Blue Shield of C alifo mia
Blue Shield of Califomia life & Health hsurance Company

Quic k Start Und e rwnting
GuidelnesforNew Groups

Effe c tive January 1, 2012

Groupsof2to 50 eligible employees

These Quick Start guidelines are in summary form and are intended to address only the most commonly asked
questions. Please consult with your Blue Shield sales representative orreferto the Small Group Unde rnwriting
Guidelines for Producers fora detailed description of unde rwriting re quire ments and policies.

Elig b ility Re q uire me nts

Employereligibility/ guaranteed issue

(see pages4 to 10)t

I the employeremploys2 to 50 eligible
employeesand meetsthe requirementsof
AB1672, the employeriseligible for Blue Shield’s
guaranteed-issue and guaranteed-renewable
smallgroup health plans.

The employeroffershealth plancoverage to
100% ofitseligible employees.

Atleast51% of group’s ful-time employees must
be employed in Califo mia.

Must have and maintain busine ss lic e nsure
and/orapproprate state fiings allowing the
company to conductbusinessin Califomia.

Mustbe actively engaged in businessor
serwice.

Must have atleasttwo and no more than 50
eligible employees.

Allemployeesmustbe covered by workers’
compensation when required by law.

Associations, multiple e mployertrusts, union trust
plans, Taft-Hartley groups, retiree s, and hour
bankgroupsare noteligible.

Please note thatotherieligible employer
classificationsinclude private households,
single-employee companies, employees
providing contracted services (ie., receiving I
1099 forms forincome tax purposes), dome stic
help,and membersoforganizations (such as
credit unionsorfratemalordermember
organizations). Please see ProfessionalEmployer
Organization (PEO) sectionon page 2 for
eligibility information conceming leased
employeesoremployeesthatare partofa co-
employerrelationship.

D offerany Access+ HMO® plans, the
employersplace of businessmustbe located

blue @ of california

within one of Blue Shield’s HMO plan service
areas.

Groupsmay impose separate eligibility waiting
periods oftheirown. This waiting period mustbe
the same forallemployees within each
employee classific ation.

The employerhasthe option of choosing a first
day ofthe month following the date of hire ora
one-, two-, three -, four, five -, orsix-month
waiting period forallfuture employees. The
eligibility date forcoverage forfuture
employeesisalwaysthe fist day ofthe month
following completion ofthe waiting period.

Access+t HMO plansare notdesigned to
provide coverage foremployees who reside
outside Califomia.

The AccessBaja®HMO plancanonlybe
offered to employeesand dependents who
reside orworkin the AccessBaja HMO service
area.

Employee eligibility (see page 5)1
Higible employees must:

Workon a ful-time basisin the conductofthe
businessofthe employer, whose normalwork
weekisatleast 30 hours, and whose dutiesin
such employmentare peformed at the
employersregularplacesofbusiness (subject
to withholding on a W-2 form); or

Be a sole proprietor,corporate officer,or
partnerofa partnership engaged on a ful-time
basis,atleast 30 hours perweek, in the
employersregularplacesofbusiness;

Receive monetary compensation forthat work
by the employer;

Be a bona fide employee ofthe employer

The following individuals are not considered

“employees” eligible forcoverage:

Residentsof Hawaiiare noteligible.
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e Retirees

e Part-time (unless SB1790 eligible), temporary,
sub stitute, orseasonalemployees. (Seasonalor
substitute employeesdefined asemployees
hired with a planned future termination date
are noteligible.)

e 1099 independentcontractors
e Domestic help

e Employeespartticipating in a multiple
employergroup

o Jeased employeesoremployeespartofa
co-employment orPEO relationship. (Ple a se
see PHO section forleased employeesor
employeesthatare partofa co-employer
re la tionship .)

Employerdues/premium c o ntrib utio n

re q uire me nts

(see pages6to 9)f

o 'The employermust contrbute either(1) a
defined contrbution ofa minimum $100 per
employee (orthe costofthe totalemployee
rates, whicheverisless), or(2) a minimum of50%
ofthe totalemployee rates.

o ForAccessBaja HMO the employercontrbution
mustbe atleastequalto the dollarc ontribution
levelofthe least expensive Califo mia health
planselection, notto exceed 100% o f the
AccessBaja plan dues.

Group participation re quire me nts
(See page 6)f

The group must maintain the re quired minimum
participation requirements set forth below to remain
eligible (or100% partic ip a tio n, if no n-c o ntrib uto ry).
Groupsare subjectto non-renewalif participation
fallsbelow the required minimum.

e Standard minimum participation
requirements: Atleast 75% ofalleligible
employees must enrollin the Blue Shield
plan(s).

. Program minimum participation
re quire me nts:

o Underthe SmpleSync package, a
minimum of 5 employees must enroll with
Blue Shield, and:

. If Blue Shield is the only camier
offered, atleast65%ofall
eligible employees mustenroll
in the Blue Shield plans.

. ¥ Blue Shield isoffered
alongside anothercamers
HMO, a minimum
participation in the
combination of Blue Shield
plansmustbe equalto the
greaterof5enmled

employeesor50% ofthe total
numberofenrolled
employees.

o Underthe SmpleSelectpackage,a
minimum oftwo employeesand atleast
75% ofalleligible employeesmustenroll
in the Blue Shield plan(s).

. 100% c o ntrib utio n/p artic ip a tio n
re q uire me nts:

Ifthe group contributes 100% of
dues/premium, then 100% of eligible
employeesmustenmwll(exceptthose waiving
due to othergroup coverage through
anotheremployer).

. Declining orwaiving coverage:

e A RefusalofCoverage form (C19927) is
required if re fusing coverage with Blue
Shield due to coverage with another
camerthrough the same employer.
Refusalsofcoverage in thisinstance are
counted towardsthe participation
re q uire me nt.

e A RefusalofCoverage form (C19927) is
required if re fusing coverage with Blue
Shield due to coverage with another
camierthrough a differentemployer.
Refusalsofcoverage in thisinstance are
notcounted towardsthe participation
re q uire me nt.

e Ifaneligible employee and spouse or
domestic partnerboth work forthe same
employer,they mayenmllseparately as
employeesorone mayenmwlasa
dependenton the otherscoverage.

