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JUDITH CASE

MIKE ENNIS

Meeting Location: PHIL LARSON
Fresno County Employee Retirement DEBORAH POOCHIGIAN
Association Board Chambers PETE VANDER POEL
1 1 1 1 H Street STEVE WORTHLEY

Fresno, CA 93721
July 26, 2013
9:00 AM

Call to Order
Roll Call
Approval of Agenda

Public Comment: At this time, members of the public may comment on
any item, within the jurisdiction of the SJVIA, not appearing on the
agenda. In order for everyone to be heard, please limit your comments
to 3 minutes or less. Anyone wishing to be placed on the agenda for a
specific topic should contact the SJVIA Manager’s Office and submit
correspondence at least 14 days before the desired date of appearance.

Approval of Minutes — Board Meeting of April 19, 2013
SJVIA Staff Change (A)

Authorization of the Release of Proposals and Execution of Participation
Agreement(s)(A)

Approval of Amendment No. 3 to the Anthem Blue Cross Administrative
Service Agreement (PPO), Anthem Blue Cross Group Benefit Agreement

(HMO) and Funding Provision Minimum Premium Agreements (HMO)
(A)

Approval of 2013 HM Life Specific and Aggregate Stop Loss Policy and
Amendment No. 1 (A)

Extension of Agreements with Chimienti & Associates and Gallagher
Benefit Services one-year through December 31, 2014 (A).

11.| Receive and File Report on Retiree Pool Options (A)

In compliance with the Americans with Disabilities Act, if you need special assistance to participate in this meeting,
please contact the SJVIA Manager at 600-1810 or the Assistant SJVIA Manager at 636-4900. Notification 48 hours
prior to the meeting will enable staff to make reasonable arrangements to ensure accessibility. Documents related to
the items on this Agenda submitted to the Board after distribution of the Agenda packet are available for public
inspection at the County of Fresno plaza Building, 2220 Tulare St, 14t Floor, Fresno, CA during normal business
hours. All documents are also posted online to www.sjvia.org.
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Receive and File Preliminary January 1, 2014 health plan renewal. (I)

13.| Receive and File Reports for Third Quarter Financial Statements and
Investment Activity(I)

14.| Receive and File SJVIA Executive Claims Summary through May 2013
(I)

15.| Receive and File Report on Wellness Activities (I)
16. Directors Reports. (I)

17. Adjournment

In compliance with the Americans with Disabilities Act, if you need special assistance to participate in this meeting,
please contact the SJVIA Manager at 600-1810 or the Assistant SJVIA Manager at 636-4900. Notification 48 hours
prior to the meeting will enable staff to make reasonable arrangements to ensure accessibility. Documents related to
the items on this Agenda submitted to the Board after distribution of the Agenda packet are available for public
inspection at the County of Fresno plaza Building, 2220 Tulare St, 14t Floor, Fresno, CA during normal business
hours. All documents are also posted online to www.sjvia.org.
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1. Call to Order
Meeting was called to order by President Vander Poel at 9:04am.
2. Roll Call

Roll was called by Brittany Howell, Gallagher Benefit Services. In
attendance were Director Borgeas, Director Ennis, and Director Vander
Poel. Director Steve Worthley was in attendance as an alternate.
Director Case was not present at the time of roll but arrived at 9:08am.

3. Approval of Agenda

President Vander Poel asked if there were any additions or corrections
to the agenda. Jeff Cardell, SUVIA Manager, pointed out an error in the
date on agenda item 5 which should be revised to February 1, 2013.
Director Ennis moved to approve the agenda with the correction on the
item 5; the motion was seconded by Director Worthley. The motion
passed unanimously.

4. Public Comment: At this time, members of the public may comment on
any item, within the jurisdiction of the SJVIA, not appearing on the
agenda. In order for everyone to be heard, please limit your comments
to 3 minutes or less. Anyone wishing to be placed on the agenda for a
specific topic should contact the SJVIA Manager’s Office and submit
correspondence at least 14 days before the desired date of appearance.

President Vander Poel opened the meeting for public comment.

In compliance with the Americans with Disabilities Act, if you need special assistance to participate in this meeting,
please contact the SJVIA Manager at 600-1810 or the Assistant SJVIA Manager at 636-4900. Notification 48 hours
prior to the meeting will enable staff to make reasonable arrangements to ensure accessibility. Documents related to
the items on this Agenda submitted to the Board after distribution of the Agenda packet are available for public
inspection at the County of Fresno plaza Building, 2220 Tulare St, 14t Floor, Fresno, CA during normal business
hours. All documents are also posted online to www.sjvia.org.
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Margee Fallert, City of Tulare Administrative Services Director,
informed the Board of the City’s concern for their Pre-65 Retiree pool.
Currently the City’s early retirees are unblended from the actives.
There are approximately 15 retirees on the plan and they are paying
approximately $1,000 for single coverage. When joining SJVIA the City
expressed a desire to create a larger retiree pool in order to lower the
rates. The City would like these discussions regarding the Pre-65
program to begin among the Staff and Board Members as well as
working on an actuarial study.

5. Approval of Minutes — Board Meeting of February 1, 2013

Director Ennis moved to approve the February 1, 2013 Meeting
Minutes, the motion was seconded by Director Worthley. The motion
passed unanimously.

6. Receive and File Third Quarter Financial Statements and Investment
Activity (I)

Joseph Nuttman, ACTTC from Fresno County, gave a detailed overview
of the quarterly financial reports. For the current quarter, the Revenue
and Expenses Report shows that revenue is higher than budget and
fixed costs are lower than budget. In addition, claims expenses are
lower than budget. He pointed out a new section on the report which
reflects Premium Expenses for Delta Dental and Vision Service Plan
and both are running at lower than budget.

In compliance with the Americans with Disabilities Act, if you need special assistance to participate in this meeting,
please contact the SJVIA Manager at 600-1810 or the Assistant SJVIA Manager at 636-4900. Notification 48 hours
prior to the meeting will enable staff to make reasonable arrangements to ensure accessibility. Documents related to
the items on this Agenda submitted to the Board after distribution of the Agenda packet are available for public
inspection at the County of Fresno plaza Building, 2220 Tulare St, 14t Floor, Fresno, CA during normal business
hours. All documents are also posted online to www.sjvia.org.
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7. Receive and File SJVIA Executive Claims Summary through February
2013 ()

Alan Thaxter, Gallagher Benefit Services, gave a detailed overview of the
claims summary. He pointed out the enrollment on page 5 which now
includes the new entities, City of Tulare and City of Ceres, as well as
the County of Tulare’s HMO plan. In addition, page 8 reflects the total
premium year to date and reserves thus far. He went on to explain that
this reserve account is set aside for claims to be paid if the plan were
ever to be terminated (incurred but not yet reported, IBNR). In
addition, he pointed out that City of Ceres claims are not mature claims
as they joined SJVIA this year.

8. Authorization of the Release of Proposals and Execution of Participation
Agreement(s) (A)

Paul Nerland, SJVIA Assistant Manager, asked for the approval to
release illustrative proposals as well as participation agreements to
those entities who are interested in joining SJVIA, specifically City of
Sanger, City of Hanford, City of Shafter, City of Madera, City of Sonora,
Amador Water District and San Joaquin Valley Air Pollution Control
District. Of these entities, City of Sanger is highly likely to join SJVIA
effective July 1, 2013. City of Hanford is very interested in joining
SJVIA effective January 1, 2014 but they are currently with CalPERS
and are still waiting for that renewal to be released.

Director Case mentioned the fact that CalPERS includes all Retirees in
their plan thus making it higher in cost and wondered how this might
affect groups trying to leave that plan to join SJVIA. She asked if this

In compliance with the Americans with Disabilities Act, if you need special assistance to participate in this meeting,
please contact the SJVIA Manager at 600-1810 or the Assistant SJVIA Manager at 636-4900. Notification 48 hours
prior to the meeting will enable staff to make reasonable arrangements to ensure accessibility. Documents related to
the items on this Agenda submitted to the Board after distribution of the Agenda packet are available for public
inspection at the County of Fresno plaza Building, 2220 Tulare St, 14t Floor, Fresno, CA during normal business
hours. All documents are also posted online to www.sjvia.org.
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might create an opportunity to form a Post 65 Retiree plan or research
what that may look like. Alan Thaxter suggested that Gallagher could
find a more cost effective Post 65 solution for these entities who are
leaving CalPERS and may need this option. This would also eliminate
the GASB liability for the SJVIA on these Retirees.

Director Ennis moved to approve the Release of Proposals and
Execution of Participation Agreements; the motion was seconded by
Director Case. The motion passed unanimously.

9. Approve Amended & Restated JPA Agreement to Allow the Addition of
the Central San Joaquin Valley Risk Management Authority as a
Member of the San Joaquin Valley Insurance Authority (A)

Jeff Cardell, SJVIA Manager, explained the desire of the CSUVRMA to
join SJVIA as a separate pool and asked for approval to amend the JPA
Agreement to allow for this change. He stated that the RMA has gone
through an extensive review process and will be making a
recommendation to the Board of Directors in June to join SJVIA as a
member entity. The benefit for SJVIA is that we are gaining a partner
in the marketing efforts for SJVIA and essentially gaining membership.
In addition, the RMA will benefit from this arrangement as the
participating cities will be able to achieve a better rate by pooling their
experience collectively rather than individually.

Director Case asked if the RMA joining SJVIA as a separate pool would
hurt other entities joining SJVIA. Bruce Caldwell explained this
probably would not happen due to the shared risk model that is in
place currently because this model takes into account each entity’s

In compliance with the Americans with Disabilities Act, if you need special assistance to participate in this meeting,
please contact the SJVIA Manager at 600-1810 or the Assistant SJVIA Manager at 636-4900. Notification 48 hours
prior to the meeting will enable staff to make reasonable arrangements to ensure accessibility. Documents related to
the items on this Agenda submitted to the Board after distribution of the Agenda packet are available for public
inspection at the County of Fresno plaza Building, 2220 Tulare St, 14t Floor, Fresno, CA during normal business
hours. All documents are also posted online to www.sjvia.org.
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experience but not at 100%. This allows the risk to be balanced
between the participating entities.

Director Worthley moved to approve the Amended and Restated JPA
Agreement, the motion was seconded by Director Ennis. The motion
passed unanimously.

Results of the SJVIA Health Evaluations for 2013 (I)

Katie Nyby, Health and Wellness Consultant for Delta Health Systems,
gave a detailed overview of the wellness results. The results showed a
small decline in the participation from 2012 to 2013. Of those who
participated this year, only 38% of the population who participated in
2012 returned. The top risk areas identified were high blood pressure,
diabetes, liver conditions and high cholesterol. The average BMI was at
the low end of obesity for females and high end of obesity for males.
Approximately 57% of members were referred to a doctor however not
all were critical. Alan Thaxter asked if benchmarking book of business
or national averages can be added to the report.

Ms. Nyby went on to explain that in their book of business,
participation is much higher when the employer offers an incentive to
the wellness program. When there is zero incentive from the employer,
Delta Health has found around 25% of the population will participate.
Alternatively, participation moves to approximately 50% when there is
an incentive from the employer. Director Vander Poel and Director
Case agreed that SJVIA should consider moving forward in that
direction by adding an incentive to the wellness program. In addition,
Director Case suggested offering a second window for members to

In compliance with the Americans with Disabilities Act, if you need special assistance to participate in this meeting,
please contact the SJVIA Manager at 600-1810 or the Assistant SJVIA Manager at 636-4900. Notification 48 hours
prior to the meeting will enable staff to make reasonable arrangements to ensure accessibility. Documents related to
the items on this Agenda submitted to the Board after distribution of the Agenda packet are available for public
inspection at the County of Fresno plaza Building, 2220 Tulare St, 14t Floor, Fresno, CA during normal business
hours. All documents are also posted online to www.sjvia.org.
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participate in the program who were not able to take part earlier this
year.

Funding Request for Wellness Activities (A)

Jeff Cardell gave some details on the Walking Challenge conducted last
year between County of Tulare and County of Fresno. He explained the
poor quality of pedometers received from the carriers last year and
expressed the desire to purchase higher quality pedometers for each
entity using SJVIA wellness funds for the Walking Challenge that will
take place in May.

Director Worthley moved to approve the funding request, the motion
was seconded by Director Ennis. The motion passed unanimously.

Revised Underwriting Guidelines (A)

Alan Thaxter gave details behind the underwriting guideline revisions
and mentioned that the revisions are standard to all carrier
underwriting guidelines. As we begin marketing to new groups,
guidelines will be revised from time to time in order to keep SJVIA in
the correct position as well as protect from adverse selection. Some of
the revisions include added language in the guideline requirements, a
surcharge added for some of the smaller groups and minor revisions to
the stop loss coverage amounts for these smaller entities.

Director Worthley moved to approve the underwriting guidelines, the
motion was seconded by Director Case. The motion passed
unanimously.

In compliance with the Americans with Disabilities Act, if you need special assistance to participate in this meeting,
please contact the SJVIA Manager at 600-1810 or the Assistant SJVIA Manager at 636-4900. Notification 48 hours
prior to the meeting will enable staff to make reasonable arrangements to ensure accessibility. Documents related to
the items on this Agenda submitted to the Board after distribution of the Agenda packet are available for public
inspection at the County of Fresno plaza Building, 2220 Tulare St, 14t Floor, Fresno, CA during normal business
hours. All documents are also posted online to www.sjvia.org.

A = Action Item I = Information Item 6



€ SJVIA

San Joaquin Valley MINUTES

Insurance Authority

Meeting Location:
Tulare County
Human Resource and

Development Test Room
2900 W Burrel
Visalia, CA
April 19, 2013 9:00 AM

13. Directors Reports. (I)
There were no reports.

14. Adjournment

BOARD OF DIRECTORS
ANDREAS BORGEAS
JUDITH CASE
MIKE ENNIS
ALLEN ISHIDA
PHIL LARSON

DEBORAH POOCHIGIAN
PETE VANDER POEL

Meeting was adjourned at 10:34am by President Pete Vander Poel.

In compliance with the Americans with Disabilities Act, if you need special assistance to participate in this meeting,
please contact the SJVIA Manager at 600-1810 or the Assistant SJVIA Manager at 636-4900. Notification 48 hours
prior to the meeting will enable staff to make reasonable arrangements to ensure accessibility. Documents related to
the items on this Agenda submitted to the Board after distribution of the Agenda packet are available for public
inspection at the County of Fresno plaza Building, 2220 Tulare St, 14t Floor, Fresno, CA during normal business

hours. All documents are also posted online to www.sjvia.org.
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STEVE WORTHLEY

AGENDA DATE: July 26, 2013

ITEM NUMBER: 6

SUBJECT: SJVIA Staff Change

REQUEST(S): That the Board of Directors Appoint Paul Nerland as

the SJVIA Manager and Rhonda Sjostrom as the
Interim SJVIA Assistant Manager effective July 26,
2013.

DESCRIPTION:

Pursuant to the Joint Exercise of Powers Agreement creating the San Joaquin
Valley Insurance Authority, certain staff members shall be appointed to serve
at the pleasure of the Board of Directors. The Agreement reads that the SJVIA
Manager shall be either the Humans Resources Director of the County of
Tulare (COT) or the Director of Personnel Services or Employee Benefits
Manager at the County of Fresno (COF).

At the November 9, 2012 meeting, your board appointed Jeffrey Cardell and
Paul Nerland as Manager and Assistant Manager, respectively for a two year
term as specified in the JPA Agreement. Recently, Jeffrey Cardell has
accepted a position with another public entity and will no longer be serving as
the Human Resources Director for the County of Tulare. As a result, today’s
recommendation is to appoint Paul Nerland as SJVIA Manager and Rhonda
Sjostrom as Interim Assistant Manager to the SJVIA as she will fill the position
as Interim Human Resource Director for the County of Tulare. Ms. Sjostrom



AGENDA: San Joaquin Valley Insurance Authority

DATE: July 26, 2013

and Mr. Nerland will share the administrative responsibility required to oversee
the SJVIA.

FISCAL IMPACT /FINANCING:

None at this time.
ADMINISTRATIVE SIGN-OFF:

Oppry VComert 2t n ]

Jeffrey Cardell Paul Nerland
SJVIA Manager Assistant SJVIA Manager




BEFORE THE BOARD OF DIRECTORS
SAN JOAQUIN VALLEY INSURANCE
AUTHORITY

IN THE MATTER OF SJVIA Staff Change

RESOLUTION NO.
AGREEMENT NO.

UPON MOTION OF DIRECTOR , SECONDED BY
DIRECTOR , THE FOLLOWING WAS ADOPTED BY

THE BOARD OF DIRECTORS, AT AN OFFICIAL MEETING HELD
, BY THE FOLLOWING VOTE:

AYES:

NOES:
ABSTAIN:
ABSENT:

ATTEST:

BY:

* % % k% k% % % %k % % *x *x X% k% * % % *

That the Board of Directors Appointed Paul Nerland as the SJVIA Manager and
Rhonda Sjostrom as the Interim SJVIA Assistant Manager effective July 26,
2013.
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AGENDA DATE: July 26, 2013
ITEM NUMBER: 7
SUBJECT: Authorization of the Release of Proposals and

Execution of Participation Agreement(s)

REQUEST(S): That the Board of Directors approve the release of
proposals for the Cities of Taft and Gustine and
authorize the Board President to execute related
participation agreements.

DESCRIPTION:

On November 5, 2010, to allow for growth of the SJVIA, your Board approved
Member Underwriting Guidelines and the SJVIA Growth Implementation and
Marketing Plan. These documents provide the framework for the prudent
growth of the SJVIA which will facilitate fixed cost reductions and pricing
stability over time.

Gallagher Benefit Services (GBS), at the direction of SJVIA Staff, has since
undertaken marketing efforts to identify and make contact with prospective
member entities to consider joining the JPA. Attached is an exhibit that shows
the extent of these marketing efforts.

The Underwriting Committee has reviewed the proposals and seeks to release
illustrative proposals to the Cities of Taft and Gustine.



AGENDA: San Joaquin Valley Insurance Authority

DATE: July 26, 2013

Contingent upon acceptance and approval of the respective entities governing
bodies it is recommended that the Board authorize the Board President to
execute the participation agreement(s).

FISCAL IMPACT /FINANCING:

None at this time. If any of the entities join the SJVIA the budget will be
adjusted accordingly.

ADMINISTRATIVE SIGN-OFF:

qg_,HAu}:\CawLW —F. 2 N0 J

Jeffrey Cardell Paul Nerland
SJVIA Manager Assistant SJVIA Manager




BEFORE THE BOARD OF DIRECTORS
SAN JOAQUIN VALLEY INSURANCE
AUTHORITY

IN THE MATTER OF Authorization of the Release of Proposals and Execution
of Participation Agreements.

RESOLUTION NO.
AGREEMENT NO.

UPON MOTION OF DIRECTOR , SECONDED BY
DIRECTOR , THE FOLLOWING WAS ADOPTED BY
THE BOARD OF DIRECTORS, AT AN OFFICIAL MEETING HELD
___,BY THE FOLLOWING VOTE:

AYES:

NOES:
ABSTAIN:
ABSENT:

ATTEST:

BY:

* * % k% k% k% % % % *x Kk *x * * k% % % *

That the Board of Directors approved releasing proposals for the Cities of Taft
and Gustine and authorized the Board President to execute related
participation agreements.
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San Joaquin Valley
Insurance Authority

New Member Activity

MEMBER GROUPS:

o U A W N R

City:

Ceres
Sanger
Shafter
Tulare
Waterford

San Joaquin

Status to Date:
Joined SIVIA
Joined SIVIA
Joined SIVIA
Joined SIVIA
Joined SIVIA
Joined SIVIA

Effective
Jan-13
Jul-13
Jul-13
Jul-12
Jun-13
Jul-13

TOTAL

EE's
115
105
60
334
12
15

641

ACTIVE PROSPECTIVE NEW MEMBERS:

© 00 N O U1 A W N P

I S
w N B O

Lathrop

Dos Palos
County of Glenn
Hanford
Reedley
Gustine

Huron

Kerman
Atwater

Taft

Port of Stockton
City of Selma

Hollister

Status to Date:
Active
Active
Active
Active
Active
Active
Active
Active
Active
Active
Active
Active

Active

Effective
January
August
January
January
January
July

July

July
January
September
January
January

January

EE's Quote request 2013

78
17
401
100
115
17
15
53
150
48
68
79
117

Stacy
Stacy
Alan/Justin
Mark
LeRoy
Stacy
Stacy
Stacy
Stacy
Stacy
Alan/Justin
Stacy
Stacy

Presentation Due:
Quote due: 4/22/2013
Quote Delivered
Quote Due 5/13/13
Quote Delivered
Quote Delivered
Quote Delivered
Quote due: 4/22/2013
Quote Delivered
Need More Data
Quote due: 5/30/2013
Quote Due: 4/22/2013
Quote Due: 7/12/2013

Quote due: Need info

11-Jun-13
21-May-13
N/A
26-Apr-13
1-Jun-13
2-May-13
14-May-13
24-May-13

19-Jun-13
N/A

Committee Approved

Committee Approved

Committee Approved
Committee Approved
Committee Approved
Committee Approved

Committee Approved

Committee Approved

Meeting Set 2013 SJVIA Committee Approval SJVIA Board Approval

Board Approved

Board Approved
Board Approved

Board Approved

Page 1

Decision 2013
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San Joaquin Valley
Insurance Authority

New Member Activity

RECEIVED SJVIA PROPOSAL BUT ELECTED NOT TO JOIN:

Status to Date: Effective EE's Quote request 2013 Presentation Due: Meeting Set 2013 SJVIA Committee Approval SJVIA Board Approval Decision 2013
1 City of Madera Declined for 2013 July 246 Keenan Quote Delivered 2-May-13 Committee Approved Board Approved No
2  Clovis Declined for 2013 January 384 Keenan Quote Delivered No
3 Corcoran Declined for 2013 July 60 LeRoy Quote Delivered No
4  Delano Declined for 2013 July 197 Alan Quote Delivered No
5 Escalon Declined for 2013 Jan 23 Stacy Quote Delivered No
6 Mendota Declined for 2013 May 28 Mark Quote Delivered No
7 Riverbank Declined for 2013 July 45 LeRoy Quote Delivered No
8  SJV Air Pollution Ctrl. Declined for 2013 January 269 Mark Quote Delivered Committee Approved Board Approved No
9  Sonora Declined for 2013 June 35 Stacy Quote Delivered 15-Apr-13 Committee Approved Board Approved No

CONTACTED OR EXPRESSED INTEREST BUT DID NOT PROVIDE SUFFICIENT DATA TO QUOTE:

Status to Date: Effective EE's Quote request 2013 Presentation Due: Meeting Set 2013 SJVIA Committee Approval SJVIA Board Approval Decision 2013

1  County of Madera Declined for 2013 December 28 Mark No

2 Amador Water Dist. Active- Quoting January? Mark/Justin Quote Delivered Committee Approved Board Approved No

3 County of Stanislaus Active- Quoting January? Mark Inactive
4 Arvin Inactive January 45 Stacy Inactive
5  Avenal Inactive October 47 Stacy Inactive
6 Chowchilla Inactive June 44 Stacy Inactive
7 Dinuba Inactive July 122 Stacy Inactive
8 Exeter Inactive February 38 Stacy Inactive
9 Firebaugh Inactive January 37 Stacy Inactive
10 Fowler Inactive September 20 Stacy Inactive
11  Kingsburg Inactive Feb 45 Stacy Inactive
12 Newman Inactive January 29 Stacy Inactive
13  Orange Cove Inactive July 37 Stacy Inactive
14 Ripon Inactive January 88 Stacy Inactive
15 Tehachapi Inactive January 50 Stacy Inactive
16 Wasco Inactive January 54 Stacy Inactive
17 Woodlake Inactive December 28 Stacy Inactive

Page 2 July 26, 2013
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AGENDA DATE: July 26, 2013
ITEM NUMBER: 8
SUBJECT: Approval of Amendment 3 to the Anthem Blue Cross

Administrative Service Agreement (PPO), Anthem Blue
Cross Group Benefit Agreement (HMO) and Funding
Provision Minimum Premium Agreements (HMO)

REQUEST(S): That the Board approve Amendment 3 to the Anthem
Blue Cross Administrative Services Only Agreement
(PPO), Anthem Blue Cross Group Benefit Agreement
(HMO) and Funding Provision Minimum Premium
Agreements (HMO) and authorize the SJVIA Board
President to execute the agreements.

DESCRIPTION:

The 2013 Anthem Blue Cross Contracts for Administrative services for the PPO
plans as well as the 2013 Minimum Premium Agreement for the HMO plan
have been reviewed and approved by SJVIA Counsel, SJVIA Staff and Gallagher
Benefit Services. These contracts are ready for approval by the SJVIA Board
and execution by the SJVIA Board President. The primary difference between
the 2012 and 2013 agreements is the addition of new groups to the HMO plan
has resulted in additional funding provisions to recognize the demographic
and geographical impacts for each group. Specifically, the County of Tulare
and the City of Ceres began participating in the SJVIA HMO plan effective
January 1, 2013. Costs referenced in this agreement are consistent with rates
that are already incorporated in the approved 2013 SJVIA health rates.



AGENDA: San Joaquin Valley Insurance Authority

DATE: July 26, 2013

Agreement

Summary of Services

2013 Anthem Blue Cross
Minimum Premium
Master/Funding
Agreements

This Agreement governs the banking
and claims liability for the HMO
program. Due to multiple factors
reviewed in the underwriting processes,
groups participating in the HMO may
receive pricing different from the core
HMO participant, the County of Fresno.
Separate Funding Agreements are
included for County of Fresno, County
of Tulare, and City of Ceres. Additional
documents for groups added to follow
as required.

2013 Anthem Blue Cross
HMO Group Benefit
Agreement

This Agreement governs the HMO
program and specifies eligibility, rates,
payment terms. This document also
contains the evidence of coverage and
disclosure forms that are issued to all
participants covered by this agreement.
This document does not require
signature but is referenced in the

Minimum Premium Funding
Agreement.
2013 Amendment 3 to Anthem Blue Cross provides

the Anthem
Administrative Services
Agreement

administrative services for the PPO
plans for the SJVIA. Anthem
adjudicates and pays claims to
providers for the 7 PPO plans the SJVIA
offers. In addition to Anthem’s
administrative services, this contract
also provides access to the Anthem
Blue Cross network of providers. This
amendment updates the contract with
current rates and other contract
provisions.




AGENDA: San Joaquin Valley Insurance Authority
DATE: July 26, 2013

FISCAL IMPACT /FINANCING:

None at this time.

ADMINISTRATIVE SIGN-OFF:

Oty Lot == nd.

Jeffrey Cardell Paul Nerland
SJVIA Manager Assistant SJVIA Manager



BEFORE THE BOARD OF DIRECTORS
SAN JOAQUIN VALLEY INSURANCE
AUTHORITY

IN THE MATTER OF Approval of Amendment 3 to the Anthem Blue Cross
Administrative Service Agreement (PPO), Anthem Blue Cross Group Benefit
Agreement (HMO) and Funding Provision Minimum Premium Agreement (HMO)

RESOLUTION NO.
AGREEMENT NO.

UPON MOTION OF DIRECTOR , SECONDED BY
DIRECTOR , THE FOLLOWING WAS ADOPTED BY
THE BOARD OF DIRECTORS, AT AN OFFICIAL MEETING HELD
___, BY THE FOLLOWING VOTE:

AYES:

NOES:
ABSTAIN:
ABSENT:

ATTEST:

BY:

* * % k% k% % % % % *x Kk *x % k% % % % *

That the Board Approved Amendment 3 to the Anthem Blue Cross
Administrative Services Only Agreement (PPO), Anthem Blue Cross Group
Benefit Agreement (HMO) and Funding Provision Minimum Premium
Agreement (HMO) and authorized the SJVIA Board President to execute the
agreements.



AMENDMENT 3 TO THE
ADMINISTRATIVE SERVICES AGREEMENT
WITH
San Joaquin Valley Insurance Authority

This is an Amendment to the Administrative Services Agreement as of January 1, 2013. This Amendment shall
supplement and amend the Agreement between Plan Sponsor and Anthem Blue Cross Life and Health Insurance
Company. If there are any inconsistencies between the terms of the Agreement and this Amendment, the terms of
this Amendment shall control.

1.

The definition "PERFORMANCE PAYMENTS" is deleted in its entirety and replaced by the following:

PERFORMANCE PAYMENTS. If a Provider or Vendor participates in any Anthem program in which
performance incentives, rewards or bonuses ("Performance Payments") are paid based on the achievement
of certain goals, outcomes or performance standards adopted by Anthem (collectively, "Performance
Targets"), Paid Claims shall also include the amount of such Performance Payments. Such Performance
Payments may be charged to Plan Sponsor on a per Claim, lump sum, per Subscriber, per Member, or a
pro-rata apportionment basis. The amount charged to Plan Sponsor may be greater than the amount
actually paid to any one particular Provider or Vendor pursuant to the terms of the contract with such
Provider or Vendor. Anthem shall retain the difference, if any, between the amount invoiced to Plan
Sponsor and the amount paid to any Provider or Vendor as a fee Anthem charges to oversee such
programs. In no event shall the amount charged to Plan Sponsor be greater than its proportionate share of
total Performance Payments

The Agreement is expanded to include Article 2 - Administrative Services Provided by Anthem, as
follows:

y) Anthem will provide Plan Sponsor with Plan information and assistance necessary for the
preparation of the Plan's Summary of Benefits and Coverage ("SBC") related to the
elements of the Plan that Anthem administers. Plan Sponsor is solely responsible for
ensuring that the SBC accurately reflects the benefits Plan Sponsor will offer and for
finalizing and distributing the SBC to Subscribers. Notwithstanding the provisions in
Article 18(a), if Plan Sponsor's open enrollment period is at a time other than 30 days prior
to the end of an Agreement Period, Plan Sponsor agrees to provide Anthem with any
changes to the benefits Anthem administers at least 60 days prior to the start of the open
enrollment period.

