COBRA Client FAQs NY

The Consolidated Omnibus Budget Reconciliation Act (COBRA) of 1985 imposed health care continuation
requirements on certain group health plans. Coverage required under this law is referred to as COBRA
continuation coverage. COBRA is effective for plan years beginning after July 1, 1986, and was codiyed
as Section 4980B of the Internal Revenue Code, Sections 601 through 608 of ERISA, and Title XXII of the
Public Health Service Act. The Department of Labor (DOL) and Internal Revenue Service (IRS) originally
published proposed regulations interpreting COBRA requirements in the Federal Register June 15, 1987,
with regulation and enforcement notices. Regulations have been updated on several occasions since that
time.

Employers with more than 20 employees on more than 50 percent of typical business days in the prior
calendar year are subject to COBRA for qualifying events. Employers with fewer than 20 employees, along
with certain church plans and federal governments, are not subject to COBRA.

Typical plans that are subject to COBRA include group health plans, such as medical, dental, vision,
employer’s assistance plans (EAP) that provide a visit component, health care spending accounts (only if
underspent), health reimbursement arrangements, and discount and wellness programs.

Under COBRA, employees and their covered dependents can elect a temporary extension of their health
beneyts in certain instances where their group coverage would normally end. This extended coverage can
last from 18 to 36 months, depending on the qualifying event. The beneyts offered to the employees and
dependents under COBRA, must be the same beneyts they had prior to their qualifying event.

Apac New York can assist with an employeris COBRA administration needs by outsourcing this service
through an alliance with another leading company in the industry.

Complete client setup includes all current COBRA participants, persons in a pending status, plans, rates,
subsidies (if any), tailoring notices and letters as needed, entering paid-through dates for all participants
and plans, and developing a custom Excel interface for each client (unless they will be exporting to our
electronic specs directly from their HRIS).

Our administrator provides a comprehensive Administration Guide to walk the client through both the initial
setup phase and the day-to-day operations. The administrator also provides the general notice (formerly
the initial notice) to new beneyt-eligible employees, qualifying event notices, HIPAA certiycates (at end

of the COBRA period), enroliment letter, conyrmation letter, late payment letters, Cal COBRA notice,
termination letter, conversion letter and up to 15 different letters either required or suggested by regulatory
guidance.
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Our administrator provides several monthly standard reports and day-to-day support to the client’'s HR

staff. As laid out in their agreement, they will provide all of the labor, materials, and facilities necessary to
perform the following services for the client and will take reasonable steps to be ready for operation within
four weeks after they receive the clientis signed contract and complete speciycations:

A. Letters sent to qualiyed beneyciaries via yrst class mail include:

1. Initial notice of COBRA rights.
Beneyt availability: COBRA notiycation after COBRA qualifying event with reply form.
Beneyt cost: initial premium notice with payment coupons.
HIPAA Certiycate of Creditable Coverage.
Enrollment cony rmation.
Underpayment letter: notiycation of underpayment.
Cancellation letter: failure to reply, failure to make initial payment, failure to make regular
payment, attainment of end of eligibility period.
Premium change letter (includes new coupons).

9. Conversion notiycation letter.

10. Medicare eligibility letter.

11. State continuation COBRA notice to residents who are coming to the end of their federal COBRA
period.

12. Termination notice.

. Billing and premium collections functions, including:
1. Establishment and maintenance of records concerning qualiyed beneyciary.
2. Receiving and providing accounting for premium payments from participants.
3. Conyrmation of payments entered in to the system.
4. Appropriate disbursement of funds to the client for remittance to carrier.

