Introduction

This booklet provides an overview of recent changesin federal law that can affect the
health benefits of millions of working Americans and their families. The gquestions and
answers in this publication address the benefits and requirements of the following four
pieces of legislation and the regulations that interpret them:

e The Health Insurance Portability and Accountability Act of 1996
(HIPAA)

e The Newborns and Mothers' Health Protection Act of 1996 (the
Newborns' Act)

® The Mental Health Parity Act of 1996 (MHPA)
® The Women's Health and Cancer Rights Act of 1998 (WHCRA)

While this information does not cover all the specifics of these laws, it does offer
employers who sponsor group health plans an understanding of their obligations. It aso
provides employees and their families with information about their rights and protections
under these laws.

If your questions are not addressed, please contact the Pension and Welfare Benefits
Administration Regional Office nearest you or the PWBA Division of Technical
Assistance and Inquiries in the Washington, D.C., office. For alist of these offices visit:
www.dol.gov/dol/pwba or call 1-800-998-7542.

This publication contains numerous references to State Insurance Commissioners
Offices. If you are an employee covered by an HMO or if the benefits under your health
plan are provided through an insurance policy issued by an insurance company, you may
also want to contact your state’'s Insurance Commissioner’s Office. A list of these offices
appears on the Web site of the National Association of Insurance Commissioners at
www.naic.org. Asdiscussed in this publication, some of the new federal rules under
HIPAA, the Newborns Act, MHPA, and WHCRA can be changed by state law for
insurance companies and HMOs if the state law is more protective of individuals.

The information presented in this publication covers legislation and interpretations
based on the most recent regulations. However, it does not represent the official position
of the Department of Labor.



The Health Insurance Portability and
Accountability Act of 1996

The Health Insurance Portability and Accountability Act of 1996 (HIPAA) was signed
into law on August 21, 1996. This law includes important new protections for millions of
working Americans and their families who have preexisting medical conditions or who
might suffer discrimination in health coverage based on a factor that relates to the
individual’s health. HIPAA's provisions amend Title | of the Employee Retirement Income
Security Act of 1974 (ERISA), as well as the Internal Revenue Code and the Public Health
Service Act, and place requirements on employer-sponsored group health plans, insurance
companies and health maintenance organizations (HMOs). HIPAA includes provisions
that:

® |imit exclusionsfor preexisting conditions;

e prohibit discrimination against employees and dependents based on
their health status; and

e guarantee renewability and availability of health coverageto certain
employeesand individuals.

The following information provides general guidance on frequently asked questions
about HIPAA.



Preexisting Conditions to Which
Exclusion Periods May Be Applied

Traditionally, many employer-sponsored group health planslimited or denied

coverage of conditions that were present prior to an individual’s enrollment in that health
plan. These types of exclusions are known as* preexisting condition exclusions’ and
HIPAA places strict limitations on such exclusions. For example, a preexisting condition
exclusion must relate to a condition for which medical advice, diagnosis, care or
treatment was recommended or received during the 6-month period prior to an
individual’s enrollment date in the plan. In addition, under HIPAA, certain people and
conditions can never be subject to a preexisting condition exclusion.
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How does HIPAA limit the preexisting conditions that can be
excluded from coverage under a preexisting condition exclusion?

Under HIPAA, theonly preexisting conditionsthat may beexcluded under apreexisting
condition exclusion arethosefor which medical advice, diagnosis, care or trestment was
recommended or received within the 6-month period ending on your enrollment date.
Your “enrollment date” isyour first day of coverage, or if thereisawaiting period, the
first day of your waiting period (typically, your dateof hire).

If you had amedical conditioninthe past, but have not received any medical advice,
diagnosis, careor treatment for it within the 6 monthsprior to your enrollment datein
theplan, your old conditionisnot a“ preexisting condition” to which an excluson canbe

applied.

Thissix-month “look-back” period may be shortened under statelaw if your coverage
isinsured through an insurance company or offered throughan HMO. Check with your
State Insurance Commissioner’ s Officeto seewhether ashorter |ook-back period
appliestoyou.

| recently changed jobs. Seven months ago | received my last
treatment for carpal tunnel syndrome. | have not received any
medical advice, diagnosis, care or treatment for this condition
since that time. Can my employer impose a preexisting condition
exclusion period for this illness?

No. Your employer may only impose apreexisting condition exclusion period with
respect to any condition for which medical advice, diagnosis, care or treatment was
recommended or received within the 6 monthsprior to your enrollment date.



Are there other “preexisting conditions” that cannot be excluded
from coverage?

Yes. Preexisting condition exclusionscannot be applied to pregnancy, regardless of
whether thewoman had previouscoverage. Inaddition, apreexisting condition
exclusion cannot be applied to anewborn, adopted child under age 18, or achild under
18 placed for adoption aslong asthe child became covered under the health plan within
30 daysof birth, adoption or placement for adoption, and provided the child does not
incur asubsequent 63-day or longer break in coverage. Finaly, geneticinformation
maly not betreated asapreexisting condition in the absence of adiagnosis.

Again, if your coverageisinsured through an insurance company or offered through an
HMO, statelaw may provide additional protections. Check with your State Insurance
Commissioner’sOfficeto seewhether additional Statelaw protectionsregarding
preexisting conditionsapply toyou.

| changed employment recently. How do | know if | am subject to
any preexisting condition exclusion period?

Many plansdo not exclude coveragefor preexisting conditions. A plan must tell youif it
hasapreexisting condition exclusion period (and can only exclude coveragefor a
preexisting condition after you have been notified). The plan must also notify you of your
right to show that you have prior creditable coverageto reducethe preexisting condition
exclusion period.

If the plan does apply apreexisting condition exclusion period, the plan must makea
determination regarding your creditable coverage and thelength of any preexisting
condition exclusion period that appliestoyou. Generaly, within areasonabletimeafter
you provideacertificate or other information relating to creditable coverage, aplanis
required to make thisdetermination.

You arerequiredto be notified of thisdeterminationif, after considering all evidence of
creditable coverage, theplanwill still imposeapreexisting condition exclusion period
with respect to any preexisting condition you may have. Thenoticemust asotell youthe
basi sof the determination, including the source and substance of any informationon
which the planrelied and any appeal procedurethat isavailableto you.

Theplanmay modify itsinitid determinationif it later determinesthat you do not have
the creditable coverageyou clamed. Inthiscircumstance, the plan must notify you of its



recons deration and, until afinal determinationismade, the plan must act in accordance
withitsinitial determinationfor purposesof covering medica services.

My employer has a “waiting period” for enrollment in the plan.
How does this relate to the preexisting condition exclusion
period?

HIPAA doesnot prohibit aplan or issuer from establishing awaiting period. For group
health plans, awaiting period isthe period that must pass beforean employeeor a
dependent iseligibleto enroll under thetermsof the plan. Some planshavewaiting
periodsand preexisting condition exclusion periods. However, if aplan hasawaiting
period and apreexisting condition exclusion period, the preexisting condition exclusion
period beginswhen thewaiting period begins.



Maximum Preexisting Condition
Exclusion Period

Under HIPAA, the maximum preexisting condition exclusion period that can be

applied to an individual is 12 months (18 months for late enrollees), beginning on the
individual’s enrollment date in the plan.
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| changed employment and my new group health plan imposes a
preexisting condition exclusion period. How does my new plan determine
the length of my preexisting condition exclusion period?

The maximum length of apreexisting condition exclusion period is12 monthsafter the
enrollment date (18 monthsin thecaseof a“lateenrolleg’). A lateenrolleeisan
individua who enrollsin aplan other than on either the earliest date on which coverage
can become effective under thetermsof the plan or on aspecia enrollment date. This
12-month (or 18-month) period may be shortened under state law if your
coverage isinsured through an insurance company or offered through an HMO.
Check with your State Insurance Commissioner’s Office to see whether a shorter
maximum exclusion period applies to you.

A planmust reduce anindividua’ s preexisting condition exclusion period by the number
of daysof anindividua’screditable coverage. However, aplanisnot required to take
into account any daysof creditable coveragethat precede abreak in coverage of 63
daysor more (“significant break in coverage’). This63-day break period may be
extended under state law if your coverage isinsured through an insurance
company or offered through an HMO. Check with your State Insurance
Commissioner’s Office to see whether alonger break period applies to you.

A plangeneraly receivesinformation about an individua’screditable coveragefroma
certificatefurnished by aprior plan or issuer (e.g., aninsurance company or HMO).

A certificate of creditable coverage must be provided automatically to you by the plan
or issuer when you lose coverage under the plan or becomeentitled to elect COBRA
continuation coverage and when your COBRA continuation coverage ceases. You also
havearight to receiveacertificate when you request onefrom your previousplan or
insurance company within 24 months of when your coverage ceases. If you do not
have a certificate, you may present other evidence of creditable coverage. (For
more information on the Consolidated Omnibus Budget Reconciliation Act
(COBRA) asit relatesto HIPAA, see Apendix B.)

| am not changing jobs. How do the HIPAA preexisting condition exclusion



provisions apply to me?

On the date your plan becomes subject to the HIPAA provisions, the plan may not
exclude coverage for any preexisting condition for more than 12 months after
your enrollment date (18 months for alate enrollee). This period may have
already passed. If this period has not passed, your plan isrequired to use any
creditable coverage without a significant break in coverage that you had
accumulated prior to your enrollment date to reduce your remaining preexisting
condition exclusion period.



Crediting Prior Health Coverage To Reduce
A Preexisting Condition Exclusion Period

A preexisting condition exclusion period is not permitted to extend for more than 12

months (or 18 months for late enrollees) after an individual’s enrollment date in the plan.
The period of any preexisting condition exclusion that would apply under a group health
plan generally isreduced by the number of days of creditable coverage.

»

What is “creditable coverage”?

Most health coverageiscreditable coverage, such ascoverage under agroup health
plan (including COBRA continuation coverage), HMO, individua healthinsurance
policy, Medicaid or Medicare.

Creditable coverage does not include coverage consisting solely of “excepted benefits,”
such ascoverage solely for limited-scopedental or vision benefits.

Daysin awaiting period during which you have no other coverage are not creditable
coverage under the plan, nor arethese daystaken into account when determining a
significant break in coverage (generally abreak of 63 daysor more). Asmentioned
earlier, this 63-day break period may be extended under state law if your coverage
isinsured through an insurance company or offered through an HMO. Check
with your State Insurance Commissioner’s Office to see whether alonger break
period appliesto you.

How does “crediting” for prior coverage work under HIPAA?

Most plansusethe* standard method” of crediting coverage.

Under the standard method, you receive credit for your previous coveragethat
occurred without abreak in coverage of 63 daysor more. Any coverage occurring
prior to abreak in coverage of 63 daysor moreisnot credited against apreexisting
condition excluson period.

Toillustrate, suppose anindividual had coveragefor 2 yearsfollowed by abreak in
coverage of 70 daysand then resumed coveragefor 8 months. That individua would
only receivecredit for 8 months of coverage; no credit would be givenfor the 2 years of
coverage prior to the break in coverage of 70 days.



Is there another way that a group health plan or issuer can “credit”
coverage under HIPAA?

