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The information in this Washington Bulletin is general in nature only and not intended to provide advise or guidance for specific 
situations. 

Circumstances in Which §125 Cafeteria Plans May1 Permit Mid-Year Election Changes  
with Respect to Selected Benefits 

 
§125 Plan Benefit 

Event Description Health Insurance 
Premium Conversion 

Plans 

Health Flexible 
Spending Arrangements 

Dependent Care Flexible 
Spending Arrangements 

Change in Status Events 
• Legal Marital 

Status 
Events that change an 
employee’s legal marital 
status, including: marriage; 
death of spouse; divorce; legal 
separation; and annulment. 

Yes, but only if change 
satisfies the consistency 
rule.2 

Yes, but only if change 
satisfies the consistency 
rule. 

Yes, but only if change 
satisfies the consistency 
rule.3 

• Number of 
Dependents 

Events that change an 
employee’s number of 
dependents, including: birth; 
death; adoption; and 
placement for adoption. 

Yes, but only if change 
satisfies the consistency 
rule. 

Yes, but only if change 
satisfies the consistency 
rule. 

Yes, but only if change 
satisfies the consistency 
rule. 

• Employment 
Status 

Events that change the 
employment status of the 
employee, the employee’s 
spouse, or the employee’s 
dependent, including:  
termination or commencement 

Yes, but only if change 
satisfies the consistency 
rule. 

Yes, but only if change 
satisfies the consistency 
rule. 

Yes, but only if change 
satisfies the consistency 
rule. 

                                                 
1 Cafeteria plans do not have to permit employees to make mid-year election changes under any circumstances.  Treas. Reg. §1.125-4(a).  This table is designed 
to provide guidance only on what the law allows.  For specific situations, the plan document should always be consulted first. 
2 The consistency rule, in the context of accident or health insurance coverage, means the election change must be on account of and correspond with a change in 
status that affects eligibility for coverage under an employer’s plan.  Treas. Reg. §1.125-4(b)(3)(i).  For additional tips on applying the consistency rule, see the 
Appendix. 
3 The regulations currently do not provide specific guidance on applying the consistency rule to dependent care FSAs.  Treas. Reg. §1.125-4(b)(3)(ii). 
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§125 Plan Benefit 

Event Description Health Insurance 
Premium Conversion 

Plans 

Health Flexible 
Spending Arrangements 

Dependent Care Flexible 
Spending Arrangements 

of employment; strike or 
lockout; commencement of or 
return from unpaid leave; and 
a change in worksite.  Also 
includes changes in an 
individual’s employment 
status that affects that 
individual’s eligibility to 
participate in the plan. 

• Dependent 
Satisfies/Ceases          
to Satisfy 
Eligibility 
Requirements 

Attainment of a particular age, 
student status, etc. 

Yes, but only if change 
satisfies the consistency 
rule. 

Yes, but only if change 
satisfies the consistency 
rule. 

Yes, but only if change 
satisfies the consistency 
rule. 

• Change in 
Residence 

Change in the place of 
residence of the employee, 
spouse, or dependent. 

Yes, but only if change 
satisfies the consistency 
rule. 

Yes, but only if change 
satisfies the consistency 
rule. 

Yes, but only if change 
satisfies the consistency 
rule. 

Significant Cost or Coverage Changes 
• Cost Changes  

o Automatic 
Changes 

Cost of benefit increases (or 
decreases) during period of 
coverage and plan terms 
require employees to make 
corresponding change in their 
payments. 

Yes.  The plan may, on a 
reasonable and consistent 
basis, automatically make 
a prospective increase (or 
decrease) in affected 
employees’ elective 
contributions for the plan. 

No. Yes.  The plan may, on a 
reasonable and consistent 
basis, automatically make 
a prospective increase (or 
decrease) in affected 
employees’ elective 
contributions to the plan.  
(However, the cost 
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§125 Plan Benefit 

Event Description Health Insurance 
Premium Conversion 

Plans 

Health Flexible 
Spending Arrangements 

Dependent Care Flexible 
Spending Arrangements 

change must be imposed 
by a dependent care 
provider who is not a 
relative of the employee.) 

o Significant 
Cost Changes 

Benefit cost significantly 
increases or decreases during 
period of coverage. 

