CALIFORNIACHOICE
SUPPLEMENT TO

EVIDENCE OF COVERAGE

WELCOME TO CALIFORNIACHOICE

Your Employer has chosen to offer your health coverage to you and your fellow Employees
through the CaliforniaChoice Program. This Supplement is to Sharp Health Plan’s (“PLAN")
Evidence of Coverage, into which this CaliforniaChoice Supplement is inserted. All of the
provisions of that Evidence of Coverage are applicable to your health coverage. This
Supplement explains certain details specific to the CaliforniaChoice Program and may duplicate
what is already stated in that document. In the case of inconsistencies between the attached
Evidence of Coverage and this document, the provisions of this document will control.

WHAT IS THE CALIFORNIACHOICE PROGRAM?

The CaliforniaChoice Program is a program through which a number of California health care
service plans and insurance carriers together offer various health benefits plans to employers for
their employees’ coverage. You as an Employee have the opportunity to select to receive your
health benefits from one of these health plans or, in some circumstances, an insurance carrier.
This gives you the sort of choice of health plans that typically has been enjoyed by only a few.

You have selected PLAN as the health care service plan from which you wish to receive your
employer-sponsored medical benefits and you and your eligible Dependents have become
members of PLAN.

IMPORTANT FEATURES OF THE CALIFORNIACHOICE PROGRAM

Some of the important features of the CaliforniaChoice Program which impact you as an
Enrollee in PLAN are listed below.

1. Participation Requirements

At least seventy percent (70%) of your fellow Employees will receive their medical
coverage from one of the health plans or the insurance carrier participating in the
CaliforniaChoice Program.

2. Eligibility Requirements

a. Employee Eligibility

An Eligible Employee is one who lives or works in PLAN’s Service Area, who is
permanently and actively employed for compensation an average of 30 hours per
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week over the course of a month, at the small employer’s regular place of
business, and who has met any applicable waiting period requirements.

e The term includes sole proprietors or partners of a partnership, if they are
actively engaged on a full-time basis in the small employer’s business and
included as employees under a health care service plan contract of a small
employer, but does not include employees who work on a part-time,
temporary or substitute basis.

e Permanent employees who work at least 20 hours but not more than 29 hours
are eligible if all four of the following conditions apply:

* They otherwise meet the definition of an Eligible Employee except for
the number of hours worked

» The employer offers the employees health coverage under a health
benefit plan

* All similarly situated employees are offered coverage under the health
benefit plan

» The employee must have worked at least 20 hours per normal work week
for at least 50% of the weeks in the previous calendar quarter
(documentation required upon request). Individuals who work on a part-
time, temporary or substitute basis are not eligible. If you are accepted for
enrollment in PLAN, your coverage will become effective on the first day
of the month following your Employer’s designated waiting period of 30
days.

b. Dependent Eligibility

A Dependent claiming eligibility hereunder as a spouse must be legally married to
an Eligible Employee. A spouse may be added to coverage at the time of initial
enrollment of the Employee, at each open enrollment period of the Employer or
following a proven triggering event as described in Paragraph (3.a) below.

A Dependent claiming eligibility hereunder as a domestic partner must be
personally related to an Eligible Employee by a domestic partnership as defined
below. A domestic partner may be added to coverage at the time of initial
enrollment of the Employee, at each open enrollment period of the Employer or
following a proven triggering event as described in Paragraph (3.a) below.

Eligible Employee agrees to notify CaliforniaChoice Benefit Administrators
immediately upon termination of the marriage or domestic partnership.

A Dependent child claiming eligibility hereunder must be born to, a step-child of,
a legal ward of, or adopted by the Eligible Employee or the Eligible Employee’s
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spouse or domestic partner or is a child for whom the Eligible Employee has
assumed a parent-child relationship, as indicated by intentional assumption of
parental status or assumption of parental duties by the Eligible Employee, as
certified by the Eligible Employee at the time of enrollment of the child and
annually thereafter (but not to include foster children), subject to the following
condition:

e Under age 26 (unless disabled, disability diagnosed prior to age 26)
e This “child” profile describes herein an “eligible dependent child.”