A RefusalofCoverage form (C19927) is
required in each instance:

(1) Faneligible employee enmlsasa
dependent spouse ordome stic
partner, the form isrequired to re fuse
coverage asanemployee; and

(2) Feacheligible employee enmlsin
therrown coverage, the form is
required to refuse dependent
coverage asa spouse ordome stic
partner.

Any child(ren) of such personsmay be
enmwlled asthe dependent(s) of either
employee, butnotboth.

IocalAccess+ HMO (see page 8)

IocalAccesst HMO®offerseight HMO plansas
altematives to ourexisting fullnetwork HMO plans.
The IocalAccess+ network features an e xc lusive
networkof physiciansavaiable in portions of Contra
Costa, Kem, Ios Angeles, Orange, Riverside,
Sacramento, San Bemardino, San Diego, San Mateo,
and Ventura counties, aswellasin allof San Francisco,
San Inis Obispo, Santa Clara, Santa Cruz, and Yolo
counties.
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® Onlygmwupslocated in the IocalAccess+ HMO
service area can selectthe IocalAccess+t HMO
plans.

® Gmoupscannotofferboth the IocalAccess+
HMO plansand the fullnetwork HMO plans.

e 'The IocalAccess+t HMO plansare Iocal
Access+ HMO Premier15%, IocalAccess+ HMO
Premier257, IocalAccess+t HMO Pre mier 357,
IocalAccess+ HMO Premier45%, IocalAccess+
HMO Enhanced 157, IocalAccess+ HMO
Enhanced 257, IocalAccess+t HMO Enhanced
357, and IocalAccess+ HMO Enhanced 457.

e The IocalAccess+ planshave the same
benefitsasourAccess+ HMO plans,and are
offered on a standalone basisoraspartofour
SmpleSelectpackage aslong asno full
network HMO plansare offered. The Iocal
Access+t HMO plansare notavailable in the
SimpleSync package.

fPending regulatory approval

Blue Shield plans foruse with wrap
products(see page 8)

o FEffective fornew smallemployergrmoups
enm lling in 2012 and existing Blue Shield small
employergroupson their 2012 renewaldate,
the Simple Saving s 3400/6800%* is the only plan
thatmay be used in c onjunc tion with any
employersponsored wrap plan otherthan a
He alth Savings Account (HSA) oremployee-
funded general-purpose Fexible Spending
Account (FSA). Existing smallemployergmoups
cumrently have the option ofusing the Shield
Saving s2250/4500, Shield Savings 1800/3600
(HSA-eligible), and the Shield Spectrum PPO
3000 in c onjunc tion with an employer
sponsored wrap plan.

e A Verification and Statement of Understanding
form (C20283) isrequired forallnew groups. The
form mustbe signed by both the producerand
a representative ofthe group, and without
alteration.

OtherRe quire me nts
Groups with union and non-union

employees(see page 10)f
fanemployerhasunion and nonunion employees
butisonly offering coverage to the nonunion
employeesand the union employeesdo nothave
accessto health coverage through a union trust
fund, standard carve-outunderwriting guideline s wil
apply.

Fanemployerhasunion and nonunion employees
and the union memberscan receive health
coverage through trust fund established by a
collective bargaining agreement, Blue Shield has

specialamangementsavailable asfollowsto cover
only the non-union employees:

Smallemployergroups

If the totalnumberofboth union and nonunion
eligible employeesdoesnotexceed 50, the
employercan apply forsmallgroup coverage on a
guaranteed-issue basisto coveronly the nonunion
employees. Only the eligible nonunion employees
willbe counted forpurmposesof mininum enrolment
and participation require ments. T qualify forthis
coverage,the employermust provide Blue Shield
with:

e Acopyofthe collective bargaining
agreement showing thatthe employerpays
contrbutions to the trust fund.

e The Statement of ERISA Rights from the union
trust fund Summary Plan De sc rip tio n.

Otheremployergroups

¥ the totalnumberofboth union and nonunion
eligible employees(eligible employeesisdefined as
the numberofemployeesthatare eligible foreither
the union health plan orthe employersponsored
health plan) isbetween 51 and 299, the employer
canapplyforcoverage on a nonguaranteed-issue
basisto coveronly the nonunion employees. Only
the eligible nonunion employeeswilbe counted for
pumposesof minimum enmwlment and participation
requirements. T qualify forthiscoverage, the
employermust meet the following re q uire me nts:

e Minimum ofeightemployees mustenrlL

e Blue Shield mustbe the employersonly health
coverage camerforthe nonunion employees.

e Iarge employergroupsenmlling under15 non-
union employeesare required to submit health
state me nts.

¢ Gmupsenmling 15 ormore nonunion
employeeswilbe rated using the Employer
Que stionnaire .

e 'The group must provide a copy ofthe
collective bargaining agreement showing that
the employerpayscontrbutions to the trust
fund aswellasthe Statement of ERISA Rights
from the union trust fund Summary Plan
De sc rip tio n.

e Anofferofcoverage issubjectto underwriting
approval

Professional Employer Organization
(“leased”) employees(see page 10)7

Professional EmployerOrganization (“PEO” or
“leased”) employeesare considered employeesof
the PEO Company. Smallemployergroupsthat
have canceled their PEO amangement and hired
the formerdy PEO employeeswillbe considered for
coverage on a guaranteed-issue basis pursuant to
SmallGroup rules. Goupsobtaining employees
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through a PEO may apply fornonguaranteed-issue
coverage.

e Ianyemployee ofthe smallemployergmoup
had coverage through the PEO with Blue Shield
of Califoria, the smallemployergmoup wilnot
be eligible forguaranteed-issue coverage from
Blue Shield of Califormia for 12 months from the
date of disenmllment from the plan contract
through the PEO.

e Ifanyemployee ofthe smallemployergroup
had coverage through the PEO with Blue Shield
of Califomia Life & Health hsurance Company
(Blue Shield Iife ), the smallemployergroup wil
notbe eligible forguaranteed-issue coverage
from Blue Shield for 12 months from the date of
dise nro Ime nt from the policy through the PEO.