Yes. A planorissuer may elect the® dternative method” for crediting coveragefor all
employees.

Under the alternative method of counting creditable coverage, the plan or issuer
determinestheamount of anindividual’s creditable coveragefor any of thefive specified
categoriesof benefits. Those categoriesare mental health, substance abusetreatment,
prescription drugs, dental careand vision care. The standard method (described above)
isused to determinean individua’s creditable coveragefor benefitsthat are not within
any of thefive categoriesthat aplan or issuer may use. (Theplan or issuer may use
someor all of these categories.)

When using the dternative method, the plan or issuer looksto seeif anindividual has
coveragewithinacategory of benefits(regardlessof the specificleve of benefits
provided withinthat category).

For example, if anindividual whoisaregular enrollee (not alateenrollee) has 12
monthsof creditable coverage, but coveragefor only 6 of those months provided
benefitsfor dental care, apreexisting condition exclusion period may beimposed with
respect to that individua’ sdental care benefitsfor up to 6 months (irrespective of the
level of dental care benefits).

If your new employer’splan requestsinformation fromyour former plan regarding any
of thefive categoriesof benefitsunder the aternative method, your former plan must
providetheinformation regarding coverage under the categoriesof benefits. Oneway to
providethisinformationisto usetheModd for Categoriesof Benefitsincludedin
Appendix E of thispamphlet.

Can | receive credit for previous COBRA continuation coverage?
Yes. Under HIPAA any period of timethat you arereceiving COBRA continuation

coverageiscounted asprevious hea th coverage aslong asthe coverage occurred
without abreak in coverage of 63 daysor more.

For example, if youwere covered continuoudly for 5 monthsby aprevioushealth plan
and then received 7 months of COBRA continuation coverage, you would beentitled to
receivecredit for 12 monthsof coverage by your new group health plan.

10



| began employment with my current employer 45 days after my previous group
health plan coverage terminated. | had coverage under my previous employer’s
plan for 24 continuous months prior to the termination. | had no other coverage
before my enrollment date in my new plan. Will | be subject to the 12-month
preexisting condition exclusion period imposed by my new employer?

Not if you enroll when you arefirst eligible. The 45-day break in coverage does
not count as a significant break in coverage under HIPAA. Under federal law, a
significant break in coverage is abreak in coverage of at least 63 consecutive
days. Since you had over 12 months of creditable coverage from your previous
group plan without a significant break, you would not be subject to the
preexisting condition exclusion period imposed by your new employer’s plan if
you enroll when you arefirst eligible.

| began employment with my current employer 100 days after my previous group
health plan coverage terminated. | had been covered by my previous employer’s
plan for 36 continuous months prior to termination. | had no other coverage
before my enrollment date in my current employer’s plan. Will | be subject to the
12-month preexisting condition exclusion period imposed by my current
employer’s plan?

It depends. Your break in coverage of 100 daysis asignificant break in coverage
under federal law, so under federal law you will not be able to count the 36
months of previous coverage as “ creditable coverage.”

As mentioned earlier, however, the length of time that passes before a significant
break in coverage is reached may be longer under state law that appliesto HMOs
and health insurance. If your current plan provides health insurance coverage
through an insurance policy or an HMO (an “insured” plan), check with your
State Insurance Commissioner’s Office to find out if you are entitled to alonger
break in coverage. If your current plan isan insured plan and State law requires
that a break in coverage be 100 days (or longer), you would be able to count the
36 months as “ creditable” coverage.”

How can | avoid a 63-day break in coverage?

Thereareseveral thingsyou cando. If your last coveragewasunder agroup health
plan, you may be ableto elect COBRA continuation coverage. “COBRA” isthename
for afederal law that providesworkersand their familiesthe opportunity to purchase
group health coveragethrough their employer’shealth plan for alimited period of time
(generaly 18, 29 or 36 months) if they lose coverage dueto specified events, including
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termination of employment, divorce or death. Workers in companies with 20 or
more employees generally qualify for COBRA. Some states have laws similar to
COBRA that apply to smaller companies. (For more information on COBRA as
it relatesto HIPAA, see Appendix B)

You also may try to purchase an individual health insurance policy. (See page 26
under the heading Switching from Group Coverage to an Individual Insurance
Policy for more information on individual health insurance policies.)

What can | do if | don't have enough creditable coverage to offset a preexisting
condition exclusion period?

During any preexisting condition exclusion period under anew planyou may beentitled
to COBRA continuation coverage under your former plan. You also may try to
purchase an individual health insurance policy. (See page 26 under the heading
Switching from Group Coverage to an Individual Insurance Policy for more
information on individual health insurance policies.)
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Certificates of Creditable Coverage

Group health plans and health insurance issuers are required to furnish a certificate
of coverage to an individual to provide documentation of the individual’s prior
creditable coverage. A certificate of creditable coverage:

e must be provided automatically by the plan or issuer when an
individual either loses coverage under the plan or becomes entitled to
elect COBRA continuation coverage and when an individual’s COBRA
continuation coverage ceases,

e must also be provided, if requested, before the individual loses
coverage or within 24 months of losing coverage; and

® may be provided through the use of the model certificate included in
Appendix C of this pamphlet.

> How do newly hired employees prove that they had prior health coverage that
should be credited?

Under HIPAA, an employee's former group health plan and any insurance
company or HMO providing such coverage is required to provide the employee
with a statement of prior health coverage, commonly referred to as a “certificate
of creditable coverage.”

Thiscertificate must be provided automatically to you when you | ose coverage under
the plan or otherwise become entitled to elect COBRA continuation coverageaswell as
when COBRA continuation coverage ceases.

You may also request acertificate, free of charge, until 24 months after thetimeyour
coverage ended. For example, you may request acertificate even before your coverage
ends.

| 2 | received a certificate from my former plan. What do | do now?

Youshould:

e ensurethat theinformationisaccurate. Contact the plan administrator of
your former planif any informationiswrong.
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® keep the certificate in case you need it. You will need the certificate if
you leave your health plan and enroll in a subsequent plan that applies
a preexisting condition exclusion period or if you purchase an
individual insurance policy from an insurance company. But, if you
lose your certificate and cannot obtain another, you can still show
prior coverage using other evidence of prior health coverage (e.g. pay
stubs, copies of premium payments or other evidence of health care
coverage).

What steps should | take if | am not provided a certificate by my plan or
issuer?

If you do not receiveacertificate by thetimeyou should havereceived it or by thetime
you needit, your first step should beto contact the plan administrator of the plan
responsiblefor providing the certificate and request one. If any part of your creditable
coveragewasthrough an insurance company, you can aso contact theinsurance
company for acertificate that reflects that part of your creditable coverage as long
as you make the request within 24 months of your coverage ceasing under the
insurance policy. Group health plans and insurers that fail or refuse to provide
such certificates are subject to penalties under HIPAA.

Inany event, if you do not receive acertificate, you may demonstrate to your new plan
that you have creditable coverage (aswell asthetimeyou werein any waiting periods)
by producing documentation or other evidence of creditable coverage (such aspay
stubsthat reflect adeduction for healthinsurance, explanation of benefitsforms (EOBS)
or verification by adoctor or your former health care benefits provider that you had
prior healthinsurance coverage). Accordingly, you should keep theserecordsand
documentation in caseyou need them.

Do plans that do notimpose a preexisting condition exclusion period (and the
issuers that provide coverage under these plans) have to provide certificates?

Yes.

Can plans contract with an issuer to provide the certificates for their
employees?

Yes. Toavoid duplication of certificates, aplan may contract with theissuer to provide

thecertificate. Furthermore, if any entity (including athird-party administrator) provides
acertificatetoanindividua, no other party isrequired to providethe certificate.
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) 2 When must group health plans and issuers provide the certificates?

Plans and issuers must furnish the certificate automatically to:

e anindividual who isentitled to elect COBRA continuation coverage,
at atime no later than when anoticeis required to be provided for a
qualifying event under COBRA;

e anindividual who loses coverage under a group health plan and who is
not entitled to elect COBRA continuation coverage, within a
reasonable time after coverage ceases, and

e anindividua who has elected COBRA continuation coverage, either
within a reasonable time after the plan learns that COBRA
continuation coverage ceased or, if applicable, within areasonable
time after the individual’s grace period for the payment of COBRA
premiums ends.

Plansand issuersmust a so generally provide acertificateto you if you request one, or
someone requests one on your behalf (with your permission), at theearliest timethat a
plan or issuer, acting in areasonable and prompt fashion, can providethe certificate.

| 2 Is there a model certificate that group health plans and issuers can use?
Yes. Seethe Model Certificate in Appendix C of this pamphlet.

) 2 Can my old plan simply call my new plan to relay information about my
creditable coverage?

Yes. If you, your new plan, and your old plan all agree, theinformation may be
transferred by telephone. You area so entitled to request awritten certificatefor your
recordswhen your coverageinformationisprovided by telephone.

> Are plans and issuers required to issue certificates of creditable coverage
to dependents of covered employees?

Yes. A plan or issuer must make reasonable effortsto collect the necessary information
for dependents and i ssue the dependent acertificate of creditable coverage. If the
coverage information for a dependent is the same as for the employee, one
certificate with both the employee and dependent information can be provided.
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However, an automatic certificate for a dependent is not required to be issued
until the plan or issuer knows (or, making reasonable efforts, should know) of the
dependent’s loss of coverage. Thisinformation can be collected annually, such as
during an open enrollment period.

What is the minimum period of time that should be covered by the
certificate?

It depends on whether the certificate isissued automatically or upon request:

e [or acertificate that isissued automatically, the certificate should
reflect the most recent period of continuous coverage.

® [or acertificate that isissued upon request, the certificate should
reflect each period of continuous coverage ending within 24 months
prior to the date of the request.

At notimemust the certificate reflect morethan 18 monthsof creditable coveragethat is
not interrupted by abreak in coverage of 63 daysor more.

For additional information regarding certificates see the Timeline Relating to
Effective Dates for Certifications in Appendix G of this publication.
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Special Enrollment

Group health plans and health insuranceissuersare required to provide special

enrollment periods during which individual s who previously declined coverage for
themselves and their dependents may be allowed to enroll (without having to wait until
the plan’s next open enrollment period). A special enrollment period can occur if a person
with other health coverage loses that coverage or if a person becomes a new dependent
through marriage, birth, adoption or placement for adoption.

| 4

What events trigger a special enroliment opportunity?

When the employee or dependent of an employee loses other health coverage, a
specia enrollment opportunity in the group health plan may be triggered. To
have a special enrollment opportunity in this situation, the employee or dependent
must have had other health coverage when coverage under the group health plan
was previously declined. If the other coverage was COBRA continuation
coverage, specia enrollment can be requested only after the COBRA continuation
coverage is exhausted. If the other coverage was not COBRA continuation
coverage, specia enrollment can be requested when the individual loses eligibility
for the other coverage.

In addition, a special enrollment opportunity may be triggered when a person
becomes a new dependent through marriage, birth, adoption or placement for
adoption.

