DID YOU
KNOW?

Under a new
federal law, a
person
involuntarily
terminated
between
Septemberl,
2008 and
December 31,
2009 may be
eligible for
COBRA
premium
assistance.
Under this
program, the

individual pays

35% of the
COBRA

premium and the

federal
government
subsidizes the

remaining 65%
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COBRA COVERAGE NOTICE

COBRA coverage is available when a
“qualifying event” occurs that would result in a |
loss of coverage under the health plan, such as
end of employment, reduction of the
employee’s hours, employee becoming entitled |
to Medicare, marriage, divorce, legal
separation, annulment, and death.

Federal law requires that most group health
plans give qualified beneficiaries the
opportunity to continue their group health
coverage when there is a qualifying event.
Depending on the type of qualifying event,
“qualified beneficiaries” can include an
employee covered under the group health plan
and his/her enrolled dependents. Certain
newborns, newly adopted children, and
children of parents under Qualified Medical
Child Support Orders (QMCSOs) may also be
qualified beneficiaries. This is discussed in
more detail in separate paragraphs below.
COBRA coverage is the same coverage that
the State of Arizona offers to participants.

Each qualified beneficiary who elects COBRA
coverage will have the same rights under the
Plan as other participants, including open
enrollment and HIPA A special enrollment
rights. The description of COBRA coverage
contained in this notice applies only to group
health coverage offered by the State of Arizona
(medical, dental, vision and healthcare
Flexible Spending Account [FSA]). The Plan
provides no greater COBRA rights than what
COBRA requires — nothing in this notice is
intended to expand your rights beyond
COBRA'’s requirements.

Electing COBRA Coverage
To elect COBRA coverage, you must complete |
the election form according to the directions on |
the election form and mail or deliver by the

date specified on the election form to the

| ADOA Benefits Office. Each qualified

beneficiary has a separate right to elect COBRA
coverage.

For example, the employee’s spouse may elect
COBRA coverage even if the employee does not
and can elect coverage on behalf of all the
qualified beneficiaries. COBRA coverage may
be elected for only one, several, or for all
dependent children who are qualified
beneficiaries.

You may elect COBRA under the group health
coverage (medical, dental, vision and health care
FSA) in which you were covered under the Plan
on the day before the qualifying event. Qualified
beneficiaries who are entitled to elect COBRA
may do so even if they have other group health
plan coverage or are entitled to Medicare
benefits on or before the date on which COBRA
is elected.

However, a qualified beneficiary’s COBRA
coverage will terminate automatically if, after
electing COBRA, he or she becomes entitled to
Medicare benefits or becomes covered under
another group health plan (but only after any
applicable pre-existing condition exclusions of
that other plan have been exhausted or satisfied).

Electing COBRA Under the

Healthcare FSA
COBRA coverage under the health care FSA will
be offered only to qualified beneficiaries losing

‘coverage who have underspent accounts. A

qualified beneficiary has an underspent account
if the annual limit elected under the health care

FSA by the covered employee reduced by

reimbursements of expenses incurred up to the
time of the qualifying event, is equal to or more
than the amount of premiums for healthcare FSA
COBRA coverage that will be charged for the
remainder of the plan year.



TAKE NOTE

COBRA will
generally last 18
months for a
qualified
beneficiary
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COBRA coverage will consist of the health care
FSA coverage in force at the time of the
qualifying event (i.e., the elected annual limit
reduced by expenses reimbursed up to the time
of the qualifying event).

The use-it-or-lose-it rule will continue to apply,
so any unused amounts will be forfeited at the
end of the plan year. FSA COBRA coverage
will terminate at the end of the plan year. All
qualified beneficiaries who were covered under
the health care FSA will be covered together for
health care FSA COBRA. However, each
qualified beneficiary has separate election
rights, and each could alternatively elect
separate COBRA coverage to cover that
qualified beneficiary only, with a separate
health care FSA annual coverage limit and a
separate COBRA premium. Contact the ADOA
Benefits Office for more information.