Forsmallemployergroupsthathave recently
canceled theircontract with a PEO:

e Acopyofthe lettersent from the PEO to the
c lient busine ss verifying the cancellation of the
leasing amangementwilbe required.

e TIacopyofa paymwlregisterfrom the PEO
company is submitte d with the new group
application that separatesthe formeryleased
employeesby businesslocation, the group wil
be considered a guarantee issue group.

Foremployergroups with an existing PEO contract
foremployees:

e Agmup thathasanactive agreementundera
PEO with currentleased employeesisnota
smallemployerand willonly be considered for
coverage on a non-guaranteed issue basis.

e Nomalcontrbution and participation
requirements mustbe met. The employees must
worksolely forthe employergroup.

e Apaymlregisterfrom the PEO that lists all the
employeesworking at group’splace ofbusiness
isrequired. The paymllregistermust inc lude the
name ofthe subgroup company;employee
names; Social Security numbers; cument wages
forthe pay period; withholdings; and the year
to-date totalsforthe wagesand withholdings.

e Health statementsare required.

Spmn-off groups(see page 11)

A “spin-off group” isa newly formed business thatis
notyeteligible forguaranteed-issue, and in which a
majorty ofthe employeesofthe new businesshave
left an established busine ss (“formerbusine ss”)
currently o ffering Blue Shield coverage to its
employees.

Spin-off groupswillbe issued coverage through
underwriting. Please note thata spin-offgroup isnot
subjectto smallgroup RAF re stric tio ns.

The requirements forissuance ofcoverage are:

o Atleast50% ofthe employeesin the spin-off
group must have been enmwlled in Blue Shield
through the formerbusine ss.

e Alenmlmentdocumentsare required (master
application, subscrberappli ations, re fusals,
businesscheck, etc.)

e Completed health statementsare required.

e Ownership paperwork and eligibility verific ation
forthe ownerisrequired.

e Acopyofthe mostrecentpayrmllregisteris
required. Fno paymwlregisterisavailable,a W-4
form forallemployees willbe initially required,
with sub se quent submission of the first complete
paymwllregister within 30 daysofthe group’s
effective date.

Carwe-outgrmoups(See page 11)f

The Patient Protection and Affordable Care Act
(PPACA) includesa provision that prohibits
employergroups with fully insured health plans from
offering discriminatory coverage to tsemployees,
officers, and shareholders. This means that highly
compensated individualsin the company cannot
be offered coverage thatisnotavaiable to a
numeric ally significant numberofthe other
employees

e Highlycompensated individualsare defned
asthe 5 highest-paid company officers,
shareholders with 10% orgreaterstake in the
organization, and the highest-paid 25% of all
employees.

e listhe responsbility of the employergroup
to ide ntify whetherornotthey have a non-
disciminatory plan,

o Blue Shield wilnotsellcoverage thatis
limite d to highly compensated individualsin
the company.

Small(2 to 50 eligible employees) and midsize (51 to
299 eligible employees) employergmupsthat wish
to limit enrollmentto a specified group of
employees(“carve-out groups”) thatisnotbased
oncompensationcanbe considered forcoverage
on a nonguaranteed-issue basis. These groups wil
have guaranteed renewability and must meet the
following additionalre quire me nts:

Employergroups of 2 to 50

e Gmoup isqualified asa smallemployer
underAB1672.

e Employee Health Statementsare required
forcarve-out groups(see union ve rsus non-
union fore xc eptions).

e Cawe-outgroupsmayinclude for
unde rwriting c onsideration:

o salary versus houry wages(aslong
asthisdoesnotresultin the
limitation of coverage to highly
compensated employeesas
defined in ACA),

o specific office location
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o Califomia onlyemployeeswhen
the group isdomicied outside of
CA

0 union versus nonunion when the
union employeesdo nothave
accessto health coverage
through a union trust fund.

e A minimum ofeightenrmlling employeesis
required.

e Acleardefnition ofthe carve-out
classification that the employerwishes to
coverwilbe required.

o Blue Shield mustbe the employersonly
camerforthe care-outgroup.

e Carme-outgrmoupsare subjectto
underwrting approval, and maybe
declined if they do not meet Blue Shield’s
unde rwriting c rite ria .

o Midsize employergroups (51 to 299 full-time
employees) in moratorum industries willnot
be considered forcoverage asa carve-out
group.

NOTE Smallemployergroup plansare available to
employergroupsof51 to 299 eligible employees,
but Blue Shield isnotobligated to follow the
requirements of AB1672 (Cal Health & Safety Code
Section 1357) with respectto such groups.

Additional Enrollment and Plan
Crite na

Single medicalplanoption (see page 9)

A single planoptionisavailable foremployers who
only wantto offeronly one plan. Groups enrmlling
only one employee are limited to a single plan
selection. The partticipation requirementforgroups
selecting a single plan option is 75%.

SimpleSelectpackage (See page 9)

SimpleSelectisavailable forgroups with a minimum
of2 enmwlling employees. Goups with 2 ormore
enmlling employeesmay selectfrom 2 to 28 plans.

Employerdues/ premium contribution options

Employerscanselecta defined dues/premium
contrbution amount. A minimum of $100 per
enmwlled employee or50% ofthe totalemployee
dues/premium.

Participa tion re q uire me nts:

e Underthe SmpleSelectpackage a minimum of
two employeesand atleast 75% of alleligible
employees must enrollin the Blue Shield plan(s).

e See the Group Participation Re quire ments
section foradditionaldetaison participation
re q uire me nts.

