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IMPORTANT NOTE...

THIS INFORMATION IS DESIGNED TO PROVIDE YOU WITH AN OVERVIEW OF THE
BENEFITS AND FEATURES OF THE SECTION 125 PLAN; THE SECTION 125 PLAN
DOCUMENT PROVIDES DETAILED INFORMATION ABOUT THE PLAN. THE
EXAMPLE OF TAX SAVINGS PROVIDED IN THIS HANDOUT IS BASED ON OUR
UNDERSTANDING OF THE TAX LAWS. THE PLAN ADMINISTRATOR AND YOUR
EMPLOYER DO NOT PROVIDE TAX ADVICE. PLEASE CONSULT YOUR TAX
ADVISOR REGARDING YOUR OWN PERSONAL SITUATION.

‘S Envoy Plain
A9\ Services



FREQUENTLY ASKED QUESTIONS

Q. WHAT IS A SECTION 125 PLAN?

Q.

Q.

A. IT IS AN EMPLOYER-SPONSORED BENEFIT PLAN, WHICH ALLOWS AN
EMPLOYEE TO PAY FOR CERTAIN UNREIMBURSED MEDICAL EXPENSES AND
DEPENDENT/CHILD CARE EXPENSES ON A PRE-TAX BASIS, UP TO STATED
MAXIMUM LIMITS. EMPLOYEES MAY SELECT FROM A LIST OF AVAILABLE
COVERED BENEFITS, TO PAY THOSE BENEFITS NEEDED BY THE EMPLOYEE.

WHAT DOES THIS NEW BENEFIT PROGRAM MEAN TO ME?

A. THIS SECTION 125 PLAN (“PLAN”) MEANS THAT CURRENT AFTER-TAX
EXPENDITURES FOR ITEMS SUCH AS DEPENDENT/CHILD CARE COSTS, MOST
MEDICAL EXPENSES NOT COVERED BY INSURANCE, AND DISABILITY INCOME
AND MEDICAL INSURANCE PREMIUMS, CAN NOW BE PAID FOR WITH PRE-
TAX DOLLARS. THE BOTTOM LINE IS THAT YOU MAY HAVE MORE DOLLARS
AVAILABLE AS INCREASED TAKE-HOME PAY, OR AVAILABLE TO PURCHASE
OTHER BENEFITS YOU AND YOUR FAMILY MAY NEED.

WILL PARTICIPATING IN A SECTION 125 PLAN AFFECT MY SOCIAL SECURITY

BENEFITS?

Q.

A. YESs, IF FICA TAXES ARE NORMALLY WITHHELD FROM YOUR PAYCHECK,
THEY ARE NOT PAID ON SECTION 125 SALARY REDUCTIONS.
THEREFORE, YOUR SOCIAL SECURITY BENEFITS AT RETIREMENT MAY BE
REDUCED.

WHAT HAPPENS IF THE TAX LAWS CHANGE NEXT YEAR?

A. NO ONE CAN PREDICT WHAT FUTURE CHANGES MAY OCCUR IN TAX LAWS.
THIS SECTION 125 PLAN HAS BEEN SET UP IN ACCORDANCE WITH
CURRENT LAWS AND REGULATIONS. IF THE LAWS CHANGE, APPROPRIATE
STEPS WILL BE TAKEN TO BRING THIS PLAN INTO COMPLIANCE WITH ALL
NEW REGULATIONS.

How Do | ENROLL IN THE SECTION 125 PLAN?

A. YOUR EMPLOYER WILL FACILITATE A GROUP MEETING TO REVIEW THE
125 PLAN PROGRAM. AFTER THE GROUP MEETING PLEASE COMPLETE AN
ELECTION FORM AND TURN THE FORM INTO THE PLAN REPRESENTATIVE OR
PCOE PAYROLL NO LATER THAN 5-22-09.

MuUsT | MAKE MY ELECTION BEFORE THE BEGINNING DATE OF THE PLAN

YEAR?

A. YES, YOU MUST MAKE YOUR BENEFIT ELECTION BY SUBMITTING YOUR
SIGNED AND PROPERLY COMPLETED ELECTION FORM NO LATER THAN THE
DATE SPECIFIED IN THE OPEN ENROLLMENT PACKET EACH YEAR FOR A JULY
1ST BEGINNING DATE OF THE PLAN YEAR OR WITHIN 30 DAYS OF
EMPLOYMENT FOR NEWLY HIRED EMPLOYEES.



Q. CAN |l MAKE CHANGES IN MY ELECTION DURING THE PLAN YEAR?

A. THE ONLY TIME TAX LAW REGULATIONS PERMIT YOU TO MAKE AN ELECTION
CHANGE IS IF THERE IS A VALID CHANGE IN YOUR STATUS AFFECTING YOUR
NEED FOR A BENEFIT. SOME EXAMPLES OF A VALID STATUS CHANGE ARE: A
CHANGE IN LEGAL MARITAL STATUS; CHANGE IN NUMBER OF DEPENDENTS;
COMMENCEMENT OR TERMINATION OF EMPLOYMENT; CHANGE IN WORK
SCHEDULE; WHEN A DEPENDENT SATISFIES OR CEASES TO SATISFY
DEPENDENT ELIGIBILITY REQUIREMENTS; CHANGE IN RESIDENCE OR
WORKSITE. THESE EXAMPLES MAY NOT BE ALL-INCLUSIVE, AND MAY
INCLUDE CERTAIN REQUIREMENTS FOR QUALIFICATION.

