[Carrier] HMO PLAN

SMALL GROUP HEALTH MAINTENANCE ORGANIZATION

(HMO)CONTRACT

[Plan Name]

CONTRACTHOLDER: [ABC Company]

GROUP CONTRACT NUMBER GOVERNING JURISDICTION
[G-12345] NEW JERSEY

EFFECTIVE DATE OF CONTRACT: [January 1, 2016]
CONTRACT ANNIVERSARIES: [January 1st of each year, beginning in 2017 ]

PREMIUM DUE DATES: [Effective Date, and the 1st day of the month beginning
with February 2016.]

AFFILIATED COMPANIES: [DEF Company]

[Carrier], in consideration of the application for this Contract and the payment of
premiums as stated herein, agrees to arrange [or provide] services and supplies in
accordance with and subject to the terms of this Contract. This Contract is delivered in
the jurisdiction specified above and is governed by the laws thereof.

The provisions set forth on the following pages constitute this Contract.

The Effective Date is specified above.

This Contract takes effect on the Effective Date, if it is duly attested below. It continues

as long as the required premiums are paid, unless it ends as described in its General
Provisions.

[Secretary President]



[Include legal name, trade name, phone, fax and e-mail numbers by which consumers
may contact the carrier, including at least one toll-free number for Members]
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SCHEDULE OF PREMIUM RATES AND CLASSIFICATION

[The monthly premium rates, in U.S. dollars, for the coverage provided under this
Contract are set forth on the [rate quote] for this Contract for the effective date shown on
the face page of the Contract.

We have the right to prospectively change any Premium rate(s) set forth above at the
times and in the manner established by the provision of this Contract entitled " General
Provisions."

This Contract’s classifications, and the coverages and amounts which apply to each class
are shown below:

CLASS(ES)
[All eligible employees]



SCHEDULE OF SERVICES AND SUPPLIES [Using Copayment]

THE SERVICES OR SUPPLIES COVERED UNDER THIS CONTRACT ARE
SUBJECT TO ALL COPAYMENTS [AND COINSURANCE] AND ARE
DETERMINED PER [CALENDAR] [PLAN] YEAR PER [MEMBER], UNLESS
OTHERWISE STATED. MAXIMUMS ONLY APPLY TO THE SPECIFIC
SERVICES PROVIDED.

[SERVICES COPAYMENTS[/COINSURANCE]:
HOSPITAL SERVICES:

INPATIENT [$100 to $500] Copayment/day for a maximum of 5
days/admission. Maximum Copayment [dollar amount equal to 10 times the per day
copayment ]/[Calendar] [Plan] Year. Unlimited days.

OUTPATIENT [amount consistent with N.J.A.C. 11:22-5.5(a)] ] Copayment/visit

PRACTITIONER SERVICES RECEIVED AT A HOSPITAL.:
INPATIENT VISIT $0 Copayment
OUTPATIENT VISIT [amount consistent with N.J.A.C. 11:22-5.5(a)]
Copayment/visit; no Copayment if any other

Copayment applies.

EMERGENCY ROOM [at the option of the carrier,$50, $75 or $100]
Copayment/visit/Member (credited toward Inpatient
Admission if Admission occurs within 24 hours)
Note: The Emergency Room Copayment is payable in addition to the applicable
Copayment and Coinsurance, if any.

[URGENT CARE [amount consistent with N.J.A.C. 11:22-5.5(a)]]
SURGERY::.

INPATIENT $0 Copayment

OUTPATIENT [amount consistent with N.J.A.C. 11:22-5.5(a)]]

Copayment/visit

HOME HEALTH CARE 60 visits, if Pre-Approved; amount consistent with
N.J.A.C. 11:22-5.5(a)] Copayment per [day] [visit].

HOSPICE SERVICES Unlimited days, if Pre-Approved; $0 Copayment.

MATERNITY (PRE-NATAL CARE)  $0 Copayment



THERAPEUTIC MANIPULATION [amount consistent with N.J.A.C. 11:22-
5.5(a)] Copayment/visit; maximum 30
visits/[Calendar] [Plan] Year

PRE-ADMISSION TESTING [amount consistent with N.J.A.C. 11:22-
5.5(a)] Copayment/visit.

PRESCRIPTION DRUG 50% Coinsurance [May be substituted by
Carrier with Copayments consistent
with N.J.A.C. 11:22-5.5(a).]

PRIMARY CARE PROVIDER
For services other than Preventive Care [amount consistent with N.J.A.C. 11:22-
5.5(a)] Copayment/visit.

[ SERVICES

(OUTSIDE HOSPITAL)

[TELEMEDICINE VISITS [dollar amount not to exceed $50]]
[E-VISITS [dollar amount not to exceed $50]]

[VIRTUAL VISITS [dollar amount not to exceed $50]]
PREVENTIVE CARE $0 copayment

REHABILITATION SERVICES Subject to the Inpatient Hospital Services

Copayment above. The Copayment does
not apply if Admission is immediately
preceded by a Hospital Inpatient Stay.

SECOND SURGICAL OPINION [amount consistent with N.J.A.C. 11:22-
5.5(a)] Copayment/visit.

SPECIALIST SERVICES [amount consistent with N.J.A.C. 11:22-
5.5(a)] Copayment/visit.

SKILLED NURSING FACILITY/EXTENDED CARE CENTER
Unlimited days, if Pre-Approved; amount consistent
with N.J.A.C. 11:22-5.5(a)Copayment per day.

THERAPY SERVICES [amount consistent with N.J.A.C. 11:22-
5.5(a)] Copayment/visit.

Speech and Cogpnitive Therapy (Combined),

maximuma30 visits per [Calendar] [Plan] Year

See below for the separate speech therapy benefits available under the



Diagnosis and Treatment of Autism and Other Developmental
Disabilities Provision

Physical and Occupational Therapy (Combined)

maximum 30 visits per [Calendar] [Plan] Year

See below for the separate benefits available under the

Charges for speech therapy per [Calendar] [Plan] Year provided under
the Diagnosis and Treatment of Autism and Other Developmental
Disabilities Provision 30 visits
Note: The 30-visit limit does not apply to the treatment of autism.

Charges for physical and occupational per [Calendar] [Plan] Year provided
under the Diagnosis and Treatment of Autism and Other

Developmental Disabilities Provision (combined benefits) 30 visits

Note: The 30-visit limit does not apply to the treatment of autism.

