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Who Should Choose Your Benefits?
The Choice Account Says You Should!
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577 ACCOUNT Gives You A Choice!

Design Your Own Benefit Program

Make your paycheck
more valuable

Your Choice Account Flexible Spending plan is firmly based on the concept of CHOICE. ltis
designed to allow you to pay for the benefits of your choice with before tax dollars. By
offering The Choice Account, your employer is giving you the opportunity to "shop" for your
benefits and design the program that best meets your individual needs.

With The Choice Account, you contribute enough money from your income, before tax, to
the program to pay for the benefits you have selected. No Federal income taxes or, in most
states, state income taxes are withheld from the money you contribute for benefits. This is
called the "payroll reduction" method of paying for benefits.

Through the payroll reduction method, you can STRETCH your earnings and actually
increase your spendable income. The amount of the increase will depend on your income
tax bracket and on the amount of benefits you are able to pay through the program.

SAVE TAX DOLLARS

The Choice Account helps you take advantage of tax breaks available only through payroll
reduction programs. Without it, you would need to earn enough to pay your taxes and then
pay for your benefits with the money left over. With The Choice Account, you will be paying
for your benefits before taxes, and then you will only pay taxes on the money that is left.
You will end up with more spendable money after paying for the same benefits.

Why Do You Need To Choose Your Benefits?

Today's workforce is made up of single people, married couples, families, single parents and
various other household situations that are presenting new challenges to employers. No longer
can any employer be expected to select a single benefit program that adequately addresses the
needs of his entire workforce. The Choice Account puts important benefit decisions into your
hands, rather than having your employer make choices for you that may or may not fit your
needs.

Three Flexible Spending Accounts Have Been Set Up For You
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The Choice Account

The Choice Account gives you three separate Flexible Spending Accounts to use to reimburse
yourself for certain medical and dependent care expenses with money that you have had
deducted from your paycheck before taxes. Without these Flexible Spending Accounts, you
would need to earn enough to pay your taxes and then pay your medical and dependent day
care expenses with the money left over. But with them, you will be using money taken from
your paycheck before taxes to pay these expenses, and then you will only pay taxes on the
money that is left. You'll end up with more spendable income after paying the same expenses!



ACCOUNT #1
Tax-Free Health Premiums

ACCOUNT #2
Tax-Free Health Expense

ACCOUNT #3
Tax-Free Dependent
Day Care Expense

ACCOUNT #1A - PAYROLL DEDUCTION HEALTH PREMIUM PAYMENT

The employee-paid portion of your premiums for your company health plan(s) will continue to be
automatically deducted from your paycheck, but these deductions will now go through your
Choice Account on a tax-free basis. This will save you money on income taxes and increase
your spendable income. If you do not want this to occur automatically, you must inform your
employer, your enroller, or LFS Benefit Services.

ACCOUNT #1B - PRIVATE HEALTH PLAN PREMIUM REIMBURSEMENT

Private health premiums can be paid on a tax-free reimbursement basis through your Tax-Free
Private Health Premium Account. Eligible private premiums can include any health premiums
you pay directly for the benefit of yourself, your spouse or any of your dependents. You simply
submit a Choice Account Claim Form each time you pay an eligible private health premium for
the amount of your payment and return it to LFS with a copy of your receipt. You will then be
reimbursed for the expense with the money you contributed to your Private Health Premium
Account. This cannot include your spouse's payroll deduction premiums paid through their
employer. Reimbursement claims must be for private premiums paid for covered periods that
fall during the plan year, regardless of when the premiums are actually paid. For example - if
your plan year is January 1 through December 31, then January through December premiums
are eligible for reimbursement even if the January premium was actually paid in December of
the previous year.

The Tax-Free Health Expense Reimbursement Account allows you to reduce your taxable
earnings by using tax-free dollars to purchase health care goods and services that you would
normally buy with post-tax dollars. The money paid into this special account will go toward
paying any of your health care expenses (medical, dental, & vision) that are allowed by the IRS.
Any deductibles or out-of-pocket expenses reimbursed from your account can also be applied
toward satisfying the deductibles under your medical plan. "Out-of-pocket" expenses are any
amounts that are your responsibility, such as deductibles, co-payments and eligible expenses
for medicines, before the insurance company will pay 100% of the remaining covered charges.
Your health care reimbursement account can also be used to pay all eligible deductibles, co-
payments and eligible medicine expenses for your spouse and your dependents.