IF YOU ELECT TO PARTICIPATE IN THE MEDICAL EXPENSE REIMBURSEMENT
ACCOUNT, ELECTION CHANGES ARE LIMITED IN MOST CASES TO CEASING
PLAN PARTICIPATION BECAUSE OF TERMINATION OF YOUR EMPLOYMENT.

Q. WHAT IS A QUALIFIED MEDICAL EXPENSE FOR REIMBURSEMENT UNDER THIS
PLAN?

A. QUALIFIED MEDICAL EXPENSES INCLUDE MOST MEDICAL EXPENSES
THAT ARE NOT REIMBURSED BY INSURANCE OR ANY OTHER SOURCE.
EXAMPLES INCLUDE DEDUCTIBLES AND CO-INSURANCE PAYMENTS; OTHER
QUALIFIED EXPENSES MAY INCLUDE ITEMS NOT COVERED BY INSURANCE
SUCH AS SOME OVER-THE-COUNTER MEDICINES, VISION CARE, DENTAL
COSTS, AND ROUTINE PHYSICALS. SEE THE LIST OF EXPENSES ELIGIBLE FOR
REIMBURSEMENT ON THE BACK OF THIS BROCHURE. QUALIFIED MEDICAL
EXPENSES MAY BE EITHER FOR YOU, OR FOR YOUR DEPENDENTS.

Q. WHO IS CONSIDERED A QUALIFIED DEPENDENT FOR REIMBURSEMENT OF

QUALIFIED MEDICAL EXPENSES?

A. YOUR DEPENDENT(S) ARE THE INDIVIDUAL THAT YOU CLAIM AS
DEPENDENT(S) ON YOUR FEDERAL INCOME TAX RETURN); THIS COULD
INCLUDE YOUR CHILDREN OR YOUR DEPENDENT SPOUSE OR ANOTHER
DEPENDENT (I.E. PARENT) WHO IS PHYSICALLY NOT ABLE TO CARE FOR
HIMSELF OR HERSELF, AND IF THEIR DEPENDENT CARE EXPENSES QUALIFY
FOR THE FEDERAL INCOME TAX CREDIT ON YOUR TAX RETURN.

Q. WHO IS CONSIDERED A QUALIFIED DEPENDENT FOR REIMBURSEMENT OF
DEPENDENT/CHILD CARE EXPENSES?
A. YOUR DEPENDENT(S) UNDER THE AGE OF 13; OR YOUR DEPENDENT SPOUSE
OR ANOTHER DEPENDENT (I.E. PARENT) WHO IS PHYSICALLY NOT ABLE TO
CARE FOR HIMSELF OR HERSELF, AND IF THEIR DEPENDENT CARE EXPENSES
QUALIFY FOR THE FEDERAL INCOME TAX CREDIT ON YOUR TAX RETURN.

Q. AM | REQUIRED TO ENROLL IN BOTH THE DEPENDENT/CHILD CARE AND
MEDICAL EXPENSE?
REIMBURSEMENT ACCOUNTS?

A. NO. YOU CAN ENROLL IN EITHER ACCOUNT, OR BOTH ACCOUNTS.

Q. How Do |l GET MONEY FROM MY REIMBURSEMENT ACCOUNTS?



A. YOU MUST SUBMIT A CLAIM FORM, WHICH WILL BE PROVIDED TO YOU, FOR
ANY EXPENSES INCURRED DURING THE PLAN YEAR. THE CLAIM FORM
MUST BE ACCOMPANIED BY PROPER THIRD PARTY DOCUMENTATION OF THE
NATURE OF THE EXPENSE, DATE THE EXPENSE WAS INCURRED, AND THE
NAME OF THE PROVIDER OF SERVICES AND/OR THE DEPENDENT/CHILD CARE
PROVIDER ACKNOWLEDGEMENT FORM. THE PLAN RECORD-KEEPER WILL
PROCESS THE CLAIM FORM AND YOU WILL BE REIMBURSED FOR YOUR
EXPENSES. THE MEDICAL EXPENSE REIMBURSEMENT CHECK WILL BE FOR
THE EXPENSES CLAIMED UP TO THE MAXIMUM BENEFIT AMOUNT YOU
ELECTED FOR THE PLAN YEAR. THE DEPENDENT/CHILD CARE EXPENSE
CHECK WILL BE FOR THE EXPENSE YOU CLAIMED UP TO THE AMOUNT YOU
HAVE IN YOUR ACCOUNT.

REIMBURSEMENT PAYMENTS MAY BE ELECTRONICALLY DEPOSITED TO YOUR
CHECKING OR SAVINGS ACCOUNT BY COMPLETING THE ADMINISTRATOR’S
AUTHORIZATION AGREEMENT FOR AUTOMATIC DEPOSITS FORM.

