NOTICE OF JOINT MEETING OF THE BOARD OF DIRECTORS OF
THE TOWN OF CAREFREE UTILITIES COMMUNITY FACILITIES DISTRICT AND
THE BOARD OF DIRECTORS OF THE CAREFREE WATER COMPANY, INC.

WHEN: TUESDAY, JUNE 2, 2020

WHERE: ZOOM WEB hitps://us02web.zoom.us/i/88213442506
MEETING ID: 882 1344 2506*

TIME: 4:00 P.M.

Pursuant to A.R.S. § 10-822, notice is hereby given of the time, place, and purposes of the joint
meeting of the Board of Directors of the Town of Carefree Utilities Community Facilities District
and the Board of Directors of the Carefree Water Company, Inc., an Arizona corporation.

The agenda for the meeting is as follows:

CALL TO ORDER

i

ROLL CALL _‘ . _
Members of the Board of Directors are participating by technological means or methods
pursuant to A.R.S. § 10-708,

AGENDA
ITEM #1 Approval of the November 5, 2019 UCFD/CWC meeting minutes.

ITEM #2 Review, discussion and possible action regarding approval of the FY 2020-2021
Carefree Water Company Budget and Rate Schedule.

ITEM #3 Review, discussion and possiﬁle action to approve Resolution 2020-01
authorizing the creation of a Health and Dependent Care Flexible Spending
Account for Water Company employees.

ITEM #4 Adjournment

DATED this 28" day of May, 2020.

Utilities Community Facilities District/ Carefree Water Company
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Items may be taken out of order.

*Due to COVID-19, this meeting is being conducted electronically by Zoom. The public can
join, listen and view the meeting as follows:

On your computer:

Click on the following link or cut and paste it into your browser:
https:/fus02web.zoom.us/i/88213442506

Or go to https://www.zoom.us/join Meeting ID: 8§82 1344 2506
A password is not required.

On your phone:
Please call 1-669-900-6833

R FOR SPECIAL ACCOMMODATIONS

Please contact the Town Clerk, 8 Sundial Circle (PO Box 740), Carefree, AZ 85377,
|(480) 488-3686, at least three working days prior to the meeting if you require special
W accommodations due to a disability.
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MINUTES OF JOINT MEETING OF THE BOARD OF DIRECTORS JUN 7

Vi
OF THE TOWN OF CAREFREE UTILITIES COMMUNITY FACILITIES DISTRICT %

AND THE BOARD OF DIRECTORS OF THE
CAREFREE WATER COMPANY, INC. —

WHEN: TUESDAY, NOVEMBER 5, 2019

WHERE: CAREFREE TOWN COUNCIL CENTER
33 EASY STREET, CAREFREE, AZ. -

TIME: 4:00 P.M.

Attending were: Absent:
Chairman Les Peterson

Board Members:

John Crane

Vince D’ Aliesio (Telephonic)
Stephen Hatcher

Michael Krahe

Cheryl Kroyer

Gene Orrico

Also Attending:

Greg Crossman, Manager; Michael Wright, Attorney; Kandace French Contreras, Board
Secretary/Treasurer

Chairman Peterson opened the meeting at 4:05 p.m.

AGENDA

ITEM #1 Approval of the June 4, 2019 UCFD/CWC meeting minutes.

Chairman Peterson announced the agenda item and as for questions or comments.

There being no questions or comments, Board Member Orrico made a motion to approve the

Minutes as presented. There was a second by Board Member Kroyer. The motion carried
unanimously.

ITEM #2 Discussion and possible action regarding 2018-2019 Fiscal Year audit.

Chairman Peterson announced the agenda item and introduced Greg Crossman, manager of the
Carefree Water Company.

Mr. Crossman presented a Power Point and explained the goals of the audit conducted by
HintonBurdick including assuring that financial statements were free from material misstatements,
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that the entity was observing good accounting practices and principles, and conform to GASB
requirements, The audit also looks for steps to prevent fraud and misuse of funds and to provide
transparency.

Mr. Crossman pointed out that it was considered a “clean audit” with no financial misstatements
and that the Water Company and the UCFD were in good financial health, and the Water Company
was able to cover all liabilities and grow its reserves.

Mr. Crossman also went over the debt service including a reminder that the Water Company
purchase was completed in July, 2018 and that the $414,000 a year bond repayment amount for the
purchase of the Water Company has been redirected to the Town of Carefree for 8 years. This is
being done to repay the Town for financial assistance to the Water Company after its initial
acquisition, He also explained the repayment status of the WIFA loan through June, 2027.

Mr. Crossman introduced Crimson Singleton from the audit firm of HintonBurdick. She appeared
in person as they company recently opened a local office. She reiterated that the staff at the Water
Company were easy to work with, did an outstanding job of keeping records and providing
information to the auditors and that there were no material findings in the audit. She highlighted
that, due to the small staff, it was difficult to observe a stronger separation of duties, but the Water
Company did a very good job of checks and balances.

There were comments by the Board.

Board Member Orrico made a motion to approve and accept the 2018-2019 Carefree Water
Company Fiscal Year Audit. There was a second by Board Member Kroyer. The motion carried
unanimously.

ITEM #5 Adjournment

Chairman Peterson announced the agenda item and asked for a motion to adjourn.

Board Member Orrico made a motion to adjourn. There was a second by Board Member Krahe. It
carried unanimously.

The meeting adjourned at 4:26 p.m.
DATED this 6™ day of November, 2019.

UCFD/CWC

Kandace French Contreras, Secretary/Treasurer

BOARD OF DIRECTORS

Les Peterson, Chairman
UCFD/CWC Reg. Mg, , 2 of 2




Aftest:

Kandace French Contreras, Secretary/Treasurer
CERTIFICATION

I certify that the foregoing minutes are a true and correct copy of the minutes of the meeting of the
Carefree Water Company/Utilities Community Facilities District Board of Directors held on

November 5, 2019. T further certify that the meeting was duly called and held and that a quorum
was present.

Kandace French Contreras, Secretary/Treasurer
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UCFDICWE
N 7108
CAREFREE WATER COMPANY, INC. AND #_.%.,
CAREFREE UTILITIES COMMUNITY FACILITIES DISTRICT
BOARD COMMUNICATION

TO: PRESIDENT AND BOARD MEMBERS

FROM; MEGHAN OREM, CONTROLLER

THROUGH: GREG CROSSMAN, GENERAL MANAGER //

DATE: MAY 28, 2020

SUBJECT: AGENDA ITEM NO. 2 - FY20-21 WATER COMPANY BUDGET AND RATE
SCHEDULE

Attached for your review prior to the June 2, 2020, Board meeting are proposed budget and water rate documents for
FY 20-21. The Water Company’s fiscal year coincides with the Town’s and runs from July 1, 2020, through June
30, 2021.

Proposed for FY 20-21 is a water rate increase of 4.4%. This increase applies to both the monthly base fee and the
commodity rates and resuits in an increase in the average residential customer’s water bill of $4.66 per month. This
figure is based on an average residential water use of 12,300 gallons per menth. In recognition of the economic
impact of the COVID-19 emergency, this rate increase is deferred until October 2020. Rate increases normally take
effect on July 1* of the fiscal year.

The Water Company’s budget is developed as a balanced budget, with revenues matching expenses. Anticipated
revenues for FY 20-21 are $3.0 million.

The following is a summary of major expenses which are general indicators of overall Company costs:

s  APS Power — 4% increase

¢  CAP Water (Untreated) — 2% increase

e Scottsdale Water (Treated) — unchanged

e  General and Administrative Costs — 6% increase

¢ Replacement and Maintenance Costs — 9% increase

e  Capital Improvement Program — 3% increase
BUDGET DETAIL

Included in this packet are the following FY 20-21 documents:

Water Rates Summary and Spreadsheets (pages 2-5)

Profit and Loss Summary and Spreadsheet (pages 6-7)

Cost of Water Summary and Spreadsheet (pages 8-9)

General and Administrative Budget Summary and Spreadsheet (pages 10-14)
Replacement and Maintenance Budget Summary and Spreadsheet (pages 15-17)
Reserve Recommendations (page 18)

Capital Improvement Program Recommendations and Spreadsheets (pages 19-23)

Please contact Greg Crossman (480-488-9100; greg@carefreewaterco.com) with any questions.
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Water Rates Summary
Carefree Water Company — FY 20-21

4.4% Overall Water Rate Increase — Base Fee and Commodity Rates

Rate increase takes effect October 2020 instead of July

Average Monthly Bill Increase (Residential): $4.66

Current Average Monthly Residential Bill: $107.00 — Proposed Average Monthly Residential
Bill: $111.66

¢ Average Residential Monthly Water Use: 12,300 gallons

¢ Current Residential Base Fee: $46.27 ~ Proposed Residential Base Fee: $48.31 — Up $2.04
» Commodity Rates: Remain in 5 Tiers to Encourage Conservation

o Tier Break Points Have Remained the Same

o Rate in Each Tier {per 1,000 gallon charge) has Increased 4.4%
o Similar 4.4% adjustments to other rate categories (commercial meters and master meters)

i\2020-2021 budget\board packet\pages\word docs 20-21\2 - water rates highlights.docx 2



Carefree Water Company
Effective October 1, 2020
Rate Sheet @ 4.4% Base and Commodity Increase

WR1 & WR4

:Average Residentfal Usage




CAREFREE WATER COMPANY RATE SCHEDULE
Effective October 1, 2020
Before Taxes

Meter Meter Meter
Type Size Classification
RESIDENTIALMETERS:
Residential 5/8 x 3/4 Inch WR1
Iresidentiat 1inch WR4
COMMERCIALMETERS |
Commercial 1inch WR5
Commercial 1-1/2 inch WRE
lcommercial 2inch WCS
Icommercial 3inch WC9
MASTER METERS
Master Meter 1 MM1-8
fMastar Meter 2 M2 -4
Master Meter 3 MM3 -8
Masier Meter 4 MM4 - &
Master Meter 5 MMS - 12
Master Meter 6 MMG - 38
Master Meter 7 MM7 - 18
Master Meter 8 MMS - 11
Master Meter @ MM9 - 10
Master Meter 10 MMI10 - 11
STAND PIPE

er. 1000 gallon

Stand Pipe CWH

,FI_R AYDRANT METER

Fire Hydrant | FHY ‘1000 galle

Temporary Turn-Off Policy - Customers may request their water service to be turned off temporarily or permanently at any time. If water service is off for less than nine (9) months, at the
time service is re-established, the customer will be billed the manthly base fee plus tax for the number of menths the water was off. If water service Is off for more than nine (9) menths,
the customer will be bilted the New Account Set-Up Fee at the time service is re-established.
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- NEW ACCOUNT SETUP FEES: g PAYMENTAND BILLING FEES
Residential and Commerciat 550.00 Credlt Card Convenience Fee (per transaction)

Jlandiord {Transfer to info on File) $10.00 Monthly Billings & Other Charges Under $500 $3.50
[Fire Hydrant $100.00 Other Charges Qver $500 3% of Amount

Late Payment or Delinquent Charge (per month) $7.00

CTAXES . Foreign Currency Transaction 55.00

State Sales Tax 6.3% Foreign Mailing Fee $2.00

Town Sales Tax 3.0%) Insufficient Funds or Returned Check Fee Bank Charge Amt

State Water Tax 50.0065 { /1,000 gal. billed Interest on Gutstanding Balance 1.5% per month

REFUNGABLE DEPOSITS !
Resigential} $200.00 :
Commercial 3X Average Water Bill Data Log Fee - Baginning Wlth Second Data Log $30.00
Stand Pipe 550.00 Meter Re-Read {Customer Request) $25.00
Fire Hydr. Meter $900.00 Account Re-Establishment Fee $125.00
Change-Out or Moving Meter At Water Co. Cost
Third Party Meter Test (Customer Request) At Water Co. Cost
CTION CHARGES AND FEES Emergency Call Out
Service {If Water Company is Not Responsible for Problem) $80.00
Connection Water Unauthorized Meter Turn-On - Residential $150.00
Meter and Service Size Charge Capacity Fee' Total Unauthorized Meter Turn-On - Commerciat $250.00
1" Meter and Service $3,080.00 $3,630.00] $6,718.00 Unauthorized Fire Hydrant Use - Per Use $300.00
1" Meter Only-New Subdivision $965.00 $3,639.00| $4,604.00
1-1/2" Meter and Service 54,275.00 56,595.00] 510,870.00
2" Meter and Service $6,480.00] $10,244.00} $16,724.00
3" Compound Meter §20,175.00} $20,806.00] $40,981.00
4" Compound Meter $25,000.00 $31,880.00] 556,380.00
1" Meter & Serv. Upgrade(from 3/4%) $2,515.00 - 52,515,001
1" Meter Only Upgrade (from 3/4") $400.00 - $400.00}

*Distribution, Storage, and Pumping Capacity

Tier 1: _8,000 gallons @ 3.90 /1000 gal. = S 31.20 |
Tier 2: 12,000 gallons @ 5.25 /1@5&. = 5 63.00
Tier 3: 4,000 gailons @ 6.90 /1000 gal. = s 27.60

Tier 4: 0 _gallons @ 8.92 /1000 gal. = 5 -

Tier 5: 0 _Eallons @ 11,59 /1000 gal. = $ -
Month Totak: 24,000 gallons Base Fee] & 48.321 _
Total {Does not in¢lude taxes)] $ 170.11

2 a Residential Water Bill Caicuiator is available on our website at www.carefreewaterco.com
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Profit and Loss Summary
Carefree Water Company —~ FY 20-21

o “All encompassing” spreadsheet to ensure cash flow needs are met (revenue stream
matches expenditures)
e Looks at anticipated revenues (primarily from water sales) in relation to anticipated
expenditures {e.g., Cost of Water, General & Administrative, Replacement & Maintenance)
e The Profit and Loss spreadsheet also includes other cash uses such as:
o WIFA Loan Repayment
Town of Carefree Repayment <
Water Company Building Rent
Reserve Deposits
o Capital Improvement Projects
e Bottom Line: Revenue stream must cover all cash uses (cash flow/expenditures)

ase} — Retired on 7/1/18
]

o 0 O O
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Carefree Water Company
PROFIT AND LOSS
2020-2021 Budget