Special Considerations in Deciding

Whether to Elect COBRA

In considering whether to elect COBRA
coverage, you should take into account that a
failure to elect COBRA will affect your future
rights under federal law. First, you can lose the
right to avoid having pre-existing condition
exclusions applied to you by other group health
plans if you have more than a 63-day gap in
health coverage. Election of COBRA coverage
may eliminate this gap. Second, you may lose
the guaranteed right to purchase individual
health insurance policies that do not impose
such pre-existing condition exclusions if you do
not get COBRA coverage for the maximum
time available to you. Finally, you should take
into account that you may have special
enrollment rights under federal law. You may
have the right to request special enrollment in
another group health plan for which you are
otherwise eligible (such as a plan sponsored

by your spouse’s employer) within 30 days

after your group coverage ends because of the
qualifying event. You will also have the same
special enrollment right at the end of COBRA
coverage if you get COBRA coverage for the
maximum time available to you.

How Long Will COBRA Coverage

Last

COBRA coverage will generally be continued
only for up to a total of 18 months. When the
qualifying event is the end of employment or
reduction of the employee’s hours of
employment, and the employee became
entitled to Medicare benefits less than 18
months before the qualifying event, COBRA
coverage for qualified beneficiaries (other
than the employee) who lose coverage under
the Plan as a result of the qualifying event can
last up to 36 months from the date of Medicare
entitlement. This COBRA coverage period is
available only if the covered employee
becomes entitled to Medicare within 18
months before the termination of employment
or reduction of hours: In the case of an loss of
coverage due to a employee’s death, divorce
or legal separation, or a dependent child
ceasing to be a dependent under the terms of
the Plan, COBRA coverage may be continued
for up to a total of 36 months. Regardless of
the qualifying event, health care FSA COBRA
coverage may only be continued to the end of
the plan year in which the qualifying event
occurred and cannot be extended for any
reason. This notice shows the maximum
period of COBRA coverage available to
qualified beneficiaries. COBRA coverage will
automatically terminate before the end of the
maximum period if:

« any required premium is not paid in full on
time,

* a qualified beneficiary becomes covered,
after electing COBRA coverage, under another
group health plan (but only after any
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applicable pre-existing condition exclusions of |

that other plan have been exhausted or
satisfied),

» the State ceases to provide any group health
plan for its employees; or

* during a disability extension period (the
disability extension is explained below), the
disabled qualified beneficiary is determined
by the Social Security Administration to no
longer be disabled.

COBRA coverage may also be terminated for
any reason that traditional enrollment would
be terminated (for example, the Plan would
terminate coverage of a participant or
beneficiary not receiving COBRA coverage in
a case of fraud). You must notify the

COBRA administrator(s) in writing within 30
days if, after electing COBRA, a qualified
beneficiary becomes entitled to Medicare (Part
A, Part B or both) or becomes covered under
another group health plan (but only after any
preexisting condition exclusions of that other
plan have been exhausted). COBRA coverage
will terminate (retroactively if applicable) as
of the date of Medicare entitlement or as of the
beginning date of the other group health
coverage (after satisfaction of any applicable
preexisting condition exclusions). The plan
will require repayment of all benefits paid after
the termination date, regardless of

whether or when you provide notice of
Medicare entitlement or other group health
plan coverage.

Extending the Length of COBRA

Coverage

If you elect COBRA coverage, an extension of
the period of coverage may be available if a
qualified beneficiary is or becomes disabled or
a second qualifying event occurs. You must
notify the COBRA administrators in writing of
a disability or a second qualifying event in
order to extend the period of COBRA

coverage. Failure to provide notice of a
disability or second qualifying event will affect

the right to extend the period of COBRA
coverage (the period of COBRA health care FSA

cannot be extended beyond the end of the
current plan year under any circumstances).

Disability

If any of the qualified beneficiaries is
determined by the Social Security
Administration to be disabled, the maximum
COBRA coverage period that results from the
covered employee’s termination of employment
or reduction of hours (generally 18 months as
described above) may be extended up to a total
of 29 months. The disability must have started
at some time before the 61st day of COBRA
coverage obtained due to the covered
employee’s termination of employment or
reduction of hours with the State and must last
until the end of the 18-month period of COBRA
coverage. Each qualified beneficiary who has
elected COBRA coverage will be entitled to the
disability extension if one of them qualifies.

