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A regular meeting of the Board of Directors of the San Jacinto River Authority was held at 8:00 a.m., 
October 25, 2018, at the San Jacinto River Authority General and Administration Building, a notice of said 
meeting was posted as required by law. President Lloyd Tisdale, Vice-President Ronnie Anderson, 
Treasurer Mark Micheletti, Secretary Jim Alexander, and Assistant Secretary Ed Boulware were present. 
Board Member Kaaren Cambio was absent. General Manager Jace Houston, Deputy General Manager Ron 
Kelling, Director of Financial and Administrative Services Tom Michel, Director of Flood Management 
Chuck Gilman, Woodlands Division Manager Chris Meeks, GRP Division Manager Mark Smith, Lake 
Conroe Division Manager Bret Raley, Highlands Division Manager Kim Wright, Administrative Services 
Manager Cynthia Bowman, Financial Advisor Ryan Nesmith, and General Counsel Mitchell Page were in 
attendance. 

1. CALL TO ORDER 

The meeting was called to order at 8: 12 a.m. 

2. PLEDGES OF ALLEGIANCE 

The Pledges of Allegiance were led by Mr. Tisdale. 

3. PUBLIC COMMENTS 

There were no public comments. 

4. DIVISION UPDATES 

a. G&A: 

Mr. Houston provided an update related to the upcoming publication of white papers by the Texas 
Water Conservation Association's Flood Response Committee. 

b. G&A: 

Mr. Michel provided an update related to the year-end audit, and he provided a timeline for the 
upcoming presentation and approval of same. 

c. Woodlands: 

Mr. Meeks provided no update related to the Woodlands Division. 

d. GRP: 

Mr. Smith provided no update related to the GRP Division. 
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e. Lake Conroe: 

Mr. Raley provided an update related to the Lake Conroe mold remediation project, stating that 
after a thorough examination of the residence and the division office, it was determined that the 
levels were not as high as initially thought. He stated that both locations will undergo necessary 
modifications in concert with the mold remediation project, including some modifications that were 
already scheduled in the Lake Conroe Capital Improvement Plan for upcoming years. 

f. Highlands: 

Ms. Wright provided no update related to the Highlands Division. 

g. Flood Management: 

Mr. Gilman provided an update related to the Texas Water Development Board ("TWDB") grant 
application stating that a decision on the submitted applications would be forthcoming in mid
November. He provided information related to the possible expanded scope of the dredging 
project, including logistics related to debris removal and debris relocation. 

5. CONSENT AGENDA 

Mr. Micheletti made a motion to approve the consent agenda as recommended. The motion was 
seconded by Mr. Alexander and carried unanimously. 

a. Approval of Minutes 

Approve the minutes of the San Jacinto River Authority Regular meeting of September 27, 2018. 

b. Unaudited Financials for the Month of September, 2018 

Approve the unaudited financials for the month of September, 2018. 

c. Resolution - Designated Signatories 

Adopt Resolution No. 2018-R-14 of the San Jacinto River Authority Board of Directors, attached 
hereto as Exhibit "A", designating the authorized signatories for all Authority financial transactions 
with the authorized depository banks and any other financial institutions in order to execute 
necessary financial transactions to conduct the Authority's financial business. 

d. Resolution - Cafeteria Plan and Summary Plan Description 

Adopt Resolution No. 2018-R-15 of the San Jacinto River Authority Board of Directors, attached 
hereto as Exhibit "B", amending the San Jacinto River Authority Cafeteria Plan and Summary Plan 
Description. 

e. Work Order No. 2 for Geographic Information System Services 

Consider authorizing the General Manager to execute Work Order No. 2 with Texas Water 
Engineering, PLLC, in an amount not to exceed $93,472, for professional Geographic Information 
System (GIS) consulting services. 
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Consider authorizing the General Manager to execute Work Order No. 2 with AECOM Technical 
Services, Inc., in an amount not to exceed $244,436, for preliminary and final design services for 
Water Plant No. 4 Ground Storage Tank No. 2 in The Woodlands. 

g. Work Order No. 4 for Professional Engineering Services 

Consider authorizing the General Manager to execute Work Order No. 4 with Freese and Nichols, 
Inc., in the amount of $24,373, for professional engineering services for routine update of the Bear 
Branch Dam Emergency Action Plan. 

6. REGULAR AGENDA 

a. RAW WATER ENTERPRISE 

1. Miscellaneous Services Agreement 

Ms. Wright provided information related to the proposed repair and modifications to Pump No. 
1 at the Lake Houston Pump Station. Mr. Alexander made a motion to authorize the General 
Manager to execute a Miscellaneous Services Agreement with Weisinger Incorporated in an 
amount not to exceed $383,668, for repair and modifications to Lake Houston Pump Station, 
Pump No. 1 in Highlands, and contract modifications up to $75,000. The motion was seconded 
by Mr. Boulware and carried unanimously. 

2. Work Order No. 2 for Update and Calibration of Hydraulic Model 

Ms. Wright gave an overview of the hydraulic computer model used for planning, operation, 
and engineering design purposes for the Highlands Canal system. She stated that because a 
number of improvements have been made to the Highlands Canal system in recent years, the 
existing model is now obsolete. Mr. Anderson made a motion to authorize the General 
Manager to execute Work Order No. 2 with Halff Associates, Inc., in an amount not to exceed 
$91,520, for update and calibration of the hydraulic model for the Highlands Canal System. 
The motion was seconded by Mr. Micheletti and carried unanimously. 

7. BRIEFINGS AND PRESENATIONS 

Presentation regarding the San Jacinto River Authority's Asset Management Plan for the Woodlands 
and GRP Divisions. 

Mr. Meeks and Mr. Smith explained that the Asset Management Plan ("AMP") documents the current 
state of assets and projects the long-range asset renewal requirements. Further, the AMP is a long
range planning document used to provide a rational framework for understanding and planning of asset 
rehabilitation. They stated that it consolidates the division's asset information into a structured 
framework and uses it to provide a justifiable basis to support long-term organization, operations, and 
asset management decisions. 
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8. EXECUTIVE SESSION 

The meeting was called into Executive Session at 8:56 a.m., under the provisions of Section 551.071, 
Texas Local Government Code, for consultation with the Authority's attorney. 

9. RECONVENE IN OPEN SESSION FOR ACTION FOLLOWING EXECUTIVE SESSION 

The meeting was reconvened in open session at 10:07 a.m. No action was taken regarding the items 
discussed in executive session. 

10. ANNOUNCEMENTS I FUTURE AGENDA 

Mr. Tisdale announced that the next San Jacinto River Authority Board of Directors meeting will take 
place on December 13, 2018. 

11. ADJOURN 

Without objection, the meetini:r was adjourned at 10:08 a.m. 
__ ...... �,,, 
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RESOLUTION NO. Z0l8- l(- l L'f 

A RESOLUTION OF THE SAN JACINTO RIVER AUTHORITY BOARD OF DIRECTORS 

DESIGNATING THE AUTHORIZED SIGNATORIES FOR ALL AUTHORITY FINANCIAL 

TRANSACTIONS WITH THE AUTHORIZED DEPOSITORY BANKS AND ANY OTHER 

FINANCIAL INSTITUTIONS IN ORDER TO EXECUTE NECESSARY FINANCIAL 

TRANSACTIONS TO CONDUCT THE AUTHORITY'S FINANCIAL BUSINESS. 

WHEREAS, the San Jacinto River Authority (the "Authority") has heretofore designated certain 

banking institutions as depositories of the San Jacinto River Authority, currently including Woodforest 

National Bank, First Financial Bank, US Bank, TexPool, TexSTAR, and Amegy; and 

WHEREAS, the Authority maintains various kinds of funds and accounts in such banking 

institutions; 

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF THE 

SAN JACINTO RIVER AUTHORITY, THAT: 

1. 
All checks, drafts, notes, or orders for an amount in excess of $500 drawn by the Authority against 

its (a) General Fund, (b) Woodlands Operating Fund, (c) GRP Operating Fund, and (d) such other accounts 

which may be hereafter created, shall now and hereafter require two (2) or more signatures of the following 

named nine (9) persons as prescribed by this resolution: 

1. Lloyd B. Tisdale 6. TomMichel 

2. Mark Micheletti 7. Chuck Gilman 

3. Charles E. Boulware 8. Pam J. Steiger 

4. Jace A. Houston 9. Mark L. Smith 

5. Ronald D. Kelling 

2. 
All checks, drafts, notes, or orders drawn by the Authority against the above funds for an amount 

of $500 or less shall require the signature of any one ( 1) of the above named persons. 

3. 
All checks, drafts, notes, or orders drawn by the Authority against the above funds for any amount 

in excess of $5,000 and up to and including $25,000 shall require the signatures of any three (3) of the 

above named persons. 

4. 
All checks, drafts, notes, or orders drawn by the Authority against the above funds for an amount 

in excess of $25,000 shall require the signatures of any three (3) of the above named persons provided one 
(1) of the signatures is that of Lloyd B. Tisdale, Mark Micheletti, or Jace A. Houston. 

5. 
All checks, drafts, notes, or orders drawn by the Authority against its Payroll Fund, without 

restrictions as to the amount, shall now and hereafter require the signature of any one (1) of the above 

named persons. 



6. 
All checks, drafts, notes, or orders drawn by Navia Benefits, Inc., or any successor firm 

administrating the Authority's cafeteria plan created pursuant to Internal Revenue Code Section 125 (the 

"Administrator"), against the account(s) created or hereafter created to pay eligible claims under such plan 

(the "FSA Fund" and 'HRA Fund"), shall be authorized in accordance with applicable provisions of the 

contractual arrangements between the Authority and the Administrator relative to the processing and 

payment of such claims from the FSA Fund and HRA Fund. 

7. 
Any previous designated signatories not appearing on the list in Section 1, are hereby considered 

removed as designated signatories for the Authority. 

8. 
That all said designated banking signatures of the Authority are hereby authorized and directed to 

honor and pay any checks, drafts, notes, or orders signed as set forth in this resolution and that banking 

signature cards shall be prepared and executed accordingly. 

9. 
This resolution shall be effective from and after its adoption and shall remain in force and effect 

until modified by further action of the Board of Directors. Any similar resolution heretofore adopted by the 

Board of Directors shall be and is hereby repealed, revoked, and rescinded as of the effective date hereof. 

APPROVED AND ADOPTED by the San Jacinto River Authority Board of Directors, at a regular 

meeting on this 25th day of October, 2018. 

ATTEST: 

__ ... , ........ , ----� 0 Rt'',,, ,-,� .. ...... v�A\'• 
f CJ •• *··· ···.:r •,, 
, "'?;": •• )?' , J""'"): ".C.� 
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SAN JACINTO RIVER AUTHORITY 
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RESOLUTION NO. 2..0lS-�-l5' 
A RESOLUTION OF THE BOARD OF DIRECTORS OF THE SAN JACINTO RIVER 

AUTHORITY AMENDING THE SAN JACINTO RIVER AUTHORITY CAFETERIA PLAN AND 

SUMMARY PLAN DESCRIPTION. 

WHEREAS, the San Jacinto River Authority ("Employer") heretofore adopted a Cafeteria Plan 
known as the San Jacinto River Authority Cafeteria Plan ("Plan") along with a corresponding Summary 
Plan Description; and 

WHEREAS, the Authority desires to amend the Plan in certain respects. 

NOW THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF THE SAN 

JACINTO RIVER AUTHORITY THAT: 

1. 
The form of amended San Jacinto River Authority Cafeteria Plan including a Health Flexible 

Spending Account effective January 1, 2018, presented to this meeting and attached hereto as Exhibit A is 
hereby approved and adopted and the duly authorized agents of the Employer are hereby authorized and 
directed to execute and deliver to the Administrator of the Plan one or more counterparts of the Plan. 

2. 
The Administrator shall be instructed to take such actions that are deemed necessary and proper in order to 
implement the Plan, and to set up adequate accounting and administrative procedures to provide benefits 
under the Plan. 

3. 
The duly authorized agents of the Employer shall act as soon as possible to notify the employees of the 
Employer of the adoption of the amended Cafeteria Plan by delivering to each employee a copy of the 
summary description of the Plan in the form of the Summary Plan Description presented to this meeting, 
which form is attached hereto as Exhibit B and is hereby approved. 

4. 
The undersigned further certifies that attached hereto as Exhibits "A" and "B", respectively, are true copies 
of the San Jacinto River Authority Cafeteria Plan, as amended and restated, and the Summary Plan 
Description are hereby approved and adopted. 

APPROVED AND ADOPTED by the Board of Directors of the San Jacinto River Authority, at a regular 
meeting on the 251hday of October, 2018. 

ATTEST: SAN JACINTO RIVER AUTHORITY 

�1:-�L Jim Alexande� Lloy��ijl 
Secretary, Board of Directors ... ,....... President, Board of Directors -- ,, 
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SAN JACI NTO RIVER AUTHORITY SECTION 1 25 CAFETERIA PLAN A N D  FSA 

I NTRODU CTION 

The Em ployer has am ended th is Plan effect ive January 1 ,  201 8, to recognize the contribution made to the 
Employer by its Employees . Its purpose is to reward them by provid ing benefits for those Employees who shal l  qual ify 
hereunder and their Dependents and beneficiaries . The concept of this Plan is to al low Employees to choose among 
different types of benefits based on their own particular goals, desires and needs .  This Plan is a restatement of a 
Plan which was original ly effective on January 1 ,  20 1 0 . The Plan shal l  be known as San Jacinto River Authority 
Section 1 25 Cafeteria Plan and FSA (the "Plan") .  

The i ntention of the Employer is that the Plan qualify as a "Cafeteria Plan" withi n the meaning of Section 1 25 
of the Internal Revenue Code of 1 986, as amended,  and that the benefits which an Employee elects to receive under 
the Plan be excl udable from the Employee's income under Section 1 25(a) a nd other applicable sections of the 
Internal Revenue Code of 1 986, as amended .  

ARTI CLE I 
DEFI NITIONS 

1 . 1  "Administrator" means the Employer unless another person or entity has been designated by the 
Em ployer pursuant to Section 8 . 1  to administer the Plan on behalf of the Employer. If the Employer is the 
Admin istrator, the Employer may appoi nt any person, i ncl uding, but not l im ited to, the Employees of the Employer, to 
perform the duties of the Administrator. Any person so appointed shal l  signify acceptance by fi l ing written acceptance 
with the Em ployer. Upon the resignation or removal of any individual perform ing the duties of the Adm inistrator, the 
Employer may designate a successor. 

1 . 2 "Affi l iated Employer" m eans the Employer and any corporation which is a m em ber of a controlled 
group of corporations (as defined in Code Section 41 4(b)) which includes the Employer; any trade or business 
(whether or not incorporated) which is under common control (as defined in Code Section 4 1 4(c)) with the Employer; 
any organization (whether or not incorporated) which is a m em ber of an affi l iated service group (as defined in Code 
Section 4 1 4(m)) which incl udes the Employer; and any other entity requi red to be aggregated with the Employer 
pursuant to Treasury regulations under Code Section 4 1 4(0) . 

1 . 3 "Benefit" or "Benefit O ptions" m eans any of the optional benefit choices avai lable to a 
Partici pant as outl ined in Section 4 . 1 .  

1 .4 "Cafeteria Plan Benefit Dol lars" means the amount avai lable to Participants to purchase Benefit 
Options as provided under Section 4. 1 .  Each dol lar contributed to this Plan shal l  be converted into one Cafeteria Plan 
Benefit Dol lar. 

Year. 

1 .5 "Code" means the Internal Revenue Code of 1 986, as amended or replaced from tim e to t ime. 

1 .6 "Compensation" means the amounts received by the Participant from the Employer d uring a Plan 

1 .  7 "Dependent" means any individual who q ual ifies as a dependent under an Insurance Contract for 
purposes of coverage under that Contract only or under Code Section 1 52 (as mod ified by Code Section 1 05(b)). 

"Dependent" shal l include any Child of a Participant who is covered under an Insurance Contract, 
as defi ned in the Contract, or under the Health Care Flexible Spend ing Arrangement or as allowed by reason of the 
Affordable Care Act . 

For purposes of the Health Care Flexi ble Spending Arrangement, a Partici pant's "Child" includes 
his/her natural chi ld ,  stepch ild, foster child, adopted ch i ld, or a chi ld placed with the Participant for adoption .  A 
Partici pant's Chi ld wil l be an eligi ble Dependent unti l reaching the l im iting age of 26, without regard to student status, 
marital status, financial dependency or residency status with the Em ployee or any other person .  When the chi ld 
reaches the appl icable l imit ing age, coverage wil l end at the end of the calendar year. 

The phrase "placed for adoption" refers to a child whom the Participant intends to adopt, whether or not the adoption 
has becom e final ,  who has not attained the age of 1 8  as of the date of such placem ent for adopt ion .  The term 
"placed" m eans the assumption and retention by such Employee of a legal obl igation for total or partial support of the 



chi ld i n  anticipation of adoption of the chi ld .  The chi ld m ust be avai lable for adoption and the legal process must have 
comm enced . 

1 .8 "Effective Date" means January 1 ,  20 1 0. 

1 .9 "Election Period" means the period immediately preced ing the beginning of each Plan Year 
establ ished by the Administrator, such period to be appl ied on a uniform and nondiscriminatory basis for a l l  
Employees and Participants. However, an Employee's initial E lection Period shal l  be determ ined pursuant to Section 
5. 1 .  

1 . 1 0  "Eligible Em ployee" m eans any Employee who has satisfied the provisions of Section 2. 1 .  

An individual shall not be an "El igible Employee" if such individual is not reported on the payrol l 
records of the Em ployer as a common law em ployee. In particu lar, i t  is expressly i ntended that i ndividuals not treated 
as common law em ployees by the Employer on its payroll records are not "El igible Employees" and are excluded 
from Plan participation even if a court or administrative agency determ ines that such i ndividuals are common law 
em ployees and not independent contractors. 