Paragraph c of Article 13 - Recovery Services is deleted in its entirety and replaced by the following:

c) Notwithstanding any other provision of this Article 13, Anthem will periodically perform audits of
Provider and Vendor contracts and other Claims audits to determine if Claims were accurately paid.
Anthem shall have authority to enter into a settlement or compromise regarding these audits,
including, but not limited to, the right to reduce future reimbursement to Provider or Vendor in lieu
of a lump sum settlement. If Anthem conducts an audit and makes a recovery as a result of such
audit of Claims accuracy, then Anthem shall provide Plan Sponsor a credit, after a reduction of third
party vendor fees or costs, if any. Anthem shall credit Plan Sponsor a proportionate share of the
net recovery equal to the ratio of (1) total Members’ Paid Claims to such Provider or Vendor for the
audit period, to (2) total payments made to such Provider or Vendor for all of Anthem’s business
during the audit period. Notwithstanding the above, Anthem shall retain any recoveries made from
a Provider or Vendor resulting from any audits if the cost to administer the refund is likely to exceed
the total recovery from the Provider or Vendor.
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4. Schedule A is replaced by the attached Schedule A.

5. Schedule B is replaced by the attached Schedule B.

Anthem Blue Cross Life and Health
Insurance Company

iy

By: Pam Kehaly

Title: President and General Manager

Date:  November 26, 2012
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SCHEDULE A
TO
ADMINISTRATIVE SERVICES AGREEMENT
WITH
SAN JOAQUIN VALLEY INSURANCE AUTHORITY

This Schedule A shall govern the Agreement Period from January 1, 2013 through December 31, 2013. For
purposes of this Agreement Period, this Schedule shall supplement and amend the Agreement between the Parties.
If there are any inconsistencies between the terms of the Agreement including any prior Schedules, and this
Schedule A, the terms of this Schedule A shall control.

Section 1. Effective Date and Renewal Notice

This Agreement Period shall be from 12:01 a.m. January 1, 2013 to the end of the day of December 31,
2012.

Paid Claims shall be processed pursuant to the terms of this Agreement when incurred and paid as follows:

Incurred from December 1, 2009 through December 31, 2013 and
Paid from January 1, 2013 through December 31, 2013.

Anthem Blue Cross Life and Health shall provide any offer to renew this Agreement at least 120 days prior
to the end of an Agreement Period.

Section 2. Broker or Consultant Base Compensation

Not Applicable

Section 3. Fees

A.

Administrative Services Fee

PPO Plan Composite $27.53 per Subscriber per month

Lumenos Plan Composite $27.53 per Subscriber per month

Article 3(a) Retroactive Adjustments to Enrollment.

Anthem Blue Cross Life and Health shall credit Administrative Services Fees for each retroactive deletion up
to a maximum of 60 days and shall charge Administrative Services Fees for each retroactive addition up to a
maximum of 60 days.

B. Optional Program Fees
Not Applicable

C. Other Fees or Credits
Conversion right to an individual insured policy upon termination of coverage. Anthem Blue Cross Life and
Health shall have no obligation to provide conversion rights in instances in which this Agreement is
terminated for failure to pay any amounts due under this Agreement. The fee shall be:$1,500 per Member
conversion

Section 4. Paid Claims, Billing Cycle and Payment Method

A. Claims also include the following amounts or charges:

NCN When Anthem Blue Cross Life and Health, in its discretion, forwards a non-Network Provider Claim to
NCN to negotiate with the non-Network Provider, Plan Sponsor will pay a fee equal to 40% of the difference
between the non-Network Provider's Billed Charges and the amount Anthem Blue Cross Life and Health
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uses to calculate Plan liability for the Covered Services (the "Plan Liability Amount”). In the case of hospital
or facility Provider Claims in non-Anthem Blue Cross Life and Health or non-Anthem Blue Cross Life and
Health Affiliate states, if negotiations are successful, the Plan Liability Amount will be based on the
negotiated rate. If negotiations are not successful, the Plan Liability Amount shall be determined using
NCN's Data iSight tool if Data iSight pricing is lower than Host Blue pricing. If Data iSight pricing is not lower
than Host Blue pricing, the Plan Liability Amount will be determined based on Host Blue pricing and there
will be no fee charged. In the case of professional Provider Claims in all states, and/or hospital or facility
Provider Claims in Anthem Blue Cross Life and Health states or Anthem Blue Cross Life and Health Affiliate
states, if negotiations are successful the Plan Liability Amount will be based upon NCN's negotiated rate. |If
negotiations are not successful, there will be no fee charged as the Plan Liability Amount will be determined
based on Host Blue pricing.

B. Billing Cycle
Refer to the Banking Arrangement Schedule of this Agreement.

C. Payment Method
Refer to the Banking Arrangement Schedule of this Agreement.

Section 5. Administrative Services Fee Billing Cycle and Payment Method

A. Billing Cycle
Monthly List Bill (pay as billed)
Anthem Blue Cross Life and Health shall notify Plan Sponsor of the amount due to Anthem Blue Cross Life
and Health pursuant to Section 3 of Schedule A according to the billing cycle described above. The actual
date of notification of amounts due and the Invoice Due Date will be determined according to Anthem Blue
Cross Life and Health's regular business practices and systems capabilities.

B. Payment Method
Check Reimbursement. Plan Sponsor shall provide the amount due by check to Anthem Blue Cross Life
and Health through a designated lockbox address as designated on the Administrative fee billing coupon.
The check shall be made in accordance with any policies and regulations of the bank necessary to assure
that the deposit is credited to Anthem Blue Cross Life and Health's account no later than the next business
day.

Section 6. Claims Runout Services

A. Claims Runout Period
Claims Runout Period shall be for the 12 months following the date of termination of this Agreement.

B. Claims Runout Administrative Services Fees
Claims Runout Administrative Services Fee will be equal to 6% of Claims processed and paid by Anthem
Blue Cross Life and Health or through the Inter-Plan Programs.

Section 7. Other Amendments. The Administrative Services Agreement is otherwise amended as

follows:

BlueCard Program, Other Inter-Plan Programs and Non-Network Provider Fees

As described in Article 15, certain fees and compensation may be charged each time a Claim is processed
through the BlueCard Program, other Inter-Plan Programs, including Negotiated National Account
Arrangements, and non-participating Provider Claims. The extent to which they are (i) included in the
Administrative Services Fee; or (ii) included in Paid Claims or separately billed to Plan Sponsor is as
follows:
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Included in Administrative Services Fee:

Negotiated National Account Arrangement administrative and/or network access fee. It may be based on
either a per Claim, per Subscriber per month or per Member per month basis.

BlueCard Program toll-free number fee
BlueCard Program PPO health care provider directory fee

Included in Paid Claims or separately billed to Plan Sponsor:

Access fee, which is a percentage of the discount/differential Anthem Blue Cross Life and Health, receives
from the Host Blue, based on the current rate in accordance with the BlueCard Program's standard
procedures for establishing the access fee rate. The access fee will not exceed $2,000 for any Claim.

Administrative expense allowance fee ("AEA")
Central Financial Agency fee
ITS transaction fee

Non-Network Provider Claim fees, which include, but are not limited to (administrative expense allowance
fees) (Central Financial Agency Fees) and (ITS Transaction Fees)

Notice of Loss of Grandfathering Status

In the event Plan Sponsor maintains a grandfathered health plan(s), as that term is used in the Patient
Protection and Affordable Care Act ("PPACA"), Plan Sponsor shall not make any changes to such plan(s),
including, but not limited to, changes with respect to Plan Sponsor contribution levels, without providing
Anthem Blue Cross Life and Health with advance written notice of the intent to change such plan(s). Making
changes to grandfathered plans without notice to Anthem Blue Cross Life and Health may result in the
plan(s) losing grandfathered status and significant penalties and/or fines to Plan Sponsor and Anthem Blue
Cross Life and Health. In the event Plan Sponsor implements changes to its plan(s) and does not provide
advance notice to Anthem Blue Cross Life and Health, Plan Sponsor agrees to indemnify Anthem Blue
Cross Life and Health according to the indemnification provisions set forth elsewhere in this Agreement for
any penalties, fines or other costs assessed against Anthem Blue Cross Life and Health.

Additionally, at each renewal after September 23, 2010, Plan Sponsor shall affirm in writing, upon

reasonable request of Anthem Blue Cross Life and Health, that it has not made changes to its plan(s) that
would cause the plan(s) to lose its/their grandfathered status.

Anthem Blue Cross Life and Health Insurance Company

Sy

By: Pam Kehaly

Title:  president and General Manager

Date:  November 26, 2012
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SCHEDULE B
TO
ADMINISTRATIVE SERVICES AGREEMENT
WITH
SAN JOAQUIN VALLEY INSURANCE AUTHORITY

This Schedule B shall govern the Agreement Period from January 1, 2013 through December 31, 2013. For the
purposes of this Agreement Period, this Schedule B shall supplement and amend the Agreement between the
Parties. If there are any inconsistencies between the terms of the Agreement including any prior Schedule and this
Schedule B, the terms of this Schedule B shall control.

SERVICES INCLUDED IN THE ADMINISTRATION FEE IN SECTION 3A OF SCHEDULE A

Management Services:

Anthem standard Benefits and administration, unless otherwise noted below::

— Anthem definitions, and exclusions

—  Anthem complaint and appeals process

—  Claims incurred and paid as provided in Schedule A

—  Accumulation toward plan maximums beginning at zero on effective date
—  Anthem Claim forms

— Standard ID card

—  Standard Explanation of Benefits

Acceptance of electronic submission of eligibility information in HIPAA-compliant format
Preparation of Benefits Booklet (accessible via internet)
Account reporting — standard data reports
Billing and Banking Services
- See Schedules A and C of this Agreement
Plan Design consultation
Employer eServices

— Add and delete Members

— Download administrative forms

- View Member Benefits and request ID cards
—  View eligibility

—  View Claim status and detail

Claims and Customer Services:

Claims processing services
Coordination of Benefits
Recovery Services
Medicare crossover processing
Complaint and appeals processing
e One mandatory level of appeal, one voluntary level of appeal
Employer customer service, standard business hours
Member customer service, standard business hours
1099s prepared and delivered to Providers

Residency-based assessments and/or surcharges and other legislative reporting requirements Member eServices

Prescription Benefit Services through PBM:
e  Mail Order pharmacy

e  Specialty Pharmacy Services
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Prescription eServices

—  Pharmacy locator
—  Online formulary

Point of sale claims processing

Mail order claims processing

Mail order call center with toll free number

Mail order regular shipping and handling

Standard management reports

Ad hoc reports (subject to additional programming charge if required)
Concurrent Drug Utilization Review (DUR) programs

Retrospective DURs

Administrative override (i.e., vacation, lost, stolen or spilled medications)
Clinical review

Pharmacy help desk with toll free number

Pharmacy audits (desk and onsite; routine, in depth or focused)

Health Care Management and 360° Health Services:

Health Care Management

— Referrals

Utilization management
Case management
Anthem Medical Policy

SpecialOffers

HealthCare Advisor

Care Comparison (where available)

Transplant services — Blues Distinction

Healthy Solutions Newsletter (available online)

MyHealth (Member Portal)

Electronic Health Risk Assessment
Personal Health Record
Online Communities

Member Alerts

360° Health Services (PPO Plans)

—  Core 5 Condition Care (inlcudes Asthma, Pulmonary Disease, Congestive Heart Failure, Coronary Artery

Disease, & Diabetes), Future Mom's, Complex Care, & 24/7 Nurseline (w/o promotion)

—  Bariatric Case Management

Networks:

Access to networks

—  Provider Network

— Mental Health/Substance Abuse Network

—  Coronary Services Network

— Human Organ and Tissue Transplant Network
—  Complex and Rare Cancer Network

—  Bariatric Surgery Network
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e  Cost Management/Quality improvement program

—  Credentialing
—  Hospital audit program
— Anthem standard Claims bundling edits

e  Anthem.com Provider directory

OPTIONAL PROGRAMS — FEES LISTED IN SECTION 3B, 3C OR 4A OF SCHEDULE A
In addition to the services listed above, Anthem agrees to provide all services that are listed in Schedule A and for

which Employer has agreed to pay a separate fee.

Anthem Blue Cross Life and Health
Insurance Company

ity

By: Pam Kehaly

Title:  president and General Manager

Date:  November 26, 2012
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Anthem. gy

BlueCross

ANTHEM BLUE CROSS HMO

GROUP BENEFIT AGREEMENT
(the agreement)

for

SAN JOAQUIN VALLEY INSURANCE AUTHORITY
(the group)

AGREEMENT EFFECTIVE DATE: December 10, 2012

BLUE CROSS OF CALIFORNIA, doing business under the trade name ANTHEM BLUE CROSS
("Anthem") agrees to provide the benefits of this agreement for enrolled members of the group. These
benefits are subject to all of the terms and conditions of this agreement.

To the extent not preempted by federal law or regulation, this agreement will be governed, interpreted
and enforced to remain in compliance with the laws of the state of California, along with applicable federal
statutes and regulations. Nothing contained in this agreement will be construed as Anthem doing
business in any state or jurisdiction in which it is not duly authorized.

This agreement has been approved by the officers of Anthem to become effective at 12:01 A.M. Pacific
Standard Time on the Agreement Effective Date shown above. Payment of the first monthly subscription
charges indicates the group’s acceptance of this agreement. It continues from month to month as long as
the required subscription charges are paid, unless it is terminated as described in GENERAL PROVISIONS:
CANCELLATION.

The change in Agreement Effective Date from the preceding agreement indicates a change in terms and
provisions and is thus a modification and continuation of the agreement between Anthem and the Group
to provide group benefits.

ey #if

President Secretary
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GENERAL PROVISIONS

AGREEMENT COMPONENTS
The entire agreement consists of:

1. these administrative pages, including any endorsements;

2. all Combined Evidence of Coverage and Disclosure Forms, including any amendments, which are
made a part of this agreement;

3. the application of the group; and

4. the individual applications, if any, of eligible persons.

This agreement does not include the charter or by-laws of Anthem.

LIABILITY FOR STATEMENTS

No statement made by the group, unless it appears on the written application or is fraudulent, will be used
in any contest of the coverage under this agreement. Statements made by the group shall not be
deemed warranties. After the coverage under this agreement has been in force for 24 months, no
statement will be used in any contest of the coverage under this agreement.

ENROLLMENT REQUIREMENTS

All of the persons eligible to be employees, who are not enrolled under another group-sponsored plan,
must be enrolled as employees under this agreement. If the number of employees enrolled falls below
either: (1) 75% of the persons eligible to enroll as employees; or (2) 40 employees, Anthem may cancel
or decline to renew this agreement. Anthem may also cancel or decline to renew this agreement if the
group has less than 51 eligible employees.

AGREEMENT CHANGES

No agent of Anthem may change this agreement or waive any of its contents. Anthem and the group may
change any of the provisions of this agreement at any time by mutual consent. Anthem may also change
this agreement as provided in 2 below.

No change in this agreement is valid unless the change is made in one of the following ways:

1. In the case of a written request by the group for a change, by an endorsement signed by the officers
of Anthem; and (b) accepted by the group as evidenced by its payment of the subscription charges
on and after the effective date of such change.

2. Inthe case of a change required by Anthem, by an endorsement that is: (a) signed by the officers of
Anthem; and (b) accepted by the group as evidenced by its payment of the subscription charges on
and after the effective date of such change. Anthem will give the group written notice of its intent to
make such a change at least 60 days in advance of its effective date.
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GENERAL PROVISIONS

CONTRACT LANGUAGE

In the event the group maintains a grandfathered health plan(s), as that term is used in the Patient
Protection and Affordable Care Act (“PPACA"), the group shall not make any changes to such plan(s),
including, but not limited to, changes with respect to employer contribution levels, without providing
Anthem with advance written notice of the intent to change such plan(s). Making changes to
grandfathered plans without notice to Anthem may result in the plan(s) losing grandfathered status and
significant penalties and/or fines to the group and Anthem. In the event the group implements changes to
its plan(s) and does not provide advance notice to Anthem, the group agrees to hold harmless Anthem
from any penalties, fines or other costs assessed against Anthem and to reimburse Anthem from any
such penalties, fines or other costs.

Additionally, at each renewal after September 23, 2010, the group shall affirm in writing, upon reasonable
request of Anthem, that it has not made changes to its plan(s) that would cause the plan(s) to lose it/their
grandfathered status.

INTERPRETATION OF PROVIDER CONTRACTS

Subject to applicable California state or federal law and regulation, Anthem shall have final authority to
interpret its contracts with providers, and the group agrees that (a) it is not a party to Anthem'’s contracts
with providers and (b) it will accept Anthem’s interpretation of said provider contracts. Furthermore,
Anthem shall have full authority and discretion to resolve any questions or disputes with providers that
participate in any of Anthem’s provider networks, except as applicable law provides for judicial or
regulatory review of such disputes, and the group will accept said resolution of such matters as final.

CLERICAL ERRORS

1. Clerical errors made by the group do not deprive any member of his or her coverage under this
agreement, provided that the enrollment form or membership change form is: (a) completed
according to the WHAT YOU SHOULD KNOW ABOUT YOUR COVERAGE section of the Evidence of Coverage
Form; and (b) received by Anthem within 90 days of the eligibility date of a member's coverage.
Enroliment forms which are received by Anthem more than 90 days after the member's eligibility
date will be processed in accordance with the WHAT YOU SHOULD KNOW ABOUT YOUR COVERAGE
section of the Evidence of Coverage Form.

2. Clerical errors made by the group will not continue any member's coverage which would not
otherwise be effective.

3. Any subscription charge adjustment due to the correction of a clerical error will be made on the next
Subscription Charge Due Date after the facts are made known to Anthem. Adjustments for

retroactive changes are made in accordance with the "Accuracy of Information" provision of the
section entitled SUBSCRIPTION CHARGE PROVISIONS.

AGREEMENT EFFECTIVE DATE

The Agreement Effective Date is the date the agreement between Anthem and the group becomes
effective. This date and any other date in this agreement begins at 12:01 a.m. Pacific Standard Time.

AGREEMENT ANNIVERSARY DATE
The first Agreement Anniversary Date is the date one year following the Agreement Effective Date. Later

Agreement Anniversary Dates are one year periods which start and end on succeeding Agreement
Anniversary Dates.
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GENERAL PROVISIONS

AGREEMENT RENEWAL

This agreement is considered to renew on each Agreement Anniversary Date. On this date, and on any
Subscription Charge Due Date, upon 60-days written notice to the Policyholder, we may change the
terms of the agreement, the terms of the plan, and the subscription charges.

MAILING ADDRESSES

Any notice required of Anthem in this agreement will be mailed to the address of the group as shown on
Anthem records. Any notice required of the group in this agreement must be mailed to Anthem Blue
Cross at P.O. Box 4089, Woodland Hills, California 91365.

ENROLLMENT APPLICATIONS

The group agrees to forward promptly all enroliment applications to Anthem. If this agreement replaces a
prior Anthem agreement issued to the same group, applications are not required for any members
enrolled immediately before termination of the prior agreement.

CONFIDENTIALITY

The group agrees that it will, at all times under this agreement, require that each employee sign the
disclosure authorization included on the enrollment form. From time to time, the group may receive from
Anthem information marked “Confidential Information.” The group agrees that it shall hold all such
information strictly confidential, and further agrees to indemnify and hold Anthem, its affiliates, officers,
directors and employees harmless from any and all liability, claims, costs and expenses arising out of or
in connection with the unauthorized disclosure of confidential information by the group, its employees,
agents, officers or directors.

DECLINATION FORMS

Each eligible member is required to enroll under a group-sponsored health plan. If any member does not
enroll for such coverage, or is terminating coverage (disenrolling), the group agrees to obtain a written
notice, signed by that member (or that member's guardian in the case of a minor), that the member
declines coverage or is terminating coverage under all group-sponsored health plans.

This notice shall clearly indicate that the member is aware that if he or she does not enroll for coverage
under the plan within 31 days from the member's eligibility date or disenrolls as described, the member
may not be eligible to reapply for coverage until the group’s next open enroliment period.

The group shall maintain files for all such notices of declination of coverage, and shall, upon request,
provide copies promptly to Anthem.

The group will indemnify, defend and save Anthem, and its affiliates, harmless from any claims,
demands, loss, cost or expense, including attorney's fees, arising from or related to the group’s failure to
fully and faithfully perform under this provision entitled "Declination Forms". If Anthem is required to
provide coverage because of the group’s failure to fully and faithfully perform under this provision, in
addition to any other claim Anthem may have against the group for such failure, the group will pay all
subscription charges due for such coverage.

GROUP RECORDS

The group is responsible for keeping records relating to this agreement. Anthem has the right to inspect
and audit those records. In the event of the termination of this agreement, Anthem maintains the right to
inspect those records pertinent to the period of time this agreement was in effect.
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GENERAL PROVISIONS

COMBINED EVIDENCE OF COVERAGE AND DISCLOSURE FORMS

The Combined Evidence of Coverage and Disclosure Forms describe the benefits to which the employee
and enrolled family members are entitled, and other important terms of their coverage. For the employee,
and their covered family members, Anthem has posted on its website, www.anthem.com/ca, the
Combined Evidence of Coverage and Disclosure Forms that apply to the group’s plan of benefits which
the members can access using their own identification number shown on their ID card. Anthem will
instruct the group on how to access the Combined Evidence of Coverage and Disclosure Forms and the
group agrees to notify the employees of the location of the electronic Combined Evidence of Coverage
and Disclosure Forms and how to access them, and subsequently, if changes are made in the plan of
benefits, of the location of the amendments showing the changes. Further, Anthem Blue Cross agrees to
furnish, and the group agrees to distribute promptly, upon request by the employee, an appropriate
Combined Evidence of Coverage and Disclosure Form to each employee who requests one.

SUMMARY OF BENEFITS AND COVERAGE

In advance of the next renewal year, within the time period designated by Anthem, the group shall
provide Anthem with all necessary benefit information to enable Anthem to provide the group the
Summary of Benefits and Coverage (SBC) as required by Paragraph three of this provision.

As may be required by law, Anthem shall (1) provide the group with an SBC and (2) provide the group an
updated SBC in the context of a Notice of Material Modification (NMM). The group shall be solely
responsible for disseminating an electronic copy (via the internet or otherwise) or a paper copy of the
SBC to members (including pre-enrollees) in a manner compliant with (a) the Employee Retirement
Income Security Act (ERISA), if applicable; (b) all the requirements of Section 2715 of the Public Health
Service Act (PHSA) as added by Section 1001 of the Patient Protection and Affordable Care Act
(PPACA) ; (c) any applicable regulations implementing PHSA Section 2715 codified in the Code of
Federal Regulations; and (d) any sub-regulatory guidance regarding PHSA Section 2715.
Notwithstanding the above, the group agrees that Anthem may, upon advance notice to the group, deliver
the SBC to members via paper, electronic means, or internet access, as permitted by law. The group
agrees that it will provide the NMM (including the updated SBC) to its members in accordance with the
requirements set forth in the statutes and regulations referenced in this paragraph. The group will notify
Anthem immediately if it fails to deliver the SBC to members.

The group shall defend, indemnify and hold harmless Anthem from all costs, including but not limited to
all losses, claims, judgments, fines, assessments and fees (including attorneys’ fees and other litigation
costs), incurred by Anthem as a result of the group’s failure (through no fault of Anthem) to (1) timely
provide Anthem with all renewal information as required by this endorsement, and (2) distribute the SBCs
to the group health plan members as required by PHSA Section 2715, 29 CFR Part 2590.715-2715, et
seq. or 45 CFR Part 147.200, et seq.

CANCELLATION
Anthem may terminate, cancel or decline to renew this agreement in the event of any of the following:
1. The group’s failure to pay subscription charges as described below;

2.  The group's failure to meet the conditions set forth in the section ENROLLMENT REQUIREMENTS as
described below;

3. The group’s fraud or intentional misrepresentation of material fact under the terms of this agreement,
or the group’s knowing permission of such fraud or intentional misrepresentation by another,
including without limitation, any member;

4. The occurrence of any other event permitting termination, cancellation or nonrenewal described
below; or
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5. Anthem may terminate, cancel or decline to renew this agreement when required to effectuate the
purposes of the Knox-Keene Health Care Service Plan Act, with the consent of the California
Director of the Department of Managed Health Care. Additionally, Anthem may incorporate into this
agreement any of the bases for termination, cancellation or nonrenewal described in items a or b
below upon 60 days prior written notice to the group, in the event of:

a. An amendment to the Knox-Keene Act, or a change in the applicable interpretations thereof,
which expands the basis upon which a health plan may terminate, cancel or decline to renew
group benefit agreements; or

b. The approval by the California Director of the Department of Managed Health Care of good
causes for termination, cancellation or nonrenewal of a group benefit agreement of Anthem
other than as set forth in this agreement.

Delinquent subscription charges. If the group fails to pay subscription charges as they become due,
Anthem may terminate this agreement as of the last day of the Grace Period described below.
Nevertheless, Anthem will terminate this agreement only upon first giving the group a written Notice of
Cancellation at least 30 days prior to that cancellation (or any longer period of time required for advance
notice by applicable federal law, rule, or regulation).

The Notice of Cancellation shall state that this agreement shall not be terminated if the group makes
appropriate payment in full within 30 days after Anthem issues the Notice of Cancellation (or any longer
period of time required by applicable federal law, rule, or regulation). The Notice of Cancellation shall
also inform the group that, if this agreement is terminated for nonpayment and the group wishes to apply
for reinstatement, the group shall be required to submit a new application for coverage, and that Anthem
either may decline to permit reinstatement in Anthem’s sole discretion or may permit reinstatement upon
terms and conditions as Anthem shall determine appropriate in its sole discretion.

Failure to meet enrollment requirements. In the event that the group fails to meet the conditions set
forth in the section ENROLLMENT REQUIREMENTS, Anthem may terminate this agreement on any
Subscription Charge Due Date by giving the group a written Notice of Cancellation, stating the reason for
the cancellation, at least 30 days prior to the date of cancellation.

No employee notification. Anthem shall not in any event be required to issue to members any notice of
termination, cancellation or nonrenewal of this agreement. The group shall promptly mail or deliver a
legible, true copy of the termination, cancellation or nonrenewal notice it received from Anthem to each
member, not later than seven days prior to the date coverage will end, and shall promptly provide Anthem
with proof of that mailing or delivery has been made and the date thereof.

COBRA ADMINISTRATION

In no event will Anthem be the plan administrator with regard to the Consolidated Omnibus Budget
Reconciliation Act (COBRA). The term “plan administrator” refers either to the group or to a person or
entity other than Anthem, engaged by the group to perform or assist in performing administrative tasks in
connection with the group’s health plan. In providing notices and otherwise performing under the
Continuation of Coverage provisions outlined in the agreement, the group is not acting as the agent of
Anthem. Rather the group is fulfilling statutory obligations imposed on it by Federal Law and, where
applicable, acting as the agent of the member.
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CALCOBRA NOTIFICATION REQUIREMENTS

Prior to termination of the agreement, the group shall notify both (a) those members who are receiving
coverage under CalCOBRA and (b) qualified beneficiaries who have been notified of their ability to
continue coverage through CalCOBRA, who have not yet elected such coverage and who may still elect
coverage within the specified 60-day election period of their ability to continue coverage under a new
group benefit plan for the remainder of the continuation period. This notification must be made at least 30
days prior to the termination of the agreement or at the time all members are notified, whichever is later.
The group shall notify the successor plan, if any, in writing of those members who are receiving coverage
under CalCOBRA and of those qualified beneficiaries who may still elect coverage through CalCOBRA.

NOTIFICATION OF CONVERSION AND HIPAA COVERAGE

The group agrees to notify promptly, upon termination of coverage, any eligible person of conversion
coverage availability and procedures for application. The group acknowledges its legal obligation under
Health and Safety Code Section 1373.6, Labor Code Section 2800.2, and ERISA to provide this
notification.

The group agrees to notify promptly any federally eligible defined person of the availability of health
coverage through Article 4.6 of the Health and Safety Code and Section 2741 of the Public Health
Service Act, and to provide such persons with the necessary information to make timely application for
such coverage. The group acknowledges its legal obligations under ERISA to provide this notification.

The group agrees to indemnify and save Anthem harmless from any claim, demand, loss, damage, or
expense (including reasonable attorney fees) arising from or in connection with any failure to properly
provide the natifications described above.

BLUE CROSS AND BLUE SHIELD ASSOCIATION DISCLOSURE

This agreement constitutes a contract solely between the group and Anthem, which is an independent
corporation operating under a license from the Blue Cross and Blue Shield Association, an association of
independent Blue Cross and Blue Shield Plans, (the “Association”) permitting Anthem to use the Blue
Cross Service Mark in the State of California, and that Anthem is not contracting as the agent of the
Association. The group, on behalf of itself and its employees, acknowledges and agrees that it has not
entered into this agreement based upon representations by any person other than Anthem and that no
person, entity, or organization other than Anthem shall be held accountable or liable to the group for any
of its obligations to the group created under this agreement. This provision shall not create any additional
obligations whatsoever on the part of Anthem other than those obligations created under the other
provisions of this agreement.

