








CLAIMS PROCEDURES

SUBMITTING A CLAIM

A claim is a request for a benefit determination that is made, in accordance
with the Plan's procedures, by a Claimant or his authorized representative. A
claim must name the Plan and the Claimant, must include a list of services or
supplies (or procedures or procedure codes) for which a benefit or benefit de-
termination is requested, the date of service, the amount of charges, the address
(location) where services were received and the provider name, address, phone
number and tax identification number,

A claim must be submitted to the following claims office within ninety (90)
days of the date the expense is incyrred:

West Coast Administrators
444 West C Street Suite 300
San Diego, CA 92101-3533

ASSIGNMENTS TO PROVIDERS

Plan benefits will be patd to the covered Employee except that: (1) assignments
of benefits to providers of service will be honored, (2) the Plan may pay bene-
fits directly to providers of service unless the Covered Person requests other-
wise, in writing, within the time limits for filing proof of loss and (3) the Plan
may make benefit payments for a child covered by a Qualified Medical Child
Support Order (a QMCSQO) directly to the custodial parent or legal guardian of
such child.

Benefits due to any Network provider will be considered "assigned” to such
provider and will be paid directly to such provider, whether or not a written
assignment of benefits was executed. Notwithstanding any assignment or non-
assignment of benefits to the contrary, upon payment of the benefits due under
the Plan, the Plan is deemed to have fulfilled its obligations with respect to
such benefits, whether or not payment is made in accordance with any assign-
ment or request.

No covered Employee or Dependent may, at any time, either while covered
under the Plan or following termination of coverage, assign his right to sue to
recover benefits under the Plan or enforce rights due under the Plan or any
other causes of action he may have against the Plan or its fiduciaries.
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NOTE: Benefit payments on behalf of a Covered Person who is also covered
by a state's Medicaid program will be subject to the state's right to reimburse-
ment for benefits it has paid on behalf of the Covered Person, as created by an
assignment of rights made by the Covered Person or his beneficiary as may be
required by the state Medicaid plan. Furthermore, the Plan will honor any sub-
rogation rights that a state may have gained from a Medicaid-eligible benefici-
ary due to the state's having paid Medicaid benefits that were payable under the
Plan.

CLAIMS TIME LIMITS AND ALLOWANCES

The chart below sets forth the time limits and allowances that apply to the Plan
and a Claimant with respect to claims filings, administration and benefit
determinations (i.e., how quickly the Plan will respond to claims notices,
filings and claims appeals and how much time will be allowed for Claimants to
respond, etc.).

Important: These claims procedures address the periods within which
claims determinations will be decided, not paid. Benefit payments must be
made within reasonable periods of time following Plan approval.

TIME LIMIT OR
CLAIM ACTIVITY ALLOWANCE
Claimant Makes Initial Incomplete Within 30 days (and sooner if reasonably
Claim Request possible), Plan advises Claimant of in-
formation needed to complete the claim

request.

Plan Receives Completing Information Within 30 days, Plan approves or denies
claim. 15 additional days may be al-
lowed with full notice to Claimant - see
definition of "full notice” below.

Claimant Makes Initial Complete Claim | Within 30 days of receiving the claim,
Request Plan approves or denies claim. 15 addi-
tional days may be allowed with full
notice to Claimant - see definition of
"full notice” below.

Claimant Appeals See "Appeals Procedures” subsection.
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TIME LIMIT OR
CLAIM ACTIVITY ALLOWANCE
Plan Responds to Appeal Within 60 days after receipt of appeal (or

within 30 days for each appeal if Plan
provides for two appeal levels).

"Full notice" means that notice is provided to the Claimant describing the circum-
stances requiring the extension of time and the date by which the Plan expects to ren-
der a decision. Such extension must be necessary due to matters beyond the control
of the Plan and notification to Claimant must occur prior to the expiration of the ini-
tial 30-day or 60-day period.

Authorized Representative May Act for Claimant

Any of the above actions that can be done by the Claimant can also be done by
an authorized representative acting on the Claimant's behalf. The Claimant
may be required to provide reasonable proof of such authorization.

Written or Electronic Notices
The Plan shall provide a Claimant with written or electronic notification of any
benefit reduction or denial.

