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The Avaya Inc. Reimbursement Account Plans

This is a Summary Plan Description (SPD) of the benefits available, effective January 1,
2007, to eligible employees under The Avaya Inc. Health Care Reimbursement
Account Plan and The Avaya Inc. Child/Elder Care Reimbursement Account Plan
(Reimbursement Account Plans).

The Board of Directors of Avaya Inc. (or its delegate) reserves the right to modify,
suspend or terminate the Reimbursement Account Plans at any time, subject to the
terms of applicable collective bargaining agreements. Questions regarding your
benefits should be addressed to the Plan Administrator (see “Important Contacts”).
Because of the many detailed provisions of the Reimbursement Account Plans, no one
other than the Plan Administrator is authorized to advise you as to your benefits. For
this reason, Avaya Inc. is not bound by statements made by anyone or any entity other
than the Plan Administrator or its authorized delegates.

Please note that participation in the Reimbursement Account Plans is neither an offer of
employment nor a guarantee of employment for any period of time at Avaya Inc.
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INTRODUCTION

The Avaya Inc. Reimbursement Account Plans allow you to set aside pre-tax dollars
from your pay to cover certain health care and/or child/elder care expenses. There are
two Reimbursement Accounts:

e The Health Care Reimbursement Account (HCRA) may be used to pay for eligible
health care expenses for you and your HCRA dependents.

e The Child/Elder Care Reimbursement Account (CECRA) may be used to pay for
eligible child/elder care expenses that allow you to work, or if you are married, that
allow both you and your lawful spouse to work, or your lawful spouse to attend
school full-time.

You may elect to participate in one, both or neither accounts. If you want to continue
participating after your initial enrollment, you must re-enroll each year during annual
enrollment. Your elections do not automatically continue from one year to the next.
Under government rules, any amounts not used for expenses incurred during the year
must be forfeited.
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Here is a summary of some features of the Reimbursement Account Plans.

Plan Feature

Summary

Eligibility

If you are an eligible employee (a regular, active, full-time or
part-time, represented employee with at least six months of
net credited service who works for a Participating
Company), you are eligible for coverage.

Enrollment

You must enroll if you want to participate in the
Reimbursement Accounts. To continue participating after
your initial enrollment, you must re-enroll each year during
annual enrollment. Your elections do not automatically
continue from one year to the next.

About the
Reimbursement
Accounts

The Reimbursement Accounts allow you to set aside pre-tax
dollars from your pay to cover certain health care or
child/elder care expenses. There are two Reimbursement
Accounts.

e The Health Care Reimbursement Account (HCRA) may
be used to pay for eligible health care expenses (medical,
dental, vision and hearing) for you and your HCRA
dependents.

e The Child/Elder Care Reimbursement Account (CECRA)
may be used to pay for eligible child/elder care expenses
that allow you to work, or if you are married, that allow
both you and your lawful spouse to work, or your lawful
spouse to attend school full-time.

You may elect to participate in one, both or neither accounts.

Under government rules, any amounts not used for expenses

incurred during the year must be forfeited.

Company Match

The Company will match $0.25 for every $1.00 you contribute
to your CECRA.

Cost

You fund your Reimbursement Account(s) with pre-tax
dollars that are deducted from your pay in equal installments
throughout the year. The minimum amount you may
contribute to each account during any one Plan Year is $300.
The maximum amount you may contribute each year is
$4,000 for HCRA and generally $4,000 for CECRA. The total
amount contributed to your CECRA including the Company
match may not exceed $5,000.
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TERMS YOU SHOULD KNOW

There are several words and phrases that have a specific meaning under the
Reimbursement Account Plans. This section explains those terms so you can better
understand your benefits. These terms are printed in boldface when they appear to let
you know they are defined here.

Annual enrollment: the period of time each year designated by the Company in which
you can generally make changes in your benefits for reasons other than a qualified
status change. If you want to continue participating in the HCRA and/or the CECRA
for any year after the year of your initial enrollment, you must re-enroll each year during
annual enrollment. Your elections do not automatically continue from one year to the
next. Elections made during annual enrollment are effective on the first day of the
following calendar year.

Avaya Health and Benefits Decision Center: the resource to call to enroll, make
changes in your coverage or ask questions about the Reimbursement Account Plans.
See “Important Contacts.”

CECRA: an acronym for the Child/Elder Care Reimbursement Account. Money in this
account may be used to pay for eligible child/elder care expenses that allow you to
work, or if you are married, that allow both you and your lawful spouse to work, or your
lawful spouse to attend school full-time.