Your plan's Tax-Free Health Expense Reimbursement Account may have a maximum
contribution limitation. Please check your plan's "Just The Facts" sheet for your specific
limitations. If you should terminate your employment during the plan year you can continue to
withdraw from your Tax-Free Health Expense Account to the end of the plan year, but only to
pay expenses incurred prior to your date of termination of participation (the end of the
month in which you made your last contribution) unless you choose COBRA Continuation of
your Health Expense Reimbursement Account participation. See page 9 of this booklet for
more information about COBRA.

This account allows you to pay your dependent day care expenses, including child day care and
babysitting, with tax-free dollars. The care must be given for the purpose of allowing you, if
single, or if married, you and your spouse to be gainfully employed. Also, your contributions
may not exceed the lesser of:

[ if single, your earned income for the year,
1 if married, your or your spouse's earned income for the year,
O $5,000 (or $2,500 if married and filing a separate return).

"Dependent” is defined as anyone included as a dependent on your income tax return including
an unmarried child under the age of 13, a disabled or handicapped child, or a disabled spouse
or parent.

Day care for dependents can be given anywhere (inside the employee's home, in a center,
someone else's home or other licensed or unlicenced facility) as long as the care is given for the
purpose of allowing the employee and spouse to be gainfully employed.

At the time you enroll in the Dependent Day Care Reimbursement Account, you will need to fill
out a "Dependent Care Authorization Form". This provides LFS, the plan administrator, with
IRS required information for their files including the dependent's name and the name and Social
Security or Tax I.D. number of the care provider.
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Two dependent day care payment options are available to you:

@ Direct Reimbursement

With direct reimbursement, you pay your child care provider as usual
and retain a receipt or invoice. Then, submit a Choice Account Claim
Form with a copy of your receipt or invoice to LFS Benefit Services by
the last day of the month. Claims are processed by LFS Benefit
Services once each month. Remember, the first month of your
participation, this program will effect your cashflow as if you are paying
your child care twice. At the same time you are paying your child care
provider, your before tax deduction will be taken from your paycheck to
be available to reimburse you for your expenses the beginning of the
next month.

@ FamilyCare Vouchers

When you elect to use the voucher system, in two of your
paychecks each month you will receive a FamilyCare voucher for

Amount of Voucher

FamilyCare
i hiald Cependant Assistance Plan

| ABC COMPANY, INC.

VAUD UNTIL: 12/31/99
PLAN #: 240-000
VOUCHER #: 000000000 00

VOUCHER

ONE HUNDRED TWENTY-FIVE AND NO/100 rerseesurrrssassorrrassssonesiams e

EMPLOYEE NAME

LFS Beneft Services
1-800-227.3012

PROVIDER'S COPY

| Rvoraed Evplors Sre

"0 Copmm 10, 150 Banet Saricns

Employes Signature
A on enrofiment form)

For prompt reimbursoment  LFS Benefit Services
mall this porion (6 271 West Certios Avanue
Ananelm, CA 92305-8540

the cost of your dependent care for that period. You then give the
voucher to your child care provider and they submit it to LFS
Benefit Services for payment. It works like a money order and
keeps you from having to pay first and then wait for a
reimbursement from your FamilyCare account. You can also
submit the voucher, along with a bill or invoice from your child care
provider, for direct payment to you. LFS will process the voucher
and mail a reimbursement check to the submitting party, you or

your child care provider, within 5 days of LFS' receipt of the
voucher. Your FamilyCare account will be charged $4.00 for each
voucher issued ($8 for the month), but this cost will be
considerably less than your tax savings resulting from your
participation.