CLAIMS DENIALS

If a claim is wholly or partially denied, the Claimant will be given written or
electronic notification of such denial. The notice will include the following
and will be provided in a manner intended to be understood by the Claimant:

s  Specific reason(s) for the decision to reduce or deny benefits;

» Specific reference to the Plan provision(s) on which the denial is
based as well as identification of and access to any guidelines, rules
and protocols that were relied upon in making the decision;

* A statement that the Claimant is entitled to receive, upon request and
free of charge, reasonable access to and copies of, all documents, re-
cords or other information relevant to the Claimant's claim for bene-
fits;
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e  The identity of any medical or vocational experts consulted in connec-
tion with the claim, even if the Plan did not rely upon their advice or a
staternent that the identity of the expert(s) will be provided upon re-
quest;

® A description of any additional information needed to change the de-
cision and an explanation of why it is needed;

* A description of the Plan’s procedures and time limits for appealed
claims.

APPEAL PROCEDURES

Filing an Appeal

Within 180 days of receiving notice of a claim reduction or denial, a Claimant
may appeal his claim, in writing, to a new decision-maker and he may submit
new information (comments, documents, records, etc.) in support of his appeal.

In response to his appeal, the Claimant is entitled to a full and fair review of
the claim and a new decision. A "full and fair review" takes into account all
comments, documents, records and other information submitted by the
Claimant relating to the claim, without regard to whether the information was
submitted or considered in the initial benefit determination.

At such time as the Claimant appeals a denied claim, he will be provided, upon
request and free of charge, with access to and copies of all documents, records
and other information relevant to his claim for benefits.

NOTE: The Plan will not require more than two (2) levels of mandatory
appeal. If more than one (1) level of mandatory appeal is required, both will
be completed within the time frame applicable to one (1) level.

Decision on Appeal
A decision with regard to the claim appeal will be made within the allowed
time frame - see "Claims Time Limits and Allowances.”

The decision on appeal will be in writing or by electronic naotification. If the
decision is to continue to reduce or deny benefits, the notification will be
provided in a manner calculated to be understood by the Claimant and will
include:
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Specific reason(s) for the decision;

Reference to the pertinent Plan provisions on which the decision is
based;

A statement that the Claimant is entitled to receive, upon request and
free of charge, reasonable access to and copies of all documents, re-
cords and other information relevant to the claim;

Identification of any medical or vocational experts whose advice was
obtained in connection with the claim denial;

Identification of and access to any guidelines, rules, protocols that
were relied upon in making the decision;

A statement describing any voluntary appeal procedures offered by

the Plan and the Claimant's right to obtain the information about such
procedures.
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DEFINITIONS

When capitalized within the text of this booklet, the following terms will have
the meanings shown below. Other capitalized terms may be defined in the
Plan Document,

Covered Person - A covered Employee, a covered Dependent and a Qualified
Beneficiary (COBRA). See KEligibility and Effective Dates and
Continuation of Coverage Option (COBRA) sections for further
information.

NOTE: In enrelling an individual as a Covered Person or in determining or
making benefit payments to or on behalf of a Covered Person, the eligibility of
the individual for state Medicaid benefits will not be taken into account.

Dentist - An individual who is duly licensed to practice dentistry or perform
oral surgery in the state where the dental service is performed and who is oper-
ating within the scope of his license. A physician (M.D.) will be considered to
be a Dentist when he performs any dental services within the operating scope
of his license.

Usual, Customary and Reasonable - A charge made by a provider which
does not exceed the general level of charges made by other providers in the
area or community who have similar experience and training for the treatment
of dental conditions comparable in severity and nature to the dental condition
being treated. The term “area" as it would apply to any particular service,
medicine or supply means a county or such greater area as is necessary to ob-
tain a representative cross section of the level of charges.