CECRA dependent: a person who is:

. A child under the age of 13 who is a “qualifying child” under Internal Revenue
Code Section 152(a)(1); or

. A dependent of any age who is physically or mentally incapable of self-care (e.qg.,
your child, parent, domestic partner, domestic partner’s child) who qualifies as
your dependent under Internal Revenue Code Section 152 and lives with you for
more than one-half of the calendar year; or

. Your lawful spouse if he or she is physically or mentally incapable of self-care
and lives with you for more than one-half of the calendar year.

Generally, to satisfy the definition of “qualifying child” under Internal Revenue Code
Section 152(a)(1), a child must: (i) be your child, brother, sister, stepbrother, or
stepsister or a descendant of any such relative; (ii) live with you for more than one-half
of the calendar year; (iii) be under age 19 (age 24 if a student) or disabled; and (iv) not
provide more than one-half of his or her own support.

Generally, to be a “qualifying relative” under Internal Revenue Code Section 152, the
individual must: (i) bear a specified relation to you or be an individual who has the
same principal residence as you and is a member of your household; (ii) receive more
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than one-half of his or her support from you; and (iii) not be a qualifying child of you or
anyone else.

COBRA: an acronym for the Consolidated Omnibus Budget Reconciliation Act of 1985,
as amended. This refers to federal legislation that governs the offer of temporary
continued medical coverage to participants who otherwise would lose coverage due to
certain reasons, such as a loss of employment.

Eligible Employee: a regular, active, full-time or part-time, represented employee with
at least six months of net credited service who works for a Participating Company.

Individuals who are not paid from the U.S. payroll of a Participating Company, who
are employed by an independent company (such as an employment agency), or whose
services are rendered pursuant to an agreement excluding participation in benefit plans
are not eligible to participate in the Reimbursement Account Plans.

Family and Medical Leave Act (FMLA): the Family and Medical Leave Act of 1993, as
amended.

HCRA: an acronym for the Health Care Reimbursement Account. Money in this
account may be used to pay for eligible health care expenses for you and your HCRA
dependents.

HCRA dependent: a person who is your lawful spouse or dependent under Internal
Revenue Code Section 152. To be a Section 152 dependent, the person must be either
a “qualifying child” or a “qualifying relative.”

Generally, to satisfy the definition of “qualifying child”, a child must: (i) be your child,
brother, sister, stepbrother, or stepsister or a descendant of any such relative; (ii) live
with you for more than one-half of the calendar year; (iii) be under age 19 (age 24 if a
student) or disabled; and (iv) not provide more than one-half of his or her own support.

Generally, to be a “qualifying relative,” the individual must: (i) bear a specified relation
to you or be an individual who has the same principal residence as you and is a
member of your household; (ii) receive more than one-half of his or her support from
you; and (iii) not be a qualifying child of you or anyone else.

Lawful spouse: a person who is the lawful husband or lawful wife for federal income
tax purposes. An eligible employee residing in a state that recognizes common law
marriage must satisfy the specific minimum state requirements to be married under
common law.

Net credited service: your current continuous service plus all service credited under
the service bridging rules (including mandatory portability, if applicable) of The Avaya
Inc. Pension Plan and The Avaya Inc. Pension Plan for Salaried Employees.
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Participating Company: Avaya and such other companies that have elected to
participate in the Reimbursement Account Plan, with the prior approval of Avaya.

Pre-tax: pre-tax contributions are the type of contributions you make to your HCRA
and/or your CECRA. Pre-tax contributions are made before Federal, Social Security
(FICA) and most state and local taxes are withheld.

Qualified status change: as permitted under federal regulations, qualified changes in
status include the following:

Qualified Status Change | Description

Marital Status A change in your legal marital status, including
marriage, death of your spouse, divorce, legal
separation or annulment.

Number of Family Events that change the number of eligible family

Members members, including birth, adoption, placement for
adoption or death.

Employment Status A termination or commencement of employment by
you, your spouse or child.

Work Schedule A reduction or increase in hours of employment by

you, your spouse or a child, including a switch
between part-time and full-time or the start of or
return from an unpaid leave of absence.

Family Member Meets or An event that causes a member of your family to

No Longer Meets the meet or no longer meet the Plan’s eligibility

Eligibility Requirements requirements for coverage. This may include a child
reaching the maximum age for coverage.

Residence or Worksite A change in the place of residence or worksite of you,

your spouse or a child.

The Internal Revenue Service (IRS) states that you may change coverage during the
year if you have a qualified change in status. Qualified status changes must be reported
to the Avaya Health and Benefits Decision Center (see “Important Contacts”) within
31 days of the event.
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PARTICIPATING IN THE PLANS

Who Is Eligible

You are eligible to enroll if you are a regular, active, full-time or part-time, represented
employee with at least six months of net credited service who works for a
Participating Company.

In addition to your own medical, dental, vision or hearing expenses, you also can use
your Reimbursement Account(s) to cover any eligible expenses.

