SAMPLE INITIAL COBRA NOTIFICATION (AKA: GENERAL NOTICE)
CONTINUATION COVERAGE RIGHTS UNDER COBRA
Washington Counties Insurance Fund/Pool
Group Health Plans

Date:

Employee and Spouse
Address

City, State, Zip

Dear Employee and Spouse:

INTRODUCTION

You are receiving this notice because you have recently become covered
under a Washington Counties Insurance Fund (WCIF) or a Washington
Counties Insurance Pool (WCIP) group health plan. The group health plans
that are available consist of medical, dental, vision, an employee
assistance program (EAP), and a health flexible spending account (FSA).
You may be enrolled in one or more of these plans. This notice contains
important information about your right to COBRA continuation coverage,
which is temporary extension of coverage under the plan. This notice
generally explains COBRA continuation coverage, when it may
become available to you and your family, and what you need to do to
protect the right to receive it. COBRA applies only to the benefits under
the group health plans referenced above and specifically listed below and
not to any other plans or benefits offered by WCIF or WCIP, such as life
insurance, disability coverage, accidental death and dismemberment
benefits, or AFLAC coverage.

The right to COBRA continuation coverage was created by the federal law,
the Consolidated Omnibus Budget Reconciliation Act of 1985 (COBRA).
COBRA continuation coverage can become available to you when you
would otherwise lose your group health coverage. It can also become
available to other members of your family who are covered under the
plan when they would otherwise lose their group health coverage. For
additional information about your rights and obligations under the plan
and under federal law, you should contact Washington Counties
Insurance Fund (WCIF), P.O. Box 7786, Olympia, WA 98507, 360-586-
0466.

The plan does not offer greater COBRA rights beyond what COBRA

requires. Nothing in this notice is intended to expand your rights beyond
COBRA’s requirements.
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COBRA Continuation Options- You may elect to continue the coverage
you had prior to the date coverage would otherwise end. Your
continuation options may be medical, dental, vision, or EAP. You may
elect one or all of the plans available to you. In some circumstances, you
may also elect to continue your health FSA, as explained below.

Note that when you first enroll in COBRA, you may only continue the
coverage you had as an active employee. For example, you can’t switch
from the AfFOURdable PPO Plan to the Value PPO Plan or vice versa. Also,
to elect the EAP, dental plan or vision, you must be enrolled for these
benefits at the time you group coverage ends.

Health FSA’s- COBRA continuation coverage under the health FSA will be
offered to qualified beneficiaries losing coverage who have under spent
accounts. A qualified beneficiary has an under spent account when he or
she has not used all the money in the account that has been allotted for
the remainder of the plan year. The use it or lose it rule still applies to
COBRA coverage. Any unused money will be forfeited at the end of the
plan year because COBRA continuation coverage under the health FSA will
end at the end of the plan year. Contact your employer for more
information regarding COBRA continuation coverage and your health FSA.

WHAT IS COBRA CONTINUATION COVERAGE?

COBRA continuation coverage is a continuation of plan coverage when
coverage would otherwise end because of a life event known as a
qualifying event. Specific qualifying events are listed later in this notice.
After a qualifying event, COBRA continuation coverage must be offered to
each person who is a ‘qualified beneficiary’. You, your spouse, and
dependent children could become qualified beneficiaries if coverage
under the plan is lost because of the qualifying event. Under the plan,
qgualified beneficiaries who elect COBRA continuation must pay for COBRA
continuation coverage.

If you are an employee, you will become a qualified beneficiary if you lose
your coverage under the plan because either one of the following
qgualifying events happens:

e Your hours of employment are reduced, or
e Your employment ends for any reason other than your gross
misconduct.

If you are the spouse of an employee, you will become a qualified
beneficiary if you lose your coverage under the plan because any of the
following qualifying events happens:

e Your spouse dies;
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e Your spouse’s hours of employment are reduced;

e Your spouse’s employment ends for any reason other than his or
her gross misconduct; or

e You become divorced from your spouse.