For each triggering event, a special enrollee may not be treated as alate enrollee.
Therefore, the maximum preexisting condition exclusion period that may be
applied to a special enrollee is 12 months, and the 12 months are reduced by the
special enrollee’s prior creditable coverage. In addition, a newborn, adopted child
or child placed for adoption cannot be subject to a preexisting condition
exclusion period if the child is enrolled within 30 days of birth, adoption or
placement for adoption and has no subsequent significant break in coverage.

What are a plan’s obligations with respect to special enrollment when an
employee or a dependent of an employee loses other health coverage?

When an employee or a dependent of an employee loses other health coverage, a
specia enrollment opportunity may be triggered (only if the individual had other
health insurance coverage when first eligible to enroll). The employee or
dependent must request specia enrollment within 30 days of the loss of coverage.
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In addition, the resulting coverage must be effective no later than the first day of
the first calendar month beginning after the date the completed request for
enrollment isreceived.

What are a plan’s obligations with respect to special enrollment when an
individual becomes a new dependent through marriage, birth, adoption,
or placement for adoption?

Employees, aswell as their spouses and dependents may have special enrollment
rights after a marriage, birth, adoption or placement for adoption. In addition,
new spouses and new dependents of retirees in a group health plan may also have
special enrollment rights after a marriage, birth, adoption or placement for
adoption.

If aspecia enrollment opportunity is available, the individual must request
specia enrollment within 30 days of the marriage, birth, adoption or placement
for adoption that triggered the special enrollment opportunity. In the case of
marriage, enrollment is required to be effective not later than the first day of the
first calendar month beginning after the date the completed request for enrollment
isreceived by the plan. In the case of birth, adoption or placement for adoption,
enrollment is required to be effective not later than the date of such birth,
adoption or placement for adoption.

Are plans and issuers required to disclose individuals’ special enrollment
rights?

Yes. A description of special enrollment rights must be provided to employees on

or before the time they are offered the opportunity to enroll in the group health
plan. See Appendix D for amodel description.
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Nondiscrimination Requirements

Individuals may not be denied eligibility or continued eligibility to enroll for benefits

under the terms of the plan based on specified health factors. In addition, an individual
may not be charged more for coverage than similarly situated individual s based on these
specified health factors.

>

Canllose, or be charged more for, coverage if my health status changes?

Group hedlth plansand issuersmay not establish rulesfor eigibility (including continued
eligibility) of any individud to enroll under thetermsof the plan based on“ hedlth status-
related factors.” Thesefactorsareyour health status, medical condition (physical or
mental), claimsexperience, recei pt of hedlth care, medica history, geneticinformation,
evidenceof insurability or disability. For example, you cannot be excluded or dropped
from coverage under your health plan just becauseyou haveaparticular illness.

Also, plansand issuersmay not require anindividua to pay apremium or contribution
that isgreater thanthat for asimilarly situated individual based on ahedlth status-related
factor.

My employer sponsors a group health plan that is available only to
employees who pass a physical examination. Is this requirement that |
pass a physical examination permissible?

No. Thisisarulefor digibility to enroll inaplan that discriminatesbased on oneor
more “health-status related factors,” and plans or group health insurance issuers
may not establish rulesfor eligibility to enroll under the terms of the plan that
discriminate based on one or more “health status-related factors.”

| was denied initial eligibility in my employer’s plan, prior to the effective
date of HIPAA, because | could not pass a physical examination. What are
my rights after HIPAA becomes effective for my plan?

Individualswho, until the effective date of the HIPA A nondi scrimination provisions,
weredenied coverage under agroup health plan because of ahedlth status-related
factor (or whofailed to apply for coverage beforethe effective date of HIPAA because
it wasreasonableto believethat the application would have beenfutiledueto a
discriminatory plan provision) cannot be prevented from enrolling inthe plan after
HIPAA becomeseffective.
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Accordingly, if you were kept out of a health plan prior to HIPAA's effective date
because of discrimination based on a*“health status-related factor,” you must be
given an opportunity to enroll under the terms of the plan (even if the plan does
not otherwise offer open enrollment seasons).

If you were kept out of a health plan due to a discriminatory plan provision and
choose to enroll when first eligible after HIPAA's effective date, you cannot be
treated as a late enrollee for purposes of applying a preexisting condition
exclusion period. Therefore, the longest preexisting condition exclusion period
that you may be subject to is 12 months from your enrollment date. Your
enrollment date is the first day of the waiting period (i.e., generaly your first day
of work, irrespective of whether it was before the effective date of HIPAA).
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Disclosure Requirements

What new kinds of information do group health plans have to give to
participants and beneficiaries?

HIPAA and other recent laws made important changes in ERISA’s disclosure
requirements for group health plans. Under current Department of Labor interim
disclosure rules, group health plans must improve their summary plan
descriptions (SPDs) and summaries of material modifications (SMMs)
(documents employers are required to provide to employees at certain key
intervals) in four major ways to make sure they:

® notify participants and beneficiaries of “material reductionsin covered
services or benefits’ (for example, reductions in benefits or increases
in deductibles and co-payments) generally within 60 days of adoption
of the change. This compares to current requirements under which
plan changes can be disclosed as late as 210 days after the end of the
plan year in which a change was adopted.

® disclose to participants and beneficiaries information about the role of
issuers(e.g., insurance companiesand HM Os) with respect to their group
health plan. In particular, the name and address of theissuer, whether and
to what extent benefitsunder the plan are guaranteed under acontract or
policy of insuranceissued by theissuer and the nature of any administrative
services(e.g., payment of claims) provided by theissuer.

e tell participantsand beneficiarieswhich Department of Labor officethey can
contact for assistance or information ontheir rightsunder ERISA and
HIPAA.

e tdll participantsand beneficiariesthat federal law generally prohibitstheplan
and hedthinsuranceissuersfromlimiting hospital staysfor childbirthtoless
than 48 hoursfor normal deliveriesand 96 hoursfor cesarean sections.
Samplelanguageisprovidedin Appendix F.

What is the definition of a “material reduction in covered services or
benefits” that is subject to the new 60-day notice requirement?

Under theinterim disclosurerules, a“ materia reductionin covered servicesor benefits’
means any modification to a group health plan or change in the information
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required to be included in the summary plan description that, independently or in
conjunction with other contemporaneous modifications or changes, would be
considered by the average plan participant to be an important reduction in
covered services or benefits under the group health plan.

Theinterim rulesciteexamplesof “reductionsin covered servicesor benefits’ as
generdly including any plan modification or changethat:

e diminatesbenefitspayableunder theplan;

e reducesbenefits payableunder the plan, including areduction that occursas
aresult of achangeinformulas, methodol ogiesor schedulesthat serveas
thebasisfor making benefit determinations;

e increasesdeductibles, co-paymentsor other amountsto bepaid by a
participant or beneficiary;

e reducestheserviceareacovered by ahealth maintenance organization; or

e establishesnew conditionsor requirements(e.g., preauthorization
requirements) to obtain servicesor benefitsunder the plan.

Can employers use e-mail systems to communicate these new disclosures
to employees, and if so, do employees have a right to get a paper copy of
the information from their plan?

Yes. Theinterim disclosurerulesprovidea® safe harbor” for using electronic media
(e.g., email) tofurnish group health plan SPDs, summariesof “materia reductionsin
covered servicesor benefits’ and other SMM s (summariesof plan modificationsand
SPD changes). To usethe*safeharbor,” among other requirements, employeesmust
beableto effectively accessat their worksite documentsfurnishedin eectronicform.
Participantsal so continueto have aright to receive thedisclosuresin paper formon
request and freeof charge.

Althoughtheinterim ruleisnot the exclusive means by which e ectronic mediacan be
used to lawfully communicate plan information, theHIPAA * safeharbor” islimited to
group health plans. The Department of Labor isconsidering extending theruleto other
plans, including pension plans, and to other plan disclosures, but isexploring whether
special precautionsare necessary to ensurethe confidentiaity of electronicaly
transmitted individual account or benefit-rel ated information.
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Enforcement and State Flexibility

Who enforces HIPAA?

The Secretary of Labor enforcesthe health care portability requirementson group
hedlth plansunder ERISA, including sdf-insured arrangements. Inaddition, participants
and beneficiariescanfilesuit to enforcether rightsunder ERISA, asamended by
HIPAA.

The Secretary of the Treasury enforcesthe health care portability requirementson group
hedlth plans, including sdlf-insured arrangements. A taxpayer that failsto comply may be
subject to an excisetax.

Statesal so have enforcement respons bility for group and individual requirements
imposed on hedlth insuranceissuers, including sanctionsavailableunder statelaw. If a
state doesnot actintheareasof itsresponsibility, the Secretary of Health and Human
Servicesmay make adetermination that the state hasfailed “to substantially enforce” the
law, assert federa authority to enforce, and impose sanctionson insurersasspecifiedin
the statute, including civil money pendties.

Can states modify HIPAA's portability requirements?

Yes, incertain circumstances. Statesmay impose stricter obligationson health insurance
issuersintheseven areaslisted below. Statesmay:

e shortenthe6-month “look-back” period prior to the enrolIment dateto
determinewhat isapreexisting condition;

e shortenthe 12- and 18-month maximum preexisting condition excluson
periods;

® increasethe63-day significant break in coverageperiod;

® increasethe 30-day period for newborns, adopted children and children
placed for adoption to enroll in the plan so that no preexisting condition
exclusion period may be applied theregfter;

e further limit the circumstances in which a preexisting condition
exclusion period may be applied beyond the “exceptions’
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described in federal law (the “exceptions’ under federal law are for
certain newborns, adopted children, children placed for adoption,
pregnancy, and genetic information in the absence of a diagnosis);

e requireadditiona specia enrollment periods; and

e reducethemaximumHMO affiliation period tolessthan 2 months (3
monthsfor late enrollees).

In addition, states may sometimes impose other requirements with respect to
insurance companies and HMOs. Therefore, if your health coverage is offered
through an HMO or an insurance policy issued by an insurance company, you
should check with your State Insurance Commissioner’s Office to find out the
rulesin your state.
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Implementation Timetable

When will the changes in HIPAA affect my health plan?

Group hedth plansmust comply with al nondi scrimination, preexisting conditionand
crediting of prior health coveragerequirementsat the beginning of thefirst plan year
starting after June 30, 1997. For example, if your employer’splan startsanew plan
year on January 1, HIPAA's provisions generally apply beginning on January 1,
1998.

Thereisaspecid rulefor group health plansmaintained pursuant to collective bargaining
agreements, ratified before August 21, 1996, that delaysthe effective date of HIPAA.
HIPAA'sprovisionsapply to these planson thefirst day of the plan year beginning on or
after either thedate on whichthelast collective bargaining agreement endsor July 1,
1997, whichever comes|ater.

See table of Effective Dates for HIPAA's Certification Provisions in Appendix G
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Switching From Group Coverage to
an Individual Insurance Policy

What if | am unable to obtain group coverage?