Individuals who are not paid from the U.S. payroll of a Participating Company, who
are employed by an independent company (such as an employment agency) or whose
services are rendered pursuant to an agreement excluding participation in benefit plans,
are not eligible to participate in the Reimbursement Account Plans.

How to Enroll
What you need to do to enroll for coverage depends on whether you are:

e Anewly eligible employee,

e An employee changing your existing coverage during an annual enrollment period,
or

e An employee changing your existing coverage level during the year due to a
gualified status change (see “If You Have a Qualified Status Change”).

Newly Eligible Employees

An enrollment letter will be sent to your home address when you first become eligible to
participate in the Reimbursement Account Plans. The letter will include information
about the Reimbursement Accounts, how to enroll and the date by which you must
make your elections. You can make your enrollment elections online by logging onto
the Avaya Healthy Decisions Web Site at www.AvayaHealthyDecisions.com or by
calling the Avaya Health and Benefits Decision Center (see “Important Contacts”).

Annual Enrollment

During annual enrollment, you will have an opportunity to select the benefits that best
meet your needs for the coming year. Annual enrollment is held once a year, usually
in the fall.
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You will receive enrollment information that will explain how to make your annual
enrollment elections, including elections for the HCRA and the CECRA. If you want to
continue participating in one or both of these accounts for any year after the year of
your initial enrollment, you must re-enroll each year during annual enrollment. Your
elections do not automatically continue from one year to the next.

Elections made during annual enrollment are effective on the first day of the following
calendar year.

You have several enrollment choices. You may:

Enroll in the Health Care Reimbursement Account (HCRA) only,

Enroll in the Child/Elder Care Reimbursement Account (CECRA) only,

Enroll in both Reimbursement Accounts, or

Choose not to participate in either Reimbursement Account.

You also must indicate the amount you want to contribute to your Reimbursement
Account(s).

Confirmation Statements

A confirmation statement will be generated after you enroll or change benefits during
annual enrollment or at any other time during the year. Be sure to review the
information carefully and report any discrepancies immediately to the Avaya Health
and Benefits Decision Center (see “Important Contacts”).

If You Do Not Enroll

If you do not make any elections during the annual enrollment period, you will not have
an opportunity to enroll in either account until the next annual enrollment or unless you
have a qualified status change. This means you will not be covered under the HCRA
or the CECRA for the current year. You must wait until the next annual enrollment to
enroll.

If You and Your Spouse Both Work for Avaya Inc.

If you and your lawful spouse both work for Avaya Inc. and are eligible to enroll in the
Reimbursement Accounts, here is what happens:

e Each of you may have your own HCRA. Each of you may contribute up to the
$4,000 Plan Year maximum to your HCRA.
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e Each of you may have your own CECRA. However, your combined total annual
contribution including the Company match (“Company Match for the CECRA”) will be
subject to IRS limitations (see “Special Rules for the CECRA”).

About Participation

If you elect to participate in the Reimbursement Accounts for a given Plan Year, your
elections will remain in effect through December 31st of that Plan Year only. If you want
to continue participating for any year after the year of your initial enroliment, you must
re-enroll each year during annual enrollment. Your elections do not automatically
continue from one year to the next.

You do not need to be enrolled for other benefits through Avaya Inc. in order to enroll
for the HCRA or the CECRA.

When Participation Begins

You can patrticipate in the Reimbursement Accounts during any Plan Year only if you
enroll as follows:

e For newly eligible employees: If you enroll by the date specified in your enroliment
letter, your participation for that year begins as of your first day of work as an
eligible employee (see “Who Is Eligible”). Your contributions generally begin as of
the following pay period. If you do not enroll within 31 days, you may not elect to
participate until the next annual enrollment. You cannot enroll after the last payroll
file has run in mid-November.

e Following a Qualified Status Change: If you elect to increase, decrease or stop
HCRA or CECRA contributions within 31 days of a qualified status change, your
change takes effect as of the following pay period. If you do not change your
election within 31 days of the qualified status change, you must wait until the next
annual enrollment.

e During Annual Enrollment: If you enroll or re-enroll during annual enrollment, your
participation for the next Plan Year begins on the first day of the following calendar
year.

For any year after the year of your initial enrollment, you must re-enroll each year during
annual enrollment if you want to continue your participation. For more information,
see “If You Have a Qualified Status Change” and “Annual Enrollment.”
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The Avaya Inc. Reimbursement Account Plans

HOW THE REIMBURSEMENT ACCOUNT PLANS WORK

The Avaya Inc. Reimbursement Account Plans allow you to set aside pre-tax dollars
from your pay to cover certain health care or child/elder care expenses. There are two
Reimbursement Accounts:

e The Health Care Reimbursement Account (HCRA) may be used to pay for eligible
health care expenses for you and your HCRA dependents.

e The Child/Elder Care Reimbursement Account (CECRA) may be used to pay for
eligible child/elder care expenses that allow you to work, or if you are married, that
allow both you and your lawful spouse to work, or your lawful spouse to attend
school full-time.