Q. WHAT IF MY DEPENDENT/CHILD CARE EXPENSES CLAIM FORM IS FOR
EXPENSES IN EXCESS OF THE AMOUNT IN MY ACCOUNT?
A. YOU WILL BE REIMBURSED ONLY FOR THE AMOUNT IN YOUR ACCOUNT, AND
THE UNREIMBURSED BALANCE OF THE EXPENSES WILL BE CARRIED
FORWARD TO FUTURE MONTHS, AND REIMBURSED AS YOU MAKE ADDITIONAL
DEPOSITS INTO YOUR SECTION 125 PLAN ACCOUNT DURING THE PLAN
YEAR.

Q. IS THERE A LIMIT TO THE AMOUNT | CAN CONTRIBUTE TO MY 125 PLAN?

A. YES. THE MOST THAT YOU MAY CONTRIBUTE TO YOUR MEDICAL EXPENSE
REIMBURSEMENT ACCOUNT IS $3,600 FOR THE PLAN YEAR. THE ANNUAL
LIMIT FOR THE DEPENDENT DAY CARE REIMBURSEMENT ACCOUNT IS
$5,000.

Q. CAN | SWITCH DOLLARS BETWEEN THE DEPENDENT/CHILD CARE AND
MEDICAL REIMBURSEMENT ACCOUNTS?
A. No. THE DOLLARS MUST BE USED IN EACH ACCOUNT AS SPECIFIED ON THE
ELECTION FORM.

Q. WHAT HAPPENS IF | DO NOT INCUR ENOUGH EXPENSES TO GET BACK THE
MONEY | DEPOSITED INTO MY SECTION 125 PLAN REIMBURSEMENT
ACCOUNTS?

A. ANY REMAINING DOLLARS IN YOUR ACCOUNT NOT USED FOR QUALIFIED
EXPENSES ARE FORFEITED TO YOUR EMPLOYER. THIS IS WHAT IS KNOWN AS
THE “USE IT OR LOSE IT” PROVISION OF INTERNAL REVENUE CODE SECTION
125. IT IS VERY IMPORTANT TO BE CONSERVATIVE AND ACCURATE IN
ESTIMATING YOUR EXPENSES FOR THE PLAN YEAR.

Q. CAN I TAKE THE TAX CREDIT FOR DEPENDENT/CHILD CARE OR THE MEDICAL
EXPENSE DEDUCTION ON MY INCOME TAX RETURN IF I AM IN THIS PLAN?

A. No. EXPENSES REIMBURSED UNDER THIS PLAN MAY NOT BE USED WHEN

CALCULATING YOUR MEDICAL EXPENSE DEDUCTION OR THE

DEPENDENT/CHILD CARE TAX CREDIT. BECAUSE IT IS SOMETIMES MORE



ADVANTAGEOUS TO TAKE THE DEPENDENT/CHILD CARE TAX CREDIT ON YOUR
TAX RETURN THAN TO PARTICIPATE IN THE DEPENDENT/CHILD CARE
REIMBURSEMENT ACCOUNT, YOU SHOULD DISCUSS WHICH ALTERNATIVE IS
THE BEST FOR YOU WITH YOUR TAX ADVISOR.

EXAMPLE

EMPLOYEE 125 SAVINGS

WITHOUT A WITH A
125 FLEXIBLE BENEFIT PLAN 125 FLEXIBLE BENEFIT PLAN
AVERAGE MONTHLY SALARY...uuteeteneenns $2,500 AVERAGE MONTHLY SALARY..ccovtttteeennnnnnnen
$2,500
LESS PRE-TAX PERS/STRS (7% AVG.)......... -175 PRE-TAX SALARY REDUCTIONS:
TAXABLE INCOME . iiitttieteterecesscncscnncnns $2,325 LESS PERS/STRS (7% AVG.).cttietiieiernscnnnnns -
175
LESs ESTIMATED FEDERAL INCOME TAX LESS MEDICAL EXPENSES...cccvuutieieereceennnnces -
200
WITHHOLDING (15%).cceeettieceennniieacecnannns -348 LESS CHILDCARE
EXPENSES cceeeeteetteeeesnnnneenes -400
LESS ESTIMATED FICA (7.65%).ccceeeeieneness -178 LESS INSURANCE
PREMIUM.tuuuiiiieierereeennnneenes -25
$1,799
LESS MEDICAL EXPENSES..cctttttuiiiiccccneens -200
LESS CHILDCARE EXPENSES..ccvttttterennnenenens -400 TAXABLE
INCOME . ettueeeteneaesoncaasassasnnnas $1,700
LESS INSURANCE PREMIUM..ciiiiuuuiieneiinnnnnnes -25
LESs ESTIMATED FEDERAL INCOME TAX
WITHHOLDING (15%).cccteectetieiiiicncccncnnncnns -255
ESTIMATED FICA WITHHOLDING (7.65%)......... -130
NET TAKE-HOME PAY...ciiiiiiniierennaennnns $1,174 NET TAKE-HOME
PAY.iiiiiiiiiiiiiiiiiiienennes $1,315

SPENDABLE INCOME............$1,174 SPENDABLE INCOME............. $1,315




INCREASED INCOME TO YOU...

