SECTION 125 - COMMON EMPLOYEE QUESTIONS
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THE FLEX BENEFIT PLAN

: What is a Flex Benefit Plan?

A Flex Benefit Plan is a type of Section 125 plan that allows employees to pay for certain expenses
with pre-tax dollars. There are four categories of expenses that qualify under Section 125 that can
be utilized by employees to reduce their taxable income. Those categories are: group insurance
premiums, out-of-pocket medical expense reimbursement, dependent day care expense
reimbursement and private insurance expense reimbursement.

: When am | eligible to join the Flex Benefit Plan?

You become eligible to make an election under the Flex Benefit Plan in accordance with the
eligibility requirements set by your employer. Please refer to your Summary Plan Description or
Plan Document for your eligibility rights.

: What happens if | don't make my decision to participate in the Flex Benefit Plan during this

open-enroliment period?

A: You must wait to participate in the Plan until the beginning of the next plan year. However, if you
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experience a major change in status before the current plan year ends, you may have an
opportunity to make an election change for the remainder of that plan year.

: Under what circumstances can | change my election once the plan year has begun?

You can only change your election during the plan year if you have a major change in status. A
major change in status includes such events as: marriage, divorce, death of a spouse or child, birth
or adoption of a child, termination or commencement of employment by you or your spouse, a
change in employment hours from part-time to full-time or from full-time to part-time status by a plan
participant or spouse, accessing an unpaid leave of absence by a plan participant or spouse, taking
a paid or unpaid leave of absence as qualified under the Family and Medical Leave Act (FMLA), or
a significant change in the health insurance coverage of a plan participant or spouse directly
attributed to the spouse's employment (refer to your Summary Plan Description for a current list of
allowable status change events).

Will the Flex Benefit program affect any of my other group benefits?

In most cases your Flex Benefit election will never affect any other benefits offered by your
employer. Under rare circumstances, your Flex Benefit election may affect your 401(k) and/or profit
sharing plan(s). Please refer to your 401(k) and/or profit sharing plans for clarification.

Does this pre-tax feature apply to dependent day care, out-of-pocket medical and private
insurance expenses?

Yes, it does. The dependent day care, out-of-pocket medical and private insurance reimbursement
accounts are designed to allow participants to redirect money on a pre-tax basis to help pay
dependent day care, out-of-pocket medical and private insurance expenses which are not covered
or not reimbursed by any other Plan.

GROUP INSURANCE PREMIUMS

: Can | pay my employer-sponsored insurance premiums through the Flex Benefit Plan?

Yes. This is probably the simplest use of the Plan. Instead of having your employer deduct your
premium contribution from your paycheck after taxes, you can have your employer pay your
premium contribution before taxes are calculated. You DO NOT need to submit a reimbursement




claim for your insurance premiums. Your premium cost-share is automatically deducted from your
paycheck, before tax, and then mailed to your group insurance carrier.

: Is the employer reducing a participant’s wages when the participant uses tax-free dollars to

pay his/her portion of their group insurance premiums?

A: No. Actual wages are not reduced. Only the amount of the participant's pay that is reported for

income tax purposes is reduced, thereby decreasing his/her tax liability and saving the participant
money.

: Why is it beneficial to participate in the group insurance premium portion of my Flex Benefit

Plan?

A: When you participate in the group insurance premium portion of the Flex Benefit Plan, your group
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insurance premiums will be deducted from your gross paycheck before Social Security, federal and
in most cases state and local taxes are calculated, thereby eliminating the requirement to pay taxes
on those insurance premium dollars. If you choose not to participate in the group insurance
premium portion of the Flex Benefit Plan, your premium contributions will be deducted from your
paycheck after Social Security, federal and state income taxes are deducted.

OUT-OF-POCKET MEDICAL EXPENSES

: For what types of medical expenses can | be reimbursed?

You can receive reimbursement for any medical, dental and vision care expenses for you, your
spouse or for any dependent family member that qualifies under Section 213d and Section 105 of
the Internal Revenue Code. For example, expenses applied toward your yearly deductibles, plan
co-payments, hearing aids, eyeglasses, contact lenses and other items that are not covered under
your health and dental plan(s) all qualify under the Flex Benefit Plan. Note: Please refer to your
employee benefit plan to determine eligible expenses. Also, if you are reimbursed from an
insurance plan for any of the expenses, you cannot be reimbursed under this Flan for the same
expense. If your insurance pays for a portion of the expense, you can file a claim for the unpaid
balance through the Flex Benefit Plan.

: Can the Flex Benefit Plan reimburse my doctor or dentist directly?

Unless your Flex Benefit Plan offers the Flex Convenience debit card, reimbursements will always
be made to you. When you receive your Flex Benefit Plan reimbursement, you have the option of
paying your provider or reimbursing yourself with your tax-free Flex Benefit.

DEPENDENT DAY CARE EXPENSES

Is there a limit to what | can claim for dependent day care expenses?