A Dependent child who exceeds the age limit for Dependent children and is
disabled, that is, who is incapable of self-sustaining employment by reason of a
physically or mentally disabling injury, illness, or condition diagnosed as such by
competent health care professionals prior to such Dependent’s 26" birthday, and
has remained continuously dependent on the Employee for at least 50% of his/her
economic support since he/she became disabled, shall be eligible for coverage
hereunder until such disability ceases. Proof of Dependent’s disability must be
received within 60 days after CaliforniaChoice Benefit Administrators requests it.

CaliforniaChoice Benefit Administrators will provide subscriber a 90-day notice
that a dependent is about to reach the age limit for dependent children and will
lose coverage unless subscriber provides written certification from a competent
health care professional, within 60 days of receiving this 90-day warning notice,
that the dependent meets the above conditions of being disabled.

CaliforniaChoice Benefit Administrators or PLAN will determine if the child
meets the conditions above prior to the child reaching the age limit. After two
years following the child’s reaching the limiting age, CaliforniaChoice Benefit
Administrators or PLAN may request proof of continuing incapacity and
dependency, but not more often than yearly. If the Employee is enrolling a
disabled child for new coverage, CaliforniaChoice Benefit Administrators or
PLAN may request initial proof of incapacity/dependency and then yearly, and the
Employee must provide the requested information within 60 days of receipt of
request.

If you are enrolling Dependents, they must also enroll in the same plan you have
selected. Enrollees and their Dependents are, however, able to select different
primary care physicians.

Formal proof of the required eligibility and existence of the relationship of any
Dependent to the Employee may be requested at the time of enrollment, time of
service authorization request or claim submission, but not more frequently than
annually after the two-year period following a child’s attainment of the limiting
age.
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New Dependents
() New Dependent - Spouse

An individual who becomes a new Dependent by virtue of marriage is eligible for
coverage at other than the Employer’s annual open enroliment, provided the
appropriate request form is submitted to the Employer within 45 days after such
marriage, allowing the Employer sufficient time to submit the request to the
CaliforniaChoice Program within 60 days after such marriage. If
CaliforniaChoice Benefit Administrators receives all required documentation
before the 16th day of the month of marriage, Premium is charged for the full
month and coverage is effective as of the date of marriage. If CaliforniaChoice
Benefit Administrators receives all required documentation on or after thel6th
day of the month of marriage, the new spouse will be enrolled as of the 1st of the
month following the date of receipt. The Employee enrollee requesting coverage
for such new Dependent must provide a stamped copy of the marriage certificate.
The Employee must agree to notify CaliforniaChoice Benefit Administrators
immediately upon termination of marriage.

(i) New Dependent - Birth/Adoption/Legal Guardian

An individual who becomes a new Dependent by virtue of birth, adoption or
placement for adoption or legal guardianship or is a child for whom the Eligible
Employee has assumed a parent-child relationship is eligible for coverage at other
than the Employer’s annual open enrollment, provided the appropriate request is
submitted to the Employer within 45 days after such birth, adoption or placement
for adoption or effective date of a guardianship order, or arrival at status of
eligible dependent child, for coverage effective as of effective date of such event,
allowing the Employer sufficient time to submit the request to the
CaliforniaChoice Program within 60 days after such birth, adoption or placement
for adoption or legal guardianship or arrival at status of eligible dependent child,
with coverage to be effective upon the date of the event. The first 30 days of
coverage for such new or adopted child is automatic, regardless of whether the
child is enrolled or not after this 30-day period. If the birth, adoption or
placement for adoption or legal guardianship effective date occurs between the 1st
and the 15th day of the month, Premiums are charged for the full month. If the
birth, adoption or placement for adoption or legal guardianship effective date
occurs between the 16th day and the end of the month, no Premiums are charged
(copy of legal documentation may be required).

