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Flexible Spending Account(s) and the Premium Conversion Summary
Plan Description

The North Dakota Public Employees Retirement System NDPERS is pleased to sponsor an
employee benefit program known as The Flexible Spending Account Plan. There are two types
of flexible spending accounts provided under the Plan: a Health Flexible Spending Account
("Health FSA™) and a Dependent Care Flexible Spending Account ("Dependent Care FSA"). The
Premium Conversion feature of the plan allows you to pay for certain insurance products with
pre-tax dollars through payroll deduction.

A "flexible" spending account lets you determine the amount of unreimbursed eligible medical
and/or dependent day care expenses that you will likely incur during the Plan Year and you elect
to have your Employer withhold equal amounts from your pay (up to Plan limitations) on a pre-
tax basis for reimbursement of such expenses. Any amounts that you elect to have withheld for
reimbursement of eligible medical expenses will be credited to the Health FSA and any amounts
that you elect to have withheld for reimbursement of dependent day care expenses will be
credited to the Dependent Care FSA. You must elect wisely because once enrolled your election
cannot be amended or payroll deductions stopped or changed until the start of the next plan year.
The only exception is if you experience an IRS Qualified Change in Status.

The Premium Conversion feature of the plan allows an employee to pay with pre-tax dollars,
certain insurance products available through payroll deduction. If an employee elects to pretax an
insurance premium, they may not change or drop the coverage during the plan year unless they
experience an IRS Qualified Change in Status.

The IRS allows the first $50,000 of employee supplemental life insurance coverage to be payroll
deducted pre-tax. If you have NDPERS Life Insurance and have supplemental coverage in
addition to the basic life coverage, the deduction up to $50,000 will automatically default to a
pretax deduction unless you make an election to decline this action and pay the premium with
after tax dollars. The employee must decline this action on the enrollment request.

The Plan is beneficial to you because amounts that you elect to have withheld from your pay for
reimbursement of eligible medical and/or dependent day care expenses or pre-tax insurance
premiums are withheld before any federal income and employment taxes (e.g., FICA and FUTA)
and state taxes are applied. Participation in the Plan will actually increase your take home pay
over what the net take home would be if you paid for such expenses with after-tax dollars.

The SPD is divided into four parts in Question and Answer format: Part I1-General Information
about the Plan; Part Il-Health FSA Benefits; Part 111-Dependent Care FSA Benefits, Part 1V-
Premium Conversion. Information relating to the Plan is described in the Plan Information
Appendix attached to this SPD. You will be referred to the Plan Information Appendix
throughout the SPD. We encourage you to read the entire SPD, but if you have questions about
your rights and obligations under the Plan, please refer to the Table of Contents above for the
Question that most resembles your question.

This SPD describes the basic features of the Plan, how it operates, and how you can get the
maximum advantage from it. The Plan is also established pursuant to a Plan document. If there
is a conflict between the SPD and the official Plan document the Plan document will govern. The
effective date of this SPD is January 1, 2013.



If you have any questions regarding the terms of the Plan, the Health FSA and/or the Dependent
Care FSA, or the Premium Conversion feature of the plan, contact NDPERS.



Part I: General Information about the Plan
Q-1.  What is the purpose of the Plan

The purpose of the Plan is to allow Eligible Employees to use pre-tax dollars (“Pre-tax
Contributions™) to pay for certain otherwise unreimbursed medical and/or dependent day care
expenses and eligible payroll deducted insurance premiums.

Q-2. Who can participate in the Plan

The plan is available to eligible employees of the State of North Dakota, participating District
Health Units, and members of the Legislative Assembly. Employees of the university system and
political subdivisions are excluded from participation in the plan. To be eligible, an employee
must be 18 years of age, work at least 20 hours per week for at least 20 weeks per year and be in a
permanent position that is regularly funded and not of limited duration.

Q-3. What are the enrollment periods under the Plan

When you are first hired, you must enroll within 60 days of your hire date if you want to
participate. Your participation will be effective the month the first contribution is received. The
election that you make during the Initial Enrollment Period is effective for the remainder of the
Plan Year and cannot be revoked during the Plan Year unless you experience a Qualified Change
in Status that will allow a mid-year election change.

If you do not make an affirmative election to participate in either the spending accounts or the
premium conversion feature of the plan during the Initial 60 day Enrollment Period, you will be
deemed to have elected not to participate in this Plan for the remainder of the Plan Year unless
you experience a Qualified Change in Status that allows you to change that election during the
Plan Year.

The Plan also has an "Annual Enrollment Period" during which you may enroll, discontinue or
change your election(s) for the new Plan Year. You will be notified each year of the beginning
and end dates of the Annual Enrollment Period. You must make an affirmative election to
participate, change your election, or discontinue participation for the new Plan Year. The
election that you make during the Annual Enroliment Period is effective January 1of the new Plan
Year and is irrevocable for the entire Plan Year through December 31 unless you experience a
Qualified Change in Status that allows a mid-year election change.

If you are a current Participant in the Plan and you fail to complete and submit an election form
during the Annual Enrollment Period, you will be deemed to have elected not to participate
during the next Plan Year.