INTER-PLAN PROGRAM DISCLOSURE

We have a variety of relationships with other Blue Cross and/or Blue Shield Licensees referred to
generally as “Inter-Plan Programs.” Whenever members access healthcare services outside the
geographic area Anthem and/or the designated Anthem affiliate serve, the claim for those services may
be processed through one of these Inter-Plan Programs and presented to Anthem for payment in
accordance with the rules of the Inter-Plan Programs policies then in effect. The Inter-Plan Programs
available to members under this agreement are described generally below.

Typically, members, when accessing care outside the geographic area Anthem serves, obtain care from
healthcare providers that have a contractual agreement (i.e., are “participating providers”) with the local
Blue Cross and/or Blue Shield Licensee in that other geographic area (“Host Blue”). In some instances,
members may obtain care from Non-Network Providers. Anthem’s payment practices in both instances
are described below.
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Anthem covers only limited healthcare services received outside of the service area Anthem and/or the
designated Anthem affiliate serve. As used in this section, “out-of-area covered healthcare services”
refers to emergency care and urgent care obtained outside the geographic area Anthem and/or the
designated Anthem affiliate serve. Except for emergency care and urgent care, services must be
provided or authorized by the member’s primary care doctor or medical group.

BlueCard® Program

Under the BlueCard® Program, when members access out of area covered healthcare services within the
geographic area served by a Host Blue, Anthem will remain responsible to group for fulfilling Anthem’s
contractual obligations. However, in accordance with applicable Inter-Plan Programs policies then in
effect, the Host Blue will be responsible for providing such services as contracting and handling
substantially all interactions with its participating healthcare providers. The financial terms of the
BlueCard Program are described generally below. Individual circumstances may arise that are not
directly covered by this description; however, in those instances, our action will be consistent with the
spirit of this description.

Liability Calculation Method Per Claim: The calculation of the member copay, if not a flat dollar copay,
for out-of-area covered healthcare services processed through the BlueCard Program will be based on
the lower of the participating healthcare provider's billed covered charges or the negotiated price made
available to Anthem by the Host Blue.

Host Blues may use various methods to determine a negotiated price, depending on the terms of each
Host Blue's healthcare provider contracts. The negotiated price made available to Anthem by the Host
Blue may represent a payment negotiated by a Host Blue with a healthcare provider that is one of the
following:

(i) an actual price. An actual price is a negotiated payment without any other increases or decreases, or

(i) an estimated price. An estimated price is a negotiated payment reduced or increased by a
percentage to take into account certain payments negotiated with the provider and other claim- and
non-claim-related transactions. Such transactions may include, but are not limited to, anti-fraud and
abuse recoveries, provider refunds not applied on a claim-specific basis, retrospective settlements,
and performance-related bonuses or incentives; or

(i) an average price. An average price is a percentage of billed covered charges representing the
aggregate payments negotiated by the Host Blue with all of its healthcare providers or a similar
classification of its providers and other claim- and non-claim-related transactions. Such transactions
may include the same ones as noted above for an estimated price.

Host Blues using either an estimated price or an average price may, in accordance with Inter-Plan
Programs policies, prospectively increase or reduce such prices to correct for over- or underestimation of
past prices (i.e., prospective adjustments may mean that a current price reflects additional amounts or
credits for claims already paid to providers or anticipated to be paid to or received from providers).
However, the amount paid by the member is a final price; no future price adjustment will result in
increases or decreases to the pricing of past claims. The BlueCard Program requires that the price
submitted by a Host Blue to Anthem is a final price irrespective of any future adjustments based on the
use of estimated or average pricing. A small number of states require a Host Blue either (i) to use a basis
for determining member liability for out-of-area covered healthcare services that does not reflect the
entire savings realized, or expected to be realized, on a particular claim or (ii) to add a surcharge. Should
the state in which healthcare services are accessed mandate liability calculation methods that differ from
the negotiated price methodology or require a surcharge, Anthem would then calculate member liability in
accordance with applicable law.

Return of Overpayments: Under the BlueCard Program, recoveries from a Host Blue or its participating
healthcare providers can arise in several ways, including, but not limited to, anti-fraud and abuse
recoveries, healthcare provider/hospital audits, credit balance audits, utilization review refunds, and
unsolicited refunds. In some cases, the Host Blue will engage a third party to assist in identification or
collection of recovery amounts. The fees of such a third party may be netted against the recovery.
Recovery amounts determined in this way will be applied in accordance with applicable Inter-Plan
Programs policies, which generally require correction on a claim-by-claim or prospective basis.
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NON-NETWORK PROVIDERS OUTSIDE ANTHEM'S SERVICE AREA

Member Copay Calculation: When out-of-area covered healthcare services are provided outside of
Anthem'’s service area by Non-Network Providers, the copay, if not a flat dollar copay, a member pays for
such services will generally be based on either the Host Blue's Non-Network Providers local payment or
the pricing arrangements required by applicable state law.

EXCEPTIONS: In some exception cases, Anthem may pay claims from Non-Network Providers outside of
Anthem’s service area based on the provider’s billed charge, such as in situations where a member did
not have reasonable access to a Network Provider, as determined by Anthem, in Anthem’s sole and
absolute discretion, or by applicable state law. In other exception cases, we may pay such a claim based
on the payment we would make if Anthem were paying a Non-Network Provider inside of Anthem’s
service area, as described elsewhere in this policy, where the Host Blue’s corresponding payment would
be more than Anthem’s in-service area Non-Network Provider payment, or in our sole and absolute
discretion, we may negotiate a payment with such a provider on an exception basis.

MISCELLANEOUS PROVISIONS

Anthem shall not decrease, in any manner, the benefits and coverages provided hereunder, except after
at least 60 days prior written notice to the group.

Anthem shall provide written notice to the group within a reasonable period of time of any participating
provider's termination, or breach of, or inability to perform under, any provider contract, if Anthem
determines that the group or members may be materially and adversely affected thereby.

Upon the termination of the contract or other agreement with any participating provider, Anthem shall be
liable to pay the cost of covered services (other than applicable Co-Payment) rendered by that provider to
a member who retains eligibility under this agreement or by operation of law, and who is under the care of
that provider at the time of such termination, and that provider shall continue to provide such services to
the member in accordance with the terms of this agreement, until the services being rendered are
completed, unless reasonable and medically appropriate provision is made for the assumption of such
services by another provider.

Anthem is subject to the requirements of the Knox-Keene Health Care Service Plan Act of 1975, as
amended, as set forth at Chapter 2.2 of Division 2 of Chapter 3 of Title 28 of the California Code of
Regulations, and any provision required to be stated herein by either of the above shall bind Anthem
whether or not provided in this agreement. This agreement shall be construed and enforced in
accordance with the laws of the state of California.

ASSIGNMENT

This agreement may not be assigned by the group without prior written consent of an officer of Anthem.
Any purported assignment without such written consent shall be void as to Anthem.
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SUBSCRIPTION CHARGE PROVISIONS

PAYMENT DATES

The term "subscription charges" refers to the payment due from the Group to Anthem which maintains
the agreement in force. For this agreement, subscription charges are calculated under a minimum
premium funding arrangement. The amount, method and timing of the subscription charge payment from
the Group to Anthem is detailed in the Funding Provisions document which accompanies this agreement.
The initial payment of subscription charges is due on or before the Agreement Effective Date.

GRACE PERIOD

For every Subscription Charge Due Date except the first, there is a 31-day grace period in which to pay
subscription charges. This agreement remains in force during the grace period. The group is liable for
payment of subscription charges covering any period of time that this agreement remains in force. If the
group fails to pay us the subscription charges due during the grace period, Anthem will not end coverage
for covered employees or family members until the end of the grace period. The employees will not be
required by Anthem to pay the subscription charges for the group nor will members be required to pay
more than their copay for any services received during the grace period.

If subscription charges due are not paid by the end of the grace period, this agreement will be canceled
as described above.

SUBSCRIPTION CHARGE INCREASE

Anthem may not increase subscription charges without first providing written notification to the group at
least 60 days prior to the date the increase is to take effect.

ACCURACY OF INFORMATION

Responsibilities of the Group. The group is responsible for supplying up-to-date eligibility information.
Anthem may rely upon the latest information received as correct without verification; however, Anthem
maintains the right to verify any eligibility information provided by the group.

Retroactive Credits. In order for the group to receive full credit for a correction or change in eligibility
information, any such change or correction must be received by Anthem within 90 days of the date a
member ceases to be eligible under the plan. In any event, the maximum retroactive credit for
subscription charges paid for an ineligible member, whether or not benefits are actually provided for that
member, shall not exceed 60 days. In addition, benefits provided for an ineligible member because of
inaccurate information supplied by the group are charged against the group’s experience.

Retroactive Subscription Charges. Enrollment or membership change forms to add employees or
family members must be completed in accordance with the WHAT YOU SHOULD KNOW ABOUT YOUR
COVERAGE section of the Evidence of Coverage Form, and received by Anthem within 90 days of any
such member’s eligibility date. Retroactive subscription charges will then be billed to the group as of the
member’s effective date.

If such forms are received later than 90 days from the member’s eligibility date, the member’s effective
date of coverage will be determined in accordance with the WHAT YOU SHOULD KNOW ABOUT YOUR
COVERAGE section of the Evidence of Coverage Form. In no event will any retroactive effective date be
more than 90 days prior to the date the enrollment or membership change forms are received by Anthem.
Subscription charges will begin if, and when, that member’s coverage becomes effective.
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TAX LIABILITY

If a state or any other taxing authority imposes a tax on Anthem which is based on subscription charges,
the subscription charges stated in this agreement will be increased by an amount sufficient to cover that
tax. Anthem will give the group at least 60-days advance written notice of the increase in subscription
charges sufficient to coverage the tax prior to the date they tax goes in to affect. If it is not possible to give
the group 60-days advance written notice of the increase in subscription charges due to the tax, Anthem
will notify the group in writing as soon as possible and will increase the subscription charges on the date
the tax goes into effect. Any subsequent change to the tax may result in a further increase in subscription
charges upon appropriate written notice.

REFUNDS OF UNEARNED SUBSCRIPTION CHARGES

If this agreement is terminated for any cause, any subscription charges received by Anthem for periods
occurring after the effective date of that termination, less any amounts due to Anthem, will be refunded,
and Anthem shall have no further liability or responsibility with regard to the group or any member under
this agreement. If the termination is for any reason other than an employee’s or a family member’s fraud
or deception in the use of services or facilities of Anthem (or knowingly permitting such fraud or deception
by another), Anthem will make this refund within 30 days.

MEDICAL LOSS RATIO REBATE

For any rebate due and payable as a consequence of the medical loss ratio (“MLR”) requirements of the
Patient Protection and Affordable Care Act (“PPACA”) and/or applicable state law, all such rebates paid
shall constitute a return of subscription charges. The group shall promptly provide Anthem with any
information needed to calculate the applicable rebate amount. Anthem reserves the right to pay the
rebate to either the group or the employee.

If Anthem pays the rebate to the group, the group shall promptly refund to each employee his/her
proportional share of the rebate in accordance with the requirements of PPACA. Upon reasonable
request, the group shall provide to Anthem documentation required by 45 CFR 158.242(b)(2) of the
distribution of the rebate to employees. The group agrees to provide such documentation within the time
frame designated by Anthem.

In the event of a claim related to the amount of the employee’s rebate, the group shall cooperate with
Anthem and provide Anthem with information required to investigate the claim. If Anthem is required to
pay additional amounts to an employee due to the group’s failure to either (1) provide accurate
information to Anthem, or (2) make a refund of the appropriate rebate amount due to the employee, then
the group agrees to reimburse Anthem for such additional amount paid by Anthem to the employee. This
provision shall survive the termination of this agreement.
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COMBINED EVIDENCE OF COVERAGE AND DISCLOSURE
FORMS INCLUDED IN THIS AGREEMENT

Benefit provisions of this agreement appear in the Combined Evidence of Coverage and Disclosure
Forms listed below. Copies of all Evidence of Coverage Forms and any applicable amendments issued
to employees covered under this agreement are attached. These documents form an integral part of the
entire agreement. In any interpretation of the agreement, all documents will be read together.

Employees are enrolled under the plan or plans indicated on their enrollment forms.

PLAN DESCRIPTION FORM NUMBER EFFECTIVE DATE
Anthem Blue Cross HMO Plan (County of Fresno)  RT275341-1 1212 December 10, 2012
Anthem Blue Cross HMO Plan (County of Tulare) RT275341-2 1212 January 1, 2013
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Anthem %

Blue Cross

FUNDING PROVISIONS

MINIMUM PREMIUM
with
WEEKLY BANK TRANSFER AND CLAIMS LIABILITY LIMIT
between
ANTHEM BLUE CROSS
and

CITY OF CERES
(the Group)

SECTION I: BASIC FACTS

Group Benefit Agreement SF275341-C (R-1212) (the "Agreement”) currently in effect between the Group
and Anthem Blue Cross (“Anthem”) is subject to the Funding Provisions of this endorsement.

Effective January 1, 2013, these Funding Provisions are made a part of the Agreement. All other
provisions of the Agreement which are not inconsistent with this endorsement remain in effect.

With respect to these Funding Provisions, the Agreement Year will begin on the effective date of this
endorsement and will end on December 31, 2013. Each subsequent Agreement Year will be a period of
twelve (12) consecutive calendar months, beginning on January 1. Any Agreement Year will end,
however, upon termination of the Agreement.

SECTION II: PRINCIPAL RESOLUTION

A. The Group agrees to reimburse Anthem according to the terms of these Funding Provisions for Non-
Capitated Claims paid by Anthem on or after the effective date.

B. Anthem will provide the Group with coverage for Non-Capitated Claims in excess of the Pooling Limit
and Claims Liability Limit, as specified in these Funding Provisions.

C. The Group agrees to pay Anthem applicable Subscription Charges, consisting of Retention Charges,
Pooling Charges and Capitation Expense, as set forth in the Schedule.

D. Upon completion of the first three months of each Agreement Year, Anthem will make an evaluation
of the Capitation Expense charged to the Group for that three-month period. Anthem reserves the
right to reconcile such Capitation Expense, in accordance with the terms set forth in Section X:
Review and Reconciliation of Capitation Expense, if it is determined that the amount charged for
the three-month period was inadequate or excessive.

E. The Group agrees to pay Anthem applicable Administrative Fees for the use of the BlueCard
Program, as set forth in the Schedule.
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SECTION llI: DEFINITIONS

The following terms, when capitalized throughout this endorsement, shall have the meanings set forth
below.

Capitation is a method of payment for health services in which a Physician or Hospital is paid a fixed
amount for each person served regardless of the number or nature of services provided to each person.

Capitation Expense is the monthly fixed amount determined by Anthem which is due and payable to
Anthem by the Group for each enrolled Member. Capitation Expense includes actual Capitation charges
plus all related Capitation costs paid by Anthem to participating medical groups and independent practice
associations to cover professional and other capitated health care services including, but not limited to,
contributions to shared risk funds and provider incentive pools calculated in accordance with Anthem
corporate policy.

Claims Liability Limit shall mean the maximum amount of Non-Capitated Claims for which the Group is
liable during an Agreement Year, subject to the terms and conditions set forth in Section VI.

Contract Type means the category of enrollment, as designated in the Schedule, used to determine the
monthly attachment point factor and the monthly Subscription Charges.

Non-Capitated Claims represent all claims incurred under the Plan for services or supplies which are not
subject to Capitation.

Plan Benefits shall mean those benefits for which coverage is described under the Plan, including any
extension of such coverage.

Pooling Limit is the dollar limit for which the Group is liable for Non-Capitated Claims paid on behalf of
any one Member during an Agreement Year. The Pooling Limit is specified in the Schedule.

Retention means the amount charged by Anthem for expenses, commissions, taxes and risk. Retention
Charges are shown in the Schedule.

Subscription Charges refers to the charges for Retention, Pooling and Capitation Expense calculated in
accordance with these Funding Provisions, and subject to annual accounting. The Subscription Charges
are specified in the Schedule.

Surplus. Surpluses on the Plan are determined by annual accounting performed by Anthem, as set forth
in Section VII: Annual Settlement.

SECTION IV: REIMBURSEMENT OF NON-CAPITATED CLAIMS

On the first working day of every week, Anthem will telephone to the Group the total amount of Non-
Capitated Claims paid during the preceding week. The Group will immediately deposit this amount via
wire transfer to a designated Anthem bank account. On the same day, Anthem will mail a written version
of the request to the Group, together with a listing of Non-Capitated Claims.

At the end of each month, Anthem will mail a written summary of the Non-Capitated Claims billed to the
Group and the amounts requested from the Group during the month. Adjustments of any discrepancies
will be made at such time.
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SECTION V: POOLING LIMIT

The Group is liable for the accumulated paid Non-Capitated Claims of a Subscriber or Family Member up
to the Pooling Limit, as set forth in the Schedule. Accumulation toward this Limit takes place over a
period of twelve consecutive months, starting at the beginning of each Agreement Year.

If, in any Agreement Year, the accumulated paid Non-Capitated Claims for a Subscriber or Family
Member equal the Pooling Limit for that Agreement Year, the Group shall continue to be responsible for
funding any further Non-Capitated Claims paid for that Subscriber or Family Member for that month and
each subsequent month during the remainder of that Agreement Year. However, Anthem shall reimburse
the Group in the amount of such further paid Non-Capitated Claims during the month immediately
following the month in which the Non-Capitated Claims are paid.

Anthem shall notify the Group when the Pooling Limit has been exceeded for a Subscriber or Family
Member. Such notification shall be made one month following the month in which such Limit has been
exceeded.

Non-Capitated Claims incurred but not paid during an Agreement Year will accumulate toward the Pooling
Limit for the subsequent Agreement Year.

On the date the Agreement terminates, this Limit shall no longer apply. However, Non-Capitated Claims
paid and applied to the Pooling Limit may be adjusted after the Agreement Year if Anthem recovers any
overpayments, workers’ compensation or third party liability liens, as specified in Section XII. Anthem will
recalculate the Non-Capitated Claims applied to the Pooling Limit and the Group will reimburse Anthem
for any adjustments made over the Pooling Limit.

Note. The Pooling Limit does not apply to Dental Benefits or Prescription Drug Benefits, nor will Non-
Capitated Claims paid on these benefits be applied toward that Limit.

SECTION VI: CLAIMS LIABILITY LIMIT

The Claims Liability Limit is the maximum amount of Non-Capitated Claims for which the Group is liable
during an Agreement Year. The Claims Liability Limit is 125% of the projected paid Non-Capitated Claims
for the Agreement Year.

The number of Subscribers per Contract Type which will be used to determine the Claims Liability Limit for
the first three months of the first Agreement Year, shall be the number of such Subscribers covered on the
first day of the first month of that Agreement Year.

Thereafter, the number of Subscribers per Contract Type to be used shall be the number of such
Subscribers covered on the first day of the second preceding calendar month; however, if in any given
month the number of Subscribers falls below 90% of the Initial Monthly Attachment Point, the number of
Subscribers used to determine the Claims Liability Limit shall be equal to 90% of such Initial Monthly
Attachment Point.

Non-Capitated Claims will be applied to the Claims Liability Limit. If the accumulated Non-Capitated
Claims exceeds the Claims Liability Limit, the Group will no longer be responsible for any Non-Capitated
Claims incurred after the Claims Liability Limit is reached.
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SECTION VII: ANNUAL SETTLEMENT

Within 120 days after the end of each Agreement Year, Anthem will perform an annual accounting in
which the total Non-Capitated Claims paid under the Plan during the Agreement Year (excluding Non-
Capitated Claims which exceed the Pooling Limit) are compared to the Claims Liability Limit.

e |If the total amount of such Non-Capitated Claims paid for the Agreement Year exceeds the Claims
Liability Limit, the excess will be refunded to the Group.

e |If the Claims Liability Limit is greater than the amount of such Non-Capitated Claims paid during the
Agreement Year, the difference between the two amounts is the amount of the Surplus on the Plan for
the Agreement Year.

SECTION VlI: SUBSCRIPTION CHARGES

Anthem will bill the Group each month for Subscription Charges, as specified in the Schedule. The first
payment is due on the Agreement Effective Date. The Agreement remains in effect for the term of one
month from that date. Succeeding Subscription Charges are due on the first day of each following month.
This day is the Subscription Charge Due Date.

SECTION IX: BLUECARD PROGRAM

Anthem is a member of the Blue Cross Blue Shield Association. The Blue Cross Blue Shield Association
has a program (called the “BlueCard Program”) which allows our Members who are traveling outside of
California to have the reciprocal use of participating providers contracted under other states’ Blue Cross
Blue Shield plans. There are fees associated with the reciprocal use of such providers by Members and
are determined in accordance with the applicable rules of the Blue Cross Blue Shield Association which
will be charged back to the Group. These fees are:

A. Access Fees. Access fees are a percentage of the savings generated by the discounts between the
Blue Cross Blue Shield Plan and the provider. Some plans may charge up to 7.75% of savings
generated by their discounts, up to $2,000 per claim, as a network access charge. If there are no
savings from the discounts, there will be no access fee charged.

B. Administrative Fees. Administrative fees are fees charged for each claim payment. There is a
charge for each institutional and professional claim paid under this program, and an additional charge
for each transaction. There is an electronics claims routing process fee for all non-participating
provider claims. The charges are specified in the Schedule.

These fees are subject to change in accordance with the applicable rules of the Blue Cross Blue Shield

Association and will be included in the Group’s claims experience and will be charged to the Group as
Non-Capitated Claims.

SECTION X: REVIEW AND RECONCILIATION OF CAPITATION EXPENSE

A review of Capitation Expense by Anthem will take place 90 days after the initial effective date of these
Funding Provisions and, subsequently, 90 days after the end of each Agreement Year, to verify the
adequacy of the amount charged by Anthem to the Group. In this review, the Capitation Expense charged
to the Group for the first three months of the Agreement Year will be compared to the actual Capitation
Expense incurred, based on actual enroliment figures for that three-month period.
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If it is determined by Anthem that the Capitation Expense charged for such three-month period was
inadequate or excessive, Anthem may, at its sole discretion, reconcile that Capitation Expense to more
accurately reflect the actual enrollment figures, plus any deficit attributable to the prior Agreement Year.
Any such reconciliation of the Capitation Expense shall be reflected in the monthly billing to the Group
during the remaining months of the Agreement Year. In such case, these Funding Provisions shall be
reissued, notwithstanding any prior authorization thereof by the parties to this endorsement, to reflect the
appropriate adjustment to Capitation Expense.

SECTION XI: MODIFICATION OF FUNDING PROVISIONS

A. Amendment of Terms. Anthem may amend the terms of these Funding Provisions as follows:

1. At the beginning of any month or upon annual renewal of the Agreement, provided Anthem gives
the Group thirty (30) days written notice;

2. Anytime the provisions of the Agreement are changed; or

3. Any time there is a ten (10) percent or greater change in the number of Subscribers enrolled
under the Agreement during the preceding three months, from the number of Subscribers
enrolled at the start of the Agreement Year; or.

4. As specified in Section X: Review and Reconciliation of Capitation Expense.

B. Adjustment of Retention. Anthem may adjust the charge for Retention-as follows:

1. On the date Anthem, at the Group's request, begins to perform additional administrative
services relating to the Agreement;

2. On the effective date of any legislation or governmental regulations which impose additional
administrative duties on Anthem relating to the Agreement;

3. On the effective date that any tax, which is based on Income, is imposed upon Anthem by the
state or any other taxing authority. In such case, Anthem will increase the charge for Retention
by an amount sufficient to cover the tax; or

4.  As provided under items 1, 2 and 3 of paragraph A, Amendment of Terms.

C. Adjustment of Attachment Point Factors. Anthem reserves the right to change the monthly
attachment point factors and the post-termination attachment point factors:

1. On the first day of any month after these Funding Provisions have been in effect for 12 months;
2. Whenever the terms of these Funding Provisions are changed;

3. On the effective date of any law or regulation which affects Anthem's liability under the
Agreement;

4. Whenever benefits are changed under the Agreement; or

5. As provided under items 1, 2 and 3 of paragraph A, Amendment of Terms.
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SECTION Xll: RECOVERY PROVISIONS

A.

Recovery of Overpayments. If it is determined that any payment has been made under this
Agreement to an ineligible person, or if it is determined that more or less than a correct amount has
been paid by Anthem, Anthem shall make a reasonable effort to recover any such overpayment
made or to adjust the payment, subject to the following:

1. Anthem, at its discretion, may use the services of subcontractors (collection agencies and bill
audit firms) to identify and recover overpayments. Any expenses which Anthem incurs for such
services are included in the retention.

2. Anthem will not be required to initiate court proceeding for any such recovery.

Recovery of Liens. Subject to the following, Anthem agrees to use reasonable diligence to identify
and seek to recover third-party liability liens or workers' compensation liens:

1. In pursuing these recoveries, Anthem reserves the right to use its discretion in negotiating and
compromising recoveries from third parties.

2. Anthem may engage the services of subcontractors to assist in the recovery process. Expenses
which Anthem incurs for such services are included in the retention.

3. The Group will fully cooperate with Anthem in such recoveries and advise Anthem of any
potential recoveries of which it becomes aware.

4.  Anthem will not be required to initiate court proceeding for any such recovery.

5. Anthem will submit monthly reports to the Group listing all cases identified as subject to third
party liens or workers' compensation liens, the amount of claims paid, the current status of
collection efforts and a report of all amounts collected and waived. The Group will advise
Anthem of those cases which, in the Group's determination, shall warrant recovery.

SECTION XllI: AUDIT

A.

Authorization of Audits. Anthem may authorize audits, subject to certain limitations, to be
performed by auditors employed by the Group. The Group shall have the right to select an auditor of
its choice, except that the auditor shall not be involved in, or be subsidiary to, a business engaged in
activities competitive to Anthem or to subsidiaries or affiliates of Anthem. Such audits will be
conducted in accordance with, and subject to, the auditing standards of the American Institute of
Certified Public Accountants and the written audit policy of Anthem, a copy of which shall be provided
to the auditor.

Confidential and Proprietary Information. Anthem shall make available such records as may be
reasonably necessary for a valid audit. Access by the Group, or any third party acting on behalf of
the Group, to Anthem's confidential and proprietary information shall be restricted to only such
information as deemed necessary by Anthem to accomplish the audit. The Group and the Group's
auditor shall agree in writing (by a separate "Audit Agreement") regarding the auditor's conduct, and
to maintain the confidentiality of any trade secret or proprietary information of which it may become
aware during the course of the audit.
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Reimbursement of Anthem for Expense. The Group agrees to reimburse Anthem for all expense
incurred by Anthem in support of the audit. Any such expense will be billed to the Group and the
Group will remit the amount billed to Anthem within 15 days from the date of the bill. Failure of the
Group to pay such bill by the end of that 15 day period shall be deemed reason for cancellation of the
Agreement by Anthem.

SECTION XIV: TERMINATION PROVISIONS

A.

D.

Either Anthem or the Group may terminate these Funding Provisions by giving written notice to the
other party at least 31 days prior to the effective date of such termination.

Anthem may terminate these Funding Provisions upon thirty-one (31) days advance written notice to
the Group, if enroliment under the Agreement falls below 100 Subscribers for a period of three
consecutive months. In the event of such termination, the account will be converted to a non-
refunding arrangement. Beginning with the effective date of such termination, the Group shall pay to
Anthem the monthly Non-Refunding Subscription Charges specified in the Group Benefit Agreement
for the remainder of the Agreement Year.

These Funding Provisions or the Agreement, at Anthem's election, shall terminate upon written notice
to the Group:

1. If Anthem determines that the continuance of these Funding Provisions is prohibited by the
enactment, amendment or construction of a law or regulation of any state or other jurisdiction.
These Funding Provisions shall terminate as of the date such law, regulation, amendment or
construction is determined by Anthem to be effective.

2. If the Group fails to comply with any of the terms or conditions of these Funding Provisions or
otherwise breaches or defaults in its obligations hereunder. Any waiver of a right to terminate
these Funding Provisions or the Agreement for cause shall be as to the particular default only
and shall not waive any rights or remedies with respect to any subsequent default.

Upon termination of the Agreement, these Funding Provisions shall also terminate.

Notwithstanding the provisions set forth in paragraphs A., B., C. and D. above, the terms and conditions of
the Post-Termination Provisions set forth in Section XV shall survive the termination of the Agreement
or these Funding Provisions thereof.

SECTION XV: POST-TERMINATION PROVISIONS

A.

In the event of termination of the Agreement, the procedures and obligations described in this
endorsement will, to the extent applicable, survive such termination and remain in effect while the
Group remains liable. The Group will continue to reimburse Anthem for the Group's liability in
accordance with the provisions of Section IV: Reimbursement of Non-Capitated Claims and,
subject to the Post-Termination Claims Liability Limit provision below, the Group will be liable for
and pay to Anthem:

1. Non-Capitated Claims which are incurred prior to, but paid after the termination date;

2. Non-Capitated Claims which are incurred after the termination date and are payable under the
Extension of Benefits provision of the Plan; and
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3. Post-Termination Administrative Charges for the administration of Non-Capitated Claims paid
following the termination date. The amount of these charges will be based on a percentage of
paid Non-Capitated Claims, as set forth in the Schedule. These charges will continue as long
as Non-Capitated Claims are being paid under these Post-Termination Provisions. Post-
Termination Administrative Charges do not apply toward the Post-Termination Claims Liability
Limit.

4. Administrative Fees for the use of the BlueCard Program, as set forth in the Schedule. These
Fees do not apply toward the Post-Termination Claims Liability Limit.

5. Post-Termination Capitation Expense, as determined by Anthem based on actual Capitation
charges being incurred at the time of termination for individuals covered under the Extension of
Benefits provision of the Agreement. Post-Termination Capitation Expense does not apply
toward the Post-Termination Claims Liability Limit.