The disability extension is available only if you
notify the COBRA administrator(s) in writing of
the Social Security Administration’s
determination of disability within 60 days after
the latest of:

« the date of the Social Security Administration’s
disability determination;

» the date on which the qualified

beneficiary loses (or would lose) coverage under
the terms of the Plan as a result of the covered
employee’s termination of employment or

‘reduction of hours; and

« the date on which the qualified beneficiary
loses (or would lose) coverage under the terms
of the Plan as a result of the covered employee’s
termination or reduction of hours. You must
also provide this notice within the original 18
months of COBRA coverage obtained due to the
covered employee’s loss of coverage in order to

\be entitled to a disability extension.
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If a qualified
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becomes
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The notice must be provided in writing and
must include the following information:

« the name(s) and address(es) of all

qualified beneficiaries who are receiving
COBRA due to the initial qualifying event;

* the name and address of the disabled qualified
beneficiary;

» the date that the qualified beneficiary became
disabled;

« the date that the Social Security
Administration made its determination of
disability;

» a statement as to whether or not the Social
Security Administration has subsequently
determined that the qualified beneficiary is no
longer disabled; and

» the signature, name and contact information
of the individual sending the notice.

Your notice must include a copy of the Social
Security Administration’s determination of
disability. You must mail this notice within the
required time periods to the ADOA Benefits
Office.

If the above procedures are not followed or if
the notice is not provided within the 60-day
notice period, there will be no COBRA
coverage disability extension. If the qualified
beneficiary is determined by the Social Security
Administration to no longer be disabled, you
must notify the COBRA administrator(s) of that
fact within 30 days after the Social Security
Administration’s determination. The notice
must be provided in the same manner as, and
include the same information required for, a
notice of disability as described above.

Second Qualifying Event

An extension of coverage will be available to
spouses and dependent children who are
receiving COBRA coverage if a second

qualifying event occurs during the first 18
months (or, in the case of a disability
extension, the first 29 months) of COBRA
coverage following the covered employee’s
loss of coverage.

The maximum amount of COBRA coverage
available when a second qualifying event
occurs is 36 months from the date COBRA
coverage began. Such second qualifying
events include the death of a covered
employee, divorce or legal separation from
the covered employee, or a dependent child's
ceasing to be eligible for coverage as a
dependent under the Plan.

This extension due to a second qualifying
event is available only if you notify the
COBRA administrator(s) in writing of the
second qualifying event within 60 days after
the date of the second qualifying event. The
notice must include the following
information:

» the name(s) and address(es) of all qualified

beneficiaries who are receiving COBRA due
to the initial qualifying event;

» a description of the second qualifying event;
» the date of the second qualifying event;

» the signature, name and contact

information of the individual sending the
notice.

In addition, you must provide documentation
supporting the occurrence of the second
qualifying event, if the ADOA Benefits Office
requests it. Acceptable documentation
includes a copy of the divorce decree, death
certificate, or dependent child’s birth
certificate, driver’s license, marriage license
or letter from a university or institution
indicating a change in student status. You
must mail this notice within the required time
periods to the ADOA Benefits Office. If the

Page 4

3OVH3IA0D V480D



TAKE NOTE

The first
payment for
COBRA
coverage should
be made no later
than 45 days
after the date of
election

Benefit Options

Page 5

COBRA COVERAGE NOTICE

Continued

above procedures are not followed or if the
notice is not provided within the 60-day notice
period, there will be no extension of COBRA
coverage due to a second qualifying event.

COBRA Coverage Cost

Generally each qualified beneficiary is
required to pay the entire cost of COBRA
coverage. The amount a qualified beneficiary
is required to pay may not exceed 102 percent
(or, in the case of an extension of COBRA
coverage due to a disability, 150 percent) of
the cost to the group health plan (including
both employer and employee contributions)
for coverage of a similarly situated plan
participant who is not receiving COBRA
coverage. The required monthly payment for
each group health benefit provided under the
Plan under which you are entitled to elect
COBRA is noted on the Enrollment/Change
form.