May

July Aug Sept Oct Nov Dec Jan Feb March April June Tatal
Revenues % 9.7% 9.5% 9.1% 9.1% 8.4% 7.5% 7.2% b.6% 7.4% 7.8% 8.6% 9.3% 100%
Water Sales 284,962 283,246 261,370 270,871 248,658 211,800 212,826 195,551 208,650 232,414 255,538 267,388 2,933,274
New Meter & Service Fees 3,743 3,743 3,743 3,743 3,743 18,715
DFGC Electrical Fees 6,439 6,439 6,439 6,439 25,756
Cell Tower Rental Fees {net} 1,737 1,737 1,737 1,737 1,737 1,737 1,737 1,737 1,737 1,737 1,737 1,737 20,844
Other Revenues 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000 1,000 2,000 24,000
Total Revenues 292,442 286,983 275,289 274,608 252,395 225,719 216,563 199,288 222,569 236,151 259,275 281,307 3,022,589
Cost of Water
Scottsdale CAP 70,544 70,106 63,029 62,373 52,864 43,818 44,353 38,955 44,499 52,062 58,895 62,251 663,749
Cave Creek CAP - - - - - - - - - - - - -
Ground Water Pumped 13,375 11,326 10,527 10,453 9,379 8,358 10,418 7,809 8,435 9,289 10,060 10,439 119,872
Central Ariz Project 17,382 17,311 16,171 16,066 14,534 13,076 13,499 17,602 13,524 14,782 15,918 16,476 186,341
Total Water Costs 101,301 98,743 89,727 88,892 76,777 65,252 68,270 64,366 665,458 76,133 84,873 89,166 969,962
General and Administrative 75,385 75,385 75,385 75,385 75,385 75,385 75,384 75,384 75,384 75,384 75,384 75,384 904,614
Maintenance 13,249 13,249 13,249 13,249 13,249 13,249 13,249 -~ 13,249 13,249 13,249 13,250 13,250 158,990
Depreciation 42,000 42,000 42,000 42,000 42,000 42,000 42,000 42,000 42,000 42,000 42,000 42,000 504,000
Total Other Costs 130,634 130,634 130,634 130,634 130,634 130,634 130,633 130,633 130,633 130,633 130,634 130,634 1,567,604
REVENUES LESS COSTS 60,507 57,606 54,928 55,082 44,984 29,833 17,660 4,289 25,478 29,385 43,768 51,507 | 485,023
CASH FLOW
Cash Flow Cash Uses Capital Projects
Net Gain 485,023 Reserves 20,000 Fire Protection 20,000
Depreciation 504,000 Capital Advance 414,340 System Automation & Tech. 20,000
Equipment Loss W/C 12,000 WIFA Payment 244,764 Systern Improvements 220,419
UCFD Rent 33,000 Capital Equipment 28,500
Total Operating Uses 712,104 Capital Reserves -
Total Available 1,001,023 Total Capital Uses 288,919
Cash Avatilable 288,919
Cash Utilized 288,919

1\2020-2021 Budget\Spreadsheets\2020-2021 P and L, Cash Flow Statement, §/27/2020, 11:35 AM



Cost of Water Summary
Carefree Water Company ~ FY 20-21

* Water use is based on a 3-year average
s The cost of water is the Water Company’s single largest expense at $969,962
e Continued Focus on Utilizing Renewable CAP Supply (Saving GW for Emergencies)
o 65% CAP Water
o 35% Groundwater
e Water costs are increasing about $27,500 this FY due to the following:
o 2% Increase in CAP Costs
o 4% increase in APS Costs
o Treated CAP Water Mix - Assumption for Budgeting:
= 100% Scottsdate/0% from Cave Creek
»  $3.10/Kgal. vs. $2.73/Kgal.
= Cave Creek Working Through Water Quality Issues

i:\2020-2021 budget\board packet\pages\word docs 20-21\4 - cost of water highlights.docx



Water Sold FY29-20 {19 Only)

Water Sold FY18-1%

Water Sold FY17-18

Water Sold FY16-17 (17 Only)

3-yr Average Water Sold {Use for 20-21)
3-yr Average Water Sold (Use for 20-21)
Percent of Annual Usage {Use for 20-21)
Water Supplied (Sold/D.9} {Use for 20-21}

Ground Water AF (35%)
CAP Water A.F. {65%])
CAP Water A.F. +5%

CAVE CREEK WATER
Acre-Feet
1,000's Gallons
Cost @52.73/1,000 Gal.

SCAOTTSDALE WATER
Acre-Feet
1,000's Gatfons
Cost @53.10/1,000 Gal.*
Meter Fee
* $3,15/1,000 Gal. After Qct, 2020

POTABLE GROUNDWATER
Pumped Groundwater (A.F. - From Above)
Pumped Groundwater {'000 gallons}
Cost @50.650/1,000 Gal. (4% Increase}
Groundwater Withdrawal Fee (ADWR)
Chemicals and Testing

GOLF COURSE GROUNDWATER
A.F. Pumped {2019)
(2018)
(2017}
(3~yr Ave.)

Electrical Cost
CAP COSTS
Capital Cost

Mi&1 Cost
CAP Contingency

ALL WATER COSTS

(®

I1\2020-2021 Budget\Spreadsheets\2020-2021 Budger Water Costs (3-yr Ave}

Carefree Water Company
Estimated Water Costs
Fiscal Year 2020-21

May 2020
Acre-Feet
325851 July Aug. Sept. Oct. Nov. Dec. Jan, Feh. March April May lune Total

57.7 93.2 24.3 88,5 68.5 57.8
102.9 96.1 87.9 73.2 69.6 55.7 63.1 51.2 55.7 728 68.6 77.2 874.0
88.2 97.7 85,7 53,5 78.0 65.4 67.0 57.0 66.1 73.5 B9,3 899 951.3
51.0 50.7 59.9 56.5 83,0 87.6 398.7
AF. 96.3 95,7 86.0 85,1 720 59.6 60.4 53.0 60.6 70.9 80,3 84.9 504,7
'000 Gal. 31,369 31,173 28,012 27,7119 23,472 19,432 19,671 17,259 19,736 23,114 26,166 27,665 254,787
10.6% 10.6% 9.5% 9,4% 8.0% 6.6% 6.7% 5.9% 6.7% 7.8% B.9% 9.4% 100.0%
107.0 106.3 95.5 94,5 80.0 66.3 67.1 58.9 67.3 78.8 BS.2 94,3 1005.2
37.4 37.2 33.4 331 280 23.2 235 20.6 236 27.6 31,2 330 51,8
9.5 §9.1 62.1 514 52,0 a1 43,6 38.3 43.7 51.2 580 613 653.4
35 a5 31 31 2.6 2.2 2.2 19 2.2 26 29 3.1 327

0% of CAP Water
0.0 o.c 0.0 0,0 0.0 a,0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
0 0 0 0 0 [ [} 0 ¢ 0 0 0 0
TotalCost  $2.73 50 40 50 $0 50 s0 $o so s 50 50 50 $0
100% of CAP Water
69,5 69.1 62.1 614 52,0 431 435 38,3 43.7 51.2 58,0 51.3 653.4
22,655 22,514 20,231 20,019 16,952 14,034 14,207 12,465 14,254 16,693 18,898 19,580 212,801
€310 5310 $70,231 $69,793 $62,716 462,060 $52,551 $43,505  $44,040 538,642  $44,186 $51,749  $58,582 $6L938  $659,954
$313.00 5$313.00 5313.00 $313.00 $313.00 $313.00 5$313.00 5313.00 $313.00 $313.00 $313.00 $313.00 53,756
Total Cost 570,544 570,106 $63,029  $62,373 552,854  S4381B 544,353 538955  $44,439 $52,062  $58,895 862,251  3663,750
37.4 372 33.4 33,1 28.0 23.2 235 20.6 23.6 27.6 31,2 33.0 351.8
12,139 12,123 10,894 10,780 9,128 7,857 7,650 6,712 7,675 8,980 10,176 10,759 114,639
$0.650 $7,929 $7,880 $7.081 57,007 $5,633 $4,612 $4,972 54,363 $4,989 45,843 $6,614 56,993 $74,545
$2,000 42,000
43,300 41,300 41,300 41,300 41,300 41,300 51,300 51,300 51,300 51,300 £1,300 $1,300 417,600
Total Cast $11,229 $9,180 48,381 $8,307 $7,233 $6,212 48,272 45,663 $6,289 $7,243 $7,914 8,203 $94,115
AF.
300.0
2148
2258
2469
kWh/AF  S/kWh {From Desert Forest Agreement}
745,22 0.14 $2,146.32 52,146.32 $2,146.32 $2146.32 $2,146.32 $2,146.32 52,146.32 £2,146.32 52,146.32 $2,14632 52,146.32 $2,146.32 $25,756
2020 2021

856 857 $6,067 56,067 $6,067 46,057 46,067 $6,067 $6,175 $6,175 $6,175 86,175 46,175 46,175 £73,450
$155  $180 $11,315 $11,245 $10,105 46,999 48,467 47,008 57,324 $6,427 $7,349 $8,607 55,743 510,301 $107,891
55,000 45,000
Totz! Cost $17,382 $17,311 516,171 516,066 $14534 513,076 __ $13,499 517,602 513,524 514,182 $15918 516476 $186,341
$101,301 $98,744 4$89,728 488,892  $76,778 $65,252  $68,271 $64,365 566,458 $76,133 584,874 $89,167  $965,962




General and Administrative (G&A} Summary
Carefree Water Company — FY 20-21

o Overall GRA expenses up 6% (up approx. $56,000) compared to last FY
o Three significant drivers of increase

® Unfunded Federal Mandate — AWIA (America’s Water Infrastructure Act)
* Risk and Resilience Assessment
¢ Emergency Response Plan

®  Payroll expenses up about 4%
s 6% Increase in Health Insurance Costs
e 2.5% Cost-of-Living Adjustment — All employees
* Potential for operator certification upgrades - 3 field crew members
¢ No merit increases

= Annual software fees
* Work Order System
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General and Administrative Budget by Category

112020-2021 Budgef\Spreadsheets\2020-2021 Budget G & A and Maintenance Costs, 5/27/2020, 11:07 AM

for 2020-21
2018-2020  2020-2021
Budget Budget Difference
Payroll, Payroll Taxes, Group Insurance & Benefits
Base Salaries 400,117 425,638
Overtime 4,000 4,000
Compensation Time 3,000 3,000
Bonus 4,000 4,000
Merit Increase 10,000 -
Emgr. On-Calil 11,000 11,000
All Health Insurance Combined 100,184 106,405
IRA and Retirement 44 344 44 367
All Payroi! taxes 28,604 32,282
Medicare 6,680 7,550
Unemployment - -
Equalization Taxes - -
611,838 638,242 26,304
Training Expense A/C 60154 4,000 4,000 0
Employee Expenses A/C 60152
Uniforms 1,800 2,100
1,800 2,100 300
Safety Equipment  A/C 60158
Personal Protective Equipment 1,450 1,450
Safety Equipment 1,500 1,500
2,950 2,950 0
Accounting and Professional Services A/C 60201
Auditors 9,500 8,500
Dasco 2,000 2,000
ER System 6,000 6,000
Payroll Experts 2,000 2,350
Emergency Response Planning AWIA - 30,000
19,500 46,850 27,350
Legal A/C 80202 2,000 3,000 1,000
Cleaning Service A/C 60204
Regular 6,000 5,500
6,000 5,500 (500)

4%

0%

14%

0%

58%

33%

-9%

11




SCADA A/C 60207

SCADA 3,200 5,000
Go to My PC 204 210
Wonderware/Standard Automation 1,000 1,000
Specter - WIN 211 500 500
4,904 6,710 1,806 27%
Computer AJC 80205
Continental 2,900 2,200
Sage 3,000 3,000
Read Center 900 900
Beacon Mobile 2,340 2,340
Computer Repair 4,560 4,560
Backup Software 50 50
Printer 500 500
Bitdefender - Virus Protection 600 600
Fixed Asset Software 300 300
Offsite Backup 2,100 2,100
Log Me in 500 ‘500
Firewall 140 140
17,890 17,890 0 0%
Insurance A/C 60250
Cincinnati Insurance 48,000 46,000
Ciaims (Insurance Deductible- Contingency) 5,000 5,000
53,000 51,000 {2,000} 4%
Postage A/C 60300
Billings ) 7,200 6,000
Mail Pickup 420 500
Additional mailings 1,300 1,300
8,920 7,800 {(1,120) -14%
Telephone A/C 60351
Cox ' 2,900 2,900
Verizon 3,800 3,800
Replacement Celi Phones 500 500
7,200 7,200 0 0%

1:12020-2021 Budget\Spreadsheets\2020-2021 Budget G & A and Maintenance Costs, 5/27/2020, 11:07 AM
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Promotional A/C 60353
Truck Magnets
Advertisement

Auto Expense A/C 60400

Repairs, batteries, tires
Fuel *
Fuel Adj.(Potential Increase)

Office Supplies A/C 60452
Printing
All Other

Security and Emergency A/C 60453

Safeguard - Office

Office Utilities A/C 60454

Fees and Permits A/C 60501
Maricopa County
ACC
Carefree Shadows HOA
PO Boxes
TPT License
Town License

Dues and Subscriptions A/C 60458
Blue Stake

AWWA Membership

Rural Water Association

WEF

American Society of Civil Engineers
AZ State Board of Accountancy
Costco

Water Operator Certifications

120 240
500 500
620 740 120
2,000 2,000
15,500 15,500
3,000 3,000
20,500 20,500 0
3,500 3,500
3,500 3,500
7,000 7,000 0
700 700
700 700 0
5,000 4,500 (500)
5,000 3,100
46 50
124 125
106 125
24 -
40 40
5,340 3,440 {1,900)
1,000 1,000
340 350
750 750
205 205
280 300
300 300
260 260
- 300
3,135 3,165 30

16%

0%

0%

0%

-11%

-55%

1%
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QOffice Equipment Rental A/C 60457

Postage Machine
Folding and Stuffing Machine

Bad Debt Write-off A/C 60550

Loss Write Off - Meters

Income Tax
State

Credit Card Charges A/C 60652

Bank Charges A/C 60653

All Cther Banks
Chase (Electronic Banking)

GIS Mapping A/C 60206

GPS Annuat Fee

Monthly MiFI Fee

ARC Service Agreement
Support

Elements Annual Maintenance
True Image Backup

Water Conservation Costs A/C 8100

Literature/Community Events

Total Costs

2,000 2,500
5,700 6,000
7,700 8,500 800
3,000 3,000 0
12,000 12,000 0
52 52
52 52 0
6,500 4,000 (2,500)
500 500
8,500 9,500
9,000 10,000 1,000
2,400 2,400
400 400
1,475 1,475
20,000 20,000
1,500 7,500
40 -
25,815 31,175 5960
2,000 2,000
2,000 2,000 0
848,484 904614 56,150

9%

0%

0%

0%

-63%

10%

19%

0%

8%
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Replacement and Maintenance (R&M) Summary
Carefree Water Company - FY 20-21

Funds the normal water system maintenance items we do everyday
Unscheduled repair/replacement costs are the hardest to predict
Utilized historical expenses from the last 3 years, plus knowledge of what needs to be done
Last year R&M went up 21%, 6 years prior to that had been very flat, even decreased
« This FY expecting 9% increase in costs '
o Two primary drivers:
= “Routine” cleaning of our 1 MG water tank, hub of system
* Moved Town Equipment Cost Sharing (58,850) into this category

i\2020-2021 budget\board packet\pages\word dacs 20-21\6 - replacement and maintenance {r&m) highlights.docx 15