B. In the event that the funding arrangement described in this endorsement terminates while the
Agreement remains in effect, subsection A immediately above will apply and, in addition, the Group
shall also be liable for and pay to Anthem:

1. Non-Capitated Claims incurred during a confinement in a hospital, skilled nursing facility or
hospice, which confinement began prior to the termination of this funding arrangement; and

2. Non-Capitated Claims incurred for ongoing services received from a home health agency,
visiting nurse association or day treatment center, if the first date of service for the course of
treatment giving rise to such Claims is prior to the termination of this funding arrangement.

C. Post-Termination Claims Liability Limit*. The Group's liability for Non-Capitated Claims, as
determined in accordance with the subsection A above (other than items 3, 4 and 5 of such
provision), shall not exceed the sum of items 1 and 2 below.

1. An amount equal to the sum of the products obtained by multiplying the number of Subscribers
per Contract Type for the three months immediately prior to the termination of these Funding
Provisions, by the appropriate Post-Termination Claims Liability Factors set forth in the
Schedule; plus

2. The amount of the Surplus, if any, at the end of the Agreement Year.

*Note. Post-Termination Administrative Charges, Administrative Fees charged for the use of the
BlueCard Program, and Post-Termination Capitation Expense do not apply toward the Post-
Termination Claims Liability Limit.

Exception to "item 1" above. If the number of Subscribers per Contract Type for any of the three
months immediately prior to the termination of these Funding Provisions was less than "90% of the
Initial Enroliment”, the number of Subscribers per Contract Type which will be used to determine the
Post-Termination Claims Liability Limit shall be "90% of the Initial Enroliment".

The Initial Enrollment is the number of Subscribers per Contract Type covered on the first day
of the first month of the Agreement Year.

Exception to “item 2” above. If the term of the last Agreement Year is less than 12 months, item 2.
above shall read: “An amount equal to the sum of the Surpluses for (a) the last Agreement Year, and
(b) the Agreement Year immediately preceding that Year.”

D. Pooling Limit. The liability of the Group under this section will not be subject to or limited by the
Pooling Limit provisions of this endorsement.
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Cancellation of Funding Arrangement. If the Agreement remains in force after the funding
arrangement described in this endorsement terminates, the Group shall pay Subscription Charges to
Anthem for continued coverage under the Agreement. Unless Anthem and the Group otherwise
agree in writing, the amounts of the Subscription Charges will be determined by Anthem at its
discretion.

Final Settlement. Subsequently, Anthem will perform a final settlement of all accounts in
accordance with the following terms and conditions:

1. The final settlement will take place on a date determined by Anthem; however, in no event will
such final settlement occur later than 24 months after the termination date.

2. Upon completion of the final settlement, Anthem will remit to the Group any unused amounts
held in the Minimum Claims Deposit, subject to the Group's endorsement of the
"Acknowledgment of Receipt and Release of Claim".

3. In the event that any Non-Capitated Claims incurred under the Agreement prior to the
termination date are paid by Anthem after the final settlement, the Group will reimburse Anthem
for the amount of such Non-Capitated Claims, plus Post-Termination Administrative Charges.

Anthem will not be responsible for the Group's use of any payment made by Anthem under the terms
of these Funding Provisions.

SECTION XVI: RESPONSIBILITIES OF THE GROUP

A.

Payments Made in Connection with a Judgment or Settlement. The Group agrees to pay the
amount of benefit payments included in any judgment or settlement to the extent of its Claims Liability
Limit. Benefit payments made in accordance with the terms of any judgment or settlement shall be
considered benefits paid under the Plan for the month in which such judgment or settlement is
satisfied.

Reimbursement of Benefits to a Person or Organization. If any person or organization pays any
amount of benefits which is an obligation of the Group, the Group shall reimburse such person or
organization to the extent of such payment, plus any reasonable costs or charges in connection with
such payment. In no event shall any such payment by either party to these Funding Provisions, or by
any person or organization, be construed as obliging such party, person or organization for payment
of benefits.

Notice to Subscribers. The Group shall furnish to covered Subscribers a written "Notice to
Subscribers" advising that the Group is liable for payment of a portion of the benefits under the Plan
and that this portion will not be insured by Anthem. The Group agrees to indemnify Anthem and hold
Anthem harmless against any and all loss, damage and expense sustained by Anthem as a result of
any failure by the Group to provide such notice.

Notification of Required Information. The Group shall notify Anthem immediately as to any
modification or termination of the Plan. Anthem will not be responsible for any delay or non-
performance of its functions under these Funding Provisions which is caused or contributed to in
whole or in part by the failure of the Group to furnish any required information on a timely basis.

Maintenance and Audit of Records. The Group agrees to maintain and to permit Anthem to audit,
at all reasonable times, all records required by Anthem for the administration of these Funding
Provisions.
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F.  Minimum Claims Deposit. The Group agrees to provide, within two weeks after the effective date
of these Funding Provisions, a Minimum Claims Deposit in an amount determined by Anthem. The
Group agrees to maintain such Minimum Claims Deposit at Anthem for the term of the Agreement
Year. The amount of the Minimum Claims Deposit is specified in the Schedule.

Anthem may change the amount of the Minimum Claims Deposit with prior written notice, as
specified in Section XI: Modification of Funding Provisions. If Anthem decreases the amount of
the Deposit required, Anthem will, upon the written request of the Group, refund the excess to the
Group. If Anthem increases the amount of the Deposit required, the Group will, prior to the effective
date of the change, remit to Anthem the additional amount required.

SECTION XVII: ANTHEM DUTIES AS AGENT

Anthem as agent for and on behalf of the Group, shall:

A. Make final determination of the amount of benefits, if any, payable with respect to each Non-
Capitated Claim for benefits under the Plan, in accordance with the terms and conditions described in
the Agreement;

B. Undertake the defense of any suit brought with respect to any Non-Capitated Claim for benefits under
the Plan and settle any such suit when in its judgment it appears expedient to do so; and

C. Make final determination of the amount of Plan Benefits payable from Group funds.

Anthem will use ordinary care and reasonable diligence in the exercise of its powers and the performance
of its duties hereunder.

SECTION XVIiI: INDEMNIFICATION

A. Anthem agrees to indemnify the Group and hold the Group harmless against any and all loss,
damage, and expense with respect to these Funding Provisions to the extent that such loss, damage
and expense result from or arise out of negligent, dishonest, fraudulent, or criminal acts of Anthem
employees, acting alone or in collusion with others, unless such collusion is with an employee of the
Group, in which case Anthem shall be relieved of any obligations under this paragraph.

B. Except as provided in paragraph A above, the Group agrees to indemnify and hold Anthem harmless
against any loss, expense, or other cost or obligation, resulting from or arising out of claims,
assessments or taxes, including premium taxes, or resulting from the action of any government body.

C. |If either Anthem or the Group has paid any benefits which were the responsibility of the other party,
appropriate reimbursement will be made.

SECTION XIX: FINANCIAL ARRANGEMENTS WITH PROVIDERS

Anthem or an affiliate has contracts with certain health care providers and suppliers (hereafter referred to
together as “Providers”) for the provision of and payment for health care services rendered to its
Subscribers and Members/Insured Persons entitled to health care benefits under individual certificates
and group policies or contracts to which Anthem or an affiliate is a party, including all persons covered
under the Agreement.
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Under the above-referenced contracts between Providers and Anthem or an affiliate, the negotiated rates
paid for certain medical services provided to persons covered under the Agreement may differ from the
rates paid for persons covered by other types of products or programs offered by Anthem or an affiliate for
the same medical services. In negotiating the terms of the Agreement, the Group was aware that Anthem
or its affiliates offer several types of products and programs. The Subscribers, Family Members and the
Group are entitled to receive the benefits of only those discounts, payments, settlements, incentives,
adjustments and/or allowances specifically set forth in the Agreement.

Also, under arrangements with some Providers certain discounts, payments, rebates, settlements,
incentives, adjustments and/or allowances, including, but not limited to, pharmacy rebates, may be based
on aggregate payments made by Anthem or an affiliate in respect to all health care services rendered to
all persons who have coverage through a program provided or administered by Anthem or an affiliate.
They are not attributed to specific claims or plans and do not inure to the benefit of any covered individual
or group, but may be considered by Anthem or an affiliate in determining its fees or subscription charges
or premiums.

SECTION XX: TERMINATION PROVISION

Any amounts due to Anthem under this funding arrangement are subscription charges under the Group
Benefit Agreement to which these Funding Provisions are made a part. Any failure by the group to pay
such additional subscription charges when due may result in, at Anthem’ option either: (a) termination of
these funding provisions and recalculation of the subscription charges under the Group Benefit
Agreement; or (b) in accordance with the Group Benefit Agreement’s Cancellation provisions, termination
for failure to pay subscription charges as they become due.

AUTHORIZATION

Authorized officers of Anthem and of the Group have approved this endorsement as of its effective date.

FOR ANTHEM BLUE CROSS

by: by:
Pam Kehaly Kathy Kiefer

Title: President Title: Secretary

FOR THE GROUP

by: by:

Title: Title:
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SCHEDULE

EFFECTIVE DATE

This Schedule reflects the Funding Provisions which become effective on January 1, 2013.

MINIMUM CLAIMS DEPOSIT

The amount of the Minimum Claims Deposit to be maintained for the term of the Agreement Year is
$49,702.

POOLING LIMIT

The Pooling Limit for the Agreement Year is $400,000.00*.

*This Limit does not apply to Dental Benefits or Prescription Drug Benefits, nor will claims paid on these
benefits be applied toward the Pooling Limit.
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MONTHLY ATTACHMENT POINT FACTORS

Monthly Attachment Post-Termination
Contract Types Point Factors Attachment Point Factors
Composite Rate (per Subscriber) $1111.28 $1255.09

SUBSCRIPTION CHARGES

The monthly Subscription Charges during the Agreement Year is $409.35.

BREAKDOWN OF SUBSCRIPTION CHARGES:

The following is a breakdown of the above Subscription Charges:

Retention Charges

The monthly Retention Charges during the Agreement Year is $37.72 per Subscriber.
Pooling Charges

The monthly Pooling Charges during the Agreement Year is $53.13 per Subscriber.

Capitation Expense

The monthly charges for Capitation Expense during the Agreement Year is $318.50 per Subscriber.

BLUECARD PROGRAM

The Group will pay to Anthem the following Administrative Fees determined in accordance with the
applicable rules of the Blue Cross Blue Shield Association for the use of Out-of-California Providers under

the BlueCard Program:

Administrative Fees Per Claim
T 1S3 11 (W (o g =T =g B SRR $ 11.00
ProfeSSIONal ClAIMS.........eiiiiiii ettt ettt bttt ettt e sbe e saeesaeesneeanee $ 5.00
Central Financial AQENCY FEE ... ..o $ .20
Charge PEr trANSACTION ... ...vvviiiiieeeeeeeeeeeeeeeeeeeeeeeeeeeseeaeeeeeeeesssasesesesesssasssssssssssssssssssssssnssssnnsnnnnnnns $ .05
Electronic Claims Routing Process (ECRP) (non-participating provider claims) ..................... $ 1.00

These fees are subject to change in accordance with the applicable rules of the Blue Cross Blue Shield

Association.

POST-TERMINATION ADMINISTRATIVE CHARGES

The monthly Post-Termination Administrative Charge is 6% of paid Non-Capitated Claims.
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Anthem

Blue Cross

FUNDING PROVISIONS

MINIMUM PREMIUM
with
WEEKLY BANK TRANSFER AND CLAIMS LIABILITY LIMIT
between
ANTHEM BLUE CROSS

and

COUNTY OF TULARE
(the Group)

SECTION I: BASIC FACTS

Group Benefit Agreement SF275341-C (R-1212) (the "Agreement”) currently in effect between the Group
and Anthem Blue Cross (“Anthem”) is subject to the Funding Provisions of this endorsement.

Effective January 1, 2013, these Funding Provisions are made a part of the Agreement. All other
provisions of the Agreement which are not inconsistent with this endorsement remain in effect.

With respect to these Funding Provisions, the Agreement Year will begin on the effective date of this
endorsement and will end on December 31, 2013. Each subsequent Agreement Year will be a period of
twelve (12) consecutive calendar months, beginning on January 1. Any Agreement Year will end,
however, upon termination of the Agreement.

SECTION II: PRINCIPAL RESOLUTION

A. The Group agrees to reimburse Anthem according to the terms of these Funding Provisions for Non-
Capitated Claims paid by Anthem on or after the effective date.

B. Anthem will provide the Group with coverage for Non-Capitated Claims in excess of the Pooling Limit
and Claims Liability Limit, as specified in these Funding Provisions.

C. The Group agrees to pay Anthem applicable Subscription Charges, consisting of Retention Charges,
Pooling Charges and Capitation Expense, as set forth in the Schedule.

D. Upon completion of the first three months of each Agreement Year, Anthem will make an evaluation
of the Capitation Expense charged to the Group for that three-month period. Anthem reserves the
right to reconcile such Capitation Expense, in accordance with the terms set forth in Section X:
Review and Reconciliation of Capitation Expense, if it is determined that the amount charged for
the three-month period was inadequate or excessive.

E. The Group agrees to pay Anthem applicable Administrative Fees for the use of the BlueCard
Program, as set forth in the Schedule.
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SECTION lll: DEFINITIONS

The following terms, when capitalized throughout this endorsement, shall have the meanings set forth
below.

Capitation is a method of payment for health services in which a Physician or Hospital is paid a fixed
amount for each person served regardless of the number or nature of services provided to each person.

Capitation Expense is the monthly fixed amount determined by Anthem which is due and payable to
Anthem by the Group for each enrolled Member. Capitation Expense includes actual Capitation charges
plus all related Capitation costs paid by Anthem to participating medical groups and independent practice
associations to cover professional and other capitated health care services including, but not limited to,
contributions to shared risk funds and provider incentive pools calculated in accordance with Anthem
corporate policy.

Claims Liability Limit shall mean the maximum amount of Non-Capitated Claims for which the Group is
liable during an Agreement Year, subject to the terms and conditions set forth in Section VI.

Contract Type means the category of enroliment, as designated in the Schedule, used to determine the
monthly attachment point factor and the monthly Subscription Charges.

Non-Capitated Claims represent all claims incurred under the Plan for services or supplies which are not
subject to Capitation.

Plan Benefits shall mean those benefits for which coverage is described under the Plan, including any
extension of such coverage.

Pooling Limit is the dollar limit for which the Group is liable for Non-Capitated Claims paid on behalf of
any one Member during an Agreement Year. The Pooling Limit is specified in the Schedule.

Retention means the amount charged by Anthem for expenses, commissions, taxes and risk. Retention
Charges are shown in the Schedule.

Subscription Charges refers to the charges for Retention, Pooling and Capitation Expense calculated in
accordance with these Funding Provisions, and subject to annual accounting. The Subscription Charges
are specified in the Schedule.

Surplus. Surpluses on the Plan are determined by annual accounting performed by Anthem, as set forth
in Section VII: Annual Settlement.

SECTION IV: REIMBURSEMENT OF NON-CAPITATED CLAIMS

On the first working day of every week, Anthem will telephone to the Group the total amount of Non-
Capitated Claims paid during the preceding week. The Group will immediately deposit this amount via
wire transfer to a designated Anthem bank account. On the same day, Anthem will mail a written version
of the request to the Group, together with a listing of Non-Capitated Claims.

At the end of each month, Anthem will mail a written summary of the Non-Capitated Claims billed to the
Group and the amounts requested from the Group during the month. Adjustments of any discrepancies
will be made at such time.
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SECTION V: POOLING LIMIT

The Group is liable for the accumulated paid Non-Capitated Claims of a Subscriber or Family Member up
to the Pooling Limit, as set forth in the Schedule. Accumulation toward this Limit takes place over a
period of twelve consecutive months, starting at the beginning of each Agreement Year.

If, in any Agreement Year, the accumulated paid Non-Capitated Claims for a Subscriber or Family
Member equal the Pooling Limit for that Agreement Year, the Group shall continue to be responsible for
funding any further Non-Capitated Claims paid for that Subscriber or Family Member for that month and
each subsequent month during the remainder of that Agreement Year. However, Anthem shall reimburse
the Group in the amount of such further paid Non-Capitated Claims during the month immediately
following the month in which the Non-Capitated Claims are paid.

Anthem shall notify the Group when the Pooling Limit has been exceeded for a Subscriber or Family
Member. Such notification shall be made one month following the month in which such Limit has been
exceeded.

Non-Capitated Claims incurred but not paid during an Agreement Year will accumulate toward the Pooling
Limit for the subsequent Agreement Year.

On the date the Agreement terminates, this Limit shall no longer apply. However, Non-Capitated Claims
paid and applied to the Pooling Limit may be adjusted after the Agreement Year if Anthem recovers any
overpayments, workers’ compensation or third party liability liens, as specified in Section Xll. Anthem will
recalculate the Non-Capitated Claims applied to the Pooling Limit and the Group will reimburse Anthem
for any adjustments made over the Pooling Limit.

Note. The Pooling Limit does not apply to Dental Benefits or Prescription Drug Benefits, nor will Non-
Capitated Claims paid on these benefits be applied toward that Limit.

SECTION VI: CLAIMS LIABILITY LIMIT

The Claims Liability Limit is the maximum amount of Non-Capitated Claims for which the Group is liable
during an Agreement Year. The Claims Liability Limit is 125% of the projected paid Non-Capitated Claims
for the Agreement Year.

The number of Subscribers per Contract Type which will be used to determine the Claims Liability Limit for
the first three months of the first Agreement Year, shall be the number of such Subscribers covered on the
first day of the first month of that Agreement Year.

Thereafter, the number of Subscribers per Contract Type to be used shall be the number of such
Subscribers covered on the first day of the second preceding calendar month; however, if in any given
month the number of Subscribers falls below 90% of the Initial Monthly Attachment Point, the number of
Subscribers used to determine the Claims Liability Limit shall be equal to 90% of such Initial Monthly
Attachment Point.

Non-Capitated Claims will be applied to the Claims Liability Limit. If the accumulated Non-Capitated
Claims exceeds the Claims Liability Limit, the Group will no longer be responsible for any Non-Capitated
Claims incurred after the Claims Liability Limit is reached.
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SECTION VII: ANNUAL SETTLEMENT

Within 120 days after the end of each Agreement Year, Anthem will perform an annual accounting in
which the total Non-Capitated Claims paid under the Plan during the Agreement Year (excluding Non-
Capitated Claims which exceed the Pooling Limit) are compared to the Claims Liability Limit.

e |If the total amount of such Non-Capitated Claims paid for the Agreement Year exceeds the Claims
Liability Limit, the excess will be refunded to the Group.

e |If the Claims Liability Limit is greater than the amount of such Non-Capitated Claims paid during the

Agreement Year, the difference between the two amounts is the amount of the Surplus on the Plan for
the Agreement Year.

SECTION VlII: SUBSCRIPTION CHARGES

Anthem will bill the Group each month for Subscription Charges, as specified in the Schedule. The first
payment is due on the Agreement Effective Date. The Agreement remains in effect for the term of one
month from that date. Succeeding Subscription Charges are due on the first day of each following month.
This day is the Subscription Charge Due Date.

SECTION IX: BLUECARD PROGRAM

Anthem is a member of the Blue Cross Blue Shield Association. The Blue Cross Blue Shield Association
has a program (called the “BlueCard Program”) which allows our Members who are traveling outside of
California to have the reciprocal use of participating providers contracted under other states’ Blue Cross
Blue Shield plans. There are fees associated with the reciprocal use of such providers by Members and
are determined in accordance with the applicable rules of the Blue Cross Blue Shield Association which
will be charged back to the Group. These fees are:

A. Access Fees. Access fees are a percentage of the savings generated by the discounts between the
Blue Cross Blue Shield Plan and the provider. Some plans may charge up to 7.75% of savings
generated by their discounts, up to $2,000 per claim, as a network access charge. If there are no
savings from the discounts, there will be no access fee charged.

B. Administrative Fees. Administrative fees are fees charged for each claim payment. There is a
charge for each institutional and professional claim paid under this program, and an additional charge
for each transaction. There is an electronics claims routing process fee for all non-participating
provider claims. The charges are specified in the Schedule.

These fees are subject to change in accordance with the applicable rules of the Blue Cross Blue Shield

Association and will be included in the Group’s claims experience and will be charged to the Group as
Non-Capitated Claims.

SECTION X: REVIEW AND RECONCILIATION OF CAPITATION EXPENSE

A review of Capitation Expense by Anthem will take place 90 days after the initial effective date of these
Funding Provisions and, subsequently, 90 days after the end of each Agreement Year, to verify the
adequacy of the amount charged by Anthem to the Group. In this review, the Capitation Expense charged
to the Group for the first three months of the Agreement Year will be compared to the actual Capitation
Expense incurred, based on actual enroliment figures for that three-month period.

275341 0113 MP5-C (COUNTY OF TULARE) PAGE 4



FUNDING PROVISIONS

If it is determined by Anthem that the Capitation Expense charged for such three-month period was
inadequate or excessive, Anthem may, at its sole discretion, reconcile that Capitation Expense to more
accurately reflect the actual enrollment figures, plus any deficit attributable to the prior Agreement Year.
Any such reconciliation of the Capitation Expense shall be reflected in the monthly billing to the Group
during the remaining months of the Agreement Year. In such case, these Funding Provisions shall be
reissued, notwithstanding any prior authorization thereof by the parties to this endorsement, to reflect the
appropriate adjustment to Capitation Expense.

SECTION XI: MODIFICATION OF FUNDING PROVISIONS

A. Amendment of Terms. Anthem may amend the terms of these Funding Provisions as follows:

1. At the beginning of any month or upon annual renewal of the Agreement, provided Anthem gives
the Group thirty (30) days written notice;

2. Anytime the provisions of the Agreement are changed; or

3. Any time there is a ten (10) percent or greater change in the number of Subscribers enrolled
under the Agreement during the preceding three months, from the number of Subscribers
enrolled at the start of the Agreement Year; or.

4. As specified in Section X: Review and Reconciliation of Capitation Expense.

B. Adjustment of Retention. Anthem may adjust the charge for Retention-as follows:

1. On the date Anthem, at the Group's request, begins to perform additional administrative
services relating to the Agreement;

2. On the effective date of any legislation or governmental regulations which impose additional
administrative duties on Anthem relating to the Agreement;

3. On the effective date that any tax, which is based on Income, is imposed upon Anthem by the
state or any other taxing authority. In such case, Anthem will increase the charge for Retention
by an amount sufficient to cover the tax; or

4. As provided under items 1, 2 and 3 of paragraph A, Amendment of Terms.

C. Adjustment of Attachment Point Factors. Anthem reserves the right to change the monthly
attachment point factors and the post-termination attachment point factors:

1. On the first day of any month after these Funding Provisions have been in effect for 12 months;
2.  Whenever the terms of these Funding Provisions are changed;

3. On the effective date of any law or regulation which affects Anthem's liability under the
Agreement;

4. Whenever benefits are changed under the Agreement; or

5. As provided under items 1, 2 and 3 of paragraph A, Amendment of Terms.

275341 0113 MP5-C (COUNTY OF TULARE) PAGE 5



FUNDING PROVISIONS

SECTION Xll: RECOVERY PROVISIONS

A.

Recovery of Overpayments. If it is determined that any payment has been made under this
Agreement to an ineligible person, or if it is determined that more or less than a correct amount has
been paid by Anthem, Anthem shall make a reasonable effort to recover any such overpayment
made or to adjust the payment, subject to the following:

1. Anthem, at its discretion, may use the services of subcontractors (collection agencies and bill
audit firms) to identify and recover overpayments. Any expenses which Anthem incurs for such
services are included in the retention.

2. Anthem will not be required to initiate court proceeding for any such recovery.

Recovery of Liens. Subject to the following, Anthem agrees to use reasonable diligence to identify
and seek to recover third-party liability liens or workers' compensation liens:

1. In pursuing these recoveries, Anthem reserves the right to use its discretion in negotiating and
compromising recoveries from third parties.

2. Anthem may engage the services of subcontractors to assist in the recovery process. Expenses
which Anthem incurs for such services are included in the retention.

3. The Group will fully cooperate with Anthem in such recoveries and advise Anthem of any
potential recoveries of which it becomes aware.

4.  Anthem will not be required to initiate court proceeding for any such recovery.

5. Anthem will submit monthly reports to the Group listing all cases identified as subject to third
party liens or workers' compensation liens, the amount of claims paid, the current status of
collection efforts and a report of all amounts collected and waived. The Group will advise
Anthem of those cases which, in the Group's determination, shall warrant recovery.

SECTION Xlll: AUDIT

A.

Authorization of Audits. Anthem may authorize audits, subject to certain limitations, to be
performed by auditors employed by the Group. The Group shall have the right to select an auditor of
its choice, except that the auditor shall not be involved in, or be subsidiary to, a business engaged in
activities competitive to Anthem or to subsidiaries or affiliates of Anthem. Such audits will be
conducted in accordance with, and subject to, the auditing standards of the American Institute of
Certified Public Accountants and the written audit policy of Anthem, a copy of which shall be provided
to the auditor.

Confidential and Proprietary Information. Anthem shall make available such records as may be
reasonably necessary for a valid audit. Access by the Group, or any third party acting on behalf of
the Group, to Anthem's confidential and proprietary information shall be restricted to only such
information as deemed necessary by Anthem to accomplish the audit. The Group and the Group's
auditor shall agree in writing (by a separate "Audit Agreement") regarding the auditor's conduct, and
to maintain the confidentiality of any trade secret or proprietary information of which it may become
aware during the course of the audit.
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Reimbursement of Anthem for Expense. The Group agrees to reimburse Anthem for all expense
incurred by Anthem in support of the audit. Any such expense will be billed to the Group and the
Group will remit the amount billed to Anthem within 15 days from the date of the bill. Failure of the
Group to pay such bill by the end of that 15 day period shall be deemed reason for cancellation of the
Agreement by Anthem.

SECTION XIV: TERMINATION PROVISIONS

A.

D.

Either Anthem or the Group may terminate these Funding Provisions by giving written notice to the
other party at least 31 days prior to the effective date of such termination.

Anthem may terminate these Funding Provisions upon thirty-one (31) days advance written notice to
the Group, if enrollment under the Agreement falls below 100 Subscribers for a period of three
consecutive months. In the event of such termination, the account will be converted to a non-
refunding arrangement. Beginning with the effective date of such termination, the Group shall pay to
Anthem the monthly Non-Refunding Subscription Charges specified in the Group Benefit Agreement
for the remainder of the Agreement Year.

These Funding Provisions or the Agreement, at Anthem's election, shall terminate upon written notice
to the Group:

1. If Anthem determines that the continuance of these Funding Provisions is prohibited by the
enactment, amendment or construction of a law or regulation of any state or other jurisdiction.
These Funding Provisions shall terminate as of the date such law, regulation, amendment or
construction is determined by Anthem to be effective.

2. If the Group fails to comply with any of the terms or conditions of these Funding Provisions or
otherwise breaches or defaults in its obligations hereunder. Any waiver of a right to terminate
these Funding Provisions or the Agreement for cause shall be as to the particular default only
and shall not waive any rights or remedies with respect to any subsequent default.

Upon termination of the Agreement, these Funding Provisions shall also terminate.

Notwithstanding the provisions set forth in paragraphs A., B., C. and D. above, the terms and conditions of
the Post-Termination Provisions set forth in Section XV shall survive the termination of the Agreement
or these Funding Provisions thereof.

SECTION XV: POST-TERMINATION PROVISIONS

A.

In the event of termination of the Agreement, the procedures and obligations described in this
endorsement will, to the extent applicable, survive such termination and remain in effect while the
Group remains liable. The Group will continue to reimburse Anthem for the Group's liability in
accordance with the provisions of Section IV: Reimbursement of Non-Capitated Claims and,
subject to the Post-Termination Claims Liability Limit provision below, the Group will be liable for
and pay to Anthem:

1. Non-Capitated Claims which are incurred prior to, but paid after the termination date;

2. Non-Capitated Claims which are incurred after the termination date and are payable under the
Extension of Benefits provision of the Plan; and
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3. Post-Termination Administrative Charges for the administration of Non-Capitated Claims paid
following the termination date. The amount of these charges will be based on a percentage of
paid Non-Capitated Claims, as set forth in the Schedule. These charges will continue as long
as Non-Capitated Claims are being paid under these Post-Termination Provisions. Post-
Termination Administrative Charges do not apply toward the Post-Termination Claims Liability
Limit.

4. Administrative Fees for the use of the BlueCard Program, as set forth in the Schedule. These
Fees do not apply toward the Post-Termination Claims Liability Limit.

5. Post-Termination Capitation Expense, as determined by Anthem based on actual Capitation
charges being incurred at the time of termination for individuals covered under the Extension of
Benefits provision of the Agreement. Post-Termination Capitation Expense does not apply
toward the Post-Termination Claims Liability Limit.

B. In the event that the funding arrangement described in this endorsement terminates while the
Agreement remains in effect, subsection A immediately above will apply and, in addition, the Group
shall also be liable for and pay to Anthem:

1. Non-Capitated Claims incurred during a confinement in a hospital, skilled nursing facility or
hospice, which confinement began prior to the termination of this funding arrangement; and

2.  Non-Capitated Claims incurred for ongoing services received from a home health agency,
visiting nurse association or day treatment center, if the first date of service for the course of
treatment giving rise to such Claims is prior to the termination of this funding arrangement.

C. Post-Termination Claims Liability Limit*. The Group's liability for Non-Capitated Claims, as
determined in accordance with the subsection A above (other than items 3, 4 and 5 of such
provision), shall not exceed the sum of items 1 and 2 below.

