PREMIUM CONVERSION PLAN QUESTIONS AND ANSWERS

As part of our efforts to keep your medical benefit costs as affordable as possible, the company is pleased to sponsor a
Premium Conversion Plan (the “Plan™). The Plan provides each eligible employee with the opportunity to set aside part of
his or her pay on a pre-tax basis to pay for his or her share of health coverage contributions under the health care program

sponsored by the company.

Following are commonly asked questions and answers describing the basic features of the Plan and how it operates. Please
review these questions and answers carefully, and do not hesitate to ask questions. This is your benefit, and it is important
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only the key parts of the Plan. Consult the Plan document or summary plan description for more details.

1. What is the purpose of the Plan? The purpose of the Plan is

NS VR B PR, PR PRI, e i e ed :

to permit eligible employees to elect to defer part of their pay on
a pre-tax basis to defray their health coverage expenses.

2. What is the Premium Conversion Benefit? The Premium

Conversion Benefit allows you to pay your share of the health

coverage contributions with pre-fax dollars. If you do not elect to
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receive the Premium Conversion Benefit, you still will have to
pay your share of the health coverage contrlbutlons under the
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benefits you receive under the Plan are not currently taxable to
you, nor are the benefits subject to federal income tax

withholding and Social Security (FICA) withholding taxes. State
law may difier.

4. When and how do I elect t i 0
provided a form when you first become eligible for participation
in the Plan, upon which you may elect the Premium Conversion
Benefit. If you elect the Premium Conversion Benefit, the health
coverage contributions you are already making will be converted
to a pre-tax basis. In future years, you will be furnished a new

e a e R -

ruuu Uy UlC lll‘bl ley Ul UlC dlllludl CllfUlllllClll lJUllULl dllu UC glVUll
the opportunity to confirm or change your existing choices for
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5. How does the Plan save me mor 1ey
illustrates how the Plan saves you m

incoine during the pay period is $1 ,000, your require
coverage contribution is $100, and you pay 25% in combined
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FICA, federal, and state income taxes. If you pay your health
coverage contributions using the Premium Conversion Benefit
you will save $25 per pay period. This amount is computed as
follows:
Pre-Tax No Pre-Tax
Medical Plan Medical Plan
$1,000 Gross Income $1,000
-5$100 Contributions (pre-tax) -50
$900 Taxable Income $1,000
-$225 Taxes -$250
$675 Income after taxes $750
-3%0 Contributions (post-tax) -$100
$675 Snendable Income $650

6. Will I have any administrative costs under the Plan? No
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7. The Plan sounds too good to be true? Are there any
reasons why I shouldn’t part1c1pate? As discussed above
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acucuy you clect to use to pay for Plan benefits is free from

income and FICA taxes. This is a valuable benefit. However,
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wages when determining your Social Securty benefit, it is
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benefits. If your salary is above the Social Security Taxable Wage
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salary is below the Social Securlty Taxable Wage Base, your
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your own financial or tax advisor to determine the effects of

1g to par liCip te ini the Plan.
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you may not change or vary your elections dur1ng th Plan Year.

=S 17 TNT Al an Tantiama Az g tha oaanan

HUWCVCI yovu m“y Llialgc yuur CICCUOIIS uuuug uic auuuar
enrollment perlod for the coming Plan Year. The Plan
Administrator will advise you Wwhei yOu itiay clect to change your
elections for the upcoming plan year
There is an important exception to this general 1t
change or revoke your election at any time during the Plan Year
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your family status. Such changes include -
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. birth or adoption of your child;

s death of your spouse or child;

. termination of your spouse’s employment;

. change in the employment status of either you or your
spouse from full-time to part-trme or vice versa;

M ai unpaiu leave of abserice U_y YOt Or youi Spouse; or

. a significant change in the health coverage of you or
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Addrtronally, the Plan Administrator may modify your
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compensated employee or a “key employee,” to the extent
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within the meaning of the federal income tax law. The Plan

Administrator also may adjust your Premium Conversion Benefit
to reflect a change in the amount of the contributions for your

health coverage benefits.