Your dependent children will become qualified beneficiaries if they lose
coverage under the plan because any of the following qualifying events
happens:

e The parent-employee dies;

e The parent-employee’s hours of employment are reduced;

e The parent-employee’s employment ends for any reason other than
his or her gross misconduct;

e The parents become divorced; or

e The child stops being eligible for coverage under the plan as a
‘dependent child’.

If you are on a leave of absence under the Family and Medical Leave Act
of 1993 (FMLA) and do not return to active employment following the
leave, a qualifying event will occur. This allows you and your dependents
to continue coverage for up to 18 months from the date that the plan
Administrator receives written notice that you will no be returning to
work or your FMLA leave ends, whichever on comes first, but no later
than the end of the FMLA leave.

WHEN IS COBRA COVERAGE AVAILABLE?

The plan will offer COBRA continuation coverage to qualified beneficiaries
only after the plan Administrator has been notified in writing that a
qualifying event has occurred. Your employer will notify WCIF/WCIP when
the qualifying event is the end of employment or reduction of hours of
employment or the death of the employee. You need not notify the Plan
Administrator of any of these qualifying events.

YOU MUST GIVE NOTICE OF SOME QUALIFYING EVENTS

For the other qualifying events (divorce of the employee and spouse or a
dependent child’s losing eligibility for coverage as a dependent child),
you must notify your employer in writing within 60 days after the
qualifying event occurs. You must provide this notice to WCIF, P.O. Box
7786, Olympia, WA 98507, 360-586-0466. In providing this notice; you
must use the attached form entitled ‘Notice to Employer of Qualifying
Event or Other Event That May Affect Duration of COBRA Coverage’. You
must follow the notice procedures that are included in the Notice of

Qualifying Event form. If these procedures are not followed or if the
notice is not provided in writing to WCIF, during the 60-day notice period,
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you will lose your right to elect COBRA. The Notice of Qualifying event
form and related procedures is attached to and a part of this general
notice.

HOW IS COBRA COVERAGE PROVIDED?

Once the plan Administrator receives notice that a qualifying event has
occurred, COBRA continuation coverage will be offered to each of the
qualified beneficiaries. Each qualified beneficiary will have an
independent right to elect COBRA continuation coverage. Covered
employees may elect COBRA continuation coverage on behalf of their
spouse, and parents may elect COBRA continuation coverage on behalf of
their children.

COBRA continuation coverage is a temporary continuation of coverage. If
you are a spouse of dependent losing coverage and the qualifying event
is the death of the employee, divorce, or a dependent child’s losing
eligibility as a dependent child, COBRA continuation coverage lasts for up
to a total of 36 months.

When the qualifying event is the end of employment or reduction of the
employee’s hours of employment, the employee, spouse and all eligible
dependents may elect up to 18 months of COBRA continuation coverage.
There are two ways in which this 18-month period of COBRA continuation
coverage can be extended, either by a disability extension or second
qualifying event extension, both described later in this notice.

Medicare rules

The employee’s understanding of Medicare eligibility rules is crucial in
making a retirement date decision. Medicare entitlement can affect an
individual’s COBRA rights and impact how long a spouse and dependent
children can continue COBRA coverage.

e Of the employee becomes entitled to Medicare within 18 months
prior to the qualifying event date, COBRA continuation coverage
for dependent qualified beneficiaries lasts up to 36 months from
the Medicare entitlement date. For example, if a covered employee
becomes entitled to Medicare 8 months before the date on which
his employment terminates, COBRA continuation coverage for his
spouse and children can last up to 36 months from the Medicare
entitlement date, which is equal to 28 months of COBRA (28 + 8 +
= 36 months)

4 08/08



e If the employee becomes entitled to Medicare more than 18
months before the qualifying event, the spouse and dependent
children may be eligible for COBRA continuation coverage for 18
months.

e |If the employee becomes entitled to Medicare after the qualifying
event date, the spouse and dependent children may be eligible for
COBRA continuation coverage for 18 months.