CHILD CARE
EMPLOYEE LFS
The Voucher Process: PRIDER
- N W o=m
& dd KO
Enrolls Accepts Receives
Voucher Voucher
Receives
Voucher Submits Pays Care
to LFS Provider
Pays by
Voucher

REMEMBER: Your Flex Accounts Are Each Separate Pools of Money

Each of your three Flexible Spending Accounts is a separate pool of money. Money needed to
pay child care expenses must be contributed to your Tax-Free Dependent Day Care Account,
and money needed for health care expenses, such as medical plan deductibles, must be
contributed to your Tax-Free Health Expense Account. Under no circumstances can money
contributed to one account be used to pay expenses in another. Be sure to calculate your
expenses carefully and specify them correctly on your Choice Account Enrollment Application.
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How Do The Flexible Spending Accounts Work?

Complete a Choice Account Enrollment Application indicating your desired contributions to each

ENROLL of the three Flexible Spending Accounts. Turn it in before the enrollment deadline.
PAYROLL Starting with the first paycheck of the plan year, your desired deductions will be taken from each
DEDUCTIONS paycheck.
INCUR As you incur allowable expenses, collect your bills and receipts so that you can claim them for
EXPENSES reimbursement from your account.
SUBMIT Complete a Choice Account Claim Form, staple photocopies of your bills and receipts to the
CLAIM back, and mail it to LFS Benefit Services.
RECEIVE LFS will process your claim and mail a reimbursement check within 5 working days following
CHECK receipt of the claim.

Submitting a Claim For Reimbursement

Choice Account Claim forms are available from your employer or LFS Benefit Services. You
will also receive a new claim form with each reimbursement check sent to you. The following
are instructions for correctly completing your claim form.

e

Complete Part A - Always provide your name, social security number & company name.

®

Read ALL instructions and information in Part B

®

List ALL expenses being claimed on the back of form - Also provide dates of service (date
incurred) for each expense listed. Expenses must be listed under the appropriate account to
ensure proper payment.

Q Total the expenses listed for each of the three accounts - Place totals in the appropriate
total boxes ([1], [2], & [3]) provided.

©

Carry totals [1], [2] & [3] forward to Part B

@

Sign & date Part C - Due to strict IRS regulations, it is important that you read the statement
presented in Part C and always sign and date your claim form. Unsigned forms must be
returned for signature, delaying the payment of your claim.

0 Provide a daytime phone number in Part C - Please give us your daytime phone number so
that a customer service representative can call you should we have any questions regarding
your claim. This may prevent a delay in the payment of your claim.

QU estions? If you have any questions regarding completing or submitting a claim form, please call our toll-
’ free Customer Service Helpline at 800-662-5970.
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Completing the Claim Form - An Example

During the first month of his participation in the Flexible Spending Accounts, Joe Johnson of
ABC Company, Inc. incurred total eligible expenses of $340. He paid $300 for the month to his
son's preschool, a $10 co-payment for his daughter's visit to the doctor, and $30 for prescription
medication for his daughter. He has receipts for each of these expenses and he has made
photocopies of them so that he can keep the originals for his records. Next, Joe completed a
claim form and submitted it to LFS Benefit Services for payment. Figure 3.1 shows how Joe
completed his claim form.

FIGURE 3.1

Completing a Choice Account Claim Form

Joe listed his $10 doctor visit co-payment and his $30 prescription =¥ 1592 \Dootor iusit Lo oayminr” £6.00
expense under the Health Care Expense section and totaled the
expenses in box [1].

FOR OFFICE USE ONLY  Entered: ___J. By Claim #:
—

The Account CLAIM FORM

PART . ‘ Al osime received by the LAST DAY OF THE MONTH wil be procssaed and rofacted on sistements mailed to

it on the 10th of the following month. I you wish 1o receive s mare rapid relmburasmant payment, check the

Off-Oyclo Check box below. This $5
oo i oot oo oxtant
yeur afeyct clam oxcaads he balancs i your ?ssecur,an o avcle check wil b 1ocoseod n tho amount o1
your b malndr of your claim will bo pald on the next regular payment cycle

75 EFEE [ ss.00yss o

SOCIAL SECURITY NO.

rut eon e, S2ARS07] Joseph £
o T Foet s o
company nave tow emeyer._ ABC_Lompany , /ne.
ey HOME ADDAESS: e
Reportedh: lves O ez ooe
PART B EXPENSES FOR REIMBURSEMENT

ot e Liing o Sl e o e bk of i o cury th ol o boves (1.2, and 19 o 1 o corat il boes
bolow. AL CLAIMS MUST BE UISTED, ALONG WITH THE DATE(S) OF SERVICE, ON THE BACK GF THIS FORM.