[COMPLEX IMAGING SERVICES [amount consistent with N.J.A.C. 11:22-
5.5(a)]]

[ALL OTHER] DIAGNOSTIC SERVICES

INPATIENT $0 Copayment

(OUTPATIENT) amount consistent with N.J.A.C. 11:22-
5.5(a)] Copayment/visit



SCHEDULE OF SERVICES AND SUPPLIES [Example Using Deductible,
Coinsurance]

The services or supplies covered under this Contract are subject to the Copayments
Deductible and Coinsurance set forth below and are determined per [Calendar]
[Plan] Year per [Member], unless otherwise stated. Maximums only apply to the
specific services provided.

COPAYMENT

For Preventive Care NONE

For all other Primary Care Provider Visits [amount consistent with N.J.A.C. 11:22-

5.5(a)]

] per visit

Maternity (pre-natal care) NONE

For Prescription Drugs [Copayments consistent with N.J.A.C.
11:22-5.5]

For all other services and supplies Copayment Not Applicable; Refer to the

Deductible and Coinsurance sections

DEDUCTIBLE PER [CALENDAR] [PLAN] YEAR
eFor Primary Care Provider Visits
including Preventive Care and immunizations

and lead screening for children NONE

eMaternity (pre-natal care) NONE.

eSecond Surgical Opinion NONE

ofor all other Covered Services and Supplies
«Per Covered Person Dollar amount not to exceed deductible
permitted by 45 CFR 156.130(b)]
o [Per Covered Family [Dollar amount which is two times the

individual Deductible.]

COINSURANCE
For Preventive Care 0%
Prescription Drugs 50%

[Vision Benefits (for Covered Persons through the end of the month in which the
Member turns age 19)

V2500 — V2599 Contact Lenses [50%]

Optional lenses and treatments [50%]]

[Dental Benefits (for Covered Persons through the end of the month in which the
Member turns age 19)
Preventive, Diagnostic and Restorative services 0%
Endodontic, Periodontal, Prosthodontic and
Oral and Maxillofacial Surgical Services  [20%]



Orthodontic Treatment [50%]]

For all other services and supplies to which a

Copayment does not apply [10% - 50%, in 5% increments]
For all services and supplies to which a
Copayment applies None

EMERGENCY ROOM COPAYMENT [amount consistent with N.J.A.C. 11:22-5.5]

Copayment/visit/Member (credited toward Inpatient admission if admission occurs
within 24 hours as the result of the
emergency).

Note: The Emergency Room Copayment is payable in addition to the applicable

Copayment, Deductible and Coinsurance.

[URGENT CARE [amount consistent with N.J.A.C. 11:22-5.5(a)]]

MAXIMUM OUT OF POCKET

Maximum Out of Pocket means the annual maximum dollar amount that a Member
Person must pay as Copayment, Deductible and Coinsurance for all covered services and
supplies in a [Calendar] [Plan] Year. All amounts paid as Copayment, Deductible and
Coinsurance shall count toward the Maximum Out of Pocket. Once the Maximum Out of
Pocket has been reached, the Member has no further obligation to pay any amounts as
Copayment, Deductible and Coinsurance for covered services and supplies for the
remainder of the [Calendar] [Plan] Year.

6,850 or amount permitted by 45 C.F.R. 156.130

The Maximum Out of Pocket for this Contract is as follows:

e Per Member per [Calendar] [Plan] Year [An amount not to exceed $[6,850
or amount permitted by 45 C.F.R. 156.130]
e Per Family per [Calendar] [Plan] Year [Dollar amount equal to two times

the per Member Maximum.]
Note: The Maximum Out of Pocket cannot be met with Non-Covered Charges



SCHEDULE OF SERVICES AND SUPPLIES
Example HMO with a Tiered Network (Note to carriers: Dollar amounts are
illustrative; amounts carriers include must be within permitted ranges.)

IMPORTANT: Except in case of Emergency, all services and supplies must be
provided by a [Tier 1 or Tier 2] Network Provider. Some services and supplies are
available from network providers for which there is no designation of [Tier 1] and
[Tier 2]. For such services and supplies refer to the [Tier 2] column. .

SERVICES [Tier 1] [Tier 2]]
[Calendar] [Plan] Year Cash

Deductible for treatment

services and supplies for:

Preventive Care NONE NONE

Immunizations and Lead NONE NONE
Screening for Children

Second Surgical opinion NONE NONE
Pre-natal visits NONE NONE
Prescription Drugs [$250]
[Generic Drugs] [$50]
[Preferred Drugs] [$100]
[Non-Preferred Drugs] [$150]
[All other Covered Services
and Supplies $1,000 $1,500
Per Member $2,000 $3,000]

Per Covered Family
(Use above deductible for
separate accumulation..)

[All other Covered Services  $1,000 $2,500
and Supplies $2,000 $5,000
Per Member

Per Covered Family
(Use above if Tier 1
deductible can be satisfied
independently; Tier 1
accumulates toward Tier 2)

Copayment applies after the
Cash Deductible is satisfied

Preventive Care NONE NONE
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Primary Care Provider
Visits [when care is

provided by the pre-selected

PCP]

Specialist Visits [and PCP
visits if the PCP was not pre-
selected]

Pre-natal visits
All Other Practitioner Visits

Hospital Confinement

Extended Care and
Rehabilitation

[Complex Imaging Services
See Definition

[[All other] radiology services

Laboratory Services
Emergency Room Visit
Outpatient Surgery
Inpatient Surgery

Coinsurance
(See definition below)
Preventive Care

Prescription Drugs
[Generic Drugs]
[Preferred Drugs]
[Non-Preferred Drugs]

Durable Medical Equipment

[Maximum Out of Pocket

N/A See Tier 2

$30

NONE

N/A See Tier 2

$300 per day up to $1500 per
confinement; up to $3000 per
year

$300 per day up to $1500 per
confinement; up to $3000 per
year

N/A See Tier 2

N/A See Tier 2
NONE

$50

$100

$250

NONE

N/A See Tier 2

N/A See Tier 2

$30

$50

NONE

$30
$500 per day up to $3000 per
confinement; up to $5000 per
year
$500 per day up to $3000 per
confinement; up to $5000 per
year

$100 per procedure]

$75 per procedure]
$30 per visit

$100

$250

$500

NONE
50%

[10%]
[20%]
[50%]

50%

11



Per [Calendar] [Plan] Year
(See definition below)

Per Member $2,000 $4,400
Per Covered Family $4,000 $8,800]

(Use above for separate
accumulation.)