C. Reporting to carriers, including eligibility uploads, as necessary

D. Monthly reports, which may include any of the following:
Carrier eligibility report (includes additions and terminations)
Active COBRA listing
Detail report
Payment history
Premium summary report
Notiycation of letters sent
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If the qualifying event is... And if Social Security... CT;:/eer:atgg gear)i(cl)rgliJsm

Does not determine that 18 months
any qualiyed beneyciary is
Covered employee’s termination of disabled during the yrst 60
employment, retirement, or covered days of COBRA coverage
employee’s reduction in hours (6.9.,  petermines that any qualiyed 29 months
leave of absence, full time to parttime,  peneyciary affected by this
disability leave) same event is disabled

during the yrst 60 days of
continuation coverage

One of the following: 36 months for covered

» Covered employee’s divorce or legal . spouse and/or children
separation losing coverage as a result
» Covered employee dropping spouse in of qualifying event

anticipation of divorce

e Covered employee’s death

» Covered employee’s entitlement to
Medicare resulting in dependent’s loss
of coverage

 Child’s loss of dependent status under

plan terms

Initial Notice A group health plan must notify a covered When coverage yrst begins
employee and dependents of their COBRA under the plan COBRA
rights. Mailing the notice by yrst-class malil statute requires this notice
to the employeeis and spouseis last known be provided within 90 days
address is consid-ered to be good faith of commencement of plan
compliance. A single notice addressed to coverage.

the employee and spouse is sufycient if the
spouseis last known address is the same as
the employ-ee’s. Otherwise, separate notices
to each are required.

Employer Notice of = An employer must notify the administrator of Within 30 days of event
Qualifying Event any qualifying event.
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COBRA Notiycation The administrator must notify a qualiyed Within 14 days of receiving a
Letter Sent beneyciary of his or her COBRA rights in notice of a qualifying event
connection with a qualifying event. A notice to
a spouse is considered sufycient to notify all
dependent children residing with the spouse.

Qualiyed A covered employee or qualiyed beneyciary Within 60 days of the
Beneyciary Notice must notify a plan administrator of any qualifying event
of Qualifying Event  qualifying event that affects his continuation of

coverage.

Notice of Disability

To obtain the disability extension in the Within 60 days of Social
maximum coverage period from 18 to 29 Security’s disability
months, a qualiyed beneyciary must notify the determination and before the
plan administrator of Social Security’s disability end of the 18-month period
determination.

Notice of Qualiyed A qualiyed beneyciary must notify a plan Within 30 days of Social
Beneyciary No administrator of Social Securityis ynal Securityis ynal determination
Longer Disabled determination that a beneyciary is no longer

disabled.
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Our administrator has a Web site dedicated to assisting the client’s plan administration and supports their
product lines. The Web site gives the client the ability to enter an employee’s or spouse’s information onto
the Web site when he or she becomes covered by a COBRA qualiyed plan. They are currently working

on the additional feature of being able to enter an employee’s, spouse’s or dependent’s qualifying events.
Once this information is entered onto the Web site, our administrator will then receive the information and
upload this into the system.

+HAASLA+YA EAAA AR ruddpA
Clients can call a toll-free number to speak with a beneyt specialist Monday through Friday, from 5 a.m. to
5:30 p.m., Paciyc time.

A participant’s account information is available in several different ways. Account information is accessed
through our administratoris Web site, by calling and speaking to a live participant support specialist or by
sending an e-mail.
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An option available to active participants for account access is our administrator’s Web site. A participant
will log in to the home page. Once at the home page, there are several ways to check a participantis

account.
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The simplest way is to use the shortcuts for Check Accounts and, using the drop-down options, select
COBRA. The patrticipant may also use any of the pull-down menus on the home page. Once he accesses
the logon page, he must enter his Social Security number and home ZIP code to access his information.

The participant will be able to review his demographic and dependent information, view which plans he is
enrolled in, view payments made, and print payment coupons.
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Participants can call a toll-free number to speak with a participant support specialist Monday through
Friday, from 5 a.m. to 5:30 p.m., Paciyc time.
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A participant may also send an e-mail to the General Questions e-mail queue. A participant support
specialist will respond to the questions within two business days.