(iti)  New Dependent - Stepchild

A child who comes to be the stepchild of an Enrollee is eligible for coverage at
other than the Employer’s annual open enrollment, provided the appropriate
request is submitted to the Employer within 45 days following marriage or
establishment of a registered domestic partnership to the parent or legal guardian
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of the stepchild, allowing the Employer sufficient time to submit the request to the
CaliforniaChoice Program within 60 days following the date of the Enrollee's
marriage to or establishment of a registered domestic partnership with the parent
or legal guardian of the stepchild (actual adoption by the stepparent Enrollee is not
required, although a copy of the marriage certificate to, or a State-stamped copy of
the Certificate of Registered Domestic Partnership with, the parent of the new
stepchild may be required). If the marriage or creation of the domestic partnership
occurs before the 16th day of the month, Premium is charged for the full month
and coverage is effective as of the date of marriage or creation of the domestic
partnership. If the marriage or creation of the domestic partnership occurs on or
after the 16th day of the month, the stepchild will be enrolled effective as of the
1st of the month following the date of receipt.

(iv)  New Dependent - Domestic Partner

e In order for an Employee’s domestic partner to be eligible for coverage, at
the time of Employee eligibility for enroliment, the Employee and
domestic partner must:

e Not be married under either statutory or common law or part of another
domestic partnership;

e Both be 18 years of age or older and of the same or different sex;

e |If of opposite sexes one or the other must be over age 62, and one or both
must meet the Social Security eligibility requirements referenced in
California Family Code Section 297 (b)(4)(B);

e If one is under 18 years of age meet the requirements and follow the
procedures prescribed in California Family Code Section 297.1;

e Share an intimate and committed relationship of mutual caring;
e Both be mentally competent;

¢ Not related by blood to a degree of closeness that would prevent them
from being married in this state;

e Agree to notify CaliforniaChoice Benefit Administrators immediately
upon termination of the domestic partnership.

The domestic partnership is deemed created on the date the Declaration of
Domestic Partnership is filed with the California Secretary of State and at the time
of filing both partners meet all of the requirements above.

An individual who becomes a new Dependent by virtue of becoming a registered
domestic partner of the Employee is eligible for coverage at other than the
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Employer’s annual open enrollment, provided the appropriate request form is
submitted to the Employer within 45 days after such domestic partnership is
created, allowing the Employer sufficient time to submit the request to the
CaliforniaChoice Benefit Administrators within 60 days after such event. If
CaliforniaChoice Benefit Administrators receives all required documentation
before the 16th day of the month in which the domestic partnership was
established, Premium is charged for the full month and coverage is effective as of
the date of the event. If CaliforniaChoice Benefit Administrators receives all
required documentation on or after the 16th day of the month in which the
domestic partnership was established, the new domestic partner will be enrolled as
of the 1st of the month following the date of receipt. The Employee Enrollee
requesting coverage for such new Dependent must provide a State-stamped copy
of the Certificate of Registered Domestic Partnership within 45 days after such
domestic partnership is created, allowing the Employer sufficient time to submit
the request and Certificate to the CaliforniaChoice Benefit Administrators within
60 days of its issuance. For purposes of this provision only, the domestic
partnership is deemed created on the date the Declaration of Domestic Partnership
is filed with the California Secretary of State. The Employee must agree to notify
CaliforniaChoice Benefit Administrators immediately upon termination of the
domestic partnership.

3. Special and Late Enrollment

a.

Special Enrollment

Employees who did not enroll during the initial enrollment period or at the
Employer’s annual open enrollment may add newly acquired Dependents and
themselves to the contract by submitting an application within 60 days from the
date of acquisition of the Dependent:

e to add Employee and spouse or domestic partner following the birth of a
newborn, adoption or placement for adoption of a child or arrival at status
of eligible dependent child, coverage effective on the date of such event;

¢ to add Employee and spouse or registered domestic partner after marriage
or creation of a domestic partnership. If all required documentation is
received before the 16th day of the month of marriage/creation of domestic
partnership, coverage for Employee and spouse or domestic partner is
effective on the date of marriage or creation of the domestic partnership; If
all required documentation is received on or after the 16th day of the
month of marriage/creation of domestic partnership, coverage is effective
on the 1st of the month following the date of receipt.

