RSD #4
Consumer Directed Health Plan
Frequently Asked Questions =

What is a Consumer Directed Health Plan? - ' ' h
RSD #4 is offering a Consumer Directed Health Plan (CDHP) The CDHP will have two ;
distinct components; a Hrgh Deduct1ble Health Pian (HDHP) and a Health Savmgs Account

(HSA).

An HSA 1s a tax~advantaged savings vehrcle for fundrng quahﬁed health care expenses.

-Deposits to an HSA are deductible from income. ‘Amounts withdrawn for quahﬂed health
expenses are not subject to income ¢ tax. HSAS are regulated by the IRS and the Department of o

Treasury.

- An HDHP is a medical plan with a comprehensive deductible that apphes to all health care
.-~ -expenses (In and Out-of-Network). For 2009 an HDHP must have a minimum deductible of
$1,150 per Individual and $2,300 per family. This amount is subject to annual indexing

~adjustments. Special consideration may be made by allowrng Preventrve Care to be covered at

100% and not sub]ect to the deductrble

CDHP plans cover both medrcal and prescnptlon services.  Standalone Dental and Vision
Benefits (if applicable) may still be provided on a standalone basrs (not subject to the
deductible).

In RSD #4’s case, the current HDHP is a PPO plan with a $1,500. srngle Deductrble and a
$3,000 family deductible. Under RSD #4’s plan In-Network Preventrve Care services will not
be subject to the deductible and will be covered 100% Dental servrces wrll remarn on a
standalone basis. SR

An HSA must be afﬁhated wrth a qualrﬁed Hrgh Deductrble Health Plan (HDHP) for a '_ N
qualifying contribution to be made

Please note: the term “HSA” and “CDHP” are both used mterchangeably to commonly
 represent both the medical plan with deductibles and the tax advantaged bank account. While
“this is commonly accepted and understood, the term HSA technically refers to only the bank

account portion of the plan. For purposes of this document, the term HSA will be used in the

technical format and will refer to the Health Savings Bank Account. The term CDHP will be
- used in reference to the combmed medical plan wrth deductrbles and the tax advantaged bank
account. :

This summary is intended to be informational only
As always, consult with your legal and tax counsel for legal and tax guidance.
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What is the concept behind CDHP?

Under the CDHP, members must satisfy the deductible before obtaining reimbursement from
the Health Plan. This is in contrast to the fixed dollar copays every time you receive services
under a non-HDHP plan.

The plan design assumes that as members are faced with a dlreet share of the upfront cost of L
services, they wﬂl change their “buymg habrts 2o : : S e

Example: Gomg to the Emergency Room on Wednesday night for cold symptoms versus
wa1t1ng to go to your Primary Care Physwlan 8 ofﬁce on Thursday mornmg

Further mcentlves are. then provrded by the estabhshment of the HSA aecount whlch allows
members to use tax advantaged dollars to pay for qualified medical expenses. To help fund -
these expenses, RSD #4 will make contributions to their Active Employees HSA funds.

The. combmatlon of these factors reduces.the premlum requrrement whrch is reﬂected in your- o
premlum contr1but1on - S . e - RN

Is the CDHP plan rlght for me'?
The CDHP plan is being offered as an option to the traditional copay based plan(s) It isa

personal | decision and will unpact each person differently..

To help you focus on your choice you should consider the followmg
» Personal Health Considerations

o. . Types of Recent/Expected Expenses

o Typesand Number of Prescrlptrons o

o  Family Health Hrstory
How much is my premium cost share for each plan
What are my expected copay expenses under the traditional coapy based plan(s)
What are my expected deductible expenses under the HDHP plan o :
Active Employees should also consider RSD #4’s contribution to the HSA
What tax advantages do I get as a result of an HSA contribution

YVVVVYVY
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. _How much will RSD #4 contribute to my Health Savmgs Account?

For an ACTIVE employee RSD #4 has committed to contrlbute 50% of the prorated annual o

deductible. Contributions will not be taxable to the participant. The HSA PPO plan has an
annual single deductible of $1,500 and an annual family deductible of $3,000.

At a 50% contribution the prorated annual single contribution is $750 and the prorated annual
family contribution is $1,500. RSD #4’s rn_onthly contr1but1on will equal

Individual=$62.50 per month "

Family=$125.00 per month

These contnbutlons wﬂl be made on a rnonthly ba51s for each month enrolIed in the HSA PPO _ o

Plan.

For former employees on COBRA, RSD #4 WILL NOT make contrxbutlons on behalf of the o
1nd1v1duaI or dependents _ SR

How much can I contribute? R B _
ACTIVE EMPLOYEES can contribute any amount they choose as long as total combined
(employer and employee) deposits do not exceed the Federal Maximum HSA Deposit Limits.