Replacement and Maintenance Budget
2020-2021

2019-2020 2020-2021  Variance Percentage
Budg_;et Bud&et
R & M Tanks
Tank Maint. 30,000 41,000
Misc. 3,000 3,000
33,000 44,000 11,000 33%
R & M Pumps and Wells
Pumps Stations 10,000 10,000
Wells 5,000 5,000
15,000 15,000 0 0%
R & M Mains and Valves
Valves 10,000 10,000
Mains Repairs 18,000 20,000
Other Distribution Repairs 0 0
28,000 30,000 2,000 7%
R & M Services/Meters 25,000 25,000 0 0%
R & M Easements & Right of Way Landscape 2,000 2,000 0 0%
R & M Eguipment
Backhoe 3,000 3,000
Mini Excavator 1,000 1,000
Trucks 1,500 1,500
Chlorination 250 1,500
Town Equipment Cost Sharing 0 8,850
5,750 15,850 10,100 176%
Fire Hydrant Maintenance 3,000 3,000 0 0%
R & M Generator 25,000 14,500 (10,500) -42%
R & M interconnect 2,000 2,000 0 0%
R & M Supplies 4,000 4,000 0 0%

£\2020-2021 Budget\Spreadsheets\2020-2021 Budget G & A and Maintenance Costs5/27/202011:01 AM
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R & M General

AC Units 1,700 1,700
Fire Protection 400 400
Exterminating 540 540
2,640 2,640 0 0%
'Equipment Rental 1,000 1,000 0 0%
Total Maint. and Replacement 146,390 158,990 12,600 9%

1\2020-2021 Budget\Spreadsheets\2020-2021 Budget G & A and Maintenance Costs5/27/202011:01 AM

17




Reserve Recommendations
Carefree Water Company ~ FY 20-21

L Target Balance: 51,000,000 (based on AWWA recommendations)
¢ Current Reserve Balance: $ 960,000
Shortfall: $ 40,000

Recommended Reserve Deposits:
FY 20-21: $ 20,000
FY 21-22: $ 20,000

i:\2020-2021 budget\board packet\pages\word docs 20-21\7 - reserve recommendations.doex
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Capital Improvement Program Recommendations
Carefree Water Company — FY 20-21

Total FY 20-21 Capital Budget - $288,919
o Fire Protection - $20,000
System Automation and Technology - $20,000
System Improvements - $220,419
Capital Equipment - $28,500
Water Rights - S0 {Fully Funded)
Capital Reserves (Large Project Improvement Fund) - $0

o 0 0 0 0O

CAPITAL IMPROVEMENT PROGRAM DETAILS

Fire Protection - $20,000
2 Replacement Fire Hydrants — $10,000
1969-1990 Hydrants, non-standard, hard to operate
2 New Fire Hydrants - 510,000

System Automation and Technology - $20,000
Billing System Upgrades

System Improvements - $220,419
s  Annual Meter Replacement Program — $31,250 (125 meters)
e Valve Replacement Program — $20,000
s Pipeline Upgrade Projects - $169,169

Capital Equipment Account - $28,500 {Annual FY 20-21 Deposit)

Anticipated Available Funds FY 20-21 S 67,395
Anticipated Account Expenditures for FY 20-21* S 39,000
End of FY 20-21 Account Balance $ 28,395

*FY 20-21 Planned Expenditures:

Vehicles (Work Truck): $30,000
Large Tools {Welder) $ 2,000
Technology: 5 7,000

FY 20-21 Account Expenditures  $39,000*

Water Rights - $0
Fully Funded for 112 AF @ $1,288/AF = $144,332

Capital Reserve Account — FY 20-21 Deposit - S0
Account Balance (Carry Over) $127,700

(To be utilized for Pipeline Upgrade Projects)

i:42020-2021 budget\board packet\pages\word docs 20-21\8 - cip recommendations.docx
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CAREFREE WATER COMPANY

10-YEAR CAPITAL IMPROVEMENT PLAN
FY 20-21 THRU FY 29-30

_ Flscal Year (FY) - — Line Item Category
I Capitat Improvement Deseription Canyover | 2021 e | an pEET) 2aa5 | 252 Ta 7728 2535 ] 2550 Total Total
Fire Protection
Number of Fire Hydrants N 3 3 3 3 3 3 3 3 LA
Fire Hydraris $ 2pooofs 1560060$ 7500005 1500008 15000]% 165000]8 1500008 150005 15000)s 15000 |  9650001S 155000
. ; § 50,000 § 50,000
$ _2p000 § 30,000 5 50000 | § 100,000
Annuat Meter Replacement (125 per year) 31250 31,350 31250 31250 31250 | § 31,250 31250 31,250 31,250 31,250 312,500
Valve Replacemant Progeam 20,000 26,000 20,050 | $__ 20,000 20,000 20.600 30 0% 20,000 20,000 20,000 200,000
Pipeline Upgrade Projects™ § _Zo7G/G)% 16016818 150000 150,000 150,000 150,000 150,000 | & 150,000 § $ 150,000 | 5 150,000 | 3 150,600 1,766,838 | §_ 2,299,339
Capftal Equipment
Annual Contribufisn® § G3pge5ls 28B00§% Zo00001% 260001% 25000F% 25000f6 2600005 2600005 2600016 260005 250005 — P06485]5 296485
iWaler Rights
Nor-Indian Ag CAP S 13437 g Taa3rsls 144379
Capiial Reserve § 127,700 § 5000005 50000 |5  BO.OPD § So000]% BOODO]S 50000 S 50000|%  477700fS 477,700
Total FY Expendifure] § T341¢ 786,019 § 292,250 | § 7922605 292,250 |§ 42050 322260 |% 342,260 | § 252750 % 242250 § 22260 | § 3Arzm0als 3ar2803

* See Supplemental Capital Equipment Plan Spreadsheet
“* Sea Supptemental Pipeline Upgrade Projects Spreadshest

* 2 Replacement Hydrants, 2 New Hydrants
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CAREFREE WATER COMPANY
10-YEAR CAPITAL EQUIPMENT PROGRAM
FY 20-21 THRU FY 29-30

. i Fiscal Year {FY)
| caf'ja' Equipment Description 70-21 3122 7223 3334 7425 25-26 Z627 | 2728 2829 2629 ]
Vehicies and Heavy Equip. ]
Work Truck #1 $ 34,000 % 34,000
Work Truck #2 $ 34,000 $ 34,000
Work Vehicle - GM $ 30,000 $ 30,000
Backhoe (75/25 Cast Split w/Town)} $ 52000
Large Tools $ 2000 $ 2,000 ] 2,000 $ 2,000 $ 2,000
Technology & Misc. (Computers, Printers, Work Stations, efc.)
Computer Replacements ($1500/computer) $ 3,000 3 3,0001% 3,000 3 3000]0% 3.000
Setver and Components $  11.000 ] 8,500
Meter Reading Technology Upgrades $ 4000 $§ 6000 $ 8000
Total FY Expendituref§ 33,000 |§ 450005 42,000 |5 3000]5 65800 - |5 32000 45000 % 39600]% -
Prior FY Balance} £ 33805)03% 2530518 15395)1% 538515 34,395 ] 9 8951% 32890503 3280513 10895]% 12895
Annual FY Contributionf $ 255001 8§ 27,0601 8 270000¢% 27000]1% 27000} 2700048 27000]% 2700088 27.000]% 27,000
Misc. Sales| § 500015 5000]% 5,000 | $ 5,000 5,000 § 9 5 000 5,000 § 1 5,000 | § 50001% 5,000

53951% 343953 895 |$ 32806]|% 32895]§6 19895]|F 12895]§ 44895

R4

End of FY Balance] $ 28395{$ 15395
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PIPELINE UPGRADE PROJECTS - PRIORITIZATION SUMMARY

FY 20-21 Funding

Carryover &
FY 19-20 Capital Unfunded

Priprity [Project Description Lineal Feet Project Cost | Expenditures | Capacity Fees] Reserves clp Balance

1 Silver Saddle Gravity Zone Upgrades - Ph. 1 38005 760,000 | & 25,2701 § 5683205 1664105 - $ -
2 IBlack Mtn. Foothills - Ph, 1 2850])s 511,875 | $ 25,810 S 228960 | S 169,169 | S 87,936
3 |Spanish Boot/Golden Spur - Ph. 1 3025]5 529,375 $ 529,375
4 Black Mtn. Foothills - Ph. 2 3,12515% 546,875 S 546,875
5 Spanish Boot/Golden Spur - Ph, 2 1,825]5 319,375 S 319,375
6 Silver Saddle Gravity Zone Upgrades - Ph, 2 5200)s 910,000 S 910,000
7 Milky Way Fire Protection Upgrades 2,15015 322,500 S 322,500
8 Sidewinder Fire Protection Upgrades 3,2001S5 560,000 S 560,000
9 JCarefree Drive Fire Protection Upgrades 200005 350,000 5 350,000
I 27,1751 5 4,810,000 ] $ 51,080 S 568,320]5 39537015 169,169 | $.3,626,061

Total FY 20-21 Funding

$ 1,132,859
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% o 4 on Town of Carefree Boundary

E ] Carefree Water Company Service Area

m Cave Creek Service Areas in Carefree

Maricopa County Parcels

FG = Future Growth
FP = Fire Protection
DP = Deficient Pipes
AU = Acquisition Upgrades

Tom Darlington Dr .

Carefree Water Company
Service Area

Silver Saddie
150 Kgal Tanks

E WATER COmMPANY!|

¥] 0.25 0.8 1
Miles
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JUN 2 R
CAREFREE WATER COMPANY, INC. AND 5
CAREFREE UTILITIES COMMUNITY FACILITIES DISTRICT
BOARD COMMUNICATION
TO: PRESIDENT AND BOARD MEMBERS
FROM: GREG CROSSMAN, GENERAL MANAGER /é
DATE: MAY 28, 2020
SUBJECT: AGENDA ITEM NO, 3 - WATER COMPANY HEALTH AND DEPENDENT

CARE FLEXIBLE SPENDING ACCOUNT (FSA) BENEFIT

Attached for your review prior to the June 2, 2020, Board meeting is Resolution 2020-01 which authorizes the
Water Company to offer to its employees health and dependent care Flexible Spending Accounts (FSA’s) as part of
its “cafeteria™ health insurance benefits.

The following is a summary of pertinent information regarding this program:

o  Administrative services for the FSA program is provided free of charge by the Water Company’s health
insurance provider, UnitedHealthCare.
Participation in the FSA program is optional for all employees.
Employees can choose to deposit pre-tax income into a kealth or dependent care FSA as a payroll
deduction (i.e., participation is funded by employee, not the Water Company).
Deposits are limited by IRS to $2,750/year for health and $5,000/year for dependent care.
Deposits do not “role over” from year to year (must be used during the current plan year).
Employees covered under the Water Company’s “High Deductible” health insurance option cannot
participate in the FSA program. Instead, all “High Deductible” employees qualify for a Health Spending
Account (HSA). '
e  Risks:
o Employee: Any unused deposits at the end of the plan year are forfeited.
o Water Company: An employee’s plan-year health FSA election must be fully “covered” by the
Water Company even if the employee leaves employment and will no longer be making payroll
deductions. Only health expenses that are incurred prior to the end of employment must be
“covered” by the Water Company.

Please contact Greg Crosaman (480-488-9104; greg@carefreewaterco.com}) with any questions.

z\water company docs\personnel\health-dental-std-life\fsa\fsa board approval memo.docx



RESOLUTION 2020-01

A RESOLUTION OF
THE DISTRICT BOARD OF THE
TOWN OF CAREFREE, ARTZONA
UTILITIES COMMUNITY FACILITIES DISTRICT

CONCERNING authorization to establish health and dependent care Flexible Spending Accounts for
eligible Carefree Water Company employees.

At a meeting of the members of the District Board of the Town of Carefree, Arizona Utilities
Community Facilities District (the “UCFD*), duly held on Tuesday, June 2, 2020 at 4:00 p.m. via
technological methods pursuant to A.R.S. 10-708, which meeting was open to the public, the following
Resolution was adopted.

WHEREAS, UCFD is the sole sharcholder for the Carefree Water Company (the “Water
Company™); and

WHEREAS, the employees of the Water Company are its most valuable asset; and

WHEREAS, the Water Company desires to offer to its eligible employees the opportunity to
deposit pre-tax income into a personal health or dependent care Flexible Spending Account; and

WHEREAS, UnitedHealthCare Benefit Services (“UHC Benefit Services™), the Water Company’s
health insurance provider, offers administrative services for Flexible Spending Accounts free of charge as a
service to its clients; and

WHERFEAS, participation in this program requires authorization from the Water Company’s
governing board;

NOW, THEREFORE, BE IT RESOLVED, that the Board of Directors of the UCFD, hereby
approves and adopts the “Carefree Water Company Flexible Benefit Plan” (the “Plan”) attached hereto as
Exhibit A and authorizes the General Manager of the Water Company to execute any and all documents
necessary to implement the Plan and deliver those documents to UHC Benefit Services (“Plan
Administrator™),

AYES NOES ABSTENTIONS ABSENT

Dated this 2™ day of June, 2020.

Les Peterson, Chairman of the Board of Directors

ATTEST: APPROVED AS TO FORM:

Kandace French Contreras, Secretary/Treasurer Michael Wright, Attorney

06/02/20 UCFD-CWC Resolution 2020-01 lofl




Exhibit A

CAREFREE WATER COMPANY FLEXIBLE BENEFIT PLAN




The Employer recognizes that the Plan Document is an important legal decument and this
document has been prepared based on UnitedHealthcare's understanding of the Employer's
desired provisions. It may not conform to the Employer's situation and the Employer should
consult with its attomey on the legal and tax implications of the Plan. The Employer is responsible
for reviewing all legal documents and ensuring that the documents are compliant with applicabie
law and consistent with the goals of the benefit plan. UnitedHealthcare is not engaged in the
practice of law or giving tax advice and cannot be responsible for the legal and tax aspects of the
Plan nor its appropriateness for the Employer's situation.



ADoPTIQN INFQRIMATION

PLAN TYPE: Section 125 Flexible Benefit Plan
EMPLOYER, ADMINISTRATOR AND PLAN SPONSOR:  Carefree Water Company
7181 East Ed Everett Way
Carefree, AZ 85377
EnPLOYEE CLASSIFICATION: Full-time employees working a minimum of 40 hours per week.
NEw HIRE ELIGIBILITY: First of the month foliowing one month of employment.
PLAN NUMBER: 501

ORIGINAL EFFECTIVE DATE: August 1,2013

PLAN YEAR:  Short Plan Year: January 1, 2020 — October 31, 2020
Subsequent Plan Years: November 1 — October 31

PLAN SERVICE PROVIDER: UnitedHealthcare Benefit Services
P.0. Box 30506
Salt Lake City, UT 84130-0506
Fax: 1-844-881-2247
Customer Service: 1-877-797-7475

PLAN YEAR MAXIMUR HEALTH FLEXIBLE SPENDING ACCOUNT REDUCTION: $2750 (wnth future increases to
allow for mﬂat:on)
Note: The maximum is pro-rated for Plan Years less than 12 months.

CARRYOVER: A maximum of $500 may be carried forward each Plan Year to use for Health Flexible

-Spending Account expenses incurred in the next Plan Year.

PLAN YEAR MAXIMUM DEPENDENT CARE FLEXIBLE SPENDING ACCOUNT REDUCTION: $5000
Refer to the Dependent Care section for additionat information.

CLAIMS PROCESSING SCHEDULE: Daily — (all mailed or faxed claims must be received at least fi ive (5)
business days prior to this day). UnitedHealthcare Benefit Services has a minimum renmbursement
amount of $25.00 for participants being reimbursed by check.