Voath plan dadustivlee, colnstance, uncovsad mecical axpandon, donta & viion
- e s 40.00

PLEASE NOTE: K your HEALTH CARE CLAIM Is targar than your curent account

HEALTH CARE
EXPENSES

balance, choose one of the following payment methods: TOTAL HEALTH CARE
D Pay monihly ab contributions are croclted to my ¢From {11 on back ot form)

T by in el wih evance fandig om . owiiuper Up 1o my contibution
commitment for the plan yoar)

DEPENDENT DAY Expensen Iﬂculud tor child care oF care M a disabled dependent 0 that you, or yau 7
DerENDEn DAY e e s s o g o
*Dependent Cuo Reimbureement Annum’ In :I-Im elighole. cmld end dependent care. 3 &l
o o

PRIVATE HEALTH Premium reimbursement for your own, your spouse's, or your dependent’s private
P et RIS S e e [

emptoger spomood paytol sdbcton promium. Your ParoN deductons o grouy  TOTAL PRIVATE PREMIUMS
hoatth lnsuranice promiums are pald on & before-tax bosls automaticaly and do not  (From [3] o back of form)
(equire a claim form.

PART C MANDATORY AUTHORIZING SIGNATURE

oy suot v abors ali axgentesfor eurserant and udetand at o 1y asponsiily to dcide at o toms sbmid re
o ofiices o ezl b evory

J— e oPrmare. oute_1 22,92

Giime Prone 771 ) 555 6555 ow /23

RETURN THIS FORM TO: LFS Benefit Services
Pleaso STAPLE COPIES of all recaipts & 271 West Cerritos Avenue, Anaheim, CA 92605-6549
invoices 1o the back of this claim form QUESTIONS? Call Customer Service: (800) 662-5970

CACLAIMF.192  FAX claim submission Is avallable at a coat of $1.00 per page {doductad from your reimbursement cheok). FAX #:(714233.6862

Joe listed his $300 child care expense for his son's tuition to =
Toyland Preschool for the month of January. He carried the Ll Bl Toy land Presetool = e uld care 300.00
$300 expense down to total box [2].

¢ Joe completed Part A of the claim form with his full name, social security
number and company name. His address has not changed since he
signed up for the plan, so he did not fill in the address portion.

« After listing all of his expenses on the back of the form, Joe carried the
totals from boxes [1] & [2] to the "Total Health Care" and "Total Dependent
Care" boxes in Part B.

« Joe signed and dated the form in Part C and provided his daytime phone
number. He then stapled the photocopies of his receipts to the back of the
form and mailed it to LFS Benefit Services.

LISTING OF CLAIMS INCURRED

List all eligible claims under the appropriate account below, including date(s) of service for each claim. Total
the claims listed under each of the three accounts and carry the three totals forward to the correct boxes.

Al dates of service must fall within the plan year against which the claim is being filed. If you are no longer
an active participant, the dates of service must be before the date on which your participation terminated

HEALTH GARE EXPENSES - Haalth plan dedustbles, so-insurance, uncovered medical erpenses, dental & vision expenses

Date nourred Incurred for (services provided) Amount

~4-92 | Preseriotipns 30.00

[1] TOTAL HEALTH GARE %0.00

DEPENDENT CARE EXPENSES - Exponsos incurrad for ofild oaro or core of & disabled dependent so that you oan woik

Date Incurred (ncurred tor (serylces provided) Amoun,

{2] TOTAL DEPENDENT CARE: 300.00

PRIVATE HEALTH PLAN PREMIUM - Promium rolmbursemant for your own, your spouse’s, of your depondant’ private health ¢overage.