1 . 1 1  "Empl oyee" m eans any person who is em ployed by the Employer. The term Employee shal l  
incl ude leased em ployees withi n the m eaning of Code Section 41 4(n)(2). 

1 . 1 2  "Employer" m eans San Jacinto River Authority and any successor which shal l maintain this Plan;  
and any predecessor which has maintai ned this Plan . In  addition,  where appropriate, the term Employer shal l  include 
any Partici pati ng, Affi l iated or Adopti ng Employer. 

1 . 1 3  "Grace Period" means, with respect to any Plan Year, the t ime period ending on the fifteenth day of 
the third calendar month after the end of such Plan Year, duri ng which Medical Expenses incurred by a Participant wil l  
be deemed to have been incurred during such Plan Year. 

1 . 1 4  "Insurance Contract" m eans any contract issued b y  a n  Insurer underwriting a Benefit. 

1 . 1 5  "I nsurance Premium Payment Plan" m eans the plan of benefits contai ned in Section 4 . 1  of this 
Plan, which provides for the payment of Prem iums.  

1 . 1 6  "Insurer" means any insurance company that underwrites a Benefit under this Plan. 

1 . 1 7  "Key Empl oyee" m eans an Employee descri bed in  Code Section 4 1 6(i)( 1 )  and the Treasury 
regulations thereunder. 

1 . 1 8  "Parti cipant" m eans any Eligib le Employee who elects to becom e a Participant pursuant to 
Section 2.3 and has not for any reason become inel igible to parti ci pate further in the Plan. 

1 . 1 9  "Pl an" m eans this i nstrum ent, including al l  amendm ents thereto. 

1 .20 "Plan Year" means the 1 2-month period beginning January 1 and ending Decem ber 31 . The Plan 
Year shal l  be the coverage period for the Benefits provided for under this Plan. I n  the event a Participant comm ences 
participation during a Plan Year, then the in it ial coverage period shal l  be that portion of the Plan Year comm encing on 
such Participant's date of entry and ending on the last day of such Plan Year. 

1 .2 1  "Premi ums" m ean the Participant's cost for t h e  Benefits described in Section 4. 1 .  

1 .22 "Premium Conversion Benefit" means the account establ ished for a Participant pursuant to this 
Plan to which part of his Cafeteria Plan Benefit Dol lars may be a l located and from which Prem iums of the Participant 
may be paid or reim bursed . If more than one type of insured Benefit i s  elected , sub-accounts shall be establ ished for 
each type of insured Benefit. 

1 .23 "Salary Redirection" means the contri butions made by the Employer on behalf of Partici pants 
pursuant to Section 3 . 1 .  These contributions shall be converted to Cafeteria Plan Benefit Dollars and al located to the 
funds or accounts establ ished under the Plan pursuant to the Partici pants' elections made under Article V. 

1 .24 "Salary Redirection Agreement" means an agreem ent between the Partici pant and the Em ployer 
under which the Participant agrees to reduce his Compensation or to forego all or part of the increases in such 
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Com pensation and to have such amounts contri buted by the Employer to the Plan on the Participant's behalf. The 
Salary Redirection Agreement shall apply only to Compensation that has not been actual ly or constructively received 
by the Participant as of the date of the agreement (after taking this Plan and Code Section 1 25 into account) and, 
subsequently does not become currently avai lable to the Participant. 

1 . 25 "Spouse" m eans spouse as determ ined under Federal law. 

ARTICLE I I  
PARTICIPATION 

2. 1 ELIGIBI LITY 

Any Eligible Employee shal l  be eligi ble to partici pate hereunder as of the date he satisfies the eligibi l ity 
conditions for the Employer's group m edical plan, the provisions of which are specifical ly incorporated herein by 
reference. However, any Eligible Employee who was a Parti cipant in the Plan on the effective date of this amendment 
shal l continue to be el igib le to participate in the Plan. 

2.2 EFFECTIVE DATE O F  PARTICIPATION 

An Eligible Employee shal l  becom e a Participant effective as of the entry date under the Employer's group 
m edical plan, the provisions of which are specifical ly incorporated herein by reference. 

2.3 APPLICATIO N TO PARTICIPATE 

An Employee who is eligi ble to partici pate in this Plan shal l ,  during the applicable Election Period, complete 
an application to participate in a manner set forth by the Admin istrator. The election shal l be irrevocable until the end 
of the applicable Plan Year un less the Partici pant is entitled to change his Benefit elections pursuant to Section 5 .4 
hereof. 

An El igible Employee shal l  also be required to complete a Salary Redirection Agreem ent during the Election 
Period for the Plan Year duri ng which he wishes to partici pate in  this Plan. Any such Salary Red irection Agreement 
shall be effective for the first pay period beginning on or after the Employee's effective date of partici pation pursuant 
to Section 2 .2 .  

2.4 TERM I NATION OF PARTICIPATION 

A Participant shall no longer participate in  this Plan upon the occurrence of any of the fol lowing events: 

(a) Termi nation of empl oyment. The Participant's term ination of em ployment, subject to the 
provisions of Section 2 .5 ;  

9 . 2.  

(b)  Death. The Participant's death,  subject to the provisions of Section 2 . 6; or 

(c)  Termi nation of the plan.  The termination of th is Plan, subject to the provisions of Section 

2.5 TERM I NATION OF EM PLOYM ENT 

If a Participant's em ployment with the Employer is term inated for any reason other than death, his 
participation in  the Benefit Options provided under Section 4 . 1  shall be governed in  accordance with the fol lowing: 

(a) Insurance Benefit. With regard to Benefits which are insured, the Participant's 
participation in the Plan shal l cease, subject to the Partici pant's right to cont inue coverage under any 
Insurance Contract for which premi ums have already been paid .  

(b) COBRA applicabi l ity. With regard to the Health Care Flexible Spending Arrangement, 
the Participant may submit claims for expenses that were incurred during the portion of the Plan Year before 
the end of the period for which payments to the Health Care Flexible Spending Arrangement have already 
been m ade. Thereafter, the health benefits under this Plan includ ing the Health Care Flexi b le Spending 
Arrangement shal l  be appl ied and administered consistent with such further rights a Participant and his 
Dependents may be entitled to pursuant to Code Section 4980B and Section 1 0 . 1 4  of the Plan. 
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2.6 DEATH 

If a Participant dies, his participation in the Plan shal l cease. However, such Participant's spouse or 
Dependents may submit claims for expenses or benefits for the remainder of the Plan Year or until the Cafeteria Plan 
Benefit Dol lars al located to each specific benefit are exhausted . In no event may reim bursements be paid to 
someone who is not a spouse or Dependent. If the Plan is subject to the provisions of Code Section 4980B, then 
those provisions and related regulations shal l  apply for purposes of the Health Care Flexi ble Spending Arrangem ent . 

ARTI CLE I l l  
CONTRIBUTIONS T O  T H E  PLAN 

3.1  SALARY REDIRECTION 

Benefits under the Plan shall be financed by Salary Redirections sufficient to support Benefits that a 
Partici pant has elected hereunder and to pay the Partici pant's Premiums.  The salary admi nistration program of the 
Employer shal l  be revised to al low each Participant to agree to reduce his pay during a Plan Year by an amount 
determ ined necessary to purchase the elected Benefit Options . The amount of such Salary Red irection shal l be 
specified in the Salary Red irection Agreement and shall be appl icable for a Plan Year. Notwithstanding the above, for 
new Partici pants, the Salary Redirection Agreem ent shal l  only be appl icable from the first day of the pay period 
fol lowing the Employee's entry date up to and incl uding the last day of the Plan Year. These contri butions shall be 
converted to Cafeteria Plan Benefit Dol lars and al located to the funds or accounts establ ished under the Plan 
pursuant to the Participants' elections made under Article IV. 

Any Salary Redirection shall be determ ined prior to the beginning of a Plan Year (subject to in itial elections 
pursuant to Section 5. 1 )  and prior to the end of the Election Period and shall be irrevocable for such Plan Year. 
However, a Partici pant may revoke a Benefit election or a Salary Redirection Agreement after the Plan Year has 
com menced and make a new election with respect to the remainder of the Plan Year, if both the revocation and the 
new election are on account of and consistent with a change in status and such other permitted events as determ ined 
under Article V of the Plan and consistent with the ru les and regulations of the Department of the Treasury. Salary 
Red irection amounts shal l be contributed on a pro rata basis for each pay period during the Plan Year. All i ndividual 
Salary Redirection Agreem ents are deem ed to be part of this Plan and incorporated by reference hereunder. 

3.2 APPLICATION OF CONTRIBUTIONS 

As soon as reasonably practical after each payroll period, the Employer shal l apply the Salary Redirection to 
provide the Benefits elected by the affected Partici pants . Any contri bution made or withheld for the Health Care 
Flexi b le Spending Arrangement shal l  be credited to such fund or account. Amounts designated for the Participant's 
Premium Conversion Benefit shal l  l i kewise be cred ited to such account for the purpose of paying Prem i ums.  

3.3 PERIODIC CO NTRI BUTIONS 

Notwithstanding the requirem ent provided above and in  other Articles of this Plan that Salary Redirections 
be contri buted to the Plan by the Employer on behalf of an Employee on a level and pro rata basis for each payrol l  
period, the Employer and Administrator may implement a procedure i n  which Salary Redirections are contributed 
throughout the Plan Year on a periodic basis that is not pro rata for each payrol l  period. However, with regard to the 
Health Care Flexi ble Spending Arrangement, the payment schedule for the requi red contri butions may not be based 
on the rate or amount of reimbursements during the Plan Year. 

4. 1 BENEFIT OPTIONS 

ARTI CLE IV 
BENEFITS 

Each Parti ci pant may elect any one or more of the followi ng optional Benefits : 

(1) Health Care Flexi ble Spend ing Arrangement 

(2) I nsurance Prem i um Paym ent Plan 
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( i )  Health Insurance Benefit 

( i i )  Dental Insurance Benefit 

( i i i )  Vision I nsurance Benefit 

4.2 H EAL TH CARE FLEXI BLE SPENDING ARRANGEMENT BENEFIT 

Each Partici pant m ay elect to participate in  the Health Care Flexi b le Spending Arrangem ent option, in  which 
case Artide VI shall apply. 

4.3 H EAL TH INSURANCE BENEFIT 

(a) Coverage for Parti cipant and Dependents. Each Partici pant may elect to be covered 
under a health Insurance Contract for the Partici pant, his or her Spouse, and his or her Dependents. 

(b) Employer selects contracts. The Em ployer may select suitable health I nsurance 
Contracts for use in providing this health insurance benefit, wh ich policies wi l l  provide un iform benefits for all 
Parti cipants electing this Benefit. 

(c) Contract i ncorporated by reference. The rights and conditions with respect to the 
benefits payable from such health Insurance Contract shall be determi ned therefrom , and such Insurance 
Contract shall be incorporated herein by reference. 

4.4 DENTAL INSURANCE BENEFIT 

(a) Coverage for Partici pant and/or Dependents. Each Participant may elect to be covered 
under the Employer's dental Insurance Contract. In addition, the Participant m ay elect either individual or 
fam ily coverage under such Insurance Contract. 

(b)  Employer selects contracts. The Employer may select suitable dental Insurance 
Contracts for use in providing this dental insurance benefit, which pol icies wi l l  provide un iform benefits for all 
Partici pants electing this Benefit. 

(c) Contract i n corporated by reference. The ri ghts and conditions with respect to the 
benefits payable from such dental Insurance Contract shall be determined therefrom , and such dental 
I nsurance Contract shall be incorporated herein by reference. 

4.5 VISION INSURANCE BENEFIT 

(a) Coverage for Participant and/or Dependents. Each Participant may elect to be covered 
under the Employer's vision Insurance Contract. In addition , the Partici pant may elect either i ndividual or 
fami ly coverage. 

(b) Employer selects contracts. The Employer may select suitable vision I nsurance 
Contracts for use in providing this vision insurance benefit , which pol icies wi l l  provide un iform benefits for all 
Partici pants electing this Benefit. 

(c) Contract i ncorporated by reference. The rights and cond itions with respect to the 
benefits payable from such vision Insurance Contract shall be determ ined therefrom ,  and such vision 
Insurance Contract shal l be incorporated herein by reference. 

4.6 NONDISCRIMI NATIO N  REQUIREMENTS 

(a) Intent to be nondiscriminatory. It is the intent of this Plan to provide benefits to a 
classification of em ployees which the Secretary of the Treasury fi nds not to be d iscrimi natory in favor of the 
group in whose favor discrimination may not occur under Code Section 1 25 .  

( b )  25% concentration test. I t  i s  the intent of this Plan not t o  provide qual ified benefits as 
defi ned under Code Section 1 25 to Key Employees in amounts that exceed 25% of the aggregate of such 
Benefits provided for al l  E l igible Employees under the Plan.  For purposes of the preced ing sentence, 
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qual ified benefits shall not include benefits which (without regard to this paragraph) are i ncl ud ib le in gross 
income. 

(c) Adjustment to avoid test fai l u re .  If the Admin istrator deems it necessary to avoid 
d iscrim ination or possible taxation to Key Employees or a group of em ployees i n  whose favor discrimination 
may not occur in violation of Code Section 1 25 ,  it may, but shall not be requ ired to, reject any election or 
reduce contri butions or non-taxable Benefits in order to assure com pliance with the Code and regulations . 
Any act taken by the Administrator shal l  be carried out in a uniform and nondiscriminatory manner. With 
respect to any affected Participant who has had Benefits reduced pursuant to this Section, the reduction 
shal l  be made proportionately among Health Care Flexi ble Spending Arrangement Benefits , and once a l l  
these Benefits are expended ,  proportionately among insured Benefits . Contributions which are not uti l ized to 
provide Benefits to any Participant by virtue of any admin istrative act under th is paragraph shal l  be forfeited 
and deposited into the benefit plan surpl us. 

ARTICLE V 
PARTI CIPANT ELECTIONS 

5 . 1  I NITIAL ELECTIO NS 

An Employee who m eets the el igib i l i ty requirem ents of Section 2 . 1  on the first day of, or during, a Plan Year 
may elect to participate in this Plan for all or the rem ainder of such Plan Year, provided he elects to do so on or 
before h is  effective date of participation pursuant to Section 2 .2 .  

5 . 2  SU BSEQUENT ANNUAL ELECTIONS 

Duri ng the Election Period prior to each subsequent Plan Year, each Partici pant shall be given the 
opportunity to elect, on an election of benefits form to be provided by the Administrator, which Benefit options he 
wishes to select. Any such election shall be effective for any Benefit expenses i ncurred duri ng the Plan Year which 
follows the end of the Election Period. With regard to subsequent annual elections , the fol lowing options shall apply: 

(a) A Participant or Employee who fa i led to i nit ial ly elect to participate may elect different or 
new Benefits under the Plan duri ng the E lection Period; 

(b)  A Participant may terminate his parti ci pation in the Plan by notifying the Administrator in 
writing during the Election Period that he does not want to partici pate i n  the Plan for the next Plan Year, or 
by not electing any Benefit options ;  

{c) An Employee who elects not t o  participate for the Plan Year fol lowing t h e  Election Period 
wi l l  have to wait until the next Elect ion Period before again electing to participate in the Plan. except as 
provided for in Section 5 .4 .  

5.3 FAI LURE TO ELECT 

Any Participant fai l ing to complete an election of benefits form pursuant to Section 5 .2 by the end of the 
appl icable E lection Period shall be deemed to have elected not to parti ci pate i n  the Plan for the upcom ing Plan Year. 
No further Salary Redirecti�ns shal l therefore be authorized for such subsequent Plan Year. 

5.4 CHANGE I N  STATUS 

(a) Change i n  status defi ned. Any Participant may change a Benefit election after the Plan 
Year (to which such election relates) has commenced and make new elections with respect to the remainder of 
such Plan Year if, under the facts and circumstances, the changes are necessitated by and are consistent with 
a change in status which is acceptable under rules and regulations adopted by the Department of the Treasury, 
the provisions of which are incorporated by reference. Notwithstanding anything herein to the contrary, if the 
rules and regulations confl ict, then such rules and regulations shall control .  

I n  general , a change in election is not consistent if the change in  status is the Partici pant's divorce, 
annulm ent or legal separation from a Spouse, the death of a Spouse or Dependent, or a Dependent ceasing to 
satisfy the eligibil ity requirements for coverage, and the Participant's election under the Plan is to cancel 
accident or health insurance coverage for any individual other than the one involved in such event. In addition, 
if the Participant, Spouse or Dependent gains or loses eligibi l ity for coverage, then a Participant's election 
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under the Plan to cease or decrease coverage for that individual under the Plan corresponds with that change 
in  status only if coverage for that i ndividual becomes applicable or is increased under the fam i ly m ember plan. 

Regardless of the consistency requirem ent, if the i ndividual, the individual's Spouse, or Dependent 
becomes eligible for continuation coverage under the Employer's group health plan as provided in Code 
Section 49808 or any sim ilar state law, then the individual may elect to increase payments under this Plan in 
order to pay for the continuation coverage. However, this does not apply for COBRA eligibil ity due to divorce, 
annulment or legal separation .  

Any new election shall be effective at  such t ime as the Adm inistrator shall prescribe, but not earl ier 
than the first pay period beginning after the election form is completed and returned to the Administrator. For 
the purposes of this subsection, a change in status shall only incl ude the fol lowing events or other events 
perm itted by Treasury regulations: 

( 1 )  Legal Marital Status : events that change a Parti cipant's legal marital status, including 
marriage, divorce, death of a Spouse, legal separation or annulment; 

(2) Number of Dependents: Events that change a Participant's number of Dependents, incl uding 
birth, adoption, placem ent for adoption, or death of a Dependent; 

(3) Em ploym ent Status: Any of the fol lowing events that change the employment status of the 
Participant, Spouse, or Dependent: termination or comm encement of employm ent, a strike or lockout, 
commencement or return from an unpaid leave of absence, or a change in worksite. In addition, if the 
eligibil ity conditions of this Plan or other em ployee benefit plan of the Employer of the Participant, 
Spouse, or Dependent depend on the employment status of that individual and there is a change in  
that individual's employment status with the consequence that the individual becom es (or ceases to 
be) el igible under the plan, then that change constitutes a change in employm ent under this 
subsection; 

( 4) Dependent satisfies or ceases to satisfy the eligibi l ity requirements: An event that causes the 
Partici pant's Dependent to satisfy or cease to satisfy the requirements for coverage due to attai nment 
of age, student status, or any s imi lar circumstance; and 

(5) Residency: A change in  the place of residence of the Participant, Spouse or Dependent, that 
would lead to a change in status (such as a loss of HMO coverage) . 