Making Your COBRA Coverage

Payment

If you elect COBRA coverage, you do not have
to send any payment with the election form.
However, you must make your first payment
for COBRA coverage no later than 45 days
after the date of your election (this is the date
the election form is postmarked, if mailed, or
the date your election form is received by the
individual at the address specified for delivery
on the election form, if hand delivered). If you
do not make your first payment for COBRA
coverage in full within 45 days after the date
of your election, you will lose all COBRA
rights under the Plan. Your first payment must
cover the cost of COBRA coverage from the
time your coverage under the Plan would have
otherwise terminated up through the end of the
month before the month in which you make
your first payment. You are responsible for
making sure that the amount of your first

IBenefits Office for information about your

COBRA payment including how much you owe.

‘Monthly Payments for COBRA
Coverage

After you make your first payment for COBRA
coverage, you will be required to make monthly
payments for each subsequent month of COBRA
coverage.

The amount due for each coverage period for
each qualified beneficiary will be shown in the
notice you receive. Under the Plan, each of
these monthly payments for COBRA coverage is
due on the first day of the month for that
month’s COBRA coverage.

If you make a monthly payment on or before the
first day of the month to which it applies, your
COBRA coverage under the Plan will continue
for that month without any break. You will be
billed for your COBRA coverage. It is your
responsibility to pay your COBRA premiums on
time.

Grace Periods for Monthly Payments
Although monthly payments are due on the first
day of each month of COBRA coverage, you
will be given a grace period of 30 days after the
first day of the month to make each payment for
that month. Your COBRA coverage will be
provided for each month as long as payment for
that month is made before the end of the grace
period for that payment. However, if you pay a
monthly payment later than the first day of the

‘month to which it applies, but before the end of
the grace period for the month, your coverage

'under the Plan will be suspended as of the first

day of the month and then retroactively
reinstated (going back to the first day of the

‘month) when the monthly payment is received.
'This means that your coverage will be

X 'suspended.
payment is correct. Please contact the ADOA |
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If you fail to make a monthly payment before
the end of the grace period for that month, you
will lose all rights to COBRA coverage under
the Plan. If mailed, your payment is considered
to have been made on the date that it is
postmarked. If hand delivered, your payment is
considered to have been made when it is
received. Payments received or postmarked
after the due date will not be accepted. You will
not be considered to have made any payment if
your check is returned due to insufficient funds
or otherwise.

More Information About Individuals

Who May be Qualified Beneficiaries
A child born to, adopted by, or placed for
adoption with a covered member during a
period of COBRA coverage is considered to be
a qualified beneficiary provided that, if the
covered member is a qualified beneficiary,

the covered member has elected COBRA
coverage for himself or herself and enrolls the
child within 30 days of the birth, adoption or
placement for adoption. To be enrolled in the
Plan, the child must satisfy the otherwise
applicable eligibility requirements (for
example, age).

Alternative Recipients Under
QMCSOs

A child of the covered employee who is
receiving benefits under the Plan pursuant to a
Qualified Medical Child Support Order
(QMCSO) received by the State during the
covered employee dates of coverage with the
State is entitled to the same rights to elect
COBRA as any other eligible dependent child
of the covered employee.

This notice does not fully describe COBRA
coverage or other rights under the Plan. More
information about COBRA coverage and your

Benefit Options

rights under the Plan is available from the
ADOA Benefits Office.

If you have any questions concerning the
information in this notice or your rights,
please contact us:

ADOA Benefits Office

100 N. 15th Ave., Suite 103

Phoenix, AZ 85007

602.542.5008 or 800.304.3687
beneissues@azdoa.gov

Information about COBRA provisions for a

governmental healthplan is available from the:

Centers for Medicare & Medicaid
Services (CMS)

Private Health Insurance Group
7500 Security Boulevard

Mail Stop S3-16-16

Baltimore, Maryland 21244-1850

Or you may call 1.410.786.1565 for
assistance. This is not a toll-free number. The
CMS website is cms.hhs.gov.
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