" For 2009 the Federal Max1mum HSA Dep051t lelt is $3 000 per Ind1v1dual and 85, 950 per

F am1ly

.Employee contributions to their HSA Bank Accounts are tax advantaged Contnbutlons will

be made on a pre-tax basis for those employees choosing to make contributions via ‘payroll *

deduction. ‘Contributions may also be made outside of payroll and would be deductxble from
income (please see FAQ re: Lump Sum Contnbutlons below. Consult your tax advisor for tax”
advice).

Employees choosing to contribute ip to the annual deductlble amount 1n add1t10n to the .

employer contribution wouId contribute: - o
Individual= $750 per year or $62.50 month -
Fam1ly—$1 500 per year $125 00 per month _

Ernployees choosing to contribute up to the Federal L1m1ts in addition to the employer
contribution would contribute:
Individual= $2,250 per year or $187.50 per month - -
Fam11y“$4 450 per year or $370.83 per month

o I am a Retired Emplovee or on COBRA, can 1 contrlhute to an HSA? .
RSD #4_ __Re_tlrees will not currently have access to the HSA Plan. '

o :RSD #4 will not be making contributions on behalf of those on COBRA, or their dependents, . -
. COBRA participants can make contributions in any amount up to the Federal Maximum HSA - -

" Deposit Limits. For 2009 the Federal Maximum HSA Deposit Limit is $3,000 per Individual.
and $5,950 per Family.

Do I have to make a contribution? : '
No, individuals are not required to make any- contnbuttons into their HSA. Please consult
Banking Materials or the Anthem representative for account fees and requirements.

As always, consult with your legal and tax counsel for legal and tax gnidance. Page 3
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Can lump sum contributicns be made to my HSA" :

Yes, but remember total contributions (employee and employer) cannot exceed the F ederal

Maximum HSA Deposit Limits. Any contribution over the Federal Limits will be treated as an
. excess contribution and subject to tax and potential penalty. '

Note: The tlming of a lump sum contribution may have tax impl_i_celtlons if you cease to be
enrolled in an HDHP during the year, Consult your tax advisor for tax advice.

Can others make contributions on my behalf?

In addition to yourself and RSD #4, other individuals may make contributions into your HSA.
Such additional contributions are subject to the stated limits. Please consult the Banking
Materials for contribution methods available to individuals and your tax advisor for tax advice.

Are there fees assoclated w1th the HSA Bank Account‘? :
Yes, as with many bank-established accounts, there are account set-up fees and mamtenance

fees. . Additional fees may also apply dependmg how you decide to.use your HSA Bank A,

Account
. Who “owns” the funds in the HSA" o B

- Any funds in the HSA, including the funds contnbuted by RSD #4 are owned by the member o
_ Unused balances may be rolled over to subsequent plan years.

How do I access funds in my HSA"

You will have access to funds in your HSA .v1a a Deblt Card and a check book Refer to -

banking materlals for any applicable. banking fees.

What can HSA funds be used for?

HSA funds can be used for qualified medical expenses (as defined by the IRS) on a tax free -

basis. Qualified medical expenses include both services covered by your Medtcal Plan portlon_
of your CDHP as well as other qualified expenses outside of the Med1ca1 Plan, - :

You may also use your HSA funds for non-quahﬁed expenses however those funds w1ll be
subject to tax and penalty. s AT

If 65 years or older and HSA funds are used for non—quahﬁed expenses the penalty is wznved_
and those funds will be subject only to tax. P

As the “owner” of the account it is the member ] responsrbzhty to substantlate HSA S

expenditures in the event of an IRS audit.

What expenses go towards my HDHP Deductible? ' B DR L
Only those services covered by and re1mbursable under the Medlcal Plan portion of you CDHP L

will accumulate towards the deductible.

This summary is intended to be informational only.
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~If I incur qualified medical expenses am I required to use the monev in mz HSA?

" No, you may choose to use non-tax advantaged funds. There is no requirement to use the
monies in your HSA for your qualified medical expenses. Monies in your HSA account are
owned by you and will roll over annually

At a future date you may decide to reimburse yourself with HSA funds for qualified expenses
that were incurred after your initial enrollment date in the HSA PPO plan. Please consult your
tax advisor for tax advice.

I am used to seeing deductibles and coinsurance stated as Single, Two Person, or Family, -
but now I only see Single and Family. What hagpens if I have a Two Person Policy? '
For purposes of the HSA PPO, deductibles and coinsurance are set as. Single or Family only.
Two Person contracts will be subJect to the Family deductible and coinsurance levels. A Two
Person policy is also allowed total HSA contrlbutlons (employer and employee combined) not
to exceed the 100% of the Federal Faxmly Limit.