The Plan Year is January 1 through December 31(except for an employee enrolling during their
initial enrollment or due to a change in status.)

Q-4. Howdo I enroll?

You can enroll in the plan through the NDPERS PERSLink Member Self Service portal on the
NDPERS web site home page at www.nd.gov/ndpers or by completing the designated enroliment
form also available on the PERS web site.



http://www.nd.gov/ndpers

Q-5. How are the contributions to the spending accounts and premium conversion made
under the Plan

When you become a Participant in the Plan, contributions for the elected spending accounts or
pre-tax insurance premium will be paid with Pre-tax deductions based on your election. Pre-tax
deductions are amounts withheld from your gross income before any applicable federal and state
taxes have been deducted.

Q-6. Can I ever change my election during the Plan Year?

In most circumstances, your annual election amounts or any insurance premiums you are having
payroll deducted pre-tax cannot be changed. You may be able to change your election if you have
a qualifying life event resulting in a change in status and your election change is consistent with
the event prompting the change.

You may enroll, change or revoke your elections during the Plan Year if you experience a
qualified change in status by completing the designated form or an electronic request
through PERSLink Member Self Service within 60 days of experiencing one of the
following events. (Refer to the Plan Information Appendix attached to the SPD.)

1. Change in Status. If one or more of the following "Change in Status" events occur,
you may revoke your old election and make a new election, provided that both the revocation and
new election are on account of and correspond with the Change in Status (as described below).

A change in your legal marital status (such as marriage, legal separation,
annulment, divorce or death of your spouse);

e A change in the number of your dependents (such as the birth of a child, adoption
or placement for adoption of a dependent, or death of a dependent);

e An event that changes the employment status of you, your spouse, or your
dependent that affect benefit eligibility under a cafeteria plan (including this Plan
and the plan of another employer) or other employee benefit plan of an employer
of you, your spouse, or your dependents.

e A dependent will satisfy or cease to satisfy eligibility requirements of the Plan.

The election change must be on account of and correspond with the Change in Status event. With
the exception of an election change to an existing Health FSA resulting from birth, placement for
adoption or adoption, all election changes are prospective. An election change will be found to
be consistent with a Change in Status event if the event affects eligibility for coverage under the
Plan. A Change in Status affects eligibility for coverage if it results in an increase or decrease in
the number of dependents who may benefit under the Plan.

2. Certain Judgments, Decrees and Orders. If a judgment, decree or order from a
divorce, separation, annulment or custody change requires your dependent child (including a
foster child who is your tax dependent) to be covered under this Plan, you may change your
election to provide coverage for the dependent child identified in the order. If the order requires
that another individual (such as your former spouse) cover the dependent child, and such
coverage is actually provided, you may change your election to revoke coverage for the
dependent child.



3. Entitlement to Medicare or Medicaid. If you, your spouse, or a dependent
becomes entitled to Medicare or Medicaid or loses eligibility for such you may change your
Health FSA coverage to correspond to the gain or loss of coverage.

5. Change in Cost or Change in Provider (applies only to Dependent Care FSA
elections). If you are notified that the cost of your Dependent Care FSA coverage under the Plan
has significantly increased or decreased or will significantly increase or decrease during the Plan
Year, you may make certain prospective election changes. If the cost significantly increases, you
may choose either to make an increase in your contributions, revoke your election and choose
another day care provider, or drop coverage altogether if you are unable to find another provider.
If the cost significantly decreases, you may revoke your election and make a new election to
correspond with the decrease in cost.

6. Approved Leave of Absence. If you take an approved leave of absence, your
elections are subject to the following terms:

e You will continue all coverage while on paid leave by having the contributions
paid with Pre-tax Deductions withheld from pay you receive while on leave.

¢ In the event of unpaid leave, you may pay the contribution with pre-tax dollars
by pre-paying the contribution for the expected duration of the leave from your
pre-leave compensation. You will be required to make a special election to that
effect before the date such compensation would normally be paid to you.

o If you make an election to cease participation while on an unpaid leave, you will
not be entitled to receive reimbursement for services incurred beyond the last day
of the month a contribution is received. Upon return from leave, you will be
permitted to reinstate the coverage that was in effect prior to the leave, or
reinstate the coverage less the contributions that were not received during the
leave.

o If you make an election to continue your participation and catch-up the missed
contributions after you return to work, your coverage will continue while on
leave. Upon return from leave, your payroll deductions will be pro-rated for the
remainder of the plan year based on your pledge amount and the contributions
received to date.

Q-7.  What effect will Plan participation have on Social Security and other benefits?

Plan participation will reduce the amount of your taxable compensation. Accordingly, there
could be a decrease in your Social Security benefit.



Flexible Spending Account Plan
Part 11. Health FSA Benefits

The following Questions and Answers relate to the Health FSA benefits. This section only
applies to the extent that you have elected to allocate Pre-tax Contributions to the Health FSA.

Q-8. What is the ""Health Flexible Spending Account

The Health Flexible Spending Account ("Health FSA") is the portion of the Plan that provides for
reimbursement of Eligible Medical Expenses incurred by the Participant and his/her Eligible
Dependents.