RUNOUT PERIOD FOR HEALTH AND DEPENDENT CARE FLEXIBLE SPENDING ACCOUNTS: Claims for
expenses incurred in the prior Plan Year must be réceived no later than 45 days following the end
of the Plan Year.

TERMINATION GUIDELINES:

HEALTH FLEXIBLE SPENDING ACCOUNT EMPLOYEE TERMINATION GUIDELINES:
NumBER OF DAYS TQ INCUR CLAIMS: For a medical expense to be eligible, it MUST be
INCURRED prior to the employee’s last day of employment.
NUMBER OF DAYS TO SUBMIT CLAIMS AFTER LAST DAY OF EMPLOYMENT: 45 days

DEPENDENT CARE FLEXIBLE SPENDING ACCOUNT EMPLOYEE TERMINATION GUIDELINES:
NumBER oF DAYS TO INCUR CLAKMS: The terminated employee has the remainder of the Plan
Year to incur eligible dependent care expenses.
WHEN MusT CLARMS BE RECEIVED By UNITEDHEALTHCARE BENEFIT SERVICES AFTER LAST DAY
OF EMPLOYMENT: Claims for expenses incurred in the prior Plan Year must be received no
jater than 45 days foilowing the end of the Plan Year.

This Adoption Information may be used anly in conjunction with the Flexible Benefit Plan Document and Summary Plan Description.
This Adoption Information and the Flexible Plan document shall together be known as the Flexible Benefit Plan.
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CAREFREE WATER COMPANY FLEXIBLE BENEFIT PLAN
' INTRODUGTION ‘

The Employer has amended this Plan effective January 01, 2020. The concept of this Pian is to allow Employees fo choose
among different types of benefits based on their own pariicular goels, desires and neads. This Plan is a restatement of g Plan which
was originally effective on August 01, 2013. The Plan shall ba known as Carefree Water Company Flexible Benefit Plan (the "Plan").

The intention of the Empfoyef is that the Plan qualiff es a "Cafeterie Plan" within the meaning of Section 125 of the Internal
Revenue Code of 1986, as amended, and that the benefits which an Employee elacts to receive under the Plan be excludable from
the Employee's income under Section 125(a) and other applicable sections of the Infernal Revenue Code of 1286, s amended.

ARTICLE §
'DEFINITIONS

14 "Administrator" means the Employer unless another person or entity has been designated by the Employer
pursuant to Section 8.1 to administer the Plan on behailf of the Employer. If the Empiloyer iS the Adiinistrator, the Employer may
appoint any person, including, but not limitad to, the Employess of the Emiployer, to perform the duties of the Administrator. Any
person so appointed shall signify acceptance by filing written acceptance with the Employer. Upon the resignation oriremoval of any
individual performing the duties of the Administrator, the Employer may designate a successor.

1.2~ "Affiiated Employer” méans the Employer and -any corporation which is a member of a controlled group of
corporations’ (a8 definedin Code Section 414(b)) which includes the Employer; any trade or business (whethier or not incorporated)
which is under commorni control (as deﬁned in Code Section 414(c)) with the Employer; any organization (whéther or not incomporated)
which is a member of an affiliated service group (as defined in Code Section'414{m)) which includes the Employer; and any othar
entity required to be aggregated with the Employer pursuant o Treasury regulations under Code Section 414(o}.

1.3 "Benefit" or "Benefit Options™ means any of the optional benefit choices available to a Paricipant as outlined in
Section 4.1. : e :

1.4 “Cafeteria Plan Benefit Dollars” means the amount available to Participants to' purchase Benéfit Options as
prowded under Sectlon 4.1. Each doliar contributed to thls Pian shall be converted |nto one Cafeherla Plan Beneﬁt Doflar.

1 5 “Code" means the Intemal Revenue Code of 1986 as amended or replaced from time to tlme

16 "Compensauon" means the amounts reoewed by the Partucspant from the Employer during a Plan Yeer

1.7 "Dependent” means any individual who quahf es as a dependent under an Insurance Contract for pumposes of

coverage under that Contract only of under Code Section 152 (as modified by Gode Section 105(b)). Any child of a Plan Participant
who is determined fo be &n alternate recipient under a qualified medlcal chlld ‘support order under ERISA Sec 609 sha!l be
considerad a Deperident under this Plan. ~

"Dependent” shall include any Child of a Participant whio'is covered under an Insurance Contract, as defined in
the Contract, or under the Health Flexible Spending Account or as allowed by reason of the Affordable Care Act.

For purposes of the Health Flexible Spending Account, a Parficipants "Child" includes histher naturai child,
stepchild, foster child, adopted child, or a child placed with the Participant for adoption. A Parlicipant's Child will be an eligible
Dependent until reaching the limiting age of 26, without regard to student status, marital status, financial dependency or residency
status with the Employee or any other person. When the child reaches the applicable llmltmg age, coverage will end at the end of the
calendar year.,

.. 'The phrase "placed for adoption" refers to a child whom the Participant intends to edopt whether or.not the
adoption has become final, who has not-attained the age -of 18 as of the date of such placement for adoption. The term "placed"
means the assumption and retention by such Employee of a legal obligation for total or partial support of the child in anticipation of
adoption of the child. The child must be available for adoption and the legal process must have commenced. -

1.8 - "“Effectlve Date™ means August 01, 2013.

19 "Election Period" means the period immediately preceding the beginning of each Plan Year established by the
Administrator, such period to be applied on a uniform and nondiscriminatory basis for all Employees and Pariicipants. However, an
Employee s initial Electlon Period shall be deten'mned pursuant to Section 5.1.

1.10 “Ei:glble Ernployee" means any. Employee who has satisfied the provisions of Section 2.1.

An individual shall not be an "Eligible Employee" if such individual is not reported on the payroll records of the
Employer as a.common law employee. In particular, it is exprassly intended that individuals not treated as common law employees by
the Employer on its payrolf records are not “Eligible: Employees" and are excluded from Plan participation even if a court or
administrative agency determines that such individuals are common {aw employees and not independent contractors.

1.1 "Employee™ means any person who is employed by the Employer. The term Employee shall include lsased
employees within the meaning of Code Saction 414(n)(2).




112 "Employer” means Carefree Water Company and any succeseor which shali maintain this Plan; and any
pradecessor which has maintained this Plan. In addition, where appropriate, the term Empioyer shall include any Participating,
Affifiated or Adopting Employer.

1.13 "ERISA" means the Empioyee Retlrement Income Security Act of 1974, as amended frum time to tlme
. 1.14 "Insurance Contract” means any oontract issued by an insurer underwntlng a Benefi t .

1.15  "Insurance Premium Payment Plan" means the plan of benef ts contained in Sec’uon 4.1 of thns Plan, which
provides for the payment of Premium Expenses. -

1.16 “Insurer” means any insurance company that underwrites a Benefit under this Plan.

1.17 "Key Employee” means an Employee described in Code Saction 416(i)(1) and the Treasury regulations
thereunder.

1,18 "Participant” means any Eligible. Employes who elects to become a Partlclpant pursuant to Section 2.3 and has
not for any reason bacome mel:glble to participate further in the Plan. . :

1.19 "Plan” means this |nstrument mcludmg alt amendments thereto

1.20 "Plan Year” means the 12-month period beginning November 01 and ending. October 31, except for the short Plan
Year beginning January, 01 and ending on October 31. The Plan Year shall he the.coverage period for the Beneﬁts provided for under
this Plan. In the event a. Pamclpent commences participation during a-Plan Year, then the initial coverage period shall be that portion
of the Plan Year commencing on such Parficipant's date of entry and endmg on the last day of such Plan Year.

1.21 “Premium Expensas“ or“Premlums" mean the Participant's ccst for the Bensfits descnbed in Section 4.1.

1.22 "Bramium Expense Account" means the acoount estabhehed for a Partlclpant pursuant to this Plan to which part
of his Cafeteria Plan Benefit Dollars may be allocaiad and from which Premiums of the Participant shall be paid or reimbursed. if more
than.one type of insured Benefit is elected, sub-accounts shall be established for each type of insured Benefit.

123 “Salary Redirection" means the contributions made by the Employer on behalf of Pariicipants pursuant to Section
3.1. These contributions shall be converted to. Cafieteria Plan Benefit Dollars and allocated to the funds or accounts establishad under
the Plan pursuant to the Pariicipants' elections made under Article V.

1.24 "Salary Redirection Agreement” means an agreement between the Participant and the Employer under which
the Participant agrees to reduca his Compensation or to forego all or part of the-increases in. such Compensation and to have such
amounts contribuied by the Employer fo the Plan on the Participant's behalf. The Salary Redirection Agreement shall apply only to
Compgnsation that has.not been actually or constructively.received by the Participant as of the date of the agreement (after tak:ng this
Plan and Code Section 125 into account} and, subsequently does not become currently available.to the Parficipant.

1.25 "Spouse” means spouse as determined under Federal law.

ARTICLE It
PARTICIPATION

24 ELIGIBILITY

Any Eligible Employee shall be eligible to participate hereunder as of the date he satisfies the eligibility conditions deﬂned in
the Adoption Information (or the Effective Date of the Plan, if later). However, any Eligible Employee who wes a Partlctpant in the Pian
on the effective date of this amendment shafl oontmue to be eligible to partlmpate in the Plan. :

22 EFFECTIVE DATE OF PARTICIPATION

An Eligible Employee shall become a Participant affective as of the date on which he satisfies the requirements of Section
2.1

23 APPLICATION TO PARTICIPATE

An Employee who is eligible to participate in this Plan shali, during the app|icable' Election Period, complete an application to
participate in a manner set forth by. the Administrator. The election shall be irrevocable until the end of the applicable Plan Year unless
the Pamc;pant is entitled to change his Benefit e[ectlons pursuant to Sectlion 5.4 hereof.

An Eligible Employee shall also be requued to complete a Satary Redirection Agreement during the Election: Period for- the
Plan Year during which he wishes to paricipate in-this Plan. Any such Salary Redirection. Agreement shall he eﬂ‘ective for the firsi pay
period beginning on or after the Employee's effective date of participation pursuant to Section 2.2.




Notwithstanding the foregoing, an Employee who is eligible fo participate in this Plan and who is covered by the Employer's
insured Benefits under this Plan shall automatically become a Participant to the extent of the Premiums for such insurance unless the
Employee elects, during the Election Period, not to parficipate in the Plan.

24 TERMINATION OF PARTICIPATION
A Participant shall no longer participate in this Pian upon the occurrence of any of the following events:

(a) Termination of employment. The Participant's termination of employment, subject to the provisions of
Section 2.5, :

(b} Death. The Participant's death, subject to the provisions of Section 2.6; or
{c) Termination of the plan. The fermination of this Plan, subject to the provisions of Section 10.2.
25 TERMINATION OF EMPLOYMENT

Iif 2 Participant's employment with the Employer is terminated for any reason other than death, his perticipation in the Benefit
Options provided under Section 4.1 shall be governed in accordance with the following:

(a) Insurance Benefit. With regard to Benefits which are insured, the Participant's participation in the Pian
shall caase, subject to the Participant's right to continue coverage under any Insurance Contract for which premiums have
already been paid.

(b} Dependent Care FSA. With regard to the Dependent Care Flexible Spending -Account, the Participant's
participation in the Plan shall cease and no further Salary Redirection contribufions shall be made. However, such
Participant may submit claims for employment related Dependent Care Expense reimbursements for claims incurred up to
the end of the Plan Year in which termination occurred and submitted within the timeframe fisted in the Adoption Information,
based on the level of the Participant's Dependent Care Flexible Spending Account as of the date of termination.

. {c). .. GOBRA applicability. With regard fo the Health Flexible Spending Account, 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 Flexible Spending Account have already been made. Thereafter, the. heaith benefits under this Plan including
the Health Flexible Spending Account shall be applied and administered consistent with such further rights a Participant and
his Depandents may be entitled to pursuant to Code Section 4950B and Section 11.14 of the Plan.

2.8 DEATH

If a Participant dies, his participation in the Plan shall 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 Dollars allocated to each specific
benefit are exhausted. in no.event may reimbursements be paid to semeene who is not a Spouse-.or Dependent. If the Plan is subject
to.the provisions of Code Section 49808, then those provisions and related regulations shall apply for purposes of the Health Flexible
Spending.Account. - s :

ARTICLE I
CONTRIBUTIONS TO THE PLAN

34 SALARY REDIRECTION

Benefits under the Plan shall be financed by Salary Redirections sufficient to support Benefits that a Participant has elected
hereunder and to pay the Participant's Premium Expenses. The salary administration program of the Employer shall be revised to
allow each Participant to agree to-reduce his pay during -a Plan Year by an amount determined necessary to purchase the elected
Benafit Options. The amount of such Salary Redirection shall be specified in the Salary Redirection Agreement and shall be
applicable for a Plan Year. Notwithstanding the above, for new Parficipants, the Salary Redirection Agreement shall only be
applicable from-the first day of the pay period following the Employee's entry date up to and including the last day of the Plan Year.
Thesé contributions shall be converted to Cafeteria Pian Benefit Dollars and allocated to the funds or accounts established under the
Plan pursuant to the Parficipants' elections made under Article V.

Any Salary Redirection shall be determined prior to the heginning of a Plan Year (subject to initlal 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 Participant may
revoke a Benefit election or a Salery Redirection Agreement after the Plen Year has commenced and make & 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 determined under Article V of the Plan and consistent with the rules and regulations of
the Depariment of the Treasury. Salary Redirection amounts shall be contributed on a pro rata basis for each pay period during the
Plan Year. All individual Salary Redirection Agreements are deemed 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 shall apply the Salary Redirection to provide the
Benefits elected by the affected Participants. Any contribution made or withheld for the Health Flexible Spending Account or




Dependent Care Flexible Spending Account shail be credited to such fund or account. Amounts designated for the Part:clpant'
Premium Expense Account shall likewise be credited to such account for the purpose of paying Premium Expenses.

33 PERIODIC CONTRIBUTIONS

Notwithstanding the requirement provided above and in other Articles of this Plan that Salary Redirections be contributed to
the Plan by the Employsr on behalf of an Employee on a level and pro rata basis for each payroll period, the Employer and
Administrator may implement a procedure in which Salary Redirections are contributed throughout the Plan Year on a periodic basis
that is not pro rata for each payroll period.-However, with regard to the Health Flexible Spending Account, the payment schedule for
the required contributions may not be based on the rate or amount of reimbursements during the Plan Year.

ARTICLE IV
. BENEFITS

a1 BENEFIT OPTIONS
Each Participant may elect any one or more of the following optional Benefits: .
(1N Heaith Flexible Spending Account
(2) Dependent Care Flexible Spending Account

In addition, each Participant shall have a sufficient poruon of his Salary Redirections applied to the folfowmg Benefits unless
the Participant elects not to receive such Benefits:

(3) _ Premiur_'n Expense Account:
42  HEALTH FLEXIBLE ‘SPENDING ACCOUNT BENEFIT
Each Participant may elect to participate in the Hea!th Flexible Spending Account option, in which case Arlicle V1 shall apply.
4.3 DEPENDENT CARE FLEXIBLE SPENDING ACCOUNT BENEFIT

Each Participant may elect to participate in the Dependent Carz Flexible Spending Account option, in whlch case Article VI
shalf apply.