Notwithstanding anything in this Section to the contrary, the gain of el igibil ity or change in eligibi l ity of 
a child, as allowed under Code Sections 1 05(b) and 1 06, and guidance thereunder, shall qualify as a change in 
status .  

(b)  Special enrol lment rights. Notwithstanding subsection (a) ,  the Partici pants m ay change 
an election for group health coverage duri ng a Plan Year and make a new election that corresponds with the 
special enrol lm ent rights provided in  Code Section 9801 (f), including those authorized under the provisions 
of the Chi ldren's Health Insurance Program Reauthorization Act of 2009 (SCHIP); provided that such 
Partici pant meets the s ixty {60) day notice requ irement imposed by Code Section 9801 (f) (or such longer 
period as may be permitted by the Plan and comm unicated to Participants) .  Such change shall take place 
on a prospective basis, unless otherwise required by Code Section 9801 (f) to be retroactive. 

(c) Qual ified Medical Support Order. Notwithstanding subsection (a), in the event of a 
judgment, decree, or order ( including approval of a property sett lem ent) ("order") result ing from a divorce, 
legal separation, annulm ent, or change in legal custody which requires accident or health coverage for a 
Partici pant's chi ld ( i ncluding a foster chi ld who is a Dependent of the Participant): 

( 1 )  The Plan may change an election to provide coverage for the chi ld if the order requires 
coverage under the Participant's plan; or 

(2) The Partici pant shal l  be perm itted to change an election to cancel coverage for the chi ld if 
the order requires the former Spouse to provide coverage for such chi ld, under that individual 's plan 
and such coverage is actually provided . 

(d) Medicare or Medicaid. Notwithstand ing subsection (a), a Partici pant may change elections 
to cancel accident or health coverage for the Partici pant or the Participant's Spouse or Dependent if the 
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Participant or the Partici pant's Spouse or Dependent is enrol led in the accident or health coverage of the 
Employer and becomes entitled to coverage ( i .e., enrol led) under Part A or Part B of the Title XVI I I  of the Social 
Security Act (Medicare) or Title XIX of the Social Security Act (Medicaid), other than coverage consisting solely 
of benefits under Section 1 928 of the Social Security Act (the program for distribution of pediatric vaccines). If 
the Partici pant or the Participant's Spouse or Dependent who has been entitled to Medicaid or Medicare 
coverage loses eligibi l ity, that i ndividual may prospectively elect coverage under the Plan if a benefit package 
option under the Plan provides simi lar coverage. 

(e) Cost increase or decrease. If the cost of a Benefit provided under the Plan increases or 
decreases during a Plan Year, then the Plan shall automatically increase or decrease, as the case may be, 
the Salary Red irections of all affected Partici pants for such Benefit. Alternatively, if the cost of a benefit 
package option increases significantly, the Adm ini strator shal l perm it the affected Participants to either make 
corresponding changes in their payments or revoke their elections and, in l ieu thereof, receive on a 
prospective basis coverage under another benefit package option with simi lar coverage, or drop coverage 
prospectively if there is no benefit package option with s imi lar coverage. 

A cost increase or decrease refers to an increase or decrease in the amount of elective 
contri butions under the Plan, whether result ing from an action taken by the Participants or an action taken 
by the Employer. 

(f) Loss of coverage. If the coverage under a Benefit is significantly curtai led or ceases 
during a Plan Year, affected Participants may revoke their elections of such Benefit and, in l ieu thereof, elect 
to receive on a prospective basis coverage under another plan with s imi lar coverage, or drop coverage 
prospectively if no sim ilar coverage is offered . 

(g) Addition of a new benefit. If, during the period of coverage, a new benefit package 
option or other coverage option is added, an existing benefit package option is significantly improved, or an 
existi ng benefit package option or other coverage option is el iminated, then the affected Participants may 
elect the newly-added option, or elect another option if an option has been el im inated prospectively and 
make corresponding election changes with respect to other benefit package options provid ing simi lar 
coverage. I n  addition, those El igib le Employees who are not participati ng i n  the Plan may opt to become 
Participants and elect the new or newly improved benefit package option. 

(h) Loss of coverage under certain other plans. A Participant may make a prospective 
election change to add group health coverage for the Participant, the Participant's Spouse or Dependent if 
such i ndividual loses group health coverage sponsored by a governmental or ed ucational institution, 
induding a state chil dren's health insurance program under the Social Security Act, the Indian Health 
Service or a health program offered by an Indian tribal governm ent, a state health benefits risk pool, or a 
foreign government group health p lan.  

( i )  Change of cove rage due to change under certain other plans. A Participant may 
make a prospective election change that is on account of and corresponds with a change made under the 
plan of a Spouse's, former Spouse's or Dependent's employer if (1 ) the cafeteria plan or other benefits plan 
of the Spouse's, form er Spouse's or Dependent's em ployer perm its its partici pants to make a change; or (2) 
the cafeteria plan perm its partici pants to make an election for a period of coverage that is different from the 
period of coverage under the cafeteria plan of a Spouse's, former Spouse's or Dependent's em ployer. 

U) Health FSA cannot change due to i nsurance change. A Partici pant shal l  not be 
permitted to change an election to the Health Care Flexib le Spending Arrangement as a result of a cost or 
coverage change under any health insurance benefits. 

(k) Changes due to reduction in hours or enrollment in  an Exchange Plan. A Partici pant 
may prospectively revoke coverage under the group health plan (that is not a Health Care Flexib le Spending 
Arrangement) which provides min imum essenti al coverage (as defined i n  Code §5000A(f)( 1 )) provided the 
fol lowing conditions are m et: 

Conditions for revocation due to reduction in hours of service: 

( 1 )  The Partici pant has been reasonably expected to average at least 30 hours of service per 
week and there is a change in that Partici pant's status so that the Participant wil l  reasonably be 
expected to average less than 30 hours of service per week after the change, even if that reduction 
does not result in  the Participant ceasing to be el igib le under the group health plan; and 
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(2) The revocation of coverage under the group health plan corresponds to the i ntended 
enro l lment of the Participant, and any related individuals who cease coverage due to the 
revocation, in another plan that provides m inimum essential coverage with the new coverage 
effective no later than the first day of the second month fol lowi ng the month that includes the date 
the origi nal coverage is revoked . 

The Admin istrator may rely on the reasonable representation of the Partici pant who is reasonably expected 
to have an average of less than 30 hours of service per week for future periods that the Participant and 
related i ndividuals have enrol led or intend to enrol l in another plan that provides m inimum essential 
coverage for new coverage that is effective no later than the first day of the second month fol lowing the 
month that i ncl udes the date the origi nal coverage is revoked . 

Conditions for revocation due to enrol lment in a Qual ified Health Plan: 

( 1 )  The Participant is eligi ble for a Special Enrol lment Period to enrol l  i n  a Qual ified Health 
Plan through a Marketplace (federal or state exchange) pursuant to guidance issued by the 
Departm ent of Health and Human Services and any other appl icable guidance, or the Participant 
seeks to enrol l in a Qual ified Health Plan through a Marketplace during the Marketplace's annual 
open enrol lment period; and 

(2) The revocation of the election of coverage under the group health p lan corresponds to the 
intended enrol lm ent of the Parti ci pant and any related individuals who cease coverage due to the 
revocation in a Qual ified Health Plan through a Marketplace for new coverage that is effective 
begi nn ing no later than the day immediately fol lowing the last day of the original coverage that is 
revoked . 

The Admi nistrator may rely on the reasonable representation of a Partici pant who has an enrol lment 
opportunity for a Qualified Health Plan through a Marketplace that the Parti ci pant and related individuals 
have enrol led or intend to enroll in a Qual ified Health Plan for new coverage that is effective beginning no 
later than the day immediately fol lowing the last day of the original coverage that is revoked . 

ARTI CLE VI 
H EAL TH CARE FLEXI BLE SPENDING ARRANGEM ENT 

6 . 1  ESTAB LISHM E NT OF PLAN 

This Health Care Flexib le Spend ing Arrangem ent is intended to qualify as a m edical reimbursem ent plan 
under Code Section 1 05 and shall be interpreted i n  a manner consistent with such Code Section and the Treasury 
regulations thereunder. Partici pants who elect to part icipate in this Health Care Flexib le Spending Arrangement m ay 
submit claims for the reimbursement of Medical Expenses. All amounts reimbursed shal l  be period ical ly paid from 
amounts al located to the Health Care Flexi ble Spending Arrangem ent. Periodic payments reimburs ing Partici pants 
from the Health Care Flexible Spend ing Arrangem ent shall in no event occur less frequently than monthly. 

6.2 DEFI NITIONS 

For the purposes of this Article and the Cafeteria Plan, the terms below have the fol lowi ng meaning: 

(a) "Health Care Flexible Spending Arrangement" m eans the account establ ished for 
Participants pursuant to this Plan to which part of their Cafeteria Plan Benefit Dollars may be al located and 
from which al l a l lowable Medical Expenses incurred by a Partici pant, his or her Spouse and his or her 
Dependents may be reimbursed . 

(b)  "Highly Compensated Partici pant" means, for the purposes of this Article and 
determ in ing discrimination under Code Section 1 05(h), a participant who is: 

( 1 )  one of the 5 h ighest paid officers; 

(2) a shareholder who owns (or is considered to own applying the rules of Code Section 3 1 8) 
m ore than 1 0  percent in value of the stock of the Employer; or 
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(3) among the highest paid 25 percent of al l  Em ployees (other than exclus ions perm itted by 
Code Section 1 05(h)(3)(B) for those individuals who are not Participants). 

(c) "Medical Expenses" means any expense for m edical care with in the m eaning of the term 
"medical care" as defi ned in Code Section 2 1 3(d) and the rulings and Treasury regulations thereunder, and 
not otherwise used by the Participant as a deduction i n  determ in ing his tax l iabi l ity under the Code. "Medical 
Expenses" can be incurred by the Participant, his or her Spouse and his or her Dependents. " Incurred" 
means, with regard to Med ical Expenses , when the Participant is provided with the medical care that gives 
rise to the Med ical Expense and not when the Parti cipant is formal ly b i l led or charged for, or pays for, the 
medical care. 

A Participant may not be reimbursed for the cost of any m edicine or drug that is not "prescribed" 
within the m eaning of Code Section 1 06(f) or is not insul in .  

A Participant may not be reimbursed for the cost of other health coverage such as prem iums paid 
under plans maintained by the em ployer of the Participant's Spouse or i ndividual pol icies maintained by the 
Participant or his Spouse or Dependent. 

A Participant may not be reimbursed for "qual ified long-term care services" as defined in  Code 
Section 7702B(c). 

(d) The defi nitions of Article I are hereby incorporated by reference to the extent necessary to 
interpret and apply the provisions of this Health Care Flexi ble Spending Arrangement . 

6.3 FORFEITURES 

The amount in the Health Care Flexi ble Spend ing Arrangem ent as of the end of any Plan Year (and after the 
processing of al l  daims for such Plan Year pursuant to Section 6.7 hereof) shall be forfeited and credited to the 
benefit plan surpl us .  In  such event, the Participant shall have no further ciaim to such amount for any reason, subject 
to Section 7.2 .  

6.4 LIM ITATION ON ALLOCATIONS 

(a) Notwithstanding any provision contai ned in  this Health Care Flexib le Spending 
Arrangement to the contrary, the maximum amount of salary reductions that may be al located to the Health 
Care Flexib le Spending Arrangem ent by a Participant in or on account of any Plan Year is $2,500, as 
adjusted for increases in the cost of l iving in accordance with Code Section 1 25(i)(2). The cost of l iving 
adjustment in effect for a calendar year appl ies to any Plan Year beginning with or within such calendar 
year. The dol lar increase in effect on January 1 of any calendar year shall be effective for the Plan Year 
begi nn ing with or with in such calendar year. For any short Plan Year, the l imit  shal l  be an amount equal to 
the l im it for the calendar year in which the Plan Year begins m ultip l ied by the ratio obtai ned by dividing the 
num ber of full months in  the short Plan Year by twelve ( 1 2) .  

( b )  Participati on i n  Other Plans. Al l em ployers that are treated a s  a single em ployer under 
Code Sections 4 1 4(b), (c), or (m),  relati ng to control led groups and affi l iated service groups, are treated as a 
si ngle em ployer for purposes of the statutory l im it . If a Parti cipant participates in mu lt iple cafeteria plans 
offering Health Care Flexib le Spending Arrangem ents maintained by mem bers of a control led group or 
affi l iated service group,  the Participant's total Health Care Flexi b le Spending Arrangem ent contri butions 
under al l  of the cafeteria plans are l im ited to the statutory l imit (as adjusted) .  However, a Participant 
em ployed by two or more em ployers that are not m embers of the same control led group may elect up to the 
statutory l imit (as adj usted ) under each Employer's Health Care Flexi ble Spend ing Arrangement. 

(c) Grace Period. Paym ent of expenses from a previous year in  the first months of the next 
Plan Year, the l im it above appl ies to the Plan Year including the Grace Period. Amounts carried into the next 
Plan Year as part of the Grace Period shal l  not affect the l imit for that next Plan Year. 

6.5 NONDISCRIM I NATION REQUIREMENTS 

(a) Intent to be nondiscriminatory. It is the intent of this Health Care Flexi ble Spending 
Arrangement not to discriminate in violation of the Code and the Treasury regu lations thereunder. 
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(b) Adjustment to avoid test fai lure .  If the Admin istrator deems it necessary to avoid 
discrimination under this Health Care Flexib le Spending Arrangem ent, it may, but shall not be req uired to, 
reject any elections or reduce contributions or Benefits in  order to assure com pl iance with this Section . Any 
act taken by the Administrator under this Section shal l be carried out in a uniform and nondiscriminatory 
manner. If the Administrator decides to reject any elections or reduce contri butions or Benefits, it shal l  be 
done in the fol lowing manner. First, the Benefits designated for the Health Care Flexi b le Spend ing 
Arrangement by the m ember of the group in whose favor discrimination may not occur pursuant to Code 
Section 1 05 that elected to contri bute the highest amount to the fund for the Plan Year shall be reduced unti l 
the nondiscrimination tests set forth in this Section or the Code are satisfied , or unti l  the amount designated 
for the fund equals the amount designated for the fund by the next mem ber of the group in whose favor 
discrimination may not occur pursuant to Code Section 1 05 who has elected the second highest contri bution 
to the Health Care Flexi ble Spend ing Arrangem ent for the Plan Year. This process shal l conti nue unti l the 
nond iscrimination tests set forth i n  this Section or the Code are satisfied .  Contri butions which are not uti l ized 
to provide Benefits to any Participant by virtue of any adm inistrative act under this paragraph shall be 
forfeited and cred ited to the benefit plan surpl us. 

6.6 COORDI NATIO N  WITH CAFETERIA PLAN 

All Participants under the Cafeteria Plan are eligib le to receive Benefits under this Health Care Flexi b le 
Spend ing Arrangem ent. The enrol lment under the Cafeteria Plan shal l  constitute enrol lment under th is Health Care 
Flexib le Spending Arrangement. In addition, other matters concerning contributions, elections and the l ike shal l be 
governed by the general provisions of the Cafeteria Plan. 

6.7 HEALTH CARE FLEXIBLE SPENDI NG ARRAN GEM ENT CLAI M S  

(a) Expenses must b e  i ncurred during P l a n  Year. Al l Med ical Expenses i ncurred by a 
Participant, his or her Spouse and his or her Dependents during the Plan Year incl uding the Grace Period 
shal l  be reimbursed duri ng the Plan Year subject to Section 2.5 ,  even though the subm ission of such a claim 
occurs after his participation hereunder ceases; but provided that the Medical Expenses were incurred 
during the applicable Plan Year. Medical Expenses are treated as having been i ncurred when the Participant 
is provided with the med ical care that gives rise to the medical expenses , not when the Partici pant is 
formally b i l led or charged for, or pays for the m edical care. 

(b)  Reim bursement avai l able throughout Plan Year. The Admin istrator shall direct the 
reimbursem ent to each eligible Participant for all al lowable Medical Expenses ,  up to a maximum of the 
amount designated by the Participant for the Health Care Flexi ble Spending Arrangem ent for the Plan Year. 
Reimbursem ents shall be m ade avai lable to the Parti ci pant throughout the year without regard to the level of 
Cafeteria Plan Benefit Dollars which have been a l located to the fund at any given point in t ime. Furthermore, 
a Partici pant shall be entitled to reimbursem ents only for amounts in excess of any payments or other 
reimbursements under any health care plan covering the Partici pant and/or his Spouse or Dependents. 

(c) Payments. Reimbursem ent paym ents under this Plan shall be made directly to the 
Partici pant. However, in  the Administrator's discretion, paym ents may be made directly to the service 
provider. The appl ication for paym ent or reim bursement shal l  be made to the Administrator on an acceptable 
form within a reasonable tim e  of incurri ng the debt or paying for the service. The appl ication shal l  i ncl ude a 
written statem ent from an independent third party stating that the Medical Expense has been incurred and 
the amount of such expense. Furthermore, the Participant shal l  provide a written statement that the Medical 
Expense has not been reimbursed or is not reimbursable under any other health plan coverage and, if 
reimbursed from the Health Care Flexible Spending Arrangem ent , such amount wil l not be cla imed as a tax 
deduction. The Administrator shal l retai n a fi le  of all such applications. 