Yes. The IRS has established the dependent day care reimbursement account limit at $5,000 each
calendar year. In addition, if you claim reimbursement through the dependent day care
reimbursement account, you cannot claim the same expenses on your tax return.

: For what type of dependent day care expenses can | be reimbursed?

The expenses must be for a qualified dependent. A qualified dependent is a child under age 13, or
any other person who resides in your household who is mentally or physically unable to care for
himself/herself. The dependent day care expenses must be for care to enable you and your spouse
to be gainfully employed. You cannot claim reimbursement for babysitting expenses while you go to
a movie, to a restaurant for dinner, efc.
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| have one child, and both my husband and | work full-time. How do | know if the dependent
day care reimbursement account is a good idea for me?

In most circumstances the tax advantages are greater for you through the Flex Benefit Plan than
the IRS 2441 Child and Dependent Care Tax Credit. Please consult your tax advisor or financial
planner for additional advice on your personal tax situation.

My wife is a full-time student who doesn't work. |s there any way we could use the
dependent day care reimbursement account?

Yes. Because your wife is a full-time student, you can participate in the Flex Benefit Plan. However,
you are limited to redirecting $200 each month ($2,400 each year) for one child and $400 each
month ($4,800 each year) for two children. In this case the dollar limits follow the IRS tax credit
guidelines rather than the IRS Flex Benefit guidelines of the $5,000 maximum.

: | am married, but my spouse and | file separate income tax returns. Can we reduce our

salaries up to $10,000 for our childcare expenses?

A: No. The maximum aggregate amount you can reduce your salary by is $5,000. If you file separate

returns, the maximum each of you can reduce is $2,500.

: I spend $20 each week driving my son between home and the day care center. Can | submit

mileage to the dependent day care account?

A: No. Transportation expenses for day care needs are not eligible expenses. There are provisions for

submitting transportation expenses through the out-of-pocket medical expense category for travel
to and from a medical facility, but no transportation expenses are allowed through the dependent
day care category for travel to and from a day care facility.

: My daughter is in kindergarten. Since the school "takes care of her" during the day while

I'm at work, can | be reimbursed for that cost?
Mo. Any cost related to sending your child to kindergarten is not an eligible day care expense. Any
before or after school day care program would be eligible.

: | am sending my child to summer camp during the day. During this time, | will not have to

pay for day care, but | will have to pay for the camp. |s this an eligible expense?

A: Yes, as long as the cost of the camp is a "reasonable comparison” to the alternative day care cost
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and your child is under age 13. Remember only the expenses for eight (8) hours a day while you
and your spouse are gainfully employed qualify.

Must | provide any information about my day care provider when | submit a claim for
reimbursement?

Yes. Unless the provider of your dependent day care service is tax-exempt, this provider must
supply it's taxpayer ID number to anyone planning to take a tax credit on his/her federal income tax
return, or an exclusion from his/her gross pay through the Flex Benefit Plan. If the provider is an
individual, he/she must supply his/her social security number. Any of the following forms of
receipts are allowable for dependent day care reimbursement through the Flex Benefit Plan: the
day care provider's signature, day care center receipts, or a handwritten receipt from your day care
provider.

CONTRIBUTIONS

When would my salary reduction begin?
Your first deduction would be the first pay period in the first month of the plan year. Your last
deduction will be on the last pay period of the plan year. For example, your gross pay will be
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reduced each pay period by whatever dollar amount you have chosen from the beginning of your
plan year until the end of your plan year. Your election will not take effect prior to your meeting the
eligibility requirements of your plan.

: How will the salary reduction be reflected on my paycheck?

Your paycheck stub will show the amount you are having deducted for each Flex Benefit category
in which you are participating. For example, if you are having $10 deducted each paycheck for out-
of-pocket medical expenses, your paycheck stub may show FLEX MED $10.

: What happens to the money after it is redirected from my paycheck?

The amount that you select to be redirected from your gross pay is set aside in the appropriate
account every pay period waiting for you to submit a claim for the reimbursement of your expenses.

: How does a reimbursement category work?

When you incur any dependent day care, out-of-pocket medical or private insurance expenses that
are not covered or reimbursed by any other source, those expenses can be submitted and
reimbursed from your Flex Benefit Plan on a tax-free basis up to your plan year election.

: If | choose salary reduction, how often is the money deducted from my paycheck?

A specific amount will be deducted from each paycheck based on the amount you have elected for
each category. The money will be used to reimburse you on a pre-tax basis for the expenses you
incur throughout the plan year.

: Can | put cash into a reimbursement account?

No. Because you have already paid taxes on any cash, there would be no point to direct cash into
a Flex Benefit Plan reimbursement account. The object of the Plan is to save you tax dollars on
your anticipated expenses.

: Do | decide how to use the money going into my account?