For the Health FSA only. Your Eligible Dependents, for purposes of the Health FSA option, are
your Spouse and any other person who qualifies as your dependent. An individual is a
“dependent” who will not turn age 27 during the year and is a natural child, adopted child or child
“placed with you for adoption,” step child, or a child placed with you by an authorized placement
agency or by judgment, decree or other order of a court of competent jurisdiction. In addition, a
child of divorced or separated parents is considered a dependent of both parents for the purpose of
the Health FSA without regard to who claims the child as a dependent on his or her tax return.

Q-9. What is the maximum annual reimbursement amount that | may elect under the
Health Flexible Spending Account?

Effective January 1, 2013, the annual limit will be $2,500. If you have a spouse who is also
eligible to contribute to a Health Flexible Spending Account, you are each eligible to make a
$2,500 salary reduction contribution. For plan years beginning after 2013, the $2,500 limit will
be adjusted for inflation in multiples of $50.

Q-10. How are amounts allocated to the Health FSA withheld from my pay?

When you enroll, you specify the amount of reimbursement for Eligible Medical Expenses you
wish to pay for with Pre-tax Contributions. Thereafter, an equal pro-rata portion of the annual
contribution based on your agency’s payroll cycle will be withheld from each paycheck by your
Employer.

Q-11. What amounts will be available for reimbursement of Eligible Medical Expenses at
any particular time during the Plan Year

The full annual amount of reimbursement you have elected under the Health FSA (reduced by
prior reimbursements made during the Plan Year) will be available at any time during the Plan
Year without regard to how much you have contributed to the Health FSA.

Q-12. How do I receive reimbursement under the Health FSA?

Traditional Paper Claims

When you incur an Eligible Medical Expense, you file a claim with the NDPERS Third Party

Administrator, ADP, by completing and submitting a Request for Reimbursement Form. You
must include with your Request for Reimbursement Form a written statement from the service



provider (e.g., a receipt, explanation of benefits or "EOB") associated with each expense that
indicates the following:

1. Name of person receiving service;

2. Nature of expense (e.g., what type of service or treatment was provided);

3. If the expense is for an over-the-counter drug or medicine (other than insulin),
you must submit a receipt from the pharmacy with the RX number; and

4. The amount of the expense

You may be required to provide additional substantiation to the extent determined necessary to
support your claim. ADP will process the claim once it receives the Request for Reimbursement
Form from you. Reimbursement for expenses that are determined to be Eligible Medical
Expenses will be made as soon as possible after receiving the claim and processing it. If the
expense is determined to not be an "Eligible Medical Expense” you will receive notification of
this determination. You must submit all claims for reimbursement for Eligible Medical Expenses
prior to the end of the Run-Out Period which is four months after the plan year ends on December
31 or April 30.

Debit Card

When you enroll in a FSA, you will automatically receive a Spending Account Card (Debit
Card). It is your decision whether or not to activate your card. If you use your ADP Spending
Account Card to pay expenses at the time they are incurred, payments are automatically
withdrawn from your FSA account, so you don’t experience any out-of-pocket costs at the time of
service and expenses paid on your ADP debit card often can be verified electronically right at the
point of service so there’s no need for additional substantiation. Look for providers that have the
Inventory Information Approval System (IIAS) in place. Other services will need to be verified
with valid receipt for claims substantiation. (Refer to the Plan Information Appendix attached to
the SPD.)

Submit Claims Online

You may submit FSA reimbursement claims online at myspendingaccount.adp.com. Enter your
claim information and upload scanned images of your receipts, or choose to receive a completed
claim form via e-mail. Log in at myspendingaccount.adp.com and select “Online Claims
Submission” to get started.

Automatic Claim Reimbursement

This option is available for eligible out-of-pocket expenses incurred under the NDPERS-
sponsored health and dental insurance plans. ADP will automatically reimburse you from your
healthcare FSA with no action required on your part. For all other FSA-eligible expenses, you
must file a paper or on-line claim to get reimbursed. Your debit card cannot be used in
conjunction with this reimbursement option. More information is available at
myspendingaccount.adp.com.

Q-13. What is an "Eligible Medical Expense''?
The Code generally defines "medical care” as any amounts incurred to diagnose, treat or prevent

a specific medical condition or for purposes of affecting any function or structure of the body.
This includes, but is not limited to, both prescription and prescribed over-the-counter drugs (and



over-the-counter products and devices). Not every health related expense you or your eligible
dependents incur constitutes an expense for "medical care." For example, an expense is not for
"medical care” if it is merely for the beneficial health of you and/or your eligible dependents
(e.g., vitamins or nutritional supplements that are not taken to treat a specific medical condition)
or for cosmetic purposes, unless necessary to correct a deformity arising from illness, injury, or
birth defect. You may, at the discretion of the Third Party Plan Administrator, ADP, be required
to provide additional documentation from a health care provider showing that you have a medical
condition and/or the particular item is necessary to treat a medical condition. Over-the-counter
drugs and medicines (other than insulin) that are for “medical care” will not constitute an
Eligible Medical Expense unless you or your eligible dependents have obtained a prescription
from a provider authorized by state law (e.g., a physician) and provide a customer receipt issued
by a pharmacy which identifies the name of the person, date, RX number, and amount. Insulin
and over-the-counter products and devices other than drugs or medicines will still constitute an
Eligible Medical Expense even if not prescribed by a physician to the extent that they are for
medical care.