(d)  G race Period. Notwithstanding anything in  this Section to the contrary, Medical Expenses 
i ncurred duri ng the Grace Period, up to the remain ing account balance, shal l  also be deemed to have been 
incurred during the Plan Year to which the Grace Period relates . 

(e) Claims for reimbursement. Claims for the reimbursement of Med ica l  Expenses incurred 
in any Plan Year shal l  be paid as soon after a claim has been fi led as is admin istratively practicable; 
provided however, that if a Partici pant fai ls to submit a claim within 90 days after the end of the Plan Year, 
those Medical Expense claims shal l  not be considered for rei mbursement by the Adm inistrator. 

1 1  



6.8 DEBIT AND CREDIT CARDS 

Partici pants m ay, subject to a procedure establ ished by the Adm in istrator and appl ied in a uniform 
nondiscriminatory manner, use debit and/or credit (stored value) cards ("cards") provided by the Admin i strator and 
the Plan for paym ent of Medical Expenses, subject to the fol lowing terms :  

(a)  Card o n l y  for medical expenses. Each Participant issued a card shal l certify that such 
card shal l  only be used for Medical Expenses . The Partici pant shall also certify that any Medical Expense 
paid with the card has not already been reimbursed by any other plan covering health benefits and that the 
Partici pant wi l l  not seek reimbursem ent from any other plan covering health benefits . 

(b) Card issuance. Such card shal l  be issued upon the Parti cipant's Effective Date of 
Participation and reloaded for each Plan Year the Participant remains a Parti cipant in the Health Care 
Flexi ble Spending Arrangem ent . Such card shall be automatical ly cancel led upon the Participant's death or 
term ination of em ploym ent, or if such Parti ci pant has a change in status that results in the Partici pant's 
withdrawal from the Health Care Flexi b le Spending Arrangement. 

(c) Maxi m um dollar amount available. The dollar amount of coverage avai lable on the card 
shal l  be the amount elected by the Participant for the Plan Year. The maximum dol lar amount of coverage 
avai lable shal l be the m aximum amount for the Plan Year as set forth in Section 6.4 .  

{d) Only avai lable for use with certain service providers. The cards shal l  only be accepted 
by such merchants and service providers as have been approved by the Administrator fol lowing I RS 
guideli nes .  

(e) Card use. The cards sha l l  on ly  be used for Medical Expense purchases at  these 
providers, including, but not l im ited to, the fol lowing: 

( 1 )  Co-payments for doctor and other medical care; 

(2) Purchase of drugs prescribed by a health care provider, i ncluding, if permitted by the 
Admin istrator, over-the-counter medications as allowed under IRS regulations; 

(3) Purchase of medical items such as eyeglasses, syringes, crutches, etc. 

(f) Su bstantiation.  Such purchases by the cards shall be subject to substantiation by the 
Admin istrator, usual ly by submission of a receipt from a service provider descri bing the service, the date and 
the amount. The Administrator shal l  also fol low the requirements set forth in Revenue Rul ing 2003-43 and 
Notice 2006-69 . Al l charges shal l be conditional pend ing confirmation and substantiation. 

(g) Correction methods. If such purchase is later determ ined by the Admin istrator to not 
qual ify as a Medical Expense, the Admin istrator, in its discretion, shal l  use one of the following correction 
methods to make the Plan whole. Unti l the amount is repaid, the Adm inistrator shal l take further action to 
ensure that further violations of the terms of the card do not occur, up to and i ncluding denial of access to 
the card . 

{ 1 ) Repayment of the improper amount by the Participant; 

(2) Withholding the improper paym ent from the Participant's wages or other compensation to 
the extent consistent with appl icable federal or state law; 

(3) Claims substitution or offset of future claims until the amount is repaid ; and 

(4) if subsections ( 1 )  through (3) fai l to recover the amount, consistent with the Employer's 
business practices, the Employer may treat the amount as any other busi ness indebtedness . 
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7 . 1  CLAIM FOR BENEFITS 

ARTICLE VII 
BENEFITS AND RIGHTS 

(a) Insurance claims. Any claim for Benefits underwritten by Insurance Contract(s) shal l  be 
made to the Insurer. If the Insurer denies any claim ,  the Participant or beneficiary shal l  fol low the Insurer's 
claims review procedure. 

(b) Health Care Flexible Spending Arrangement claims. Any claim for Health Care Flexible 
Spending Arrangement Benefits shal l be made to the Adm inistrator. For the Health Care Flexib le Spending 
Arrangem ent, if a Participant fai ls to submit a cl aim with in 90 days after the end of the Plan Year. Any claims 
subm itted after that t ime will not be considered . If a claim under the Plan is denied in  whole or in  part, the 
Participant wi l l  receive written notification. The notification wi ll i nclude the reasons for the denial, with 
reference to the specific p rovisions of the Plan on which the denial was based , a description of any 
additional i nformation needed to process the claim and an explanation of the claims review procedure. 

(e) Forfeitures. Any balance remain ing i n  the Participant's Health Care Flexi b le Spending 
Arrangem ent as of the end of the t ime for claims reimbursement for each Plan Year and Grace Period ( if 
appl icable) and Grace Period (if appl icable) shal l  be forfeited and deposited i n  the benefit plan surp lus of the 
Em ployer pursuant to Section 6 .3, unless the Participant had made a claim for such Plan Year, in  writing, 
which has been denied or is pending; in  which event the amount of the claim shall be held in his account 
unti l the claim appeal procedures set forth above have been satisfied or the claim is paid. If any such claim 
is denied on appea l ,  the amount held beyond the end of the Plan Year shall be forfeited and credited to the 
benefit plan surplus. 

7.2 APPLI CATION O F  BENEFIT PLAN SURPLUS 

Any forfeited amounts credited to the benefit plan surplus by virtue of the fai l u re of a Participant to incur a 
qual ified expense or seek reimbursem ent in a t imely manner may, but need not be, separately accounted for after the 
close of the Plan Year (or after such further t ime specified herein for the fi l ing of claims) in  which such forfeitures 
arose. In no event shal l  such amounts be carried over to reimburse a Participant for expenses incurred during a 
subsequent Plan Year for the same or any other Benefit avai lable under the Plan ; nor shal l  amounts forfeited by a 
particular Participant be made avai lable to such Participant in any other form or manner, except as perm itted by 
Treasury regulations. Amounts i n  the benefit plan surplus shal l  be used to defray any administrative costs and 
experience losses or used to provide additional benefits under the Plan.  

8.1 PLAN ADM INISTRATION 

ARTICLE VII I  
ADM I NISTRATION 

The Employer shal l  be the Adm in istrator, unless the Employer elects otherwise. The Em ployer may appoint 
any person, including, but not l im ited to, the Employees of the Employer, to perform the duties of the Admin istrator. 
Any person so appointed shal l  signify acceptance by fi l ing acceptance in writing (or such other form as acceptable to 
both parties) with the Employer. Upon the resignation or removal of any individual performing the d uties of the 
Admin istrator, the Employer may des ignate a successor. 

If the Employer elects , the Employer shall appoi nt one or more Administrators. Any person,  including, but 
not l im ited to, the Employees of the Employer, shall be el igible to serve as an Admin istrator. Any person so appointed 
shal l  signify acceptance by fi l ing acceptance in writi ng (or such other form as acceptable to both parties) with the 
Employer. An Administrator may resign by delivering a resignation i n  writing (or such other form as acceptab le  to both 
parties) to the Employer or be removed by the Employer by del ivery of notice of removal (in writing or such other form 
as acceptable to both parties), to take effect at a date specified therein ,  or upon del ivery to the Admin istrator if no 
date is specified . The Em ployer shal l  be em powered to appoint and remove the Administrator from time to tim e  as it 
deem s necessary for the proper adm inistration of the Plan to ensure that the Plan is being operated for the excl usive 
benefit of the Employees entitled to participate i n  the Plan in  accordance with the term s of the Plan and the Code. 

The operation of the Plan shall be under the supervision of the Administrator. It shall be a principal duty of 
the Administrator to see that the Plan is carried out in  accordance with its terms,  and for the excl usive benefit of 
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Em ployees entitl ed to partici pate in the Plan . The Administrator shal l  have full power and discretion to administer the 
Plan in al l  of its detai ls and determ ine al l  questions arising in connection with the administration, interpretation, and 
appl ication of the Plan. The Administrator may establish procedures, correct any defect, supply any information, or 
reconci les any i nconsistency i n  such manner and to such extent as shal l  be deemed necessary or advisable to carry 
out the purpose of the Plan.  The Adm in istrator shal l  have all powers necessary or appropriate to accom plish the 
Admin istrator's duties under the Plan. The Adm inistrator shal l  be charged with the duties of the general admin istration 
of the Plan as set forth under the Plan . including, but not l im ited to, in addition to al l  other powers provided by this 
Plan: 

(a) To make and enforce such procedures, rules and regu lations as the Administrator deems 
necessary or proper for the efficient admin istration of the Plan; 

(b)  To interpret the provisions of the Plan, the Administrator's interpretations thereof in good 
faith to be fi nal and conclusive on all persons cl aiming benefits by operation of the Plan; 

(c) To decide al l  questions concerning the Plan and the eligibi l ity of any person to participate 
in the Plan and to receive benefits provided by operation of the Plan;  

(d) To reject elections or to l im it contributions or Benefits for certai n  h ighly com pensated 
partici pants if it deem s such to be desirable in order to avoid discrim ination under the Plan in violation of 
appl icable provisions of the Code; 

(e) To provide Employees with a reasonable notification of their benefits avai lable by 
operation of the Plan and to assist any Parti ci pant regard ing the Participant's rights, benefits or elections 
under the Plan; 

(f) To keep and maintain the Plan documents and al l other records pertaining to and 
necessary for the administration of the Plan; 

(g) To review and sett le all c laims agai nst the Plan, to approve reimbursement requests, and 
to authorize the payment of benefits if the Administrator determines such shal l  be paid if the Administrator 
decides in its discretion that the appl icant is entitled to them .  This authority specifical ly perm its the 
Admin istrator to settle disputed claims for benefits and any other di sputed claims m ade against the Plan; 

(h)  To appoint such agents, counsel, accountants. consultants . and other persons or entities 
as may be requi red to assist in administeri ng the Plan. 

Any procedure, discretionary act, interpretation or construction taken by the Admin istrator shal l be done in  a 
nond iscriminatory manner based upon uniform princi ples consistently appl ied and shal l be consistent with the i ntent 
that the Plan shal l  conti nue to comply with the terms of Code Section 1 2 5  and the Treasury regulations thereunder. 

8.2 EXAM I NATION OF RECORDS 

The Administrator shal l make avai lable to each Partici pant, Eligible Employee and any other Employee of 
the Em ployer such records as pertai n to thei r i nterest under the Plan for examination at reasonable t imes during 
normal business hours. 

8.3 PAYM ENT OF EXPENSES 

Any reasonable administrative expenses shall be paid by the Employer unless the Employer determ ines that 
administrative costs shal l be borne by the Parti cipants under the Plan or by any Trust Fund which may be establ ished 
hereunder. The Administrator may impose reasonable conditions for paym ents, provided that such conditions shal l 
not d iscriminate i n  favor of highly compensated em ployees . 

8.4 INSURANCE CO NTRO L CLAUSE 

In the event of a confl ict between the terms of this Plan and the terms of an Insurance Contract of an 
independent third party Insurer whose product is then bei ng used i n  conj unction with this Plan, the terms of the 
Insurance Contract shall control as to those Participants receiving coverage under such Insurance Contract. For this 
purpose, the Insurance Contract shal l control in defin ing the persons el igible for insurance, the dates of thei r 
el igibi l ity, the conditions which must be satisfied to become insured , if any, the benefits Participants are entitled to 
and the circumstances under which insurance term inates . 
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8.5 I N DEM NIFICATION OF ADM INISTRATOR 

The Employer agrees to i ndem nify and to defend to the ful lest extent perm itted by law any Employee serving 
as the Administrator or as a m ember of a committee designated as Admin istrator ( i nclud ing any Employee or form er 
Employee who previously served as Admin istrator or as a member of such committee) agai nst al l  l iabi l ities, dam ages, 
costs and expenses ( including attorney's fees and amounts paid in sett lement of any claims approved by the 
Employer) occasioned by any act or omission to act i n  connection with the Plan, if such act or omission is in  good 
fa ith. 

9.1 AM ENDM ENT 

ARTICLE IX 
AM ENDM ENT OR TERM INATION OF PLAN 

The Employer, at any t ime or from time to t ime, may am end any or all of the provisions of the Plan without 
the consent of any Employee or Parti cipant. No am endment shal l  have the effect of modifying any benefit election of 
any Participant in  effect at the tim e of such amendment, unless such amendment is made to comply with Federal ,  
state or local laws, statutes or regulations. 

9.2 TERM I NATION 

The Employer reserves the right to term inate this Plan, in  whole or i n  part, at any t im e. In  the event the Plan 
is  terminated, no further contri butions shal l be made. Benefits under any Insurance Contract shal l be paid in 
accordance with the term s of the Insurance Contract. 

No further additions shal l  be made to the Health Care Flexi ble Spend ing Arrangement, but a l l  paym ents 
from such fund shal l  continue to be made accordi ng to the elections in effect unt i l  90 days after the termination date 
of the Plan. Any amounts rem aining in any such fund or account as of the end of such period shall be forfeited and 
deposi ted in the benefit plan surplus after the expiration of the fi l i ng period. 

1 0 . 1  PLAN I NTERPRETATION 

ARTICLE X 
M ISCELLANEOUS 

All provi sions of this Plan shall be interpreted and appl ied in a uniform , nondiscrim inatory manner .  This Plan 
shal l  be read in  i ts entirety and not severed except as provided in  Section 1 0 . 1 2 .  

1 0 .2 GENDER AND NUMBER 

Wherever any words are used herein in the mascul ine, fem inine or neuter gender, they shal l  be construed 
as though they were also used i n  another gender i n  all cases where they wou ld so apply, and whenever any words 
are used herei n in the si ngular or pl ural form, they shall be construed as though they were also used i n  the other form 
i n  al l  cases where they wou ld so apply. 

1 0 . 3  WRITTEN DO CUMENT 

This Plan, in  conjunction with any separate written docum ent which may be required by law, is intended to 
satisfy the written Plan requirem ent of Code Section 125 and any Treasury regu lations thereunder relati ng to 
cafeteria plans. 

1 0 .4 EXCLUSIVE BENEFIT 

This Plan shal l  be maintained for the exclus ive benefit of the Employees who partici pate i n  the Plan. 

1 0 . 5  PARTICI PANT'S RIGHTS 

This Plan shall not be deem ed to constitute an em ployment contract between the Employer and any 
Participant or to be a consideration or an inducement for the employment of any Participant or Employee. Noth ing 
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contained i n  this Plan shall be deemed to give any Participant or Employee the right to be retai ned in the service of 
the Em ployer or to interfere with the right of the Employer to discharge any Participant or Employee at any tim e 
regard less of the effect which such discharge shal l  have upon h im as a Participant of this Plan. 

1 0 .6 ACTION BY THE EMPLOYER 

Whenever the Employer under the terms of the Plan is permitted or requ ired to do or perform any act or 
matter or thing, it shal l  be done and performed by a person duly authorized by its legal ly constituted authority. 

1 0 .7 EM PLOYER'S PROTECTIVE CLAUSES 

(a) Insurance purchase. Upon the fai lure of either the Participant or the Employer to obta in 
the insurance contem plated by this Plan (whether as a result of negligence, gross neglect or otherwise), the 
Participant's Benefits shal l  be l im ited to the insurance prem i um(s), i f  any,  that rem ained unpaid for the period 
in question and the actual insurance proceeds ,  if any, received by the Employer or the Part icipant as a result 
of the Participant's claim . 

(b)  Val idity of insurance contract. The Employer shal l not be responsible for the val idity of 
any Insurance Contract issued hereunder or for the fai lure on the part of the Insurer to make payments 
provided for under any I nsurance Contract. Once insurance is appl ied for or obtai ned , the Employer shal l  not 
be l iable for any loss which may result from the fai l ure to pay Prem iums to the extent Premium notices are 
not received by the Employer. 

1 0 .8 NO GUARANTEE OF TAX CONSEQUENCES 

Neither the Adm inistrator nor the Employer makes any commitm ent or guarantee that any amounts paid to 
or for the benefit of a Participant under the Plan wil l be excl udable from the Participant's gross income for federal or 
state income tax purposes , or that any other federal or state tax treatment wi ll apply to or be avai lable to any 
Participant. It shall be the obl igation of each Parti ci pant to determine whether each payment under the Plan is 
excludable from the Participant's gross incom e for federal and state incom e tax purposes , and to notify the Employer 
if the Participant has reason to believe that any such payment is not so excl udable. Notwithstanding the foregoing, 
the rights of Partici pants under this Plan shall be legally enforceable. 

1 0 .9 I NDEM NIFICATION OF EMPLOYER BY PARTI CIPANTS 

If any Participant receives one or more payments or reimbursements under the Plan that are not for a 
perm itted Benefit. such Partici pant shal l  indem nify and reim burse the Employer for any l iabi l ity it may incur for fail ure 
to withhold federal or state income tax or Social Security tax from such payments or reimbursements . However, such 
i ndem nification and reimbursement shall not exceed the amount of additional federal and state i ncom e tax (plus any 
penalties) that the Participant would have owed if the paym ents or reimbursem ents had been made to the Partici pant 
as regular cash compensation ,  plus the Participant's share of any Social Security tax that would have been paid on 
such compensation ,  less any such additional incom e and Social Security tax actually paid by the Participant. 

1 0 . 1 0  FUNDING 

Unless otherwise requi red by law, contributions to the Plan need not be placed i n  trust or dedicated to a 
specific Benefit, but may instead be cons idered general assets of the Employer. Furtherm ore, and unless otherwise 
requi red by law, nothing herein shal l be construed to require the Employer or the Admin istrator to maintain any fund 
or segregate any amount for the benefit of any Participant, and no Participant or other person shal l have any claim 
against, right to, or security or other interest in ,  any fund , account or asset of the Employer from which any payment 
under the Plan may be m ade. 