Note: Month}y Premium Rate Contnbutlons will continue to reflect Smgle Two Person, and_ _ - _

Family.

How does the Family Deductible work? S '
- For purposes of the HSA PPO, the full Family deductible must be met before the health plan

assumes any coverage. In RSD #4’s case, Anthem will not provide coverage_unt11 one or any o

- combmatlon of family members incur deductible expenses equal to $3,000.

Do we have separate In and Qui-of-Network Deductibles?
No, the deductible can be met with any ‘combination of In and Out-of-Network services. In
RSD #4’s case, Qut-of-Network claims will be subject to coinsurance and Anthem’s approved
pricing.

Prior to meetmg my deductlble. am I p Xlllg the full prowder prlce or Anthem

negotiated discount?
For In-Network services, Anthem HSA PPO members are prov1ded wﬂh the Anthem network

negotiated discounted prlcmg Out-of-Network providers are not required to comply with
Anthem’s negotiated pncmg schedules and member relmbursement wﬂl be subject to
Anthem’s approved pricing, TR o S

What services are covered as preventive and not subject to the medical plan deductible?

Annual In-Network preventive exams including screenings, immunizations and other services
to detect medical conditions in advance. Screening examples include; Cholesterol screenings,
. Preventive Colonoscopy, Preventlve Mammography See Anthem Materlals for a_more
complete hstmg R B S T . '

Note: Screemngs (i.e. Colonoscopy and Mammography) performed for diagnostic purposes - -

' (when symptoms present) would apply to the plan dedyctible and coinsurance.
o '_Note Out-of-Network preventive services are subJect to the plan deduettble and co-insurance.

'-Note Dlabetle Supplies and Prescrlptlons are sub_] ect to the plan deductlble and co-insurance.
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How are prescription drug claims processed? . '

Prescription drugs are paid as any other service and are subject to the annual deduonble In-
Network pharmacies will process the claim at point of sale. If the member has not yet met the
annual deductible, the cost of the prescription (up to the annual deductible) will be required
before the prescription will be dispensed. If the deductible has been met the member will
receive the prescription with no employee out-of-pocket cost.. - : :

Out-of-Network claims must be submitted to Anthem by the member for processing and are
subject to Anthem’s approved pricing.

If I elect the CDHP plan, can [ also be eovered bv another tradltlonal gnon-HDHP! Ql

(e.2. my spouse’s copay PPO plan)?
No, remember there are two components to the CDHP plan The ngh Deducuble Health Plan -
(HDHP), and the tax advantaged bank account or HSA. While there are no regulations that
limit your ability to have dual coverage with the HDHP, Federal regulations will not allow tax
advantaged contributions into an HSA if you have any coverage that does not meet the HDHP
requirement. For 2009, qualified HDHPs must have an annual single deductible of $1,150 and
an annual family deductible of $2,300.

Note: Contributions to an HSA while enrolled in a qualified ‘HDHP are. owned by the -

~individual and can be used in the future regardless of your or.your dependents health plan I

status. Addttlonally, you can use monies in your HSA for. dependents even if they are covered -

under a non-qualified Health Plan. Potential tax and. penalt1es could apply if used for non-. - |

- -qualified expenses.

Note: A spouse’s enrollment in their employer S Flexzble Spendmg Plan may be cons:dered
other insurance. : _ .

The rules above apply to Health and Drug coverage only, Tradition Dental and VISIOII plan
coverage is allowed and is not required to meet the HDHP requirement. . - :

I am on Medlcare or will be Elxgxble for Medicare?

Medicare coverage would constitute other non-HDHP coverage and thus make the member o |

ineligible to make contributions to an HSA.

Unused HSA Funds contributed prior to Medicare enrollment may still be used tax free to pay
for qualified medtcal expenses. .

Unused HSA Funds contributed prior to Medlcare enrollment may st1ll be used for non-
qualified expenses Tax would apply but the penalty is walved for those over 65 years of age ;

If I enroll in the HSA PPQO, can I go back to the Tradltlonal PPO Plan" :
Yes, individuals will be allowed to make the appropriate Health Plan selection for themselves
and their families during the annual open enrollment period or upon a quahfylng event
(dependent status change, loss of coverage, change in employment status, etc.. )

~ Eligible new hires and eligible individuals with quahfymg events will ‘be allowed to make
health plan decisions upon date of hire (subject to union contract and carrier enrollment
criteria) or date of qualifying event.
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