¢ to add Employee and Employee’s newborn, eligible dependent child, or
child placed for adoption, following birth, adoption or placement for
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adoption or arrival at status of eligible dependent child, coverage effective
on effective date of such event;

e to add Employee and Employee's stepchild, if marriage or domestic partner
registration occurs before the 16" day of the month, coverage effective as of the
date of marriage or domestic partner registration; if marriage or domestic partner
registration occurs on or after the 16" day of the month, stepchild will be
enrolled effective as of the 1% of the month following date of receipt.

If an Employee did not enroll himself or herself or a Dependent at initial
enrollment or at the Employer’s annual open enroliment because the Employee or
Dependent had coverage under another employer health plan, please see the “Late
Enrollment” section below and the “Eligibility” section above for further
information regarding rights to request enrollment at a later time.

b. Late Enrollment

Late enrollees (as defined in California Health & Safety Code section
1357.500(f)) must wait until open enrollment to be enrolled unless covered above
under the “Special Enrollment” provisions. However, pursuant to H&S section
1357.500(f) and as further articulated in PLAN’s Evidence of Coverage, if an
Employee did not enroll, or enroll a Dependent, at initial enrollment or at annual
open enrollment because Employee:

e or dependent loses minimum essential coverage, as described in California
H&S Section 1399.849(d)(1)(A);

e gains a dependent or becomes a dependent through marriage, birth,
adoption or placement for adoption or arrival at status of eligible
dependent child;

¢ is mandated to be covered as a dependent pursuant to a valid state or
federal court order;

e has been released from incarceration;

e health coverage issuer substantially violated a material provision of the
health coverage contract;

e gains access to new health benefit plans as a result of a permanent move;
e Was receiving services from a contracting provider under another health
benefit plan, for one of the conditions described in subdivision (c) of H&S

Section 1373.96 and that provider is no longer participating in the health
benefit plan;
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e is a member of the reserve forces of the United States military returning
from active duty or a member of the California National Guard returning
from active duty service; and

e demonstrates that he or she did not enroll in a health benefit plan during
the immediately preceding enrollment period because he or she was
misinformed that he or she was covered under minimum essential
coverage.

then if such a triggering event occurs, the Employee may enroll in PLAN by
submitting an enrollment application to CaliforniaChoice Benefit Administrators
within 60 days of loss of other coverage or within 60 days of another triggering
event listed immediately above, pursuant to H&S section 1357.500(f) and as
articulated further in PLAN’s EOC. Coverage with PLAN through
CaliforniaChoice Benefit Administrators to become effective 1st day of month
following receipt of completed enrollment application.

4. Waiting Period

The waiting period for coverage, which shall be applicable for all Employees, is 0, 30 or
60 days plus the days until the first of the following month, not to exceed 90 days.

5. Benefits

Under the federal “Patient Protection and Affordable Care Act,” your Employer will be
required to select one of seven (7) offered “metal tiers” options of benefits, keyed to their
“actuarial value” (“Bronze,” “Silver,” “Gold,” “Platinum”, Bronze/Silver, Silver/Gold, or
Gold/Platinum). Employees will then have the option to choose the health plans and
benefit plans offered within that metal tier. The benefits you have chosen to receive from
PLAN are described in the Evidence of Coverage to which this Supplement is attached.
PLAN will make all benefit and coverage dispute determinations, although these
determinations are subject to PLAN’s grievance procedures. You may not change your
benefit level within PLAN other than during its open enrollment period.

a. Cal-COBRA and COBRA

PLAN has agreed to provide coverage for you if you are Cal-COBRA-eligible or
COBRA-eligible, at rates which you can receive by requesting them from your
employer. Please examine your options carefully before declining this coverage.

b. Co-payments

As noted in the attached Evidence of Coverage, certain covered services and
benefits are subject to co-payments which you will be required to make.

C. Plan Materials
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PLAN will provide you with an identification card and its Evidence of Coverage
(“EOC”) and this Supplement, and will distribute its federally-required “Summary
of Benefits and Coverage” (“SBC”). CaliforniaChoice Benefit Administrators
will post on its website a copy of PLAN's current SBC. (In lieu of hard copies,
PLAN may notify Enrollee of where to obtain electronic copies of the EOC and
CalChoice EOC Supplement.)