In addition, the following expenses are not reimbursable under any Health FSA (per IRS
regulations):

e Health insurance premiums
e Expenses incurred for qualified long term care services

Q-14. When must the expenses be incurred in order to receive reimbursement?

Eligible Medical Expenses must be incurred during the Plan Year and while a Participant. An
expense is incurred when the service or treatment giving rise to the expense has been performed
and not in advance of the services. You may not be reimbursed for any expenses arising before
your Health FSA election becomes effective, or after the last day of the month of your separation
from service (except for expenses incurred during an applicable COBRA continuation period).

You may also be able to use amounts allocated to the Health FSA that are unused at the end of the
Plan Year for expenses incurred during the Grace Period January 1 through March 15 of the new
Plan Year under the following condition:

o Coverage in a Health FSA must be in effect on the last day of the plan year on
December 31.

Q-15. What if the Eligible Medical Expenses I incur during the Plan Year are less than the
annual amount | have allocated to the Health FSA?

You will not be entitled to receive any direct or indirect payment of any amount that represents
the difference between the actual Eligible Medical Expenses you have incurred and the annual
reimbursement amount that you have elected. Any amount allocated to the Health FSA will be
forfeited by the Participant if it has not been applied by the end of the Run-Out Period on April
30 to reimburse expenses incurred during the Plan Year or grace period if applicable.



Q-16. What happens if a claim for benefits under the Health FSA is denied?

You will receive an explanation of benefits (EOB) from NDPERS Third Party claims
administrator, ADP. The EOB will contain a full explanation of ineligible expenses to assist the
participant in understanding if action, such as providing additional information, is required.

Q-17. What is COBRA continuation coverage?

If you transfer to the university system or a political subdivision, not part of the NDPERS
administered plan, retire, terminate employment, or lose eligibility due to a classification change
during the year, you will be offered COBRA continuation coverage through the end of the plan
year. You will have sixty (45) days from the date the notice of your right to continue coverage is
provided you to elect continuation coverage. Unless you elect COBRA, your coverage will end
on the last day of the month of your separation from service.

If participation terminated due to a separation of service and you return to state employment
within 30 days in the same plan year, your election will be reinstated as it was immediately prior
to the separation of service.

If you return to state employment after 30 days in the same plan year, you may not participate in
the plan for the remainder of the year. You may continue to file claims for qualifying expenses
and be reimbursed from your account for services received while you were a participant in the
plan.

Cost

Employees who elect COBRA continuation coverage are permitted to pre-tax their premium and
pre-pay the premium through the end of the plan year from their final salary. COBRA premium
cannot be deducted from the employee’s final annual or sick leave paycheck.

COBRA payments may also be paid with after tax dollars by personal check or money order
throughout the plan year. The cost of your continuation coverage will be 102% of the applicable
premium. Payment must be received at NDPERS within 30 days following the due date which is
the first of the month. Failure to pay the premium within this time period will result in automatic
termination of your continuation coverage.

Q-18. Will my health information be kept confidential?

Under the Health Insurance Portability and Accountability Act of 1996 ("HIPAA") NDPERS and
the third party service provider, ADP, are required to ensure that "protected health information" is
kept confidential.

Q-19. How does a Health FSA interact with the High Deductible Health Plan and the
Health Savings Account sponsored by NDPERS or my spouse’s employer?

If you are enrolled in a High Deductible Health Plan with a Health Savings Account
through NDPERS or your spouse’s employer, you are not eligible to participate in the
Health FSA. Ultimately, it is the participant’s responsibility to maintain IRS compliance
within their plans.



Flexible Spending Account Plan
Part I11. Dependent Care FSA Benefits

The following Questions and Answers relate to the Dependent Care FSA benefits. This section
only applies to the extent that you have elected to allocate Pre-tax Contributions to the Dependent
Care FSA.

Q-20. What is the "'Dependent Care FSA™?

The Dependent Care FSA is the portion of the Plan that provides for reimbursement of Eligible
Day Care Expenses incurred by the Participant. If you elect benefits under this portion of the
Plan, pre-tax payroll deductions will be allocated to the account to reimburse Eligible Day Care
Expenses during the Plan Year.

Q-21. What is the maximum reimbursement amount that | may elect under the Dependent
Care FSA?

You may choose any reimbursement amount you desire subject up to the maximum annual
Dependent Care FSA Reimbursement Amount which is $5,000 per year for a single parent,
$5,000 per year for a married couple filing a joint tax return or $2,500 for a married person filing
a separate tax return.

Q-22. How are amounts allocated to the Dependent Care FSA withheld from my pay?

When you enroll, you specify the amount of reimbursement for Eligible Day Care Expenses you
wish to pay for with Pre-tax Contributions. Thereafter, an equal pro-rata portion of the annual
contribution based on your agency’s payroll cycle will be withheld from each paycheck by your
Employer.

Q-23. What amounts will be available for reimbursement of Eligible Day Care Expenses at
any particular time during the Plan Year?