[Maximum Out of Pocket
Per [Calendar] [Plan]

Year o $2,000 $6,850 or amount permitted
(See definition below) by 45 C.F.R. 156.130
Per Member
_ $4,000
Per Covered Family $12,700]

Use above if Tier 1 MOOP
can be satisfied
independently; Tier 1
accumulates toward Tier 2)

Coinsurance

Coinsurance is the percentage of a Covered Service and Supply that must be paid by a
Member. We will waive the Coinsurance requirement once the Maximum Out of Pocket
has been reached. This Contract's Coinsurance, as shown below, does not include Cash
Deductibles, Copayments, penalties incurred under this Contract's Utilization Review
provisions, or any other Non-Covered Service and Supply.

Maximum Out of Pocket means the annual maximum dollar amount that a Member
must pay as Copayment, Deductible and Coinsurance for all Covered Services and
Supplies in a [Calendar] [Plan] Year. All amounts paid as Copayment, Deductible and
Coinsurance shall count toward the Maximum Out of Pocket. Once the Maximum Out of
Pocket has been reached, the Member has no further obligation to pay any amounts as
Copayment, Deductible and Coinsurance for Network Covered Services and Supplies for
the remainder of the [Calendar] [Plan] Year.
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LIMITATIONS ON SERVICES AND SUPPLIES

Home Health Care 60 visits per [Calendar] [Plan] Year, subject to Pre-
Approval.

Hospice Services Unlimited days, subject to Pre-Approval.

Speech and Cognitive Therapy (Combined) 30 visits per [Calendar] [Plan] Year

See below for the separate speech therapy benefits available under the
Diagnosis and Treatment of Autism and Other Developmental
Disabilities Provision

Physical and Occupational Therapy (Combined) 30 visits per [Calendar] [Plan] Year
See below for the separate benefits available under the

Diagnosis and Treatment of Autism and Other Developmental

Disabilities Provision

Charges for speech therapy provided under

the Diagnosis and Treatment of Autism and Other Developmental

Disabilities Provision 30 visits per [Calendar]
[Plan] Year

Note: The 30-visit limit does not apply to the treatment of autism.

Charges for physical and occupational provided

under the Diagnosis and Treatment of Autism and Other

Developmental Disabilities Provision (combined benefits) 30 visits per [Calendar]
[Plan] Year

Note: The 30-visit limit does not apply to the treatment of autism.

Therapeutic Manipulation 30 visits per [Calendar] [Plan] Year

Skilled Nursing Facility/
Extended Care Center Unlimited days, subject to Pre-Approval

13



[NOTE: NO SERVICES OR SUPPLIES WILL BE PROVIDED IF A [MEMBER]
FAILS TO OBTAIN A REFERRAL FOR CARE THROUGH HIS OR HER
PRIMARY CARE PROVIDER [OR HEALTH CENTER] [OR THE CARE
MANAGER]. READ THE [MEMBER] PROVISIONS CAREFULLY BEFORE
OBTAINING MEDICAL CARE, SERVICES OR SUPPLIES. ]

REFER TO THE SECTION OF THIS CONTRACT CALLED "NON-COVERED
SERVICES AND SUPPLIES" FOR A LIST OF THE SERVICES AND SUPPLIES
FOR WHICH A [MEMBER] IS NOT ELIGIBLE FOR COVERAGE UNDER
THIS CONTRACT.
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DEFINITIONS

The words shown below have specific meanings when used in this Contract. Please read
these definitions carefully. Throughout the Contract, these defined terms appear with
their initial letters capitalized. They will help [Members] understand what services and
supplies are provided.

ACCREDITED SCHOOL. A school accredited by a nationally recognized accrediting
association, such as one of the following regional accrediting agencies: Middle States
Association of Colleges and Schools, New England Association of Schools and Colleges,
North Central Association of Colleges and Schools, Northwest Association of Schools
and Colleges, Southern Association of Colleges and Schools, or Western Association of
Schools and Colleges. An accredited school also includes a proprietary institution
approved by an agency responsible for issuing certificates or licenses to graduates of such
an institution.

[ACTIVELY AT WORK or ACTIVE WORK. Performing, doing, participating or
similarly functioning in a manner usual for the task for full pay, at the Contractholder's
place of business, or at any other place that the Contractholder's business requires the
Employee to go.]

AFFILIATED COMPANY. A company defined in subsections (b), (c), (m) or (o) of
section 414 of the Internal Revenue Code of 1986. All entities that meet the criteria set
forth in the Internal Revenue Code shall be treated as one employer.

ALLOWED CHARGE. Means an amount that is not more than the [lesser of:

* the] allowance for the service or supply as determined by Us, based on a standard
approved by the Board[; or

[+ the negotiated fee schedule.]

The Board will decide a standard for what is an Allowed Charge under this Contract.

Please note: The Coordination of Benefits and Services provision includes a distinct
definition of Allowed Charge.

AMBULANCE. A certified transportation vehicle for transporting Il or Injured people
that contains all life-saving equipment and staff as required by applicable state and local
law.

AMBULATORY SURGICAL CENTER. A Facility mainly engaged in performing
Outpatient Surgery. It must:

a) be staffed by Practitioners and Nurses, under the supervision of a Practitioner;

b) have operating and recovery rooms;

c) be staffed and equipped to give emergency care; and

d) have written back-up arrangements with a local Hospital for emergency care.
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It must carry out its stated purpose under all relevant state and local laws and be either:

a) accredited for its stated purpose by either the Joint Commission or the Accreditation
Association for ambulatory care; or

b) approved for its stated purpose by Medicare.

A Facility is not an Ambulatory Surgical Center, for the purpose of this Contract, if it is
part of a Hospital.

ANNIVERSARY DATE. The date which is one year from the Effective Date of this
Contract and each succeeding yearly date thereafter.

[APPROVED CANCER CLINICAL TRIAL. A scientific study of a new therapy or
intervention for the treatment, palliation, or prevention of cancer in human beings that
meets the following requirements:

a) The treatment or intervention is provided pursuant to an approved cancer clinical trial
that has been authorized or approved by one of the following: 1) The National
Institutes of Health (Phase I, 11 and I11); (2) the United States Food and Drug
Administration, in the form of an investigational new drug (IND) exemption (Phase I,
I1 and 111); 3) The United States Department of Defense; or 4) The United States
Department of Veteran Affairs.

b) The proposed therapy has been reviewed and approved by the applicable qualified
Institutional Review Board.