6. Termination for Nonpayment of Premiums

A Notice of Consequences for Nonpayment of Premiums will be included in your
Employer’s aggregated premium billing. This notice shall contain the date the premiums
are due and inform your Employer of the consequences for failure to pay the premium
amounts by the due date. The notice shall also inform your Employer that coverage will
continue during a 30-day grace period that begins on the first day after the last day of paid
coverage and lasts at least 30 days. Premium payments are due on or before the 20th day
of the month prior to the month of coverage. If your Employer fails to pay the required
Premiums when due, PLAN (or CaliforniaChoice Benefit Administrators on behalf of
PLAN) will mail your Employer a “Notice of Cancellation for Nonpayment of Premiums
and Grace Period” stating that the Employer has until the final day of the month of
coverage in which to pay the Premiums due before any cancellation of unpaid coverage
contracts will take effect. This notice will provide information to your Employer
regarding the reason for cancellation(s), the effective date of cancellation(s), the dollar
amount(s) due to PLAN, the date of the last day of paid coverage, the date the grace
period begins and expires, any obligations of your Employer during the grace period,
consequences for nonpayment of Premiums due within that timeframe, as well as the
right of your Employer to request a review by the PLAN and/or the California
Department of Managed Health Care if your Employer believes coverage has been or will
be improperly cancelled.

The notice shall also inform your Employer that coverage will continue during a 30-day
grace period that begins on the first day after the last day of paid coverage and lasts at
least 30 days. If the Premium remains unpaid by the 14th day of the coverage month,
CaliforniaChoice Benefit Administrators on behalf of PLAN will send your Employer a
“Second Notice of Cancellation” repeating the need to pay the Premium(s) and the
consequences for not doing so. If Premium payment(s) is/are not received by the
effective date of cancellation*, PLAN (or CaliforniaChoice Benefit Administrators on
behalf of PLAN) will cancel the membership agreement and coverage for you and all
your Dependents will end on such date as is contained in the “Notice Confirming
Cancellation of Coverage for Nonpayment of Premium” sent to your Employer (*The 30-
day grace period begins the day after the last day of paid coverage and lasts at least 30
days. If the affected premium(s) is(are) not paid by the last day of the grace period,
coverage under the Agreement will be terminated prospectively, which in most cases
occurs on the last day of the coverage month. Since the month of February consists of
only 28/29 days, Employers who do not pay February’s premium(s) by the end of the 30-
day grace period will have their coverage contacts(s) terminated on the last day of
March).
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PLAN (or CaliforniaChoice Benefit Administrators on behalf of PLAN) will mail a
separate Notice of Cancellation to its affected individual Members that includes similar
information provided in the Notice Confirming Cancellation of Coverage for
Nonpayment of Premium that is sent to your employer. The Notice that is sent to your
Employer would provide your Employer with the following information: (1) that the
agreement for coverage has been cancelled for non-payment of premiums; (2) the specific
date and time when the coverage ended; (3) how and when coverage may be reinstated,;
(4) the responsibility of the Employer to pay all Premiums due, including for coverage
during the 30-day grace period provided; (5) the right of your Employer to request a
review by the PLAN and /or the California Department of Managed Health Care if your
Employer believes coverage has been improperly cancelled and the right to reinstatement
of the membership agreement if the Department rules in favor of the Employer in any
such review; (6) the CaliforniaChoice telephone number Members can call to obtain
additional information, including whether your Employer obtained reinstatement of the
Agreement; and (7) GROUP is responsible for notifying each affected individual Member
of his or her right to purchase continuation coverage and that you would be sent a similar
Notice of Cancellation, which would include a State-approved notice regarding the
possibility that you could secure coverage either through the “Covered California” State
Exchange or in the State’s Medi-Cal Program and also providing you toll-free contact
telephone numbers and an Internet website where you could obtain additional information
about these opportunities.

PLAN (or CaliforniaChoice Benefit Administrators on behalf of PLAN) will send you a
HIPAA certificate which will state the date on which your coverage terminated, the
reason for termination and the number of months of creditable coverage that you have.