Yes. When you enroll and choose your salary reduction amount, you decide how much goes into
each category and what expenses that category will cover. However, just because you've
earmarked the money one way doesn't mean you can't pay for another expense with the money as
long as the expense qualifies and is within the same reimbursement cateqgory. There are three
reimbursement categories or accounts to consider: dependent day care, out-of-pocket medical and
private insurance expense reimbursement. It is important to consider these allocations carefully
because money cannot be transferred from one category to the other. For example, money set
aside for dependent day care cannot be used to reimburse you for medical expenses. Likewise,
medical expense money cannot be used for dependent day care or private insurance expenses.
The Employer-provided group insurance premiums category is also a pre-tax category. However,
your cost share for your employer-provided insurance premium(s) cannot be reimbursed to you. ltis
deducted from your paycheck on a pre-tax basis and then paid directly to your insurance carrier or
to your self-funded benefit plan.

: Can | claim expenses that were incurred prior to joining the Flex Benefit Plan?

Mo. Your expenses must be incurred during the Flex Benefit Plan year to be reimbursed with pre-
tax dollars.

: When | participate in a Flex Benefit Plan, | will not have to pay federal, Social Security, and in

most cases state and local taxes on the money that is redirected for my expenses. When |
retire and accept Social Security payments, will | notice a deduction in my Social Security
benefit?



=0

=0

=0

2R

=0

In most cases you will not notice a reduction in your Social Security retirement benefits. You may
notice a reduction if you are within five years of retirement and have redirected over $2,000 each
year for each of those five years. Please contact the Social Security Administration office for further
details on your particular situation.

PLAN CAREFULLY

Why did the IRS implement the "Use it or Lose it" provision?

Simply stated, Flex Benefit Plans were being misused. To avoid any further abuse of accounts, the
IRS states that once you set aside money for a reimbursement account, you must use the dollars to
pay for benefits during that plan year. If any money is left in any account(s) at the end of the plan
year, it must, by law, be forfeited by you and returned to your employer as taxable income.

How can | be sure | get the most benefit out of the Flex Benefit Plan?

It is better to plan conservatively and only set aside money for expenses that you can be confident
will be incurred. For example, you may know that it is time for an eye exam and new eyeglasses or
that your child will need orthodontia. Similarly, dependent day care expenses are relatively easy to
estimate since they are usually a set amount each week. Be sure to take into account any vacation
or holiday time when day care may not be required.

How often can | change the dollar amount directed into my account?

Before the start of each plan year, you will have an opportunity to review your expenses for yourself
and your family. Once the plan year starts, you cannot change the election amount or stop your
participation until the start of the next plan year. Prior to the start of every new plan year, you will be
given the opportunity to make an election for the next plan year. The only exception to this above-
mentioned IRS rule is in the case of a major change in status. If you have a major change in status,
the IRS states that you can change your election if you wish within a reasonable amount of time of
the occurring change (event).

CLAIMS

What do | need to file my claims?

All claims submitted must have the necessary documentation. Any expenses that are eligible for
reimbursement or payment under any other insurance plan must first be submitted to that plan.
Therefore, an Explanation of Benefits (EOB) form must accompany a claim for reimbursement of
those expenses from the insurance carrier. If you have an EOB, it is not necessary to send any
other receipts or bills showing what expenses are being claimed. For those expenses not covered
under any other plan, forward a claim along with copies of bills or receipts for the expenses
incurred. You must show the date of service on all claims submitted. On occasion, a letter from a
doctor recommending the purchase of a medically necessary item, piece of equipment, or a specific
treatment may be required. Remember, to qualify, an expense only needs to have been
performed/incurred, but not already paid for by you.

What information do | include when filing a claim for dependent day care expenses?

You MUST provide the name of the provider, provider's address, the provider's tax |D number or
Social Security number and dates of service along with one of the following: provider signature,
handwritten receipt from your provider, or day care center receipt.

Do | have to pay for the expense (day care, medical or private insurance) before | can be
reimbursed for that expense?

Mo. To be able to submit for reimbursement, the service does have to be incurred, but it does nol
have to be paid for. You must obtain a bill from your service provider (doctor, dentist, etc.) listing the
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date(s) of service, the provider's name, and the services that were rendered to submit your claim for
reimbursement.

: Can you return my documentation?
Mo. Please forward copies of your bills or receipts and keep the originals. We cannot return any
documentation.
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How often should claims be submitted?

You may submit your claims whenever you wish. You may submit claims daily, weekly, monthly,
quarterly or hold them all for submission at one time; it is completely up to you. In all situations, your
employer will provide an additional period of time after the end of the plan year to submit your
claims. This time period is called the "run-out" period and varies by company, so please consult
your Summary Plan Description or Plan Document to determine your specific run-out time period.

Remember, all services must be performed/incurred before your plan year ends, and all claims
must be submitted before the end of your run-out period.
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How often will my claims be processed?

Your claims processing schedule is determined by your employer. Your processing date(s) are
determined prior to the plan year start. To guarantee check reimbursement according to your
processing schedule, ProcessWorks, Inc. must receive all paper claims two business days prior to
your processing date(s). All eClaims must be submitted by 11:00 a.m. CST to be approved for
reimbursement that same day. The actual reimbursement will be issued according to your
processing schedule. If a claim is received after the designated time, it will be processed on the
next available processing schedule.
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