¢) The available clinical or pre-clinical data to 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 expected to constitute an
improvement in effectiveness for treatment, prevention and palliation of cancer.

d) The Facility and personnel providing the treatment are capable of doing so by virtue
of their experience and training

e) The trial consists of a scientific plan of treatment that includes specified goals, a
rationale and background for the plan, criteria for patient selection, specific directions
for administering therapy and monitoring patients, a definition of 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 by one of the federal entities identified
in item a. A cost-benefit analysis of clinical trials will be performed when such an
evaluation can be included with a reasonable expectation of sound assessment.]

BIRTHING CENTER. A Facility which mainly provides care and treatment for women
during uncomplicated pregnancy, routine full-term delivery, and the immediate post-
partum period. It must:

a) provide full-time Skilled Nursing Care by or under the supervision of Nurses;

b) be staffed and equipped to give emergency care; and

c) have written back-up arrangements with a local Hospital for emergency care.

It must:
a) carry out its stated purpose under all relevant state and local laws; or
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b) be approved for its stated purpose by the Accreditation Association for Ambulatory
Care; or
c) be approved for its stated purpose by Medicare.

A Facility is not a Birthing Center, for the purpose of this Contract, if it is part of a
Hospital.

BOARD. The Board of Directors of the New Jersey Small Employer Health Benefits
Program.

CALENDAR YEAR. Each successive twelve-month period starting on January 1 and
ending on December 31.

[CASH DEDUCTIBLE. A fixed dollar amount that a Member must pay before
[Carrier] provides the Member with coverage for Covered Services or Supplies.]

CHURCH PLAN. Has the same meaning given that term under Title I, section 3 of
Pub.L.93-406, the “Employee Retirement Income Security Act of 1974”

[COINSURANCE. The percentage of Covered Services or Supplies that must be paid
by a [Member]. Coinsurance does not include Copayments [or Cash Deductible].]

[COMPLEX IMAGING SERVICES. Any of the following services:
a) Computed Tomography (CT),

b) Computed Tomography Angiography (CTA),

c) Magnetic Resonance Imaging (MRI),

d) Magnetic Resonance Angiogram (MRA),

e) Magnetic Resonance Spectroscopy (MRS)

f) Positron Emission Tomography (PET),

g) Nuclear Medicine including Nuclear Cardiology.]

CONTRACT. This contract, including the application and any riders, amendments or
endorsements, between the Contractholder and [Carrier].

CONTRACTHOLDER. Employer or organization which purchased this Contract.

COPAYMENT. A specified dollar amount which [Member] must pay for certain
Covered Services or Supplies. NOTE: The Emergency Room Copayment, if applicable,
must be paid in addition to any other Copayments, Coinsurance or Cash Deductible.

COSMETIC SURGERY OR PROCEDURE. Any surgery or procedure which

involves physical appearance, but which does not correct or materially improve a
physiological function and is not Medically Necessary and Appropriate.
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COVERED EMPLOYEE. A person who meets all applicable eligibility requirements,
enrolls hereunder by making application, and for whom premium has been received.

COVERED SERVICES OR SUPPLIES. The types of services and supplies described
in the Covered Services and Supplies section of this Contract.

Read the entire Contract to find out what We limit or exclude.

CURRENT PROCEDURAL TERMINOLOGY (C.P.T.) The most recent edition of
an annually revised listing published by the American Medical Association which assigns
numerical codes to procedures and categories of medical care.

CUSTODIAL CARE. Any service or supply, including room and board, which:
a) is furnished mainly to help[Member] meet[Member]'s routine daily needs; or
b) can be furnished by someone who has no professional health care training or skills.

Even if a Covered Person is in a Hospital or other recognized Facility, We do not provide
for that part of the care which is mainly custodial.

[DEPENDENT.

An Employee's:

a) legal spouse which shall include a civil union partner pursuant to P.L. 2006, c. 103 as
well as same sex relationships legally recognized in other jurisdictions when such
relationships provide substantially all of the rights and benefits of marriage. [and
domestic partner pursuant to P.L. 2003, c. 246]; except that legal spouse shall be
limited to spouses of a marriage as marriage is defined in Federal law with respect to:

e the provisions of the Policy regarding continuation rights required by the Federal
Consolidated Omnibus Reconciliation Act of 1986(COBRA), Pub. L. 99-272, as
subsequently amended; and

e The provisions of this Contract regarding Medicare Eligibility by Reason of Age and
Medicare Eligibility by Reason of Disability.

b) Dependent child [who is under age 26][through the end of the month in which he or
she attains age 26].

Note: If the Contractholder elects to limit coverage to Dependent Children, the term
Dependent excludes a legal spouse.

Under certain circumstances, an incapacitated child is also a Dependent. See the
Eligibility section of this Contract.

An Employee's " Dependent child™ includes his or her legally adopted child, his or her
step-child, his or her foster child, the child of his or her civil union partner, [and] [,the
child of his or her domestic partner , and] children under a court appointed guardianship.
We treat a child as legally adopted from the time the child is placed in the home for
purpose of adoption. We treat such a child this way whether or not a final adoption order
IS ever issued.
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At Our discretion, We can require proof that a person meets the definition of a
Dependent.]

[DEPENDENT'S ELIGIBILITY DATE.

The later of:

a) the Employee's Eligibility Date; or

b) the date the person first becomes a Dependent.]

DEVELOPMENTAL DISABILITY or DEVELOPMENTALLY DISABLED. A

severe, chronic disability that:

a) is attributable to a mental or physical impairment or a combination of mental and
physical impairments;

b) is manifested before the [Member]:

1. attains age 22 for purposes of the Diagnosis and Treatment of Autism and Other
Developmental Disabilities provision; or
2. attains age 26 for all other provisions;

c) is likely to continue indefinitely;

d) results in substantial functional limitations in three or more of the following areas of
major life activity: self-care; receptive and expressive language; learning; mobility;
self-direction; capacity for independent living; economic self-sufficiency;

e) reflects the [Member’s] need for a combination and sequence of special
interdisciplinary or generic care, treatment or other services which are of lifelong or
of extended duration and are individually planned and coordinated. Developmental
disability includes but is not limited to severe disabilities attributable to mental
retardation, autism, cerebral palsy, epilepsy, spina-bifida and other neurological
impairments where the above criteria are met.

DIAGNOSTIC SERVICES. Procedures ordered by a recognized Provider because of
specific symptoms to diagnose a specific condition or disease. Some examples include,
but are not limited to:

a) radiology, ultrasound, and nuclear medicine;

b) laboratory and pathology; and

c) EKG's, EEG's, and other electronic diagnostic tests.

DISCRETION / DETERMINATION / DETERMINE. Our sole right to make a
decision or determination. The decision will be applied in a reasonable and non-
discriminatory manner.