44 PREMIUM EXPENSE ACCOUNT BENEFIT

() - Employer selects contracts. The Employer may seléct health or other policies allowed under Code
Section 125 or allow:the purchase of additional health or other policies by and for Participants, which policies will provide
uniform benefits for all Participants ‘electing this Benefit. These policies can include any qualified Employer sponsored
health, dental, vision, employee-only group term life (up to $50,000 death benefit), disability, accident, cancer and intensive
care insurance plans.

(b) Contract incorporated by reference. The rights and conditions with respect to the benefits payable
from any additional Insurance Contract shalf be determined therefrom, and such Insurance Contract shalt be incorporated
herein by reference.

4.5 NONDISCRIMINATION REQUIREMENTS

(a) Intent to be nondlscnmmatory it is the intent of this Plan to provide benefits to a classn" ication -of
employees which. the Secretary of the Treasury finds not io be dlscnmmatory in favor of the group in whose favor
discrimination may not occur under Code Saction 125

{b) 25% concentratlon test. it is the 1ntent.of this Plan not to provide qualified benefils as defined under
Code Section 125 to Key Employees in amounts that exceed 25% of the aggregate of such Benefits provided: for all Eligible
Employees under the Plan. For purposes of the preceding senience, qualified benefits shall not include benefits which
(without regard to this paragraph) are includible in gross income.

(c) Adjustment to avoid test failure. If the Administrator deems it necessary to avoid discrimination.or
possible taxation to Key Employees or a group of employees in whose favor discrimination may not occur in violation of
Code Section 125, it may, but shall not be required to, reduce contributions or non-taxable Benefits in order to assure
compliance with the Code and regulations. Any act taken by the Administrator shall be caried out in a uniform and
nondiscriminatory manner. Contributions which are not utilized to provide Benefits o any Participant by virlue of: any
administrative act under this paragraph shall te forfeited and deposited into the benefit plan surplus.




ARTICLE Y
PARTICIPANT ELECTIONS

5.1 INITIAL ELECTIONS

An Employss who meets the eligibility requirements of Section 2.1 _onjthe'ﬁrst day of, or during, a Plan Year may elect to
participate in this Plan for all or the remainder of such Pian Year, provided he elecis to do so on or before his effective date of
participation pursuant to Section 2.2 .

Notwithstanding the foregoing, an Employee who is eligible to participate in this Plan and who Is covered by the Employer's
insured benefits under this Plan shall automatically become a Partlmpant 1o.the extent of the Premiums for such insurancs uniess the
Employee elects, during the Election Period, not to participate in the Plan.

5.2 SUBSEQUENT ANNUAL ELECTIONS

During the Election Period prior to each subsequent Plan Year, each Participant shall be given the opportunity to sfect, on
an election of benefits form to be prowded by the Administrator, which spending account Benefi{ options he wishes to select. Any
such slection shali be effective for any Benefit expenees incurred during the Plan Year which follows the end of the Election Period.
With regard to subsequent annual elections, the following options shall apply:

(a) A Participant or Employee who failed to mmally elect to parhclpate may elect different or new Benefits
under the Plan during the Election Period;

(b} A Participant may terminate h:s partsclpatlon in the Plan by notifying the Administrator in writing during
the Election Period that he does not want to participate in the Plan for the next Plan Year; . .

{c). An Employee who elects not to participate for the Plan Year following the Election Period will have to wait
until the next Election Period before again electing to participate in the Plan, except as provided for in Saction 5.4.

5.3 FAILURE TO ELECT

With regard to Beneflls available under the Plan for which no Premium Expenses epply, any Paricipant who fails to
complete a new benefit election form pursuant to Section 5.2 by the end of the applicable Election Period shall be deemed to have
elected not to participate in the Plan for the upcoming Plan Year ‘No further Salary Redirections shall theraefore be authorized or made
for the subsequent Plan Year for such Benefits. . ‘ .

With regard to Benefits available under the Plan for which Premium Expenses apply, any Participant who fails to complete a
new benefit election form pursuant to Section 5.2 by the end of the applicable Election Period shall be deemed to have made the
same Benefit elections as are then in effect for the current Plan Year. The Participant shall also be deemed to have elected Salary
Redirection in an amount necessary to purchase such Benefit options.

5.4 CHANGE IN STATUS

(a) Change in status defined. Any Participant may change a Benefit election after the Plan Year (to which
such election relateg) 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 reguletions 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 conflict, then such rules and regulations shall
confrol.

* Regardless of the consistency requirement, if the individual, the individual's Spouse, or Dependent becomes sligible
for continuation coverage under the Employer's group health plan as provided in Code Seciion 4980B or any similar state law,
then the individual may elect {o increase payments under this Plan in order o pay for the continuation coverage. However, this
does npt apply for COBRA eligibility due {o divorce, annulment ar legal separation.

Any new election shall be effective at such time as the Administrator shall preseribe, but not garlier than the first pay
period beginning after the election form is completed and retumed to the Administrator. For the purposes of this subsection, a
. change in status shall only include the following events or other events pemmitted by Treasury regulations:

4] ) LegaIKMari_t:ai Status: events that change a Participant‘s legal marital status, ihcluding marriage, divorce,
death of a Spouse, legal separation or annulment;

(2} Number of Dependents: Events that change a Participants number of Dependents, including birth,
adoption, placement for adoption, or death of a Dependent;,

(3 Employment Status: Any of the following events that change the employment status of the Participant,
Spouse, or Dependent: termination or commencement of employment, a strike or lockout, commencement or return
from an unpaid leave of absence, or a change in worksite. In addition, if the eligibility conditions.of this Plan or other
employee 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
becomes (or ceases to be) eligible under the plan, then that change constitutes a change in employment under this
subsection;

5




{4) Dependent satisfies or ceases to salisfy the eligibility requirements: An event that causes the Participant's
Dependent fo safisfy or cease to satisfy the requirements for coverage due to attainment of age, student status, or
any similar circumstance; and

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

For the Dependent Care Flexible Spsnding Account, a Dependent becoming or ceasing to be a "Qualifying
Dependent" as defined under Code Section 21(b) shall also:quafify as a change in status.

Notwithstanding anything in this' Section to the contrary, the gain of eligibility or change in efigibility of a child, as
allowed under Code Sections 105(b) and 108, and guidance thereunder, shall qualify as a change'in status.

{b} Special enrollment rights. Notwithstanding subsection (&), the Participants may change an elaction for
group health coverage during a Plan Year and make a new election that corresponds with the special enrollment rights
provided in Code Section 9801(f), including those authorized under the ‘provisions of the Children's Health Insurance
Program Reauthorization Act of 2009 (SCHIP); provided that such Participant meets the sixty (60) day notice requirement
imposed by Code Section 9801(f) (or such longer period as may be permitted by the Plan and communicated to
Participants). Such change shall take place on a prospectivé basis, unless otherwise required by Code Section 8801(f) to be
refroactive.

(© Qualified Medical Support Order. Notwithstanding subsection {(a), in the event of a judgment, decree,
or order {including approval of a property settlement) ("order") resulting from a divorce, legal separation, annuiment, or
change in legal custody (including a quafified medical child support order defi ned in ERISA Section 808) which requires
accident or health coverage for a Participant's child (including a foster child wha'is a Dependent of the Participant):

1) " The Plan may change ah election to provide coverage for thé child if the order requires coverage under the
Parhclpant's plan; or

(2 The Participant shall be permitted to change an election to cancal coverage for the child if the order
requires the former Spouse to provide ooverage for such child, under that individual's plan and such coverage is
actually provided.

(d) Medicare or Medicaid. Notwithstanding subsection {a), a Participant may change elections to cance!
accident or health coverage for the Participant or the Participant's Spouse or Dependant if the Parficipant or the Participant's
Spouse or Dependent is enrolied in the accident or health coverage of the Employer and becomes entitied to coverage (i.e.,
enrolled) under Part A or Pait B of the Title XVt of the Social Security Act (Miedicare) or Title XIX of the Social Security Act
{Medicaid), other than coverage consisting solely of benefits under Section 1928 of the Social Security Act (the program for
distribuition of pediatric vaccines). If the Participant or the Participant's Spouse of Dependent who has heen entitied to Medicaid
or Medicare coversge loses eligibility, that individual may prospectively elect covarage Under the Plan if a benefit package
option under the Plan provides similar coverage.

(e) Cost increase or decrease. i the cost of a Benefit provided under the Pian increases or decreases during
aPlan Year, then the Plan shalt automatically increase or decrease, as the case may be, the Salary Redirections of all affected
Parficipants for such Benefit. Altematsly, if the cost of a berisfit package option increases significantly, the Administrator shall
permit the affected Participants to either make aorrespondmg changes in their payrents or revoke their elections and, in lisu
théreof, recsive on a prospective basis ¢ coverage under another benefit package option with similar coverage, or drop coverage

" prospéctively if there is no benefit package option with similar coverage.

A cost increase or decrease refers to an increase or decrease in the amount of elective contributions under
the Plan, whether resulting from an action taken by the Parficipants or an acfion taken by the Employer.

) Loss of coverage. If the coverage under a Benefit is significantly curtailed or ceases during a Plan Year,
affacted Parlicipants may revoke their eléctions of such Benefit and, in lieu thereof, elect to receive on a prospective basis
coverage under another plan with similar coverage, or drop coverage prospectively if no simitar coverage is offered.

()] Addition of a new benefit. If, during the period of coverage, a new benefit packagé option or other
coverage option is added, an exisfing benefit package option is significantly improved, or an existing benefit package option
or other coverage option is eliminated, then the affected Participants may elect the newly-added option, or elect another
optionif an option has been eliminated prospectively and make corresponding election changes with respect to other benefit
package options providing similar coverage. In addition, those Eligible Employees who are not participating in the Plan may
opt to become Parlicipants and elect the new or newly improved benefit package option.

(h} Loss of coverage under certain other plans, A Paricipant may make a prospective election change to

~ add group health coverage for the Participant, the Participant's Spouse or Dependent if such individual loses group heaith

coverage ‘sponsored by a goverrimental or educational institution, including a state children's health insurance program
under the Social Security Act, the indian Health Service or a heaith program offered by an Indian tribal government, a state
health benefits risk pool, or a foreign government group health plan.

(i} Change of coverage 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
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6.1

or Dependent’s employer if (1) the cafeteria plan or other benefits plan of the Spouse’s, former Spouse's or Dependent’s
empioyer psrmits its participants to make a change; or {2} the cafeteria plan pemmits Participants to make an election for a
period if coverage that is differant from the period of coverage under the cafetsrta plan of a Spouses former Spouse's or
Dependent's employer

. ()] Change in dependent care provider. A Participant may meke a prospectwe election change that is on
account of and corresponds with a change by the Participant in the dependent care provider. The availability of dependent

+ . cdre services from a new childcare provider is similar to a new benefit package optlon becoming available: A cost change is

aliowable in the Dependent Care Flexible Spending Account only if the cost change is imposed by a dependent care provider
who is not refated fo the Participant, as defined in Code Section 152(a)(1) through (8).

K Health FSA cannot change due to insurance change. A Participant shall not be pemmitted to change

an election to the Health Flexible: Spendmg Account as.a result of a cost or coverage change under any health insurance
benefits.

ARTICLE VI
HEALTH FLEXIBLE SPENDING ACCOUNT

ESTABLISHMENT'OF PLAN

This Health Flexible Spendlng Account is intended to qualify as a medical reimbursement ptan under Code Section 105 and

shall be interpreted in a manner consistent with such Code Section and the Treasury régulations thereunder. Participants who elect to
participate’in this Healih  Flexible Spending Account may submit ciaims for the reimbursement of Medical Expenses. All amounts
reimbursed shall be periodically paid from amounts allacated to the Health Flexible Spanding Account. Pericdic payments reimbursing
Participants from the Health Flexible Spending Account shall in no event occur less frequently than monthly.

6.2

6.3

DEFINITIONS ‘
For the purposes of this Article and the Cafeteria Plan, the terms balow have the following meaning:

(&) "Health Flexible Spending Account” means the account established for Parlicipants pursuant to this
Plan to which part of their Cafeteria Plan Benefit Dollars may be aliocated and from which all allowable Medicai Expenses
incurred by a Participant, his or her Spouse and his or her Dependents may be reimbursed.

(b} “Highly Compensated Participant” means, for the purposes of this Artlcle and determining
discrimination under Code Section 105(h), a partlctpant who is:

(1) one of the 5 highest paid officers;

(2} a shareholder who owns (or is considered to own applying the rules of Code SBCﬂOI‘I 318) more than 10
percant in value of the stock of the Employer or

(3 among the highést paid 25 percent of all Employees (other than exclusions permitted by Code Section
105(h)(3)(B} for those individuals who are not Participants).

{c) “Medical Expenses" means any expense for medical care within the meaning of the term "medical care"
as defined in Code Section 213(d) and the' rulings and Treasury regulations thereunder, and not otherwise used by the
Participant as a deduction in determining his {ax liability 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 Medical Expenses, when the
Participant is provided with the medical care that gives rise to the Medtcel Expenses, and not when the Participant is
formally billed or charged for, orpays for the medical care.

A Participant may not be reimbursed for the cost of any medicine or drug that is not "prescribed"” within the
meaning of Code Sectlon 106(f) or is not insulin.

" A Participant may not be reimbursed for the cost of other health coverage such as prem:ums paid under plang

- maintained by the employer of the Perttclpant's Spouse or |ndw:duai policies maintained by the Participant or his Spouse or
' Dependent. -

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

: (d) The definitions of Article | are hereby incorporated by reference to the extent necessary fo interpret and
apply the provisions of this Health Flexible Spending Account

FORFEITURES

The amount in the Health Flexible Spending Account as of the end of any Plan Year (and after the processing of all claims

for such Plan Year pursuant to Section 8.7 hereof, excluding any camyover) shall be forfeited and credited to the benefit plan surplus.
In such event, the Participant shall have no further claim to such amount for any reason, subject to Secticn 8.2.
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6.6

LIBITATION ON ALLOCATIONS

- (a} Notwithstanding any provision contained in this Health Flexible Spending Account to the contrary, the

" maximum amount of salary reductions that may be allocated fo the Health Flexibie Spending Account:by a Participant in or

on account of any Plan Year is $2,750, as adjusted for increases in the cost of living in accordance with Code Section
125(i2). The cost of living adjustment. in effect for a calendar year applies to any-Plan Year beginning with or within such
calendar year. The dollar increase in effsct on January 1 of any calendar year shall be effective for the Plan Year baginning
with or within such calendar year. For any short Plan Year, the limit shall ba an amount equal to the fimit for the calendar
year in which the Plan Year begins muitiplied by: the ratio obiained by dividing the number of full munths in the short Plan
Year by twelve (12).