39




1
|

GENERAL PLAN INFORMATION

Name of Plan:

Plan Sponsor /
Plan Administrator:
Address:

Business Phone Number:

Participating Employers:

Plan Number:
Plan Year:
Plan Benefits:

Named Fiduciaries
{Superintendents):

(See also definition of "Fiduciary")

Designated Legal Agent:
Address:

Imperial Valley Schools JPA
Dental & Vision Benefit Plan

Imperial Valley Schools JPA

¢/o West Coast Administrators, Inc,
444 West C Street Suite 300

San Diego, CA 92101-3533

(619) 232-4441

Calipatria Unified School District
IVROP

McCabe Union School District
Meadows Union School District
Mulberry School District
Magnolia School District

San Pasqual Valley USD

501
October 1 through September 30
Dental & Vision Benefits

Doug Kline / Calipatria USD

Mary Camacho / IVROP

Amanda Brooke / McCabe USD

Sue Hess / Meadows USD

Dan Eddins / Mulberry School District
Blaine Smith / Magnolia School District
David Schoneman / San Pasqual Valley USD

Tamara D. Dehaan Esq.
444 West C Street Suite 300
San Diego, CA 92101-3533
(619) 544-0715

(Legal process may be served upon the Plan Sponsor or a Fiduciary)

Contract Administrator:
Address:

Phone:
Website:

West Coast Administrators, Inc.
444 West C Street Suite 300

San Diego, CA 92101-3533
(619) 232-4441
www.wcadmin.com
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FUNDING - SOURCES AND USES

Contribution Determinations

The Plan Sponsor will, from time to time, evaluate the costs of the Plan and
determine the amount to be contributed by the Employer(s). Employee
contributions are determined by each district and in some instances may be
subject to collective bargaining at the district level.

Employer contributions and those paid by Employee, if any, will be placed in a
special account or accounts administered by the Contract Administrator to
provide the non-insured benefits under the Plan.

Plan Funded Benefits
The contributions will be applied to provide the benefits under the Plan.

Administration Expenses

Contributions will also be used to pay administrative expenses of the Plan in
accordance with the terms and conditions of an administration agreement
between the Plan Sponsor and the Contract Administrator(s).

ADMINISTRATIVE PROVISIONS

Administration

Certain benefits of the Plan are administered by Contract Administrator(s)
under the terms and conditions of administration agreement(s) between the
Plan Sponsor and Contract Administrator(s).

Creditable Coverage Certificates - Under the Health Insurance Portability
and Accountability Act of 1996 {commonly known as HIPAA), an individual
has the right to receive a certificate of prior health coverage, called a
“certificate of creditable coverage” or “certificate of group health plan
coverage,” from the Plan Sponsor or its delegate. If Plan coverage or COBRA
continuation coverage terminates (including termination due to exhaustion of
all lifetime benefits under the Plan), the Plan Sponsor will automaticaily
provide a certificate of creditable coverage. The certificate is provided at no
charge and will be mailed to the person at the most current address on file. A
centificate of creditable coverage will also be provided, on request, in
accordance with the law (i.e., a request can be made at any time while
coverage is in effect and within twenty-four (24) months after termination of
coverage). Written procedures for requesting and receiving certificates of
creditable coverage are available from the Plan Sponsor.
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Gender and Number

Except when otherwise indicated by the context, any masculine terminology
will also include the feminine (and vice-versa) and any term in the singular
will also include the plural (and vice-versa).

Legal Actions

No Employee, Dependent or other beneficiary will have any right or claim to
benefits from the Plan, except as specified herein. Any dispute as to benefits
under this Plan will be resolved by the Plan Sponsor under and pursuant to the
Ptan Document. No action may be brought for benefits provided by the Plan
or an amendment or modification thereof or to enforce any right thereunder,
until after the claim has been submitted to and determined by the Plan and then
action may only be brought within one year after the date of such decision.

Loss of Benefits

The following circumstances may result in disqualification, incligibility or
denial, loss, forfeiture, suspension, offset, reduction or recovery of any benefit
that a Plan participant or beneficiary might otherwise reasonably expect the
Plan to provide based on the description of benefits:

*  An employee's cessation of active service for the employer,;

e Plan participant's failure to pay his share of the cost of coverage, if
any, in a timely manner;

s Dependent ceases to meet the Plan's eligibility requirements (i.e., a
child reaches a maximum age limit or a spouse divorces);

o Claim for benefits is not filed within the time limits of the Plan.

Misstatement / Misrepresentation

If the marital status, Dependent status or age of a Covered Person has been
misstated or misrepresented in an enrollment form and if the amount of the
contribution required with respect to such Covered Person is based on such
criteria, an adjustment of the required contribution will be made based on the
Covered Person's true status.