Yes.  The plan may allow 
employees to make 
election changes that 
correspond to the 
significant cost change.  
Changes that may be 
made include 
commencing participation 
in the cafeteria plan for 
the option with a decrease 
in cost, or, in the case of 
an increase in cost, 
revoking an election for 
that coverage and, in lieu 
thereof,  either receiving 
on a prospective basis 
coverage under another 
benefit package option 
providing similar 
coverage or dropping 
coverage if no other 
benefit package option 
providing similar 

No. Yes.  The plan may allow 
employees to make 
election changes that 
correspond to the 
significant cost change.  
However, the cost change 
must be imposed by a 
dependent care provider 
who is not a relative of 
the employee. 
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§125 Plan Benefit 

Event Description Health Insurance 
Premium Conversion 

Plans 

Health Flexible 
Spending Arrangements 

Dependent Care Flexible 
Spending Arrangements 

coverage is available. 
 

• Coverage 
Changes 

 

o Significant 
Curtailment 
w/o Loss of 
Coverage 

Employee’s (or employee’s 
spouse’s or dependent’s) 
overall coverage is 
significantly curtailed, but not 
lost.  For example, there is a 
significant increase in the 
deductible, the copay, or the 
out-of-pocket cost sharing 
limit under an accident or 
health plan.  However, the loss 
of one particular physician in a 
network generally does not 
constitute a significant 
curtailment. 

Yes.  The plan may allow 
any participant receiving 
that coverage to revoke 
the election for that 
coverage and 
prospectively elect 
another benefit package 
option providing similar 
coverage. 

No. Yes. 

o Significant 
Curtailment w/ 
Loss of 
Coverage 

Employee (or employee’s 
spouse or dependent) 
experiences a significant 
curtailment that is a complete 
loss of coverage.  For 
example, an HMO ceases to be 
available in an area where the 
individual resides, or the 
individual loses all coverage 
by reason of an overall 

Yes.  The plan may allow 
any participant receiving 
that coverage to revoke 
the election for that 
coverage and 
prospectively elect 
another benefit package 
option providing similar 
coverage or drop 
coverage if no similar 

No. Yes. 
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§125 Plan Benefit 

Event Description Health Insurance 
Premium Conversion 

Plans 

Health Flexible 
Spending Arrangements 

Dependent Care Flexible 
Spending Arrangements 

by reason of an overall 
lifetime or annual limitation.  
Other examples may include a 
substantial decrease in medical 
care providers available under 
the option, and a reduction in 
benefits for a specific type of 
medical condition or treatment 
with respect to which the 
employee or the employee’s 
spouse or dependent is 
currently in a course of 
treatment. 

coverage if no similar 
benefit package option is 
available. 

o Addition or 
Improvement 
of Benefit 
Package Option 

Plan adds a new benefit 
package option or other 
coverage option, or coverage 
under an existing benefit 
package option or other 
coverage option is 
significantly improved during 
a period of coverage. 

Yes.  The plan may 
permit eligible employees 
(whether or not they have 
previously made an 
election under the 
cafeteria plan or have 
previously elected the 
benefit package option) to 
revoke their election and 
prospectively elect 
coverage under the new 
or improved benefit 
package option. 