You may beableto obtain coverage under anindividual insurance policy issued by an
insurance company or, in some states through a high-risk pool. HIPAA guarantees
access to individual insurance to “eligible individuals.” Eligible individuals:

e havehad coveragefor at least 18 monthswithout a“ significant break in
coverage’ (seesection on crediting prior health coveragefor thedefinition
of agignificant break in coverage) wherethe most recent period of
coveragewas under agroup health plan;

® did not have their group coverage terminated because of fraud or
nonpayment of premiums; and

e areineligible for COBRA continuation coverage or if offered COBRA
continuation coverage (or continuation coverage under asimilar state
program) have both elected and exhausted their continuation coverage.

Theopportunity to buy anindividua insurance policy isthesamewhether theindividual
islaid off, isfired or quits his or her job. For information on individual insurance
policies or on state high-risk pools you should contact your State Insurance
Commissioner’s Office.

What if | cannot afford the premiums for an individual insurance policy?

HIPAA doesnot limit premium rates. However, many stateslimit insurance premiums
and HIPAA doesnot preempt statelawsregulating the cost of insurance. For
information on how your state law may limit premium rates for individual
insurance policies or for information on state high-risk pools you should contact
your State Insurance Commissioner’s Office.
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Is my individual insurance policy renewable? Can it be terminated?

At your option, individual health coverage must be renewed or continued in force.
However, your individual health coverage may not be renewed or may be
discontinued because you failed to pay premiums, committed fraud, terminated
the policy, moved outside the service area, or ended membership in abonafide
association (if you terminated your membership in an association that is not a
bonafide, your health insurance coverage cannot be terminated because your
membership terminated). For information on whether an association is bona fide
you should contact your State Insurance Commissioner’s Office.

27



Additional Frequently Asked Questions
on HIPAA

If | change jobs am | guaranteed the same benefits that | have under my
current plan?

No. When aperson transfersfrom one plan to another, the benefitsthe person receives
will bethose provided under thenew plan. Coverage under the new plan can be
different than the coverage under theformer plan.

Will | be covered immediately under my new employer’s plan?

Not necessarily. Plansmay set awaiting period beforeindividualsbecomedigiblefor
benefits. HM Osmay havean “ affiliation period” duringwhichanindividual doesnot
receive benefitsand isnot charged premiums. Affiliation periodsrun concurrently with
any waiting period under a plan and may not last for more than 2 months (3
months for late enrollees) and are only allowed for HM Os that do not impose
preexisting condition exclusion periods.

Does HIPAA require employers to offer health coverage or require plans to
provide specific benefits?

No. The provision of health coverage by an employer isvoluntary. HIPAA doesnot
require specific benefitsnor doesit prohibit aplan from restricting the amount or nature
of benefitsfor smilarly Stuated individuas.

What if my new employer does not provide health coverage?

Thereisno requirement for any employer to offer healthinsurance coverage. If your
new employer doesnot offer health insurance, you may be ableto continue coverage
under your previousemployer’splan under COBRA continuation coverage.

What if | cannot afford the premiums for group health coverage?

HIPAA does not limit premium rates, but it does prohibit plans and issuers from
charging an individual more than similarly situated individuals in the same plan
because of health status. Plans may offer premium discounts or rebates for
participation in wellness programs. In addition, many states limit insurance
premiums and HIPAA does not preempt state laws regulating the cost of
insurance. For special rules concerning the cost of COBRA coverage, see IRS
Notice 98-12: Deciding Whether to Elect COBRA Health Continuation
Coverage After Enactment of HIPAA in Appendix B.
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Does HIPAA extend COBRA continuation coverage?

Generally no. However, HIPAA makestwo changesto thelength of the COBRA
continuation coverage period.

Effective January 1, 1997, quaified beneficiarieswho are determined to be disabled
under the Socia Security Act withinthefirst 60 daysof COBRA continuation coverage
will beableto purchase an additional 11 monthsof coverage beyond theusual 18-
month coverage period. Thisis achange from the previous law which required
that a qualified beneficiary be determined to be disabled at the time of the
qualifying event to receive 29 months of COBRA continuation coverage. This
extension of coverageis also available to nondisabled family members who are
entitled to COBRA continuation coverage.

COBRA rulesarea so modified and clarified to ensure that children who are born or
adopted during the continuation coverage period aretreated as* qualified beneficiaries.”
Further information discussi ng these changes appears at the end of thispublication. (See
AppendicesA and B).

| am an employer who provides group health insurance coverage through
an issuer. lIs this policy renewable? Can it be terminated?

At your option (asthe plan sponsor), theissuer offering your group health insurance
coveragemust renew or continueinforceyour current coverage. However, thegroup
health insurance coverage may not be renewed or may be discontinued because of
nonpayment of premiums(including paymentsthat arenot timely), fraud, viol ation of
participation or contribution rules, theissuer ceasing to offer that particular coverage or
all health insurance coverage, or individuals moving outside the service area, or if
membership in a bona fide association ceases.

| have a small business and | sponsor a group health plan. Does HIPAA
apply to me?

TheHIPAA health portability provisionsapply to group health planswith two or more
participantswho are current employees. However, your state may elect to regulate
smaller groups.

Does HIPAA apply to self-insured group health plans?

Yes.

29



Are health flexible spending arrangements (FSAs) required to issue
certificates?

If ahedlth FSA isoffered in conjunction with another group hedlth planandif the
maximum benefit payable does not exceed aspecified amount (two timesthe
employee’'ssalary reduction election under the health FSA for theyear, or if greater, the
amount of the employee' ssalary reduction election under the health FSA for theyear,
plus$500), in most casesthe benefitsunder the health FSA will be excepted benefits
and therefore not covered under HIPAA. Accordingly, the coverage under the FSA
will not be creditable coverage, and the FSA is not required to issue certificates
for the coverage.

If you have aquestion concerning whether coverage under your health FSA is
creditable coverageand if you are entitled to acertificate of creditable coverage,
contact your plan administrator or the Department of Labor office nearest you.
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The Newborns’ and Mothers’ Health
Protection Act of 1996

The Newborns' and Mothers Health Protection Act of 1996 (the Newborns' Act) was

signed into law on September 26, 1996. The law includes important new protections for
mothers and their newborn children with regard to the length of the hospital stay
following childbirth. The Newborns' Act is subject to concurrent jurisdiction by the
Departments of Labor, the Treasury, and Health and Human Services.

Interim regulations issued by the Departments of Labor, the Treasury and Health

and Human Services clarify the statutory requirements and provide information
valuable to employers and employees in understanding their rights and obligations
under the law.

The following information is intended to provide general guidance on frequently

asked questions about the Newborns' Act.

| 4

| am a pregnant woman. How does the Newborns’ Act affect my health
care benefits?

The Newborns' Act affects the amount of time you and your newborn child are
covered for a hospital stay following childbirth. Group health plans, insurance
companies and health maintenance organizations (HMOs) that are subject to the
Newborns Act may not restrict benefits for a hospital stay in connection with
childbirth to less than 48 hours following a vaginal delivery or 96 hours following
adelivery by cesarean section. However, the attending provider may decide, after
consulting with you, to discharge you or your newborn child earlier. In any case,
the attending provider cannot receive incentives or disincentives to discharge you
or your child earlier than 48 hours (or 96 hours).

Who is the attending provider?

An attending provider isan individual licensed under state law who is directly
responsiblefor providing maternity or pediatric careto amother or newborn child.
Therefore, aplan, hospital, insurance company or HM O would not be an attending
provider. However, anurse midwife or aphysician assistant may bean attending
provider if licensed in the state to provide maternity or pediatric carein
connection with childbirth.
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Under the Newborns’ Act, when does the 48-hour (or 96-hour) period start?

If you deliver in the hospital, the 48-hour period (or 96-hour period) starts at the
time of delivery. So, for example, if awoman goes into labor and is admitted to
the hospital at 10 p.m. on June 11, but gives birth by vagina delivery at 6 am. on
June 12, the 48-hour period begins at 6 am. on June 12.

However, if you ddliver outsidethe hospital and you arelater admitted to the hospital in
connectionwith childbirth (as determined by the attending provider), the period begins
at thetime of theadmission. So, for example, if awoman giveshirth at homeby vagina
delivery, but beginsbleeding excessively in connection with childbirth and isadmitted to
the hospital, the 48-hour period starts at the time of admission.

Under the Newborns’ Act, may a group health plan, insurance company or
HMO require me to get permission (sometimes called prior authorization or
precertification based upon medical necessity) for a 48-hour or 96-hour
hospital stay?

A plan, insurance company or HM O cannot deny you or your newborn child coverage
for a48-hour stay (or 96-hour stay) because the plan claimsthat you, or your attending
provider, havefailed to show that the 48-hour stay (or 96-hour stay) ismedically

necessary.

However, plans, insurance companiesand HM Osgeneraly can requireyou to notify the
plan of the pregnancy in advance of an admissionif you wishto usecertain providersor
facilities, or to reduceyour out-of-pocket costs.

Under the Newborns’ Act, may group health plans, insurance companies
or HMOs impose deductibles or other cost-sharing provisions for hospital
stays in connection with childbirth?

Yes. But only if thedeductible, coinsurance, or other cost-sharing for thelater part of a
48-hour (or 96-hour) stay isnot greater than that imposed for the earlier part of the
stay. For example, with respect to a48-hour stay, agroup health planispermitted to
cover only 80 percent of the cost of the hospital stay. However, a plan covering
80 percent of the cost of the first 24 hours could not reduce coverage to 50
percent for the second 24 hours.

Does the Newborns’ Act require my plan to offer maternity benefits?

No. The Newborns Act does not require plans, insurance companies or HMOs to
provide coveragefor hospital staysin connectionwith childbirth. However, other legal
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requirements may require this type of coverage, including Title VII of the Civil
RightsAct of 1964. Questions regarding Title VII should be directed to the Equal
Employment Opportunity Commission.

Does the Newborns' Act apply to my coverage?

It depends. If your plan offersbenefitsfor hospita staysin connectionwith childbirth,
theNewborns Act only appliesto certain coverage. Specifically, it dependson
whether your coverageis*“insured” by aninsurance company or HMO or “ self-insured”
by the employment-based plan. (You should check your Summary Plan Description
(SPD) or contact your plan administrator to find out if your coveragein connectionwith
childbirthis“insured” or “ self-insured.”)

“Self-insured” coverageissubject tothe Newborns Act. However, if your coverageis
“insured” by an insurance company or HMO and your state has alaw regulating
coveragefor newbornsand mothersthat meets specific criteria, then your rights depend
on state law, rather than the Newborns' Act. If thisisthe case, the state law may
differ dlightly from the Newborns” Act requirements, so it is important for you to
know which law applies to your coverage in order to know what your rights are.

Based on a preliminary review of state laws as of July 1, 1998, the following
states and other jurisdictions have a law regulating coverage for newborns and
mothers that would apply to coverage insured by an insurance company or HMO:

Alabama, Alaska, Arizona, Arkansas, California, Colorado, Connecticu,
theDistrict of Columbia, Florida, Georgia, lllinais, Indiana, lowa, Kansas,
Kentucky, Louisiana, Maine, Maryland, Massachusetts, Minnesota,
Missouri, Montana, Nevada, New Hampshire, New Jersey, New Mexico,
New York, North Carolina, North Dakota, Ohio, Oklahoma, Pennsylvania,
Rhode Island, South Carolina, South Dakota, Tennessee, Texas,
Virginia, Washington and West Virginia.