1 0 . 1 1  GOVERNING LAW 

This Plan is governed by the Code and the Treasury regulations issued thereunder (as they might be 
am ended from time to tim e) .  In no event shall the Employer guarantee the favorable tax treatment sought by this 
Plan. To the extent not preempted by Federal law, the provisions of this Plan shall be construed ,  enforced and 
admi nistered according to the laws of the State of Texas. 
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1 0 . 1 2  SEVERABI LITY 

If any provision of the Plan is held invalid or unenforceable, its invalidity or unenforceabi l ity shal l  not affect 
any other provisions of the Plan, and the Plan shall be construed and enforced as if such provision had not been 
incl uded herei n .  

1 0 . 1 3  CAPTIONS 

The captions contained herein are inserted only as a matter of convenience and for reference, and in no way 
defi ne, l im it, enlarge or describe the scope or i ntent of the Plan, nor in any way shal l affect the Plan or the 
construction of any provision thereof. 

1 0.14 CONTIN UATION OF COVERAG E (COBRA) 

Notwithstanding anything in the Plan to the contrary, in the event any benefit under this Plan subject to the 
continuation coverage requirement of Code Section 49808 becomes unavai lable, each Participant wi l l  be entitled to 
continuation coverage as prescribed i n  Code Section 49808, and related regulations. This Section shal l  only apply if 
the Employer em ploys at least twenty (20) employees on more than 50% of i ts typical business days i n  the previous 
calendar year. 

1 0 . 1 5  FAM I LY AND ME DICAL LEAVE ACT (FM LA) 

Notwithstanding anything in the Plan to the contrary, in the event any benefit under this Plan becomes 
subject to the requirem ents of the Family and Medical Leave Act and regulations thereunder, this Plan shall be 
operated in accordance with Regu lation 1 . 1 25-3. 

1 0 . 1 6  H EALTH INSURANCE PORTABI LITY AND ACCO U NTABI LITY ACT (HI PAA) 

Notwithstanding anything in this Plan to the contrary, this Plan shall be operated in accordance with HI PAA and 
regulations thereunder. 

1 0 . 1 7  UNIFORMED SERVICES EM PLOYM ENT AND REEM PLOYM ENT RIGHTS ACT (USERRA) 

Notwithstanding any provision of this Plan to the contrary, contributions, benefits and service credit with respect 
to qualified mi l itary service shall be provided in accordance with the Uniform Services Employm ent And Reem ployment 
Rights Act (USERRA) and the regulations thereunder. 

1 0 . 1 8  COMPLIANCE WITH HI PAA PRIVACY STANDARDS 

(a) Appl icati on. If any benefits under this Cafeteria Plan are subject to the Standards for 
Privacy of I ndividual ly Identifiable Health I nformation (45 CFR Part 1 64, the "Privacy Standards"), then this 
Section shall apply. 

(b) Disclosure of PHI. The Plan shall not disclose Protected Health I nformation to any 
member of the Employer's workforce unless each of the conditions set out in  this Section are met. 
"Protected Health I nformation" shall have the same definition as set forth i n  the Privacy Standards but 
general ly shal l  m ean individual ly identifiable information about the past, present or future physical or mental 
health or condition of an individual, incl uding genetic inform ation and i nformation about treatm ent or 
payment for treatm ent. 

(c) PHI disclosed for adm i nistrative purposes. Protected Health I nformation disclosed to 
m embers of the Employer's workforce shall be used or disclosed by them only for purposes of Plan 
administrative functions. The Plan's administrative functions shall i nclude all Plan payment functions and 
health care operations. The terms "payment" and "health care operations" shall have the same definitions as 
set out in  the Privacy Standards, but the term "payment" general ly shall mean activities taken to determine 
or fulfi l l  Plan responsibi l i ties with respect to el igibi l ity, coverage, provision of benefits, or reim bursem ent for 
health care. Protected Health Information that consists of genetic i nformation wi l l  not be used or disclosed 
for underwrit ing purposes . 

(d) PHI disclosed to certai n workforce members. The Plan shal l disclose Protected Health 
I nformation only to m em bers of the Em ployer's workforce who are designated and authorized to receive 
such Protected Health I nformation, and only to the extent and in the m inimum amount necessary for that 
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person to perform his or her duties with respect to the Plan. "Mem bers of the Employer's workforce" shal l  
refer to al l  em ployees and other persons under the control of the Employer. The Em ployer shal l  keep an 
updated l ist of those authorized to receive Protected Health Information.  

( 1 )  An authorized m em ber of the Employer's workforce who receives Protected Health 
I nformation shall use or disclose the Protected Health I nformation only to the extent necessary to 
perform his or her duties with respect to the Plan. 

(2) I n  the event that any member of the Employer's workforce uses or discloses Protected 
Health I nformation other than as permitted by this Section and the Privacy Standards, the incident 
shal l  be reported to the Plan's privacy officia l .  The privacy official shal l take appropriate action, 
incl ud ing: 

( i )  investigation of the incident to determ ine whether the breach occurred 
inadvertently, through negligence or del iberately; whether there is a pattern of breaches; 
and the degree of harm caused by the breach; 

( i i )  appropriate sanctions agai nst the persons causing the breach which, depending 
upon the nature of the breach, may incl ude oral or written reprimand, additional trai ning, or 
terminat ion of em ployment; 

( i i i )  m itigation of any harm caused by the breach, to the extent practicable; and 

(iv) documentation of the incident and al l actions taken to resolve the issue and 
m itigate any damages . 

(e) Certification. The Em ployer m ust provide certification to the Plan that it agrees to: 

( 1 )  Not use or further disclose the i nformation other than as permitted or req ui red by the Plan 
documents or as required by law; 

(2) Ensure that any agent or subcontractor, to whom it provides Protected Health I nformation 
received from the Plan, agrees to the same restrictions and conditions that apply to the Employer 
with respect to such information; 

(3) Not use or disclose Protected Health I nformat ion for em ployment-rel ated actions and 
deci sions or i n  connection with any other benefit or employee benefit plan of the Employer; 

(4) Report to the Plan any use or disclosure of the Protected Health I nformation of which it 
becomes aware that is inconsistent with the uses or disclosures perm itted by this Section, or 
requi red by law; 

(5) Make avai lable Protected Health Information to individual Plan m embers in accordance 
with Section 1 64.524 of the Privacy Standards; 

(6) Make avai lable Protected Health Information for amendment by i ndividual Plan mem bers 
and incorporate any amendments to Protected Health I nformation in accordance with 
Section 1 64.526 of the Privacy Standards; 

(7) Make avai lable the Protected Health I nformation required to provide an accounting of 
d isclosures to individual Plan m em bers in accordance with Section 1 64.528 of the Privacy 
Standards; 

(8) Make its i nternal practices, books and records relating to the use and disclosure of 
Protected Health I nformation received from the Plan avai lable to the Department of Health and 
Human Services for purposes of determ in ing com pli ance by the Plan with the Privacy Standards; 

(9) If feasib le, return or destroy al l Protected Health I nform ation received from the Plan that 
the Employer sti l l  maintains in any form, and retai n no copies of such information when no longer 
needed for the purpose for which d isclosure was made, except that, if such return or destruction is 
not feasible, l im it further uses and disclosures to those purposes that make the return or 
destruction of the information infeasible; and 

1 8  



( 1 0) Ensure the adequate separation between the Plan and m em bers of the Employer's 
workforce, as requi red by Section 1 64 .504(f)(2)(i i i )  of the Privacy Standards and set out in ( d) 
above. 

1 0 . 1 9  COMPLIANCE WITH HI PAA ELECTRONIC SECURITY STANDARDS 

Under the Security Standards for the Protection of Electronic Protected Health I nformation (45 CFR Part 
1 64 .300 et. seq . ,  the "Security Standards") :  

(a) Im plementation. The Employer agrees to implem ent reasonab le  and appropriate 
admi nistrative, physical and technical safeguards to protect the confidential ity, integrity and avai labi l ity of 
Electronic Protected Health I nformation that the Employer creates , maintains or  transm its on behalf of the 
Plan. "E lectronic Protected Health I nformation" shall have the same definition as set out in the Security 
Standards, but general ly shal l mean Protected Health I nformation that is transm itted by or maintai ned in  
electronic m edia.  

(b)  Agents or subcontractors shal l  meet security stand ards. The Employer shal l  ensure 
that any agent or subcontractor to whom it provides Electronic Protected Health I nformation shall agree, in  
writ ing, to imp lement reasonable and appropri ate security m easures to protect the Electronic Protected 
Health I nformation. 

(c) Employer shall  ensure security sta ndards. The Employer shal l  ensure that reasonable 
and appropriate security measures are implemented to comply with the conditions and requi rements set 
forth in Section 1 0 . 1 8 . 

1 0 .20 M ENTAL H EAL TH PARITY AND ADDICTION EQUITY ACT 

Notwithstanding anythi ng in the Plan to the contrary, the Plan will comply with the Mental Health Parity and 
Addiction Equity Act. 

1 0 .21 G ENETI C INFORMATION NONDISCRIM INATION ACT (GINA) 

Notwithstanding anything in the Plan to the contrary, the Plan wil l comply with the Genetic I nformation 
Nondiscrimination Act. 

1 0 .22 WOM EN'S H EALTH AND CANCER RIGHTS ACT 

Notwithstanding anything in the Plan to the contrary, the Plan wil l comply with the Women's Health and 
Cancer Rights Act of 1 998. 

1 0 .23 NEWBO RNS' AND M OTHERS' HEAL TH PROTECTION ACT 

Notwithstanding anything in  the Plan to the contrary, the Plan wil l comply with the Newborns' and Mothers' 
Health Protection Act. 
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ADO PTI NG RESO LUTION 

The unders igned authorized rep resentative of  San Jac' nto River Authority the Employer) hereby certifies that the 
fo l l owi ng resolut ions were duly adopted by the Employer on � , and that such resolutions have not 
been modified or rescin d ed as of the date hereof: 

RESOLVE D ,  that the form of amended Cafeter ia Plan inc lud ing a Health Care Flexi b l e  Spend i ng Arra ngem ent effective 
January 1 ,  20 1 8 , presented to this m eeti n g  is hereby approved and adopted and that an authorized representative of the 
Employer is  hereby authorized and d i rected to execute and del i ver to the Adm i n i strator of the Plan one or  more cou nterpa rts of 
the P lan .  

The und ersigned further certifies that attached are t rue co pies of  San Jaci nto River Authority Section 1 25 Cafete ria 
Plan and FSA as a m ended and restated , and the S u m m ary Plan Descript ion approved and adopted i n  the foregoing 
resolut ions.  
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I NTRO DUCTION 

We have am ended the "Flexi b le Benefits Plan" that we previously establ ished for you and other el igible em ployees . Under 
this Plan, you wi l l  be able to choose among certain benefits that we make avai lable. The b enefits that you may choose are 
outl ined in this Summary Plan Descri ption. We wi l l  also tell you about other important information concerni ng the am ended 
Plan, such as the ru les you must satisfy before you can joi n and the laws that protect your rights . 

One of the most im portant features of our Plan is that the benefits being offered are general ly ones that you are already 
paying for, but normal ly with money that has first been subject to income and Social Security taxes . Under our Plan, these 
same expenses wi l l  be paid for with a portion of your pay before Federal incom e or Social Security taxes are withheld. This 
means that you wi l l  pay less tax and have more money to spend and save. 

Read this Summary Plan Descri ption careful ly so that you understand the provisions of our amended Plan and the 
benefits you wi l l  receive. This SPD describes the Plan's benefits and obl igations as contai ned i n  the legal Plan document, 
which governs the operation of the Plan. The Plan document is written in much more technical and precise language. If the 
non-technical language in this SPD and the technical, legal language of the Plan document confl ict, the Plan document always 
governs . Also, if there is a confl ict between an insurance contract and either the Plan docum ent or th is Summary Plan 
Description, the insurance contract wi l l  control . If you wish to receive a copy of the legal Plan document, please contact the 
Administrator. 

This SPD describes the current provisions of the Plan which are designed to comply with appl icabl e  legal requirements. 
The Plan is subject to federal laws, such as the Internal Revenue Code and other federal and state laws which may affect your 
rights. The provisions of the Plan are subject to revision due to a change in laws or due to pronouncem ents by the I nternal 
Revenue Service ( IRS) or other federal agencies . We may also am end or term inate this Plan. If the provisions of the Plan that 
are described in this SPD change, we will notify you.  

We have attempted to answer most of the questions you may have regarding your benefits i n  the Plan.  If th is SPD does 
not answer all of your questions, please contact the Administrator (or other plan representative) . The nam e and address of the 
Admin istrator can be found in the Arti cle of th is SPD entitled "General I nformation About the Plan."  

1 .  When can I become a participant i n  the Plan? 

I 
ELIGIBI LITY 

Before you becom e a Plan m ember (referred to in this Summary Plan Descri ption as a "Participant"), there are certain 
rules which you m ust satisfy. First, you must m eet the eligibil ity requ irements and be an active em ployee. After that, the next 
step is to actual ly join the Plan on the "entry date" that we have establ ished for al l  em ployees . The "entry date" is defi ned in  
Question 3 below. You wi l l  also be required to com plete certai n appl ication forms before you can enrol l in the Plan. 

2. What are the el igibi l ity req uirements for our Plan? 

You will be el igib le to join the Plan once you have satisfied the conditions for coverage under our group m edical plan. Of 
course, if you were already a partici pant before this amendment, you wi l l  rem ain a partici pa nt. 

3. When is my entry date? 

You can join the Plan on the sam e day you can enter our group medical plan. 

4. What must I do to enroll i n  the Plan? 

Before you can join the Plan, you must complete an appl ication to participate in the Plan . The appl ication includes your 
personal choices for each of the benefits which are being offered under the Plan. You m ust also authorize us to set some of 
your earn ings aside i n  order to pay for the benefits you have elected . 

1 .  How does this Plan operate? 

II 
OPERATION 

Before the start of each Plan Year, you wi l l  be able to elect to have some of your upcoming pay contri buted to the Plan.  
These amounts wi ll be used to pay for the benefits you have chosen . The portion of your pay that is paid to the Plan is not 
subject to Federal i ncom e or Social Security taxes . In other words, this al lows you to use tax-free doll ars to pay for certai n 
kinds of benefits and expenses which you normally pay for with out-of-pocket, taxable dol lars. However, if you receive a 
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reimbursem ent for an expense under the Plan, you cannot claim a Federal i ncom e tax credit or deduction on your return . (See 
the Artide entitled "General Information About Our Plan" for the defi n ition of "Plan Year.") 

I l l  
CONTRIBUTIONS 

1 .  How m uch of m y  pay may the Employer red i rect? 

Each year, you may elect to have us contri bute on your behalf enough of your compensation to pay for the benefits that 
you elect under the Plan . These amounts wi l l  be deducted from your pay over the course of the year. 

2. What happens to contributions made to the Plan? 

Before each Plan Year begins,  you wi ll select the benefits you want and how much of the contributions should go toward 
each benefit . It is very im portant that you make these choices careful ly based on what you expect to spend on each covered 
benefit or expense during the Plan Year. Later, they wil l be used to pay for the expenses as they arise during the Plan Year. 

3. When must I decide which accounts I want to use? 

You are required by Federal law to decide before the Plan Year begins, during the election period (defi ned below). You 
must decide two things .  First, which benefits you want and, second, how m uch should go toward each benefit. 

4. When is the election period for our Plan? 

You wil l make your i nitial election on or before your entry date. (You should review Section I on El igibi l ity to better 
understand the el igibi l i ty requ irem ents and entry date. ) Then , for each fol lowing Plan Year, the election period is establ ish ed 
by the Administrator and applied uniform ly to al l  Participants. It wil l norm ally be a period of time prior to the beginning of each 
Plan Year. The Admin istrator wi ll inform you each year about the election period . (See the Article entit led "General I nformat ion 
About Our Plan" for the defi nition of Plan Year . )  

5.  M ay I change my elections during the Plan Year? 

General ly, you cannot change the elections you have made after the beginn ing of the Plan Year. However, there are 
certain l im ited situations when you can change your elections. You are permitted to change elections if you have a "change in  
status" and you make an election change that is consistent with the change i n  status .  Currently, Federal law considers the 
fol lowing events to be a change in  status : 

-- Marriage, divorce, death of a spouse, legal separation or annulment; 

-- Change in the num ber of dependents , including birth, adoption,  pl acement for adoption, or death of a dependent; 

-- Any of the fol lowing events for you,  your spouse or dependent: term ination or commencement of employment, a strike 
or lockout, comm encement or return from an unpaid leave of absence, a change in worksite, or any other change in  
em ployment status that affects el igibi l ity for benefits; 

-- One of your dependents satisfies or ceases to satisfy the requirem ents for coverage due to change in age, student 
status, or any s imilar circumstance; and 

-- A change in the place of res idence of you ,  your spouse or dependent that would lead to a change in  status , such as 
m oving out of a coverage area for insurance. 

There are detai led rules on when a change in election is deemed to be cons istent with a change in status. In addition, 
there are laws that give you rights to change health coverage for you, your spouse, or your dependents. If you change 
coverage due to rights you have under the law, then you can make a corresponding change in your elections under the Plan. If 
any of these conditions apply to you, you should contact the Administrator. 

If the cost of a benefit provided under the Plan increases or decreases during a Plan Year, then we wil l automatical ly 
increase or decrease, as the case may be,  your salary red irection election. If the cost increases significantly, you wi l l  be 
permitted to either make corresponding changes i n  your payments or revoke your election  and obtain coverage under another 
benefit package option with simi lar coverage, or revoke your election entirely. 