If marital status, Dependent status or age is a factor in determining eligibility
or the amount of a benefit and there has been a misstatement of such status
with regard to an individual in an enrollment form or claims filing, his eligibil-
ity, benefits or both, will be adjusted to reflect his'true status.
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A misstatement of marital status, Dependent status or age will void coverage
not validly in force and will neither continue coverage otherwise validly
terminated nor terminate coverage otherwise validly in force. The Plan will
make any necessary adjustments in contributions, benefits or eligibility as soon
as possible after discovery of the misstatement or misrepresentation. The Plan
will also be entitled to recover any excess benefits paid or receive any shortage
in contributions required due to such misstatement or misrepresentation.

Misuse of Identification Card

If an Employee or covered Dependent permits any person who is not a covered
member of the family unit to use any identification card issued, the Plan
Sponsor may give Employee written notice that his {and his family's) coverage

will be terminated at the end of thirty-one (31) days from the date written
notice is given.

Non-Discrimination Due to Health Status

An individual will not be prevented from becoming covered under the Plan due
to a health status-related factor. A "health status-related factor" means any of
the following:

* A medical condition (whether physical or mental and including condi-
tions arising out of acts of domestic violence)

Claims experience

Receipt of heaithcare

Medical history

Evidence of insurability

Disability

Genetic information

Privacy Rules & Security Standards & Intent to Comply

The Plan Sponsor certifies that the Plan is amended (by separate addendum) to
comply with the Standards for Privacy of Individually Identifiable Health In-
formation (i.e., the “Privacy Rules) of the Health Insurance Portability and
Accountability Act (HIPAA). The Plan Sponsor also certifies that the Plan is
amended to comply with HIPAA Security Standards with respect to electronic
Protected Health Information.

The Plan and the Plan Sponsor will not intimidate or retaliate against employ-

ees who file complaints with regard to their privacy and employees will not be
required to give up their privacy rights in order to enroll or have benefits.
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Purpose of the Plan

The purpose of the Plan is to provide certain dental and vision benefits for eli-
gible Employees of the Participating Employer(s) and their eligible Depend-
ents. The Plan is not a plan of insurance.

Reimbursements

Whenever any benefit payments which should have been made under the Plan
have been made by another party, the Plan Sponsor and the Contract Adminis-
srator will be authorized to pay such benefits to the other party; provided, how-
ever, that the amounts so paid will be deemed to be benefit payments under the
Plan and the Plan will be fully discharged from liability for such payments to
the full extent thereof.

Right of Recovery

Whenever any benefit payments have been made by the Plan in excess of the
maximum amount required under the terms of the Plan Document, the Plan
will have the right to recover all such excess amounts from any persons, insur-
ance companies or other payees and the Employee or Dependent will make a
good faith attempt to assist the Contract Administrator in such recovery.

The Plan Sponsor may, in its sole discretion, pay benefits for care or services
pending a determination of whether or not such care or services are covered
hereunder. Such payment will not affect or waive any exclusion and to the
extent benefits for such care or services have been provided, the Plan will be
entitled to recoup and recover the amount paid therefore from the Covered
Person or the provider of service in the event it is determined that such care or
services are not covered hereunder. The Covered Person (parent, if a minor)
will execute and deliver to the Plan all assignments and other documents nec-
essary or useful to the Plan Sponsor or Contract Administrator for the purpose
of enforcing the Plan's rights under this provision.

Rights Against the Plan Sponsor or Employer

Neither the establishment of the Plan, nor any modification thereof, nor any
distributions hereunder, will be construed as giving to any Employee or any
person any legal or equitable rights against the Plan Sponsor, its shareholders,
directors or officers or as giving any person the right to be retained in the em-
ploy of the Employer.

Type of Plan
This Plan is a self-funded nonfederal governmental (JPA) dental benefit plan.
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Workers' Compensation
The benefits provided by the Plan are not in lieu of and do not affect any re-

quirement for coverage by Workers' Compensation Insurance laws ot similar
legisiation.
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COBRA CONTINUATION COVERAGE

In order to comply with the Consolidated Omnibus Budget Reconciliation Act
of 1985 (COBRA), the Plan includes a continuation of coverage option, which
is available to certain Covered Persons whose health care coverage(s) under
the Plan would otherwise terminate. This provision is intended to comply with
that law and if it is found to be incomplete or in conflict in any way with the
law or changes to the law, the law will prevail.