Moreover, the following states appear to have a state law applicable to health
insurance companiesand HM Osthat referencesthefederal Newborns Act provisions:

Delaware, 1daho and Oregon.

Finally, the following states and other jurisdictions do not appear to have alaw
regulating coveragefor newbornsand mothersthat would apply to health coverage
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insured by an insurance company or HMO. Therefore, the federal Newborns' Act
provisions appear to apply to health insurance coverage in the following states.

Hawaii, Michigan, Mississippi, Nebraska, Utah, Vermont, Wisconsin,
Wyoming, Puerto Rico, theVirgin Idands, American Samoa, Guam, Wake
Idand, the Northern Marianaldands, and the pertinent areasand
ingtalationsof the Canal Zone.

If your coverageisinsured by aninsurance company or HMO, you should aways
contact your State | nsurance Commissioner’s Officefor themost current information on
State laws.

If the Newborns’ Act applies to my coverage, when do its requirements go
into effect?

TheNewborns Act’srequirementsapply to group health plansfor plan yearsbeginning

on or after January 1, 1998. Tofind out when your plan year begins, check your
Summary Plan Description (SPD) or contact your plan administrator.
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The Mental Health Parity Act of 1996

The Mental Health Parity Act (MHPA) was signed into law on September 26, 1996.

MHPA provides for parity in the application of aggregate lifetime and annual dollar limits
on mental health benefitswith dollar limits on medical/surgical benefits. MHPA's
provisions are subject to concurrent jurisdiction by the Departments of Labor, the
Treasury, and Health and Human Services.

On December 22, 1997, the Departments of Labor, the Treasury, and Health and

Human Serviceissued interim regulations that interpret MHPA. The regulations clarify
the statutory requirements and provide information valuable to employers and employees
in under standing their obligations and rights under the law.

The following information is intended to provide general guidance on frequently

asked questions about MHPA.

| 4

How does MHPA affect my benefits?

Under MHPA, group health plans, insurance companiesand HM Os offering mental
hedlth benefitsareno longer alowed to set annual or lifetimedollar limitsonmenta
hedlth benefitsthat arelower than any such dollar limitsfor medical and surgical
benefits. A planthat doesnotimposeanannual or lifetimedollar limit on medica and
surgical benefitsmay not impose such adollar limit on mental heal th benefitsoffered
under the plan. MHPA’sprovisions, however, do not apply to benefitsfor substance
abuse or chemica dependency.

Does MHPA require all health plans to provide mental health benefits?

No. Health plansare not required to include mental healthintheir benefits package.
Therequirementsunder MHPA apply only to plansoffering menta health benefits.

May a plan impose other restrictions on mental health benefits?
Yes. Plansaredtill ableto set thetermsand conditions (such as cost-sharing and limits

on the number of visitsor daysof coverage) for the amount, duration and scope of
mental health benefits.
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Do all plans offering mental health benefits have to meet the parity
requirements?

No. Therearetwo exceptionsto these new rules. First, the mental health parity
requirementsdo not apply to small employerswho havefewer than 51 employees.
Second, any group health plan whose costs increase 1 percent or more due to the
application of MHPA'srequirements may claim an exemptionfromMHPA's
requirements.

How does a plan claim the 1 percent increased cost exemption under MHPA?

Theincreased cost exemption must betaken based on actual claimsdata, not onan
increaseininsurance premiums. The provisionsof MHPA must beimplemented for at
least 6 months and the calculation of the 1 percent cost exemption must be based
on at least 6 months of actual claims data with parity in place. In addition:

® Plansclaiming theincreased cost exemption must notify the appropriate
government agency and plan participantsand beneficiaries 30 daysbefore
the exemption becomeseffective.

e A formulais provided for plansto calculate the increased cost of
complying with parity.

® A summary of the aggregate data and the computation supporting the
increased cost exemption must be made avail ableto plan participantsand
beneficiariesfree of charge upon written request.

e Onceaplan qualifiesfor the 1 percent increased cost exemption, it
does not have to comply with the parity requirements for the life of the
MHPA provisions, which sunset on September 30, 2001.

When do the MHPA requirements take effect? Are these changes
permanent?

The MHPA requirementsgenerally apply to group health plansfor plan yearsbeginning
on or after January 1, 1998. Under MHPA, thereisalsoa® sunset” provision providing
that thelaw will ceaseto apply to benefitsfor servicesfurnished on or after September
30, 2001.
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The Women’s Health and Cancer
Rights Act of 1998

The Women's Health and Cancer Rights Act (WHCRA) was signed into law on

October 21, 1998. The law includes important new protections for individuals who elect
breast reconstruction in connection with a mastectomy. WHCRA amended the Employee
Retirement Income Security Act of 1974 (ERISA) and the Public Health Service Act (PHS
Act) and is administered by the Departments of Labor and Health and Human Services.

The following information is intended to provide general guidance on frequently

asked questions about WHCRA provisions that amend ERISA .

>

I've been diagnosed with breast cancer and plan to have a mastectomy.
How will WHCRA affect my benefits?

Under WHCRA, group health plans, insurance companies and heal th maintenance
organizations (HM Os) offering mastectomy coverage must also provide coveragefor
reconstructive surgery inamanner determined in consultation with the attending
physician and the patient. Coverageincludesreconstruction of the breast on which the
mastectomy was performed, surgery and reconstruction of the other breast to produce
asymmetrica appearance, and prostheses and treatment of physical complicationsat all
stagesof the mastectomy, including lymphedemas.

Will WHCRA require all group health plans, insurance companies and HMOs to
provide reconstructive surgery benefits?

All group health plans, and their insurance companies or HM Os, that provide coverage
for medical and surgical benefitswith respect to amastectomy are subject tothe
requirementsof WHCRA.

Under WHCRA, may group health plans, insurance companies or HMOs
impose deductibles or coinsurance requirements for reconstructive

surgery in connection with a mastectomy?

Yes, but only if the deductiblesand coinsurance are cons stent with those established for
other benefitsunder the plan or coverage.

When do these requirements take effect?

The reconstructive surgery requirements apply to group health plans for plan
years beginning on or after October 21, 1998. To find out when your plan year
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begins, check your Summary Plan Description (SPD) or contact your plan
administrator. These requirements also apply to individual health insurance
policies offered, sold, issued, renewed, in effect, or operated on or after October
21, 1998. These requirements were placed in the PHS Act within the jurisdiction
of the Department of Health and Human Services.

My state requires the coverage for breast reconstruction that is required by
WHCRA and also requires minimum hospital stays in connection with a
mastectomy that are not required by WHCRA.. If | have a mastectomy and breast
reconstruction, am | also entitled to the minimum hospital stay?

It depends. The federal WHCRA permits state law protections to apply to certain
health coverage. State law protections apply if the state law isin effect on
October 21, 1998 (date of enactment of WHCRA) and the state law requires at
least the coverage for reconstructive breast surgery that is required by the federal
WHCRA.

If state law meets these requirements, then it applies to coverage provided by an
insurance company or HMO (“insured” coverage). If you obtained your coverage
through your employer and your coverageis*insured,” you would beentitledtothe
minimum hospital stay required by state law. If you obtained your coverage
through your employer but your coverage is not provided by an insurance
company or HMO (that is, your employer “self-insures’” your coverage), then state
law does not apply. Inthat case, only the federal WHCRA applies and it does not
require minimum hospital stays. To find out if your group health coverageis
“insured” or “self-insured,” check your Summary Plan Description (SPD) or
contact your plan administrator.

If you obtained your coverage under aprivateindividua healthinsurancepolicy (not
through your employer), check with your State Insurance Commissioner’s Office
to learn if state law applies.
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Special Notice Requirements under WHCRA

WHCRA also requires that group health plans, insurance companies, and HMOs

provide two notices regarding the coverage required by WHCRA. The following
information is intended to provide general guidance on frequently asked questions
about these notice requirements under the provisions of WHCRA that amend ERI SA.

»

Are all group health plans, and their insurance companies and HMOs,
required to satisfy the notice requirements under WHCRA?

All group health plans, and their insurance companiesor HMOs, that offer coveragefor
medical and surgical benefitswith respect to amastectomy are subject to thenotice
requirementsunder WHCRA.

What are the notice requirements under WHCRA?

Therearetwo separate noticesrequired under WHCRA. Thefirst noticeisaone-time
requirement under which group health plans, and their insurance companiesor HMOs,
must furnish awritten description of the benefitsthat WHCRA requires. The second
notice must also describe the benefits required under WHCRA, but it must be
provided upon enrollment in the plan and it must be furnished annually thereafter.

How must these notices be delivered to participants and beneficiaries?

These noticesmust be delivered in accordance with the Department of Labor’s
disclosure regulations applicable to furnishing summary plan descriptions. For
example, the notices may be provided by first class mail or any other means of
delivery prescribed in the regulation. It isthe view of the Department that a
separate notice would be required to be furnished to a group health plan
beneficiary wherethelast known address of the beneficiary isdifferent than thelast
known address of the covered participant.

When must the initial one-time notice under WHCRA be furnished to
participants and beneficiaries?

The one-time notice must befurnished aspart of the next genera mailing (made after
October 21, 1998) by the group health plan and itsinsurance companiesor HMOs, or
in the yearly informational packet sent out regarding the plan; but in no event can
the one-time notice be furnished later than January 1, 1999.
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Does a group health plan that already provided the coverage required by WHCRA
have to send out the initial one-time notice?

A group health plan that, prior to the date of enactment of WHCRA (October 21,
1998), already provided the coveragerequired by WHCRA (and continuesto provide
such coverage) will havesatisfied theinitia one-timenoticerequirement if the
information required to be providedintheinitia noticewasprevioudy furnishedto
participantsand beneficiariesin accordance with the Department’ sregulationson
disclosure of information to participantsand beneficiaries.

What information must be included in WHCRA notices?

The noticesmust describe the benefitsthat WHCRA requiresthe group health plan, and
itsinsurance companiesor HMOs, to cover. Thenotice must indicatethat, inthe case
of aparticipant or beneficiary who isreceiving benefitsunder the planin connection with
amastectomy and who el ects breast reconstruction, the coveragewill beprovidedina
manner determined in consultation with the attending physician and the patient, for:

® reconstruction of the breast on which the mastectomy wasperformed;

e surgery and reconstruction of the other breast to produceasymmetrical
appearance; and

® prosthesesand treatment of physical complicationsat all stagesof the
meastectomy, including lymphedemas.

Thenotice must a so describe any deductiblesand coinsurancelimitations applicableto
such coverage. Under WHCRA, coverage of breast reconstruction benefitsmay be
subject only to deductiblesand coinsurancelimitations consi stent with those established
for other benefitsunder the plan or coverage.

Must a group health plan, and its insurance companies or HMOs, furnish
separate notices under WHCRA?

