Ef fective January 1, 2005, The Working Famlies Tax Relief
Act (WFTRA) changed the definition of dependent in Section
152 of the Internal Revenue Code.

Previously, an individual was a dependent of the taxpayer if
t he taxpayer provi ded over one-half of the individual’s
support and the individual satisfied either a relationship
or residence test.

The new | aw di vi des dependents into two categories, i.e. a
qualifying child or a qualifying relative. There are four
requirenments for a qualifying child: relationship,

resi dency, age and limted self-support. There are also
requirenents for a qualifying relative: relationship or
resi dence, inconme and support.

The change i npacts enpl oyee benefit plans including flexible
spendi ng account plans. Since there is now an incone

requi renent, enployees who submtted expenses for the care
of an elderly parent under a dependent care assistance plan
in 2004 may not be able

to do so in 2005. Since there is now an age requirenent,
enpl oyees who participated in health plans that covered
full-time students to age 25 in 2004, may have incone
inmputed to themin 2005.

Enpl oyers shoul d revi ew dependent eligibility provisions of
heal th and dependent care plans to nmake sure that the

provi sions cover dependents that are intended to be covered.
| f anmendnents are nmade, they should be conmunicated to

enpl oyees so that they can change their el ections.