DURABLE MEDICAL EQUIPMENT. Equipment We Determine to be:

a) designed and able to withstand repeated use;

b) used primarily and customarily for a medical purpose;

c¢) is generally not useful to alMember] in the absence of an Iliness or Injury; and
d) suitable for use in the home.
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Durable Medical Equipment includes, but is not limited to, apnea monitors, breathing
equipment, hospital-type beds, walkers, and wheelchairs as well as hearing aids which
are covered through age 15. Items such as walkers, wheelchairs and hearing aids are
examples durable medical equipment that are also habilitative devices.

Among other things, Durable Medical Equipment does not include: adjustments made to
vehicles, air conditioners, air purifiers, humidifiers, dehumidifiers, elevators, ramps, stair
glides, Emergency Alert equipment, handrails, heat appliances, improvements made to
a[Member]'s home or place of business, waterbeds, whirlpool baths, exercise and
massage equipment.

EFFECTIVE DATE. The date on which coverage begins under this Contract for the
Contractholder, or the date coverage begins under this Contract for a [Member], as the
context in which the term is used suggests.

EMERGENCY. A medical condition manifesting itself by acute symptoms of sufficient
severity including, but not limited to, severe pain, psychiatric disturbances and/or
symptoms of Substance Abuse such that a prudent layperson, who possesses an average
knowledge of health and medicine, could expect the absence of immediate medical
attention to result in: placing the health of the individual (or with respect to a pregnant
woman, the health of the woman or her unborn child) in serious jeopardy; serious
impairment to bodily functions; or serious dysfunction of a bodily organ or part. With
respect to a pregnant woman who is having contractions, an Emergency exists where:
there is inadequate time to effect a safe transfer to another Hospital before delivery; or
the transfer may pose a threat to the health or safety of the woman or unborn child.

[EMPLOYEE. A Full-Time bona-fide Employee (25 hours per week) of the
Contractholder. Employees who work on a temporary or substitute basis or who are
participating in an employee welfare arrangement established pursuant to a collective
bargaining agreement are not considered to be Employees for the purpose of this
Contract. Pursuant to 26 USC 4980H, partners, proprietors and independent contractors
are not employees of the Policyholder.]

[Note to carriers: the above definition applies to non-SHOP policies]

[EMPLOYEE. An Employee of the Contractholder. Seasonal employees (employees
working fewer than 120 days in a tax year) are not considered to be employees for
purposes of this Policy. Partners, proprietors and independent contractors are not
employees of the Policyholder.]

[Note to carriers: the above definition applies to SHOP policies]

EMPLOYEE OPEN ENROLLMENT PERIOD. The 30-day period each year
designated by the Contractholder during which:

a) Employees and Dependents who are eligible under the Contract but who are Late
Enrollees may enroll for coverage under the Contract; and
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b) Employees and Dependents who are covered under Contract may elect coverage
under a different policy, if any, offered by the Contractholder.

EMPLOYEE'S ELIGIBILITY DATE.

a) the date of employment;

b) [the day] after any applicable waiting period ends; or
c) [the day] after any applicable Orientation Period ends.

EMPLOYER. [ABC Company].

EMPLOYER OPEN ENROLLMENT PERIOD. The period from November 15
through December 15 each year beginning in 2014.

ENROLLMENT DATE. With respect to a [Member], the Effective Date or, if earlier,
the first day of any applicable waiting period. If an Employee changes plans or if the
Employer transfers coverage to another carrier, the [Member’s] Enroliment Date does not
change.

[E-VISIT. A visit with a Provider using electronic means such as website portals, e-mail
or other technology that allows communication between a Provider that has contracted
with [Carrier] to offer E-visit services and [Members] who are established patients of the
Provider.

EXPERIMENTAL or INVESTIGATIONAL.
Services or supplies which We Determine are:

a) not of proven benefit for the particular diagnosis or treatment of a[Member]'s
particular condition; or

b) not generally recognized by the medical community as effective or appropriate for the
particular diagnosis or treatment of a[Member]'s particular condition; or

¢) provided or performed in special settings for research purposes or under a controlled
environment or clinical protocol.

Unless otherwise required by law with respect to drugs which have been prescribed for
treatment for which the drug has not been approved by the United States Food and Drug
Administration (FDA), We will not cover any services or supplies, including treatment,
procedures, drugs, biological products or medical devices or any hospitalizations in
connection with Experimental or Investigational services or supplies.

We will also not cover any technology or any hospitalization in connection with such
technology if such technology is obsolete or ineffective and is not used generally by the
medical community for the particular diagnosis or treatment of a [Member]'s particular
condition.
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Governmental approval of a technology is not necessarily sufficient to render it of proven
benefit or appropriate or effective for a particular diagnosis or treatment of a [Member]'s
particular condition, as explained below.

We will apply the following five criteria in Determining whether services or supplies are
Experimental or Investigational:

1. Any medical device, drug, or biological product must have received final
approval to market by the FDA for the particular diagnosis or condition. Any other
approval granted as an interim step in the FDA regulatory process, e.g., an Investigational
Device Exemption or an Investigational New Drug Exemption, is not sufficient. Once
FDA approval has been granted for a particular diagnosis or condition, use of the medical
device, drug or biological product for another diagnosis or condition will require that one
or more of the following established reference compendia:

I.  The American Hospital Formulary Service Drug Information; or
Il. The United States Pharmacopeia Drug Information.

recognize the usage as appropriate medical treatment. As an alternative to such
recognition in one or more of the compendia, the usage of the drug will be recognized as
appropriate if it is recommended by a clinical study or recommended by a review article
in a major peer-reviewed professional journal. A medical device, drug, or biological
product that meets the above tests will not be considered Experimental or Investigational.

In any event, any drug which the Food and Drug Administration has determined to be
contraindicated for the specific treatment for which the drug has been prescribed will be
considered Experimental or Investigational.

2. Conclusive evidence from the published peer-reviewed medical literature must
exist that the technology has a definite positive effect on health outcomes; such evidence
must include well-designed investigations that have been reproduced by nonaffiliated
authoritative sources, with measurable results, backed up by the positive endorsements of
national medical bodies or panels regarding scientific efficacy and rationale;

3. Demonstrated evidence as reflected in the published peer-reviewed medical
literature must exist that over time the technology leads to improvement in health
outcomes, i.e., the beneficial effects outweigh any harmful effects;

4, Proof as reflected in the published peer-reviewed medical literature must exist
that the technology is at least as effective in improving health outcomes as established
technology, or is usable in appropriate clinical contexts in which established technology
is not employable; and

5. Proof as reflected in the published peer-reviewed medical literature must exist

that improvements in health outcomes, as defined in paragraph 3, is possible in standard
conditions of medical practice, outside clinical investigatory settings.
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EXTENDED CARE CENTER. See Skilled Nursing Facility.