If a_retired Employee is covered under the Plan and one of his Dependents has
a Qualifying Event (i.e., divorce, loss of Dependent child eligibility, etc.), such
Dependent may be eligible for COBRA Continuation Coverage. Also, certain
other COBRA rights apply to such retirees and their covered Dependents with
regard to an Employer's bankruptcy. Anywhere "retirees” are referenced
herein, it means only those retired Employees who were covered under the
Plan.

Definitions - When capitalized in this COBRA section, the following items
will have the meanings shown below:

Qualified Beneficiary - An individual who, on the day before a Qualifying
Event, is covered under the Plan by virtue of being either a covered Em-
ployee or the covered Dependent spouse or child of a covered Employee.

Any child who is born to or placed for adoption with a covered Employee
during a period of COBRA continuation coverage. Such child has the
right to immediately elect, under the COBRA continuation coverages the
covered Employee has at the time of the child's birth or placement for
adoption, the same coverage that a Dependent child of an active Employee
would receive. The Employee's Qualifying Event date and resultant con-
tinuation coverage period also apply to the child.

An individual who is not covered under the Plan on the day before a Qualify-
ing Event because he was denied Plan coverage or was not offered Plan cover-
age and such denial or failure to offer constitutes a violation of applicable law.
The individual will be considered to have had the Plan coverage and will be a
"Qualified Beneficiary” if that individual experiences a Qualifying Event.
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Exception: An individual is not a Qualified Beneficiary if the individual's
status as a covered Employee is attributable to a period in which he was a
nonresident alien who received no earned income from the Employer that
constituted income from sources within the United States. If such an
Employee is not a Qualified Beneficiary, then a spouse or Dependent child
of the Employee is not a Qualified Beneficiary by virtue of the
relationship to the Employee.

Qualifving Event - Any of the following events which would result in the
loss of health coverage under the Plan in the absence of COBRA
continuation coverage:

¢ Voluntary or involuntary termination of Employee's employment
for any reason other than Employee’s gross misconduct;

®  Reduction in an Employee's hours of employment to non-eligible
status. In this regard, a Qualifying Event occurs whether or not
Employee actually works and may include absence from work
due to a disability, temporary layoff or leave of absence where
Plan coverage terminates but termination of employment does not
occur. If a covered Employee is on FMLA unpaid leave, a Quali-
fying Event occurs at the time the Employee fails to return to
work at the expiration of the leave, even if the Employee fails to
pay his portion of the cost of Plan coverage during the FMLA
leave:

* Employee's spouse or child, Employee’s entitlement to Medicare.
For COBRA purposes, "entitlement” means that the Medicare
enrollment process has been completed with the Social Security
Administration and the Employee has been notified that his or her
Medicare coverage is in effect;

» Employee's spouse or child, the divorce or legal separation of the
Employee and spouse;

* Employee's spouse or child, the death of the covered Employee;

* Employee's child, the child’s loss of Dependent status (i.e., a De-
pendent child reaching the maximum age limit);
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* Retirees and their Dependent spouses and children, loss of Plan
coverage due to the Employer’s filing of a bankruptcy proceeding
under Title 11 of the U.S. Bankruptcy Code. In order for a Quali-
fying Event to occur, the Employee must have retired on or be-
fore the date of substantial elimination of the Plan's benefits and
must be covered under the Plan on the day before the bankruptcy
proceedings begin. "Substantial elimination" of the Plan's bene-
fits must occur within 12 months before or after the bankruptcy
proceedings begin.

NonCOBRA Beneficiary - An individual who is covered under the Flan on
an "active" basis (i.e., an individual to whom a Qualifying Event has not
occurred).

Notification — If the Employer is the Plan Administrator and if the Qualifying
Event is Employee’s termination/reduction in hours, death or Medicare entitle-
ment, then the Plan Administrator must provide Qualified Beneficiaries with
notification of their COBRA continuation coverage rights within 44 days of the
event. If the Employer is not the Plan Administrator, then the Employer’s noti-
fication to the Plan Administrator must occur within 30 days of the Qualifying
Event and the Plan Administrator must provide Qualified Beneficiaries with
their COBRA rights notice within 14 days thereafter. Notice to Qualified
Beneficiaries must be provided in person or by first-class mail.