SimpleSelectnotes:

e FEmployerswhose place ofbusinessislocated
outside ofone of Blue Shield of Califomia’s
HMO service areaswilnot have the option of
offering an HMO plan within SmpleSelect.

e When selecting Smple Selectforgroups with
2to 50 enwlled employees, employersmay
choose from 2 to 28 planson the master
application to make selected plans
available forfuture hires. When enro lling 2 to
50 employeesin SmpleSelect, you do not
need to enmllemployeesin allselected
plans.

e California employersin certain counties and
cities whose eligible employeeslive and/or
workin the IocalAccess+t HMO service area
have the option ofselecting a SmpleSelect
package with either Access+ HMO plansor
IocalAccess+t HMO plans, butnotboth.

e JIocalAccesst HMO productsare avaiable
aspartofthe SmpleSelectpackage
provided they are the exclusive HMO plan
option. IocalAccess+ HMO plan options
maynotbe combined with oroffered
alongside any otherfull network HMO
(exceptAccessBaja HMO).

e AccessBaja HMO canbe offered alongside
those planschosen through SmpleSelect, but
they do notcounttoward SmpleSelect
re stric tio ns.

Simple Sync package (see page 9)
Groupswith 5ormore enrolleesmay select any
numberofplansin the SmpleSync package. The
package includes Premier PPO 203, Enhanced PPO
3023, Enhanced PPO 4023, Smple Savings
3400/68002.3, Access+ HMO Enhanced 401123,
Shield Spectrum PPO Plan 750 Value2 3, Shield
Spectrum PPO Plan 1000 Value2 3, Shield Spec trum
PPO Plan 1500 Value2 3, and Shield Spectrum PPO
Plan 2500 Value23.

Underthe SmpleSync package ,a minimum of5
employeesmustenmmlland:

o I Blue Shield isthe only cameroffered, atleast
656% ofalleligible employees must enrollin the
Blue Shield plans.

e The SmpleSync package maybe offered with
anothercamers HMO plan only if enroIme nt in
the Blue Shield plan(s)isatleastequalto the
greaterof5enmwlled employeesor50% ofthe
gmoup’stotal enwlled employees.
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1The employermustbe located, and allenwled employees
and eligible family members mustlive orwork,in an approved
Blue Shield of Califormia HMO sewice area inorderto be
eligible to purchase HMO health plans.

2 Underwritten by Blue Shield o f Califomia life & Health
Insurance Company (Blue Shield Life)

3Planspending regulatory approval

e Thisreduced participation require mentis only
avaiable forgroupsthat enrmllunderthe
Simple Sync package.

e Ifthe Employerdoesnot meetthe minimum
enmlmentrequirementsof5 enmwled
employeesatthe plan contractanniversary,
the Employerisno longereligible forthe
Simple Sync package. The Employermaybe
required to selectaltemate coverage options,
and must meet the participation re quire ments
ofthe altemate plan/package selected.

e See the Group Participation Require ments
section foradditionaldetaison participation
e q uire me nts.

e  With the exception of Access Baja, additional
Blue Shield planscannotbe selected.

Rating Crte na
(see pages 12,13, and 14)f

Rating process

2to 14 enwlling employees

e Guaranteed-issue groupsenmlling 2 to 14
employeesare notrequired to submit a
completed Employer Questionnaire. Employee
Health Statementsare required. Groups
enmwlling 2-5 employeesmay apply foran
automatic RAFof1.10 without comple ting
individualhealth statements, ormay submit
health statementsto requesta lower RAF
through und e rwriting .

15to 50 enrolling employees

e Guaranteed-issue groupsenrling 15 ormore
employeesare required to submita completed
Employer Questionnaire. Individual He a lth
Statementsare notrequired. (See Section VII,
Industrty and COBRA Inads, ofthe complete
guidelnesfora description of how a RAFis
assigned based on nformation provided in the
EmployerQuestionnaire.)

The RAFisbased on the information provided by the
group; howevershould any enmlling employee
have priorBlue Shield coverage, priorclaims histo ry
maybe reviewed and may affectthe final RAF.

Workers’ compensationisrequired by law. The
absence of workers compensation coverage may
also affectthe final RAF.

Allcarve-out and non-guaranteed issue groupsare
required to complete Employee Health State ments
regardlessof size.

*Please referto the complete version of the Small Group
Unde nwniting Guide line s forthe definitions/re quirements fora
guaranteed issue group.

Risk Adjustment Factor (RAF) range Forgroupsof2
through 50 enwlled employeesthat qualify for
guaranteed issue, the Risk Adjustment Factor(RAF)
range is 0.90 to 1.10, subject to the following
und e rwriting guide line s:

e Forgmoupsof2to 5enmlled employees, the
lowe st RAFis 1.00.

o Forgroupsof6to 9enrlled employees, the
lowe st RAFis 0.95.

e ForgroupsoflOto 50 enmwlled employees, the
lowe st RAFis 0.90.

e Specialty benefitplansare notsubjectto a RAF.
o AccessBaja HMO ratesare notsubjectto RAF.

e Group monthly premiumsare calculated based
on the subscrbers’ agesand the employersZIP
code asofthe fistday ofthe month.

e Composite rating isnotavaiable.

Rating policies
o Alrateswilbe based upon actualenrollment.

e Fnalrates, effective date and acceptability of
the group wilbe determined by the small
group underwriter.

e Apprved out-of-state employeeswilbe
charged anarea rate based on the location of
the employers Califormia place ofbusiness.

Rate changesforguaranteed

issue groups

The group’s RAFwillnotchange more often than
every 12 months (Blue Shield renews most groupson
theiranniversary date). The maximum change in
RAFis 10 percentage points, in addition to any
increasesthatmay have been made to the base
(1.0) rate.

Rate changesfornon-guaranteed
issue groups

The group’s RAFwillnotchange more often than
every 12 months. However, changesin RAFmay

exceed 10 percentage pointsand may be lessthan
90orgreaterthan 1.1.
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Be ne fit Continuity (See page 23)°

Priordeductible credit

Fornew groups, Blue Shield willc re dit Blue Shield
PPO and PPO savingsplan members forthe amount
ofthe deductible satisfied underthe priorcamers
comesponding medicalplan during the same
calendaryear.