Data incurred Incurced for (services provided) Amount

[3] TOTAL PRIVATE PREMIUMS: :}
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Claims Processing Schedule

Your Flexible Spending Account payroll deductions are withheld from your paychecks according
to your elections and then forwarded by your employer to LFS Benefit Services at the end of the
month in which they are deducted. During the first week of the following month, these
contributions are credited to your account. LFS will process claims received during the month
within 5 working days of their receipt of your claim. Reimbursement account statements will be
processed each month following the crediting of contributions and will be mailed to you by the
10" of the month, whether or not you have a current claim pending.

Remember, claim requests for dependent care and private premium expenses can only be
processed to the extent of your account balance at the time of the request. If your claim
exceeds the balance in your account, a reimbursement check will be processed in the amount
of your current balance and the unpaid remainder of your claim will be paid after the month's
contributions have been credited with the next regular monthly processing cycle.

Enrolling In The Flexible Spending Accounts

To enroll, fill out the Choice Account Enroliment Application completely giving your desired
monthly contributions for each of the three accounts. Also, be sure to initial the appropriate
boxes for your participation choices.

This is your only opportunity to enroll or make any changes to your contribution amounts for
this plan year, unless you experience a "family status change". A family status change is
defined as the occurrence of one of the following events:

1 Marriage

O Divorce, legal separation or annulment

d Death of a spouse or dependent child

(1 Birth or adoption of a dependent child

1 Certain employment changes: Commencement of employment (when previously
unemployed) of a spouse or covered dependent, loss of employment of the employee, spouse
or covered dependent, or significant job change (e.g. significant reduction or increase in work
hours). Also, strike, lockout or change in work site for the employee, spouse or covered
dependent.

d Change in place of Residence of the employee, spouse or covered dependent: Enroliment
change can be made only to the extent that the change of residence directly results in a
situation that would significantly affect the participant’s current benefit elections.

If a family status change makes you eligible to make a change to your enroliment you must do
so in writing by completing a new enrollment form on or before the 31st day after the occurrence
of the family status change. Your changes then take effect with the first payroll following the
later of:

[ the date of the family status change, or

d the date you make written application for the changes.

You may change your contribution amount and how your contribution is split between your three
accounts ONLY at annual plan enrollment periods or upon the occurrence of a family status
change. Otherwise, the amount you choose to contribute will be effective for the entire year.
Therefore, it is important to determine your contribution carefully and accurately.

The only clear guide to determining your contribution is your past expense history. In the
beginning, use your Flexible Spending Accounts with caution and for those items of which you
are most sure. After gaining experience using your Flexible Spending Accounts this year, your
needs will be more clear and you will be able to make even greater use of your account in the
future.
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Important Points To Remember

d "Use It or Lose It" - The IRS regulations require that any balances left in your Flexible
Spending Accounts at the end of the plan year must be FORFEITED. (If your employer
offers a claims grace period, you may have some additional time to incur and submit
expenses. Please refer to you enrollment “Just the Facts” information sheet for specific
details.) Therefore, it is very important to estimate your eligible expenses carefully! LFS
will provide statements with each reimbursement check and year-end notices to help
ensure that you use all of your money.

[ All reimbursement expenses must be incurred in the same plan year in which you
contributed to your account (with the exception of your grace period, if applicable - see
your “Just the Facts” sheet for more info). You may request reimbursement for these
expenses for two months following the end of the plan year.

[ A terminated employee can continue to withdraw from his Tax-Free Health Expense
Account to the end of the plan year, but only to pay expenses incurred prior to the
employee's date of termination of participation (the end of the month in which the last
contribution was made). COBRA Continuation can be elected by any qualifying employee
or covered dependent, but such after-tax contributions offer no tax benefit and are of little
advantage. Please refer to the COBRA Rights Notice found on page 9 for more
information regarding your COBRA Continuation Rights.

d Reimbursements from your account will always be paid directly to you - not to the provider
of services. The only exception is reimbursements for FamilyCare vouchers, which will be
processed and mailed within 5 working days to the party submitting the voucher for
reimbursement.

d You, the participant, will be responsible for answering to the IRS if you are audited. To
help you prove the eligibility of your claims, be sure to keep good records and contact your
tax advisor if you have any questions about tax deductibility or tax matters.

