated, recur-
ring expenses will also be considered substantiated provided they are incurred 
with the same provider at the same location for exactly the same amount.
• Real-Time or Merchant Substantiation – If a transaction can be matched against 
real-time data at the point of purchase identifying it as a medical expense, no ad-
ditional substantiation is needed.

All in all, with the new rules, about 72% of all debit card transactions fi t one of the 
electronic substantiation categories listed above. Meaning, Gilsbar is asking for
detail on about 28% of all debit cards transactions.

Why does the IRS have these rules? Isn’t it my money?
Yes, the money that you put into an FSA is your money; however, in order to re-
ceive this money WITHOUT paying taxes you must follow the rules that the IRS 
has provided for the receipt of an FSA pre-tax reimbursement. At the present time, 
these rules require all administrators to verify that the money in the FSA is being 
used for medical care purposes.

What should I do if I receive substantiation letters?
You should sign and return these notices to Gilsbar when you submit your receipts, 
and keep a copy of these letters for your records. Remember, you can mail or fax 
your receipts and forms to Gilsbar:
Mail: Employee Reimbursement Center /P.O. Box 26046 / Tampa, FL 33623 / 
Fax: 1-866-635-1329
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What are acceptable forms of substantiation?
Acceptable forms of substantiation include: Explanation of Benefi ts (EOBs) and 
register and/or provider receipts showing the date, item bought and dollar amount 
charged. Credit card receipts are not acceptable forms because they do not pro-
vide the specifi c item purchased; therefore, Gilsbar cannot determine if the ex-
pense was an FSA eligible item.  

Is it a requirement that providers, pharmacies, hospitals, etc. provide a re-
ceipt with service?
No, it is not a requirement that they provide a receipt, but we suggest you always 
ask for and collect a receipt from medical providers and facilities. If you are ever
audited by the IRS, they will require these receipts for validation of purchases.

In addition to sending my receipts to Gilsbar, should I also keep copies of 
my receipts?
Because FSAs are federally regulated accounts, we do encourage you to practice 
good record-keeping habits. Just like you track other items for tax purposes each
year, consider your FSA documentation just as important. It is our recommenda-
tion that you keep these receipts for your personal records in addition to sending 
to Gilsbar.

Here are a few organization and record-keeping suggestions:

•  Designate a folder to keep copies of only your FSA eligible receipts.
•  In this same folder, keep copies of any information you receive from your em-
ployer or Gilsbar regarding FSAs. This includes marketing pieces, letters, or no-
tices you may receive.
•  Register on myGilsbar.com and start utilizing the Reimbursement Account Cen-
ter to stay informed and up-to-date on your account. The reimbursement account 
center allows you to access the following:

 •  Available balance
 •  Submitted claims
 •  Pending claims
 •  Payments received
 •  Lists of eligible expenses
 •  Downloadable forms
 •  And much more!

I thought purchases at certain vendors were automatically substantiated and con-
sidered approved purchases?

Effective January 1, 2009, no additional substantiation will be required for debit 
card transactions that are approved at the point of sale by merchants (specifi cally
pharmacies) who have adopted the Inventory Information Approval System (IIAS). 
The IIAS system compares the SKU on the item being purchased to a list of FSA 
eligible items sold at the store. When a FSA debit card is used, the pharmacy will 
only allow the card to pay for the FSA eligible items and any non-FSA eligible items 
will need to be paid for using an alternative method of payment. After January 1, 
2009, if merchants have not adopted this system, FSA debit cards might not work 
at their places of business. Until then, providing copies of receipts, even pharmacy 
purchases, is still required.