There isno deductble credit foroutpatient
prescription drug coverage.
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Documentation Chart (See page 17)f

Numberof Enrolling Partne rship/ Lim ite d Iimite d Liability Company

Employees Sole Proprietor Partne rship (IP) Comporations (IIC)

Owners Only Businesslicense or Partnership Agreementor ArticlesofInc or Statement of Organization
Fic titio us Busine ss Busine ss Lic ense o r Fic titio us Statementof with Operating Agreement
Name Hling Busine ss Name Hling Informa tion
OwnerAffidavit OwnerAffidavit OwnerAffidavit OwnerAffidavit

Signed Enrollment
Applicationor
RefusalofCoverage
foralleligible
employees
Bindercheckon
companycheck
stock

Recent Schedule C!

Signed Enrollment
Application orRefusalof
Coverage foralleligible
employees

Bindercheckon company
checkstock

Recent K-11!

Signed Enrllment
Applicationor
RefusalofCoverage
foralleligible
employees
Bindercheckon
company check
stock

RecentKlor
otherapplicable tax
fiing document

or W-21

Busine sse s e stablishe d
outofstate require a
Cert. of Qualific ation
orStatementby
Foreign Comporations

Signed Enrollment
Application or Refusalof
Coverage foralleligible
employees

Bindercheckon company
checkstock

Recent K-11!

Businesses established outof
state require a Foreign LIC
Application forRe gistration

2to 5

Busine ss license or
Hic titio us Busine ss
Name FHling
OwnerAffidavit
Signed Enrollment
Applicationor
RefusalofCoverage
foralleligible
employees
Bindercheckon
company check
stock

DE9C?

or6 weeksofpayroIB
Fownersnotlisted
on DE9C:

Recent Schedule C?

Partnership Agreementor
Busine ss Lic e nse or Fic titio us
Busine ss Name Hling
OwnerAffidavit

Signed Enrollment
Application or Refusalof
Coverage foralleligible
employees

Bindercheckon company
checkstock

DE9C?2
or6 weeksofpayrIB

Fownersnotlisted on DE9C:

Recent K-11!

ArticlesofInc.or
Statementof
Information
OwnerAffidavit
Signed Enrollment
Applicationor
RefusalofCoverage
foralleligible
employees
Bindercheckon
company check
stock

DE9C:?

or6 weeksofpayrB
Fownersnotlisted on
DEO9C:
RecentKlor
otherapplicable tax
fiing document

or W-21

Busine sse s e stablishe d
outofstate require a
Cert. of Qualific ation
orStatementby
Foreign Cormporations

Statement of Organization
with Operating Agreement

OwnerAffidavit

Signed Enrollment
Application or Refusalof
Coverage foralleligible
employees

Bindercheckon company
checkstock

DE9C?
or6 weeksofpayrIB
Fownersnotlisted on DE9C:

Recent K-11

Businesses established outof
state require a Foreign 1LIC
Applic ation forRe gistra tion
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Businesslicense or

Partnership Agreementor

ArticlesofInc.or

Statement of Organization

Fic titio us Busine ss Busine ss Lic e nse o r Fic titio us Statementof with Operating Agreement
6 to 24 Name Hling Busine ss Name Hling Information

Signe d EnroIment Signed Enrollment Signe d Enrolment Signed Enrollment

Applicationor Application orRefusalof Application orRefusal Applcation orRefusalof

RefusalofCoverage Coverage foralleligible ofCoverage forall Coverage foralleligible

foralleligible employees eligible employees employees

employees

Bindercheckon Bindercheckon company Bindercheckon Bindercheckon company

company check checkstock company check checkstock

stock stock

DE9C? DE9C:? DE9C:? DE9C:?

e or6weeksof or6 weeksofpayrIB or6 weeksofpaymlB or6weeksofpayrlB

payrolB

Fownersnotlisted Fownersnotlsted on DE9C Kownersnotlisted on Kownersnotlisted on DE9C:

on DE9C: DEO9C:

Owneraffidavit Owneraffidavit Owneraffidavit Owneraffidavit
Businessesestablished Businessesestablished outof
outofstate require a state require a Foreign 1LIC
Cert. of Qualification Applic ation forRe gistra tion
orStatementby
Foreign Comporations

25+ Signed Enrollment Signed Enrollment Signed Enrollment Signed Enrollment

Applicationor
RefusalofCoverage
foralleligible
employees
Bindercheckon
company check
stock

DE9C?

or6 weeksofpayrolB
Fownersnotlisted
on DE9C:

Owneraffidavit

Application or Refusalof
Coverage foralleligible
employees

Bindercheckon company
checkstock

DE9C:2
or6 weeksofpayrolB

Fownersnotlisted on DE9C:

Owneraffidavit

Applicationor
RefusalofCoverage
foralleligible
employees
Bindercheckon
company check
stock

DE9C?

or6 weeksofpayroIB
Fownersnotlisted on
DEO9C:

Owneraffidavit

Application or Refusalof
Coverage foralleligible
employees

Bindercheckon company
checkstock

DE9C:2
or6 weeksofpayrolB
Fownersnotlisted on DE9C:

Owneraffidavit

1 Proofofincome forownersisrequired iftax fiingsare notavailable due to length of time in businessora tax filing extension.

2 Acopyofthe mostrecentpaymllregisterisrequired fornew employeeshired afterthe DE9C filing.

3 Sixweeksofpaymwlrecordsare required forbusinessesthathave been in businessforatleastsix weekspriorto the requested effective date butnotlong
enough to have a filed DE9C. Payrollrecordsmustbe foratleasttwo eligible employees.

Note:

- Blue Shield’sunderwriting department may request additionaldocumentation in situations where an affidavit was submitted but eligibility que stions remain.

- AtticlesofInc., Statement of nformation, and Statementby Foreign Cormporation mustbe filed and stamped listing namesofallofficers/owners.
T A group must comply with the crteria outlined in the Small Group Unde nwnting Guide line s for Poduc e rs A16060 (11/08). The page numbersreferenced

above

indic ate the page numberon which the detailed nformation appearsin the fullguideline.
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DentalCoverage
Elig b ility Re q uire me nts

Group eligbility (See page 4)f

The employeroffersdentalplancoverage to
100% ofits eligible employees.

Atleast 51% ofthe group’s ful-time employees
mustbe employed in Califo mia.