No. Toavoid duplication of notices, agroup health plan or itsinsurance companiesor
HMOs, can satisfy the notice requirements of WHCRA by contracting with another
party that providestherequired notice. For example, inthe case of agroup health plan
funded through aninsurance policy, thegroup hedlth plan will satisfy thenotice
requirementswith respect to aparticipant or beneficiary if theinsurance company or
HMO actually providesthe noticethat includestheinformation required by WHCRA.
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TECHNICAL BULLETIN

U.S. Department of Labor
Pensonand Welfare BenefitsAdministration
Washington, D.C. 20210

PENSIONAND WELFARE BENEFITSPROGRAMS
ERISA TECHNICAL RELEASE No. 96-1

CONTACT: Divisonof Technicd
Assstanceand Inquiries
OFFICE: (202)219-8776
FOR RELEASE: Tuesday, Oct. 15, 1996

Notice of Changes under HIPAA to COBRA
Continuation Coverage under Group Health Plans

OnAug. 21, 1996, the Hedlth Insurance Portability and Accountability Act of 1996
(HIPAA) wassigned into law (Pub. L. 104-191). HIPAA section 421 makes changes,
described below, to three areasin the continuation coverage rules applicableto group health
plans under the Consolidated Omnibus Budget Reconciliation Act of 1985 (COBRA), as
amended. Thesethree areasrelateto thedisability extension, the definition of qualified
beneficiary and theduration of COBRA continuation coverage. These changesare effective
beginning Jan. 1, 1997, regardless of when the event occursthat entitlesanindividual to
COBRA continuation coverage.

Section 421(e) of HIPAA requiresgroup health plansthat are subject to COBRA to notify,
by Nov. 1, 1996, individua swho have elected COBRA continuation coverage of these
changes. The Department isissuing thisrel easeto apprize employersand plan administrators of
the changesin the continuation coveragerulesmade by HIPAA and to inform them of their
obligation under HIPAA to notify qualified beneficiaries of such changes. Such notification must
begivento qualified beneficiariesby Nov. 1, 1996. Thefollowing isadiscussion of the specific
changesin the continuation coverage rulesmadeby HIPAA.

Disability Extension. Under current law, if anindividual isentitied to COBRA
continuation coverage because of atermination of employment or reduction in hoursof
employment, theplan generaly isonly required to make COBRA continuation coverage
availabletothat individual for 18 months. However, if theindividual entitled tothe COBRA
continuation coverageisdisabled (asdetermined under the Social Security Act) and satisfiesthe
applicablenoticerequirements, the plan must provide COBRA continuation coveragefor 29
months, rather than 18 months. Under current law, theindividua must bedisabled at thetime of
thetermination of employment or reductionin hoursof employment. HIPAA makeschangesto
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the current law to providethat, beginning Jan. 1, 1997, thedisability extensonwill aso apply if
theindividual becomesdisabled at any timeduring thefirst 60 daysof COBRA continuation
coverage. HIPAA aso makesit clear that, if theindividua entitled to thedisability extenson has
nondisabled family memberswho are entitled to COBRA continuation coverage, those
nondisabled family membersarea so entitled to the 29 month disability extension.

Definition of Qualified Beneficiary. Individua sentitled to COBRA continuation
coveragearecalled qualified beneficiaries. Individualswho may be quaified beneficiariesarethe
spouse and dependent children of acovered employeeand, in certain cases, the covered
employee. Under current law, in order to beaquaified beneficiary anindividua must generdly
be covered under agroup health plan on the day beforethe event that causesalossof coverage
(such as atermination of employment, or a divorce from, or death of, the covered
employee). HIPAA changes this requirement so that a child who is born to the covered
employee, who is placed for adoption with the covered employee, during a period of
COBRA continuation coverage is al'so a qualified beneficiary.

Duration of COBRA Continuation Cover age. Under the COBRA rulesthereare
gtuationsinwhich agroup hedth plan may stop making COBRA continuation coverage
availableearlier than usudly permitted. Oneof those Situationsiswherethequdified beneficiary
obtains coverage under another group health plan. Under current law, if the other group health
planlimitsor excludes coveragefor any preexisting condition of the qualified beneficiary, the
plan providing the COBRA continuation coverage cannot stop making the COBRA
continuation coverage available merely because of the coverage under the other group health
plan. HIPAA limitsthe circumstancesin which planscan apply exclusionsfor preexisting
conditions. HIPAA makesacoordinating changeto the COBRA rulesso that if agroup hedlth
planlimitsor excludesbenefitsfor preexisting conditions but because of thenew HIPAA rules
thoselimitsor exclusionswould not apply to (or would be satisfied by) anindividual receiving
COBRA continuation coverage, then theplan providing the COBRA continuation coveragecan
stop making the COBRA continuation coverageavailable. The HIPAA ruleslimiting the
applicability of exclusonsfor preexisting conditionsbecomeeffectivein plan yearsbeginning on
or after July 1, 1997 (or later for certain plans maintained pursuant to one or more collective
bargaining agreements).

Effect of thisRelease. Asnoted above, the Department isissuing thisreleaseto advise
employersand plan administratorsof their obligationto notify, by Nov. 1, 1996, qudified
beneficiariesof these statutory changes. The Department, asamatter of enforcement policy, will
deemthat supplying qualified beneficiarieswith awritten copy of theinformation described
above (or with acopy of thisrelease) congtitutes compliance with the noticerequirementin
section421(e) of HIPAA if thisinformationissent to each qualified beneficiary by first class
mail at thelast known address of the qualified beneficiary by Nov. 1, 1996.
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IRS Notice 98-12

Deciding Whether to Elect COBRA Health Care Continuation
Coverage After Enactment of HIPAA

INTRODUCTION

A key decision that millions of Americans face each year is whether to elect
“COBRA" health care continuation coverage. The purpose of this noticeisto help
people decide whether to elect COBRA coverage. In order to make that decision, they
need to know about two laws, COBRA and HIPAA.?2 This notice provides information
— inthe form of questions and answers — about some factors that employees and their
families should take into account in deciding whether to elect COBRA continuation
coverage.

An employer maintaining a group health plan is not required to provide this notice.
The information in this notice may be used by employers and plan administrators who
want to supplement the information they are required to give to covered employees and
beneficiaries. The notice may be modified to provide information specific to aplan. The
information in this notice is not a substitute for any of the notices required to be
furnished under COBRA or for any other information required by law to be furnished to
participants or beneficiaries in employer group health plans.

1 COBRA isthe Consolidated Omnibus Budget Reconciliation Act of 1985, the law that added the health care
continuation coverage requirements.
2 HIPAA isthe Health Insurance Portabil ity and Accountability Act of 1996.
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SHOULD | ELECT COBRA HEALTH CARE
CONTINUATION COVERAGE?

Questions and Answers

If youloseor leaveyour job, or if another event occursthat would causeyouto lose
coverage under an employer’sgroup health plan, you may havetheright to elect COBRA!
health care continuation coverage under theplan. 1nmaking thisimportant decision, therearea
number of cons derationsyou should takeinto account, including:

e whether other group health coverage— such as coverage under another
employer’splan—isavailable;

e Whether any other available health coveragewould exclude benefitsfor a
medical condition that you or afamily member has;

e whenyouwill havetheright to enroll intheother coverage;

e thecost, scope, andlevel of COBRA coverage compared with that of any
other available group coverageor individua health coverage; and

® whether aguaranteed right to buy individual health coverageisimportant to
youl.

Thefollowing questionsand answersaredivided into three parts. Read Part | for
background information about COBRA coverage and animportant recent law, HIPAA?, that
might affect your COBRA decision. Read Part |1 if group health coverage other than COBRA
coverageisavailabletoyou. Read Part I11 if you do not have other group health coverage
available. Thesequestionsand answersreflect thelaw asin effect in January 1998.3

These questionsand answersare available at the IRS Internet site at:
WWW.irs.ustreas.gov

These questionsand answersare also available at the Department of Labor (DOL ) Internet
dteat:

www.dol.gov/dol/pwba
and at theHealth Care Financing Administration (HCFA) Internet Site at:

www.hcfa.gov

1 COBRA isthe Consolidated Omnibus Budget Reconciliation Act of 1985, the law that added the health care
continuation coverage requirements.

2 HIPAA isthe Headlth Insurance Portability and Accountability Act of 1996.

% In most cases, HIPAA is effective by January 1998. However, alater effective date appliesto certain

employer group health plans and certain health coverage. The questions and answers below assumethat HIPAA isin
effect.
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PART I: Overview of COBRA and HIPAA

COBRA

| 4

What rights to health care continuation coverage does COBRA provide?

If you are covered by an employer’sgroup health plan, COBRA may giveyou theright
to stay covered even if something happens, likelosing your job, that would otherwise
causeyoutolosecoverage. Thiscontinuation coverageunder anemployer’splanis
caled” COBRA coverage.” COBRA coverageusudly lastsonly for alimited time, and
you usualy haveto pay for it.

If you are covered by an employer’sgroup health plan, and an event occursthat woul d
otherwise cause you to lose that group health coverage, you need to understand
whether COBRA appliesto your specific Situation and, if so, what your rightsare under
COBRA.

Which employer plans are subject to COBRA?

COBRA appliesto most employer group health plansbut not to al of them. For
example, it doesnot apply to plans of employerswith fewer than 20 employeesor to
church plans. Many plans of small employers, though, are subject to state laws
similar to COBRA. If you are covered under aplan of an employer with fewer
than 20 employees, you can contact the department or commission of insurance
in your state to find out if you have rights to continuation coverage under your
state’sinsurance laws. (Federal employees, while not protected by COBRA, have
similar continuation coverage rights under another federal law.)

What events result in COBRA rights and for how long is COBRA coverage
available?

Evenif COBRA appliestoyour group health plan, it givesrightsonly to certain people
whowould belosing health coveragefor certain specific reasons. Some of the most
common situationsthat give people COBRA rightsare:

® | ossof job. If youarecovered by your employer’sgroup health planand
you loseor leaveyour job, COBRA generally givesyoutherighttostay in
theemployer’splanfor upto 18 months. Thesamerightsapply if youare
the spouse or dependent child of an employeewho loseshisor her job.
(The 18-month period can beincreased to 29 monthsif someoneinthe
family isdisabled.)

® Reducedhours. If you are covered by your employer’sgroup heath plan
and your hoursare reduced, theemployer’splan may providethat you lose
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coverageunlessyou elect COBRA. Inthiscase, COBRA generally gives
you theright to stay inthe employer’splanfor up to 18 months. Thesame
rightsapply if you arethe spouse or dependent child of an employeewhose
hoursarereduced. (The 18-month period can beincreased to 29 monthsif
someoneinthefamily isdisabled.)

Death or divorceof spouse. You havetheright to COBRA coverageif
you are covered by agroup health plan of your spouse’semployer and you
would lose coverage because your spousediesor you and your spouse
divorceor legally separate. Inthesecases, COBRA givesyoutheright to
stay intheplanfor up to 36 months.

Death or divorceof parent. You havetheright to COBRA coverageif
you are adependent child covered by agroup health plan of your parent’s
employer and you would | ose coverage because your parent diesor your
parentsdivorceor legally separate. Inthese cases, COBRA givesyouthe
right to stay inthe plan for up to 36 months.