1. An amount equal to the sum of the products obtained by multiplying the number of Subscribers
per Contract Type for the three months immediately prior to the termination of these Funding
Provisions, by the appropriate Post-Termination Claims Liability Factors set forth in the
Schedule; plus

2. The amount of the Surplus, if any, at the end of the Agreement Year.

*Note. Post-Termination Administrative Charges, Administrative Fees charged for the use of the
BlueCard Program, and Post-Termination Capitation Expense do not apply toward the Post-
Termination Claims Liability Limit.

Exception to "item 1" above. If the number of Subscribers per Contract Type for any of the three
months immediately prior to the termination of these Funding Provisions was less than "90% of the
Initial Enrollment”, the number of Subscribers per Contract Type which will be used to determine the
Post-Termination Claims Liability Limit shall be "90% of the Initial Enroliment”.

The Initial Enrollment is the number of Subscribers per Contract Type covered on the first day
of the first month of the Agreement Year.

Exception to “item 2" above. If the term of the last Agreement Year is less than 12 months, item 2.
above shall read: “An amount equal to the sum of the Surpluses for (a) the last Agreement Year, and
(b) the Agreement Year immediately preceding that Year.”

D. Pooling Limit. The liability of the Group under this section will not be subject to or limited by the
Pooling Limit provisions of this endorsement.
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Cancellation of Funding Arrangement. If the Agreement remains in force after the funding
arrangement described in this endorsement terminates, the Group shall pay Subscription Charges to
Anthem for continued coverage under the Agreement. Unless Anthem and the Group otherwise
agree in writing, the amounts of the Subscription Charges will be determined by Anthem at its
discretion.

Final Settlement. Subsequently, Anthem will perform a final settlement of all accounts in
accordance with the following terms and conditions:

1. The final settlement will take place on a date determined by Anthem; however, in no event will
such final settlement occur later than 24 months after the termination date.

2. Upon completion of the final settlement, Anthem will remit to the Group any unused amounts
held in the Minimum Claims Deposit, subject to the Group's endorsement of the
"Acknowledgment of Receipt and Release of Claim".

3. In the event that any Non-Capitated Claims incurred under the Agreement prior to the
termination date are paid by Anthem after the final settlement, the Group will reimburse Anthem
for the amount of such Non-Capitated Claims, plus Post-Termination Administrative Charges.

Anthem will not be responsible for the Group's use of any payment made by Anthem under the terms
of these Funding Provisions.

SECTION XVI: RESPONSIBILITIES OF THE GROUP

A.

Payments Made in Connection with a Judgment or Settlement. The Group agrees to pay the
amount of benefit payments included in any judgment or settlement to the extent of its Claims Liability
Limit. Benefit payments made in accordance with the terms of any judgment or settlement shall be
considered benefits paid under the Plan for the month in which such judgment or settlement is
satisfied.

Reimbursement of Benefits to a Person or Organization. If any person or organization pays any
amount of benefits which is an obligation of the Group, the Group shall reimburse such person or
organization to the extent of such payment, plus any reasonable costs or charges in connection with
such payment. In no event shall any such payment by either party to these Funding Provisions, or by
any person or organization, be construed as obliging such party, person or organization for payment
of benefits.

Notice to Subscribers. The Group shall furnish to covered Subscribers a written "Notice to
Subscribers" advising that the Group is liable for payment of a portion of the benefits under the Plan
and that this portion will not be insured by Anthem. The Group agrees to indemnify Anthem and hold
Anthem harmless against any and all loss, damage and expense sustained by Anthem as a result of
any failure by the Group to provide such notice.

Notification of Required Information. The Group shall notify Anthem immediately as to any
modification or termination of the Plan. Anthem will not be responsible for any delay or non-
performance of its functions under these Funding Provisions which is caused or contributed to in
whole or in part by the failure of the Group to furnish any required information on a timely basis.

Maintenance and Audit of Records. The Group agrees to maintain and to permit Anthem to audit,
at all reasonable times, all records required by Anthem for the administration of these Funding
Provisions.
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F.  Minimum Claims Deposit. The Group agrees to provide, within two weeks after the effective date
of these Funding Provisions, a Minimum Claims Deposit in an amount determined by Anthem. The
Group agrees to maintain such Minimum Claims Deposit at Anthem for the term of the Agreement
Year. The amount of the Minimum Claims Deposit is specified in the Schedule.

Anthem may change the amount of the Minimum Claims Deposit with prior written notice, as
specified in Section XI: Modification of Funding Provisions. If Anthem decreases the amount of
the Deposit required, Anthem will, upon the written request of the Group, refund the excess to the
Group. If Anthem increases the amount of the Deposit required, the Group will, prior to the effective
date of the change, remit to Anthem the additional amount required.

SECTION XVII: ANTHEM DUTIES AS AGENT

Anthem as agent for and on behalf of the Group, shall:

A. Make final determination of the amount of benefits, if any, payable with respect to each Non-
Capitated Claim for benefits under the Plan, in accordance with the terms and conditions described in
the Agreement;

B. Undertake the defense of any suit brought with respect to any Non-Capitated Claim for benefits under
the Plan and settle any such suit when in its judgment it appears expedient to do so; and

C. Make final determination of the amount of Plan Benefits payable from Group funds.

Anthem will use ordinary care and reasonable diligence in the exercise of its powers and the performance
of its duties hereunder.

SECTION XVIII: INDEMNIFICATION

A. Anthem agrees to indemnify the Group and hold the Group harmless against any and all loss,
damage, and expense with respect to these Funding Provisions to the extent that such loss, damage
and expense result from or arise out of negligent, dishonest, fraudulent, or criminal acts of Anthem
employees, acting alone or in collusion with others, unless such collusion is with an employee of the
Group, in which case Anthem shall be relieved of any obligations under this paragraph.

B. Except as provided in paragraph A above, the Group agrees to indemnify and hold Anthem harmless
against any loss, expense, or other cost or obligation, resulting from or arising out of claims,
assessments or taxes, including premium taxes, or resulting from the action of any government body.

C. If either Anthem or the Group has paid any benefits which were the responsibility of the other party,
appropriate reimbursement will be made.

SECTION XIX: FINANCIAL ARRANGEMENTS WITH PROVIDERS

Anthem or an affiliate has contracts with certain health care providers and suppliers (hereafter referred to
together as “Providers”) for the provision of and payment for health care services rendered to its
Subscribers and Members/Insured Persons entitled to health care benefits under individual certificates
and group policies or contracts to which Anthem or an affiliate is a party, including all persons covered
under the Agreement.
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Under the above-referenced contracts between Providers and Anthem or an affiliate, the negotiated rates
paid for certain medical services provided to persons covered under the Agreement may differ from the
rates paid for persons covered by other types of products or programs offered by Anthem or an affiliate for
the same medical services. In negotiating the terms of the Agreement, the Group was aware that Anthem
or its affiliates offer several types of products and programs. The Subscribers, Family Members and the
Group are entitled to receive the benefits of only those discounts, payments, settlements, incentives,
adjustments and/or allowances specifically set forth in the Agreement.

Also, under arrangements with some Providers certain discounts, payments, rebates, settlements,
incentives, adjustments and/or allowances, including, but not limited to, pharmacy rebates, may be based
on aggregate payments made by Anthem or an affiliate in respect to all health care services rendered to
all persons who have coverage through a program provided or administered by Anthem or an affiliate.
They are not attributed to specific claims or plans and do not inure to the benefit of any covered individual
or group, but may be considered by Anthem or an affiliate in determining its fees or subscription charges
or premiums.

SECTION XX: TERMINATION PROVISION

Any amounts due to Anthem under this funding arrangement are subscription charges under the Group
Benefit Agreement to which these Funding Provisions are made a part. Any failure by the group to pay
such additional subscription charges when due may result in, at Anthem’ option either: (a) termination of
these funding provisions and recalculation of the subscription charges under the Group Benefit
Agreement; or (b) in accordance with the Group Benefit Agreement’s Cancellation provisions, termination
for failure to pay subscription charges as they become due.

AUTHORIZATION

Authorized officers of Anthem and of the Group have approved this endorsement as of its effective date.

FOR ANTHEM BLUE CROSS

by: by:
Pam Kehaly Kathy Kiefer

Title: President Title: Secretary

FOR THE GROUP

by: by:

Title: Title:
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EFFECTIVE DATE

This Schedule reflects the Funding Provisions which become effective on January 1, 2013.

MINIMUM CLAIMS DEPOSIT

The amount of the Minimum Claims Deposit to be maintained for the term of the Agreement Year is
$41,858.

POOLING LIMIT

The Pooling Limit for the Agreement Year is $400,000.00*.

*This Limit does not apply to Dental Benefits or Prescription Drug Benefits, nor will claims paid on these
benefits be applied toward the Pooling Limit.
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MONTHLY ATTACHMENT POINT FACTORS

Monthly Attachment Post-Termination
Contract Types Point Factors Attachment Point Factors
Composite Rate (per Subscriber) $ 509.37 $ 448.28

SUBSCRIPTION CHARGES

The monthly Subscription Charges during the Agreement Year is $316.45 per Subscriber.

BREAKDOWN OF SUBSCRIPTION CHARGES:

The following is a breakdown of the above Subscription Charges:

Retention Charges

The monthly Retention Charges during the Agreement Year is $37.76 per Subscriber.
Pooling Charges

The monthly Pooling Charges during the Agreement Year is $21.02 per Subscriber.

Capitation Expense

The monthly charges for Capitation Expense during the Agreement Year is $257.71 per Subscriber.

BLUECARD PROGRAM

The Group will pay to Anthem the following Administrative Fees determined in accordance with the
applicable rules of the Blue Cross Blue Shield Association for the use of Out-of-California Providers under

the BlueCard Program:

Administrative Fees Per Claim
INSHEULIONAL CIAIMS ...eiiiiiiiiie et e e e st e e e seba e e e e ssbeeeesssbaeaesssaeeeesssneeeeanes $ 11.00
ProfeSSIONal CIAIMS. ....c.uiiiiiitiiiie ettt sbe ettt nenes $ 5.00
Central FINancial AQENCY FEE ........ii i e $ .20
(O gF= 1o [T o1 g i = 1 F5Y= (o 1 o] o ISP $ .05
Electronic Claims Routing Process (ECRP) (non-participating provider claims) ..................... $ 1.00

These fees are subject to change in accordance with the applicable rules of the Blue Cross Blue Shield

Association.

POST-TERMINATION ADMINISTRATIVE CHARGES

The monthly Post-Termination Administrative Charge is 6% of paid Non-Capitated Claims.
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Anthem

Blue Cross

FUNDING PROVISIONS

MINIMUM PREMIUM
with
WEEKLY BANK TRANSFER AND CLAIMS LIABILITY LIMIT
between
ANTHEM BLUE CROSS

and

COUNTY OF FRESNO
(the Group)

SECTION I: BASIC FACTS

Group Benefit Agreement SF275341-C (R-1212) (the "Agreement”) currently in effect between the Group
and Anthem Blue Cross (“Anthem”) is subject to the Funding Provisions of this endorsement.

Effective January 1, 2013, these Funding Provisions are made a part of the Agreement. All other
provisions of the Agreement which are not inconsistent with this endorsement remain in effect.

With respect to these Funding Provisions, the Agreement Year will begin on the effective date of this
endorsement and will end on December 31, 2013. Each subsequent Agreement Year will be a period of
twelve (12) consecutive calendar months, beginning on January 1. Any Agreement Year will end,
however, upon termination of the Agreement.

SECTION II: PRINCIPAL RESOLUTION

A. The Group agrees to reimburse Anthem according to the terms of these Funding Provisions for Non-
Capitated Claims paid by Anthem on or after the effective date.

B. Anthem will provide the Group with coverage for Non-Capitated Claims in excess of the Pooling Limit
and Claims Liability Limit, as specified in these Funding Provisions.

C. The Group agrees to pay Anthem applicable Subscription Charges, consisting of Retention Charges,
Pooling Charges and Capitation Expense, as set forth in the Schedule.

D. Upon completion of the first three months of each Agreement Year, Anthem will make an evaluation
of the Capitation Expense charged to the Group for that three-month period. Anthem reserves the
right to reconcile such Capitation Expense, in accordance with the terms set forth in Section X:
Review and Reconciliation of Capitation Expense, if it is determined that the amount charged for
the three-month period was inadequate or excessive.

E. The Group agrees to pay Anthem applicable Administrative Fees for the use of the BlueCard
Program, as set forth in the Schedule.
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SECTION lll: DEFINITIONS

The following terms, when capitalized throughout this endorsement, shall have the meanings set forth
below.

Capitation is a method of payment for health services in which a Physician or Hospital is paid a fixed
amount for each person served regardless of the number or nature of services provided to each person.

Capitation Expense is the monthly fixed amount determined by Anthem which is due and payable to
Anthem by the Group for each enrolled Member. Capitation Expense includes actual Capitation charges
plus all related Capitation costs paid by Anthem to participating medical groups and independent practice
associations to cover professional and other capitated health care services including, but not limited to,
contributions to shared risk funds and provider incentive pools calculated in accordance with Anthem
corporate policy.

Claims Liability Limit shall mean the maximum amount of Non-Capitated Claims for which the Group is
liable during an Agreement Year, subject to the terms and conditions set forth in Section VI.

Contract Type means the category of enroliment, as designated in the Schedule, used to determine the
monthly attachment point factor and the monthly Subscription Charges.

Non-Capitated Claims represent all claims incurred under the Plan for services or supplies which are not
subject to Capitation.

Plan Benefits shall mean those benefits for which coverage is described under the Plan, including any
extension of such coverage.

Pooling Limit is the dollar limit for which the Group is liable for Non-Capitated Claims paid on behalf of
any one Member during an Agreement Year. The Pooling Limit is specified in the Schedule.

Retention means the amount charged by Anthem for expenses, commissions, taxes and risk. Retention
Charges are shown in the Schedule.

Subscription Charges refers to the charges for Retention, Pooling and Capitation Expense calculated in
accordance with these Funding Provisions, and subject to annual accounting. The Subscription Charges
are specified in the Schedule.

Surplus. Surpluses on the Plan are determined by annual accounting performed by Anthem, as set forth
in Section VII: Annual Settlement.

SECTION IV: REIMBURSEMENT OF NON-CAPITATED CLAIMS

On the first working day of every week, Anthem will telephone to the Group the total amount of Non-
Capitated Claims paid during the preceding week. The Group will immediately deposit this amount via
wire transfer to a designated Anthem bank account. On the same day, Anthem will mail a written version
of the request to the Group, together with a listing of Non-Capitated Claims.

At the end of each month, Anthem will mail a written summary of the Non-Capitated Claims billed to the
Group and the amounts requested from the Group during the month. Adjustments of any discrepancies
will be made at such time.
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SECTION V: POOLING LIMIT

The Group is liable for the accumulated paid Non-Capitated Claims of a Subscriber or Family Member up
to the Pooling Limit, as set forth in the Schedule. Accumulation toward this Limit takes place over a
period of twelve consecutive months, starting at the beginning of each Agreement Year.

If, in any Agreement Year, the accumulated paid Non-Capitated Claims for a Subscriber or Family
Member equal the Pooling Limit for that Agreement Year, the Group shall continue to be responsible for
funding any further Non-Capitated Claims paid for that Subscriber or Family Member for that month and
each subsequent month during the remainder of that Agreement Year. However, Anthem shall reimburse
the Group in the amount of such further paid Non-Capitated Claims during the month immediately
following the month in which the Non-Capitated Claims are paid.

Anthem shall notify the Group when the Pooling Limit has been exceeded for a Subscriber or Family
Member. Such notification shall be made one month following the month in which such Limit has been
exceeded.

Non-Capitated Claims incurred but not paid during an Agreement Year will accumulate toward the Pooling
Limit for the subsequent Agreement Year.

On the date the Agreement terminates, this Limit shall no longer apply. However, Non-Capitated Claims
paid and applied to the Pooling Limit may be adjusted after the Agreement Year if Anthem recovers any
overpayments, workers’ compensation or third party liability liens, as specified in Section Xll. Anthem will
recalculate the Non-Capitated Claims applied to the Pooling Limit and the Group will reimburse Anthem
for any adjustments made over the Pooling Limit.

Note. The Pooling Limit does not apply to Dental Benefits or Prescription Drug Benefits, nor will Non-
Capitated Claims paid on these benefits be applied toward that Limit.

SECTION VI: CLAIMS LIABILITY LIMIT

The Claims Liability Limit is the maximum amount of Non-Capitated Claims for which the Group is liable
during an Agreement Year. The Claims Liability Limit is 125% of the projected paid Non-Capitated Claims
for the Agreement Year.

The number of Subscribers per Contract Type which will be used to determine the Claims Liability Limit for
the first three months of the first Agreement Year, shall be the number of such Subscribers covered on the
first day of the first month of that Agreement Year.

Thereafter, the number of Subscribers per Contract Type to be used shall be the number of such
Subscribers covered on the first day of the second preceding calendar month; however, if in any given
month the number of Subscribers falls below 90% of the Initial Monthly Attachment Point, the number of
Subscribers used to determine the Claims Liability Limit shall be equal to 90% of such Initial Monthly
Attachment Point.

Non-Capitated Claims will be applied to the Claims Liability Limit. If the accumulated Non-Capitated
Claims exceeds the Claims Liability Limit, the Group will no longer be responsible for any Non-Capitated
Claims incurred after the Claims Liability Limit is reached.
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SECTION VII: ANNUAL SETTLEMENT

Within 120 days after the end of each Agreement Year, Anthem will perform an annual accounting in
which the total Non-Capitated Claims paid under the Plan during the Agreement Year (excluding Non-
Capitated Claims which exceed the Pooling Limit) are compared to the Claims Liability Limit.

e |If the total amount of such Non-Capitated Claims paid for the Agreement Year exceeds the Claims
Liability Limit, the excess will be refunded to the Group.

e |If the Claims Liability Limit is greater than the amount of such Non-Capitated Claims paid during the

Agreement Year, the difference between the two amounts is the amount of the Surplus on the Plan for
the Agreement Year.

SECTION VlII: SUBSCRIPTION CHARGES

Anthem will bill the Group each month for Subscription Charges, as specified in the Schedule. The first
payment is due on the Agreement Effective Date. The Agreement remains in effect for the term of one
month from that date. Succeeding Subscription Charges are due on the first day of each following month.
This day is the Subscription Charge Due Date.

SECTION IX: BLUECARD PROGRAM

Anthem is a member of the Blue Cross Blue Shield Association. The Blue Cross Blue Shield Association
has a program (called the “BlueCard Program”) which allows our Members who are traveling outside of
California to have the reciprocal use of participating providers contracted under other states’ Blue Cross
Blue Shield plans. There are fees associated with the reciprocal use of such providers by Members and
are determined in accordance with the applicable rules of the Blue Cross Blue Shield Association which
will be charged back to the Group. These fees are:

A. Access Fees. Access fees are a percentage of the savings generated by the discounts between the
Blue Cross Blue Shield Plan and the provider. Some plans may charge up to 7.75% of savings
generated by their discounts, up to $2,000 per claim, as a network access charge. If there are no
savings from the discounts, there will be no access fee charged.

B. Administrative Fees. Administrative fees are fees charged for each claim payment. There is a
charge for each institutional and professional claim paid under this program, and an additional charge
for each transaction. There is an electronics claims routing process fee for all non-participating
provider claims. The charges are specified in the Schedule.

These fees are subject to change in accordance with the applicable rules of the Blue Cross Blue Shield

Association and will be included in the Group’s claims experience and will be charged to the Group as
Non-Capitated Claims.

SECTION X: REVIEW AND RECONCILIATION OF CAPITATION EXPENSE

A review of Capitation Expense by Anthem will take place 90 days after the initial effective date of these
Funding Provisions and, subsequently, 90 days after the end of each Agreement Year, to verify the
adequacy of the amount charged by Anthem to the Group. In this review, the Capitation Expense charged
to the Group for the first three months of the Agreement Year will be compared to the actual Capitation
Expense incurred, based on actual enroliment figures for that three-month period.
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FUNDING PROVISIONS

If it is determined by Anthem that the Capitation Expense charged for such three-month period was
inadequate or excessive, Anthem may, at its sole discretion, reconcile that Capitation Expense to more
accurately reflect the actual enrollment figures, plus any deficit attributable to the prior Agreement Year.
Any such reconciliation of the Capitation Expense shall be reflected in the monthly billing to the Group
during the remaining months of the Agreement Year. In such case, these Funding Provisions shall be
reissued, notwithstanding any prior authorization thereof by the parties to this endorsement, to reflect the
appropriate adjustment to Capitation Expense.

SECTION XI: MODIFICATION OF FUNDING PROVISIONS

A. Amendment of Terms. Anthem may amend the terms of these Funding Provisions as follows:

1. At the beginning of any month or upon annual renewal of the Agreement, provided Anthem gives
the Group thirty (30) days written notice;

2. Anytime the provisions of the Agreement are changed; or

3. Any time there is a ten (10) percent or greater change in the number of Subscribers enrolled
under the Agreement during the preceding three months, from the number of Subscribers
enrolled at the start of the Agreement Year; or.

4. As specified in Section X: Review and Reconciliation of Capitation Expense.

B. Adjustment of Retention. Anthem may adjust the charge for Retention-as follows:

1. On the date Anthem, at the Group's request, begins to perform additional administrative
services relating to the Agreement;

2. On the effective date of any legislation or governmental regulations which impose additional
administrative duties on Anthem relating to the Agreement;

3. On the effective date that any tax, which is based on Income, is imposed upon Anthem by the
state or any other taxing authority. In such case, Anthem will increase the charge for Retention
by an amount sufficient to cover the tax; or

4. As provided under items 1, 2 and 3 of paragraph A, Amendment of Terms.

C. Adjustment of Attachment Point Factors. Anthem reserves the right to change the monthly
attachment point factors and the post-termination attachment point factors:

1. On the first day of any month after these Funding Provisions have been in effect for 12 months;
2.  Whenever the terms of these Funding Provisions are changed;

3. On the effective date of any law or regulation which affects Anthem's liability under the
Agreement;

4. Whenever benefits are changed under the Agreement; or

5. As provided under items 1, 2 and 3 of paragraph A, Amendment of Terms.
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FUNDING PROVISIONS

SECTION Xll: RECOVERY PROVISIONS

A.

Recovery of Overpayments. If it is determined that any payment has been made under this
Agreement to an ineligible person, or if it is determined that more or less than a correct amount has
been paid by Anthem, Anthem shall make a reasonable effort to recover any such overpayment
made or to adjust the payment, subject to the following:

1. Anthem, at its discretion, may use the services of subcontractors (collection agencies and bill
audit firms) to identify and recover overpayments. Any expenses which Anthem incurs for such
services are included in the retention.

2. Anthem will not be required to initiate court proceeding for any such recovery.

Recovery of Liens. Subject to the following, Anthem agrees to use reasonable diligence to identify
and seek to recover third-party liability liens or workers' compensation liens:

1. In pursuing these recoveries, Anthem reserves the right to use its discretion in negotiating and
compromising recoveries from third parties.

2. Anthem may engage the services of subcontractors to assist in the recovery process. Expenses
which Anthem incurs for such services are included in the retention.

3. The Group will fully cooperate with Anthem in such recoveries and advise Anthem of any
potential recoveries of which it becomes aware.

4.  Anthem will not be required to initiate court proceeding for any such recovery.

5. Anthem will submit monthly reports to the Group listing all cases identified as subject to third
party liens or workers' compensation liens, the amount of claims paid, the current status of
collection efforts and a report of all amounts collected and waived. The Group will advise
Anthem of those cases which, in the Group's determination, shall warrant recovery.

SECTION Xlll: AUDIT

A.

Authorization of Audits. Anthem may authorize audits, subject to certain limitations, to be
performed by auditors employed by the Group. The Group shall have the right to select an auditor of
its choice, except that the auditor shall not be involved in, or be subsidiary to, a business engaged in
activities competitive to Anthem or to subsidiaries or affiliates of Anthem. Such audits will be
conducted in accordance with, and subject to, the auditing standards of the American Institute of
Certified Public Accountants and the written audit policy of Anthem, a copy of which shall be provided
to the auditor.

Confidential and Proprietary Information. Anthem shall make available such records as may be
reasonably necessary for a valid audit. Access by the Group, or any third party acting on behalf of
the Group, to Anthem's confidential and proprietary information shall be restricted to only such
information as deemed necessary by Anthem to accomplish the audit. The Group and the Group's
auditor shall agree in writing (by a separate "Audit Agreement") regarding the auditor's conduct, and
to maintain the confidentiality of any trade secret or proprietary information of which it may become
aware during the course of the audit.
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FUNDING PROVISIONS

Reimbursement of Anthem for Expense. The Group agrees to reimburse Anthem for all expense
incurred by Anthem in support of the audit. Any such expense will be billed to the Group and the
Group will remit the amount billed to Anthem within 15 days from the date of the bill. Failure of the
Group to pay such bill by the end of that 15 day period shall be deemed reason for cancellation of the
Agreement by Anthem.

SECTION XIV: TERMINATION PROVISIONS

A.

D.

Either Anthem or the Group may terminate these Funding Provisions by giving written notice to the
other party at least 31 days prior to the effective date of such termination.

Anthem may terminate these Funding Provisions upon thirty-one (31) days advance written notice to
the Group, if enrollment under the Agreement falls below 100 Subscribers for a period of three
consecutive months. In the event of such termination, the account will be converted to a non-
refunding arrangement. Beginning with the effective date of such termination, the Group shall pay to
Anthem the monthly Non-Refunding Subscription Charges specified in the Group Benefit Agreement
for the remainder of the Agreement Year.

These Funding Provisions or the Agreement, at Anthem's election, shall terminate upon written notice
to the Group:

1. If Anthem determines that the continuance of these Funding Provisions is prohibited by the
enactment, amendment or construction of a law or regulation of any state or other jurisdiction.
These Funding Provisions shall terminate as of the date such law, regulation, amendment or
construction is determined by Anthem to be effective.

2. If the Group fails to comply with any of the terms or conditions of these Funding Provisions or
otherwise breaches or defaults in its obligations hereunder. Any waiver of a right to terminate
these Funding Provisions or the Agreement for cause shall be as to the particular default only
and shall not waive any rights or remedies with respect to any subsequent default.

Upon termination of the Agreement, these Funding Provisions shall also terminate.

Notwithstanding the provisions set forth in paragraphs A., B., C. and D. above, the terms and conditions of
the Post-Termination Provisions set forth in Section XV shall survive the termination of the Agreement
or these Funding Provisions thereof.

SECTION XV: POST-TERMINATION PROVISIONS

A.

In the event of termination of the Agreement, the procedures and obligations described in this
endorsement will, to the extent applicable, survive such termination and remain in effect while the
Group remains liable. The Group will continue to reimburse Anthem for the Group's liability in
accordance with the provisions of Section IV: Reimbursement of Non-Capitated Claims and,
subject to the Post-Termination Claims Liability Limit provision below, the Group will be liable for
and pay to Anthem:

1. Non-Capitated Claims which are incurred prior to, but paid after the termination date;

2. Non-Capitated Claims which are incurred after the termination date and are payable under the
Extension of Benefits provision of the Plan; and
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FUNDING PROVISIONS

3. Post-Termination Administrative Charges for the administration of Non-Capitated Claims paid
following the termination date. The amount of these charges will be based on a percentage of
paid Non-Capitated Claims, as set forth in the Schedule. These charges will continue as long
as Non-Capitated Claims are being paid under these Post-Termination Provisions. Post-
Termination Administrative Charges do not apply toward the Post-Termination Claims Liability
Limit.

4. Administrative Fees for the use of the BlueCard Program, as set forth in the Schedule. These
Fees do not apply toward the Post-Termination Claims Liability Limit.

5. Post-Termination Capitation Expense, as determined by Anthem based on actual Capitation
charges being incurred at the time of termination for individuals covered under the Extension of
Benefits provision of the Agreement. Post-Termination Capitation Expense does not apply
toward the Post-Termination Claims Liability Limit.

B. In the event that the funding arrangement described in this endorsement terminates while the
Agreement remains in effect, subsection A immediately above will apply and, in addition, the Group
shall also be liable for and pay to Anthem:

1. Non-Capitated Claims incurred during a confinement in a hospital, skilled nursing facility or
hospice, which confinement began prior to the termination of this funding arrangement; and

2.  Non-Capitated Claims incurred for ongoing services received from a home health agency,
visiting nurse association or day treatment center, if the first date of service for the course of
treatment giving rise to such Claims is prior to the termination of this funding arrangement.

C. Post-Termination Claims Liability Limit*. The Group's liability for Non-Capitated Claims, as
determined in accordance with the subsection A above (other than items 3, 4 and 5 of such
provision), shall not exceed the sum of items 1 and 2 below.

1. An amount equal to the sum of the products obtained by multiplying the number of Subscribers
per Contract Type for the three months immediately prior to the termination of these Funding
Provisions, by the appropriate Post-Termination Claims Liability Factors set forth in the
Schedule; plus

2. The amount of the Surplus, if any, at the end of the Agreement Year.

*Note. Post-Termination Administrative Charges, Administrative Fees charged for the use of the
BlueCard Program, and Post-Termination Capitation Expense do not apply toward the Post-
Termination Claims Liability Limit.

Exception to "item 1" above. If the number of Subscribers per Contract Type for any of the three
months immediately prior to the termination of these Funding Provisions was less than "90% of the
Initial Enrollment”, the number of Subscribers per Contract Type which will be used to determine the
Post-Termination Claims Liability Limit shall be "90% of the Initial Enroliment”.

The Initial Enrollment is the number of Subscribers per Contract Type covered on the first day
of the first month of the Agreement Year.

Exception to “item 2" above. If the term of the last Agreement Year is less than 12 months, item 2.
above shall read: “An amount equal to the sum of the Surpluses for (a) the last Agreement Year, and
(b) the Agreement Year immediately preceding that Year.”