(b) Participation in Other Plans. :All emplo.yers that are treated as a singie:employer under Code Sections
414(b), (c), or (m), relating to controlled groups and affiiated service-groups, are treated as a single-employer.for purposes
of the statutory limit. If a Participant paricipates in multipla cafeteria plans offering health flexible spending accounts
maintained by members of a controlied group or affiliated service group, the Participant's total Health Flexible Spending
Account contributions under ali of the cafeteria plans are limited to the statutory limit (as adjusted). However, a Participant
employed by two or more employers that are not members of the same controlled group may elect up o the statutory limit
(as adjusted) under each Employer's Health Flexible Spending Account.

(c) Carryover. A Participant in the Health Flexible Spending Account may roll over up-to- $500 of unused
amounts in the Health Flexible Spending Account remaining at the end of one Plan Year to the immediately foliowing Plan
Year. These amounts can be used during. the foliowing. Plan Year for expenses incurred in that Plan Year. Amounts carried
over do.not affect. the maximum amount of salary. redirection contributions. for the Plan Year to whlch they are camied over.
Unused amounts are those remaining after expenses have been reimbursed during the runout. perlod These amounts may
not be cashed out or converted to any other taxable or.nontaxable benefit. Amounts in excess of $500 will be fon‘eited The
Plan is allowed, but not requ:red to freat claims as being paid first from the current year amounts, then from the carryover
arnounts.

NONDISCRIMINATION REQUIREMENTS

(a) Intent to be nondiscriminatory. It Is the intent of this Health Flexible Spending Account not to

-digeriminate in violation of the Code and the Treasury regulations thereunder.

(b} Adjuslment to avoid test failure, If the Administrator deems it necessary to avoid discrimination under
this Health Flexible Spending Account, it may, but shall not be required to, reject any elections or reduce contributions or
Benefits in order to assure compliance with this Section..Any act.taken by. the Administrator under this Section shall be
carried out in a uniform and nondiscriminatory manner. Confributions which are not utilized to provide Benefits to any
Participant by virtue of any administrative act under this paragraph shall be forfeitad and credited to the benefit plan surplus.

COORDINATION WITH CAFETERIA PLAN

All Participants under the Cafeteria Plan are eligible to receive Benefits under this Health Flexible Spending Account. The

enrollment under the Cafeteria Plan shall constitute enroliment under this Health Flexible Spending Account. in addition, other matters
conceming contributions, elections and the like shall be governed by the general provisions of the Cafeteria Plan.

6.7

HEALTH FLEXIBLE SPENDING ACCOUNT CLAIMS

Aa) Expenses must he incurrad during Plan Year All Medical Expenses mcurrad by a Participant, his or
her Spousa and his or her Dependents during the Plan Year shall be reimbursed during the Plan Year subject to Section
2.5, even though the submission of such a claim occurs after his participation hereunder ceases; but provided that the
Medical Expenses were incurred during the appilub!e Plan Year. Medical Expenses are treated as having been incurred
when the Participant is provided with the medicai care that gives rise to the hedical Expenses not when the Participant is
formally billed or charged for, or pays for the medical care.

{b} Reimbursement available throughout Plan Year. The Administrator shall direct the reimbursement to
each eligible Participant for all aliowable Medical Expenses, up to a maximum of the amount designatad by the Participant
for the Heaith Fiexible Spanding Account for the Plan Year. Reimbursements shall be made avaitable to the Participant
throughout the year without regard to the level of Cafeteria Pian Benafit Dollars which have been allocated to the fund at any
given point in time. Furthermore, a Participant shall be entitled to reimbursements only for amounts in excess of any
payments or other reimburaements under any health care plan covering the Participant and/or his Spouse or Dependents.

(c) Payments. Reimbursement payments under this Plan shall be made directly to the Participant. The
application for payment or reimbursement shall be made to the Administrator or Plan Service Provider on an acceptable
form within a reasonable time of incurring the debt or paying for the serviee. The application shall include a written statament
from an independent third party stating that the Medical Expense has bsen incurred and the amount of such expense.
Furthermore, the Participant shall 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 Heaith Flexible Spending Account, such
amount will not be claimed as a tax deduction. The Administrator shall retain a file of all such applications.

(d) Claims for reimbursement. Claims for the reimbursement of Medical E}(penses incurred in any Plan

Year shall be paid as soon after a claim has been filed as is administratively practicable; provided however, that if a
Participant fails to submit a claim within the number of days listed in the Adoption Information, those Medical Expense
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claims shall not be congidered for reimbursement by the Administrator. However, if a Participant terminates employment
during the Plan Year, claims for the reimbursement of Medical Expenses must be submitted within the number of days listed
in the Adoptlon Information after termination of employment.

DEBIT AND CREDIT CARDS

Participants may, subject to a procedure established by the Administrator and applied in a uniform nondiscriminatory

manner, use debit andfor credit {stored vaiue) cards {"cards") provided by the Administrator and the Plan for payment of Medical
Expenses, subject to the fol[owmg ten'ns

7.1

(a) - Card only for medu:al expenses Each Pertlmpant tssued a card. shall certify that such card shall only

" be ueed for Medical Expenses. The Participant shall aiso certify that any Medical Expsnse paid with the card has not already

been reimbursed. by any other plan oovermg health benefits and that the Participant will not seek reimbursement from any

other plan oovenng health benet' ts

(b) Card issuance. Such card shall be issued upon the Participani's Effective Date of Participation and

. reissued periodically provided the. Participant remains a Participant in the Health Fiexible Spending Account. Such card shall

be automatically cancelled upon the Participant's death or termination of employment, or if such Participant has a change in
status that results in the Partlmpant's withdrawal from the Health Flexible Spendlng Account.

(c) Maximum. dollar amount avallable The doliar amount of coverage available on the card shall be the
amount electad: by the. Participant for the Plan Year. The maximum dollar amount of coverage available shall be the
maximum amount for the Plan Year as set forth in Secfion 6.4.

(d) Only available for use with certain service providers. The cards shall only be accepted by such
‘ merchants and service pmwders as have been approved by the Administrator following IRS guidelines.
(e) Card use. The cards shall only be used for Medical Expense purchases at these providers, including, but
not limited to the followmg

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

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

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

{f) - Substantiation. Such purchases by the cards shali be subject to substantiation by the Administrator,

] -'usualty by .submission of:a receipt from a service - prowder describing the service, the date and the amount. The

Administrator shall also follow the reguirements set forth in Revenue Ruling 2003-43 and Notice: 2006-62. All charges shall
be condltlonal pendlng conﬁrmatlon and substantiation.

(g) Correction mathods If such purchase is later deterrnlned by the Administrator to not qualify as a
Medical Expenss, the Administrator, in its discretion, shall use cne of the following correction methods to make the Plan

whole. Until the amount is repaid; the Administrator shall take further action to ensure that further violations of the terms of

the card do not occur, up to and including denial of access to the card.

(1) Repayment of the impropar amount by the Participant;

(2) Withholding the improper payment from the Participant's wages or other compensation to the extent
consistent with applicable federal or state law;

(3) Claims substitution or offset of future claims untii the amaunt is repaid; and

(4) if - subsections (1) through (3) fail to recover the amount consistent with the Employer's business

practices, the Employer may treat the amount as any other business indebtedness.

- ARTICLE Vi
DEPENDENT CARE FLEXIBLE SPENDING ACCOUNT

ESTABLISHMENT OF ACCOUNT

This Dependent Care Flexible Spending Account is intended to qualify as a program under Code Section 129 and shall bs

interpreted in @ manner consistent with such Code Section. Participants who elect to participate in this program may submit claims for
the reimbursement of Employment-Related Dependent Care Expenses. All amounts reimbursed shall be paid from amounts allocated
to the Participant's Bependent Care Flexible Spending Account.

7.2

DEFINITIONS

For the purposes of this Article and the Cafeteria Plan the terms below shall have the following meaning:




(a) "Dependent Gare Floxible Spending Account" means the account established for a Participant
pursuant to this Aricle to which part of his Cafeferia Plan Benefit Dollars may be allocated and from which
Employment-Related Dapendent Care Expenses of the Parficipant may be reimbursed for the care of the Qualifying
Dependents of Participants.

(b) "Earned Income™ means eamed income as defined under Code Section 32(c)(2) but excludlng such
amounts paid or incurred by the Employer for dependent care assistance to the Participant.

(c) "Employment-Related Dependent Care Expenses” mesans the amounts paid for expenses of a
Participant for those services which if paid by the Participant would be considered employment related expenses under
Code Section 21(b)(2). Generally; they shall include expenses for household services and for the care of a Qualifying
Dependent, to the extenti:that such-expenses are incumed to enable the Participant to be gainfully employed:for.any period
for which there are one or more Qualifying Depandents with respect to such Parficipant.. Emiployment-Related Dependent
Care Expenses are treated as having been incurred when the Participant's Qualifying Dependents are- provided with the
dependent care that gives rise to the Employment-Related Dependent Care Expenses, not when the Participant is formally
billed or charged for, or pays for the dependent care. The determination- of whether an- amount qualifies as an
Employment-Related Dapandent Cara Expense shall be made subject to the followmg rulss: ‘

{n if such amounts are paid for expenses mcurred outside the Pemcipant's household, they shall constitute
Employment-Related Dapendent Care Expenses only if incurred for a Qualifying Dependent as defined in Section
7.2(d){1) {or deemed to be, as described in Section 7.2(d)(1) pursuant to-Section 7.2{d)(3)), or for a Qualifying
Dependent as defined in Section 7.2{d){2) (or deemed to be, as described in Section 7.2(d)(2) pursuant to Section
7.2{d){3)) who regularly spends at least § hours per day in the Participant's household;

{2) if the expense is incurred ontside the Pelticipant"s. horne at a faclity that provides :care for a fee,
payment, or grant for more than 6 individuals who do not regularly reside at the faciity, the facility must comply
with all applicable state and local laws and regulations, including ficansing requirements, if any; and

{3 Employment-Related Dependent Care Expenses of a Participant snall not include amounts paid or

incurred to a child of such Participant who is under the- age of 19 or to an .individual who is- a Dependsnt of such
Participant or such Participant's Spouse.

{d) "Qualifying Dependent” means, fot- Depsandent Care Flexibls Spending Account purposes,

n a Participant's Dependent (as'defined in Code Section 152(a){1)) who has.not attained age 13;

(2) a Dependent or the Spouse of a Participant who is physicaily or-mentally incapable of caring for himself
or herself and has the same prlnclpai place of abode as the Participant for more than one-half of such texabie

year; or

(3) a child that is deemed to be a Qualifying Dependant descnbed in paragraph (1) or (2} above whichever
is.appropriate, pursuant to Code Section 21{a)(5). :

(e} - The definiticns of Article | are hereby incorporated by reference to the extent necessary to- mterpret and
apply the provisions of this Dependent Care Flexible Spending Account.

7.3 DEPENDENT CARE FLEXIBLE SPENDING ACCOUNTS

The Administrator shall establish a Dependent Care Flexible Spending Account for: each Partlclpant who elecis to apply
Cafeteria Plan Benefit Doilars to Dependent Care Flexible Spending Account benefits.

74 INCREASES N DEPENDENT CARE FLEXIBLE SPEMDING ACCOUNTS

A Participant's Dependent Care Flexible Spending Account shall be increased each pay period by the portion of Cafeteria
Plan Benefit Dollars that he has elected to apply toward his Dependent Care Fiexible Spending Account pursuant te elections made
under Aricle V hergof.
7.5 DECREASES IN DEPENDENT CARE FLEXIBLE SPENDING ACCOUNTS

A Participant's Dependent Care Flexible Spending Account shall be reduced by the amount of any Employment-Related
Dependent Care Expense reimbursements paid or incurred on behalf of a Participant pursuant to Section 7.12 hersof.

7.6 ALLOWABLE DEPENDENT CARE REIMBURSEMENT
Subject to limitations contained in Section 7. 9 of this Program, and to the extent of the amount contained in the Part(clpant's
Dependent Care Flexible Spending Account, a Participant who incurs Employment-Related Dependent Care Expenses shall be

entitied to receive from the Employer fuil reimbursement for the entire amount of such expenses incurred during the Plan Year or
portion thereof during which he is a Participant.
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7.7 -ANNUAL STATEMENT OF BENEFITS

On or hefore January 31st of each calendar year, the Employer shail furnish to each Employee who was a Participant and
recsived benefits under Section 7.6 during the prior calendar year, a statement of all such bensfits paid to or on behaif of such
Participant during the prior calendar year. This statement is set forth on the Participant's Form W-2. ‘

7.8 FORFEITURES

The amount in a Participant's Depandent Care Flexible Spending Account as of the end of any Plan Year (and after the
processing of all claims for such Plan Yeer pursuant to Section 7.12 herecf} shall be forfeited and credited to the benefit plan surplus.
In such event, the Participant shall have no further ciaim to such amount for any reason.

7.9 LIMITATION ON PAYMENTS

(a) Code limits. Notwithstanding any provision contained in this Article to the conirary, amounts paid from a
Parficipant's Dependent Care Flexible Spending Account in or on account of any taxable year of the Participant shall not
exceed the lesser of the Earned Income limitation described in Code Section 129(b} or $5,000 ($2,500 if a separate tax
retum is filed by a Parhcrpant who is mamed as determined under 'the rules of paragraphs (3) and (4) of Code Section
21(e)). - ‘

749 NONDISCRIMINATION REQUIREMENTS

{a) Intent to be nondiscriminatory. It is the intent of this Dependent Care Flexible Spending Account that
coniributions or benefits not discriminate .in favor of the group of employees in whose favor discrimination may not occur
under Code Section 129(d):

(b) 25% test for shareholders. It is the intent of this Dependent Care Fiexible Spending Account that not
more than 25 percent of the amounts paid by the Employer for dependent care assistance during the Plan Year will be
provided for the class of individuals who are shareholders or owners (or-their Spouses or Dependents), each -of whom {(on
any day of the Plan Year) owns more than 5 percent of the stack or of the:capitel or profits interest in the Employer.

(c) Adjustment to avoid test failure. If the Administrator deems it necessary to avoid discrimination or
possible taxation to a group of employees in whose favor discrimination may not occur in violation of Code Section 129 it
may, but shall not be required to, reject any elections- or reduce confributions or non-taxable benefits in order to assure
compliance with this Section. Any act taken by the Administrator under this Section shall be carried out in a uniform and
nondisctiminatory manner. Contributions: which are not utilized fo provide Benefits to any Part:apant by virtue of any
administrative act under this paragraph shall be forfeited. :

711 COORDINATION WITH CAFETERIA PLAN

All Participanis under the Cafeteria Pian are eligible to receive Benefits under this Dependent Care Flexibla Spending
Account. The enrcliment and termination of participation under the Cafeteria Plan shall constitute enrofiment and termination of
participation under this Dependent Care Flexible Spending Account. In addition, other matiers concerning contributions, elections and
the like shall be governed by the general provisions of the Cafeteria Plan.