Changeof Statusas Dependent. COBRA also givesyourightsif you
areadependent child covered by agroup health plan of your parent’s
employer and you would | ose coverage because you reach an age or
condition that causesyou to no longer be covered as adependent under the
plan. Inthesecases, COBRA givesyoutheright to stay inthe planfor up
to 36 months.

If you become covered by another group health plan or by Medicare before your
COBRA coveragewould otherwiseend, you usually losetheright to COBRA
coverage. However, you do not losetheright to COBRA coverageif the new group
health plan doesnot cover illnesses or conditions because you had them beforeyou
became covered under the plan.

What are the requirements for obtaining COBRA coverage?

If youwant COBRA coverage, you can berequired to eect it within 60 days after your
coveragewould otherwiseend. If you elect COBRA coverage, theplanisrequiredto
continuethe same coveragefor you but can chargeyoufor it.

e Cost of COBRA coverage. If you elect COBRA coverage, the plan

can require you to pay for the entire cost of coverage, plus a small
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(2 percent) additional charge for administration. (If you are getting a
longer period of coverage because of disability, you may have to pay
more.) The cost of COBRA coverage will probably be more than what
you were paying for coverage before. You can pay for COBRA
coverage in monthly installments.

How can | get more information about COBRA?

COBRA hasanumber of special rules, and theinformation above coversonly basic
points. The plan administrator of your group health planisrequiredto giveyou
information about your COBRA rights. You should read that information carefully. 1f
you have any questionsabout your COBRA rightsor would like additional information
about COBRA and your group health plan, contact your plan administrator.

If you want to know more, the Department of Labor has a booklet called Health
Benefits under the Consolidated Omnibus Budget Reconciliation Act (COBRA).
You can request this booklet free of charge by calling 1-800-998-7542. The
booklet is also available on the Internet at:

www.dol.gov/dol/pwba

HIPAA

| 4

What is HIPAA and why is it important in deciding whether to elect COBRA
coverage?

HIPAA isafedera law that regulatesemployer group health plansand healthinsurance
companies. HIPAA isimportant to your decision whether to elect COBRA coverage
because HIPA A may affect when other coverageisavailableto you and thetypes of
other coverage availableto you, including the extent to which coverage can be restricted
under a“preexigting condition exclusion.”

What is a preexisting condition exclusion?

Some employer group health plansdo not provide coveragefor anillnessor condition
you had before you became covered under the plan. Theseillnessesor conditionsare
commonly called“ preexisting conditions.” A specia limit on coveragefor apreexisting
conditioniscalleda” preexisting condition excluson.”
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How are preexisting condition exclusions limited by HIPAA?

HIPAA imposesthefollowing limitson the situationsin which employer group hedlth
plansmay have preexisting condition exclus onsand thelength of timethat such
exclusonscanapply:

® Treatment or advicereceived in 6 months before enroliment. An
employer group health plan cannot exclude coveragefor apreexisting
condition you have unless medical advice, diagnosis, care or treatment
was received by you (or recommended to you) for the condition during
a 6-month period. If thereisawaiting period to get into the plan, the
6-month period is the 6 months before the start of the waiting period.
If the plan has no waiting period, the 6-month period is the 6 months
before you enter the plan.

® Preexisting condition exclusion cannot last for more than 12 (or 18)
months. Anemployer group health plan cannot exclude coveragefor a
preexisting condition for morethan 12 monthsafter the start of thewaiting
period for coverage. If thereisno waiting period, the plan cannot exclude
coveragefor apreexisting condition for morethan 12 monthsafter you
enter the plan. However, if you do not enroll whenyou arefirst eligibleand
do not enroll whenyou have* specia enrollment rights” (asdescribed
below), the plan can refuseto cover preexisting conditionsfor upto 18
monthsafter you enter theplan.

® Previouscoveragereduceslength of exclusion. If you had other health
coverage— for example, under another group health plan (including
COBRA coverage) or under anindividual insurance policy, Medicare, or
Medicaid— your new plan’s preexisting condition exclusion period
generally must be reduced by the period of your other coverage. For
example, if youwere covered by your old employer’splan for 4 months
and your new employer’splan hasa 12-month preexisting condition
exclusion, your new employer’s plan cannot exclude coveragefor youfor
any preexisting condition for morethan 8 months. However, your new
employer’splan does not have to count coverage beforea63-day break in
coverage.

® 63-day break in coverage. If there hasbeen abreak of 63 daysor more
during whichyou had no health coverage, then the plan can disregard your
old coveragethat preceded thisbreak. Thus, if you had no coveragefor at
least 63 daysjust before you began working for your new employer, the
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new employer’splan canrefuseto cover any preexisting conditionsfor up
to 12 months(or 18 months, depending on when you enroll inthe new
plan). Time spentinany waiting period for coverage does not count toward
the 63-day break.

® No preexisting condition exclusion permitted for pregnancy or for
newborn and adopted children. A plan cannot impose apreexisting
condition exclusonrelatingto pregnancy. Inaddition, aplan cannotimpose
apreexisting condition exclusion on newborn children, adopted children,
and children placed for adoption who are covered under aplan on the 30th
day after their birth, adoption, or placement for adoption.

® Stateinsurancelaws. Stateinsurancelawsmay further limit the extent to
whichinsurance under an employer’s plan can exclude coveragefor
preexigting conditions.

> How does HIPAA affect my ability to enroll in an employer’s plan?

® Special enrollment rights. HIPAA givesyou and your family aspecial
opportunity toenroll inyour employer’splanintwo Stuations: (1) if you
lose other coverage (including COBRA coverage); or (2) if you have a
new spouse or dependent. In these two situations, you (or your spouse
or dependent) can be enrolled in your employer’s plan even if the plan
normally would not alow enrollment at that time.

e Special enrollment because of loss of other coverage. You (and
your spouse and dependents) might have been eligibleto enroll inyour
employer’splan at an earlier time but you decided not to because at
that timeyou (or your family members) had other coverage (say, under
theplan of your spouse’ semployer). Inthat case, if you (or your family
members) later |osethe other coverage, your employer’splan generadly
must allow you (and your family members) to enroll. Theplanhasto
giveyou at least 30 daysafter that other coverageislost to request
enrollment, and must allow enrollment by thefirst day of the month after
the plan receivesyour compl eted request.

e Thisspecia enrollment right generdly isavailableonly if the
coverageislost becauseitisnolonger available (and not lost
because of failureto pay for it or for cause, suchasmaking a
fraudulent claim). You arenot required to elect COBRA coverage
inorder to haveaspecia enrollment right; however, if you do el ect
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COBRA coverage, you must continueit for theentireperioditis
availabletoyouinorder to preserve thisspecid enrollment right.

® Special enrollment because of anew spouseor dependent. If you
marry, then you, your spouse, and any new dependentsyou get asaresult
of themarriage have specid rightstoenroll. If anew childisborn, you
adopt achild, or achildisplaced for adoption with you, then you, your
spouse, and the new child also get special rightsto enroll.

¢ Tobeentitled to specia enrollment on account of anew spouse or
dependent, you must either be covered under the plan or be€eligible
to be covered under theplan. Theplanhasto giveyouat least 30
days after the marriage, birth, adoption or placement for
adoption to request enrollment.

* |f you get married, the plan must cover you, your spouse and
any new dependent by the first day of the month after the plan
receives your completed request.

® |f you have anew child, the plan must cover you and your
spouse and the child from the date of birth, adoption or
placement for adoption.

® The plan cannot exclude you (or make you pay more) based on
health status. HIPAA prohibitsemployer group health plansfrom
discriminatingintheir digibility rulesonthebasisof your hedlth.

e For example, aplan cannot requireyou to passaphysica
examination beforeyou can enroll intheplan, or prevent you from
enrolling because of your medica claimsexperience, medical
history, geneticinformation, evidenceof insurability, or disability.

In addition, aplan generdly cannot requireyouto pay ahigher contribution
than smilarly situated people covered under the plan dueto your health or
any of these other factors.

| 2 Which employer plans are subject to HIPAA?

HIPAA'slimitson preexisting condition exclusions, specid enrollment rights, and
restrictions on discrimination based on health status apply to most but not al employer
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group health plans. For example, HIPAA generally does not apply to plans where
fewer than 2 of the participantsare current employees. Inaddition, specia exceptions
apply to certain plans maintained by state or local governments and certain plans
maintained by church organizations. Further, the HIPAA rulesgenerally do not apply to
coveragefor certaintypes of excepted benefits.

Where can | get more information about HIPAA?

HIPAA hasanumber of special rules, and theinformation above coversonly basic
points. If youwant to know more about how HIPAA appliesto group health plans, the
Department of Labor offers a booklet Questions and Answers. Recent Changes
in Health Care Law. You may request this booklet free of charge by calling 1-
800-998-7542. The booklet is also available on the Internet at:

www.dol.gov/dol/pwba

Moreinformation about HIPAA isalso availableat the Heal th Care Financing
Adminigtration (HCFA) Internet Siteat:

www.hcfa.gov
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PART II: Should | Elect COBRA Coverage

If | Have Other Group Health Coverage Available?

The questions and answers in this part are designed to assist you if you have group

health coverage available in addition to COBRA coverage. In deciding whether to elect
COBRA coverage, an important factor is whether the other group health coverage has a
preexisting condition exclusion that applies to you.

>

How do | know if an employer group health plan has a preexisting
condition exclusion that applies to me?

You should first determine whether you received medical advice, diagnosis, care
or treatment (or they were recommended to you) for amedical condition during
the 6-month period before the start of the plan’s waiting period (or before you
enter the plan, if there is no waiting period). For this purpose, only medical
advice, diagnosis, care or treatment from a physician or other licensed or
authorized person counts.

® |f not, theemployer’sgroup health plan cannot apply apreexisting condition
exclusontoyou.

® |f s0, contact the plan administrator to find out whether and for how long
the plan excludesyour condition. Then, determinewhether and to what
extent your prior health coveragewill reduceany preexisting condition
exclusion period.

e Whileyoumust benatified if the plan hasapreexisting conditionexclusion
beforethe exclusion can be applied to you, the planisnot required to give
you thisnotice beforeyour coverage begins. You haveto ask for the
informationif youneedit earlier.

How do | know how long | will be subject to the plan’s preexisting
condition exclusion?

A planwith apreexisting condition exclusion should specify the maximum period that
the exclusion can apply. That periodisreduced by your prior health coverage, soyou
will need to determine how much prior health coverageyou had. Remember that if
there has been abreak of 63 days or more during which you had no health coverage,
then the plan may be ableto disregard your old coverage. Timespent inany waiting
period for coverage does not count toward the 63-day break.

® Proof of PreviousHealth Coverage. Your old plan must giveyou a
certificate showing how much coverageyou had under that plan. Theplan
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must give you the certificate shortly after you become eligible for
COBRA coverage, shortly after your coverage ends, and at any other
time you request it while you are covered or up to 24 months after
your coverage ends. If you become covered by a plan that has a
preexisting condition exclusion, you may use the certificate to show
your new plan how long you had coverage under your old plan.

® |fyoudo not haveacertificate, you can proveyour prior coverage
by producing documentation or other evidence.