Each Qualified Beneficiary, including a child who is born te or placed for
adoption with an Employee during a period of COBRA continuation coverage,
has a separate right to receive a written election notice when a Qualifying
Event has occurred that permits him to exercise coverage continuation rights
under COBRA. However, where more than one Qualified Beneficiary resides
at the same address, the notification requirement will be met with regard to all
such Qualified Beneficiaries if one election notice is sent to that address, by
first-class mail, with clear identification of those beneficiaries who have sepa-
rate and independent rights to COBRA continuation coverage.

An Employee or Qualified Beneficiary is responsible for notifying the Plan of
a Qualifying Event that is a Dependent child's ceasing to be eligible under the
requirements of the Plan or the divorce or legal separation of the Employee
from his/her spouse. A Qualified Beneficiary is also responsible for other noti-
fications. See the COBRA Notification Procedures as included in the Plan’s
Summary Plan Description (and the Employer’s “COBRA General Notice” or
“Initial Notice™) for further details and time limits imposed on such notifica-
tions. Upon receipt of a notice, the Plan Administrator must notify the Quali-
fied Beneficiary(ies) of their continuation rights within 14 days.
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Election and Election Period - COBRA continuation coverage may be elected
during the period beginning on the date Plan coverage would otherwise termi-
nate due to a Qualifying Event and ending on the later of the following: (1) 60
days after coverage ends due to a Qualifying Event or (2) 60 days after the
notice of the COBRA continuation coverage rights is provided to the Qualified
Beneficiary.

If the COBRA election of a covered Employee or spouse does not specify
"self-only” coverage, the election is deemed to include an election on behalf of
all other Qualified Beneficiaries with respect to the Qualifying Event. How-
ever, each Qualified Beneficiary who would otherwise lose coverage is entitled
to choose COBRA continuation coverage, even if others in the same family
have declined. A parent or legal guardian may elect or decline for minor De-
pendent children.

An election of an incapacitated or deceased Qualified Beneficiary can be made
by the legal representative of the Qualifying Beneficiary or the Qualified
Beneficiary's estate, as determined under applicable state law or by the spouse
of the Qualified Beneficiary.

If, during the election period, a Qualified Beneficiary waives COBRA con-
tinuation coverage rights, the waiver can be revoked at any time before the end
of the election period. Revocation of the waiver will be an election of CO-
BRA continuation coverage. However, if a waiver is revoked, coverage need
not be provided retroactively (that is, from the date of the loss of coverage until
the waiver is revoked). Waivers and revocations of waivers are considered to
be made on the date they are sent to the Employer or Plan Administrator.

Open enrollment rights which allow NonCOBRA Beneficiaries to choose
among any available coverage options are also applicable to each Qualified
Beneficiary.

The Plan is required to make a complete response to any inquiry from a

healthcare provider regarding a Qualified Beneficiary's right to coverage dur-
ing the election period.
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Effective Date of Coverage - COBRA continuation coverage, if elected within
the period aliowed for such election, is effective retroactively to the date
coverage would otherwise have terminated due to the Qualifying Event and the
Qualified Beneficiary will be charged for coverage in this retroactive period.

See "Election and Election Period" for an exception to the above when a
Qualified Beneficiary initially waives COBRA continuation coverage and then
revokes his waiver. In that instance, COBRA continuation coverage is
effective on the date the waiver is revoked.

Level of Benefits - COBRA continuation coverage will be equivalent to
coverage provided to similarly situated NonCOBRA Beneficiaries to whom a
Qualifying Event has not occurred. If coverage is modified for similarly
situated NonCOBRA Beneficiaries, the same modification will apply to
Qualified Beneficiaries.

If the Plan includes a deductible requirement, a Qualified Beneficiary's
deductible amount at the beginning of the COBRA continuation period must be
equal to his deductible amount immediately before that date. If the deductible
is computed on a family basis, only the expenses of those family members
electing COBRA continuation coverage are carried forward to the COBRA
continuation coverage. If more than one family unit results from a Qualifying
Event, the family deductibles are computed separately based on the members
in each unit. Other Plan limits are treated in the same manner as deductibles.