$ 141 MONTHLY
$1,692 ANNUALLY

12% INCREASE!

SECTION 125 FLEXIBLE BENEFITS PLAN
SUMMARY OF REIMBURSEMENT ACCOUNT ARRANGEMENT

THE INFORMATION BELOW IS INTENDED TO PROVIDE YOU WITH A SUMMARY OF THE
REIMBURSEMENT ACCOUNTS PORTION OF YOUR SECTION 125 FLEXIBLE BENEFIT PLAN.
SOME OF THE ITEMS COVERED ARE:

ACCOUNT RESTRICTIONS

;

TYPES OF EXPENSES THAT MAY BE COVERED

b

DEPENDENT CARE TAX CREDIT

fl

& MAKING ELECTION CHANGES

THIS IS A SUMMARY ONLY. SHOULD YOU HAVE MORE SPECIFIC QUESTIONS, PLEASE CONTACT THE
PLAN ADMINISTRATOR TO OBTAIN ANSWERS WITH REGARD TO THE 125 PLAN OR TO REQUEST A
COPY OF THE PLAN DOCUMENT. FOR QUESTIONS RELATING TO THE AFFECTS THE 125 PLAN WILL
HAVE ON YOUR INCOME TAXES, PLEASE CONTACT YOUR TAX ADVISOR.

GENERAL INFORMATION

= YOU MAY ALLOCATE SPECIFIED AMOUNTS OF MONTHLY SALARY OR WAGES FOR THE
REIMBURSEMENT OF MEDICAL CARE EXPENSES, DEPENDENT DAY CARE EXPENSES, OR
BOTH.

s YOU MAY FILE A CLAIM FORM FOR REIMBURSEMENT OF THE ELIGIBLE MEDICAL CARE
OR DEPENDENT DAY CARE EXPENSES THAT YOU HAVE INCURRED.

= NO REIMBURSEMENTS WILL BE MADE UNTIL THE FIRST ACCOUNT DEPOSIT IS
RECEIVED FROM YOUR EMPLOYER.

& ALL CLAIM FORMS WILL BE RETAINED FOR A PERIOD OF 7 YEARS.

IMPORTANT RESTRICTIONS

z YOU MUST ELECT TO PARTICIPATE DURING THE OPEN ENROLLMENT PERIOD PRIOR TO
THE BEGINNING OF EACH PLAN YEAR OR WITHIN 30 DAYS OF EMPLOYMENT FOR
NEWLY HIRED EMPLOYEES. THERE IS NO ALLOWANCE FOR LATE ENROLLMENT.

&= THE AMOUNTS THAT YOU DESIGNATE FOR MEDICAL REIMBURSEMENT MAY NOT

SUBSEQUENTLY BE USED FOR REIMBURSEMENT OF DEPENDENT DAY CARE EXPENSES
AND VICE VERSA.



IF YOU DO NOT FILE SUFFICIENT CLAIMS FOR REIMBURSEMENT, YOU WILL LOSE THE
UNUSED AMOUNTS. THIS IS OFTEN REFERRED TO AS THE ‘“USE IT OR LOSE IT” RULE.

IF YOU ARE ENROLLED IN THE MEDICAL EXPENSE REIMBURSEMENT ACCOUNT AND
TAKE AN UNPAID LEAVE OF ABSENCE DURING THE PLAN YEAR, YOU MAY:

1. PREPAY THE CONTRIBUTIONS PRE-TAX, OR

2. CONTINUE THE CONTRIBUTIONS ON AN AFTER-TAX BASIS (PRE-TAX
CONTRIBUTIONS MAY CONTINUE WHEN YOU RETURN TO WORK), OR

3. PRORATE THE UNPAID CONTRIBUTIONS OVER THE REMAINING PAY PERIODS
WHEN YOU RETURN TO WORK.

FAILURE TO MAKE ALL ELECTED CONTRIBUTIONS WILL RESULT IN TERMINATION OF YOUR
ACCOUNT AS OF THE DATE CONTRIBUTIONS CEASED.

ELECTION CHANGES

==

DEPENDENT DAY CARE ELECTIONS ARE IRREVOCABLE FOR THE PERIOD OF COVERAGE
(THE PLAN YEAR), EXCEPT FOR A CHANGE IN STATUS WHICH AFFECTS YOUR NEED
FOR DAY CARE: A CHANGE IN YOUR LEGAL MARITAL STATUS, E.G., MARRIAGE,
DIVORCE, DEATH OF A SPOUSE, LEGAL SEPARATION AND ANNULMENT; CHANGE IN
NUMBER OF DEPENDENTS E.G., BIRTH, DEATH, ADOPTION AND PLACEMENT FOR
ADOPTION; CHANGE IN YOUR OR YOUR SPOUSE’S OR DEPENDENT’S EMPLOYMENT
AFFECTING BENEFIT ELIGIBILITY OF YOU, YOUR SPOUSE OR DEPENDENT, E.G.,
TERMINATION OR COMMENCEMENT OF EMPLOYMENT, STRIKE OR LOCKOUT, CHANGE IN
HOURS, COMMENCEMENT OR RETURN FROM UNPAID LEAVE OF ABSENCE, OR CHANGE
IN WORKSITE; DEPENDENT CEASES TO SATISFY DEPENDENT ELIGIBILITY
REQUIREMENT; AND, A RESIDENCE CHANGE AFFECTING ELIGIBILITY FOR COVERAGE.