Must have and maintain busine ss lic e nsure
and/orapproprate state fiings allowing the
company to conductbusinessin Califomia.
Mustbe actively engaged in businessorservice.
Must have atleasttwo eligible employees.
Allemployeesmustbe covered by workers’
compensation when required by law.

Union trust plans, Taft-Hartley groups, and retirees
are noteligible.

Please note thatotherineligible c la ssific a tio ns
include private households, single-employee

companies,employeesproviding contracted

services (ie., receiving 1099 forms forincome tax

pumposes),leased employeesoremployeespartof

a co-employment or PHO relationship, dome stic

help, membersoforganizations (such ascredit

unions orfratemalordermemberorganiza tions),

and groups with seasonalemployees.

There canonlybe one employergroup per
gmoup benefitagreement.

D offerany dental HMO plans, the employers
place ofbusinessmustbe located within one of
Blue Shield’sdental HMO plan service areas.
Groupsmay impose separate eligibility waiting
periods oftheirown. This waiting period mustbe
the same foreach employee classific ation.

The employerhasthe option of choosing a 1st
day of the month following the date of hire ora
one-, two -, three-, four, five -, or six-month waiting
period forall future employees. The eligibility date
forcoverage forfuture employeesisalways the
fist day ofthe month following completion of the
waiting period.

Dental HMO plansare notdesigned to provide
coverage foremployeeswho reside outside
Califomia.

Blue Shield of Califomia dentalplansare not
available in AccessBaja HMO service areas.

Employee eligibility (See page 5)1

10

Workon a ful-time basisin the conductof the
business ofthe employer, whose normalwork

weekisatleast 30 hours, and whose dutiesin
such employment are perfformed at the
employersregularplacesof business (subject to
withholding on a W-2 form); or

Be a sole proprietor,corporate officer,orpartner
ofa partnership engaged on a ful-time basis, at

least 30 hoursperweek, in the employersregular
placesofbusiness;

Fcoverage isoffered to part-time employees, the
employee must work atleast 20 hours, but no
more than 29 hours, in the employersbusinesson
a pemanent, yearround basis.

e Receive monetary compensation forthat workby

the employer.

e Be a bona fide employee ofthe employer.
e Have metanyapplicable employerimposed

eligibility waiting period.

Carwe-outgrmoups(see page 4)1

The Patient Protection and Affordable Care Act
(PPACA) includesa provision that prohibits
employergroups with fully insured health plans from
offering discriminatory coverage to tsemployees,
officersand shareholders. This me ans that highly
compensated individualsin the company cannot
be offered coverage thatisnotavaiable to a

significant numberofthe otheremployees.

e Highly compensated individuals are
defined asthe five highest-paid company
officers, shareholders with 10% orgreater
stake in the organization, and the highest-
paid 25% ofallemployees.kt is the
responsibility of the employergrup to
ide ntify whetherornotthey have a

nondisc iminatory plan.

e Blue Shield wilnotsellcoverage thatis
limite d to highly compensated individualsin

the company.
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Employergroups with 2 to 50 eligible employees
that wish to limit enrollmentto a specified group of
employees (“carve-out groups”) thatisnotbased
oncompensationcanbe considered forcoverage
on a non-guaranteed issue basis. These groups wil
have guaranteed renewability and must meet the
following additionalre quire ments:

e Gmoupisqualfied asa smallemployer
underAB 1672

e C(Cawe-outgroupsmayinclude for
und e rwriting ¢ onsid e ra tion:

= Salaried versushourdy wage eamers(as
long asthisdoesnotresultin the
limitation of coverage to highly
compensated employeesasdefined in
PPACA)

. Specific office location

= Califomia-only employeeswhen the
group islocated outside Califomia

. Union versus nonunion when the union
employeesdo nothave accessto
health coverage through a union trust
fund

e A minimum ofeightenmwlling employeesis
required.

e Acleardefinition ofthe carve-out
classification that the employerwishes to
coverwilbe required.

e Blue Shield mustbe the employersonly
camerforthe carve-out group.

e Carmwe-outgroupsare subjectto
underwrting approval, and maybe
declined if they do not meet Blue Shield’s
und e rwriting criteria.

Group participation re quire me nts

(See page 5)f

e Foralldental HMO and PPO plansexcept the
Dental HMO Vo luntary, Dental PPO Smile SM
Basic Voluntary plans, and the Smile In-Ne two rk
Only (INO) Voluntary plans, the employermust
have group participation of 75% of alleligible
employees. Employeesrefusing coverage
because they are covered undergrmup
coverage are notcounted towardsthe
p artic ip a tion re q uire me nt.

e 'The group must maintain the re quired minimum
participation levelto remain eligible (or100%
participation, if non-c ontributory). Groupsare
subjectto non-renewalif participation falls
below the required minimum. fa husband and
wife/domestic partnerboth work forthe same
employer,they may apply separately as

employeesorone maybe a dependenton the
otherscoverage. feachenmwlsseparately as
employees,any children of such persons may
enwmllasdependentsofeither.

Group contrbution re quire me nts

(See page 6)f

e 'The employermust contribute atleast 50% of
the employee’s premiums (with the exception
of Dental PPO Smile Basic Voluntary, Dental INO
Voluntary, and Dental HMO Vo luntary plans,
which do notrequire an employercontrbution).

Be ne fit Continuity (See page 11)f

Priordeductible credit

Fornew groups, Blue Shield willc redit dental PPO
plan membersforthe amountofthe deductble
satisfied underthe priorcamerscormesponding
dentalplan during the same calendaryear. Any
claim paid by the priorcamers plan during the
same calendaryearwilbe applied to the
memberscalendaryearbenefit maximum.

Rating Crteria and Programs

Rate Adjustment Factor (RAF) range
e Specialtybenefit plansare notsubjectto RAF.

Group Enrollment Che cKklist

The following are required documentation when
submitting new business:
[ Master Group Application

o Applications from all enrolling employees and
dependents.

o DE 9 is notrequired.