FACILITY. A place which:

a) is properly licensed, certified, or accredited to provide health care under the laws of
the state in which it operates; and

b) provides health care services which are within the scope of its license, certificate or
accreditation.

FULL-TIME. A normal work week of [25] [30] or more hours. Work must be at the
Contractholder's regular place of business or at another place to which an Employee must
travel to perform his or her regular duties for his or her full and normal work hours.
[Note to carriers: Use 25 for non-SHOP and 30 for SHOP policies.]

GOVERNMENT HOSPITAL. A Hospital operated by a government or any of its
subdivisions or agencies, including, but not limited to, a Federal, military, state, county or
city Hospital.

GROUP HEALTH PLAN. An employee welfare benefit plan, as defined in Title I of
section 3 of Pub.L.93-406, the “Employee Retirement Income Security Act of 1974”
(ERISA) (29 U.S.C. § 1002(1)) to the extent that the plan provides medical care and
includes items and services paid for as medical care to employees or their dependents
directly or through insurance, reimbursement or otherwise.

HEALTH BENEFITS PLAN. Any hospital and medical expense insurance policy or
certificate; health, hospital, or medical service corporation contract or certificate; or
health maintenance organization subscriber contract or certificate delivered or issued for
delivery in New Jersey by any carrier to a Small Employer group pursuant to section 3 of
P.L. 1992. c. 162 (C. 17B: 27A-19) or any other similar contract, policy, or plan issued to
a Small Employer, not explicitly excluded from the definition of a health benefits plan.
Health Benefits Plan does not include one or more, or any combination of the following:
coverage only for accident or disability income insurance, or any combination thereof;
coverage issued as a supplement to liability insurance; liability insurance, including
general liability insurance and automobile liability insurance; workers’ compensation or
similar insurance; automobile medical payment insurance; credit-only insurance;
coverage for on-site medical clinics; and other similar insurance coverage, as specified in
federal regulations, under which benefits for medical care are secondary or incidental to
other insurance benefits. Health Benefits Plans shall not include the following benefits if
they are provided under a separate policy, certificate or contract of insurance or are
otherwise not an integral part of the plan: limited scope dental or vision benefits; benefits
for long term care, nursing home care, home health care, community based care, or any
combination thereof; and such other similar, limited benefits as are specified in federal
regulations. Health Benefits Plan shall not include hospital confinement indemnity
coverage if the benefits are provided under a separate policy, certificate or contract of
insurance, there is no coordination between the provision of the benefits and any
exclusion of benefits under any group Health Benefits Plan maintained by the same Plan
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Sponsor, and those benefits are paid with respect to an event without regard to whether
benefits are provided with respect to such an event under any Group Health Plan
maintained by the same Plan Sponsor. Health Benefits Plan shall not include the
following if it is offered as a separate policy, certificate or contract of insurance:
Medicare supplemental health insurance as defined under section 1882(g)(1) of the
federal Social Security Act; and coverage supplemental to the coverage provided under
chapter 55 of Title 10, United States Code; and similar supplemental coverage provided
to coverage under a Group Health plan.

HEALTH STATUS-RELATED FACTOR. Any of the following factors: health
status; medical condition, including both physical and mental IlIness; claims experience;
receipt of health care; medical history; genetic information; evidence of insurability,
including conditions arising out of acts of domestic violence; and disability.

HOME HEALTH AGENCY. A Provider which provides Skilled Nursing Care for Il
or Injured people in their home under a home health care program designed to eliminate
Hospital stays. It must be licensed by the state in which it operates, or it must be certified
to participate in Medicare as a Home Health Agency.

HOSPICE. A Provider which provides palliative and supportive care for terminally 1l

or terminally Injured people. It must carry out its stated purpose under all relevant state

and local laws, and it must either:

a) be approved for its stated purpose by Medicare; or

b) be accredited for its stated purpose by the Joint Commission, the Community Health
Accreditation Program or the Accreditation Commission for Health Care.

HOSPITAL. A Facility which mainly provides Inpatient care for Il or Injured people.
It must carry out its stated purpose under all relevant state and local laws, and it must
either:

a) be accredited as a Hospital by the Joint Commission, or

b) be approved as a Hospital by Medicare.

Among other things, a Hospital is not a convalescent, rest or nursing home or Facility, or
a Facility, or part of it, which mainly provides Custodial Care, educational care or
rehabilitative care. A Facility for the aged or substance abusers is not a Hospital.

ILLNESS or ILL. A sickness or disease suffered by ajMember] or a description of a
[Member] suffering from a sickness or a disease. Illness includes Mental IlIness.

[INITIAL DEPENDENT. Those eligible Dependents an Employee has at the time he or
she first becomes eligible for Employee coverage. If at the time the Employee does not
have any eligible Dependents, but later acquires them, the first eligible Dependents he or
she acquires are his or her Initial Dependents.]
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INJURY or INJURED. Damage to afMember]'s body, and all complications arising
from that damage or a description of a [Member] suffering from such damage.

INPATIENT. [Member] if physically confined as a registered bed patient in a Hospital
or other recognized health care Facility; or services and supplies provided in such a
setting.

JOINT COMMISSION. The Joint Commission on the Accreditation of Health Care
Organizations.

LATE ENROLLEE. An eligible Employee [or Dependent] who requests enrollment
under this Contract more than [30] days after first becoming eligible. However, an
eligible Employee [or Dependent] will not be considered a Late Enrollee under certain
circumstances. See the Employee Coverage [and Dependent Coverage] subsection[s]
of the Eligibility section of this Contract.

[LEGEND DRUG. Any drug which must be labeled “Caution — Federal Law prohibits
dispensing without a prescription.]

[MAIL ORDER PROGRAM. A program under which a [Member] can obtain

Prescription Drugs from:

a) a Participating Mail Order Pharmacy by ordering the drugs through the mail or

b) a Participating Pharmacy that has agreed to accept the same terms, conditions, price
and services as a Participating Mail Order Pharmacy.]

[MAINTENANCE DRUG. Only a Prescription Drug used for the treatment of chronic
medical conditions.]