AN ELECTION CHANGE MAY ALSO BE ALLOWED FOR A COST OR COVERAGE CHANGE, OR
ON ACCOUNT OF A JUDGMENT, DECREE OR ORDER. A MID-YEAR COST INCREASE WHEN
THE DAYCARE PROVIDER IS A RELATIVE IS NOT ALLOWED. THE REQUESTED CHANGE
MUST BE ON ACCOUNT OF AND CONSISTENT WITH THE CHANGE IN STATUS.

NO CHANGES ARE PERMITTED FOR THE MEDICAL EXPENSE REIMBURSEMENT
ACCOUNT FOR ANY REASON EXCEPT FOR TERMINATION OF EMPLOYMENT, WHEN
YOU CAN LEAVE THE PLAN. CONTACT YOUR EMPLOYER FOR SPECIAL RULES
AFFECTING YOUR PLAN.

OPTIONS AT EMPLOYMENT TERMINATION

UPON TERMINATION OF EMPLOYMENT, AN EMPLOYEE MAY ELECT TO DISCONTINUE
PARTICIPATION IN THE MEDICAL EXPENSE REIMBURSEMENT ACCOUNT OR TO
CONTINUE THE PAYMENT, IF ELIGIBLE, EITHER BY PRE-TAXING THE REMAINING
CONTRIBUTIONS FOR THE PLAN YEAR FROM SEVERANCE PAY OR PAYING THE
REMAINING CONTRIBUTIONS ON AN AFTER-TAX BASIS (COBRA) THROUGH THE END
OF THE PLAN YEAR (IF YOU HAVE OTHER MEDICAL COVERAGE YOU ARE ONLY
ELIGIBLE FOR COBRA THROUGH THE CURRENT PLAN YEAR).

IF YOU ELECT TO CONTINUE THE CONTRIBUTION ON AN AFTER TAX-BASIS, THE
EXPENSES INCURRED UNDER THE MEDICAL EXPENSE ACCOUNT WILL CONTINUE UNTIL
THE PREMIUM CEASES, AND EXPENSES INCURRED DURING THE PERIOD OF COVERAGE
WILL BE REIMBURSED. THE COVERAGE MAY NOT CONTINUE BEYOND THE CURRENT
PLAN YEAR.

IF YOU DO NOT ELECT TO CONTINUE THE PAYMENTS, ONLY EXPENSES INCURRED DURING THE
PERIOD OF COVERAGE WILL BE REIMBURSED. COVERAGE UNDER THE REIMBURSEMENT
ACCOUNT CEASES WHEN THE PAYMENTS CEASE.



Claim for Reimbursement

s THE MEDICAL EXPENSE REIMBURSEMENTS WILL BE FOR THE EXPENSES CLAIMED UP
TO THE MAXIMUM BENEFIT AMOUNT YOU ELECTED FOR THE YEAR. THE DEPENDENT
DAY CARE EXPENSE REIMBURSEMENTS WILL BE FOR THE EXPENSES YOU CLAIMED UP
TO THE AMOUNT YOU HAVE IN YOUR ACCOUNT. IF THE DEPENDENT DAY CARE
EXPENSE CLAIM IS IN EXCESS OF YOUR ACCOUNT BALANCE, THE BALANCE OF THE
AMOUNT DUE WILL BE FORWARDED TO YOU AS ADDITIONAL PAYMENTS ARE RECEIVED
FOR THE CURRENT PLAN YEAR.

s YOU MAY BE REIMBURSED FOR EXPENSES INCURRED FOR SERVICES RENDERED
DURING THE CURRENT PLAN YEAR AND FOR UP TO 2 Y2 MONTHS INTO THE
FOLLOWING PLAN YEAR. CLAIMS MUST BE SUBMITTED NO LATER THAN 90 DAYS
AFTER THE END OF THE PLAN YEAR.

EXAMPLE: PLAN YEAR: 7-1-09 THROUGH 6-30-10
CONTRIBUTIONS MADE: 7-1-09 THROUGH 6-30-
10
EXPENSES CAN BE INCURRED: 7-1-09 THROUGH 9-15-
10

CLAIMS FOR REIMBURSEMENT
MuUST BE SUBMITTED BY: 9-30-10

z ALL CLAIM FORMS MUST BE ACCOMPANIED BY THE STATEMENT YOU RECEIVED WHEN
THE SERVICE WAS PROVIDED OR AN INSURANCE COMPANY STATEMENT OF BENEFITS
WHICH HAS BEEN PROVIDED BY AN INDEPENDENT THIRD PARTY. ONLY EXPENSES
PROPERLY VERIFIED BY THE INDEPENDENT THIRD PARTY WILL BE REIMBURSED.