712 DEPENDENT CARE FLEXIBLE SPENDING ACCOUNT CLAIMS - -

The Administrator shall direct the payment of all such Dependent Care claims to the Participant upon the presentetion to the
Administrator of documentation of such expenses in a form satisfactory to the Administrafor. In its discretion in administering the Plan,
the. Administrator may utilize forms and require documentation of costs as may be necessary to verify the claims submitted. At a
minimum, the form shali include a statement from an independent third party as proof that the expense has been incurred during the
Pian Year and the amount of such expense. In addition, the Administrator may require that each Participant who desires to receive
reimbursement under this Program for Employment-Related Dependent Care Expenses submit a statement which may contain some
or all of the following information:

{a) The Dependenf or Dependents for whom the services were performed;

(b) The nature of the services performed for the Participant, the cost of which he wishes reimbursement;

(c) The relationship, if any, of the person performing the servicas to the Participant;

(d) If the services are being performed by a child of the Participant, the age of the child;

(e} A statement as to where the services were performed;

{f If any of the services were performed outside the home, a statement as to whether the Dependent for
whom such services were performed spends at least 8 hours a day in the Participant's household;

(9) If the services were being performed in a day care center, a statement:

{1) that the day cara center complies with all applicabie laws and regulations of the state of residence,
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{2) that the day care center provides care for more than 6 individuals {other-than individuais residing at the
center), and

(3) of the amount of fee paid fo the provider.

(h) if the Participant is married, a statement containing the following:
(1 the Spouse's salary or wages if he or she is employed, or
(2) if the Participant's Spouse is not empioyed, thet
(i) he orshe is incapacitdted, or
(i) he or she is a full-ime student attending an educational institution and the months during the

year which he or she attended such institution.

{ Claims for reimbursement. lf a Participant fails to submit a claim within the number of days liated in the
Adoption information, those claims shall not be considered for reimbursement by the Administrator. However, if a Participant
terminates employment during the Plan Year, claims for reimbursement must be submitted within the number of days listed
in the Adoption Information after termination of employment.

7.13 DEBIT AND CREDIT CARDS

Parficipants may, subject to a procedure established by the Administrator and applied in 2 uniform nondiscriminatory
manner, use debit and/or credit (stored value) cards {“cards") provided by the Administrator and the Plan for payment of Employment-
Related Depandent Care Expenses, subject to the following tarms:

(a) Card only for dependent care expenses. Each Partuclpant issued a card shall cartify that such card
shall only be used for Employment-Related Dependent Care Expenses. The Participant shali also certify that any
Employmeni-Related Dependent Care Expense paid ‘with the card has not already been reimbursed by any other p|an
covering dependent care benefits and that the Participant wili not seek rembursement from any other plan covering
dependent care benefi ts

(b} Card issuance. Such card shall be issued upon the Parficipant's Effective Date of Participation and
reissued periodically provided the Participant remains a Participant in the Dependent Care Flexible Spending Account. Such
card shall be automatically cancelled upon the Participant's death or termination of employment, or if such Participant has a
change in status that resuits in the Parficipant's withdrawal from the Dependent Care Flexible Spending Account.

{c) Only available for use with certain service providers. The cards shall only be accepted by such
service providers as have been approved by the Administrator. The cards shall only be used for Employment-Related
Dependent Care Expenses from these providers.

(d) Substantiation. Such purchases by the cards shall be subject to substantiation by the Administrafor,
usually by submission of a receipt from a service prowder describing the service, the date and the amount. The
Administrator shal! alse follow the reguirements set forth in Revenue Ruling 2003-43 and Notice 2006-69. Al charges shall
be conditional pending confirmation and substantiation.

(e) Correction methods. if such purchase is later determined by the Administrator to not quafify as an
Employment-Related Dependent Care Expense, the Administrator, in its discretion, shall use one of the following correction
methods to make thie Plan whole. Until the amount is.repaid, the Administrator shaif take further action fo ensure that further
violations of the terms of the card do not accur, up to and including denial of accass to the card.

(N Repayment of the improper amount by the Participant;

(2) Withholding the improper payment from the Participant's wages or other compensation fo the extent
consistent with applicable federal or state law;

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

4 if subsections (1) through (3) fail to recover the amount, consistent with the Employer's business

practices, the Employer may treat the amount as any other business indebtedness.

ARTICLE ViH
BENEFITS AND RIGHTS
8.1 CLAIM FOR BENEFITS
(a) Insurance claims. Any claim for Benefits underwritten by Insurance Confract(s) shall be made fo the

insurer. If the Insurer denies any claim, the Participant or beneficiary shall follow the Insurer's claims review procedurs.
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{b) Dependent Care Flexible Spending Account ctaims. Any claim for Dependent Care Flexible Spending
Account Benefits shall be made to the Administrator. For the Dependent Care Flexible Spending Account, if a Participant
fails to submit a claim within the number of days listed in the Adoption Information, those claims shall not be considered for
reimbursement. by the Administrator. However, if a-Participant terminates smployment during the: Pfan Year, claims for
reimbursement . must be submitted within the number of days listed in the Adoption Information after termination of
empioyment. If the Administrator denies a claim, the Administrator may provide notice to the Parficipant or. beneficiary, in
writing, within 90 days after the claim is filed unless special circumstances require an extension of time for processing the
claim. The notice:of 2 denial of a claim shall be written in-a manner.calculated to be understood by the claimant and shall set
forth: .

(1} specific references to the pertment Plan prows:ons on which the denial is based;

2 a dascription of any additional matenai or mformatlon neoessary for the clalmant to perfect the claim and
an explanation as to why such information-is necessary; and .

(3) an explanation of the Plan s claim procedure T N N

{c) Appeal. Within 60 days after receipt of the above matenal the clalmant shall have a reasonable

opportunity to appeal the claim denial fo the Admmistrator for a full. and fair review. The claimant or his duly authorized
representative may: . :

(0 request a review upon written notice to the Admlnlstrator '
'(2) review pertinent documents and
- (3) | submit issues and commnts in wnting.
(dj ; Review of abpeal. A dedemn on the review by the Administrator will be made not later fhan 60 days

after receipt of a request for review, unless special circumstances require an extension of time for processing {(such as the
need fo hold:a hearing), in.which.event a decision should be rendered as soon as possible, but in no event later than 120
days after:such receipt. The decision of the Administrator shall be written and shall include specific reasons for the decision,
written in:a manner calculated to.be understood by the. clatmlnt Wlth specific references io the pertinent Plan provisions on
wh|ch the decision is based.

! {e) - Health FSA claims. if a Partlclpant fails to submnt ‘@ claim under the Health Flexible Spending Account
wuthln the number of days listed in the Adoption Information, those claims shall not be considered for reimbursement by the
Administrator. However, if a Participant terminates employment during the Plan Year, claims for the reimbursement must be
submitted within the number of days listed in the Adoption information after- terriiination of employment. Once a claim is
submitted, the following timetable for claims and rules below apply:

. -Notiﬁﬁtidn of whether ciaim is aeoeptéd or denied : 30 days
Extensmn due to matters beyond the control of the P!an - 15 days

Insuﬂ' c:|ent information on the clalm

Notification of 15 days
Response by Participant 45 days
Review of claim denial S 60 days

The Plan Administrator wilt provide written or electronic notiﬁwtioﬁ of any claim denial. The notice will state:

(1) | The specific reason or reasons for the denial.
(2)~ Reference to the specific Plan provisions on which the denial was based.
(3) A description of any additional material or |nforrnat|on necessary for the claimant to perfect the claim and

an explanation of why such material or information is necessary.

4) A description of the Plan's rview procedures and the time limits applicable to such procedures. This will
include a statement of the right to bring a civil action under Section 502 of ERISA following a denial on review.

(5) A statement that the claimant is entitied to receive, upon requast and free of charge, reasonable access
to, and copies of, all documents, records, and other information relevant to the claim.

(6) If the denial was based on an internal rule, guideline, protacol, or other simitar criterion, the specific rule,
guideline, protocol, or criterion will be provided free of charge. If this is not practical, a statement will be included

13




that such a rule, guideline, protocol, or criterion was relred upon in making the denial and a copy will be provided
free of charge to the c!almant upon request.

When the Partrcrpant recelves a denlat the Perhcrpant shall have 60 days following receipt of the notlf cation in
which to appeal the decision. The Pariicipant-may submit:written comments, documents, recards, and other information
relatlng fo the claim. If the Participarit requests, the Participant shall be provided, free of charge, reasonable access to, and

: coples of, all documents; records, and other information relevant to the claim. .

The-period of tlme within whrch a demal on review is reqwred to be made will begm at the time an appeal is fited in
accordance with the procedures of the Plan. This timing is without regard to whether all the necessary information
accompanies the filing.

A document, record, or other information shall be eonsidered refevant to a claim if it:
'(1) was relied uapen in maktng :the claim determination; '

(2) was submitted, considered, or generated in.the course of making the <laim-determination, without regard
to whether it was relled upon in making the claim deterrmnatlon

(3) demonstrated compliance with the administrative processes :and safeguards designed to -ensure and to
venfy that claim determinations are made in accordance with Plan documents and Plan provisions have been
applied consistently with respect to all c!almants or

) constituted a statement of pohcy or guidance with respect to the Plan concearning the denied claim.

The review will take into account all comments, documents, records, and other information submitted by the
claimant relating to the claim, without regard to whether such information was submitted or considered in the initial claim
determination. The review will not afford defarence to the initial denial and will be conducted by a fiduciary of the Plan who is
naither the |nd:vndual who made the. adverse determination ner a subordinate: of that |ndwrdual

1] Forferturas Any balanoe rematnmg in the Partlclpant's Health Fle)nble Spendmg Account {excluding
any carryover} or Dependent Care Flexible Spending Account as of the end of the time for claims reimbursement for each
Plan Year shall be forfeited and deposited in the benefit plan:surplus of the Employer pursuant to Section 6.3 -or Section 7.8,
whichever is applicable, unless the Participant had made a clalm 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 until the claim appeal procedures set forth
above have been satisfied or the claim is paid. If any such claim is denied on appeal the amount held beyond the end of the
Plan Year shait be forfeited and credrted to the henefit plan surpius.

82 - APPLICATION OF BENEFIT PLAN SURPLUS

Any forfeited amounts credited to the benefit plan surplus by virtue of the faflure of a Participant to incur a qualified expense
or seek reimbursement in a timely manner may, but need not be, separately accounted for after the close of the Plan Year (or after
such further time specified herein for the filing of claims) in which such forfeitures arose. In no event shall such amounts be carried
over to reimburse a Participant for expenses incurred during a subsequent Plan Yaar for the samé or any -other’ Benefit available
under the Plan (excepting any carryover); nor shall amounts forfeited by a particutar Participant be made available to such Participant
in any other form or manner, except as permitted by Treasury regulations. Amounts in the benefit plan surplus shall be used to defray
any administretive costs and experience losses or used to provide additional benefits under the Plan.

8.3 NAMED FIDUGIARY

The Administrator shall be the named fiduciary pursuant to ERISA Section 402 and shalt be responsible for the management
and conirol of the opsration and administration of the Pian.

84 GENERAL FIDUC[ARY RESPONSIBILITIES

The Adrnmrstrator and any other ﬁduc|ary under ERISA shall dtscharge their dutres with respect fo this Plan solely in the
interest of the Participants and their beneficiaries and

(a) for the exclusive purpose of providing Benefits to Participants and their beneficiaries and defraying
reesonable expenses of admrnlstermg the Ptan
g
§ (b) wrth the care, skill, prudence and diligence under the circumstances then prevailing that a prudent person
acting in like capacity and famrirar with such matters would use in the conduct of an enterprise of a like character and with
like aims; and
(c) in accordance with the documents and instruments governing the Plen ineofar as such documents and

insfruments are consistent with ERISA.
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8.5 NONASSIGNABILITY OF RIGHTS

The right of any Participant to receive any reimbursement under the Plan shall not be alienable by the Participant by
assignment or any other method, and shall not be subject to the rights of creditors, and any attempt to cause such right to be so
subjected shall not be recognized, except to such extent as may be required by law.

ARTICLE IX
ADMINISTRATION

0.1 PLAN ADHINISTRATION

The Employer shall be the Adminisfrator, unless the Employer elects otherwise. The Employer may appoint any person,
including, but not limited to, the Employees-of the Employer, to perform the duties of the Administrator. Any person so appointed shall
signify acceptance by filing 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 duties of the Administrator, the Employer may designate a successor.

if the Employer elects, the Employer shall appoint one or more Administrators. Any person, including, but not limited to, the
Employess of the Employer, shall be eligible to serve as an Administrator. Any parson so appointed shall signify acceptance by filing
acceptance in wrifing (or such other form as acceptable o both parties) with the Employer. An Administrator may resign by delivering
a resignation in writing (or such other form as acceptable to both parties) to the Employer or be removed by the Employer by-delivery
of notice of removal (in wiiting or such other form as dcceptabie to both parties), to take effect at a date specified therein, or upon
delivery to the Administrator if no date is specified. The Employer shall be empowered to appoint and remove the Administrator fromi
time to {ime as it deems necessary for the proper administration of the Plan to ensure that the Plan is being operated for the exclusive
benefit of the Employees entitled to participate in the Plan in accordance with the terms of the Act, the Plan and the Code.

Tha operaticn of the Plan shall be under the supervision of the Administrator. It shali be a principal duty of the Administrator
to see that the Plan is carried out in accordance with its terms, and for the exclusive benefit of Employees entitled to participate in the
Plan. The Administrator shall have full power and discretion to administer the Plan in all of its detzils and determing all questions
arising in connection with the administration, interpretation, and apptication of the Plan. The Administrator may establish procedures,
comect any defect, supply any information, or reconcile any inconsistency in such manner and to such extent as shall be deemed
necessary or advisable to carry out the-purpose of the Plan. The Administrator shall have all powers necessary or appropriate to
accomplish the Administrator's duties under the Plan.- The Administrator shall be charged with the dufies of the general administration
of the Plan as sat forth under the Plan, including, but not limited to, in addition to all other powers provided by this Pian:

(a) To make and enforce such procedures, rules and reguiations as the Administrator deems necessary or
: proper for the efficient administration of the Plan; .

(b) To interpret the provisions of the Plan, the Administrator's interpretations thereof in good fzith to be final
and conclusive on all persons claiming benefits by operation of the Plan;

(<) To decide all questions. concerning the Plan and the eligibility of any person to participate in the Plan and
. to.raceive benefits provided by operation of the:Plan;

(d) To reject elections or to limit contributions or Benefits for certain highly compensated participants if it
deems such to be desirable in order te avold discrimination under the Plan in violation of applicable provisions of the Code;

(e} To provide Employees with a reasonable notification of their benefits available by operation of the Plan
and to assist any Participant regarding the Parlicipant's rights, benefits or elections under the Plan;

To keep and maintain the Plan documents and all other records periaining to and necessary for the
administration of the Plan; .

{9 To review and settle all claims against the Plan, to approve reimbursement requests, and to authorize the
payment of benefits if the Administrator determines such shall be paid if the Administrator decides in its discretion that the
applicant is entitled to them. This authority specifically permits the Administrater to settle dlsputad claims for benefits and
any other disputed claims made against the Plan;

(h) To establish and communicate procedures to determine whether a medical child support order is
qualified under ERISA Section 609; and

()] To appoint such agents, counsel, accountants, consultants, and other persons or entites as may be
required to assist in administering the Plan.