If the coverage under a Benefit is significantly curta i led or ceases during a Plan Year, then you may revoke your elections 
and elect to receive on a prospective basis coverage under another plan with s imi lar coverage. In addit ion, if we add a new 
coverage option or el iminate an existi ng option ,  you may elect the newly-added option (or elect another option if an option has 
been el im inated ) and make corresponding election changes to other options providing simi lar coverage. If you are not a 
Participant, you may elect to join the Plan. There are also certai n  situations when you may be able to change your elections on 
account of a change under the plan of your spouse's , former spouse's or dependent's employer. 
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These rules on change due to cost or coverage do not apply to the Health Care Flexi b le Spending Arrangement, and you 
may not change your election to the Health Care Flexi ble Spending Arrangement if you make a change due to cost or 
coverage for insurance. 

You may revoke your coverage under the em ployer's group health plan outside of our open enrol lm ent period, if your 
em ploym ent status changes from working at least 30 hours per week to less than 30 hours. This is regardless of whether the 
reduction in hours has resulted in loss of eligibi l ity. You m ust show i ntent to enroll in another health plan. 

You may also revoke your coverage under our Employer sponsored group health plan if you are el igible to obtain 
coverage through the health exchanges .  

6 .  M ay I make new elections in  future Plan Years? 

Yes, you m ay. For each new Plan Year, you may change the elections that you previously m ade. You may also choose 
not to participate in the Plan for the upcoming Plan Year. If you do not make new elections duri ng the election period before a 
new Plan Year begins, we wi l l  consider that to mean you have elected not to participate for the upcom ing Plan Year. 

1 .  Health Care Flexible Spending Arra ngement 

IV 
BENEFITS 

The Health Care Flexible Spending Arrangement enables you to pay for expenses al lowed under Sections 1 05 and 2 1 3( d) 
of the Internal Revenue Code which are not covered by our insured m edical plan and save taxes at the same time. The Health 
Care Flexib le Spending Arrangem ent al lows you to be reimbursed by the Employer for expenses incurred by you and your 
dependents. 

Drug costs, including insul in, may be reim bursed . 

You m ay be reimbursed for "over the counter" drugs only if those drugs are prescri bed for you. You may not, however, be 
reimbursed for the cost of other health care coverage maintained outside of the Plan, or for long-term care expenses . A l ist of 
covered expenses is avai lable from the Administrator. 

The most that you can contri bute to your Health Care Flexib le Spending Arrangem ent each Plan Year is $2 ,600. After 
20 1 7 , the dol lar l im it may increase for cost of l iving adjustments . 

I n  order to be reimbursed for a health care expense, you must submit to the Administrator an item ized bi l l  from the service 
provider. We will also provide you with a debit or cred it card to use to pay for medical expenses .  The Administrator will 
provide you with further detai ls .  Amounts reimbursed from the Plan may not be claimed as a deduction on your personal 
income tax return. Reimbursem ent from the fund shall be paid at least once a month. Expenses under this Plan are treated as 
being "i ncurred" when you are provided with the care that gives rise to the expenses, not when you are formally b i l led or 
charged, or you pay for the medical care. 

You may be reimbursed for expenses for any chi ld until the end of the calendar year in which the chi ld reaches age 26. A 
child is a natural child, stepchi ld, foster child, adopted child, or a chi ld placed with you for adoption.  If a chi ld gains or regains 
el igib i l ity due to these new ru les, that qual ifies as a change i n  status to change coverage. 

Newborns' and Mothers' Health Protection Act: Group health plans genera l ly may not, under Federal law, restrict benefits 
for any hospital length of stay in connection with chi ldbirth for the mother or newborn chi ld to less than 48 ho urs fol lowing a 
vagi nal delivery, or J ess than 96 hours fol lowing a cesarean section. However, Federal law generally does not prohibit the 
mother's or newborn's attending provider, after consulting with the mother, from discharging the mother or her newborn earl ier 
than 48 hours (or 96 hours as appl icable). In any case, plans and issuers may not, under Federal law, require that a provider 
obtain authorization from the plan or the issuer for prescri bing a length of stay not in excess of 48 hours (or 96 hours ). 

Women's Health and Cancer Rights Act: This plan, as required by the Women's Health and Cancer Rights Act of 1 998, 
wi l l  reimburse up to plan l im its for benefits for mastectomy-related services including reconstruction and surgery to ach ieve 
symmetry between the breasts, prostheses, and complications result ing from a mastectomy ( incl ud ing lym phedem a). Contact 
your Plan Administrator for more information. 

2. Prem ium Conversi on Benefit 

A Premium Conversion Benefit al lows you to use tax-free dol lars to pay for certain premiums under various insurance 
programs that we offer you .  These premiums include: 

-- Health care premiums under our insured group medical pl an.  
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-- Dental insurance premiums.  

-- Vision insurance prem iums. 

Under our Plan ,  we wi l l  establ ish sub-accounts for you for each different type of insurance coverage that is avai lable. 
Also, certai n l im its on the amount of coverage may apply. 

The Administrator may term inate or modify Plan benefits at any t ime, subject to the provisions of any insurance contracts 
providing benefits descri bed above. We wi ll not be l iable to you if an insurance company fai ls to provide any of the benefits 
described above. Also, your insurance will end when you leave em ployment, are no longer eligi b le under the terms of any 
insurance policies , or when insurance terminates . 

Any benefits to be provided by insurance wi l l  be provided only after ( 1 )  you have provided the Admin istrator the necessary 
informat ion to apply for insurance, and (2) the insurance is in effect for you. 

If you cover your chil dren up to age 26 under your insurance, you can pay for that coverage through the Plan. 

v 
BENEFIT PAYM ENTS 

1 .  When wil l  I receive payments from my accounts? 

Duri ng the course of the Plan Year, you may submit requests for reimbursem ent of expenses you have incurred . 
Expenses are considered "incurred" when the service is performed , not necessari ly when it is paid for. The Administrator wil l  
provide you with acceptable forms for subm itting these requests for reim bursement. I f  the request qualifies as a benefit or 
expense that the Plan has agreed to pay, you wi l l  receive a reimbursem ent paym ent soon thereafter. Remember, these 
reimbursem ents which are made from the Plan are general ly not subject to federal incom e  tax or withholdi ng. Nor are they 
subject to Social Security taxes . Requests for paym ent of insured benefits should be m ade directly to the insurer. 

2. What happens if  I don't spend all Plan contri butions during the Plan Year? 

If you have not spent all the amounts in your Health Care Flexi ble Spending Arrangement by the end of the Plan Year, 
you may conti nue to incur claims for expenses during the "Grace Period . "  The "Grace Period" extends 2 1 /2 months after the 
end of the Plan Year, during which t ime you can continue to incur cl aims and use up all amounts remaining in your Health 
Care Flexib le Spending Arrangem ent. 

Any monies left at the end of the Plan Year and the Grace Period wi l l  be forfeited . Obviously, q ual ifying expenses that you 
incur late in the Plan Year or duri ng the Grace Period for which you seek reim bursem ent after the end of such Plan Year and 
Grace Period will be paid first before any amount is forfeited . For the Health Care Flexi ble Spend ing Arrangement, you must 
submit claims no later than 90 days after the end of the Plan Year. Because it is possible that you might forfeit amounts in the 
Plan if you do not fu l ly use the contri butions that have been made, it is im portant that you decide how m uch to place in  each 
account careful ly and conservatively. Rem em ber, you m ust decide which benefits you want to contri bute to and how much to 
place in each account before the Plan Year begins. You want to be as certain as you can that the amount you decide to place 
in each account wi l l  be used up entirely. 

3. Fam ily and Medical Leave Act (FMLA) 

If you take leave under the Fam ily and Medical Leave Act , you may revoke or change your existing elections for health 
insurance and the Health Care Flexible Spending Arrangem ent. If your coverage in these benefits terminates, due to your 
revocation of the benefit whi le  on leave or due to your non-payment of contri butions, you wi ll be permitted to rei nstate coverage 
for the remaining part of the Plan Year upon your return. For the Health Care Flexible Spending Arrangement, you may continue 
your coverage or you m ay revoke your coverage and resume it when you return. You can resume your coverage at its original 
level and make payments for the time that you are on leave. For exam ple, if you elect $1 ,200 for the year and are out on leave for 
3 months, then return and elect to resume your coverage at that level , your remaining payments wi ll be increased to cover the 
difference - from $ 1 00 per month to $ 1 50 per month . Alternatively your maximum amount will be red uced proportionately for the 
time that you were gone. For example, if you elect $1 ,200 for the year and are out on leave for 3 months, your amount wi l l  be 
reduced to $900. The expenses you incur during the time you are not in the Health Care Flexible Spending Arrangement are not 
reimbursable. 

If you conti nue your coverage during your unpaid leave, you may pre-pay for the coverage, you may pay for your coverage 
on an after-tax basis whi le you are on leave, or you and your Employer m ay arrange a schedule for you to "catch up" your 
payments when you return. 
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4. U niformed Services Employment and Reemployment Rights Act ( USERRA) 

If you are going into or returning from mil itary service, you may have special rights to health care coverage under your Health 
Care Fl exible Spending Arrangement under the Uniformed Services Employment and Reemploym ent Rights Act of 1 994. These 
rights can i nclude extended health care coverage. If you may be affected by this law, ask your Administrator for further detai ls. 

5. What happens if I terminate employment? 

If you term inate employment during the Plan Year, your right to benefits wi l l  be determ ined in  the fol lowing manner: 

(a} You wil l rem ain covered by insurance, but only for the period for which premiums have been paid prior to your 
term ination of em ploym ent. 

(b} For health benefit coverage and Health Care Flexi ble Spending Arrangem ent coverage on term ination of 
em ploym ent , please see the Article entit led "Conti nuation Coverage Rights Under COBRA." Upon your termination of 
em ploym ent, your partici pation in the Health Care Flexi b le Spending Arrangem ent wil l cease, and no further salary 
red irection contri butions wil l  be contri buted on your beha lf. However, you wi l l  be able to submit claims for health care 
expenses that were incurred before the end of the period for which payments to the Health Care Flexi ble Spending 
Arrangement have al ready been made. Your further participation wi l l  be governed by "Cont inuation Coverage Rights 
Under COBRA." 

6. Wi l l  my Social Secu rity benefits be affected? 

Your Social Security benefits may be sl ightly reduced because when you receive tax-free benefits under our Plan, it 
reduces the amount of contributions that you make to the Federal Social Security system as well as our contr ibution to Social 
Security on your behalf. 

VI 
HIGHLY COMPE NSATED AND KEY EM PLOYEES 

1 .  Do l imitations apply to highly compensated empl oyees? 

Under the I nternal Revenue Code, h ighly compensated employees and key em ployees general ly are Participants who are 
officers, shareholders or highly paid .  You wi l l  be notified by the Adm i nistrator each Plan Year whether you are a highly 
com pensated em ployee or a key em ployee. 

If you are with in  these categories , the amount of contri butions and benefits for you may be l im ited so that the Plan as a 
whole does not unfairly favor those who are highly paid ,  their spouses or their dependents . Federal tax laws state that a plan 
wil l be considered to unfairly favor the key employees if they as a group receive more than 25% of al l  of the nontaxable 
benefits provi ded for under our Plan.  

Plan experience wi l l  d ictate whether contri bution l im itations on h ighly com pensated em ployees or key employees wil l 
apply. You wi l l  be notified of these l im itations if you are affected . 

VII 
PLAN ACCOUNTING 

1.  Plan Balances 

The Admin istrator will provide you with the abi l ity to view your account balance onl ine anytime during the Plan Year that 
shows your account balance. It is important review this information periodically so you understand the balance remain ing to 
pay for a benefit. Remem ber, you want to spend all the money you have designated for a particular benefit by the end of the 
Plan Year. 

VIII  
GENERAL I N FORMATION ABO UT OUR PLAN 

This Section conta ins certain general i nformation which you may need to know about the Plan. 

1.  General Plan I nformation 

San Jacinto River Authority Section 1 25 Cafeteria Plan and FSA is the name of the Plan. 

Your Employer has assigned Plan Number 50 1 to your Plan. 

The provisions of your am ended Plan become effective on January 1 ,  2018 .  Your Plan was origi nal ly effective on January 
1 ,  20 1 0 . 
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Your Plan's records are mai ntai ned on a twelve-month period of time. This is known as the Plan Year. The Plan Year 
begins on January 1 and ends on Decem ber 31 . 

2. Employer Inform ation 

Your Employer's name, address, and identification num ber are: 

San Jacinto River Authority 
PO Box 329 
Conroe, Texas 77305 
74-000561 

3. Plan Administrator Information 

The name, address and business telephone num ber of your Plan's Adm inistrator are: 

San Jacinto River Authority 
PO Box 329 
Conroe, Texas 77305 
(936) 588-31 1 1  

The Adm i nistrator keeps the records for the Plan and is responsib le for the administration of the Plan. The Adm ini strator 
wil l  also answer any questions you may have about our Plan. You may contact the Adm inistrator for any further information 
about the Plan.  

4. Service of Legal Process 

The name and address of the Plan's agent for service of legal process are: 
San Jacinto River Authority 
PO Box 329 
Conroe, Texas 77305 

5. Type of Admi nistrati on 

The type of Adm in istration is Employer Administration. 

6. Claims Submission 

Claims for expenses should be subm itted to: 

Navia Benefit Solutions, I nc. 
PO Box 53250 
Bel levue, Washington 980 1 5  

IX 
ADDITIO NAL PLAN INFORMATION 

1.  Claims Process 

You should submit all reim bursement cl a ims duri ng the Plan Year. For the Health Care Flexi ble Spending Arrangement , 
you m ust submit cla ims no later than 90 days after the end of the Plan Year. Any claims subm itted after that time wil l not be 
considered . 

Claims that are insured wi l l  be handled in accordance with procedures contained in the insurance policies. All other 
general requests should be d irected to the Administrator of our Plan. If a m edical expense claim under the Plan is denied in 
whole or in part ,  you wi l l  receive written notification. The notification will include the reasons for the denial , with reference to 
the specific provisions of the Plan on which the denial was based , a description of any additional information needed to 
process the claim and an expl anation of the claims review proced ure . .  

A level one appeal m ust be submitted with in  1 80 days of receipt of the denia l .  Any such request should be accompanied 
by documents or records i n  support of your appea l .  You may review pert inent documents and submit issues and comm ents in  
writ ing. The claims administrator wi l l  review the claim and provide, within 30 days , a written response to the appeal ( extended 
by reasonable t ime if necessary) .  I n  this response, the claims administrator wi l l  expla in the reason for the decision, with 
specific reference to the provisions of the Plan on which the deci sion is based . If you di sagree with the level one appeal 
decision you may submit a request for a level two appeal to be determined by the Employer. You m ust submit a request for a 
level two appeal withi n 60 days of receipt of the level one notice. You wi l l  be notified within  30 days after the Employer 
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receives the appeal (extended by reasonable time if necessary). The Em ployer has the exclusive right to interpret the 
appropriate plan provisions. Decisions of the Employer are conclusive and binding. 

x 
CONTINUATIO N  COVERAG E RIG HTS UNDER COBRA 

Under federal law, the Consol idated Omnibus Budget Reconci l iation Act of 1 985 (COBRA) , certain em ployees and their 
famil ies covered under health benefits under this Plan wi l l  be entitled to the opportunity to elect a temporary extension of 
health coverage (ca l led "COBRA conti nuation coverage") where coverage under the Plan wou ld otherwise end . This notice is 
intended to i nform Plan Partici pants and beneficiaries ,  in summary fashion, of their rights and obl igations under the 
conti nuation coverage provisions of COBRA, as amended and reflected in  fi nal and proposed regulations published by the 
Department of the Treasury .  This notice is intended to reflect the law and does not grant or take away any rights under the 
law. 

The Plan Adm inistrator or its designee is responsible for administering COBRA conti nuation coverage. Com plete 
instructions on COBRA, as wel l as election forms and other i nformation ,  will be provided by the Plan Adm inistrator or its 
designee to Plan Partici pants who become Qual ified Beneficiaries under COBRA. Whi le the Plan itself is not a group health 
p lan ,  it does provide health benefits. Whenever "Plan" is used in this section, it m eans any of the health benefits under thi s 
Plan i ncl uding the Health Care Flexible Spend ing Arrangem ent. 

1 .  What i s  COBRA conti nuation coverage? 

COBRA conti nuation coverage is the tem porary extension of group health plan coverage that must be offered to certain 
Plan Participants and thei r el igible fami ly members (cal led "Qual ified Beneficiaries") at group rates . The right to COBRA 
conti nuation coverage is triggered by the occurrence of a l ife event that results in the loss of coverage under the terms of the 
Plan (the "Qual ifying Event"). The coverage must be identical to the coverage that the Qual ifi ed Beneficiary had immediately 
before the Qual ifying Event, or if the coverage has been changed , the coverage m ust be identical to the coverage provided to 
s imi larly situated active em ployees who have not experienced a Qualifying Event ( in  other words, sim i larly situated 
non-COBRA beneficiaries) .  

There may be other options avai lable when you lose group health coverage. For exam ple, you may be el igible to buy an 
individual p lan through the Health Insurance Marketplace. By enrol l ing in  coverage through the Marketplace, you may qualify 
for lower costs on your monthly prem iums and lower out-of-pocket costs. Additional ly ,  you may qual ify for a 30-day special 
enrol lment period for another group health plan for which you are el igible (such as a spouse's plan), even if that plan general ly 
doesn't accept late enrol lees . 

2. Who can become a Qual ified Benefici ary? 

In general ,  a Qualified Benefici ary can be: 

(a) Any i ndividual who, on the day before a Qualifying Event, is covered under a Plan by virtue of being on that day either 
a covered Employee, the Spouse of a covered Employee, or a Dependent chi ld of a covered Employee. If, however, an 
individual who otherwise qualifies as a Qual ified Beneficiary is denied or not offered coverage under the Plan under 
ci rcumstances in which the denial or fai lure to offer constitutes a violation of appl icable law, then the individual wil l be 
considered to have had the coverage and wi l l  be considered a Qual ified Beneficiary if  that i ndividual experiences a 
Qual ifying Event. 