You may elect to participate in one, both or neither accounts.

The following chart provides some general guidelines about the Reimbursement
Accounts.

HOW THE REIMBURSEMENT ACCOUNT PLANS WORK

Health Care Reimbursement Account Child/Elder Care Reimbursement Account

Each Year You

Can Set Aside... | $300 - $4,000 $300 - $4,000 ($5,000 including the Company

Match)
To Be Eligible e Medically necessary e For care of CECRA dependents
f0r_ e For you and your HCRA e Fees for day care, baby-sitting and
Reimbursement, dependents housekeepers whose duties include

Expenses Must
Be...

e Not reimbursed elsewhere
e Considered an eligible expense by
the IRS

child/elder care

For payments to relatives who care for a
CECRA dependent provided you do not
claim that relative as a dependent on your
federal income tax return

Fees for before- and after-school care
programs, provided the expenses are
itemized separately from tuition expenses
To allow you to work, or if you are
married, to allow you and your lawful
spouse to work, or your lawful spouse to
attend school full-time

You Are e Up to your annual election less any | ¢ Up to your current account balance
Reimbursed previous reimbursements including the company match

This Way...

These Special e Reimbursed expenses cannot also | ¢ Reimbursed expenses lower the amount
Rules Apply... be claimed on your tax return. you can claim on the Federal Dependent

e Lawful spouses both working for
Avaya Inc. can each contribute up to
the maximum to separate accounts.

Care Tax Credit.

Contributions may be limited depending
on the employment status and income of
you and your lawful spouse (see “Special
Rules for the CECRA").

Effective 1/1/2007, Updated 3/30/2007
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The Avaya Inc. Reimbursement Account Plans

Balances Cannot Be Transferred Between HCRA and CECRA

If you participate in the HCRA and the CECRA, you cannot transfer balances from one
account to another. Your HCRA balance may only be used for eligible health care
expenses and your CECRA balance may only be used for eligible child/elder care
expenses.

Reimbursement Restrictions

The money in your Reimbursement Account(s) can only be used for eligible expenses
incurred during the same Plan Year. However, you may submit claims for expenses
incurred during a Plan Year up to April 15th of the following Plan Year. Any money
remaining in your account(s) after that date is forfeited.

When an Expense Is Incurred

Any health care or child/elder care expense is considered “incurred” on the date the
service or treatment is provided, not on the day you pay for it.

If a health care service or treatment will extend beyond December 31st, only expenses
incurred during the Plan Year for which an HCRA election is made are eligible for
reimbursement.

Account Statements

Account statements are sent to you following the third and fourth calendar quarters. You
also receive a statement with each reimbursement.
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YOUR CONTRIBUTIONS

You fund your Reimbursement Account(s) with pre-tax dollars that are deducted from
your pay in equal installments throughout the year. If you elect to participate in the
HCRA and the CECRA, your contributions to each account are kept separately.
Because of the special tax advantages offered by these accounts, IRS rules do not
allow you to transfer money from one account to the other. This means you can only
use your HCRA for eligible health care expenses and your CECRA for eligible
child/elder care expenses.

How Much You Can Contribute
The minimum amount you may contribute to each account during any one Plan Year is

$300. The maximum amount you may contribute depends on the type of account. The
following chart shows you how this works.

MINIMUM AND MAXIMUM CONTRIBUTION AMOUNTS
FOR ANY ONE PLAN YEAR

Account Minimum Maximum
HCRA (health care) $300 $4,000
CECRA (child/elder care) $300 $4,000* ($5,000 including the
Company Match)

*This amount may be limited by IRS rules. For more information, see “Special Rules for
the CECRA.”

If your enrollment is effective after January 1st of a Plan Year, you still can set aside up
to the maximum annual amount allowed for each account. Your contributions will be
deducted from your pay in equal installments throughout the remaining months of that
Plan Year. However, there is a $5,000 annual maximum for CECRA elections
(including Company contributions), which is an IRS maximum. So you should take into
consideration any amounts that you and/or your spouse may have contributed through
another employer.

Estimate Your Expenses to Determine Your Contributions

It is important to carefully estimate your expenses before you decide how much you
want to contribute to the HCRA and/or the CECRA during the Plan Year, since unused
balances must be forfeited. You should be able to get a good idea of what your
expenses might be by looking at your expenses over the last couple of years. Also
consider any health care expenses (medical, dental, vision or hearing) and/or changes
to your child/elder care needs that you expect may occur during the Plan Year.
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You may want to be conservative in your estimate, to avoid forfeitures. For more
information