Under the Dependent Care FSA, you may be reimbursed only up to the dollars available in your
Dependent Care FSA account at the time the request for reimbursement is processed.

Q-24. How do I receive reimbursement under the Dependent Care FSA?

When you incur an Eligible Day Care Expense, you file a claim with NDPERS Third Party
Administrator, ADP, by completing and submitting a Request for Reimbursement Form and
provide the following information:

e The provider tax ID or SSN
o The date or dates the services were provided; and
e The amount of the expense.

Have your provider sign the form or include supporting documentation for your dependent care
expenses. You may submit expenses for the full month after the month has ended, OR submit
the previous week expenses.

ADP will process the claim once it receives the Request for Reimbursement Form from you.
Reimbursement for expenses that are determined to be Eligible Day Care Expenses will be made
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as soon as possible after receiving the claim and processing it. If the expense is determined to not
be an "Eligible Day Care Expense"” you will receive notification of this determination. You must
submit all claims for reimbursement for Eligible Day Care Expenses prior to the end of the Run-
Out Period which is four months after the end of the plan year on December 31 or April 30.

Q-25. What are "Eligible Day Care Expenses'?

You may be reimbursed for work-related dependent day care expenses (“Eligible Day Care
Expenses™). In other words, the expenses have to be incurred in order for you and your spouse (if
applicable) to work. Generally, an expense must meet all of the following conditions for it to be
an Eligible Day Care Expense:

1. The expense is incurred for services rendered after the date you become eligible to
receive Dependent Care Reimbursement benefits and during the calendar year to which it applies.

2. Each individual for whom you incur the expense is a "Qualifying Individual." A
"Qualifying Individual" is:

e A dependent that you can claim on your federal income tax return as a
"Qualifying Child" who is age 12 or under, or

e A child 13 or older who is physically or mentally incapable of caring for himself
or herself and who has the same principal place of abode as you for more than
half of the year and will qualify as your tax dependent under Code Section 152.

e In addition, a child to whom Section 152(e) applies (a child of divorced or
separated parents who resides with one or both parents for more than half the
year and receives over half of his/her support from one or both parents) may only
be the qualifying individual of the "custodial parent” (as defined in Code Section
152(e)(3)) without regard to which parent claims the child as a dependent on his
or her tax return.

3. The expense is incurred for the custodial care of a Qualifying Individual to enable
you (and your spouse, if applicable) to be gainfully employed. Expenses for overnight stays or
overnight camp are not Eligible Day Care Expenses. Expenses that are primarily for education,
food and/or clothing are not considered to be for "custodial” care. Consequently, tuition expenses
for kindergarten (or its equivalent) and above do not qualify as custodial care. However, summer
day camps or pre-school are considered to be for custodial care even if they provide some
educational activities.

4. The day care is not provided by a "child" (as defined in Code Section 152(f)(1)) of
yours who is under age 19 the entire year in which the expense is incurred or an individual for
whom you or your Spouse is entitled to a personal tax exemption as a Dependent. Moreover, the
day care cannot be provided by the Participant's Spouse or the parent of the Qualifying
Individual.

7. You must supply the taxpayer identification number for each dependent care service
provider to the IRS with your annual tax return by completing IRS Form 2441.

Q-26. When must the expenses be incurred in order to receive reimbursement?

Eligible Day Care Expenses must be incurred during the Plan Year and while a Participant. An
expense is "incurred" when the service giving rise to the expense has been performed and not in
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advance of the services. You may not be reimbursed for any expenses arising before your
Dependent Care FSA election becomes effective, or after the last day of the month of your
separation from service.

Q-27. What if the Eligible Day Care Expenses | incur during the Plan Year are less
than the annual amount | have allocated to the Dependent Care FSA?

You will not be entitled to receive any direct or indirect payment of any amount that represents
the difference between the actual Eligible Day Care Expenses you have incurred and the annual
reimbursement amount that you have elected. Any amount allocated to the Dependent Care FSA
shall be forfeited by the Participant if it has not been applied by the end of the Run-Out Period
(four months after the plan year ends on December 31 or April 30) to reimburse expenses
incurred during the Plan Year or grace period (January 1 through March 15 of the new plan year),
if applicable.

Q-28. Will I be taxed on the Dependent Care FSA reimbursement | receive?

You will not be taxed on your Dependent Care FSA reimbursement, provided that your family's
aggregate dependent day care reimbursement (under this Dependent Care FSA and/or another
employer's Dependent Care FSA) does not exceed the statutory limits (see Q-22 above).
However, to qualify for tax-free treatment, you will be required to list the names and taxpayer
identification numbers on your annual tax return of any persons who provided you with
dependent care services during the calendar year for which you have claimed a tax-free
reimbursement.

Q-29. If | participate in the Dependent Care FSA, will I still be able to claim the household
and dependent care credit on my federal income tax return?

You may not claim any other tax benefit for the tax-free amounts received by you under this
Dependent Care FSA, although the balance of your Eligible Day Care Expenses not reimbursed
under this Dependent Care FSA may be eligible for the dependent care credit. The income level
of you, or if married, you and your spouse, will determine whether the dependent care
reimbursement account or the income tax credit is more favorable for you. Contact a qualified tax
consultant for complete details.