Medical Expense Reimbursement Account




==

YOUR MEDICAL EXPENSE REIMBURSEMENT ACCOUNT MAY BE USED TO REIMBURSE
YOURSELF FOR EXPENSES INCURRED FOR SERVICES RENDERED DURING THE
CURRENT PLAN YEAR, AND UP TO 2 Y2 MONTHS INTO THE FOLLOWING PLAN YEAR,
FOR TREATMENT OF YOURSELF, YOUR SPOUSE, AND YOUR ELIGIBLE DEPENDENTS.

MEDICAL EXPENSE REIMBURSEMENTS ARE FOR ELIGIBLE EXPENSES THAT HAVE NOT
BEEN AND WILL NOT BE REIMBURSED BY ANY OTHER INSURANCE OR
REIMBURSEMENT PROGRAM.

ELIGIBLE MEDICAL EXPENSES INCLUDE DEDUCTIBLE AND COINSURANCE AMOUNTS
UNDER A GROUP HEALTH PLAN, CHARGES THAT ARE IN EXCESS OF THE AMOUNT
REIMBURSED UNDER A GROUP HEALTH PLAN, AND CHARGES THAT ARE NOT COVERED
BY A GROUP HEALTH PLAN SUCH AS CERTAIN CORRECTIVE SURGERY, VISION CARE,
DENTAL CARE AND HEARING AIDS.

ELIGIBLE MEDICAL EXPENSES MUST BE FOR THE PREVENTION, DIAGNOSIS,
TREATMENT AND CARE OF A PHYSICAL OR MENTAL DEFECT, ILLNESS OR DISEASE.

EXAMPLES OF ELIGIBLE MEDICAL EXPENSES INCLUDE:

O AMOUNTS THAT ARE NOT PAID BY ANY OTHER MEDICAL OR DENTAL PLAN OR
PROGRAM SUCH AS CO-PAYMENTS, COINSURANCE AMOUNTS, AMOUNTS IN
EXCESS OF INSURANCE PLAN LIMITS OR MANY ITEMS THAT MAY NOT BE
COVERED UNDER YOUR MEDICAL OR DENTAL PLAN.

O THE COST OF EYE EXAMINATIONS, FRAMES, LENSES, CONTACT LENSES,
HEARING AIDS AND EXAMINATIONS.

O THE COST OF PRESCRIPTION DRUGS THAT MAY NOT BE COVERED UNDER ANY
OTHER PROGRAM.

O SOME OVER THE COUNTER MEDICINES DRUGS THAT ARE PURCHASED TO
ALLEVIATE OR TREAT PERSONAL INJURIES OR SICKNESS. ADDITIONAL
DOCUMENTATION IS REQUIRED FROM A THIRD PARTY IN ORDER TO BE
REIMBURSED FOR THESE ITEMS. THE DOCUMENTATION SHOULD INCLUDE
WHAT, WHO, WHEN AND HOW MUCH. IN ADDITION, THE RECEIPTS SHOULD
CONTAIN THE NAME OF THE DRUG AND THE DATE AND AMOUNT OF THE
EXPENSES.

O TO CLAIM VITAMINS, HERBS OR NUTRITIONAL SUPPLEMENTS, YOU MUST HAVE
BEEN DIAGNOSED BY A MEDICAL PRACTITIONER WITH A MEDICAL CONDITION
THAT NECESSITATES THESE EXPENSES.

EXAMPLES OF EXPENSES THAT ARE NOT ELIGIBLE FOR REIMBURSEMENT UNDER
THE PLAN ARE:

O EXPENSES WHICH ARE MERELY BENEFICIAL TO THE GENERAL HEALTH OF THE
PERSON, SUCH AS EXERCISE, FITNESS, NUTRITION, RECREATION, VACATION,
OR MEMBERSHIP IN A SPA OR HEALTH CLUB.

O AMOUNTS PAID FOR MEALS WHILE RECEIVING MEDICAL CARE AWAY FROM
HOME.

THE COSTS OF TOILETRIES OR COSMETICS.

AMOUNTS COMPENSATED BY INSURANCE OR ANY OTHER BENEFIT PROGRAM OR
ARRANGEMENT.

O COSMETIC SURGERY AND PROCEDURES UNLESS IT IS FOR RECONSTRUCTION
DUE TO DISEASE, BIRTH DEFECT OR ACCIDENT.



O OVER THE COUNTER ITEMS, DRUGS OR MEDICATIONS THAT ARE NOT
MEDICALLY NECESSARY, OR ARE NOT PRESCRIBED BY YOUR PHYSICIAN OR
HEALTH PRACTITIONER.