No. Yes.  For example, a 
prospective election 
change may be allowed if 
a new dependent care 
service provider (even if 
the new provider is 
related to the employee) 
becomes available to the 
employee. 

o Change in Change made under another Yes, if the change is on No. Yes, if the change is on 
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§125 Plan Benefit 

Event Description Health Insurance 
Premium Conversion 

Plans 

Health Flexible 
Spending Arrangements 

Dependent Care Flexible 
Spending Arrangements 

Coverage 
Under Another 
Employer Plan 

employer plan (including a 
plan of the same employer or 
of another employer), unless 
the other plan is a health FSA. 

account of and 
corresponds with the 
change made under the 
other plan, and – 
 
(1) The other cafeteria 

plan or qualified 
benefits plan permits 
participants to make 
mid-year election 
changes; or 

(2) The cafeteria plan 
permits participants to 
make an election for a 
period of coverage 
that is different from 
the period of coverage 
under the other 
cafeteria plan or 
qualified benefits 
plan. 

account of and 
corresponds with the 
change made under the 
other plan, and – 
 
(1) The other cafeteria 

plan or qualified 
benefits plan permits 
participants to make 
mid-year election 
changes; or 

(2) The cafeteria plan 
permits participants to 
make an election for a 
period of coverage 
that is different from 
the period of coverage 
under the other 
cafeteria plan or 
qualified benefits 
plan. 

Others 
• HIPAA Special 

Enrollment 
Rights 

Employee or dependent 
accrues HIPAA special 
enrollment rights with respect 
to employer’s group health 
plan. 

Yes.  Plan may allow 
participants to revoke an 
election for group health 
plan coverage and make 
new election that 

Yes.  However, most 
health FSA’s are not 
subject to HIPAA special 
enrollment rights. 

N/A 
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§125 Plan Benefit 

Event Description Health Insurance 
Premium Conversion 

Plans 

Health Flexible 
Spending Arrangements 

Dependent Care Flexible 
Spending Arrangements 

corresponds with HIPAA 
special enrollment rights. 

• Entitlement to 
Medicare or 
Medicaid 

q Employee, spouse, or 
dependent that is enrolled 
in employer’s accident or 
health plan enrolls in 
Medicare or Medicaid. 

 
 
q Employee, spouse, or 

dependent that has been 
enrolled in Medicare or 
Medicaid loses eligibility 
for such coverage. 

q Yes.  Plan may permit 
the employee to 
prospectively elect to 
cancel or reduce 
coverage with respect 
to the employee, 
spouse, or dependent. 

q Yes.  Plan may permit 
employee to 
prospectively elect to 
commence or increase 
coverage under the 
accident or health 
plan with respect to 
the employee, spouse, 
or dependent. 

q Yes.  Plan may permit 
the employee to 
prospectively elect to 
cancel or reduce 
coverage with respect 
to the employee, 
spouse, or dependent. 

q Yes.  Plan may permit 
employee to 
prospectively elect to 
commence or increase 
coverage under the 
health FSA with 
respect to the 
employee, spouse, or 
dependent. 

N/A 

• Loss of Coverage 
Under Other 
Government or 
Educational 
Institution Group 
Health Coverage 

Employee, spouse, or 
dependent loses coverage 
under any group health 
coverage sponsored by a 
governmental or educational 
institution, including – 
 
Ø A state’s children’s health 

insurance program 

Yes.  Plan may permit an 
employee to 
prospectively elect to add 
coverage for the 
employee, spouse, or 
dependent if any lose 
coverage under a group 
health plan sponsored by 
a government or 

No. N/A 
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§125 Plan Benefit 

Event Description Health Insurance 
Premium Conversion 

Plans 

Health Flexible 
Spending Arrangements 

Dependent Care Flexible 
Spending Arrangements 

(SCHIP); 
Ø A medical care program of 

an Indian Tribal 
government; 

Ø A state health benefits risk 
pool; or 

Ø A foreign government 
group health plan. 

educational institution. 

• Judgment, decree, 
or order 
(QMCSO) 

Employee is ordered, pursuant 
to a divorce, legal separation, 
etc.,  to provide accident or 
health coverage to a dependent 
child. 

Yes.  Plan may change 
employee’s election to 
provide coverage for the 
child if order requires 
coverage.  (Likewise, a 
plan also may permit an 
employee to cancel 
coverage for a child if the 
order requires someone 
else to provide coverage 
and that coverage is 
actually provided.) 

Yes. N/A 

 