° Refusalof Personal Coverage forms are not
required fordental (except when there is only 1
employee enmwlled).
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e Business check payable to Blue Shield of
Califomia (may be combined with medical).
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Group Term Life and AD&D
Ihsuranc e Elgibility
Re quire me nts

Blue Shield of Califomia Life &
He alth hsurance Company

Group eligibility (See page 14)1

e 'The employerofferslife msurance coverage to
100% ofitseligible employees.

o Atleast51% ofthe group’s ful-time employees
mustbe employed in Califomia.

e Must have and maintain busine ss lic e nsure
and/orapproprate state fiings allowing the
company to conductbusinessin Califomia.

e Mustbe activelyengaged in businessorservice.

e Musthave atleasttwo eligible employees.

e Union trust plans, Taft-Hartley groups, and retiree s
are noteligible.

Please note thatotherineligible c lassific ations
include private households, single-employee
companies,employeesproviding contracted
services (ie., receiving 1099 forms forincome tax
pumposes),leased employeesoremployeespartof
a co-employment orPEO relationship, dome stic
help,and membersoforganizations (such ascredit
unions orfratemal orderme mb e ro1g aniza tio ns).

e There canonlybe one employergroup per
gmoup benefitagreement.

e Groupsmayimpose separate eligibility waiting
periodsoftheirown.

e 'The employerhasthe option ofchoosing
coverage to start on the firstday of the month
following the date of hire ora one-, two-, three-,
four, five -, orsix-month waiting period forall
future employees.

e Blue Shield life insurance plansare notavailable
in AccessBaja HMO service areas.

Ineligible groups

There are a numberofemployergroupsthat
presentspecialrsks (e.g., catastrophic hazands, high
employee tumover) and are noteligible forgroup
term life msurance. These are detailed in the Smal
Group Group Dental Life hsurance, and Vision
Unde rwnting Guide line s for Produc e rs, life nsurance
Se c tion.

Employee eligibility (See page 15)1
e Workon a full-time basisin the conductofthe
businessofthe employer, whose normalwork

weekisatleast 30 hours, and whose dutiesin
such employmentare pefformed at the
employersregularplacesof business (subject to
withholding on a W-2 form), or

e Be asole proprietor,cormporate officer,orpartner
ofa partnership engaged on a full-time basis, at
least 30 hoursperweek, in the employersregular
placesofbusiness;

e Receive monetary compensation forthat work
by the employer;

e Be a bona fide employee ofthe employer

e Noteligible forcoverage: Part-time (lessthan 20
hoursperweek), temporary, substitute, or
seasonalemployees. (Seasonalorsub stitute
employeesdefined asemployeeshired with a
planned future termination date are noteligible.)

Contribution re q uire me nts

(See page 16)f

The employermust contrbute atleast25% of the
employee’s premiums.

Group participation re quire me nts

(See page 16)f

e Foralllife insurance plans, the employermust
have a group participation of 75% of alleligible
employees(100% if non-c ontributory orgroup
size isunderfive).

e 'The group must maintain the re quired minimum
participation levelto remain eligible (or100%
participation, if non-c ontrbutory). Groups are
subjectto termination if participation fallsbelow
the re quired minimum.

e Ifa husband and wife/domestic partnerboth
work forthe same employer,they may apply
separatelyasemployeesorone maybe a
dependenton the otherscoverage. feach
enmlsseparatelyasanemployee, any chidren
ofsuch personsmayenmllasdependentsof
either.

OtherRe quire me nts

Carwe-outgmups(see page 14)f

The Patient Protection and Affordable Care Act
(PPACA) includesa provision that prohibits
employergroups with fully insured health plans from
offering disciminatory coverage to itsemployees,
officers and shareholders. This means that highly

compensated individualsin the company cannot
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be offered coverage thatisnotavaiable to a

significant numberofthe otheremployees.

e Highlycompensated individuals are
defined asthe five highest paid company
officers, shareholders with 10% orgreater
stake in the organization,, and the highest
paid 25%ofallemployees.

o Tisthe responsbility ofthe employergroup
to ide ntify whetherornotthey have a non-
disc iminatory plan.

e Blue Shield willnotsellcoverage thatis
limited to highly compensated individuals in

the company.

Employergrmoupswith 2 to 50 eligible employees
that wish to limit enrollment to a specified group of
employees(“carve-out groups”’) thatisnotbased
oncompensationcanbe considered forcoverage
on a non-guaranteed issue basis. These groups will
have guaranteed renewability and must meet the
following additionalre quire ments:

e Gmoup isqualified asa smallemployer
underAB 1672

e Carmwe-outgroupsmayinclude for
und e rwriting c onsid e ra tion:

= Salaried versushourdy wage eamers(as
long asthisdoesnotresultin the
Iimitation of coverage to highly
compensated employeesasdefined in
PPACA).

= Specific office location

= Califormia only employees when the
group islocated outside Califo mia

. Union ve rsus non-union when the union
employeesdo nothave accessto
health coverage through a union trust
fund

e A mmnimum ofeightenrlling employeesis
required

e Acleardefnition ofthe carve-out
classification that the employerwishes to
coverwilbe required

e Blue Shield mustbe the employersonly
camerforthe carve-out group

e Carwe-outgroupsare subjectto
underwrting approval, and maybe
declined if they do not meet Blue Shield’s
und e rwriting c rite ria

Rating Crite ria

Rate Adjustment Factor (RAF) range
Group tem life and AD&D insurance isnotsubject
to a RAF.

Guaranteed issue

Allcoverage isguaranteed issue.

Group Enrollment Che cKlist

The folowing are required documentation when
submitting new b usine ss:
e Master Group Application, or

° Specialty Benefits Master Group Application (or
forgroupsof2-9 *eligible employeescontact
yourBlue Shield salesrepresentative).”

e Employee enrollmentform forallenrolling
employeesand dependents.

e Evidence of Insurability isnotrequired
o DE9 is notrequired.

. Refusalof Personal Coverage forms are not
required (except when there isonly 1 employee
enmolled).

e Business check payable to Blue Shield Life (may
be combined with medical).
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*Group term life insurance for groups of 2 to 9 eligible
employees is administered and underwritten through a
small group employer trust.