Q-30. What is the household and dependent care credit?
The household and dependent care credit is an allowance for a percentage of your annual Eligible

Day Care Expenses as a credit against your federal income tax liability under the Code. See IRS
Publication 503 for more information on the Child Care Tax Credit.
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Premium Conversion Plan
Part IV. Premium Conversion Feature

The following Questions and Answers relate to the Premium Conversion Plan. This section only
applies to the extent that you have elected to pay for certain insurance products with pre-tax
dollars through payroll deduction.

Q-31. What is the Premium Conversion Feature of the Plan?

The Premium Conversion feature of the plan allows you to pay, with pretax dollars, premiums for
various insurance products available through your employer.

If you elect to have NDPERS administered supplemental life coverage in addition to the basic life
coverage, the deduction up to the first $50,000 of coverage will automatically default to a pretax
deduction unless the employee make an election to decline this action and pay the premium with
after tax dollars. The employee must decline by either by signing the waiver on the enrollment
form or through PERSLink Member Self Service.

NDPERS administers the Delta Dental and Superior Vision plans available for pretax payroll
deduction.

The following companies offer insurance products through payroll deduction. Not all products
are eligible for pretax deduction.

AFLAC Company Representative — Carrie Palczewski

1100 College Drive Ste 207
Bismarck ND 58501
701-258-6040
E-Mail: carrie-palczewski@us.aflac.com

Pretax
Product Name Product Description Eligibility
Cancer Cancer indemnity policies providing benefits for diagnosis Eligible
of skin cancer, internal cancer as well as annual screening
benefits.
Hospital Confinement Indemnity benefits whether hospitalized days or weeks. Eligible
Hospital Intensive Care Provides coverage in the event of a sickness or injury and Eligible
is admitted to the ICU unit.
Accident Accident indemnity policies providing benefits for Eligible
accident/injury.
Lump Sum Critical IlIness Pays a lump sum benefit for code red major critical illness Eligible

event. (Heart attack, stroke, coma, paralysis, major organ
transplant, end stage renal failure. Riders available for
cancer, sudden cardiac death.)

Personal Sickness Indemnity | Indemnity policy for sickness related hospital confinement, | Not Eligible
major diagnostic exams, in & out-patient surgeries.
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Specified Health Event Critical care, recovery indemnity policies for major critical Eligible
illness.
Disability All disability policies that are specific replacement of Not Eligible
income benefits.
Dental Voluntary dental. No networks, no deductibles, no pre- Not Eligible
certifications.
Vision Now Vision indemnity policy providing vision insurance, vision | Not Eligible
correction benefits.
Life All life policies. Not Eligible
Central United Company Representative — James M Kasper
C/O Asset Management Group Inc.
PO Box 9016
Fargo ND 58103--9016
701-232-6250
E-Mail: jmkasper@amg-nd.com
Pretax
Product Name Product Description Eligibility
Cancer Insurance Provides cash benefits to covered persons for treatment of Eligible
cancer.
Colonial Life & Accident Company Representative - David Ryden
2950 Bent Tree Hills Dr.
New Brighton, MN 55112
651-633-7500
E-Mail: david.ryden@coloniallife.com
Product Name Pretax
Product Description Eligibility
Accident Composite rated, guaranteed renewable accident product Eligible
with choice of plan levels and optional riders. It provides
indemnity benefits for on and off the job accidents.
Cancer Composite rated, guaranteed renewable specified disease Eligible
product with choice of plan levels and optional riders.
Provides benefits for expenses related to cancer.
Disability Age banded, guaranteed renewable short-term disability Eligible
income product. (Disability insurance premium paid with
pre-tax dollars — Please note: A benefit paid to an
employee that becomes disabled will be subject to income
taxes.)
Medical Bridge Age banded, guaranteed renewable hospital confinement Eligible
indemnity product. Choice of plans, levels. Includes
confinement, rehab unit, surgical and diagnostic
procedures.
Critical llIness Specified disease product with a lump sum benefit upon Not Eligible

diagnosis of a covered specified disease with a choice of
plan options for reoccurrence, cancer, face amounts, and
optional riders.
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Life

All life insurance policies.

Not Eligible

Conseco

Company Representative - Odell Braaten

PO Box 591
West Fargo ND 58078-0591
701-367-3604
E-Mail: ombraaten@gmail.com

Pretax
Product Name Product Description Eligibility
Cancer Insurance Cancer Benefits/ICU Eligible
Total Dental Company Representative - Logan Stucki
Administrators
2111 E Highland Ave Ste 250
Phoenix AZ 85016
801-268-9740 Ext 306
Pretax
Product Description Eligibility
Product Name
Elite Choice Fully insured dental program. Eligible
USABLE Company Representative - Peg Dickelman
Noridian Insurance Services Inc.
4510 13 Ave S
Fargo ND 58121
701-277-2319
E-Mail: peggy.dickelman@noridian.com
Pretax
Product Name Product Description Eligibility
Accident Elite Employees can get help prevent financial hardship due to Eligible
medical/travel expenses caused from an accident.
Payments direct to employee.
Cancer Care Elite Payments direct to employee for new and experimental Eligible
treatment, travel, lodging, out of pocket medical costs,
deductibles, co-pay amounts.
Hospital Confinement Plan Payment direct to employee for costs related to intensive Eligible

care, hospitalization, birth of a child, accidents.