Disability extension of 18-month period of continuation coverage

If you or anyone in your family covered under the plan is determined by
the Social Security Administration (SSA) to be disabled and you notify the
plan Administrator in a timely fashion, you and your entire family may be
entitled to receive up to an additional 11 months of COBRA continuation
coverage, for a total maximum of 29 months. The disability would have
to have started at some time before the 60" day of COBRA continuation
coverage and must last at least until the end of the 18-month period of
continuation coverage.

The disability extension is available only if you notify WCIF, in writing of
the determination by the SSA within the initial 18-month period but not
later than 60 days after the date of SSA determination. In providing this
notice, you must use the attached form entitled ‘Notice to Employer of
Qualifying Event of Other Event That May Affect Duration of COBRA
Coverage’. You must follow the Notice Procedures that are included in the
Notice of Qualifying Event form. If these procedures are not followed or if
the notice is not provided in writing to WCIF during the 60-day notice
period, you will lose your right to elect COBRA. The Notice of Qualifying
Event form and related procedures is attached to and a part of this
general notice.

If you have a loss of SSA disability status, you are required by law to
notify the plan Administrator within 30 days of a final determination
made by the SSA that you are no longer disabled. Once notified, your
extended COBRA continuation coverage will be terminated effective the
first month following the SSA’s determination of loss of disability status.

Second qualifying event extension of 18-month period of continuation
coverage

If your family experiences another qualifying event while receiving 18
months of COBRA continuation coverage, the spouse and dependent
children in your family can get up to 18 additional months of COBRA
continuation coverage, for a maximum of 36 months, if notice of the
second qualifying event is properly given to the plan. This extension may
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be available to your spouse or dependent children receiving continuation
coverage if they lose coverage due to:

e Your death;
e Your divorce; or
e Your dependent children lose dependent status under the plan.

This extension applies only if the event would have cause the enrolled
family member to lose coverage under the plan had the first qualifying
event not occurred.

As described above, to be eligible for this extension, you or your family
members must notify WCIF within 60 days of the later of the date of a
divorce loss of dependent eligibility or the date coverage is lost due to
one of the preceding events. In providing this notice, you must use the
attached form entitled ‘Notice to Employer of Qualifying Event or Other
Event That May Affect Duration of COBRA Coverage’. You must follow the
Notice Procedures that are included in the Notice of Qualifying Event
form. If these procedures are not followed or if the notice is not provided
in writing to WCIF during the 60-day notice period, you will lose your
right to elect COBRA. The Notice of Qualifying Event form and related
procedures is attached to and a part of this general notice.

Newborns and adopted children

A Child who is born t or placed for adoption with the covered employee
during a period of COBRA continuation coverage is qualified beneficiary
and his independent COBRA election rights.

You must notify WCIF in writing of the birth or adoption and elect
coverage for your child within the plan’s otherwise applicable enroliment
period for newborns or adopted children. If the newborn or adopted child
is determined to be disabled within 60 days of his/her birth or placement
for adoption, the 29-month disability extension may be available for all
covered family members.

HOW CAN YOU ELECT COBRA CONTINUATION COVERAGE?

To elect continuation coverage, you must complete the Election Form and
furnish it according to the directions on the form. Each qualified
beneficiary has a separate right to elect continuation coverage. For
example, the employee’s spouse may elect COBRA continuation coverage
even if the employee does not. COBRA continuation coverage may be
elected for only one, several, or for all dependent children who are
qualified beneficiaries. A parent may elect to continue coverage on behalf
of any dependent children. The employee or the employee’s spouse can
elect continuation coverage on behalf of all the qualified beneficiaries.
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In considering whether to elect continuation coverage, you should take
into account that a failure to continue your group health coverage 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, and election of continuation coverage may help you not have
such a gap. Second, you will lose the guaranteed right to purchase
individual health insurance policies that do not impose such pre-existing
condition exclusions if you do not get continuation coverage for the
maximum time available to you. Finally, you should take into account that
you have special enrollment rights under federal law. You 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 health coverage ends because
of the qualifying event listed above. You will also have the same special
enrollment right at the end of continuation coverage if you get
continuation coverage for the maximum time available to you.