Any procadure, discretionary act, interpretation or cbnstruction taken by the Administrator shall be done in a
nondiscriminatory manner based upon uniferm principles consistently applied and shall be consistent with the intent that the Plan shal
continue to comply with the terms of Code Section 125 and the Treasury regulations thereunder,

9.2 EXAMINATION OF RECORDS

The Administrator shall make available to each Participant, Eligible Empioyee and any other Employee of the Employer such
records as pertain to their interest under the Plan for examination at reasonable times during normal business hours.
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2.3 PAYMENT OF EXPENSES

Any reasonable administrative expenses shall be paid by the Employer unless the Employer determines that administrative
costs shall be borne by the Participants under the Plan or by any Trust Fund which may be established hereunder. The Administrator
may impose reasonable conditions for payments, provided that such condifions shall not discriminate in favor of highly compensated
employees.

94 INSURANGE CONTROL CLAUSE

In the event of a conflict between the terms of this Plan and the terms of an insurance Coniract of an independentthird party
Insurer whose product is then being used in conjunction with this Plan, the terms of the Insurance Contract shall control as to those
Parlicipants receiving coverage under such Insurance Contract For this purpose, the Insurance Contract shall control in defining the
persons eligible for insurance, the dates of their eligibility, the conditions which must be satisfied to become msured if any, the
benefits Participants ara entitled to and the circumstances under which insurance terminates.

9.5 INDEMNIFIGATION OF ADMINISTRATOR

The Employer agrees to indemnify and to defend to the fuliest extent permitted by faw any Employee-serving as the
Administrator or as a member of a committee designated as Administrator (including any Employee or former Employee who
previously servad as Administrator or as a member of such committee) .against all liabilities, damages, costs and expenses (including
attorney's fees and amounts paid in settlement of any claims approved by the Employer) occasioned by any act or omission to act in
connectlon with the Plan, if such actor omigsion is.in good faith. -

: ARTICLEX
AMENDMENT OR TERMINATION OF PLAN

10.1 AMENDMENT

The Empfoyer-; at any time or from fime to fime, may amend any or all of the provisions of the Plan without the consent.of
any Employee or Participant. No amendment shall have the effect of modifying any benefit efection of any Participant in effect at the
time of such amendment, unless such amendment is made to comply with Federal, state or local laws, stetutes or regulations.
302 TERMINATION | '

| The Employer reserves the rrgﬁt to terminate this Plan, in whole orin part, at any time. In the event the Plan is ferminated,

no further contributions shall be made. Benefits under any Insurance Contract shall be paid in accordance with the terms of the
Insurance Contract.

No further additions shall be made to the Health Flexible Spending Aocount or Dependent Care Flexible .Spending Account,
but all payments from such fund shall continue to.be made according to the-efsctions in effect until 90 days after the termination date

of the Pian. Ary amounts remaining in any such fund or account as of the end of such period. shall be forfeited and deposited in the
benefit plan surplus after the expiration of the filing period.

ARTICLE X1
MISCELLANEOUS

1.4 PLAN INTERPRETATION

All provisions of this Plan shall be interpreted snd applied in a uniform, nondiscriminatory manner. Thi§ Plan shall be read in
its entirety and not severed except as provided in Section 11.12.

11.2 GENDER, NUMBER AND TENSE

Wheraver any words are used herein in one gender, they shall be construed-as though they were also used in all genders in
all cases where they would so apply; whenever any words are used herein in the singular or plural form, they shafl be construsd es
though they were also used in the other form in all cases where they would sc apply; and whenever any words are used herein in the
past or present tense, they shall be construed as though they were also used in the other form in all cases where they would so apply.
11.3 WRITTEN DOCUMENT

This Plan, in conjunction with any separate written document which may be required by law, is intended to satisfy the written
Plan requirement of Code Section 125 and any Treasury regulations thereunder relating to cafeteria plans.

14 EXCLUSIVE BENEFIT

This Pian shall be maintained for the exclusive benefit of the Employees who pariicipate in the Plan.
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1.5 PARTICIPANT'S RIGHTS

This Plan shall not be deemed to constitute an employment confract between the Employer and any Participant or fo be a
consideration or an inducement for the employment of any Participant or Employee. Nothing contained in this Plan shall be deemed to
give any Parficipant or Employee the right to be retained in the service of the Employer or to interfere with the right of the Employer to
discharge any Participant or Employee af any fime ragardless of the effect which such dlscharge shall have upon him as a Participant
of this Plan. .

11.8 ACTION BY THE EMPLOYER

Whenever the Employer under the terms of the Plan is permitted or required o do or perform any act or matter or thing, it
shali be done and performed by a person duly authorized by its legally constituted authority.

.7 EMPLOYER'S PROTECTIVE CLAUSES

(a) Insurance purchase. Upon the failure of either the Participant or the Employer to abtain the insurance
conternplated by this Plan (whether as a result of negligence, gross neglect or otherwise), the Participant's Benefiis shall be
limited fo the insurance premium(s), if any, that remained unpaid for the period in quesfion and the actual insurance
proceeds, if any, received by the Employer or the Participant as a result of the Participant's claim.

(b} Validity, of insurance contract The Employer shall not be résponsible for the validity of any Insurance
Confract issued hereunder or for the failure on the part of the Insurer to make payments provided for under any Insurance
Contract. Once insurance is appfied: for or obtained, the Employer shail not be liable for any loss whlch may result from the
failure to pay Premiums to the extent Premium notices are not received by the Employer.

i1.8 NC GUARANTEE OF TAX CONSEQUENCES

- Neither the Administrator nor the Employer makes any commiiment or guarantee that any amounts paid to or for the benefit
of a Participant under the Plan will be excludabls from the Participant's gross income for federal -or state income-tax purposes, or that
any other federal or state tax freatment will apply to or be avaitable to any Participant. It shall be the obligation of each Participant to
determine whether each payment under the Plan is excludable from the Parlicipant's gross income for federal and state income tax
purposes, and fo notify the Employer if the Paricipant has reason to believe that any such payment is not so excludable.
Notwithstanding the foregoing, the rights of Participants under this Plan shall be legally enforceable.

i1.9 INDEMNIFICATION OF EMPLOYER- BY PARTICIPANTS

If any Participant raceives one or more payments or reimbursements under the Plan that are not for a permitted Benefit,
such Participant shail indemnify and reimburse the Employer for any liability it may incur for failure to withhold federal or state income
tax or Social Security tax from such payments or reimbursements. However, such indemnification and reimbursement shall not
exceed the amount. of additionat federal and state income tax (plus any penalties) that the. Paricipant would have owed if the
payments or reimbursements had been made to the Participant ss 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 income and Social Security tax actually
paid by the Participant.

1116 FUNDING

Unless otherwise required by law, contributions to the Pian need not be placed in trust or dedicated to a specific Benefit, but
may instead be considered general assets of the Employer. Furthermore, and unless otherwise required by law, nothing herein ghall
be construed fo require the Employer or the Adminisirator to mainfein any fund or segregate any amount for the bensfit of any
Participant, and no Participant or other person shall have any claim against, right to, or secunty or other interest in, any fund, account
or asset of the Employer from which any payment under the Plan may be made.

1111 GOVERNING LAW

This Plah is govemed by the Code and the Treasury regulations issued thereunder (as they might be amended from time to
time). 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 Pian shall be construed, enforced and adrinistered according to the iaws of the State of Arizona.
11.12 SEVERABILITY

if any provision of the Plan is held invalid or unenforceable, its invalidity or unenforceability shall not affect any other
provisions of the Plan, and the Plan shall be construed and enforced as if such provision had not been included herein.

1113 CAPTIONS

The captions contained herein are inserted only as a matter of convenience and for reference, and in no way define, limit,
eniarge or describe the scope or intent of the Plan, nor in any way shall affect the Plan or the construction of any provision thereof.

1114 CONTINUATION OF COYERAGE (COBRA)}

Notwithstanding anything in the Plan fo the contrary, in the event any benefit under this Plan subject to the continuation
coverage requirement of Code Section 49808 becomes unavailable, each Participant will be entitled to continuation coverage as
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prescribed in Code Section 49808, and related regutafions. This Section shall only apply if the Employer employs at least twenty (20)
employees on more than 50% of its typical business days in the previous calendar year

11.456 . FAM[LY AND MEDICAL LEAVE ACT {FMLA)

Notwithstanding anything in the Plan-to the conirary, in the evant any benefit under. this Plan becomes subject to the
requirements of the Family and Medical Leave Act and regulations thereunder, this Plan shal! be operated in accordarice with
Regulation 1.125-3.

1116  HEALTH INSURANCE PORTABILITY AND ACCOUNTABILITY ACT (HIPAA)

Notwithstanding anything ih this Plan to the contrary, this Plan shall be operated in accordance with HIPAA and regulations
thareunder.

1147  UNIFORMED SERVICES EMPLOYMENT AND REEMPLOYMENT RIGHTS ACT (USERRA)

Noiwiﬂ‘tstandihg any provision of this Plan to the contrary, contributions, béneﬁts .and service credit with respect to qualified
military service-shall be provided in accordance with the Uniformed Services Employment And Reemployment Rights Act (USERRA) and
the reguiations thereunder.

11.18. COMPLIANCE WITH HIPAA PRIVACY STANDARDS

{a) Application. If any benefits under this Cafeteria Plan are subject to the Standards for Privacy of
Individually ldentifiable Health Information (45 CFR Part 164, the "Privacy Standards"), then this Section shalt apply.

(b} Distlosure of PHIL. The Plan shall not disclose Protected Health Information to any member of the
Employer's woridorce unlass each of the conditions set out in this Section are met. "Protacted Health Information” shall have
the same definition as set forth-in the Privacy Standards but generally shall mean individually identifiable information about
the past, present or future ‘physical or mental heaith or condition of an individuel, including genattc information and
1nformat|on about treatment or paymant for treatment. ‘

(c) PHI disclosed for administrative purposes. Protected Healith Information disclosed to members 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 include all Plan payment functions end health care operations. The terms “payment” and
"heaith care operations" shall have the seame definitions as set out in- the Privacy Standards, but the term "payment”
generally shall mean activities taken to detarmine or fulfill Plan responsibilities with respect to eligibility, coverage, provision
of bensfils, or reimbursement for health care. Protected Health Information that consists of genetic information will not be
used or disclosed for underwriting purposes. .

(d) . PHI disclosed to: certain workforce members. The Plan shall disclose Protected Health Information
only to-members of the Employer's workforce who are designated and authorized to receive such Protected Health
Inforrnation,.and only to the extent and in the minimum amount necessary for that person to perform his or her duties with
respect to the Plan. "Members of the Employer's workforce" shall refer to all employees and other persons under the control
of the Employer. The Employer shall keep an updated list of those authorized to receive Protected Health Information.

(1) An authorized member of the Employsr's workforce who receives Protected Health Information shall use
or discfose the Protected Health Information only to the extent necessary to perfor his or her duties with respect
to the Plan,

{2) In the event that any member of the Employer's worldforce uses or discioses Protected Heaith Information
other than as permitted by this Section and the Privacy Standards, the incident shall be reported to the Plan's
privacy official. The privacy official shalf take appropriate action, including:
(i) investigation of the incident fo determine whether the breach occurred inadvertently, through
neghgence or defiberately; whether there is a pattern of breaches; and the degree of harm caused by the
‘breach; .
(i) appropriate sénctions against the persons causing the breach which, depending upon the
nature of the breach, may include oral or written reprimand, additional training, or temination of
employment;
(iii) mitigation of any harm caused by the breach, to the extent practicable; and

{iv) documentation of the incident and all actions taken to resolve the issue and mitigate any
damages.

(e) Certification. The Employer must pravide certification to the Pian that it agrees to:

N Not use or further disclose the information other than as permitted or required by the Plan documents or
as required by law;

18




11.1¢

(2) Ensure that any agent or subcontractor, to whom it provides Protected Health Information 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 Information for employment-related actions and decisions or in
eonnection with any other benefit oremployes benefit plan of the Employer;

4 Report to the Plan any use or disclosure of the Protected Health Information of which it becomes aware
that is inconsistent _with the uses or disclosures permitted by this Section, or required by law;

(5) Make available Protected Heaith Information to individual Pian members in accordance with
Section 164.524 of the Privacy Standards;

(6) Make available Protected Health Information for amendment by individual Plan members and incorporate
any amendments to Protected Health Information in accordance with Section 164.526 of the Privacy Standards;

{7 Make available the Protectsd Health Information required to provide an accounting of disclosures to
individual Plan members in accordance with Section 164.528 of the Privacy Standards;

(8) - Maks its intemal practices, books and records relating to the use and disclosure of Protected Health
Information received from the Plan available to the Department of Health and Human Services for purposes of
determining compliance by the Plan with the Privacy Standards;

(9} if feasible, return or destroy all Protected Heaith Information received from the Plan that the Employer still
maintaing in any form, and retain no copies of such information when no longer needed for the purpose for which
disclosure wes made, except that, if such return or destruction is not feasible, limit further uses and disclosures to
those purposes that make the return or destruction of the information infeasible; and

(10} Ensure the adequate separation between the Plan and members of the Employers workforce, as
required by Section 164.504(f)(2)(iif} of the Privacy Standards and set out in {d) above.

COMPLIANCE WITH HIPAA ELECTRONIC SECURITY STANDARDS
Under the Security Standards for the Protection of Etedtronic Protected Health information {45 CFR Part 164.300 et. seq.,

the "Security Standards™):

11.20

(a) Implementation. The Employer agrees to implement reasonable and appropriate administrative,
physical and technical safeguards to protect the confidentielity, integrity and availability of Electronic Protected Heaith
Information that the Employer creates, maintaing or transmits on behalf of the Plan. "Electronic Protactsd Health
Information” shali have the same definition as set out in the Security Standards, but generally shall mean Protected Health
Information that is tranemitted by or maintained in electronic media.

{b) Agents or subcontractors shall meet security standards. The Employer shali ensure that any agent
or subcontractor to whom it provides Electronic Protected Health information shall agree, in writing, to implement reasonable
and appropriate security measures to protect the Electronic Protecied Health Information.

(c) Employer shall ensure security standards. The Employer shall ensure that reasonable and
approprigte security measures are implernented to comply with the conditions and requirements set forth in Section 11.18.

MENTAL HEALTH PARITY AND ADDICTION EQUITY ACT

Notwithstanding anything in the Plan fo the contrary, the Plan will comply with the Mental Health Parity and Addiction Equity Act

and ERISA Section 712

i1.21

i1.22

19908,
11.23

Act.

GENETIC INFORMATION NONDISCRIMINATION ACT {GINA)
Notwithstending anything in the Plan fo the contrary, the Plan will comply with the Genetic information Nondiscrimination Act.
WOMEN'S HEALTH AND CANCER RIGHTS ACT

Notwithstanding anything in the Plan to the contrary, the Plan will comply with the Women's Heelth and Cancer Rights Act of

NEWBORNS® AND MOTHERS' HEALTH PROTECTION ACT

Notwithstanding anything in the Plan to the contrary, the Plan will comply with the Newborns' and Mothers' Heaith Protection
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IN WITNESS WHEREOF, this Plan document is hereby executed this day of

Caréfree Water Company

By‘

Greg Crossman
General Manager

Attest:

Kand"af:é Fren'éh Contreras
Secrefary/Treasurer
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