7. Partial Payment Protocol

If your Employer has subscribed to more than one health Plan or Carrier for your
healthcare coverage through the CaliforniaChoice Program and fails to make premium
payments for every one of its coverage contracts, the application of such Partial Premium
Payment as is submitted will be made to specific coverage contracts according to a priority
articulated in the Group Service Agreement Supplement that is part of your Employer’s
contract with each Plan. If the Partial Payment is adequate to cover all the Medical
coverage contracts the Employer has, then they will be maintained in place and the
remainder of the Partial Payment will be applied to any Specialty coverage contracts your
Employer may have through the Program, in a priority that goes dental-vision-
chiropractic/acupuncture-life until the Partial Payment funds run out. If your Employer’s
Partial Payment is insufficient to cover certain of the Specialty contract premiums then
those contracts will terminate at the end of the grace period. If there is not sufficient
Partial Payment to cover the Medical premiums due, then that coverage will terminate at
the end of the grace period and the Partial Payment will be applied to any Specialty
coverage contracts the Employer has through the Program, in the above priority until the
Partial Payment funds run out. In either scenario, the premium-paid Specialty coverage
contracts will terminate at the end of the contract period.
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By way of illustration only, if a Group has two separate dental coverage options, Partial
Payment shall be applied to the dental contract with the highest membership count first,
unless the Partial Payment amount is insufficient to cover that dental contract’s due
premium. Whether it is sufficient to cover the first dental contract premium or not,
Choice Administrators shall then apply the Partial Payment amount or the remainder of the
Partial Payment amount to the dental contract premium with the next highest membership
count. If at this point of application there remains a Partial Payment amount then that
amount shall be applied to any remaining dental coverage contract premiums due, ranked
by membership count. If after application to dental premiums due there remains a Partial
Payment amount, then it shall be applied to the vision contract with the highest
membership count, and any remaining Partial Payment amount shall then be applied to the
premium due for the vision contract with the next highest membership. This progression
of Partial Payment amount application shall continue down through the premiums due for
additional vision coverage contracts, and then in similar fashion to premiums due for
chiropractic/acupuncture coverage and then for life insurance coverage. If two contracts
within the same line of coverage (e.g., dental) have the same membership count, Choice
Administrators shall first apply available Partial Payment amounts to the coverage contract
with the highest premium due.

Partial Payment Hierarchy:

1) All Medical contract(s) (all must be paid in full or all terminate)

2) Dental contract with highest membership count

3) Dental contract with next highest membership count (repeated through all dental
contracts)

4) Vision contract with highest membership count

5) Vision contract with next highest membership count (repeated through all vision
contracts)

6) Chiropractic/acupuncture contract with highest membership count

7) Chiropractic/acupuncture contract with next highest membership count (repeated
through all chiropractic contracts)

8) Life contract with the highest membership count

9) Life contract with the next highest membership count (repeated through all life
contracts)

Your Employer is required to inform you in the event it becomes involved in such a Partial
Premium Payment situation so that you may plan for desired alternate coverage. If you
have questions regarding this Partial Payment Protocol, you may contact your employer or
the CaliforniaChoice Program at 800-558-8003.
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RENEWAL

If your Employer wishes to renew in PLAN through the CaliforniaChoice Program upon the
anniversary date of its contract with PLAN, your Employer must have a minimum of at least two
(2) Eligible Employees (or such number as may come to be used in the Small Group Act to
define a Small Group Employer) and seventy percent (70%) of those not covered elsewhere by a
plan sponsored by your Employer must be enrolled in a health care service plan or insurance
program participating in the CaliforniaChoice Program. If your Employer does not meet such
renewal requirements, it may renew at such later date as it meets such renewal qualification
requirements. If your Employer does not so renew, you will only be able to retain your current
set of benefits if your Employer contracts with another health care service plan or insurance
carrier participating in the CaliforniaChoice Program for that level of benefits.

THE REST IS THE SAME!

This Supplement merely describes the particular features of your coverage from PLAN because
of PLAN’s participation in the CaliforniaChoice Program. You should refer to the Evidence of
Coverage to which this is merely a Supplement for all other details regarding your membership in
and receipt of health care services from PLAN.
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