Q-32. How are amounts allocated to the Premium Conversion feature of the Plan withheld

from my pay?

When you enroll, you specify the insurance product you wish to pay for with Pre-tax

Contributions.
payroll cycle.
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NDPERS Administered FlexComp Plan
PART V. Plan Information Appendix

SPENDING ACCOUNT REIMBURSEMENT LIMITS

Health FSA Reimbursement: The Health FSA Reimbursement plan limit is $2,500 for the Plan
Year.

Dependent Care FSA Reimbursement. The maximum Dependent Care FSA Reimbursement
Amount is $5,000 per Plan Year if you:

e Are married and file a joint return; or
e Aresingle.

If you are married and file a separate federal income tax return, the maximum reimbursement
amount under the Dependent Care FSA that you may elect is $2,500.

GRACE PERIOD

NDPERS has established a Grace Period for the both the Health and Dependent Care FSA
accounts from January 1 through March 15 of the new Plan Year during which any amounts
remaining in a participant’s account(s) from the previous Plan Year may be used to reimburse
Eligible Expenses incurred during the Grace Period.

In order to take advantage of the Grace Period, you must be:

A Participant in the Health FSA and/or Dependent Care FSA on the last day of the Plan Year on
December 31.

Expenses incurred during a Grace Period must be submitted before the end of the Run-Out Period
on April 30. Any unused Health or Dependent Care FSA account balance from the previous Plan
Year not used to reimburse eligible expenses incurred either during the Plan Year or the Grace
Period will be forfeited if not submitted for reimbursement before the end of the Run-Out Period.

NDPERS THIRD PARTY CLAIMS ADMINISTRATOR - AUTOMATIC DATA
PROCESSING (ADP)

NDPERS has contracted with a Third Party Administrator (TPA) Automated Data Processing
(ADP) to administer claims for the healthcare and dependent care claims. More information is
available at http://www.spendingaccounts.info/

CLAIMS AND APPEAL PROCEDURES
If you are denied a benefit for reasons such as:

*Reimbursement is denied due to insufficient documentation and participant is appealing to
request the documentation be reviewed again.

*Reimbursement is denied due to expense being ineligible.
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» Dual purpose items requiring additional substantiation of medical necessity.
e Status change discrepancy.

Step 1: If your claim is denied, you will receive written notice from ADP that your claim is
denied as soon as reasonably possible after receipt of the claim.

The notice will contain:

The reason(s) for the denial;

e A description of any additional information necessary for you to submit in order to
pay your claim and why the information is necessary;

e Resubmit your claim with the additional information requested by ADP for payment.

Step 2: However, if you do not agree with the decision of the ADP to deny your claim, you may
file a written appeal to ADP. You should file your appeal with ADP no later than 180 days after
receipt of the notice from ADP in Step 1. You should submit all information identified in the
notice of denial and any additional information that you believe would support your claim.

Step 3: Based on plan guidelines and any additional information you have submitted to support
your claim, ADP may be able to comply with your appeal request and process your claim for
payment. However, if the claim is denied a second time, you will be notified in writing no later
than 30 days after receipt of the appeal by ADP.

Step 4: If you still do not agree with ADP’s decision, you may file a written appeal with
NDPERS for review. NDPERS Executive Director shall schedule a review by the Board on the
issue within sixty (60) days following receipt of the claimant’s request for such review. The
decision following such review shall be communicated in writing to the claimant and, if the claim
is denied, shall set forth the specific reasons for such denial, citing the pertinent provisions of the
Plan. The decision of the Board as to all claims shall be final.

RUN-OUT PERIOD FOR PLAN YEAR EXPENSES

NDPERS has established a Run-Out Period that follows the end of the Plan Year during which
you are allowed to submit reimbursement requests for expenses that were incurred in the prior
Plan Year. The Run-Out Period for employees is four months after the end of the Plan Year on
December 31 or April 30.

Late Claim Appeal. If a Participant fails to submit a claim within the four (4) month period
immediately following end of the Plan Year, the claim shall not be considered for reimbursement.
However, a Participant may request the NDPERS Board to authorize reimbursement of
Qualifying Expenses incurred during the Plan Year by the Participant. The Participant must
submit a written request to the Board specifying the request and the reason(s) why the claim was
not submitted on or before April 30 following the close of the Plan Year. The Board may
authorize payment for any reason constituting good cause not involving fault on the part of the
Participant if such payment would be permitted under the Plan. Upon authorization of the Board,
the Executive Director shall direct the Third Party Administrator, ADP to reimburse the
Participant for the amount not to exceed the Health or Dependent Care FSA account balance for
that Plan Year. The decision of the Board shall be final.
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DEBIT CARDS

NDPERS does allow Participants to use a DEBIT CARD (Electronic Payment Card) to pay for
Eligible Expenses at the point of service.

Electronic Payment Card Terms of Usage
You may use the DEBIT CARD to pay for Health or Dependent Care FSA expenses.