MEDICALLY NECESSARY AND APPROPRIATE. Services or supplies provided

by a recognized health care Provider that We [or the Care Manager] Determine to be:

a) necessary for the symptoms and diagnosis or treatment of the condition, IlIness or
Injury;

b) provided for the diagnosis or the direct care and treatment of the condition, IlIness or
Injury;

¢) inaccordance with generally accepted medical practice;

d) not for alMember]'s convenience;

e) the most appropriate level of medical care that a [Member] needs; and

f) furnished within the framework of generally accepted methods of medical
management currently used in the United States.

In the instance of an Emergency, the fact that a Non-Network Provider prescribes, orders,
recommends or approves the care, the level of care, or the length of time care is to be
received, does not make the services Medically Necessary and Appropriate.

MEDICAID. The health care program for the needy provided by Title XIX of the
United States Social Security Act, as amended from time to time.
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MEDICARE. Parts A and B of the health care program for the aged and disabled
provided by Title XV of the United States Social Security Act, as amended from time
to time.

[MEMBERY]. An eligible person who is covered under this Contract (includes Covered
Employee[ and covered Dependents, if any)].

MENTAL HEALTH CENTER. A Facility that mainly provides treatment for people
with Mental Iliness. It will be considered such a place if it carries out its stated purpose
under all relevant state and local laws, and it is either:

a) accredited for its stated purpose by the Joint Commission;

b) approved for its stated purpose by Medicare or

c) accredited or licensed by the State of New Jersey to provide mental health services.

MENTAL ILLNESS. A behavioral, psychological or biological dysfunction. Mental
illness includes a biologically-based mental illness as well as a mental illness that is not
biologically-based. With respect to mental illness that is biologically based, mental
illness means a condition that is caused by a biological disorder of the brain and results in
a clinically significant or psychological syndrome or pattern that substantially limits the
functioning of the person with the illness, including but not limited to: schizophrenia;
schizoaffective disorder; major depressive disorder; bipolar disorder; paranoia and other
psychotic disorders; obsessive-compulsive disorder; panic disorder and pervasive
developmental disorder or autism.

The current edition of the Diagnostic and Statistical Manual of Mental Conditions of the
American Psychiatric Association may be consulted to identify conditions that are
considered mental illness.

[NETWORK] PROVIDER. A Provider which has an agreement [directly or indirectly]
with Usto provide Covered Services or Supplies. The Employee will have access to up-
to-date lists of [Network] Providers.

[NEWLY ACQUIRED DEPENDENT. An eligible Dependent an Employee acquires
after he or she already has coverage in force for Initial Dependents.]

NON-COVERED SERVICES. Services or supplies which are not included within Our
definition of Covered Services or Supplies, are included in the list of Non-Covered
Services and Supplies, or which exceed any of the limitations shown in this Contract.
NON- [NETWORK] PROVIDER. A Provider which is not a [Network] Provider.
[NON-PREFERRED DRUG. A drug that has not been designated as a Preferred Drug.]

NURSE. A registered nurse or licensed practical nurse, including a nursing specialist
such as a nurse mid-wife or nurse anesthetist, who:
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a) is properly licensed or certified to provide medical care under the laws of the state
where the nurse practices; and

b) provides medical services which are within the scope of the nurse's license or
certificate.

[ORIENTATION PERIOD. A period of no longer than one month during which the
employer and employee determine whether the employment situation is satisfactory for
each party and any necessary orientation and training processes commence. As used in
this definition, one month is determined by adding one calendar month and subtracting
one calendar day, measured from an Employee’s start date in a position that is otherwise
eligible for coverage. Refer to 26 C.F.R. 54.9815-2708(c)(iii).]

ORTHOTIC APPLIANCE. A brace or support but does not include fabric and elastic
supports, corsets, arch supports, trusses, elastic hose, canes, crutches, cervical collars,
dental appliances or other similar devices carried in stock and sold by drug stores,
department stores, corset shops or surgical supply facilities.

OUTPATIENT. [Member], if not confined as a registered bed patient in a Hospital or
recognized health care Facility and is not an Inpatient; or services and supplies provided
in such Outpatient settings.

[PARTICIPATING MAIL ORDER PHARMACY. A licensed and registered

pharmacy operated by [ABC] or with whom [ABC] has signed a pharmacy service

agreement, that is:

a) equipped to provide Prescription Drugs through the mail; or

b) is a Participating Pharmacy that is willing to accept the same pharmacy agreement
terms, conditions, price and services as exist in the Participating Mail Order
Pharmacy agreement.]

[PARTICIPATING PHARMACY. A licensed and registered pharmacy operated by
Us or with whom We have signed a pharmacy services agreement.]

PERIOD OF CONFINEMENT. Consecutive days of Inpatient services provided to an
Inpatient, or successive Inpatient confinements due to the same or related causes, when
discharge and re-admission to a recognized Facility occurs within 90 days or less. We [or
the Care Manager] Determine if the cause(s) of the confinements are the same or related.

PLAN SPONSOR.

Has the meaning given that term under Title I, section 3 of Pub.L.93-406, the ERISA (29
U.S.C. § 1002(16)(B)). That is:

a) the Small Employer in the case of an employee benefit plan established or maintained
by a single employer;

b) the employee organization in the case of a plan established or maintained by an
employee organization; or

c) in the case of a plan established or maintained by two or more employers or jointly by
one or more employers and one or more employee organizations, the association,
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committee, joint board of trustees, or other similar group of representatives of the parties
who establish or maintain the plan.

PLAN YEAR. The year that is designated as the plan year in the plan document of a
Group Health Plan, except if the plan document does not designate a plan year or if there
is no plan document, the Plan Year is a Calendar Year.

PRACTITIONER. A medical practitioner who:

a) is properly licensed or certified to provide medical care under the laws of the state
where the practitioner practices; and

b) provides medical services which are within the scope of the practitioner's license or
certificate.

For purposes of Applied Behavior Analysis as included in the Diagnosis and Treatment
of Autism and Other Developmental Disabilities provision, Practitioner also means a
person who is credentialed by the national Behavior Analyst Certification Board as either
a Board Certified Behavior Analyst — Doctoral or as a Board Certified Behavior Analyst.

PRE-APPROVAL or PRE-APPROVED. Specific direction or instruction from a
Network Practitioner or from Us in conformance with Our policies and procedures that
authorizes a [Member] to use a Provider for health care services or supplies. For more
information regarding the services for which We require Pre-Approval, consult the
website at [www.xxx.com]]

[PREFERRED DRUG. A Prescription Drug that; a) has been designated as such by
either Us, or a third party with which We contract, as a Preferred Drug; b) is a drug that
has been approved under the Federal Food, Drug and Cosmetic Act; and c) is included in
the list of Preferred Drugs distributed to Preferred Providers and made available to
Members, upon request.