D. Pooling Limit. The liability of the Group under this section will not be subject to or limited by the
Pooling Limit provisions of this endorsement.
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Cancellation of Funding Arrangement. If the Agreement remains in force after the funding
arrangement described in this endorsement terminates, the Group shall pay Subscription Charges to
Anthem for continued coverage under the Agreement. Unless Anthem and the Group otherwise
agree in writing, the amounts of the Subscription Charges will be determined by Anthem at its
discretion.

Final Settlement. Subsequently, Anthem will perform a final settlement of all accounts in
accordance with the following terms and conditions:

1. The final settlement will take place on a date determined by Anthem; however, in no event will
such final settlement occur later than 24 months after the termination date.

2. Upon completion of the final settlement, Anthem will remit to the Group any unused amounts
held in the Minimum Claims Deposit, subject to the Group's endorsement of the
"Acknowledgment of Receipt and Release of Claim".

3. In the event that any Non-Capitated Claims incurred under the Agreement prior to the
termination date are paid by Anthem after the final settlement, the Group will reimburse Anthem
for the amount of such Non-Capitated Claims, plus Post-Termination Administrative Charges.

Anthem will not be responsible for the Group's use of any payment made by Anthem under the terms
of these Funding Provisions.

SECTION XVI: RESPONSIBILITIES OF THE GROUP

A.

Payments Made in Connection with a Judgment or Settlement. The Group agrees to pay the
amount of benefit payments included in any judgment or settlement to the extent of its Claims Liability
Limit. Benefit payments made in accordance with the terms of any judgment or settlement shall be
considered benefits paid under the Plan for the month in which such judgment or settlement is
satisfied.

Reimbursement of Benefits to a Person or Organization. If any person or organization pays any
amount of benefits which is an obligation of the Group, the Group shall reimburse such person or
organization to the extent of such payment, plus any reasonable costs or charges in connection with
such payment. In no event shall any such payment by either party to these Funding Provisions, or by
any person or organization, be construed as obliging such party, person or organization for payment
of benefits.

Notice to Subscribers. The Group shall furnish to covered Subscribers a written "Notice to
Subscribers" advising that the Group is liable for payment of a portion of the benefits under the Plan
and that this portion will not be insured by Anthem. The Group agrees to indemnify Anthem and hold
Anthem harmless against any and all loss, damage and expense sustained by Anthem as a result of
any failure by the Group to provide such notice.

Notification of Required Information. The Group shall notify Anthem immediately as to any
modification or termination of the Plan. Anthem will not be responsible for any delay or non-
performance of its functions under these Funding Provisions which is caused or contributed to in
whole or in part by the failure of the Group to furnish any required information on a timely basis.

Maintenance and Audit of Records. The Group agrees to maintain and to permit Anthem to audit,
at all reasonable times, all records required by Anthem for the administration of these Funding
Provisions.
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F.  Minimum Claims Deposit. The Group agrees to provide, within two weeks after the effective date
of these Funding Provisions, a Minimum Claims Deposit in an amount determined by Anthem. The
Group agrees to maintain such Minimum Claims Deposit at Anthem for the term of the Agreement
Year. The amount of the Minimum Claims Deposit is specified in the Schedule.

Anthem may change the amount of the Minimum Claims Deposit with prior written notice, as
specified in Section XI: Modification of Funding Provisions. If Anthem decreases the amount of
the Deposit required, Anthem will, upon the written request of the Group, refund the excess to the
Group. If Anthem increases the amount of the Deposit required, the Group will, prior to the effective
date of the change, remit to Anthem the additional amount required.

SECTION XVII: ANTHEM DUTIES AS AGENT

Anthem as agent for and on behalf of the Group, shall:

A. Make final determination of the amount of benefits, if any, payable with respect to each Non-
Capitated Claim for benefits under the Plan, in accordance with the terms and conditions described in
the Agreement;

B. Undertake the defense of any suit brought with respect to any Non-Capitated Claim for benefits under
the Plan and settle any such suit when in its judgment it appears expedient to do so; and

C. Make final determination of the amount of Plan Benefits payable from Group funds.

Anthem will use ordinary care and reasonable diligence in the exercise of its powers and the performance
of its duties hereunder.

SECTION XVIII: INDEMNIFICATION

A. Anthem agrees to indemnify the Group and hold the Group harmless against any and all loss,
damage, and expense with respect to these Funding Provisions to the extent that such loss, damage
and expense result from or arise out of negligent, dishonest, fraudulent, or criminal acts of Anthem
employees, acting alone or in collusion with others, unless such collusion is with an employee of the
Group, in which case Anthem shall be relieved of any obligations under this paragraph.

B. Except as provided in paragraph A above, the Group agrees to indemnify and hold Anthem harmless
against any loss, expense, or other cost or obligation, resulting from or arising out of claims,
assessments or taxes, including premium taxes, or resulting from the action of any government body.

C. If either Anthem or the Group has paid any benefits which were the responsibility of the other party,
appropriate reimbursement will be made.

SECTION XIX: FINANCIAL ARRANGEMENTS WITH PROVIDERS

Anthem or an affiliate has contracts with certain health care providers and suppliers (hereafter referred to
together as “Providers”) for the provision of and payment for health care services rendered to its
Subscribers and Members/Insured Persons entitled to health care benefits under individual certificates
and group policies or contracts to which Anthem or an affiliate is a party, including all persons covered
under the Agreement.
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Under the above-referenced contracts between Providers and Anthem or an affiliate, the negotiated rates
paid for certain medical services provided to persons covered under the Agreement may differ from the
rates paid for persons covered by other types of products or programs offered by Anthem or an affiliate for
the same medical services. In negotiating the terms of the Agreement, the Group was aware that Anthem
or its affiliates offer several types of products and programs. The Subscribers, Family Members and the
Group are entitled to receive the benefits of only those discounts, payments, settlements, incentives,
adjustments and/or allowances specifically set forth in the Agreement.

Also, under arrangements with some Providers certain discounts, payments, rebates, settlements,
incentives, adjustments and/or allowances, including, but not limited to, pharmacy rebates, may be based
on aggregate payments made by Anthem or an affiliate in respect to all health care services rendered to
all persons who have coverage through a program provided or administered by Anthem or an affiliate.
They are not attributed to specific claims or plans and do not inure to the benefit of any covered individual
or group, but may be considered by Anthem or an affiliate in determining its fees or subscription charges
or premiums.

SECTION XX: TERMINATION PROVISION

Any amounts due to Anthem under this funding arrangement are subscription charges under the Group
Benefit Agreement to which these Funding Provisions are made a part. Any failure by the group to pay
such additional subscription charges when due may result in, at Anthem’ option either: (a) termination of
these funding provisions and recalculation of the subscription charges under the Group Benefit
Agreement; or (b) in accordance with the Group Benefit Agreement’s Cancellation provisions, termination
for failure to pay subscription charges as they become due.

AUTHORIZATION

Authorized officers of Anthem and of the Group have approved this endorsement as of its effective date.

FOR ANTHEM BLUE CROSS

by: by:
Pam Kehaly Kathy Kiefer

Title: President Title: Secretary

FOR THE GROUP

by: by:

Title: Title:
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SCHEDULE

EFFECTIVE DATE

This Schedule reflects the Funding Provisions which become effective on January 1, 2013.

MINIMUM CLAIMS DEPOSIT

The amount of the Minimum Claims Deposit to be maintained for the term of the Agreement Year is
$855,888.

POOLING LIMIT

The Pooling Limit for the Agreement Year is $400,000.00*.

*This Limit does not apply to Dental Benefits or Prescription Drug Benefits, nor will claims paid on these
benefits be applied toward the Pooling Limit.
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MONTHLY ATTACHMENT POINT FACTORS

Monthly Attachment Post-Termination
Contract Types Point Factors Attachment Point Factors
Composite Rate (per Subscriber) $ 509.37 $ 448.29

SUBSCRIPTION CHARGES

The monthly Subscription Charges during the Agreement Year is $316.45 per Subscriber.

BREAKDOWN OF SUBSCRIPTION CHARGES:

The following is a breakdown of the above Subscription Charges:

Retention Charges

The monthly Retention Charges during the Agreement Year is $37.76 per Subscriber.
Pooling Charges

The monthly Pooling Charges during the Agreement Year is $21.02 per Subscriber.

Capitation Expense

The monthly charges for Capitation Expense during the Agreement Year is $257.71 per Subscriber.

BLUECARD PROGRAM

The Group will pay to Anthem the following Administrative Fees determined in accordance with the
applicable rules of the Blue Cross Blue Shield Association for the use of Out-of-California Providers under

the BlueCard Program:

Administrative Fees Per Claim
INSHEULIONAL CIAIMS ...eiiiiiiiiie et e e e st e e e seba e e e e ssbeeeesssbaeaesssaeeeesssneeeeanes $ 11.00
ProfeSSIONal CIAIMS. ....c.uiiiiiitiiiie ettt sbe ettt nenes $ 5.00
Central FINancial AQENCY FEE ........ii i e $ .20
L1 gF= 1o T=I o1 g i = 1 FSY= Lo 1o o USSR $ .05
Electronic Claims Routing Process (ECRP) (non-participating provider claims) ..................... $ 1.00

These fees are subject to change in accordance with the applicable rules of the Blue Cross Blue Shield

Association.

POST-TERMINATION ADMINISTRATIVE CHARGES

The monthly Post-Termination Administrative Charge is 6% of paid Non-Capitated Claims.
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A\ BOARD OF DIRECTORS
y ANDREAS BORGEAS
JUDITH CASE

San Joaquin Valley ik Ennis
. PHIL LARSON
Insurance Authority

DEBORAH POOCHIGIAN

. . PETE VANDER POEL
Meeting Location:

Fresno County Employee Retirement
Association Board Chambers
1111 H Street
Fresno, CA 93721
July 26, 2013

STEVE WORTHLEY

9:00 AM
AGENDA DATE: July 26, 2013
ITEM NUMBER: 9
SUBJECT: 2013 HM Life Specific and Aggregate Stop Loss Policy

and Amendment No. 1

REQUEST(S): That the Board Approve and Accept the Agreement
with HM Life Insurance Company for Specific and
Aggregate Stop Loss Insurance coverage for the period
January 1, 2013 through December 31, 2013.

DESCRIPTION:

HM Life provides specific and aggregate stop loss insurance to limit claims
payment exposure to the SJVIA. HM Life has been the stop loss vendor since
the inception of the SJVIA and has continued to offer competitive rates.
Currently the specific stop loss deductible is set at $450,000 per calendar year.
The aggregate stop-loss is designed to provide insurance protection when the
annual aggregate, or total annual claims paid under the contract, (less any
claims paid in excess of the $450,000 specific stop-loss deductible during the
contract period), exceed the annual aggregate attachment point specified in the
policy.



AGENDA: San Joaquin Valley Insurance Authority
DATE: July 26, 2013

FISCAL IMPACT /FINANCING:

Costs associated with this contract have been included in the FY 12/13 SJVIA
budget in the amount of $523,968 and are built into the SJVIA premiums
approved by your Board. The Specific Stop Loss coverage is $11.74 per
employee per month and the Aggregate Stop Loss is $.085 per employee per
month

ADMINISTRATIVE SIGN-OFF:

qg_ﬂm-}:\@iw —F 2 N0 J

Jeffrey Cardell Paul Nerland
SJVIA Manager Assistant SJVIA Manager




BEFORE THE BOARD OF DIRECTORS
SAN JOAQUIN VALLEY INSURANCE
AUTHORITY

IN THE MATTER OF 2013 HM Life Specific and Aggregate Stop Loss Policy
and Amendment No. 1

RESOLUTION NO.
AGREEMENT NO.

UPON MOTION OF DIRECTOR , SECONDED BY
DIRECTOR , THE FOLLOWING WAS ADOPTED BY
THE BOARD OF DIRECTORS, AT AN OFFICIAL MEETING HELD
___, BY THE FOLLOWING VOTE:

AYES:

NOES:
ABSTAIN:
ABSENT:

ATTEST:

BY:

* * % k% k% % % % % *x Kk *x *x * % % % *

That the Board Approved and Accepted the Agreement with HM Life Insurance
Company for Specific and Aggregate Stop Loss Insurance coverage for the
period January 1, 2013 through December 31, 2013.



HM LIFE INSURANCE COMPANY

FIFTH AVENUE PLACE, 120 FIFTH AVENUE, PITTSBURGH, PA 15222-3099

1-800-328-5433

POLICY NUMBER 402851-C

NAME OF POLICYHOLDER San Joaquin Valley Insurance Authority

TYPE OF COVERAGE Stop Loss Insurance

EFFECTIVE DATE January 01, 2013

POLICY TERM January 01, 2013 through December 31, 2013
POLICY DELIVERED IN California and governed by the laws of that state.

HM Life Insurance Company agrees to pay the benefits provided by this Policy, in accordance with the
provisions of this Policy.

The consideration for this Policy is the application of the Policyholder and the payment by the Policyholder of
premiums as provided herein.

This Policy provides benefits to the Policyholder when Eligible Claims Expenses, which are actually Paid
by the Policyholder through the Covered Underlying Plan(s), exceed the levels defined in this Policy. The
benefits of this Policy and the terms and conditions that apply to this Policy are explained herein.

This Policy begins at 12:01 AM current Eastern Time on the first day of the current Policy Term and ends
at 11:59 PM current Eastern Time on the last day of the current Policy Term, and may be renewed for
subsequent Policy Terms. If this Policy is renewed the terms and conditions of this Policy may be
revised.

This Policy will terminate automatically upon the failure of the Policyholder to pay any premium within the
Grace Period. Termination of this Policy for any reason other than non-payment of premium will occur
following written notice by the Policyholder or us.
All provisions on this and the following pages are a part of this Policy. The definitions of terms apply
whenever the terms are used anywhere in this Policy. "We", "us", and "our" refer to HM Life Insurance
Company. Other defined terms are printed with an initial capital letter.

HM Life Insurance Company

By

President

This Policy is Non-Participating

HL601-SL (810) 1 402851-C
Specific/Aggregate Stop Loss
12/12/2012



REQUIRED CALIFORNIA NOTICE

To Our California Policyholders and Certificate Holders:

We are here to serve you . ..

As our policyholder or certificate holder, your satisfaction is very important to us. Should you
have a valid claim, we fully expect to provide a fair settlement in a timely fashion. In the event
you need to contact someone about this policy for any reason, please contact your agent. If you
have additional questions, you may contact HM Life Insurance Company at the following address
and toll-free telephone number:

HM Life Insurance Company
120 Fifth Avenue, Fifth Avenue Place
Pittsburgh, PA 15222-3099

Telephone number; 1-800-328-5433
If you are not satisfied . . .

Should you feel you are not being treated fairly and you have been unable to contact or obtain
satisfaction from us or the agent, we want you to know you may contact the California
Department of Insurance with your complaint and seek assistance from the governmental agency
that regulates insurance.

To contact the Department, write or call:

Consumer Services Division
California Department of Insurance
300 South Spring Street

Los Angeles, CA 90013

Telephone number: 1-800-927-HELP

HL601-SL (810) 2 402851-C
Specific/Aggregate Stop Loss
12/12/2012



Notice of Non-Coverage
California Life and Health Insurance Guarantee Association Act

This policy is NOT covered by The California Life and Health Insurance Guarantee Association

EXCLUSIONS FROM COVERAGE
The following are not covered by the California Life and Health Insurance Guarantee Association:

- Unallocated annuity contracts; that is, contracts which are not issued to and owned by individuals
and which guarantee rights to group contract holders, not individuals;

- Employer and association plans, to the extent they are self-funded or uninsured;

- Synthetic guaranteed interest contracts;

- Any policy or any portion of it that is not guaranteed by the insurer or for which the individual has
assumed the risk, such as a variable contract sold by prospectus;

- Any policy of reinsurance unless an assumption certificate was issued;

- Interest rate yields that exceed an average rate;

- Any portion of a contract that provides dividends or experience rating credits.

A determination as to whether an insurance contract is covered under the Guarantee Association or
whether an annuity contract is allocated or unallocated must initially be made by the insurer based on its
knowledge of the specific contract offered.

Also, you are not protected by this Association if:

- The insurer was not authorized to do business in this state when it issued the policy or contract;

- The policy was issued by a health care service plan (HMO), Blue Cross, Blue Shield, a charitable
organization, a fraternal benefit society, a mandatory state pooling plan, a mutual assessment
company, an insurance exchange, or a grants and annuities society;

- You are eligible for protection under the laws of another state. This may occur when the insolvent
insurer was incorporated in another state whose guarantee association protects insureds who live
outside that state.

Insurance companies or their agents are required by law to give or send you this notice. However,
insurance companies and their agents are prohibited by law from using the existence of the Guarantee
Association to induce you to purchase any kind of insurance policy.

If you have questions concerning this Notice, you may contact:

California Life and Health Insurance or Consumer Service Division
Guarantee Association California Department of Insurance
P.O. Box 17319 300 South Spring Street

Beverly Hills, CA 90209-3319 Los Angeles, CA 90013

(213) 782-0182 (800) 927-4357 or (213) 897-8921

Questions as to specific policies or annuities should be directed to the insurance company offering the
product.

HL601-SL (810) 3 402851-C
Specific/Aggregate Stop Loss
12/12/2012
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Part 1. DECLARATION PAGE

A. POLICY INFORMATION
1. Policy Number 402851-C
2. Policyholder San Joaquin Valley Insurance Authority
3. Current Policy Term January 01, 2013 through December 31, 2013
4, Covered Underlying Plan(s) San Joaquin Valley Insurance Authority Health
Plan
5. Claims Administrator Anthem Blue Cross of CA
B. SPECIFIC BENEFIT SCHEDULE
For all Eligible Claims Expenses except those to which a Special Risk Limitation applies:
1. Covered Claims Basis
Incurred & Paid: Eligible Claims Expenses Incurred from January 01, 2013 through
December 31, 2013 and actually Paid from January 01, 2013 through March 31, 2014.
2. Specific Eligible Claims Expenses include:
Health Care Yes
Dental No
Vision No
Prescription Drug Card Yes
Short Term Disability No
Other: No
3. Number of Covered Units
Composite 3,557
4. Specific Deductible
Per Participant $450,000
5. Specific Payable Percentage (in excess of Specific Deductible) 100%
6. Maximum Specific Benefit
Per Participant in excess of the Specific Deductible
Per Policy Term $4,550,000
Per Lifetime Unlimited
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C. AGGREGATE BENEFIT SCHEDULE
For all Eligible Claims Expenses except those to which a Special Risk Limitation applies:
1. Covered Claims Basis

Incurred & Paid: Eligible Claims Expenses Incurred from January 01, 2013 through
December 31, 2013 and actually Paid from January 01, 2013 through March 31, 2014.

2. Aggregate Eligible Claims Expenses include:

Health Care Yes
Dental No
Vision No
Prescription Drug Card Yes
Short Term Disability No
Other: No

3. Number of Covered Units

Composite 3,557
4. Aggregate Payable Percentage (excess of Deductible): 100%
5. Aggregate Attachment Point (Corridor) 125%

6. Annual Aggregate Deductible equals A or B whichever is greater, where:

A= The sum of the Monthly Aggregate Deductible Amounts applicable to each Policy
Month in the current Policy Term

B = The Minimum Aggregate Deductible

Note: The Annual Aggregate Deductible cannot be finally determined until the Aggregate
Monthly Deductible Amounts have been calculated for each Policy Month of the Policy Term.

7. Monthly Aggregate Factor
Per Composite Unit per Policy Month $803.33

8. Maximum Aggregate Eligible Claims Expense

Per Participant $450,000
9. Maximum Aggregate Benefit (in excess of the
Annual Aggregate Deductible per Policy Term) $1,000,000
D. PREMIUM

Specific Premium per Month

Composite: $11.74
Specific Rate Guarantee Period: 12 Months
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Aggregate Premium per Month Per Covered Unit: $.85

The Specific Premium per Month and the Aggregate Premium per Month per Covered Unit only
apply to the current Policy Term.

E. SPECIAL RISK LIMITATIONS:
Disabled/Hospital Confined, actively at work, activity of
daily living, out of hospital, or similar requirements
waived with Disclosure Yes

Retirees Included Yes

F. AFFILIATES

Name Covered Underlying Plan(s)

County of Fresno Same as Policyholder's

County of Tulare Same as Policyholder's
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Part 2. BENEFITS

Unless otherwise indicated in the Covered Claims Basis section(s) in the Specific Benefit Schedule or the
Aggregate Benefit Schedule, benefits under this Policy will only be paid by us based on Eligible Claims
Expenses through the Covered Underlying Plan(s) which are Incurred and or actually Paid after the
Effective Date of this Policy and which are actually Paid by the Policyholder during the Policy Term. The
Specific Benefit Schedule, Aggregate Benefit Schedule and Policy Term are shown on the Declaration
Page.

A. SPECIFIC BENEFIT

We will pay the Policyholder the following Specific Benefit, in accordance with the terms of settlement
mutually agreed upon by the Policyholder and us.

The Specific Benefit payable with respect to a Participant will equal the amount of Eligible Claims
Expenses which are actually Paid by the Policyholder for that Participant during the current
Policy Term reduced by the Specific Deductible for the Participant times the Specific Payable
Percentage.

We will pay Specific Benefits as they become due following satisfaction of the Specific Deductible,
subject to the terms and conditions of this Policy.

The Specific Benefit payable does not include any amount actually Paid by the Policyholder for the
Policy Term for Excluded Claims Expenses.

In no event will the Specific Benefit paid by us with respect to Eligible Claims Expenses Incurred
by any one Participant exceed the Maximum Specific Benefit.

B. AGGREGATE BENEFIT

We will pay the Policyholder an Aggregate Benefit, in accordance with the terms of settlement
mutually agreed upon by the Policyholder and us.

The Aggregate Benefit payable will equal the total amount of the Aggregate Eligible Claims
Expenses which are actually Paid by the Policyholder for all Covered Units during the current Policy
Term minus (A plus B), where:

A= The Annual Aggregate Deductible for the Policy Term.

B= Any amount in excess of the Maximum Aggregate Eligible Claims Expense per
Covered Unit.

Times the Aggregate Payable Percentage.

The Covered Claims Basis for the Aggregate Benefit during the Policy Term does not include any
amount actually Paid by the Policyholder for Excluded Claims Expenses.

We will pay the Aggregate Benefit at the end of each Policy Term, subject to the terms and conditions
of this Policy.

In no event will the Aggregate Benefit paid by us for the Policy Term exceed the Maximum Aggregate
Benefit per Policy Term shown in the Aggregate Benefit Schedule.
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Part 3. EXCLUSIONS AND LIMITATIONS

No Deductible of this Policy will be satisfied and no benefit of this Policy will be paid for:

1. UNDERLYING PLAN: Any amount actually Paid by the Policyholder for an expense Incurred:
a. When the Covered Underlying Plan is not in effect; or
b. By a person who is not a Participant when the expense is Incurred; or
C. That is not specifically covered under the terms of the Covered Underlying Plan, or that
the Policyholder is not required to pay in accordance with the terms of the Covered Underlying
Plan; or
d. Prior to the initial Incurred date shown in Covered Claims Basis on the Declaration Page.
2. NONDISCLOSURE: Any amount which is actually Paid by the Policyholder for an expense which

is Incurred by a Participant who:

a. Was a Participant at the time of the initial underwriting of this Policy, but whose Known
medical conditions were not accurately Disclosed to us at that time by the Policyholder or
the Policyholder's Claims Administrator.

b. Was a Participant at the end of the Policy Term, but whose Known medical conditions were
not accurately Disclosed to us by the Policyholder or the Policyholder's Claims Administrator
prior to the date this Policy is renewed for a subsequent Policy Term.

C. Becomes a Participant after the Effective Date of this Policy, but whose Known medical
conditions were not accurately Disclosed to us by the Policyholder or the Policyholder's
Claims Administrator before the date the Policyholder acquires another Affiliate,
establishes another class of employees eligible for coverage through the Covered
Underlying Plan(s).

3. OTHER COVERAGE: The amount of any expenses for benefits to any Participant with coverage
under any other plan which, when combined with the benefits payable by such other plan,
would cause the total paid by that plan and the Covered Underlying Plan(s) to exceed 100% of
the Participant's actual expenses.

4. ADMINISTRATIVE COSTS: Any amount, which is actually Paid by the Policyholder for:
a. Administrative costs, including but not limited to, administrative costs for claim payments,

networks, case management fees in excess of the usual and customary charge, PPO
access fees and Prescription Drug administration fees; or

b. Capitation fees; or
c. The expense of litigation; or
d. Extra contractual damages, compensatory damages, or punitive damages.
5. LOST PROVIDER DISCOUNTS: Provider discounts of any kind lost due to untimely payment of

claims by the Policyholder or the Policyholder's authorized representative.
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Part 4. CLAIMS ADMINISTRATOR
The Policyholder must retain a Claims Administrator at all times. All Claims Administrators must be
approved by us. The Claims Administrator performs as the Policyholder's agent and we will not be held
liable for any act or omission of the Claims Administrator.

We will only reimburse the Policyholder for Eligible Claims Expenses paid by an approved Claims
Administrator.

The Claims Administrator will:

1. Supervise the administration and adjustment of all claims and verify the accuracy and
computation of all claims in accordance with the terms of the Covered Underlying Plan;

2. Maintain accurate records of all claim payments;
3. Maintain separate records of expenses not covered; and
4, Provide us with the following data for the preceding Policy Month on or before the 30th day of
each succeeding Policy Month:
a. notice of claims that reach 50% of the Specific Deductible; and
b. number of Covered Units or Covered Family Units;
C. total amount of claims paid.
5. Secure and keep renewed, at their expense, all licenses, permits, authorizations or certificates of

authority in the states where the Claims Administrator conducts the business of insurance in
accordance with statutory requirements.

We will not be responsible for any compensation due to the Claims Administrator for functions performed
by the Claims Administrator for the Policyholder.

This Policy will not be deemed to make us a party to any agreement between the Policyholder and the
Claims Administrator.

For the purpose of any natice required from us under the provisions of this Policy, notice to the
Policyholder's Claims Administrator will be considered notice to the Policyholder and notice to the Policyholder
will be considered notice to the Policyholder's Claims Administrator.

Part 5. CLAIM PROVISIONS

A. NOTICE OF CLAIM
The Policyholder or the Policyholder's Claims Administrator must notify us within 20 days of the
date:
1. The Policyholder or the Policyholder's Claims Administrator is notified that a Participant
has Incurred Eligible Claims Expenses through the Covered Underlying Plan for a
Catastrophic Claim, Large Claim or Shock Loss; or
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2. The Policyholder or the Policyholder's Claims Administrator is notified that a Participant
has Incurred Eligible Claims Expenses through the Covered Underlying Plan that
exceed 50% of the Specific Deductible.

Failure to give notice within such time will not invalidate or reduce any claim if it is shown not to
have been reasonably possible to give such notice in time and that notice was given as soon as
was reasonably possible. The notice to us must include:

1. The identity of or unique identifier associated with the Participant.
2. A description of the illness or accident and the prognosis.
3. A listing of the Eligible Claims Expenses Incurred by or Known to the Policyholder to date

through the Covered Underlying Plan(s).
B. PROOF OF LOSS

The Policyholder or the Policyholder's Claims Administrator must provide satisfactory proof of
loss to support a claim within 90 days after the end of the current Policy Term or the end of the
Paid period shown in Covered Claims Basis for the current Policy Term, if later. Claims not filed
within this time limit will be denied and no benefits will be paid by us.

Upon presentation of satisfactory proof of loss the Policyholder represents that all monies
necessary to pay for services and supplies have been paid to the Participant or respective
providers of medical services or supplies to which the claim for reimbursement under the Policy
relates.

Part 6. MATERIAL CHANGES

We reserve the right to approve any Material Change or Change. The Policyholder or the Policyholder's
Claims Administrator must notify us of any Change in writing prior to the effective date of such Change.

Upon receipt of a Material Change we reserve the right to:

1. Accept the Change without revising the Premium Rates and/or other terms and conditions of this
Policy; or

2. Accept the Change and revise the Premium Rates and/or other terms and conditions of this Policy;
or

3. Not accept the Change and pay benefits under this Policy as if the Change had not occurred.

If we accept the Change we will consider the Change approved on the date of the Change.

Payment of any benefits under this Policy based on a Change is subject to the Policyholder's written
acceptance of any necessary adjustment to the premium.

Part 7. TERMINATION AND RENEWAL
A. TERMINATION

This Policy and all coverage under this Policy will terminate 11:59 PM current Eastern Time on the
earliest of the following dates:
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1. The end of the last period for which premiums were paid.

2. The Premium Due Date next following receipt by us of written notice from the
Policyholder that this Policy is to be terminated.

3. The end of any Policy Term, following 30 days prior written notice to the Policyholder of
termination.
4. The Premium Due Date following 30 days prior written notice to the Policyholder that we

are planning to terminate this Policy because:

a. there are fewer than 50 Covered Units; or
b. we have refused to accept a Material Change; or
C. the Policyholder has refused to accept any necessary adjustment to the premium

due to a Material Change; or.
5. The date the Covered Underlying Plan(s) and all coverage under such plan(s) end.

6. The date of cancellation of the administrative agreement between the Policyholder and the
Policyholder's Claims Administrator, unless the Policyholder has selected another
administrator prior to such cancellation and we have consented to the Policyholder's
selection in writing.