Examples of Expenses Eligible For Reimbursement

This is only intended to be a
partial list of some of the

categories of expenses allowed

by the IRS to be paid before
tax through Section 125
Flexible Spending Accounts.
For information on the
eligibility of any specific
expense, call the IRS at
1-800-TAX-FORM for a copy
of their Publication 502

or consult your tax advisor.
Please note that Publication
502 is not exclusively meant
as a Section 125 Flexible
Spending plan reference.

It contains references to
insurance/insured products
that are not eligible for
reimbursement through

The Choice Account Flexible
Spending Plan.
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Acupuncture

Alcoholism - the amount you pay to a treatment center for alcohol or drug addiction (can include meals and
lodging provided by the center during treatment)

Ambulance - amounts you pay for ambulance service

Artificial Limbs, Teeth

Birth Control Pills and legal abortions

Braille books and magazines - the portion in excess of price for regular editions

Chiropractic - medical expense fees you pay to a Chiropractor for medical care

Christian Science Practitioners (CSP) - medical expense fees you pay to a CSP

Crutches, Wheelchair

Deductibles and copayments for Medical and Dental services

Dental Expenses, Dentures - non-cosmetic

Diagnostic fees

Eye Examinations, Eyeglasses, Prescription Sunglasses, Contact Lenses - needed for medical
reasons

Hearing Aids

Hospital Services - including meals and lodging

Laboratory, X-Ray Fees

Medical Services - amounts you pay for medical services provided by Physicians, Surgeons, Specialists,
or other medical practitioners

Over-the-Counter and Prescription Medicines - amounts paid for prescription drugs and insulin, and well-
documented amounts paid for over-the-counter medicines for the treatment of specific ailments or
conditions.

Obstetrical Expenses, Midwife fees

Orthopedic Shoes

Oxygen

Psychiatric Care, Psychoanalysis, Psychologist - medical expenses paid to a psychiatrist,
psychoanalyst, or psychologist for medical care

Radical Keratotomy

Special Schools - payments to a special school for a mentally or physically impaired person if the main
reason for using the school is its resources for relieving the disability

Surgery, Operations

Therapy - amounts you pay for therapy you receive as medical treatment

Weight Loss or Smoking Cessation Program - ONLY IF prescribed by your doctor for the treatment of a
particular ailment (NOT for improvement of your general health)



NOTICE TO ALL COVERED EMPLOYEES AND DEPENDENTS CONCERNING
HEALTH EXPENSE REIMBURSEMENT CONTINUATION COVERAGE (COBRA)

Both you and your spouse should take the time to read this notice carefully before initially the appropriate
boxes in Notification Acknowledgment section of your enroliment form.

Availability of a Health Expense Reimbursement Continuation Under COBRA

Effective January 1, 1987 it is mandatory that your employer provide a Medical Benefits Continuation Plan
for covered employees, their spouses and children. The purpose of the Plan is to provide employees,
spouses and children who are currently covered by the group health plan the opportunity to continue such
coverage after the occurrence of an event that would otherwise have terminated or limited the coverage.
These events are known as "qualifying events" and if an employee, spouse or child is covered by the group
health plan the day before the qualifying event, he or she can elect to continue such coverage, provided
that he or she pays the premium necessary to retain the coverage.

What is a Qualifying Event?

If you are covered by the company's Health Expense Reimbursement plan and you lose your group health
coverage because of a reduction in your hours of employment or the termination of your employment (for
reasons other than gross misconduct on your part), then you have the right to choose this continuation of
coverage for a period of up to 18 months.

If you are the spouse of an employee who is covered by such a plan, you have the right to choose
continuation coverage for yourself for a period of up to 3 years (36 months) if you lose coverage under the
plan for any of the following "qualifying events":

a Death of your spouse;

a A termination of your spouse's employment (for reasons other than gross misconduct) or
reduction in your spouse's hours of employment;

a Divorce or legal separation from your spouse; or

a Your spouse becomes entitled to Medicare.