Elig ib ility re q uire me nts

Group eligibility (See page 23)f

e 'The employeroffersvision plancoverage to 100%
ofitseligible employees.

o Atleast51% ofthe group’s ful-time employees
mustbe employed in Califo mia.

e Must have and maintain busine ss lic e nsure
and/orapproprate state fiings allowing the
company to conductbusinessin Califomia.

e Mustbe actively engaged in businessorservice.

e Musthave atleasttwo eligible employees.

e Union trust plans, Taft-Hartley groups, and retiree s
are noteligible.

Please note thatotherineligible c lassific a tio ns
include private households, single-employee
companies,employeesproviding contracted
services (ie., receiving 1099 forms forincome tax
purposes),leased employeesoremployeespartof
a co-employment or PEHO relationship, dome stic
help, and membersoforganizations (such ascredit
unions orfratemal orderme mbero1ganiza tio ns).

e 'There canonlybe one employergroup per
group benefit agreement.

e Gmroupsmayimpose separate eligibility waiting
periodsoftheirown. This waiting period mustbe
the same foreach employee classific ation.

e 'The employerhasthe option ofchoosing a 1st
day of the month following the date of hire ora
one-, two-, three-, four, five -, or six-month waiting
period forall future employees. The e ligibility
date forcoverage forfuture employeesisalways
the fistday ofthe month following completion of
the waiting period.

e Blue Shield of Califomia vision plansare not
available in AccessBaja HMO service areas.

Employee eligibility (See page 24)f
Workon a ful-time basisin the conductofthe
businessofthe employer, whose normalwork
weekisatleast 30 hours, and whose dutiesin
such employmentare pefformed at the
employersregularplacesof business (subject to
withholding on a W-2 form), or

e Be a sole proprietor,corporate officer,orpartner
ofa partnership engaged on a ful-time basis, at

Vision Coverage

least 30 hoursperweek, in the employersregular
placesofbusness;

e Workatleast20 hours, but no more than 29
hours, in the employersbusinesson a
pemanent, yearround basis.

e Receive monetary compensation forthat work
by the employer.

e Be abona fide employee ofthe employer.

e Have metanyapplicable employerimposed
eligibility waiting period.

Contrib utio n re q uire me nts

(See page 25)f

e Forall Vision plans, the employer must contribute at
least 25% of the employee’s premiums. Except
voluntary vision, which has no employer contribution
requirement.

Group participation re quire me nts

(See page 24)f

e Blue Shield must be the only vision plan offered.

e ForVision Basic plans,employee and dependent
coverage must match medical Otherwise, the
group wilbe enrlled in an identic al Vision
Standard orPlus plan.

e Forallvision plans(except voluntary vision), the
employermust have a group participation of
75% ofalleligible employees. Forvoluntary vision
coverage a minimum of 5 eligible employees
must participate.

e Employeesrefusing coverage because they are
covered undergmup coverage are notcounted
towards the participation re quire me nt.

e The group must maintain the required minimum
participation levelto remain eligible (or100%
partticipation, if non-c ontrbutory). Groups are
subjectto termination if participation fallsbelow
the re quired minimum.

e Ifa husband and wife/domestic partnerboth
work forthe same employer,they mayapply
separatelyasemployeesorone maybe a
dependenton the otherscoverage. feach
enmlsseparatelyasanemployee, any chidren
ofsuch personsmayenmllasdependentsof
either.
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OtherRe quire me nts
Carwe-outgroups(See page 23)f

The Patient Protection and Affordable Care Act
(PPACA) includesa provision that prohibits
employergroups with fully insured health plans from
offering discriminatory coverage to tsemployees,
officers, and shareholders. This means that highly
compensated individualsin the company cannot
be offered coverage thatisnotavailable to a

significant numberofthe otheremployees.

e Highlycompensated individuals are
defined asthe five highest-paid company
officers, shareholders with 10% orgreater
stake in the organization, and the highest
paid 25% ofallemployees.

e ltisthe responsibility ofthe employergroup
to ide ntify whetherornotthey have a non-

disc iminatory plan.

e Blue Shield wilnotsellcoverage thatis
limite d to highly compensated individualsin

the company.

Employergroups with 2 to 50 eligible employees
that wish to limit enrollmentto a specified group of
employees (“carve-out groups”) thatisnotbased
oncompensatoncanbe considered forcoverage
on a non-guaranteed issue basis. These groups wil
have guaranteed renewability and must meet the
following additionalre quire ments:

e Gmoup isqualfied asa smallemployer
underAB 1672

e C(Cawe-outgroupsmayinclude for
und e rwriting c onsideration:

= Salaried versushourdy wage eamers(as
long asthisdoesnotresultin the
limitation of coverage to highly

compensated employeesasdefined in
PPACA).

= Specific office location.

. Califomia only employees when the
group islocated outside Califo mia

= Union ve rsus nonunion when the union
employeesdo nothave accessto
health coverage through a union trust
fund.
¢ A minimum ofeightenrlling employeesis
required.
e Acleardefinition ofthe carve-out
classification that the employerwishes to
coverwilbe required.

e Blue Shield mustbe the employersonly
camerforthe carve-outgroup.

e Carmwe-outgrmoupsare subjectto
underwrting approval, and maybe
declined if they do not meet Blue Shield’s
unde rwriting c rite ria .

Rating Crite ria

Rate Adjustment Factor (RAF) range
e Specialty benefitsare notsubjectto RAF.

Group Enrollment Che cKlist

The folowing are required documentation when
submitting new b usine ss:

e MasterGroup Application,or

[ Specialty Benefits Master Group Application for
Vision Standard, Plus or Deluxe plans.

e Applications from allenrlling employeesand
dependents.

. DE 9 is not required.

° Refusalof Personal Coverage formsare not
required (exceptwhen there isonly one
employee enrolled).

e Business check payable to Blue Shield Life (may
be combined with medical)

+ See the Small Goup Unde nwniting Guide line s
forProducer, A16060 (5/10) fora complete description
ofunderwrting guidelines. The page numbers
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referenced in parenthesesundersection headersof
these Quick Start guidelinesreferto pages within the
complete guidelinesbooklet where the complete
descriptioncanbe found.
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