7. On any date mutually agreed to by the Policyholder and us.

If this Policy terminates prior to the end of the current Policy Term, the Covered Claims Basis of
this Policy will be limited to Eligible Claims Expenses Incurred and actually Paid by 11:59 PM
current Eastern Time up to the date this Policy terminates. However, if this Policy terminates
prior to the end of the Policy Term, the Aggregate Benefit, if any, will not be pro-rated and the full
Minimum Aggregate Deductible will still apply to Eligible Claims Expenses Incurred and or actually
Paid by 11:59 PM current Eastern Time on the date this Policy terminates.

B. RENEWAL

Unless terminated during or prior to the end of current Policy Term, this Policy may be renewed at
the end of any Policy Term. At renewal we reserve the right to revise the terms and conditions
that apply to the Policy including the rates, Deductibles, and the terms and conditions of this
Policy by providing written notice to the Policyholder.

Renewal is subject to:

1. Receipt of any requested Claim Information prior to the beginning of the subsequent
Policy Term; and

2. The Policyholder's written acceptance of the terms and conditions that apply to the
renewal prior to the beginning of the subsequent Policy Term.
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Part 8. PREMIUMS
A. AMOUNT OF PREMIUMS

Premium is calculated based upon the number of Covered Units reported in any given Policy
Month. The number of Covered Units for each Policy Month will be determined in accordance
with the definition of Covered Unit. The estimated number of Covered Units for the first Policy
Month shown in the Specific Benefit Schedule and Aggregate Benefit Schedule is based on the
estimated initial enrollment.

B. CHANGES IN PREMIUM RATES

We reserve the right to change any rate or percentage used in determining the monthly premium.
The change may occur on one of the following dates:

1. On any Premium Due Date, if the number of Covered Units changes by more than 10% on
the Effective Date of this Policy or the number on the date of the last Policy Anniversary,
whichever is the later date.

2. Retroactively to the beginning of the Policy Term, if we determine that claim payments are
not being made in accordance with the terms and conditions of the Covered Underlying
Plan(s).

3. On the date of any Material Change approved by us.

4. The date of an administrative agreement between the Policyholder and a new Claims
Administrator is effective provided we have consented to the Policyholder's selection in
writing.

5. On any Policy Anniversary.

6. At the end of any Policy Term.

We will give the Policyholder 30 days prior written notice of any change in any rate or percentage used
in determining the monthly premium.

C. PAYMENT OF PREMIUMS

All premiums are due on the applicable Premium Due Date. Each premium is payable by the
Policyholder on or before the Premium Due Date direct to us at our Home Office. The payment of
each premium as it becomes due will maintain this Policy in force through the date immediately
preceding the next Premium Due Date.

D. GRACE PERIOD

A Grace Period of 31 days will be allowed for the payment of each premium after the first
premium. Should a premium which is otherwise due not be paid during the Grace Period, this
Policy will automatically terminate on the last day of the Policy Month for which premiums were
last paid at 11:59 PM current Eastern Time, without further notice to the Policyholder. Our
liability will be limited to Eligible Claims Expenses that are Paid by the Policyholder prior to 11:59
PM current Eastern Time on last day of the Policy Month for which premiums were last paid.
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Part 9. GENERAL PROVISIONS
A. HOLD HARMLESS

1. The Policyholder agrees to hold us harmless from any legal expenses incurred or
judgments awarded arising out of any dispute involving a current or former Participant in
the Policyholder's Covered Underlying Plan(s), to the extent such legal expenses or
judgments were not incurred as a result of our negligence or intentional wrongful acts.

If we are notified that we have been named, or are likely to be named, as a defendant in
any action involving a current or former Participant in the Policyholder's Covered
Underlying Plan(s) we will give the Policyholder written notice of the dispute within a
reasonable time. We will make all probative material available to the Policyholder upon
written request from the Policyholder. We will cooperate with the Policyholder in matters
pertaining to the dispute. However, such cooperation with the Policyholder will not waive
our right to solely defend or settle any such action in any manner we deem prudent.

2. We agree to hold the Policyholder harmless from any legal expenses incurred or
judgments(s) awarded arising out of any breach of this Policy by us arising out of our
negligence or wrongful acts to the extent such legal expenses or judgments(s) were not
incurred as a result of the Policyholder's intentional negligence or intentional wrongful acts.

If the Policyholder is notified that they have been named, or are likely to be named, as a
defendant in any action involving a current or former Participant in the Policyholder's
Covered Underlying Plan(s), the Policyholder will give us written notice of the dispute
within a reasonable time. The Policyholder will make all probative material available to
us upon our written request. The Policyholder will cooperate with us in matters pertaining
to the dispute. However, such cooperation will not waive the Policyholder's right to solely
defend or settle any such action in any manner they deem prudent.

B. TAXES

The Policyholder agrees to hold us harmless from any state premium taxes incurred with respect
to funds paid to or by the Policyholder through the Covered Underlying Plan(s). If any state
premium tax is assessed against us with respect to such funds, the Policyholder must reimburse
us for the amount of the state premium tax liability including any interest, penalty and costs
incurred by us as a result of the assessment. Taxes incurred with respect to premiums paid for
this Policy will be our responsibility.

C. NOTICE OF OBJECTION

Any objection, notice of legal action, or complaint received on a claim processed by the
Policyholder or the Policyholder's Claims Administrator and on which it reasonably appears a
benefit will be payable to the Policyholder under this Policy, must be brought to the immediate
attention of our claims department.

D. POLICY NON-PARTICIPATING

This Policy is non-participating and does not share in our surplus earnings.
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E. OFFSET

We have the right to offset any benefits payable to the Policyholder under this Policy against
premiums due and unpaid by the Policyholder, but this right will not prevent the termination of this
Policy for non-payment of premium.

F. REIMBURSEMENT

In the event that the Policyholder recovers from a third party with respect to any Eligible Claims
Expenses for which benefits were paid under this Policy, the Policyholder must repay us. The full
amount of any and all such funds recovered must be returned to us first before any Deductible
under this Policy will be satisfied. No part of any Eligible Claims Expense which is actually Paid
by the Policyholder and for which the Policyholder has been reimbursed by a third party may be
used to meet any Deductible under this Policy. This provision will survive the termination of this
Policy.

G. WAIVER

Our failure to insist upon the Policyholder's or the Policyholder's Claim Administrator's strict
compliance with any requirement or condition of this Policy at any time or under any
circumstance will not constitute a waiver of any such requirement or condition by us at any time
under the same or different circumstances.

H. ARBITRATION
In the event of a dispute between the parties to this Policy as to whether coverage is provided under
this Policy for a claim made by or against the Policyholder, both parties may, by mutual consent,
agree in writing to arbitration of the disagreement.
If both parties agree to arbitrate, each party will select an arbitrator. The two arbitrators will select
a third arbitrator. If they cannot agree within 30 days upon a third arbitrator, both parties must
request that selection of a third arbitrator be made by a judge of a court having jurisdiction.
Unless both parties agree otherwise, arbitration will take place in Allegheny County, Pittsburgh, PA.
Local rules of law as to procedure and evidence will apply.
A decision agreed to by any two will be binding. Each party will:
1. Pay the expenses it incurs; and
2. Bear the expenses of the third arbitrator equally.

Part 10. RECORDS AND REPORTS

A. REPORTING

The Policyholder or the Policyholder's Claims Administrator must:

1. Keep appropriate records regarding administration of the Covered Underlying Plans; and

2. Allow us to review and copy, during normal business hours, all records affecting our liability
under this Policy; and
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3. Submit all proofs, reports, and supporting documents requested by us, including, but
not limited to, a monthly summary of all Eligible Claims Expenses which were processed by
the Policyholder or the Policyholder's Claims Administrator on a timely basis.

Clerical error, whether by the Policyholder or by us, will not invalidate coverage otherwise validly
in force nor continue coverage otherwise validly terminated.

B. AUDITS

We reserve the right to inspect and audit all of the Policyholder's and the Policyholder's Claims
Administrator's records and procedures that pertain to this Policy prior to or after processing a
claim for benefits. We also reserve the right to require proof that payment of Eligible Claims
Expenses has been made to the Participant or the provider of the Covered Services that are the
basis for any claim by the Policyholder under this Policy.

C. UNDERWRITING INFORMATION

We rely on the underwriting information and Claim Information provided by the Policyholder or the
Policyholder's Claims Administrator:

1. To issue this Policy; and
2. To accept a person as a Participant; and
3. To renew this Policy.

Should additional information become Known after one of these events that affect the rates,
deductibles, or the terms and conditions of this Policy, we reserve the right to revise the rates,
deductibles, and the terms and conditions of this Policy retroactive to the effective date of the
current Policy Term by providing written notice to the Policyholder.

Part 11. LIABILITY AND INDEMNIFICATION
A. LIABILITY

We will have neither the right nor the obligation under this Policy to directly pay any Participant or
provider of Covered Services for any benefit that the Policyholder has agreed to provide through
the terms of the Covered Underlying Plan(s). Our sole liability under this Palicy is to the
Policyholder.

B. INDEMNIFICATION

To the extent we suffer any liability, loss or expense due to a misstatement or failure to provide
any Known or requested information, or failure to provide any additional information requested by
us on a Participant or a person for whom we have requested Disclosure or Claim Information, the
Policyholder agrees to indemnify us up to the amount of such liability, loss or expense, and all costs
associated with such liability, loss or expense.

To the extent the Policyholder suffers any liability, loss or expense due to our breach of this
Policy or due to our negligence or wrongful acts, we agree to indemnify the Policyholder up to the
amount of such liability, loss or expense, and all costs associated with such liability, loss or

expense.
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Part 12. ENTIRE CONTRACT, CHANGES

The entire contract consists of:

1. The pages of this Policy including any amendments, endorsements or riders; and
2. The Application; and

3. Submitted Claim Information; and

4, Disclosure Statements and Disclosure Forms; and

5. Attached documents necessary for the administration of this Policy.

This Policy or the Policyholder's coverage under this Policy may be amended at any time by mutual
consent between the parties. No change in this Policy will be valid unless it is approved in writing by one
of our executive officers and delivered to the Policyholder for attachment to this Policy. This approval
must be shown on or attached to this Policy. No Agent or Claims Administrator has authority to change
this Policy or to waive any of its provisions.

Part 13. INCONTESTABLE CLAUSE

In the absence of fraud, any statement made by the Policyholder is a representation and not a warranty.
No statement made by the Policyholder affecting this Policy will be used to deny a claim or to deny the
validity of this Policy unless contained in a written instrument signed by the Policyholder and a copy of the
written instrument has been given to the Policyholder.

Part 14. LEGAL ACTIONS
No action at law or in equity may be brought to recover under this Policy until 60 days after written proof
of loss has been furnished to us. No such action may be brought more than three years after the time
within which proof of loss is required to be furnished.

Part 15. INSOLVENCY

The insolvency, bankruptcy, financial impairment, receivership, voluntary plan of arrangement with creditors,
or dissolution of the Palicyholder or the Policyholder's Claims Administrator will not impose upon us any
liability other than the liability defined in this Policy.

Part 16. ASSIGNMENT
The Policyholder's rights and benefits under this Policy cannot be assigned.

Part 17. DEFINITIONS
AFFILIATE means a company subsidiary to, affiliated with, or controlled by the Policyholder. Eligible
Affiliates are shown in the Declaration Page. Additions and terminations may only be made by

amendment to coverage under this Policy. Termination of an Affiliate is treated as termination of coverage
for that company only.

AGENT means the Policyholder's representative, including but not limited to, the agent, producer or broker
of record, or Claims Administrator.
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AGGREGATE ATTACHMENT POINT (Corridor) means the percentage of anticipated Aggregate Eligible
Claims Expenses which the Policyholder must pay before an Aggregate Benefit becomes payable to the
Policyholder. The Aggregate Attachment Point (Corridor) shown in the Aggregate Benefit Schedule, is
used to determine the Monthly Aggregate Deductible Amount for the Policy Term.

AGGREGATE BENEFIT means a benefit that is paid when Aggregate Eligible Claims Expenses actually
Paid by the Policyholder on all Covered Units in a Policy Term exceed the Annual Aggregate Deductible
shown in the Aggregate Benefit Schedule.

AGGREGATE ELIGIBLE CLAIMS EXPENSE means Eligible Claims Expenses that are actually Paid by
the Policyholder during the current Policy Term used to calculate the Aggregate Benefit for that Policy
Term. The term does not include any eligible Claims Expenses that exceed the Maximum Aggregate
Eligible Claim Expense (Per Participant) as shown in the schedule.

AGGREGATE FACTOR means the dollar amount shown in the Aggregate Benefit Schedule.

AGGREGATE PAYABLE PERCENTAGE means the percentage of the Aggregate Benefit, otherwise
payable to the Policyholder that will be paid when Aggregate Eligible Claims Expenses, which are actually
Paid by the Policyholder in the current Policy Term, exceed the Aggregate Attachment Point (Corridor).

ALTERNATE SPECIFIC DEDUCTIBLE means a separate Specific Deductible, if any, shown in Special
Risk Limitations for certain participants identified in the Policy which must be satisfied prior to any
Specific Benefit becoming payable with respect to such participants.

ANNUAL AGGREGATE DEDUCTIBLE means the dollar amount of Aggregate Eligible Claims Expenses
that must be actually Paid by the Policyholder during any Policy Term for all Covered Units before an
Aggregate Benefit becomes payable to the Policyholder.

This amount cannot be finally determined until the end of the current Policy Term; that calculation is based
on the formula shown in the Aggregate Benefit Schedule.

APPLICANT means the entity; that has contracted with us to provide Stop Loss coverage.

APPLICATION means the written request of an entity through its duly authorized representative(s) for
insurance under this Policy on a form acceptable to us.

CATASTROPHIC CLAIM means any Known claim for a Covered Claim Expense Incurred, or expected
to be Incurred by a Participant that may reasonably be assumed will exceed 10% of the Annual
Aggregate Deductible in the current or next Policy Term.

CLAIM INFORMATION means to provide Complete Details following a Diligent Review of the data
requested by us in connection with the application for, or renewal of, this Policy on any claim incurred,
paid or pended 30 days prior to the beginning of any Policy Term or prior to a Material Change, Claim
Information includes but is not limited to Catastrophic Claims, Large Claims and Shock Losses.

CLAIMS ADMINISTRATOR means the third party administrator designated by the Policyholder and
approved by us. The Claims Administrator is shown in the Declaration Page.

COMPLETE DETAILS means detailed information including, but not limited to the Participant's name and
social security number, date of birth, diagnosis, prognosis (unless prognosis cannot be obtained due to
reasons beyond the Policyholder's or the Policyholder's Claims Administrator's control), and provider
name on any Participant covered by, or eligible for coverage, under a Covered Underlying Plan. For
purposes of privacy, a unique identifier may be used to identify the Participant in lieu of the person's
name, social security number and date of birth.
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COVERED CLAIMS BASIS means the time period shown in the Specific Benefit Schedule and the
Aggregate Benefit Schedule during which an Eligible Claims Expense must be Incurred and the time
period during which an Eligible Claims Expense must be actually Paid by the Policyholder in any Policy
Term. The Covered Claim Basis is shown in the Specific Benefit Schedule and the Aggregate Benefit
Schedule.

COVERED SERVICE or SERVICES means a service, supply or treatment for which the Participant has
incurred an Eligible Claims Expense and for which benefits are payable through the Covered Underlying
Plan(s). This does not include any service excluded under Special Risk Limitations.

COVERED UNDERLYING PLAN(S) means the employer's plan of benefits which are identified in this
Policy. This does not include any plan excluded under Special Risk Limitations.

COVERED UNIT or COVERED UNIT(S) means a group of one or more Participants composed of one or
more of the following types of Covered Units:

1. Composite - the employee, associate or member and all members of his or her family.

The number of Covered Units is used to calculate the premium due each month. The estimated number
and type of Covered Units for the first Policy Month of the current Policy Term is shown under Number of
Covered Units in the Specific Benefit Schedule and the Aggregate Benefit Schedule.

DEDUCTIBLE(S) means the Specific Deductible, Alternate Specific Deductible, or Aggregate
Deductible, as shown in the Specific Benefit Schedule, the Aggregate Benefit Schedule or under Special
Risk Limitations.

DILIGENT REVIEW means a complete review by the Policyholder or Policyholder's Claims Administrator
of the Covered Underlying Plan prior to the beginning of any Policy Term for Known potential Large
Claims. The potential for a Large Claim is Known if prior to the beginning of any Policy Term or prior to a
Material Change a reasonable person could assume the Policyholder or the Policyholder's Claims
Administrator has actual information about such claim.

DISCLOSURE FORM OR DISCLOSURE STATEMENT means the document signed by the Policyholder
following a Diligent Review that provides information, upon which we will rely, in part, to issue the Policy.

DISCLOSURE OR DISCLOSED means to provide Complete Details and any other documentation requested
following a Diligent Review including but not limited to census information and Claim Information prior to
the beginning of any Policy Term or prior to a Material Change.

EFFECTIVE DATE means the date shown on the cover page of this Policy.
ELIGIBLE CLAIMS EXPENSE means an expense for a Covered Service which is Incurred by a

Participant and for which benefits have been actually Paid by the Policyholder in accordance with the terms
of the Covered Underlying Plan(s). This term does not include an expense:

1. Not specifically included under the terms of the Covered Underlying Plan; or
2. Excluded under the terms of the Covered Underlying Plan; or
3. Excluded under the terms of this Policy including Excluded Claims Expenses, if any, shown in

Special Risk Limitations.
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EXCLUDED CLAIMS EXPENSES means expenses which are Incurred by a Participant for services,
supplies and treatment for, or related to, the condition, or resulting complications, of an injury or sickness
described in Special Risk Limitations.

INCURRED means the date a Participant receives a service, supply or treatment for an Eligible Claims
Expense.

KNOWN means information affecting the administration or underwriting of this Policy, which a reasonable
person can assume the Policyholder or the Policyholder's Claims Administrator had knowledge of prior
to a request for Disclosure or Claim Information.

LARGE CLAIM, SHOCK CLAIM OR SHOCK LOSS means any loss that is reasonably likely to result in a
potentially Catastrophic Claim, or any other loss due to the nature of the injury, illness or diagnosis that
the Policyholder or the Policyholder's Claims Administrator reasonably assumes will result in a significant
medical expense in the current or next Policy Term.

MATERIAL CHANGE or CHANGE means an action by the Policyholder that may have an economic
impact on our liability under this Policy. Material Changes include, but are not limited to, the following:

1 Changes in:

a. The information Disclosed or submitted by the Policyholder upon which our assessment of
risk was based; or

b. The Covered Underlying Plan(s); or
C. The Claims Administrator.
2 An increase or decrease of the number of Covered Units by more than 10% from the Effective

Date of this Policy or the date of the last Policy Anniversary, whichever is the later date.

3. A merger, acquisition, divestiture or similar transaction involving the Policyholder.
4, A bankruptcy proceeding involving the Policyholder or an Affiliate.
5. Any other change in factors bearing on the risk assumed by us, including but not limited to the age,

sex, geographic location and occupation of a Participant or a change in law or legislation changes the
nature of the risk assumed by us under this Policy.

This term does not include a change in the Covered Underlying Plan required by state or federal law.

MAXIMUM AGGREGATE BENEFIT means the maximum dollar amount we will pay the Policyholder for
the Aggregate Benefit in the current Policy Term. The Maximum Aggregate Benefit is shown in the
Aggregate Benefit Schedule.

MAXIMUM AGGREGATE ELIGIBLE CLAIMS EXPENSE means the maximum dollar amount of Eligible
Claims Expenses that are actually Paid by the Policyholder for a Covered Unit during the current Policy
Term which can be used either to satisfy the Annual Aggregate Deductibles or included in the calculation
of the Aggregate Benefit for that Policy Term. The Maximum Aggregate Claims Expense is shown in the
Aggregate Benefit Schedule.

MAXIMUM SPECIFIC BENEFIT means the maximum dollar amount we will pay the Policyholder per
Participant for the Specific Benefit. The Maximum Specific Benefit is shown in the Specific Benefit
Schedule.
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MINIMUM AGGREGATE DEDUCTIBLE means A times B times C, where:
A= The Aggregate Factor shown in the Aggregate Benefit Schedule.

B= The number of Covered Units reported by the Policyholder to the Policyholder's Claims
Administrator for the first Policy Month of the current Policy Term.

C= The number of months applicable to the current Policy Term.
Times 100%.

MONTHLY AGGREGATE DEDUCTIBLE AMOUNT means, for each Policy Month in the Policy Term, A
times B where:

A= The Aggregate Factor shown in the Aggregate Benefit Schedule

B= The number of Covered Units reported by the Policyholder to the Policyholder's Claims
Administrator at the start of that Policy Month.

PAID means the date:

1. Eligible Claims Expenses have been adjudicated and approved by the Policyholder or the
Policyholder's Claims Administrator; and

2. A check or draft for remuneration has been issued and deposited in the U.S. Mail (or other similar
conveyance), or is otherwise delivered to the payee electronically or in person; or a credit
transaction has been agreed to by the Policyholder or the Policyholder's Claims Administrator
and received by to the payee electronically or in person; and

3. Sufficient funds are on deposit the date the check or draft is issued to permit the check or draft to
be honored; or a sufficient line of credit exists to honor the check, draft or transaction.

A claim will not be considered actually Paid until all of these conditions are satisfied. A draft or check
returned to the Policyholder or Claims Administrator for any reason, or any credit transaction not honored
by the payee for any reason will not be considered actually Paid.

For purposes of this definition, "payee" means a Participant that received the Covered Service or the health
care provider that provided the Covered Service to the Participant.

PARTICIPANT or PARTICIPANTS means a person who is an employee, associate or member of the
Policyholder or Affiliate, and the dependents of such persons who are covered, or who become eligible
for coverage, through a Covered Underlying Plan.

POLICY means this contract between the Policyholder and us with respect to Stop Loss Insurance.

POLICY ANNIVERSARY means each anniversary of the Effective Date of this Policy, unless changed by
agreement between the Policyholder and us.

POLICYHOLDER means the entity shown on the cover page of this Policy.

POLICY MONTH means successive intervals of time, while this Policy is in effect, determined on a
monthly basis starting on the Effective Date of this Policy. Each new interval will begin on a day that
corresponds to the Effective Date of this Policy. If there is no such day in any applicable month, then the
last day of the month will be used.
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POLICY TERM means the time period shown in the Declaration Page. For purposes of this definition:

1. An initial Policy Term is the period of time from the effective date of the policy to the date of the
first Policy Anniversary.

2. A current or renewal Policy Term is the period of time either from the effective date of the Policy, or
the date of the last Policy Anniversary, to the date of the next Policy Anniversary.

Each Policy Term after the initial Policy term will begin on the Policy Anniversary. The initial Policy Term
will begin on the Effective Date of this Policy.

PREMIUM DUE DATE means the Effective Date of this Policy and the first day of each following Policy
Month.

SPECIAL RISK LIMITATION means any modification of the terms or conditions of this Policy.

SPECIFIC BENEFIT means the benefit paid when Eligible Claims Expenses actually Paid by the Policyholder
for a Participant in any Policy Term exceed the Specific Deductible.

SPECIFIC DEDUCTIBLE means the dollar amount which must be satisfied prior to any Specific Benefit
becoming payable. The Specific Deductible is shown in the Specific Benefit Schedule.

SPECIFIC PAYABLE PERCENTAGE means the percentage of the Specific Benefit, otherwise payable to
the Policyholder, that will be paid when Eligible Claims Expenses, which are actually Paid by the
Policyholder for a Participant, exceed the Specific Deductible. The Specific Payable Percentage is
shown in the Specific Benefit Schedule.

STOP LOSS INSURANCE means the coverage provided under this Policy, which provides benefits to the
Policyholder when Eligible Claims Expenses which are actually Paid by the Policyholder through the
Covered Underlying Plan(s) exceed the levels defined in this Policy.

UNDERLYING PLAN(S) means the employee benefit plans of the Policyholder which provide the benefits
identified in the Specific Benefit Schedule or the Aggregate Benefit Schedule to the Policyholder's or an
Affiliate's employees, associates or members and their dependents. This Policy insures the Policyholder
for excess losses through the employee benefit plans identified in this Policy as a Covered Underlying
Plan. This term does not include any employee benefit plan of the Policyholder that is not identified as a
Covered Underlying Plan in this Policy.
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HM LIFE INSURANCE COMPANY

FIFTH AVENUE PLACE, 120 FIFTH AVENUE, PITTSBURGH, PA 15222-3099
1-800-328-5433
RENEWAL RIDER

To be attached to and made part of Policy 402851-C issued to San Joaquin Valley Insurance Authority as
Policyholder.

It is hereby agreed effective January 01, 2013 that Policy 402851-C replaces Policy 402851-B for the
Policy term beginning January 01, 2013 and ending December 31, 2013 in its entirety.

All other terms and conditions of the Policy will continue to apply including but not limited to reapplication
of the Specific Deductible and Aggregate Deductible in the next Policy Term.

HM Life Insurance Company

By

President

HM SLR 1 Stop Loss Renewal Rider



HM LIFE INSURANCE COMPANY

FIFTH AVENUE PLACE, 120 FIFTH AVENUE, PITTSBURGH, PA 15222-3099
1-800-328-5433
SPECIFIC ADVANCE FUNDING RIDER

To be attached to and made part of Policy 402851-C issued to San Joaquin Valley Insurance Authority as
Policyholder. Effective January 01, 2013 it is hereby agreed:

The only Covered Expenses eligible for Specific Advance Funding are those that exceed the sum of the
Specific Deductible per Participant or the Alternate Specific Deductible shown in the Special Risk
Limitations.

Specific Advance Funding is available if all of the following conditions have been met:

1. The Specific Deductible per Participant or the Alternate Specific Deductible per Participant has
been met.

2. Claims submitted for an advance must be fully processed by the Claims Administrator and ready
for payment according to the terms of the Covered Underlying Plan within the current Policy
Term.

3. Each request for an advance must be equal to or greater than $1,000.

4. Claims must be Incurred during the current Policy Term and we must receive the request for an

advance no later than 15 days prior to the end of the current Policy Term. Any request
received after this period is not eligible for Advance Specific Funding.

5. The Covered Expense for which funds were advanced must be actually Paid within 5 working days
after receiving the advance for such expense. We will consider any Covered Expense actually
Paid within this time period to have been Paid within the current Policy Term, or at the end of the
Paid period for that term, if later, even if such payment occurs after the end of the current Policy
Term. If the Policyholder does not pay the Covered Expense within this time period, the advance
must be refunded to us within 5 working days.

6. Any funds advanced by us not used to pay a Covered Expense due to any type of discounting must
be refunded to us within 5 working days.

7. Premiums must be paid prior to the Premium Due Date. Should a premium which is otherwise due
not be paid prior to the end of the Grace Period:

a. The Policy will automatically terminate on the last day of the Policy Month for which premiums
were last paid; and

b. The Policyholder must reimburse us for the any funds advanced by us within 5 working
days.

All other terms and provisions of the Policy will apply.

HM SAF (810) 1 Specific Advance Funding Rider



HM Life Insurance Company

By
[ “H 4 \ k 'n.’ (A "
President

HM SAF (810) 2 Specific Advance Funding Rider



HM LIFE INSURANCE COMPANY

FIFTH AVENUE PLACE, 120 FIFTH AVENUE, PITTSBURGH, PA 15222-3099
1-800-328-5433
BRIDGE RENEWAL RIDER

To be attached to and made part of Policy 402851-C issued to San Joaquin Valley Insurance Authority as

Policyholder. Effective January 01, 2013 it is hereby agreed that the Covered Claims Basis in the Specific
Benefit Schedule is amended by the addition of:

If you renew this Policy the Covered Claims Basis for this Policy Term will be revised so that
Eligible Claims Expenses include only such expenses Incurred from January 01, 2013 through
December 31, 2013 and actually Paid January 1, 2013 through December 31, 2014 .

All other terms and provisions of the Policy will continue to apply.

HM Life Insurance Company

By

President

HM GR 1 Bridge Renewal Rider



HM LIFE INSURANCE COMPANY

FIFTH AVENUE PLACE, 120 FIFTH AVENUE, PITTSBURGH, PA 15222-3099
1-800-328-5433

CANCER CLINICAL TRIAL RIDER

To be attached to and made part of Policy 402851-C issued to San Joaquin Valley Insurance Authority as
Policyholder. Effective January 01, 2013 it is hereby agreed that the definition of Eligible Claims
Expenses is amended by the addition of:

This term includes the following items and services in connection with an approved cancer clinical trial:

1.

Otherwise covered physician fees, laboratory expenses, and expenses associated with a
hospitalization; and

Evaluation and treatment of the patient associated with the underlying disease; and

The cost of care consistent with the usual standards of care whenever a patient receives medical
care associated with an approved cancer clinical trial; and

Care that would be covered by the Covered Underlying Plan if such items and services were
provided other than in connection with an approved cancer clinical trial.

The term does not include the following items and services in connection with a cancer clinical trial:

1.

2.

The costs of the investigational drugs or devices themselves; or

The costs of any non-health service that might be required for a Participant to receive the
treatment or intervention (e.g., transportation, hotel, meals, and other travel expenses); or

The costs of managing the research; or

Any cost which would not be covered under the Covered Underlying Plan's benefits for non-
investigational treatments.

An approved cancer clinical trial must include a scientific study of a new therapy or intervention for the
treatment, palliation, or prevention of cancer in human beings that meets all of the following requirements:

1.

The treatment or intervention is provided pursuant to an approved cancer clinical trial that has
been funded, authorized or approved by one of the following:

a. The National Institutes of Health (NIH) including the National Cancer Institute (NCI); or

b. The United States Food and Drug Administration (FDA) in the form of an investigational
new drug (IND) exemption; or

C. The United States Department of Veterans Affairs (VA); or

d. Centers for Disease Control and Prevention (CDC); or

HM CCT 1 Cancer Clinical Trial Rider



2. The proposed therapy has been reviewed and approved by the applicable qualified Institutional
Review Board.

3. The available clinical or pre-clinical data indicate that the treatment or intervention provided
pursuant to the approved cancer clinical trial will be at least as effective as standard therapy, if
such therapy exists, and is anticipated to constitute an improvement in effectiveness for treatment,
prevention, or palliation of cancer.