FOR A MORE INFORMATION REGARDING ITEMS OR SERVICES THAT ARE ELIGIBLE FOR

.
REIMBURSEMENT, PLEASE CONTACT ENVOY PLAN SERVICES.
Dependent Day Care Expense Reimbursement Account
= YOUR DEPENDENT DAY CARE EXPENSES MUST BE INCURRED TO ALLOW YOU (AND
YOUR SPOUSE IF YOU ARE MARRIED) TO WORK OR LOOK FOR WORK. (THERE ARE
SPECIAL RULES RELATING TO STUDENT SPOUSES AND DISABLED SPOUSES EXPLAINED
LATER IN THIS BROCHURE).
z YOU MUST HAVE INCOME FROM WORK DURING THE YEAR.
2 YOU (AND YOUR SPOUSE IF YOU ARE MARRIED) MUST KEEP UP A HOME THAT YOU
LIVE IN WITH ONE OR MORE QUALIFYING DEPENDENTS.
£ YOU MUST HAVE MADE PAYMENTS FOR DEPENDENT DAY CARE TO SOMEONE YOU
COULD NOT CLAIM AS A DEPENDENT AND, IF THE PERSON YOU MADE PAYMENTS TO
WAS YOUR CHILD, HE OR SHE MUST HAVE BEEN AGE 19 OR OVER BY THE END OF THE
TAX YEAR.
5 CHILD SUPPORT PAYMENTS AND CHILDCARE PAYMENTS QUALIFYING AS ALIMONY ARE
NOT QUALIFIED EXPENSES FOR REIMBURSEMENT.
WORK REQUIREMENT
£ WORK MAY INCLUDE ACTIVELY LOOKING FOR WORK.
= UNPAID VOLUNTEER WORK OR VOLUNTEER WORK FOR NOMINAL SALARY DOES NOT

QUALIFY.

ELIGIBLE DEPENDENT DAY CARE EXPENSES

YOU MAY ALLOCATE UP TO $5,000 PER TAX YEAR FOR REIMBURSEMENT OF
DEPENDENT CARE EXPENSES ($2,500 IF YOU ARE MARRIED AND FILE A SEPARATE
RETURN).

THE SERVICES OF A HOUSEKEEPER, MAID, OR COOK ARE USUALLY CONSIDERED
NECESSARY TO RUN YOUR HOME IF PERFORMED IN CONNECTION WITH CARE OF THE
QUALIFYING DEPENDENT.

DEPENDENT DAY CARE CENTER EXPENSES ARE ALSO ELIGIBLE DEPENDENT DAY CARE
EXPENSES IF THE CARE IS FOR YOUR DEPENDENT UNDER AGE 13 OR FOR ANY OTHER
QUALIFYING DEPENDENT THAT REGULARLY SPENDS AT LEAST 8 HOURS EACH DAY IN
YOUR HOUSEHOLD.

THE DEPENDENT DAY CARE CENTER OR AN INDIVIDUAL PROVIDING DEPENDENT DAY
CARE MUST COMPLY WITH ALL APPLICABLE FEDERAL, STATE AND LOCAL

REGULATIONS.

A DEPENDENT DAY CARE CENTER IS A PLACE THAT PROVIDES CARE FOR MORE THAN
SIX PERSONS (OTHER THAN PERSONS WHO LIVE THERE) AND RECEIVES A FEE,

10



PAYMENT, OR GRANT FOR PROVIDING SERVICES FOR ANY OF THOSE PERSONS,
REGARDLESS OF WHETHER OR NOT THE CENTER IS RUN FOR PROFIT.

s THE COST OF GETTING A QUALIFYING DEPENDENT TO AND FROM YOUR HOME TO THE
CARE LOCATION IS NOT AN ELIGIBLE EXPENSE.

QUALIFYING DEPENDENT

2 A QUALIFYING DEPENDENT IS DEFINED AS A DEPENDENT THAT LIVES IN YOUR HOME
AND IS:

1. YOUR DEPENDENT UNDER AGE 13 FOR WHOM YOU MAY CLAIM AN EXEMPTION
DEDUCTION (BUT SEE CHILD OF DIVORCED OR SEPARATED PARENTS, BELOW), OR

2. YOUR DEPENDENT WHO IS PHYSICALLY OR MENTALLY NOT ABLE TO CARE FOR
HIMSELF OR HERSELF AND SPENDS AT LEAST 8 HOURS IN YOUR HOME DAILY, OR

3. YOUR SPOUSE WHO IS PHYSICALLY OR MENTALLY NOT ABLE TO CARE FOR
HIMSELF OR HERSELF, AND SPENDS AT LEAST 8 HOURS IN YOUR HOME DAILY.

z INDIVIDUALS THAT CANNOT CARE FOR THEMSELVES ARE DEFINED AS PERSONS WHO
ARE NOT ABLE TO DRESS, CLEAN, FEED THEMSELVES, OR WHO HAVE A PHYSICAL OR
MENTAL PROBLEM.

CHILD OF DIVORCED OR SEPARATED PARENTS
IF YOU ARE DIVORCED OR SEPARATED, YOUR CHILD OR STEPCHILD QUALIFIES IF:

1. THE CHILD IS UNDER AGE 13 OR NOT ABLE TO CARE FOR HIMSELF OR HERSELF,
AND

2. YOU ARE CUSTODIAL PARENT AND THE CHILD LIVES IN YOUR HOME.

PAYMENTS TO RELATIVES

z ELIGIBLE DEPENDENT DAY CARE EXPENSES DO NOT INCLUDE PAYMENT TO A PERSON
YOU MAY CLAIM AS A DEPENDENT FOR FEDERAL INCOME TAX PURPOSES.

= PAYMENTS TO YOUR CHILD ARE NOT ELIGIBLE EXPENSES UNLESS YOUR CHILD WAS
AGE 19 OR OVER BY THE END OF THE YEAR.