® The new plan must notify you of any length of time that a
preexisting condition exclusion may apply to you after
counting your previous coverage.

What should | consider in deciding whether to elect COBRA coverage if |
have other group health coverage available with a preexisting condition
exclusion that applies to me?

If you have other group health coverage available, and that coverage hasapreexisting
condition exclusion that applies to you, your choices are to have: (1) COBRA
coverage instead of that other group coverage; (2) the other coverage instead of
COBRA coverage (despite the preexisting condition exclusion); or (3) both
COBRA coverage and the other coverage.

Your decision may depend on severa factors, such as:

e how long your new coveragewill be subject to the preexisting condition
excuson;

e how likely you areto need treatment for the preexisting condition beforeitis
covered,;

e theseriousnessof your preexisting condition, how much thetreatment
would cost youin the absence of coverage, and theriskstoyouif treatment
isdelayed;

® thecost, level and scope of benefits of the COBRA coverage compared to
theother coverage; and
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the HIPAA rules that require plans to offer special enrollment rightsin
certain cases and prohibit enrollment restrictions based on your health
status (as discussed in Part | and below in this Part 11).

What should | consider in deciding whether to elect COBRA coverage if |
have other group health coverage available with no preexisting condition
exclusion that applies to me?

If you have other group health coverage availabl e that does not exclude coveragefor a
preexisting medical condition you have, your decision whether to elect COBRA
coverage may beinfluenced by avariety of factors, including—

® COBRA cutoff dueto other coverage. In generd, if you get coverage
from another employer’sgroup health planthat isnot subjecttoa
preexisting condition exclusion, or from Medicare, your COBRA coverage
can becut off. Thismeansthat in most situationsyou would haveto decline
the other coverageif you decideyou prefer the COBRA coverage. (Note
that if you have been receiving disability paymentsfrom Socia Security, you
should not decline M edicare coverage without first consulting your Socia
Security officeor theMedicare program.)

® Cost, scope and level of coverage. Plans differ in their cost and in the
level and scope of benefits (such as particular medical services) they
cover. You should take these differences into account in comparing
the COBRA coverage with the other avail able coverage.

e Employersoften pay for alarge portion of the cost of group health
coveragefor employees, while peopleon COBRA coverage
typically haveto pay for theentire cost of the coverage. Thismeans
it usually ischeaper to pay for the employee share of the cost of the
other coveragethanto pay for COBRA coverage. However, you
might prefer more costly coverageif it providesmore
comprehensive benefitsfor treatment you may need.

® \Waiting period before other coverage begins. If you (or your spouse or
parent) get anew job that offershealth coverage after somewaiting period,
you might want to el ect to have COBRA coveragefor that waiting period.

e Special enrollmentrights. If you elect COBRA coverageinstead of
taking other available group health plan coverage, HIPAA generdly gives
you the right to enroll in the new plan within 30 days after the
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COBRA coverage ends, or within 30 days after you get married or
have a new dependent child — even if the plan would not otherwise
alow you to enroll at that time.

e But, onceyou have elected COBRA coverage, your specia
enrollment right for theloss of the coverage appliesonly if you keep
the COBRA coveragefor theentire periodit isavailableto you.
(Thus, thisspecia enrollment right doesnot apply if the COBRA
coverage ends becauseyou stop payingfor it.)

HIPAA limits on enrollment restrictions based on health status. If
you elect COBRA coverage instead of taking other group health plan
coverage, but you later decide you want to enroll in the new plan, your
new plan cannot exclude you (or charge you more) on the basis of
your health.
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PART Ill: Should | Elect COBRA Coverage If |
Do Not Have Other Group Health Coverage Available?

The questions and answers in this part are designed to assist you if you do not have

other group health coverage available.

| 4

Why do | need health coverage?

You need health coverageto help pay for medical servicesfor any health problemsyou
might haveafter your current plan coverageends.

Does HIPAA give me the right to buy individual health coverage?

If you meet certain requirements, HIPAA givesyoutheright to buy individua health
coveragewith no preexisting condition exclusion, without having to give evidence of
good health. Depending on the state, the individual health coverage may be a
policy issued by an insurance company, or coverage through a state high-risk pool
or other governmental program. You must meet all of the following requirements
to have thisright:

® Your most recent period of health coverage must have been under an
employer group health plan.

e |f youwereé€ligiblefor COBRA coverage (or coverage dueto asimilar
state provision) under that plan, you must have elected and continued
that coverage for the entire period it was available to you.

e You would not have to continue COBRA coverage for the entire
period to maintain these rightsif the only COBRA coverage available
wasin an HMO and you ceased to reside, live or work in the HMO
service area.

® You must have at least 18 months of prior health coverage,
disregarding coverage before a break of 63 days or more during which
you had no health coverage.

e You must not have lost your most recent health coverage because you
failed to pay the premiums or because you committed fraud.

e You must not now be eligible for coverage under any employer group
health plan, Medicare or Medicaid.

62



>

® You must not now have any other health insurance coverage.

For moreinformation onyour right to buy individua health coverage, contact your
State' sdepartment or commission of insurance.

What should | consider in deciding whether to elect COBRA coverage?

e COBRA coverage compared to individual health coverage. In

comparing COBRA coveragewithany individua coverageyou have
available, consider differencesin cost andinthelevel and scope of benefits
(such asparticular medical services) covered.

COBRA coverage compared to no health coverage. You may want to
elect COBRA coverageto make sureyou are covered for any medical
servicesyou need. Many people consider the benefitsfrom having the
protection that COBRA coverage providesto bewell worth the cost of
COBRA coverage.

® Youmight alsowant to elect COBRA coverage because, inthe
future, you could become covered under an employer group health
planthat hasapreexisting condition exclusion. If youhavea63-
day break in coverage, then your existing coverage may be
disregarded. COBRA coverage can help you avoid having a63-
day break in coverage and also countstoward reducing any
preexisting condition exclusion. SeePart | for moreinformationon
theserules.

COBRA coverage to protect your right to buy individual health
coverage with no preexisting condition exclusion. As described
above, if certain requirementsare met, you and your family may havethe
right to buy individua health coveragewith no preexisting condition
exclusion, without having to giveevidence of good health. These
requirementsinclude electing COBRA coverageaslong asitisavailableto
you. THUS, FAILURE TO ELECT COBRA COVERAGE MAY
CAUSEYOU TOLOSE YOURGUARANTEED RIGHTSTO
PURCHASE INDIVIDUAL HEALTH COVERAGE.
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> Is there any state-sponsored coverage available to me?

Individualsinafamily whoseincomeistemporarily reduced (for example, dueto lossof
ajob) may be €eligible for low-cost or no-cost health insurance through public
programs. Children are especially likely to be eligible for low-cost coverage, such
asthe Children’s Health Insurance Program (CHIP). Eligibility for these
programs varies by state and sometimes within a state. To find out more about
the CHIP Program in your state, call 1-877-KIDSNOW. You can contact other
state government officials to find out if you are eligible for additiona programs.

CONCLUSION

Thereare many factorsto consider in making theimportant decision whether to el ect
COBRA continuation coveragefor you and each of themembersof your family. The
information above highlightsfactorsthat peopleintypical circumstancesmay want to takeinto
account in deciding whether to elect COBRA coverage. You will need to consider your own
family’scircumstancesin making your decision.
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Appendix C

HIPAA Model Certificate




Model Certificate

CERTIFICATE OF GROUP HEALTH PLAN COVERAGE

* IMPORTANT - This certificate provides evidence of your prior health coverage. You may
need to furnish this certificate if you become eligible under a group health plan that excludes
coverage for certain medical conditions that you have before you enroll. This certificate may need
to be provided if medical advice, diagnosis, care, or treatment was recommended or received for the
condition within the 6-month period prior to your enrollment in the new plan. 1f you become
covered under another group health plan, check with the plan administrator to see if you need to
providethis certificate. You may also need this certificate to buy, for yourself or your family, an
insurance policy that does not exclude coverage for medical conditions that are present before you
enroll.

1. Dateof thiscertificate:

2. Name of group health plan:

3. Nameof participant:

4. |dentification number of participant:

5. Name of any dependentsto whom this certificate applies:

6. Name, address, and telephone number of plan administrator or issuer responsible for
providing this certificate:

7. For further information, call:

8. If theindividual(s) identified in line 3 and line 5 has at least 18 months of creditable
coverage (disregarding periods of coverage before a 63-day break), check here and
skip lines 9 and 10.

9. Datewaiting period or affiliation period (if any) began:

10. Date coverage began:

11. Date coverage ended: (or check if coverage is continuing as of the date of this

certificate: ).

*Note: separate certificates will be furnished if information is not identical for the participant and
each beneficiary.
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Appendix D

HIPAA Model Description of Special Enrollment Rights




Model Description of Special Enrollment Rights

If you aredeclining enrolIment for yourself or your dependents (including your spouse)
because of other health insurance coverage, you may inthefuture be ableto enroll
yoursalf or your dependentsin thisplan, provided that you request enrollment within 30
daysafter your other coverage ends. Inaddition, if you have anew dependent asa
result of marriage, birth, adoption or placement for adoption, you may beableto enroll
yourself and your dependents, provided that you request enrollment within 30 daysafter
themarriage, birth, adoption or placement for adoption.
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Appendix E

HIPAA Model For Categories of Benefits
(Alternative Method)




Model for Categories of Benefits (Alternative Method)

INFORMATION ON CATEGORIES OF BENEFITS

=

Dateof origina certificate:

2. Nameof group health plan providing the coverage:

3. Nameof participant:

4. |dentification number of participant:

5. Name of individual(s) to whom this information applies:

6. The following information applies to the coverage in the certificate that

was provided to the individual(s) identified above:

a. MENTAL HEALTH:

b. SUBSTANCE ABUSE TREATMENT:

c. PRESCRIPTION DRUGS

d. DENTAL CARE:

e. VISON CARE:
For each category above, enter “N/A” if theindividua had no coveragewithinthe
category or either (i) enter both the datethat theindividua’s coveragewithinthe
category began and the date that theindividual’s coverage within the category ended
(or indicateif continuing), or (ii) enter “same” onthelineif thebeginning and ending

datesfor coveragewithinthe category arethe same asthe beginning and ending dates
for the coverageinthe certificate.
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Appendix F

Sample Language for the Newborns’ Act
Disclosure Requirement




Sample Language for the
Newborns’ Act Disclosure Requirement

Thefollowingisthe amended sample noticethat group health plan may useto satisfy
theNewborns' Act disclosurerequirement:

“Group health plans and health insurance issuers generally may not,
under federal law, restrict benefits for any hospital length of stay in
connection with childbirth for the mother or newborn child to less
than 48 hours following avaginal delivery, or less than 96 hours
following a cesarean section. However, federal law generally does not
prohibit the mother’s or newborn’s attending provider, after consulting
with the mother, from discharging the mother or her newborn earlier than
48 hours (or 96 hours as applicable). In any case, plans and issuers may
not, under federal law, require that a provider obtain authorization from
the plan or the issuer for prescribing alength of stay not in excess of 48
hours (or 96 hours).”
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