If a Qualified Beneficiary is participating in a region-specific health plan that
will not be available if the Qualified Beneficiary relocates, any other coverage
that the Flan Sponsor makes available to active Employees and that provides
service in the relocation area must be offered to the Qualified Beneficiary.

Cost of Continuation Coverage - The cost of COBRA continuation coverage
will not exceed 102% of the Plan’s full cost of coverage during the same
period for similarly situated NonCOBRA Beneficiaries to whom a Qualifying
Event has not occurred. The “full cost” includes any part of the cost which is
paid by the Employer for NonCOBRA Beneficiaries. Qualified Beneficiaries
can be charged up to 150% of the full cost for the 11-month disability
extension period if the disabled person is among those extending coverage.
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The initial "premium" (cost of coverage) payment must be made within 45
days after the date of the COBRA election by the Qualified Beneficiary.
Payment must cover the period of coverage from the date of the COBRA
election retroactive to the date of loss of coverage due to the Qualifying Event
(or the date a COBRA waiver was revoked, if applicable). Contributions for
successive periods of coverage are due on the first of each month thereafter,
with a 30-day grace period allowed for payment. Where an employee
organization or any other entity that provides Plan benefits on behalf of the
Plan Sponsor permits a billing grace period later than the 30 days stated above,
such period shall apply in lieu of the 30 days. Payment is considered to be
made on the date it is sent to the Plan or Plan Sponsor.

The Plan must allow the payment for COBRA continuation coverage to be
made in monthly installments but the Plan is also permitted to allow for
payment at other intervals. The Plan is not obligated to send monthly premium
notices.

The cost of COBRA continuation coverage can only increase if:

o  Cost previously charged was less than the maximum permitted by
law;

e Increase is due to a rate increase at Plan renewal;

* Increase occurs due to a disability extension (i.e., the 11-month dis-
ability extension) and does not exceed the maximum pertnitted by law
which is 150% of the Plan's full cost of coverage if the disabled per-
son is among those extending coverage;

s Qualified Beneficiary changes his coverage option(s) which results in
a different coverage cost.

Timely payments which are not significantly less than the required amount are
deemed to satisfy the Plan's payment requirement, unless the Plan notifies the
Qualified Beneficiary of the deficiency and grants a reasonable period of time
(at least 30 days) to make full payment.

If premiums are not paid by the first day of the period of coverage, the Plan has

the option to cancel coverage until payment is received and then reinstate the
coverage retroactively to the beginning of the period of coverage.

51




NOTE: For Qualified Beneficiaries who reside in a state with a health
insurance premium payment program, the State may pay the cost of COBRA
coverage for a Qualified Beneficiary who is eligible for health care benefits
from the State through a program for the medically-indigent or due to a certain
disability. The Employer's personnel offices should be contacted for
additional information.

Maximum Coverage Periods - The maximum coverage periods for COBRA
continuation coverage are based on the type of Qualifying Event and the status
of the Qualified Beneficiary and are as follows:

e Qualifying Event is a termination of employment or reduction of
hours of employment, the maximum coverage period is 18 months
after the Qualifying Event. With a disability extension (see
"Disability Extension" information below), the 18 months is extended
to 29 months;

s Qualifying Event occurs to a Dependent due to Employee's enroil-
ment in the Medicare program before the Employee himself experi-
ences a Qualifying Event, the maximum coverage period for the De-
pendent is 36 months from the date the Employee is enrolled in Medi-
care;

s In the case of a bankruptcy, Qualifying Event with regard to a retiree,
the maximum coverage period is to the date of the retired Employee’s
death. The maximum coverage period for a Qualified Beneficiary
who is the spouse, surviving spouse or Dependent child of the retired
Employee ends on the earlier of: (1) 36 months after the death of the
retired Employee or (2) the date of the Qualified Beneficiary's death;

» For any other Qualifying Event, the maximum coverage period ends
36 months after the Qualifying Event.