In the case of a dependent child of an employee covered by such a plan, he or she has the right to
continuation coverage for up to 3 years (36 months) if coverage under the plan is lost for any of the
following "qualifying events":

The death of the parent;

The termination of a parent's employment (for reasons other than gross misconduct) or
reduction in your parent's hours of employment;

Parents' divorce or legal separation;

A parent becomes entitled to Medicare; or

The dependent ceases to be a "dependent child" under the plan.

oood OO

Notifying Your Employer of the Occurrence of a Qualifying Event

Under this Plan, the employee or a family member has the responsibility to inform the plan
administrator of a divorce, legal separation, or a child losing dependent status under the plan within 60
days of the change in status. The company has the responsibility to notify the administrator of the
employee's death, termination of employment or reduction in hours, or Medicare entitlement within 30 days
of the change in status. Similar rights may apply to certain retirees, spouses, and dependent children if the
company commences a bankruptcy proceeding and these individuals lose coverage.
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When the administrator has been notified of the change in status, the administrator has 14 days in which to
send notification to you of the details of the right to choose continuation coverage. You then have 60 days
from the date the administrator sends the notification information to inform the plan administrator that you
want continuation coverage.

If you do not choose continuation coverage, your Health Expense Reimbursement account will become
inactive on the last day of the month in which the "qualifying event" occurs.

If you choose continuation coverage, the company is required to give you the coverage which, as of the
time coverage is being provided, is identical to the coverage provided under the plan to similarly situated
employees or family members.

How Long May | Be Covered Under COBRA Continuation Benefits?
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The law requires that you be afforded the opportunity to maintain continuation of coverage for 3 years,
unless you lost coverage because of termination of employment or reduction in hours. In that case, the
required continuation coverage period is 18 months. This 18 months may be extended to 36 months from
termination of employment if other events (such as a death, divorce, legal separation, or Medicare
entitlement) occur during that 18 month period.

The 18 months may be extended to 29 months if an individual is determined to be disabled (for Social
Security disability purposes) and the administrator is notified of that determination within 60 days. The
affected individual must also notify the administrator within 30 days of any final determination that
the individual is no longer disabled. In no event will continuation coverage last beyond 3 years from the
date of the event that originally made a qualified beneficiary eligible to elect coverage.

However, the law also provides that your continuation coverage may be cut short for any of the following
five reasons:

(2) The company no longer provides group health benefits to any of its employees;

2 The premium for continuation coverage is not paid when due;

3) You become covered under another group health plan that does not contain any exclusion
or limitation with respect to any pre-existing condition you may have;

(4) You become entitled to Medicare;

5) You extend coverage for up to 29 months due to your disability and there has been a final
determination that you are no longer disabled.

You do not have to show that you are insurable to choose and obtain continuation coverage. However,
continuation coverage under COBRA is provided subject to your eligibility for coverage: the administrator
reserves the right to terminate your COBRA coverage retroactively if you are determined to be ineligible.

Under the law, you must pay all of the cost of coverage for your continuation coverage, including an
administrative fee of up to 2% of the cost of coverage.

This plan may be changed or terminated at any time with or without further notice.



Since 1974, LFS Benefit Services...
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has been taking care of the growing benefit needs of
numerous client companies. Over the years, we have
developed a service philosophy that is characterized
by individual attention and custom service. LFS has a
sound reputation for honesty, integrity and
thoroughness. Our emphasis on customer service goes
a long way to meet our clients' needs. From coast to
coast. From the present into the future.

If you have any questions or need assistance in enrolling in
The Choice Account, please contact LFS.

oz

LFS BENEFIT SERVICES

BENEFIT PLANNERS & ADMINISTRATORS
Toll-free Customer Service Helpline: 800-662-5970
Toll-free General Line: 800-227-3612 O Local Line: 714-774-8051
Email: helpline@Ifscc.com

Online Account Information: www.thechoiceaccount.com
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