(b)  Any child who is born to or pl aced for adoption with a covered Em ployee during a period of COBRA conti nuation 
coverage, and any individual who is covered by the Plan as an alternate recipient under a qual ified m edical support order. 
If, however, an individual who otherwise qual ifies as a Qual ified Beneficiary is denied or not offered coverage under the 
Plan under circumstances in which the denial or fail ure to offer constitutes a violation of applicable l aw, then the i ndividual 
wi l l  be considered to have had the coverage and wi l l  be considered a Qual ified Beneficiary if that individual experiences a 
Qual ifying Event. 

The term "covered Employee" incl udes any i ndividual who is provided coverage under the Plan due to his or her 
performance of services for the em ployer sponsoring the Plan. However, this provision does not establ ish eligibi l ity of these 
individuals. El ig ib i l ity for Plan coverage shal l be determ ined in accordance with Plan El igibi lity provisions . 

An individual is not a Qualified Beneficiary if the individual's status as a covered Employee is attributable to a period in  
which the individual was a nonresident al ien who received from the individual 's Employer no earned incom e that constituted 
incom e from sources within the United States . If, on account of the preced ing reason, an individual is not a Qual ified 
Benefici ary, then a Spouse or Dependent chi ld of the individual wi l l  also not be considered a Qual ified Beneficiary by virtue of 
the relationship to the individual . 

Each Qualified Beneficiary ( including a child who is born to or placed for adoption with a covered Employee during a 
period of COBRA continuation coverage) must be offered the opportunity to make an independent election to receive COBRA 
conti nuation coverage. 
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3. What is  a Qual ifying Event? 

A Qual ifyi ng Event is any of the fol lowing if the Plan provided that the Plan partici pant would lose coverage (i .e . , cease to 
be covered under the same terms and conditions as in effect immediately before the Qualifyi ng Event) in the absence of 
COBRA conti nuation coverage: 

(a} The death of a covered Employee. 

(b}  The term ination (other than by reason of the Employee's gross m isconduct}, or reduction of hours, of a covered 
Em ployee's employm ent . 

(c) The d ivorce or legal separation of a covered Em ployee from the Employee's Spouse. If the Employee reduces or 
el im i nates the Em ployee's Spouse's Plan coverage in anticipation of a divorce or legal separation, and a d ivorce or legal 
separation later occurs , then the divorce or legal separation may be considered a Qual ifyi ng Event even though the 
Spouse's coverage was reduced or el im i nated before the divorce or legal separation. 

(d) A covered Employee's enrol lm ent i n  any part of the Medicare program . 

(e) A Dependent chi ld's ceas ing to satisfy the Plan's requ i rements for a Dependent chi ld (for example,  attai nment of the 
maximum age for dependency under the Plan). 

If the Qualifying Event causes the covered Em ployee, or the covered Spouse or a Dependent chi ld of the covered 
Em ployee, to cease to be covered under the Plan under the sam e terms and conditions as in effect immediately before the 
Qual ifying Event, the persons losi ng such coverage become Qual ified Beneficiaries under COBRA if all the other conditions of 
COBRA are also m et. For exam ple, any increase in  contri bution that must be paid by a covered Employee, or the Spouse, or a 
Dependent chi ld of the covered Employee, for coverage under the Plan that resu lts from the occurrence of one of the events 
l isted above is a loss of coverage. 

The taking of leave under the Fam ily and Medical Leave Act of 1 993, as am ended ("FMLA") does not constitute a 
Qual ifyi ng Event. A Qual ifyi ng Event wil l  occur, however, if an Employee does not return to em ploym ent at the end of the 
FMLA leave and al l  other COBRA conti nuation coverage conditions are present . If a Qual ifyi ng Event occurs, it occurs on the 
last day of FMLA leave and the appl icable maximum coverage period is measured from this date (unless coverage is lost at a 
later date and the Plan provides for the extension of the requi red periods, in which case the maximum coverage date is 
measured from the date when the coverage is lost . )  Note that the covered Employee and fami ly m embers wi l l  be entitled to 
COBRA continuation coverage even if they fai led to pay the employee portion of prem iums for coverage under the Plan duri ng 
the FMLA leave. 

4. What factors should be considered when determining to e lect COBRA conti nuation coverage? 

When considering options for health coverage, Q ual ified Benefici aries should consider: 

• Prem i ums: This plan can charge up to 1 02% of total plan premiums for COBRA coverage. other options, l i ke 
coverage on a spouse's pl an or through the Marketplace, may be less expensive. Qual ified Beneficiaries have special 
en rol lment rights under federal law (H IPAA) . They have the right to request special enrol Im ent in  another group 
health plan for which they are otherwise el igible (such as a plan sponsored by a spouse's em ployer) within 30 days 
after Plan coverage ends due to one of the Qual ifyi ng Events l isted above. 

• Provider Networks : If a Qualified Beneficiary is currently gett ing care or treatm ent for a condition ,  a change in health 
coverage m ay affect access to a particular health care provider. You may want to check to see if your current health 
care providers partici pate in  a network i n  considering options for health coverage. 

• Drug Form ularies: For Qual ified Beneficiaries taking m edication , a change in  health coverage may affect costs for 
medication - and in some cases , the medication may not be covered by another p lan.  Qual ified beneficiaries should 
check to see if current m edications are l isted in drug formularies for other health coverage. 

• Severance payments : If COBRA rights arise because the Employee has lost his job and there is a severance 
package avai lable from the em ployer, the former em ployer may have offered to pay some or all of the Employee's 
COBRA payments for a period of time. This can affect the t iming of coverage avai lable in the Marketplace. I n  this 
scenario, the Employee may want to contact the Department of Labor at 1 -866-444-3272 to discuss options. 

• Medicare Eligibi l ity: You should be aware of how COBRA coverage coord inates with Medicare el igibi l ity. If you are 
el ig ib le for Med icare at the tim e  of the Qual ifying Event, or if you will becom e el igible soon after the Qual ifying Event, 
you should know that you have 8 months to enroll i n  Medicare after your em ployment -related health coverage ends.  
Electing COBRA coverage does not extend this 8-month period .  For more i nformation, see m edicare.gov/sign-up
change-plan. 
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• Service Areas: If benefits under the Plan are l im ited to specific service or coverage areas ,  benefits may not be 
avai lable to a Qualified Beneficiary who moves out of the area . 

• Other Cost-Shari ng: In addition to prem iums or contrib utions for health coverage, the Plan requi res participants to 
pay copaym ents , deducti bles ,  coi nsurance, or other amounts as benefits are used . Qualified beneficiaries should 
check to see what the cost-sharing requi rements are for other health coverage options. For exam ple, one option may 
have m uch lower monthly premiums ,  but a much higher deducti b le and higher copayments. 

Are there other coverage opti ons besides COBRA Continuation Coverage? Yes . I nstead of enrol l i ng in COBRA 
conti nuation coverage, there may be other coverage options for Qual ified Beneficiaries through the Health Insurance 
Marketplace, Medicaid ,  or other group health plan coverage options (such as a spouse's plan) through what is cal led a 
"specia l  enrol lm ent period . "  Some of these options may cost less than COBRA conti nuation coverage. You can learn more 
about many of these options at www.healthcare.gov. 

5. What is the procedure for obtai ning COBRA continuation coverage? 

The Plan has conditioned the avai labi l ity of COBRA continuation coverage upon the timely election of such coverage. An 
election is tim ely if it is made d uri ng the election period. 

6. What i s  the election period and how long must it last? 

The election period is the t ime period within wh ich the Qual ified Beneficiary must elect COBRA conti nuation coverage 
under the Plan. The election period must begin no later than the date the Qual ified Beneficiary would lose coverage on 
account of the Qualifyi ng Event and ends 60 days after the later of the date the Qual ified Benefici ary would lose coverage on 
account of the Qualifyi ng Event or the date notice is  provided to the Qual ified Beneficiary of her or his right to elect COBRA 
cont inuation coverage. If coverage is not elected with in the 60 day period , al l  rights to elect COBRA continuation coverage a re 
forfeited . 

Note: If a covered Employee who has been term inated or experienced a reduction of hours qual ifies for a trade 
readj ustment al lowance or alternative trade adjustm ent assistance under a federal law cal led the Trade Act of 2002, as 
extended by the Trade Preferences Extension Act of 201 5, and the em ployee and his or her covered dependents have not 
elected COBRA coverage with in the normal election period , a second opportunity to elect COBRA coverage will be m ade 
avai lable for themselves and certai n fami ly mem bers , but only withi n a l im ited period of 60 days or less and only during the six 
months immediately after their group health plan coverage ended . Any person who qualifies or thinks that he or she and/or his 
or her fam ily m embers may qual ify for assistance under this special provision should contact the Plan Admin istrator or its 
designee for further i nform ation about the special second election period. If conti nuation coverage is elected under this 
extension , it wi l l  not become effective prior to the beginning of this special second election period. 

7. Is a covered Employee or Qual ified Beneficiary responsible for i nform ing the Plan Admi n istrator of the 

occurrence of a Qual ifyi ng Event? 

The Plan will offer COBRA conti nuation coverage to Qual ified Beneficiaries only after the Plan Administrator or its 
designee has been t imely notified that a Qual ifyi ng Event has occurred . The Employer (if the Employer is not the Plan 
Admin istrator) wi ll notify the Plan Adm inistrator or its designee of the Qual ifying Event within 30 days fol lowi ng the date 
coverage ends when the Qual ifyi ng Event is :  

(a)  the end of em ployment or reduction of hours of em ployment, 

(b) death of the em ployee, 

(c) commencement of a proceed ing in bankruptcy with respect to the Employer, or 

(d) entitlement of the em ployee to any part of Medicare. 

IM PORTANT: 

For the other Qual ifyi ng Events (d ivorce or legal separation of the employee and spouse or a dependent child's 

losing el igibi l ity for coverage as a dependent chi ld), you or someone on your behalf must notify the Plan 

Adm inistrator or its designee i n  writing withi n  60 days after the Qual ifyi ng Event occurs, using the procedures 

specified below. If these procedures are n ot fol lowed or if the noti ce is not provided in writi ng to the Plan 

Adm i ni strator or its designee during the 60-day notice peri od, any spouse or dependent chi l d  who l oses coverage 

will not be offered the option to elect continuation coverage. You m ust send this notice to the Plan Adm i nistrator or 

its designee. 
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NOTICE PROCEDURES: 

Any notice that you provide  m ust be in writing. Oral noti ce, including notice by telephone, is not acceptable. You m ust 
ma i l ,  fax or hand-deliver your notice to the person ,  department or fi rm l isted below, at the fo l lowing address : 

San Jacinto River Authority 
PO Box 329 

Conroe, Texas 77305 

If mai led ,  your notice must be postmarked no later than the last day of the requi red notice period. Any notice you provide 
must state: 

• the name of the plan or plans under which you lost or are losing coverage, 
• the name and address of the em ployee covered under the p lan ,  
• the name(s) and address( es) of the Qual ified Benefi ciary(ies) , and 
• the Qual ifyi ng Event and the date it happened . 

If the Qual ifying Event is a divorce or legal separatio n ,  your notice must include a copy of the divorce decree or the 
legal separation agreement. 

Be aware that there are other notice requ i rem ents in other contexts , for example,  in  order to qual ify for a disabi l ity 
extension. 

Once the Plan Adm in istrator or its designee receives timely notice that a Qual ifyi ng Event has occurred , COBRA 
cont inuation coverage wil l  be offered to each of the qual ified beneficiari es .  Each Qual ified Beneficiary wi l l  have an 
independent right to  el ect COBRA conti nuation coverage. Covered em ployees may el ect COBRA cont inuation coverage for 
their spouses, and parents m ay el ect COBRA conti nuation coverage on behalf of their ch i ldren . For each Qual ified 
Beneficiary who el ects COBRA continuation coverage, COBRA continuation coverage wi l l  beg in  on the date that plan 
coverage would otherwise have been lost. If you or your spouse or dependent chi ldren do not elect continuation coverage 
within the 60-day election period descri bed above, the right to elect cont inuation coverage wil l  be lost. 

8. Is a waiver before the e nd of the e lecti on period effective to end a Qual ified Benefici ary's electi on rig hts? 

If, during the election period , a Qual ified Beneficiary waives COBRA continuation coverage, the waiver can be revoked at 
any t ime before the end of the election period . Revocation of the waiver is an election of COBRA conti nuation coverage. 
However, if a waiver is later revoked , coverage need not be provided retroactively (that is ,  from the date of the loss of 
coverage until the waiver is revoked ) .  Waivers and revocations of waivers are considered made on the date they are sent to 
the Plan Admin istrator or its designee, as applicable. 

9. Is COBRA coverage available if a Qualified Beneficiary has other group health plan coverage or Medicare? 

Qual ified Beneficiaries who are entitled to elect COBRA continuation coverage may do so even if they are covered under 
another group health plan or are entitled to Medicare benefits on or before the date on which COBRA is elected . However, a 
Qual ified Beneficiary's COBRA coverage wil l  term inate automatical ly if, after electing COBRA, he or she becom es entitl ed to 
Med icare or becomes covered under other group health plan coverage (but only after any appl icable preexi sti ng condition 
excl usions of that other plan have been exhausted or satisfied) .  

10.  When may a Qualified Beneficiary's COBRA contin uati on coverage be terminated? 

During the election period ,  a Qual if ied Beneficiary may waive COBRA continuation coverage. Except for an i nterruption of 
coverage in  connection with a waiver, COBRA continuation coverage that has been elected for a Qual ifi ed Beneficiary must 
extend for at least the period beginning on the date of the Qual ifyi ng Event and end ing not before the earl iest of the fol lowing 
dates : 

(a) The last day of the applicable maximum coverage period. 

(b) The first day for which Tim ely Payment is not made to the Plan with respect to the Qual ified Benefici ary. 

(c) The date upon which the Employer ceases to provide any group health plan ( i ncl uding a successor plan) to any 
em ployee. 

(d) The date, after the date of the election, that the Qual ified Beneficiary first becomes entit led to Medicare (either part A 
or part B, whichever occurs earl ier) . 
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(e) In the case of a Qual ified Beneficiary entitled to a disabi l ity extension, the later of: 

( 1 )  ( i )  29 months after the date of the Qual ifyi ng Event, or ( i i )  the first day of the month that is more than 30 days 
after the date of a final determ ination under Titl e I I  or XVI of the Social Security Act that the disabled Qualified 
Beneficiary whose disabi l ity resulted in the Qual ified Beneficiary's entit lement to the disabi l ity extension is no longer 
disabled , wh ichever is earl ier; or 

(2) the end of the maximum coverage period that appl ies to the Qual ified Beneficiary without regard to the disabi l ity 
extension. 

The Plan can term inate for cause the coverage of a Qual ified Benefici ary on the same basis that the Plan terminates for 
cause the coverage of s imi larly situated non-COBRA beneficiaries ,  for exam ple, for the subm ission of a fraudulent claim . 

I n  the case of an individual who is not a Qualified Beneficiary and who is receiving coverage under the Plan solely 
because of the individual 's relationship to a Qual ified Benefi ciary, if the Plan's obl igation to make COBRA cont inuation 
coverage avai lable to the Qualified Beneficiary ceases ,  the Plan is  not obl igated to make coverage avai lable to the individua l 
who is not a Qual ifi ed Benefici ary. 

1 1 .  What are the m aximum coverage periods for COBRA continuation coverage? 

The m aximum coverage periods are based on the type of the Qual ifyi ng Event and the status of the Qual ified Beneficiary, 
as shown below. 

(a) In  the case of a Qual ifying Event that is a term ination of em ploym ent or reduction of hours of em ployment, the 
maximum coverage period ends 1 8  months after the Qual ifyi ng Event if there is not a disabi l ity extension and 29 months 
after the Qual ifyi ng Event if there is a disabi lity extension. 

(b)  I n  the case of a covered Employee's enrol lment i n  the Medicare program before experiencing a Qual ifyi ng Event that 
is a term ination of em ploym ent or reduction of hours of em ployment, the maximum coverage period for Qual ified 
Beneficiaries ends on the later of: 

( 1 )  36 months after the date the covered Employee becomes enrol led in the Medicare program . This extension does 
not apply to the covered Employee; or 

(2) 1 8  months (or 29 months, if there is a disabi lity extension) after the date of the covered Employee's term ination 
of em ploym ent or red uction of hours of em ployment. 

(c) In  the case of a Qual ified Beneficiary who is a child born to or placed for adoption with a covered Employee during a 
period of COBRA conti nuation coverage, the maximum coverage period is the maximum coverage period appl icable to 
the Qualifying Event giving rise to the period of COBRA continuation coverage during which the chi l d  was born or placed 
for adoption. 

(d) I n  the case of any other Qual ifyi ng Event than that descri bed above, the maximum coverage period ends 36 months 
after the Qual ifyi ng Event. 

1 2 .  Under what circumstances can the maximum coverage period be expanded? 

If a Qualifying Event that gives rise to an 1 8-month or 29-month maximum coverage period is fol lowed , with in  that 1 8- or 
29-month period, by a second Qualifying Event that gives rise to a 36-months maximum coverage period, the original period is 
expanded to 36 months, but only for individuals who are Qual ified Benefi ciaries at the tim e  of and with respect to both 
Qual ifyi ng Events. In no circumstance can the COBRA maximum coverage period be expanded to more than 36 months after 
the date of the first Qual ifying Event. The Plan Adm inistrator must be notified of the second qual ifyi ng event with in 60 days of 
the second qual ifying event. This notice m ust be sent to the Plan Adm inistrator or its designee i n  accordance with the 
procedures above. 

1 3 .  How does a Qualified Beneficiary become entitled to a disabil ity extension? 

A disabi lity extension wi l l  be granted if an i ndividual (whether or not the covered Employee) who is a Qual ified Beneficiary 
in connection with the Qual ifyi ng Event that is a term ination or reduction of hours of a covered Employee's emp loym ent, is 
determ ined under Title II or XVI of the Social Security Act to have been disabled at any tim e  during the first 60 days of COBRA 
conti nuation coverage. To qual ify for the disabi lity extension, the Qual ified Beneficiary must also provide the Plan 
Adm in istrator with notice of the d isabi l ity determ ination on a date that is both within 60 days after the date of the determ ination 
and before the end of the origi nal 1 8-month maxim um coverage. This noti ce must be sent to the Plan Admin istrator or its 
designee in  accordance with the procedures above. 
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14.  Does the Plan require payment for COBRA continuation cove rage? 