You have two reimbursement options under the account(s) identified above. You can complete
and submit a written claim for reimbursement ("Traditional Paper Claims"). Alternatively, you
may use an electronic payment card (“Electronic Payment Card" or the "Card") to pay the
expense. In order to be eligible for the Electronic Payment Card, you must agree to abide by the
terms and conditions of the Electronic Payment Card Program (the "Program") as set forth herein
and in the Electronic Payment Cardholder Agreement (the "Cardholder Agreement™). The
following is a summary of how the Electronic Payment Card option works.

Electronic Payment Card: The Electronic Payment Card allows you to pay for Eligible Medical
Expenses at the time that you incur the expense. Here is how the Electronic Payment Card
works.

() You must make an election to use the Card. In order to be eligible for the Electronic Payment
Card, you must agree to abide by the terms and conditions of the Program as set forth herein and
in the Electronic Payment Cardholder Agreement (the "Cardholder Agreement"”) including any
fees applicable to participate in the Program, limitations as to Card usage, the Plan's right to
withhold and offset for ineligible claims, etc. A Cardholder Agreement will be provided to you.
The Card will be turned off effective the first day of each Plan Year if you do not affirmatively
agree to abide by the terms of the Program. The Cardholder Agreement is part of the terms and
conditions of your Plan and this SPD.

(b) The Card will be turned off when employment or coverage terminates. The Card will be
turned off when you terminate employment or coverage under the Plan. You may not use the
Card during any applicable COBRA continuation coverage period.

(c) You must certify proper use of the Card. As specified in the Cardholder Agreement, you
certify during the applicable election period that the amounts in your Health FSA will only be
used for Eligible Medical Expenses, that you have not been reimbursed for the expense, and that
you will not seek reimbursement for the expense from any other source. Failure to abide by this
certification will result in termination of Card use privileges.

(d) Reimbursement under the Card is limited to certain merchants. Use of the Card for Eligible
Medical Expenses is limited to merchants identified by the Plan Administrator or its designee as
an eligible merchant.  The Card will be administered in accordance with applicable IRS
guidance.

(e) You swipe the Card at the merchant like you do any other credit or debit card. When you
incur an Eligible Medical Expense at an eligible merchant, such as a co-payment or prescription
drug expense, you swipe the Card at the merchant much like you would a typical credit or debit
card. The merchant is paid for the expense up to the maximum reimbursement amount available
under the Health FSA. Every time you swipe the Card, you certify to the Plan that the expense
for which payment under the Health FSA is being made is an Eligible Medical Expense, that you
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have not been reimbursed from any other source and you will not seek reimbursement from
another source.

(f) You must obtain and retain a receipt/third party statement each time you swipe the Card. You
must obtain a third party statement from the merchant (e.g., receipt or invoice) that includes the
following information each time you swipe the Card:

° The nature of the expense (e.g., what type of service or treatment was provided);
° The date the expense was incurred; and
° The amount of the expense.

You should retain this receipt for one year following the close of the Plan Year in which the
expense is incurred. Even though payment is made under the Card arrangement, a written third
party statement is generally required to be submitted (except as otherwise set forth in the
applicable law and/or related guidance). You will receive a letter from the Third Party
Administrator that a third party statement is needed. You must provide the third party statement
to the Third Party Administrator within 45 days (or such longer period provided in the letter from
the Third Party Administrator) of the request. In accordance with applicable guidance, there may
be situations in which the Third Party Administrator does not ask for substantiation related to a
Card swipe.

Special Rules for Use of Cards to Purchase Over-the-Counter Drugs or Medicines

If you purchase an over-the-counter drug or medicine with your Card from a merchant that
utilizes the inventory information approval system (I1AS) or a vendor that utilizes a merchant
code, you must provide the prescription for the drug or medicine to the pharmacist prior to
purchase.

If you purchase an over-the-counter drug or medicine with your Card from a merchant that does
not utilize the 11AS, you may be required to present to the Third Party Administrator:

e acopy of the prescription; or

e acopy of the receipt that has the RX number and the identity of the individual for whom
the prescription was issued.

(9) You must pay back any improperly paid claims. If you are unable to provide adequate or
timely substantiation as requested by the Third Party Administrator, you must repay the Plan for
the unsubstantiated expense. The deadline for repaying the Plan is set forth in the Cardholder
Agreement. If you do not repay the Plan within the applicable time period, the Card will be
turned off and an amount equal to the unsubstantiated expense will be offset against future
Eligible Medical Expenses. If no claims are submitted prior to the date you terminate coverage in
the Plan, or claims are submitted but they are not sufficient to cover the unsubstantiated expense
amount, then the amount may be withheld from your pay (as specified in the Cardholder
Agreement) or the remaining unpaid amount may be treated by the Employer as any other bad
debt, which will result in additional gross income for you.

(h) You can use either the Electronic Payment Card or the Traditional Paper Claims
approach. You have the choice as to how to submit your eligible claims. If you elect not to use
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the Electronic Payment Card, you may also submit claims under the Traditional Paper Claims
approach discussed above. Claims for which the Electronic Payment Card has been used cannot
be submitted as Traditional Paper Claims.
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