HOW MUCH DOES COBRA CONTINUATION COVERAGE COST?

Generally, each qualified beneficiary may be required to pay the entire
cost of continuation coverage. The amount a qualified beneficiary may be
required to pay may not exceed 102 percent (or, in the case of an
extension of continuation 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 or
beneficiary who is not receiving continuation coverage. Information on
the required payment for each continuation coverage period for each
option will be described in detail when you receive the election materials.

WHEN AND HOW MUST PAYMENT FOR COBRA CONTINUATION
COVERAGE BE MADE?

First payment for continuation coverage

If you elect continuation coverage, you do not have to send any payment
with the Election Form. However, you must make your first payment for
continuation coverage no later than 45 days after the date of you election
(This is the date the Election notice is post-marked, if mailed). If you do
not make your first payment for continuation coverage in full no later
than 45 days after the date of your election, you will lose all COBRA
continuation coverage rights under the plan. You are responsible for
making sure that the amount of your first payment is correct. Payment
contact information will be provided with the election material. At hat
time, you may contact WCIF, P.O. Box 7786, Olympia, WA 98507, 360-
586-0466, to confirm the correct amount of your first payment.
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Periodic payments for continuation coverage

After you make your first payment for continuation coverage, you will be
required to make periodic payments for each subsequent coverage
period. The amount due for each coverage period for each qualified
beneficiary is shown in the Election Notice. The periodic payments can be
made on the monthly basis. Under the plan, each of these periodic
payments for continuation coverage is due on the first of the month for
that coverage period. If you make a periodic payment on or before the
first day of the coverage period to which it applies, your coverage under
the plan will continue for that coverage period without any break. The
plan will send periodic notices of payments due for these coverage
periods.

Grace periods for periodic payments

Although periodic payments are due on the dates shown above, you will
be given a grace period of 30 days after the first day of the coverage
period to make each periodic payment. Your continuation coverage will
be provided for each coverage period as long as payment for that
coverage period is made before the end of the grace period for that
payment.

If you fail to make a periodic payment before the end of the grace period
for that coverage period, you will lose all rights to COBRA continuation
coverage under the plan.

TERMINATION OF GROUP COVERAGE

You may be entitled to purchase an individual policy directly through the
carrier when your COBRA continuation coverage expires. This option will
only be available if there is a conversion policy under the group health
plan you were enrolled in prior to your qualifying event. Contact WCIF for
more details.

KEEP YOU PLAN INFORMED OF ADDRESS CHANGES

In order to protect your family’s rights, you should keep the plan
Administrator and your employer informed of any changes in the
addresses of family members. You should also keep a copy, for your
records, of any notices you send to the plan Administrator or your
employer.
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IF YOU HAVE QUESTIONS

Questions concerning your plan or your COBRA continuation coverage
rights should be addressed to the contact or contacts identified below.

PLAN CONTACT INFORMATION

Holly Wischler, Administrative Services Representative
Zenith Administrators, Inc.

201 Queen Anne Avenue North

Seattle, WA 98109

Phone: 206-352-9772

or 800-426-5980 ext. 722

Fax: 206-352-9714

Email: hwischler@zenithadmin.com

This contact information may change at any time. You can contact your
employer to obtain the most current information. You may also ask for
additional copies of any of the required notice forms and procedures,
which will be provided free of charge upon request.

Attachment (for information about the plan’s Notice Procedures.
When you experience a qualifying event, complete and return the
attached form within the time allowed. If you need a copy of the form,
the appropriate notice will be sent to you upon request in accordance
with the Notice Procedures and the information above).

e Copy of COBRA Notice to Employer of Qualifying Event or Other
Event that May Affect Duration of COBRA Coverage (form and
Notice Procedures)

Sincerely,
Employer

Address
Telephone Number
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