If a Qualifying Event occurs which provides an 18-month or 29-month maxi-
mum coverage period and is followed by a second Qualifying Event that al-
lows a 36-month maximum coverage period, the original period will be ex-
panded to 36 months, but only for individuals who are Qualified Beneficiaries
at the time of both Qualifying Events. Thus, a termination of employment fol-
lowing a Qualifying Event that is a reduction of hours of employment or a
bankruptcy of the Plan Sponsor following any Qualifying Event will not ex-
pand the maximum COBRA continuation period. In no circumstance can the
COBRA maximum coverage period be more than 36 months after the date of
the first Qualifying Event, except in the case of a bankruptcy Qualifying Event
with regard to a retiree where the maximum coverage period is to the date of
the retired Employee's death.
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Disability Extension - An 11-month disability extension (an extension from a
maximum 18 months of COBRA continuation coverage to a maximum 29
months) will be granted if a Qualified Beneficiary is determined under Title 11
or XVI of the Social Security Act to have been disabled at the time of the
Qualifying Event or at any time during the first 60 days of COBRA
continuation coverage. To qualify for the disability extension, the Plan
Administrator must be provided with notice of the Social Security
Administration's disability determination date which falls within the allowable
periods described. The notice must be provided within 60 days of the
disability determination and prior to expiration of the initial 18-month COBRA
continuation coverage period. The disabled Qualified Beneficiary or any
Qualified Beneficiaries in his or her family may notify the Plan Administrator
of the determination. The Plan must also be notified if the Qualified
Beneficiary is later determined by Social Security to be no longer disabled.

If an individual who is eligible for the 11-month disability extension also has
family members who are entitled to COBRA continuation coverage, those
family members are also entitled to the 29-month COBRA continuation
coverage period. This applies even if the disabled person does not elect the
extension him/herself.

Termination of Continuation Coverage - Except for an initial interruption of
Plan coverage in connection with a waiver (see "Election and Election Period"
above), COBRA continuation coverage that has been elected by or for a
Qualified Beneficiary will extend for the period beginning on the date of the
Qualifying Event and ending on the earliest of the following dates:

e Last day of the applicable maximum coverage period - see
"Maximum Coverage Periods" above;

e Date on which the Employer ceases to provide any group health plan
to any Employee;

¢ The date, after the date of the COBRA election, that the Qualified
Beneficiary first becomes covered under any other plan that does not
contain any exclusion or limitation with respect to any pre-existing
condition that would reduce or exclude benefits for such condition in
the Qualified Beneficiary; the date, after the date of the COBRA elec-
tion, that the Qualified Beneficiary becomes entitled to Medicare
benefits. For COBRA purposes, "entitled" means that the Medicare
enrollment process has been completed with the Social Security Ad-
ministration and the individual has been notified that his or her Medi-
care coverage is in effect;
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e In the case of a Qualified Beneficiary entitled to a disability exten-
sion, the later of:

— 29 months after the date of the Qualifying Event or the first day
of the month that is more than 3¢ days after the date of a final
determination under Title 1! or XVI of the Social Security Act
that the disabled Qualified Beneficiary whose disability resulted
in the Qualified Beneficiary's entitlement to the disability ex-
tension is no longer disabled, whichever is earlier; or

— The end of the maximum coverage period that applies to the
Qualified Beneficiary without regard to the disability extension.

¢ The end of the last period for which the cost of continuation coverage
is paid, if payment is not received in a timely manner (i.e., coverage
may be terminated if the Qualified Beneficiary is more than 30 days
delinquent in paying the applicable premium). _The Plan is required to
make a complete response to any inquiry from a healthcare provider
regarding a Qualified Beneficiary's right to coverage during any pe-
riod the Plan has not received payment.

The Plan Sponsor can terminate, for cause, the coverage of any Qualified
Beneficiary on the same basis that the Plan may terminate the coverage of
similarly-situated NonCOBRA Beneficiaries for cause (i.e., for the submission
of a fraudulent claim).

If an individual is receiving COBRA continuation coverage solely because of
the person's relationship to a Qualified Beneficiary (i.e., a newborn or adopted
child acquired during an Employee's COBRA coverage period), the Plan's
obligation to make COBRA continuation coverage available will cease when
the Plan is no longer obligated to make COBRA continuation coverage avail-
able to the Qualified Beneficiary.
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