For any period of COBRA continuation coverage under the Plan , Qual ified Benefici aries who elect COBRA conti nuation 
coverage may be requi red to pay up to 1 02% of the appl icable prem ium and up to 1 50% of the applicable prem ium for any 
expanded period of COBRA conti nuation coverage covering a disabled Qual ified Beneficiary due to a d isabi lity extension .  
Your Plan Administrator wi l l  i nform you of the cost . The Plan wi l l  term inate a Qual ified Beneficiary's COBRA continuation 
coverage as of the first day of any period for which tim ely payment is not made. 

1 5. M u st the Plan al low paym ent for COBRA conti nuation cove rage to be made i n  monthly i nstallments? 

Yes . The Plan is also perm itted to al low for payment at other intervals .  

1 6. What is  Timely Payment for COBRA conti nuati on coverage? 

Tim ely Payment m eans a paym ent made no later than 30 days after the first day of the coverage period. Paym ent that is 
made to the Plan by a later date is also considered Tim ely Payment if either under the terms of the Plan ,  covered Em ployees 
or Qual ified Beneficiaries are allowed until that later date to pay for thei r coverage for the period or under the terms of a n  
arrangement between the Em ployer and the entity that provides Plan benefits o n  the Employer's behalf, the Employer is 
al lowed until that later date to pay for coverage of s imi larly situated non-COBRA benefici aries for the period. 

Notwithstanding the above paragraph , the Plan does not requ i re payment for any period of COBRA continuation coverage 
for a Qualified Benefici ary earl ier than 45 days after the date on which the election of COBRA conti nuation coverage is made 
for that Qual ified Beneficiary. Paym ent is considered m ade on the date on which it is postmarked to the Plan. 

If Tim ely Paym ent is made to the Plan in  an amount that is not significantly less than the amount the Plan requ ires to be 
paid for a period of coverage, then the amount paid wi ll be deem ed to satisfy the Plan's req uirem ent for the amount to be paid, 
un less the Plan notifies the Qualified Beneficiary of the amount of the defi ciency and grants a reasonable period of t ime for 
payment of the deficiency to be made. A "reasonable period of time" is 30 days after the notice is provided .  A shortfal l  in a 
Timely Payment is not sign ificant if it is no greater than the lesser of $50 or 1 0% of the requ i red amount. 

1 7 .  How i s  my partici pati on in the Health Care Flexible Spending Arrangement affected? 

You can elect to continue your partici pation in the Health Care F lexi ble Spending Arrangement for the rem ai nder of the 
Plan Year, subject to the fol lowi ng conditions. You may only continue to participate in  the Health Care Flexi b le Spending 
Arrangem ent if you have elected to contribute more money than you have taken out in cla ims.  For exam ple, if you elected to 
contribute an annual  amount of $500 and, at the t ime you term inate em ployment, you have contri buted $300 but only claimed 
$ 1 50, you may elect to conti nue coverage under the Health Care Flexi ble Spending Arrangem ent. If you elect to conti nue 
coverage, then you would be able to conti nue to receive your health reimbursements up to the $500. However, you must 
conti nue to pay for the coverage, j ust as the money has been taken out of your paycheck, b ut on an after-tax basis. The Plan 
can also charge you an extra amount (as explained above for other health benefits) to provide th is benefit. 

IF YOU HAVE QU ESTIO NS 

If you have questions about your COBRA conti nuation coverage, you should contact the Plan Admin istrator or its 
designee. For more information about your rights under ERISA, including COBRA, the Health Insurance Portabi l ity and 
Accountabil ity Act (H I PAA), and other laws affecting group health plans, contact the nearest Regional or District Office of the 
U .S .  Departm ent of Labor's Employee Benefits Security Admin istration (ESSA). Addresses and phone numbers of Regional 
and District ESSA Offices are avail able through EBSA's website at www.dol .gov/ebsa. 

KEEP YOUR PLAN ADM INISTRATOR I N FORM E D  OF ADDRESS CHAN GES 

I n  order to protect your fam ily's rights, you should keep the Plan Administrator informed of any changes in the addresses 
of fam i ly m em bers . You should also keep a copy, for your records, of any noti ces you send to the Plan Adm inistrator or its 
designee. 

XI 
SUMMARY 

The money you earn is important to you and your fami ly .  You need it to pay your  b i l ls ,  enjoy recreational activities and 
save for the future. Our Section 1 25 Cafeteria Plan and FSA wil l  help you keep more of the money you earn by loweri ng the 
amount of taxes you pay. The Plan is the result of our continu ing efforts to find ways to help you get the most for your 
earnings. 

If you have any questions, please contact the Administrator. 
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APPE NDIX I TO THE FLEXIBLE SPENDING ARRANGEMENT SUMMARY PLAN DESCRIPTION 

NOTICE OF PRIVACY PRACTICES 

THIS NOTICE DESCRIBES HOW PHI ABOUT YOU MAY BE USED AND DISCLOSED AND HOW YOU CAN GET 
ACCESS TO THIS INFORMATION PLEASE REVIEW IT CAREFULLY 

EFFECTIVE DATE OF THE PLAN 

This Notice of Privacy P ractices ("Notice") describes the legal obl igations of the Plan and your rights regarding 
your protected health i nformation ("PHI") held by the Flexible Spending Arrangement Plan (the "Plan").  PHI is 
defined by the Health Insurance Portabil ity and Accountabi l ity Act of 1 996 ("HIPAA" ) .  PHI generally means 
i nformation that is created or received by the Plan and relates to the past, present, o r  future physical or mental 
health or condition of an i ndividual;  the provision of health care to an individual;  o r  the past, present, or future 
payment for the provision of health care to an individual;  and that identifies the individual o r  for which there is a 
reasonable basis to bel ieve that the information can be used to identify the i ndividual.  PHI incl udes i nformation of 
persons l iving or deceased. 

This Notice describes how your PHI may be used or disclosed to carry out treatment, payment, or health care 
operations, or for any other purposes permitted or required by law. 

We are req uired by law to: 

• maintain the privacy of your PHI ;  

• provide you with the notice of our legal duties and privacy practices with respect to your PH I ;  and 

• fol low the terms of the Notice that is currently in effect. 

Your PHI  wil l be disclosed to certain employees of Employer who assist in administration of the Plan. These 
individuals may only use your PHI for Plan administration functions including those described below, provided they do not 
violate the provisions set forth herein. Any employee of Employer who violates the rules for handl ing PHI established herein 
wil l be subject to adverse discipl inary action. Employer wil l establ ish a mechanism for resolving privacy issues and wil l take 
prompt corrective action to  cure any violations. 

Em ploye r  may not use or disclose your PHI other than as summarized herein or as requ i red by law. Your 
PHI may not be used by Employer for any em ployment-related actions or decisions o r  in  connection with any other 
benefit or employee benefit plan of Employer. Employer m ust re port to the Plan any uses or disclosures of your 
PHI of which the Employer becomes aware that are i nconsistent with the provisions set forth herein.  

HOW WE MAY USE AND DISCLOSE YO U R  PHI 

The fol lowing categories describe different ways that we use and d isclose PHI  for purposes of Plan 
admin istration .  For each category of uses or disclosures we wil l  expl ain what we mean and try to give some examples. 
Not every use or disclosure in a category w i l l  be l isted . However, a l l  of the ways we are permitted to use a n d  disclose 
information wil l  fa l l  within one of the categories. 

For Payment (as described in  aool icable regulations) We may use and disclose PHI about you to determine el igibi l ity for 
Plan benefits, to facil itate payment for the treatment and services you receive from health care providers , to determine 
benefit responsibi l ity under the Plan, or to coord inate Plan coverage. 

For Health Care Operations (as described in appl icable regulations) We may use and disclose PHI about you for other 
Plan operations. These uses and disclosures are necessary to administer the Plan. 

To Business Associates . Su bcontractors. Brokers . and Agents We may contract with entities known as Business Associates 
to perform various functions on the Plan's behalf or to provide certain types of services. In order to perform these functions 
or to provide these services, Business Associates will receive, create, maintain,  transmit, use, and/or disclose your PHI ,  but 
only after they agree in writing to implement appropriate safeguards regard ing your PHI in  a Business Associate Agreement. 
Our Business Associates shall also require each of its subcontractors or agents to agree in writing to provisions that impose 
at least the same obl igations to protect PHI as are imposed on Business Associate by the Business Associate Agreement or 
by HI PAA. 

As Required By Law We wil l  disclose PHI about you when required to do so by federal ,  state, or local law. 

To Avert a Serious Threat to Health or Safety We may use and disclose PHI about you when necessary to prevent a 
serious threat to your health and safety or the health and safety of the public or another person. Any disclosure, however, 
would only be to someone able to help prevent the threat. 

Disclosure to Health Plan Sponsor Information may be disclosed to another health plan maintained by Employer for 
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purposes of facil itating claims payments under that plan .  In addition, PHI  may be disclosed to Employer personnel solely for 
purposes of administering benefits under the Plan. 

SPECIAL S/TUA TIONS 

Organ and Tissue Donation If you are an organ donor, we may release PHI to organizations that handle organ procurement 
or organ, eye, or tissue transplantation or to an organ donation bank, as necessary to facil itate organ or tissue donation and 
transplantation. 

Mi l itarv and Veterans If you are a member of the armed forces , we may release PHI about you as required by mil itary 
command authorities. 

Workers' Compensation We may release PHI about you for workers' compensation or similar programs. 

Public Health Risks We may disclose PHI about you for public health activities (e .g . ,  to prevent or control disease, injury, or 
disabil ity). 

Health Oversight Activities We may disclose PHI to a health overs ight agency for activities authorized by law. 

Lawsuits and Disputes If you are involved in a lawsuit or a dispute, we may disclose PHI about you in response to a court or 
administrative order. We may also disclose PHI about you in response to a subpoena, discovery request, or other lawful 
process by someone else involved in the dispute, but only if efforts have been made to tell you about the request or to obtai n 
an order protecting the information requested. 

Law Enforcement We may release PHI if asked to do so by a law enforcement official for law enforcement purposes. 

Coroners, Medical Examiners and Funeral Directors We may release PHI to a coroner or medical examiner. We may also 
release PHI about patients of the hospital to funeral di rectors as necessary to carry out their duties. 

National Security and Intel l igence Activities We may release PHI about you to authorized federal officials for intell igence, 
counterintel l igence, and other national security activities authorized by law. 

Inmates If you are an inmate of a correctional institution or under the custody of a law enforcement officia l ,  we may release 
PHI about you to the correctional institution or law enforcement official . 

Research We may d isclose your PHI for research if the individual identifiers have been removed or when an institutional 
review board or privacy board has reviewed the research proposal and established protocols to ensure the privacy of the 
requested information and approves the research . 

REQU IRED DISCLOSU RES 

Government Aud its We are required to disclose your PHI  to Health and Human Services ("HHS") in the event of an audit in 
order to determine our compliance with H IPAA. 

Disclosures to you We are required to disclose your PHI  to you. We are also requ ired, when requested , to provide you with 
an accounting of most disclosures of your PHI if the disclosure was for reasons other than for treatment, payment, or health 
care operations, and if the PHI was not disclosed pursuant to your authorization .  

YOUR RIGHTS REGARDING YOU R  P H I  

You have the following rights regard ing your PHI :  

Right to Inspect and Copy You have the right to inspect and copy PHI that may be used to make decisions about your Plan 
benefits. To inspect and copy PHI that may be used to make decisions about you, you must submit your request in  writing 
to your Human Resources Department. If the information you request is in electronic copy, and you request an electronic 
copy, we wil l provide a copy in electronic format unless the information cannot be readily produced in that format then we 
wil l work with you to come to an agreement on a different format. l f we cannot agree, we wil l provide you with a paper copy. 

If you request a copy of the information, we may charge a fee for the costs of copyi ng , mail ing or other suppl ies associated 
with your request. 

In  certa in very l imited circumstances, we may deny your request to inspect and copy. If you are denied access to PHI, you may 
request that the denial be reviewed by your Human Resources Department. 

Right to Amend If you feel that the PHI we have about you is incorrect or incomplete, you may ask us to amend the 
information. You have the right to request an amendment for as long as the information is kept by or for the Plan. 

To request an amendment, your request must be made in writing and submitted to your Human Resources Department. I n  
addition, you must provide a reason that supports your request. 

2 



We may deny your request for an amendment if it is not in writing or does not i nclude a reason to support the request. I n  
addition, we may deny your request i f  you ask  us to  amend information that: 

• Is not part of the PHI kept by or for the Plan; 

• Was not created by us ,  unless the person or entity that created the i nformation is no longer available to make the 
amendment; 

• Is not part of the information which you would be permitted to inspect and copy; or 

• Is accurate and complete. 

Right to Receive Notice of Breach You have a right to be notified upon a breach of your unsecured PHI .  

Right to an Accounting of Disclosures You have the right to request an "accounting of disclosures" of PHI  made in the six 
years prior to the date on which the accounting is requested , except for d isclosures : 

• To carry out treatment, payment and health care operations as provided in §1 64.506 ; 
• To individuals of PHI about them as provided in §1 64.502 ; 
• I ncident to a use or disclosure otherwise permitted ; 
• Pursuant to an authorization as provided in §1 64.508; 
• to persons involved in the ind ividual's care or other notification purposes as provided in §1 64.51  O ;  
• For national security or intell igence purposes as provided in § 1 64.51 2(k)(2);  
• To correctional institutions or law enforcement officials as provided in §1 64.51 2(k)(5) ;  
• As part of a l im ited data set in accordance with §1 64. 51 4(e); or 
• That occurred prior to the compliance date for the Plan. 

Please submit a written request of an accounting of d isclosures to your Human Resources Department. 

Employer must act on your request for an accounting of the d isclosures of your PHI no later than 60 days after receipt of the 
request. Employer may extend the time for providing you an accounting by no more than 30 days, but it must provide you a 
written explanation for the delay. You may request one accounting in any 1 2 -month period free of charge. Employer will 
impose a fee for each subsequent request with in the 1 2-month period . 

Right to Request Restrictions You have the right to request a restriction or l imitation on the PHI we use or disclose for 
treatment, payment, or health care operations. You also have the right to request a l imit on the PHI we disclose to someone 
involved in your care or the payment for your care, like a family member or friend. For example, you could ask that we not 
share information about a particular claim with your spouse. To request a restriction, you must make your request, in 
writing, to your Human Resources Department. We are not required to agree to your request unless you are asking us to 
restrict the use and disclosure of your PHI to a health plan for payment or health care operation purposes and such 
information you wish to restrict pertains solely to a health care item or service for which you have paid the health care 
provider "out-of-pocket" in ful l .  If we agree, we will comply with your request unless the information is needed to provide you 
with emergency treatment. 

Right to Request Confidential Communications You have the right to request that we communicate with you about your PHI 
a certa in way or at a certain location. For example, you can ask that we only contact you at work or by mail . 

To request confidential communications, you must make your request in writing to your Human Resources Department. We 
wil l not ask you the reason for your request. We wil l accommodate all requests we deem reasonable. Your request must 
specify how or where you wish to be contacted. 

Right to a Paper Copy You have a right to a paper copy of this Notice. You may ask for a copy at any time. Even if you 
have agreed to receive this Notice electronically, you are stil l entitled to a paper copy. Contact the Human Resources 
Department for a paper copy of this Notice. 

CHANGES TO THIS SUMMARY AND THE SEPARATE PRIVACY NOTICE 

We reserve the right to change this Notice of Privacy Practices that may be provided to you. We reserve the right to 
make the revised or changed Notice effective for PHI we al ready have about you as well as any information we receive in 
the future. The Notice wil l  indicate the effective date on the front page. 

COMPLAINTS 

If you believe your privacy rights have been violated , you may fi le a complaint with the Plan or with the Secretary of the 
Department of HHS.  To fi le a complaint with the Plan,  contact your Human Resources Department. All complaints must 
be submitted in writ ing. 
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You wil l  not be penal ized for fil ing a complaint. 

OTH ER USES O F  PHI 

Other uses and disclosures of PHI not covered by this Notice or the laws that apply to us wil l be made only with your written 
authorization. If you provide us with an authorization to use or disclose PHI about you, you may revoke that authorization, in  
writing, at any t ime.  If you revoke your authorization ,  we wi l l  no longer use or disclose PHI about you for the reasons 
covered by your written authorization .  We are unable to take back any disclosures we have already made with your 
authorization and that we are required to reta in our records of the care that we provided to you. 

Authorizations for Psychiatric Notes. Genetic Information. Marketing, & Sale In general ,  and subject to specific conditions, 
we wil l not use or disclose psychiatric notes without your authorization; we will not use or disclose PHI that is genetic 
information for underwriting purposes ; we will not sell your PHI ,  i .e .  receive direct or indirect payment in  exchange for your 
PHI ,  without your authorization ;  we wil l not use your PHI for marketing purposes without your authorization ; and we will not 
use or disclose your PHI for fundraising purposes unless we disclose that activity in  this Notice. 

Personal Representatives We may disclose your PHI to individuals authorized by you , or an individual designated as your 
personal representative, provided that we have received your authorization or some other Notice or documentation 
demonstrating the legal right of that individual to receive such information. Under H IPAA we do not have to disclose PHI to 
a personal representative if we have a reasonable bel ief that: 

1 )  you have been or may be subjected to domestic violence, abuse, or neglect by such person; or 
2) treating such person as your personal representative could endanger you ;  and 
3) in the exercise of professional judgment, it is not in  your best interest to treat the person as your personal representat ive. 

Spouses and other Family Members With only l imited exceptions, we will send all mail to the employee. This may incl ude 
information regarding a spouse or dependents also covered under the Plan. I nformation includes, but is not l imited to, Plan 
statements , benefit denials, and benefit debit cards and accompanying information .  
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