4. The facility and personnel providing the treatment are capable of doing so by virtue of their
experience and training.

5. The trial consists of a scientific plan of treatment that includes specific goals, a rationale and
background for the plan, criteria for patient selection, specific directions for administering therapy
and monitoring patients, a definition of the quantitative measures for determining treatment
response, and methods for documenting and treating adverse reactions. All such trials must have
undergone a review for scientific content and validity, as evidenced by approval from one of the
federal entities identified above.

6. The trial must:
a. Evaluate a service which is otherwise an Eligible Claims Expense; and
b. Have a therapeutic intent (i.e., not designed exclusively to test toxicity or disease

pathophysiology); and
C. Enroll diagnosed Participants.
All other terms and provisions of the Policy will continue to apply.
HM Life Insurance Company

By

President

HM CCT 2 Cancer Clinical Trial Rider



HM LIFE INSURANCE COMPANY

FIFTH AVENUE PLACE, 120 FIFTH AVENUE, PITTSBURGH, PA 15222-3099
1-800-328-5433
EXTENDED LIABILITY RIDER

To be attached to and made part of Policy 402851-C issued to San Joaquin Valley Insurance Authority as
Policyholder. Effective January 01, 2013 it is hereby agreed that the Covered Claims Basis in the
Specific Benefit Schedule and the Aggregate Benefit Schedule is amended by the addition of:
If an Eligible Claim Expense is denied by the Policy and that denial is subsequently reversed by an
Independent Review Organization (IRO) the Covered Claims Basis for the Policy Term in which such
Eligible Claim Expense was denied will include all such Eligible Claim Expenses reversed by an
Independent Review Organization (IRO).

Independent Review Organization (IRO) means the organization for external review as required under
the external review process of the Patient Protection and Affordable Care Act.

If the Policy terminates prior to the end of the current Policy Term:

1. The Covered Claims Basis in the Specific Benefit Schedule and Aggregate Benefit Schedule is
limited to Eligible Claims Expenses Incurred and actually Paid by 11:59 PM current Eastern Time up
to the date the Policy terminates; and

2. No Deductible of the Policy will be satisfied and no benefit will be paid under the Policy for Eligible
Claim Expenses denied prior to the date the Policy terminates that are subsequently reversed by an
Independent Review Organization (IRO).

All other terms and provisions of the Policy will continue to apply.

HM Life Insurance Company

By

President

HM IRO 1 Extended Liability Rider



POLICY AMENDMENT NO. 1

Attached to and made a part of Policy 402851-C
issued to San Joaquin Valley Insurance Authority as Policyholder.

It is agreed that the Stop Loss Insurance Policy 402851-C issued to San Joaquin Valley Insurance Authority is
amended as follows:

1. The Affiliates within Section F of the Declaration Page is amended to read as follows:
F. AFFILIATES
Name Covered Underlying Plan(s)
County of Fresno Same as Policyholder’s
County of Tulare Same as Policyholder’s
City of Tulare Same as Policyholder’s
City of Ceres Same as Policyholder’s

This amendment is effective January 1, 2013.
HM Life Insurance Company

By

President

Printed 402851-C
05/01/2013 Amendment No. 1



A\ BOARD OF DIRECTORS
\v ANDREAS BORGEAS
JUDITH CASE

San Joaquin Valley ik Ennis
. PHIL LARSON
Insurance Authority

DEBORAH POOCHIGIAN

PETE VANDER POEL

Meeting Location:
Fresno County Employee
Retirement Association Board
Chambers
1111 H Street
Fresno, CA 93721
July 26, 2013 9:00 AM

STEVE WORTHLEY

AGENDA DATE: July 26, 2013
ITEM NUMBER: 10
SUBJECT: Extension of Agreements with Chimienti & Associates

and Gallagher Benefit Services for one year through
December 31, 2014

REQUEST(S): That the Board Direct Staff to amend and extend
agreements with Chimienti & Associates and Gallagher
Benefit Services for one year under the same terms,
conditions and pricing as the current agreements
through December 31, 2014.

DESCRIPTION:

The SJVIA currently has agreements in place with Chimienti & Associates and
Gallagher Benefit Services (GBS) for specific administrative and consulting
tasks that are essential to day-to-day operations. Both agreements were
executed at the inception of the SJVIA in 2010. The agreement with Chimienti
& Associates provides consolidated eligibility, vendor billing, accounting and
payment reconciliation, COBRA Administration, Flexible Spending Account
Administration and voluntary supplemental benefits. The complexity of the
SJVIA rate structure and flexibility afforded by use of the “Admin Direct”
benefits eligibility system has assisted the SJVIA is recent expansion efforts.
The agreement provides that GBS provide services related to strategic planning,
financial monitoring and reporting, renewal services, renewal underwriting and
rate setting, vendor management, compliance services, member agency support
services and program marketing and promotion.



AGENDA: San Joaquin Valley Insurance Authority

DATE: July 26, 2013

Both the Chimienti and GBS agreements were extended from their initial
termination date of December 31, 2012 to December 31, 2013 with the intent
of completing a competitive bidding process this year. However, staff delayed
releasing the request for proposals for both agreements as the complexities of
implementation of the Patient Protection & Affordable Care Act (PPACA) became
apparent and required additional information. For example, guidance has not
been released on the PPACA’s rolling “look-back” period to determine eligibility
for part-time or seasonal employees. Although it was announced this month
that the employer-mandate provision will be delayed one year, it is important
that the eligibility and billing system allows for all requirements under PPACA.
Additionally, the SJVIA has been adding new entities consistent with the
growth and marketing plan and any RFP will need to take the complexities of
multiple entities into account.

The recommended action would direct staff to execute amendments with both
Chimienti & Associates and GBS to extend the agreements one additional year
(January 1, 2014 through December 31, 2014) under the same terms,
conditions and pricing as the current agreement. Staff will return to your
Board with the extension and a timeline for the RFPs for both Chimienti and
GBS.

FISCAL IMPACT /FINANCING:

The fee for the Chimienti & Associates services to the SJVIA amounts to $6.50
per employee per month (PEPM) and applies only to member entities
participating in the Anthem plan offerings. Based on current enrollment at
member entities, Chimienti would receive approximately $650,000 in 2014.
The GBS fee to the SJVIA for services amounts to $4.00 per employee per
month (PEPM). Based on current enrollment at member entities, GBS would
receive approximately $415,000 in 2014.

These expenses are included in the adopted FY 12/13 SJVIA budget and will be
part of the renewal calculations for the Plan Year 2014 rates.



AGENDA: San Joaquin Valley Insurance Authority

DATE: July 26, 2013

ADMINISTRATIVE SIGN-OFF:
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Jeffrey Cardell Paul Nerland
SJVIA Manager Assistant SJVIA Manager



BEFORE THE BOARD OF DIRECTORS
SAN JOAQUIN VALLEY INSURANCE
AUTHORITY

IN THE MATTER OF Extension of Agreements with Chimienti & Associates
and Gallagher Benefit Services for one year through December 31, 2014

RESOLUTION NO.
AGREEMENT NO.

UPON MOTION OF DIRECTOR ,  SECONDED BY
DIRECTOR , THE FOLLOWING WAS ADOPTED BY
THE BOARD OF DIRECTORS, AT AN OFFICIAL MEETING HELD
___,BY THE FOLLOWING VOTE:

AYES:

NOES:
ABSTAIN:
ABSENT:

ATTEST:

BY:

* *x % k% k% % % % % % % *x X% k% k% % % *

That the Board directed staff to amend and extend agreements with Chimienti
& Associates and Gallagher Benefit Services for one year under the same
terms, conditions and pricing as the current agreements through December 31,
2014.



A\ BOARD OF DIRECTORS
\v ANDREAS BORGEAS
JUDITH CASE

San Joaquin Valley ik Ennis
. PHIL LARSON
Insurance Authority

DEBORAH POOCHIGIAN

PETE VANDER POEL

Meeting Location:
Fresno County Employee
Retirement Association Board
Chambers
1111 H Street
Fresno, CA 93721
July 26, 2013 9:00 AM

STEVE WORTHLEY

AGENDA DATE: July 26, 2013

ITEM NUMBER: 11

SUBJECT: Report on Retiree Pool Options

REQUEST(S): That the Board of Directors receive the report on retiree
pool options within the SJVIA and provide direction to
staff.

DESCRIPTION:

In response to a request from the City of Tulare, GBS was asked to review the
feasibility, methodology, potential opportunities and impact of rating the Pre65
retiree population separately within the SJVIA . As a general rule of thumb,
rating a population as a ‘pool within a pool’ is typically not viable unless there
are more than 500 subscribers.

Currently, there are approximately 400 Pre65 subscribers within the SJVIA
and all participants are rated as one unit. Some member entities then adjust
premiums for this pre-65 retiree population to eliminate an implicit rate
subsidy. Blending the rates for the actives and retirees creates an implicit rate
subsidy that is accounted for by the participating entity in their financial
statements consistent with Governmental Accounting Standards Board (GASB)
statement 45.

A summary of retiree benefits for the SJVIA’s Participating Entities follows:



AGENDA: San Joaquin Valley Insurance Authority

DATE: July 26, 2013

County of Tulare: 340 retirees are covered in the SJVIA. 129 are Pre65
and 211 Post65. The rate structure is “blended” meaning that the
retirees have common plan designs and share risk in the same rate
structure to that of the active employees. This creates a GASB 45
implicit subsidy.

County of Fresno: 268 Pre65 retirees are covered in the SJVIA. Post65
retirees are covered outside of the SJVIA on group plans offered by the
County. The Pre65 and Post65 rates are unblended resulting in a
separate rate structure from that of the employees. Prior to the SJVIA,
the Pre65 retiree rates were developed based on the actual claims
experience of that subset population. Since the formation of the SJVIA,
the cost differential between retiree and active rates was maintained
based on the differential that existed prior . Because the retiree rates are
unblended, the County of Fresno does not have a GASB 45 implicit
subsidy. Since the unblending of the retiree rates, many Pre65 retirees
at the County of Fresno elect COBRA (18 months) and CalCOBRA (18
months) at their retirement date. Currently, there are approximately 200
retirees electing COBRA.

City of Tulare: 25 Pre65 retirees are covered in the SJVIA. Post65
retirees are covered outside of the SJVIA on a group plan through the
City. Like the County of Fresno, the rates are unblended. Prior to the
SJVIA, the retiree rates were developed based on an accepted actuarial
methodology that called for retiree rates to be 1.85 times that of the
active rates. This methodology was adopted to alleviate the radical
fluctuations that existed in the past when the City used a true cost
methodology to calculate rates based only on retiree claims experience
(fewer retirees resulted in higher volatility in the rates). Since the
formation of the SJVIA, the cost differential between retiree and active
rates has been maintained with the 1.85 differential that existed prior to
joining. Because the retiree rates are unblended, the City of Tulare does
not have a GASB 45 implicit subsidy.

Analysis

Establishing a ‘pool within a pool’ would constitute a change in underwriting
methodology from the Board approved existing methodology. GBS and SJVIA
staff have worked with Glen Volk, Actuarial Consulting Manager for GBS

-2



AGENDA: San Joaquin Valley Insurance Authority

DATE: July 26, 2013

Analytics to complete the attached report (Exhibit A) summarizing and
analyzing the opportunity for establishing a retiree pool within the SJVIA. In
this study, retiree information consisting of census demographics, plan
selection, and rate structure by member entity is compared against active
membership by member entity as well as to that of entire SJVIA.

This analysis deals primarily with the pre-Medicare retirees. Experience on
Medicare retirees is more similar to the active experience, thus suggesting that
there should be some consideration to have a separate pool for Medicare
retirees. Fewer employers offer coverage to Medicare retirees, so this issue will
affect a smaller subset of the participating entities.

Staff & GBS Recommendation

If the SJVIA elects to move forward with a retiree pool, we would recommend
focusing on the Medicare retirees in that pool at this time, but with separate
rates to reflect the impact of Medicare being the primacy payer for medical
claims. Once the pre 65 population reaches 500 participants it is
recommended that the staff return to the Board with a plan pool structure for
consideration. Currently, approximately 1,000 County of Fresno Medicare
retirees are covered outside of the SJVIA under a Kaiser plan along with a
Hartford Benistar plan. The current rates and benefits for these plans are
included with this item (Exhibit B). Improved pricing may be achieved for 2014
if the County of Fresno, Tulare, and City of Tulare were to come together to
form a SJVIA Medicare Retiree Pool. We recommend further exploration of this
concept and return to your Board with plan options and 2014 pricing at the
next Board meeting.

FISCAL IMPACT /FINANCING:

None at this time.



AGENDA: San Joaquin Valley Insurance Authority

DATE: July 26, 2013

ADMINISTRATIVE SIGN-OFF:
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SJVIA Manager Assistant SJVIA Manager



BEFORE THE BOARD OF DIRECTORS
SAN JOAQUIN VALLEY INSURANCE
AUTHORITY

IN THE MATTER OF Report on Retiree Pool Options
RESOLUTION NO.
AGREEMENT NO.

UPON MOTION OF DIRECTOR , SECONDED BY
DIRECTOR , THE FOLLOWING WAS ADOPTED BY

THE BOARD OF DIRECTORS, AT AN OFFICIAL MEETING HELD
, BY THE FOLLOWING VOTE:

AYES:

NOES:
ABSTAIN:
ABSENT:

ATTEST:

BY:

* % % k% k% % % %k % % *x *x X% k% * % % *
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1. Plan Background

The San Joaquin Valley Insurance Authority (“SJVIA”) is a Joint Purchasing Authority (“JPA”)
providing health insurance coverage to several municipal employers in the San Joaquin Valley
area. In addition to covering active employees, most of the participating entities offer coverage
to retirees who are not yet eligible for Medicare, although there is a wide variation between
entities in how much the retirees are required to pay for coverage. In addition, one current
participating entity offers coverage to Medicare eligible retirees.

Claim costs for retirees are usually very different than they are for active employees. Pre-
Medicare retirees tend to be much more costly due to the demographic differences. Once
employees become eligible for Medicare, the medical portion of their claims are greatly reduced
because Medicare is primary for retirees. Pharmacy claims for Medicare eligible retirees are not
offset by Medicare and typically make up over half of the claim cost for this population. In total,
claim costs for Medicare retirees are similar to claim costs for active employees.

Because of the variation in claim costs for retirees, particularly for pre-Medicare retirees, the
inclusion of those retirees will cause the overall experience of the pool to be worse than it would
be without that subset. If pre-Medicare retirees are funded at the same rates as actives, an
implicit subsidy is created under which the funding rates for active employees subsidize the cost
of the pre-65 retirees. Under GASB 45, this blended funding approach creates an implicit
liability which in turn generates an Other Postemployment Benefit (“OPEB”) expense that must
be reported and accrued each year. If an employer charges the pre-Medicare retirees rates that
are based on the expected cost of those lives on a standalone basis, the implicit subsidy is
eliminated (and the rates for active employees will be lower). Consequently, the manner in
which the pre-Medicare retirees are rated can have a material impact on the employer’s financial
reporting.

Because the cost for Medicare eligible retirees is much closer to the cost of active employees,
there is usually a much smaller implicit subsidy under GASB 45 for the Medicare eligible retiree
population. In addition, because Medicare eligible retirees have options for securing adequate
coverage at much more affordable premiums than pre-Medicare retirees, many employers do not
allow retirees to remain on the plan once they are eligible for Medicare. In addition to Medicare
itself, these retirees are eligible for Medicare supplement policies and in many locations a variety
of Medicare Advantage plans. They also have access to prescription drug coverage under
Medicare Advantage plans or through standalone Prescription Drug Plans (“PDPs”) under the
Medicare Part D program. All of these plans tend to be much more affordable than any coverage
available to pre-Medicare retirees.

There is a great deal of variation in how the entities currently participating in the SJVIA pool
treat retirees. The following table summarizes the current practices. In the table, “Blended”
means the same rates are used for actives and retirees, while “Self-Supporting” means the retiree
rates are set separately with the intent of supporting their own expense.



Retirees Covered Retiree Pricing Method
Entity Pre-65 65+ Pre-65 65+
County of Tulare 129 211 Blended Blended
County of Fresno 268 N/A Self-Supporting N/A
City of Tulare 25 N/A Self-Supporting N/A
City of Ceres Very few N/A Blended N/A

For the County of Fresno, many of the retirees are actually taking COBRA and are expected to
drop their coverage when the COBRA period ends.

As the pool expands, it is likely that there will be even greater variation in how participating
entities handle retiree coverage. At the request of the SIVIA, Gallagher Benefit Services has
compiled information about the retiree experience of the entities above and considered the

impact of setting up a separate pool, or pools, for retirees. Our analysis is summarized in the

following sections.




2. Historical Retiree Experience

We reviewed the premium and expense for active and retiree coverage for 2011 and 2012 for
each participating entity. The data was prepared for us by the Gallagher Fresno office. We did
not audit the data but we did review if for reasonableness and consistency and we believe it is
sufficient for the purposes of this analysis. Due to the size of the retiree population, this
experience is not completely credible but it does illustrate some interesting trends that can be
used in the development of a retiree strategy. The key results for each entity are summarized
below, and the complete analysis is included as an attachment to this report.

County of Tulare

The County of Tulare allows pre- and post-Medicare retirees to select from the same plans that
are offered to active employees. Retirees pay 100% of the blended premium rate. The
enrollment in the pre-Medicare retiree plan has a similar distribution across the plans to the
active enrollees, while Medicare eligible retirees who participate are far more likely to take the
$1000 deductible plan and less likely to take the $0 and $500 deductible plans.

As measured on a per member per month (“pmpm”) basis, where members include employees
and dependents, the experience is similar to what we would expect. Pre-Medicare retirees on
average have claims that are double the average of active members. There is significant
variation by plan, which is likely attributable to the smaller sample size within any one plan. As
a rule of thumb, we expect pre-Medicare retirees to average 75% to 100% more than actives, so
these results, in aggregate, are not surprising.

Medicare retirees cost, on average, 25% to 30% more than actives over the two years, despite a
lower average plan value due to the higher enrollment in the $1000 deductible plan. Pharmacy
claims accounted for 60% of the total claim cost for this group over the 2 year period. Our rule
of thumb for Medicare retirees is that they cost 100% to 120% of what actives do, so the
County’s experience is slightly outside the norm. Given the relatively small number of
members, some variation from our norms is not surprising.

Since the premium rates are the same for actives and both retiree categories, it is not surprising,
given the results above, that the active lives did indeed subsidize the retiree experience
significantly. We estimate the underwriting gain/ (loss) by class for each year as follows
(excluding stop loss recoveries of approximately $200,000 in each year):

Class 2011 2012

Actives $2,043,985 | $1,067,155
Pre Medicare Retirees | ($992,609) | ($892,500)
Medicare Retirees (5126,064) | ($246,833)
Total $925,311 (872,177)

Based on these results, there is a significant implicit subsidy built into the blended rates to cover
the costs of the retirees. This subsidy must be measured and reported under the requirements of



GASB 45. Overall, the County of Tulare’s results are typical of what we see for employers
using the blended rating approach.

County of Fresno

The County of Fresno allows pre-Medicare retirees to participate only in the High Deductible
PPO plan. The County charges its pre-Medicare retirees more than the premium rates for
actives, although the loads are not uniform by tier and are less than we would expect to be
necessary to fund the full expense. The active and retiree rates for 2013 are summarized in the
following table:

Dollar %
Tier Active Retiree Difference Difference
Employee $440.82 $617.08 $176.26 40%
Employee/Spouse $933.73 $1,092.43 $158.70 17%
Employee/Child(ren) $837.11 $963.97 $126.86 15%
Employee/Family $1,275.65 $1,438.15 $162.50 13%

The comparison of the active and retiree experience is more complicated for the County of
Fresno because the active lives are spread across two plans but the retirees are all in one plan.
We would normally expect the active High Deductible plan would attract a healthier than
average population, so a straight comparison between the active and retiree high deductible plans
may be somewhat skewed. In fact, the active PPO pmpm claims were over 3 times as high as the
high deductible pmpm claims in both 2011 and 2012, so it appears that the active high deductible
plan is the beneficiary of very positive selection. Given that, it is not surprising that the retiree
pmpm claims exceeded the active pmpm for the high deductible plan by 62% in 2011 and by
over 150% in 2012. But if we compare the retiree pmpm cost to the active cost across all plans,
the pmpm retiree claims were actually 29% lower in 2011 and 12% higher in 2012.

The underwriting results for the County of Fresno are much different than for the County of
Tulare, due to the higher retiree premiums and the more favorable retiree experience. The 2011
and 2012 underwriting results are summarized in the following table.

Class 2011 2012

Actives (5420,995) | $380,100
Retirees $436,513 | ($7,039)
Total $15,517 $373,061

In 2011, the retiree plan actually produced a gain, which is very surprising even considering the
higher premiums. In 2012, the retiree plan broke even, and even that is perhaps slightly
surprising since the premium loads are not as large as the expected difference in claim costs.
Again, the small population will see large swings from year to year, and it may be that we simply
saw an unusually good year in 2011 and experience is now regressing back to the norm for the
retiree population. At the noted premium loads, we expect that over time the County of Fresno
plan will also see an implicit subsidy on its retiree coverage, with the resulting GASB 45 liability
and expense.



City of Tulare

Because the City of Tulare has such a small number of retirees, the experience has no credibility
and we limited our review to a comparison of the premium rates between active and retiree
plans. The City offers PPO plans with deductibles of $500, $1000, and $3000 to retirees. It
offers the same $500 and $1000 deductible plans to retirees, but also offers a $0 deductible plan
to actives rather than the $3000 deductible plan. The retiree rates for the $500 and $1000 plans
are considerably higher than the rates for the corresponding active plans, as summarized in the

following table.

Plan Tier Active Retiree $ Difference % Difference
$500 Employee $484.48 $961.83 $477.35 99%
Deductible | Employee +1 N/A $1,923.68 N/A N/A
Family $1,065.85 $2,693.14 $1,627.29 153%
$1,000 Employee $435.67 $877.42 $441.75 101%
Deductible | Employee + 1 N/A $1,754.84 N/A N/A
Family $958.48 $2,456.77 $1,498.29 156%

The retiree premiums for single coverage are approximately double, while the premiums for
family coverage are 2.5 times as high as the active rates. At these rates, we believe the retiree
plan can be expected to be self-supporting and we do not expect an implicit subsidy for retiree
coverage.

City of Ceres

We do not have complete data for the City, and once again the retiree population is very small,
so the experience will not be credible. Since the retiree rates are the same as the active rates, we
expect there will be an implicit subsidy for the City.

Summary

With the possible exception of the retiree experience for the County of Fresno, the results are
consistent with our expectations. Pre-Medicare retirees are generally much more expensive than
active members, and including them in the active rating pool creates a subsidy under which the
active rates subsidize the retirees. The County of Tulare is the only participant that provides
retiree coverage for Medicare eligible retirees through the pool, and the experience for that plan
suggests there is also an implicit subsidy for that population if they are rated on a blended basis,
though it is much smaller than the implicit subsidy we see for the pre-Medicare retirees.



3. Pros and Cons of a Separate Pre-Medicare Retiree Pool

The SJVIA could create a separate pool for pre-Medicare retirees (or all retirees). Under this
approach, the retirees of all participating entities would be assigned to a separate rating pool, and
rates would be set to make that pool self supporting. Some advantages of this approach are as
follows.

1. The current rates for active employees are higher than they need to be because they are
supporting the more expensive retirees, at least for some participants. If new participants
bring additional retirees who are priced at blended rates, this implicit subsidy could get
worse. This could hurt the competitiveness of the pool, especially when quoting on
smaller, manually rated prospective participants that do not cover retirees. A separate
retiree pool should make the rates charged for active employees more competitive.

2. Carving out the retirees and pricing them appropriately will eliminate the implicit subsidy
associated with the retirees under GASB 45, although it would still provide a coverage
option for these retirees.

3. The retiree pool could still allow participating entities to subsidize retiree premiums, so
those who wanted to keep the retiree premiums lower could do that with an explicit
premium subsidy rather than the implicit subsidy that a blended rate structure produces.

4. Self-supporting rates for pre-Medicare retirees will result in rates that are much more
consistent with what retirees are likely to see in the state Exchange. This will help justify
the rates when retirees complain that the self-supporting rates are excessive. It will also
encourage retirees to seriously consider the Exchange, especially if they qualify for
premium assistance through the Exchange. There is no penalty on the employer if
retirees go to the Exchange and obtain subsidized coverage.

There are also some potential disadvantages of setting up a separate retiree pool.

1. The feasibility and/or desire for an entity to adjust their contributions to an existing
retiree is very low. Entities are often more open to adjusting rate blending to mitigate
GASB 45 implicit subsidy than to modifying contributions impacting explicit subsidies.
Also, contribution amounts are more clearly defined than rate structure in bargaining
agreements.

2. For those participants that currently charge a blended rate, the increase under a self-
supporting separate pool will be very large. This may cause bad publicity and is likely to
be a hardship for current retirees, depending on what coverage is available through the
State Exchange.

3. Even for those participants that already have separate rates for pre-Medicare retirees, it is
possible that the retiree pool rate structure would result in a significant change to some



rates. For example, the current loads in the retiree premiums for the County of Fresno
would probably go up under a separate retiree pool.

4. ltis possible that by raising retiree rates, the pool may subject itself to a higher degree of
anti selection. The more retirees are asked to pay, the more the healthier ones will look
for other options, leaving a potentially even higher cost retiree pool.

5. Adding a separate pool may result in a greater administrative burden. This should not be
a significant factor.

6. The separate pool may be perceived negatively by future prospective participants if they
do not share the desire to charge retirees self-supporting rates. As noted above, they
could still provide an explicit subsidy to keep the retiree premiums more in line with
where they are today.

A factor that lends support to the decision to move to a separate pool for pre-Medicare retirees,
or all retirees, is that it gives participating entities an opportunity to avoid the implicit subsidy
under GASB, but does not preclude an entity from replacing the implicit subsidy with an explicit
subsidy if they prefer to keep the retiree premiums at the blended active/retiree level. So there is
an advantage for those that want it, but the change is not forced on those that don’t. However,
this factor does not take into account the current rate blending flexibility in place with the SIVIA
at the member level. The existing structure allows for member entities that have unblended rates
to join the SJVIA with rate structure intact by adhering their prior cost differential for active
employees versus retirees. Again, the flexibility or willingness to adjust implicit subsidy for
member entities seems to be much greater than to adjust explicit subsidy (contributions for
retiree coverage). The appeal of the SJVIA to prospective members may be diminished if the
current active/retiree rate flexibility is replaced by a requisite to unblend rates and increase
explicit subsidies. The transition of the potential rating may prove problematic to existing
member entities that have joined under a certain underwriting methodology and with rate
guarantees in place. Further, the County of Fresno may be advised to resist this potential change
as they do not presently have an implicit OR explicit GASB 45 subsidy position (unblended rates
and no retiree contribution).

From an underwriting perspective, a separate retiree pool provides a greater opportunity to
charge premiums that are more consistent with the underlying risk. The current approach is not
wrong or especially problematic, but a separate pool could be considered a small improvement
from a rating perspective. The pool would need to larger than its current size of 400 retirees. In
order for it to function well it would need to be over 1,000.



4. Next Steps

If the SJVIA elects not to establish the separate pool for retirees, no further action is needed.
The pool will continue to operate as it has been.

If the SIVIA elects to move ahead with the separate pool, then as part of the 2014 renewal
process Gallagher will do a separate renewal calculation for the retiree lives. That calculation
will look at the cost across all entities, with an adjustment for plan designs, to produce a pmpm
cost for a benchmark retiree plan design. Plan factors will be applied to get the comparable
pmpm cost for all retiree plans offered by participating entities.

The renewal for active employees will be prepared just as it has in the past, but with the retiree
experience removed.

As a final step, the rates of the actives and retirees will be compared for reasonableness.
Because the retiree population will not be fully credible, it may be necessary to make an
adjustment to the retiree rates to keep the active/retiree relationship appropriate.

This analysis deals primarily with the pre-Medicare retirees. As noted earlier, experience on
Medicare retirees is more similar to the active experience, but it is also possible to have a third
pool for Medicare retirees, or a single retiree pool that has separate rates for pre- and post-
Medicare retirees. Many employers have separate rates for Medicare retirees. Fewer employers
offer coverage to Medicare retirees, so this issue will affect a smaller subset of the participating
entities. If the SJVIA elects to move forward with a retiree pool, we would recommend focusing
on the Medicare retirees in that pool, but with separate rates to reflect the impact of Medicare
being the primacy payer for medical claims.



5. Certification

I, Glen R. Volk, am a Fellow of the Society of Actuaries and a Member of the American
Academy of Actuaries. | am a Consulting Actuary with Healthcare Analytics, a division of
Gallagher Benefit Services. | have prepared this analysis at the request of the Fresno office of
Gallagher Benefit Services. | certify that to the best of my knowledge and judgment:

e | have relied on data provided by the Gallagher Fresno office and | believe the data is
appropriate for the purposes of this analysis.

e | am not aware of any relation between myself, the Gallagher Benefits Fresno office, or

the SJVIA, that would impair or appear to impair my ability to conduct this analysis in an
unbiased manner.

e This analysis is prepared for the purposes described in the report. Any other use of the
analysis or results in inappropriate.

o | sati