The list of Preferred Drugs will be revised, as appropriate.]

PRESCRIPTION DRUGS. Drugs, biologicals and compound prescriptions which are
sold only by prescription and which are required to show on the manufacturer's label the
words: "Caution - Federal Law Prohibits Dispensing Without a Prescription” or other
drugs and devices as Determined by Us, such as insulin. But We only cover drugs which
are:

a) approved for treatment of the [Member's] IlIness or Injury by the Food and Drug
Administration;

b) approved by the Food and Drug Administration for the treatment of a particular
diagnosis or condition other than the [Member's] and recognized as appropriate
medical treatment for the [Member's] diagnosis or condition in one or more of the
following established reference compendia:

e The American Hospital Formulary Service Drug Information;

e The United States Pharmacopeia Drug Information; or
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c) recommended by a clinical study or recommended by a review article in a major peer-
reviewed professional journal.

Coverage for the above drugs also includes Medically Necessary and Appropriate

services associated with the administration of the drugs.

In no event will We pay for:

a) drugs labeled: "Caution - Limited by Federal Law to Investigational Use"; or

b) any drug which the Food and Drug Administration has determined to be
contraindicated for the specific treatment for which the drug has been prescribed.

. As used in the Contract preventive care means:

a) Evidence based items or services that are rated “A” or “B” in the current
recommendations of the United States Preventive Services task Force with respect to
the [Member];

b) Immunizations for routine use for [Members] of all ages as recommended by the
Advisory Committee on Immunization Practices of the Centers of Disease Control
and Prevention with respect to the [Member];

c) Evidence-informed preventive care and screenings for [Members] who are infants,
children and adolescents, as included in the comprehensive guidelines supported by
the Health Resources and Services Administration;

d) Evidence-informed preventive care and screenings for female [Members] as included
in the comprehensive guidelines supported by the Health Resources and Services
Administration [except for contraceptive services and supplies]; and

e) Any other evidence-based or evidence-informed items as determined by federal
and/or state law.

Examples of preventive care include, but are not limited to: routine physical
examinations, including related laboratory tests and x-rays, immunizations and vaccines,
well baby care, pap smears, mammography, screening tests, bone density tests, colorectal
cancer screening, and Nicotine Dependence Treatment.

PRIMARY CARE PROVIDER (PCP). A [Network] Provider who is a doctor
specializing in family practice, general practice, internal medicine,
[obstetrics/gynecology (for pre and post-natal care, birth and treatment of the diseases
and hygiene of females,] or pediatrics who supervises, coordinates, arranges and provides
initial care and basic medical services to a [Member]; [initiates a [Member]'s [Referral
for Specialist Services;]] and is responsible for maintaining continuity of patient care.

PRIVATE DUTY NURSING. Skilled Nursing Care for Covered Persons who require
individualized continuous Skilled Nursing Care provided by a registered nurse or a
licensed practical nurse.

PROSTHETIC APPLIANCE. Any artificial device that is not surgically implanted that
is used to replace a missing limb, appendage or any other external human body part
including devices such as artificial limbs, hands, fingers, feet and toes, but excluding
dental appliances and largely cosmetic devices such as artificial breasts, eyelashes, wigs
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and other devices which could not by their use have a significantly detrimental impact
upon the musculoskeletal functions of the body.

PROVIDER. A recognized Facility or Practitioner of health care.

[REFERRAL. Specific direction or instruction from a [Member]'s Primary Care
Provider [or Health Center] [or Care Manager] in conformance with our policies and
procedures that direct a [Member] to a Facility or Practitioner for health care.]

REHABILITATION CENTER. A Facility which mainly provides therapeutic and

restorative services to Il or Injured people. It must carry out its stated purpose under all

relevant state and local laws, and it must either:

a) be accredited for its stated purpose by either the Joint Commission or the
Commission on Accreditation for Rehabilitation Facilities; or

b) be approved for its stated purpose by Medicare.

In some places a Rehabilitation Center is called a “rehabilitation hospital.”

ROUTINE FOOT CARE. The cutting, debridement, trimming, reduction, removal or
other care of corns, calluses, flat feet, fallen arches, weak feet, chronic foot strain,
dystrophic nails, excrescences, helomas, hyperkeratosis, hypertrophic nails, non-infected
ingrown nails, deratomas, keratosis, onychauxis, onychocryptosis, tylomas or
symptomatic complaints of the feet. Routine Foot Care also includes orthopedic shoes,
and supportive devices for the foot.

SERVICE AREA. A geographic area We define by [ZIP codes] [county].

SKILLED NURSING CARE. Services which are more intensive than Custodial Care,
are provided by a registered nurse or licensed practical nurse ,and require the technical
skills and professional training of a registered nurse or licensed practical nurse

SKILLED NURSING FACILITY. A Facility which mainly provides full-time Skilled
Nursing Care for Il or Injured people who do not need to be in a Hospital. It must carry
out its stated purpose under all relevant state and local laws, and it must either:

a) be accredited for its stated purpose by the Joint Commission; or

b) be approved for its stated purpose by Medicare.

[SMALL EMPLOYER. Means:

a) In connection with a Group Health Plan with respect to a Calendar Year and a
Plan Year, any person, firm, corporation, partnership, or political subdivision that
is actively engaged in business that employed an average of at least one but not
more than 50 eligible Employees on business days during the preceding Calendar
Year and who employs at least one eligible Employee on the first day of the Plan
Year. All persons treated as a single employer under subsection (b), (c), (m) or
(o) of section 414 of the Internal Revenue Code of 1986 shall be treated as one
employer. In the case of an employer that was not in existence during the
preceding Calendar Year, the determination of whether the employer is a small or
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large employer shall be based on the average number of eligible Employees that it
is expected that the employer will employ on business days in the current
Calendar Year; OR

b) In connection with a Group Health Plan with respect to a Calendar Year and a
Plan year, an employer who employed an average of at least 1 but not more than
50 employees on business days during the preceding Calendar Year and who
employs at least 1 employee on the first day of the Plan Year.
All persons treated as a single employer under subsection (b), (c), (m) or (o) of section
414 of the Internal Revenue Code of 1986 shall be treated as one employer.

In the case of an Employer which was not in existence throughout the preceding Calendar
Year, the determination of whether such employer is a small or large employer shall be
based on the average number of employees that it is reasonably expected such Employer
will employ on business days in the