EARNED INCOME LIMIT

= YOUR ELIGIBLE EXPENSES DURING A CALENDAR YEAR MAY NOT BE MORE THAN:

1. YOUR EARNED INCOME FOR THE YEAR, IF YOU ARE SINGLE AT THE END OF THE CALENDAR
YEAR, OR

2. THE SMALLER OF YOUR EARNED INCOME OR YOUR SPOUSE’S EARNED INCOME FOR

THE
YEAR IF YOU ARE MARRIED AT THE END OF THE CALENDAR YEAR.

STUDENT SPOUSE OF DISABLED SPOUSE

= IF YOU ARE MARRIED AND, FOR ANY MONTH, YOUR SPOUSE IS EITHER A FULL-TIME
STUDENT OR NOT ABLE TO CARE FOR HIMSELF OR HERSELF, YOUR SPOUSE WILL BE

11



CONSIDERED TO HAVE EARNED INCOME OF $200 A MONTH IF THERE IS ONE
QUALIFYING DEPENDENT IN YOUR HOME, OR $400 A MONTH IF THERE ARE TWO OR
MORE QUALIFYING DEPENDENTS IN YOUR HOME.

= YOUR SPOUSE IS CONSIDERED TO HAVE WORKED IF:

O HE OR SHE WAS A FULL-TIME STUDENT DURING EACH OF 5 MONTHS DURING
THE CALENDAR YEAR, OR
O HE OR SHE WAS PHYSICALLY OR MENTALLY NOT ABLE TO CARE FOR HIMSELF

OR HERSELF.

3 A FULL-TIME STUDENT WHO IS ONE WHO IS ENROLLED AT A SCHOOL DURING EACH OF
S5 CALENDAR MONTHS OF THE CALENDAR YEAR, NOT NECESSARILY CONSECUTIVE, FOR
THE NUMBER OF HOURS CONSIDERED TO BE A FULL-TIME COURSE OF STUDY.

TAX CREDIT ALTERNATIVE

1 YOU SHOULD BE AWARE THAT YOU MAY BE ABLE TO TAKE A FEDERAL TAX CREDIT FOR
UP TO 35% OF THE AMOUNT YOU PAY FOR DEPENDENT DAY CARE EXPENSES INSTEAD
OF PARTICIPATING IN THE DEPENDENT DAY CARE EXPENSE REIMBURSEMENT
ACCOUNT.

& YOU MAY USE UP TO $3,000 OF DEPENDENT DAY CARE EXPENSES TO FIGURE YOUR
CREDIT IF YOU HAVE ONE QUALIFYING DEPENDENT AND UP TO $6,000 IF YOU HAVE
TWO ORE MORE QUALIFYING DEPENDENTS.

& YOUR CREDIT CAN BE AS MUCH As $1,200 ($3,000 IN DAYCARE EXPENSES X 35%)
IF YOU HAVE ONE QUALIFYING DEPENDENT OR AS MUCH As $2,400 ($6,000 IN
DAYCARE EXPENSES X 35%) IF YOU HAVE TWO OR MORE QUALIFYING DEPENDENTS.

e THE TAX CREDIT IS A DIRECT REDUCTION OF THE TAX YOU OWE TO THE FEDERAL
GOVERNMENT, UNLIKE THE INCOME EXCLUSION OF PARTICIPATING IN THE
DEPENDENT DAY CARE REIMBURSEMENT ACCOUNT. MANY STATES ALSO PROVIDE A
STATE TAX CREDIT FOR DEPENDENT DAY CARE EXPENSES.

3 YOU SHOULD CONSULT WITH YOUR TAX ADVISOR AS TO WHETHER THE TAX CREDIT
MAY BE MORE FAVORABLE FOR YOU THAN PARTICIPATING IN THE DEPENDENT DAY
CARE EXPENSE REIMBURSEMENT ACCOUNT. YOU MAY ALSO WISH TO OBTAIN IRS
PUBLICATION 503 FOR MORE INFORMATION ABOUT THE FEDERAL TAX CREDIT.

IMPORTANT TAX INFORMATION

REGARDLESS OF WHETHER YOU PARTICIPATE IN THE DEPENDENT DAY CARE PLAN UNDER
SECTION 125 OR CLAIM THE CREDIT ON YOUR INCOME TAX, YOU MUST PROVIDE THE IRS
WITH THE NAME, ADDRESS AND TAXPAYER IDENTIFICATION NUMBER (TIN) OF YOUR
DEPENDENT DAY CARE PROVIDER(S) BY COMPLETING EITHER SCHEDULE 2 OF FORM
1040A, oR FORM 2441 AND ATTACHING IT TO YOUR ANNUAL INCOME TAX RETURN.
THESE REQUIREMENTS ARE SUBJECT TO CHANGE BY THE IRS. BE SURE THAT YOU FOLLOW
THE CURRENT INSTRUCTIONS GIVEN BY THE IRS FOR PREPARING YOUR ANNUAL INCOME TAX
RETURN. FAILURE TO PROVIDE THIS INFORMATION TO THE IRS COULD RESULT IN LOSS OF
THE PRE-TAX EXEMPTION FOR YOUR DEPENDENT DAY CARE EXPENSES.
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