IMPORTANT INFORMATION REGARDING YOUR

AMERICAN FIDELITY ASSURANCE COMPANY

FLEXIBLE

Spending Accounts

American Fidelity Assurance Company continually strives

to ensure that your employer’s Cafeteria Plan meets the
requirements outlined by the Internal Revenue Service in the
Section 125 Plan Treasury Regulations. We have outlined some
important information below that affects your flexible spending
account reimbursements. If you have any questions, please
contact our office at (800) 325-0654.

Orthodontia

The IRS now specifically states that in order to be reimbursed in advance for orthodontia expenses (i.e.,
reimbursed prior to the services actually being rendered), the participant must have paid the expense first. A
participant could pay a portion of the amount but could only seek advanced reimbursement for the amount
paid. An amount in excess of what has been paid by the participant will not be eligible for reimbursement
until the service is rendered or the amount is paid by the participant. When seeking advanced orthodontia
reimbursements, the participant would need to submit the reimbursement request with a valid receipt showing
the amount paid. This change will go into effect for all plan participants January 1, 2009.

Dependent Day Care Claim Reimbursements

Just a reminder to ourud!pcndcnl day care participants: the IRS specifies that before a dependent day care
claim can be reimbursed through the flexible spending account, the day care service must have already been
provided. Itis not allowable to reimburse day care claims based strictly on when the service was paid for by
the participant. The IRS does not allow for advanced reimbursements for dependent day care expenses.

Reimbursement for Medical Travel / Medical Mileage

Under Code Section 213 (d), the IRS allows for the cost of medical travel, defined as “transportation primarily
for and essential to medical care”, to be eligible for reimbursement at a stated rate per mile. For the period of
January 1, 2008 through June 30, 2008, the stated rate was $.19 per mile; for the period of July 1, 2008 through
December 31, 2008, the stated rate is $.27 per mile. Mileage associated with seeking medical treatment, such
as going to a doctor’s office, hospital, or clinic, would be considered an eligible expense as it is necessary to
seck medical care. Mileage associated with going to a drug or discount store to pick up a prescription would not
be considered medical care and, therefore, is not an eligible expense for reimbursement. For your convenience,
a medical travel log is available on our web site at www.afadvantage.com.
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Herbal or Dietary Supplements

Supplements are being used more frequently today in conjunction with traditional medical treatments.
Although supplements can be reimbursed through the medical expense reimbursement account, it is important
to understand how this works.

The IRS says that if a supplement is treating a medical condition, it can be an eligible expense. Because
supplements can also be used to maintain a person’s general good health, it is necessary for the participant to
provide a statement from their doctor or medical practitioner (on their doctor or practitioner’s letterhead or
prescription pad) that explains the need for the supplement and the medical condition it is treating.

What is the difference between a drug and a dietary supplement?

The Federal Drug & Cosmetic Act defines drugs, in part, by their intended use, as “articles intended for use in
the diagnosis, cure, mitigation, treatment, or prevention of disease” and “articles (other than food) intended to
affect the structure or any function of the body of man or other animals™ [FD&C Act, sec. 201(g)(1)]. These
drugs have approved therapeutic claims.

Herbal supplements are not classified as drugs but as dietary supplements. The main difference is that they do
not have approved therapeutic claims unlike in the case of drugs. Moreover, dietary supplements could either
contain vitamins, minerals, herbals, or amino acids, all aimed to add to or supplement the diet of an individual.
They are not intended to be taken alone as a substitute to any food or medicine.

How can I tell the difference between an over-the-counter drug and an herbal supplement?
The easiest way is to look at the content label usually found on the back of the item’s packaging. By law, a
supplement is required to state “Supplement Facts” and drugs are required to state “Drug Facts”.
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