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NOTICE OF EMPLOYEE’S RIGHTS TO CONTINUE

GROUP HEALTH COVERAGE

Dear Employee:

YOU SHOULD READ THIS INFORMATION, REGARDLESS OF YOUR CURRENT EMPLOYMENT STATUS WITH
GRAND LEDGE PUBLIC SCHOOLS.

If you are an employee of Grand Ledge Public Schools, covered by Group Health Insurance, you have the
right to choose continuation coverage at group rates if you lose your group health coverage because of a
reduction of hours or termination of employment (for reason other than gross misconduct on your part).

If you are a spouse of an employee of Grand Ledge Public Schools covered by Group Health Insurance,
you have the right to choose continuation coverage for yourself if you lose group health coverage under
the District’s insurance plan for any of the following reasons:

1. The death of your spouse;

2. Atermination of your spouse’s employment (for reason other than gross misconduct) or
reduction in your spouse’s hours of employment;

3. Divorce or legal separation from your spouse; or

4. Your spouse becomes entitled to Medicare.

In the case of a dependent child of an employee covered by the District’s Group Health Insurance plan,
he or she has the right to continuation coverage if Group Health Coverage under Grand Ledge Public
Schools is lost for any of the following reasons:

1. The death of a parent;

2. Atermination of a parent’s employment (for reasons other than gross misconduct) or reduction
in a parent’s hours of employment with Grand Ledge Public Schools;

3. Parent’s divorce or legal separation;

4. A parent becomes entitled to Medicare; or

5. The dependent child ceases to be a “dependent child” under Group Health Insurance.

Your responsibilities. Under the law, you and your family member(s) have the responsibility to inform
the Grand Ledge Public School’s Plan Administrator of a divorce, legal separation, or child losing
dependent status under Group Health Insurance within 60 days of the date of the event or the date in
which coverage would end under the Plan because of the event, whichever is later. Grand Ledge Public
Schools has the responsibility of notifying the Plan Administrator of the employee’s death, termination,
reduction in hours in employment or Medicare entitlement. Similar rights may apply to certain retirees,
your spouse, and dependent children if Grand Ledge Public Schools commences a bankruptcy
proceeding and these individuals lose coverage.
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When the Plan Administrator is notified that one of these events has happened, the Plan Administrator
will, in turn, notify you that you have the right to choose continuation coverage. Under the law, you
have at least 60 days from the date you would lose coverage because of one of the events described
above to inform the Plan Administrator that you want continuation coverage. If you do not choose
continuation coverage, your group health insurance coverage will end.

If you choose continuation coverage, Grand Ledge Public Schools is required to give you coverage which,
as of the time coverage is being provided, is identical to the coverage provided under the plan to
similarly situated non-COBRA beneficiaries or family members. The law requires that you be afforded
the opportunity to maintain continuation coverage for three years, unless you lost group health
coverage because of a termination of employment or a reduction in hours. In that case, the required
continuation coverage period is 18 months. This 18 months may be extended toc 36 months if other
events (such as death, divorce, legal separation, or Medicare entitlement) occur during that 18-month
period.

Disability Extension. Under current law, if an individual is entitled to COBRA continuation coverage
because of a termination of employment or reduction in hours of employment, the plan is generally
required to make COBRA continuation coverage available to that individual for 18 months. However, if
the individual entitled to the COBRA continuation coverage is disabled (as determined under the Social
Security Act) and satisfies the applicable notice requirements, the plan must provide COBRA
continuation coverage for 29 months, rather than 18 months. Under current law, the individual must be
disabled at the time of termination of employment or reduction in hours of employment. The Health
Insurance Portability and Accountability Act of 1996 (HIPAA) makes changes to current law to provide
that, beginning January 1, 1997, the disability extension will also apply if the individual becomes
disabled at any time during the first 60 days of COBRA continuation coverage. HIPAA also makes it clear
that, if the individual entitled to the disability extension has non-disabled family members who are
entitled to COBRA continuation coverage, those non-disabled family members are also entitled to the
29-month disability extension.

The affected individual must notify the Grand Ledge Public Schools Plan Administrator within 30 days of
any final determination that the individual is no longer disabled. In no event will continuation coverage
last beyond 3 years from the date of the event that originally made a qualifying beneficiary eligible to
elect coverage.

Definition of Qualified Beneficiary. Individuals entitled to COBRA continuation coverage are called
qualified beneficiaries. Individuals who may be qualified beneficiaries are the spouse, dependent
children of a covered employee, and, in certain circumstances, the covered employee. Under current
law, in order to be a qualified beneficiary, an individual must generally be covered under a group health
plan on the day before the event that causes a loss of coverage (such as termination of employment, or
a divorce from or death of, the covered employee). HIPAA changes this requirement so that a child born
to the covered employee, or who is placed for adoption with the covered employee, during the period
of COBRA continuation coverage, is also a qualified beneficiary.

Termination of Continuation Coverage. However, the law also provides that your continuation
coverage may be terminated for any of the following five reasons:

1. Grand Ledge Public Schools no longer provides group health coverage to any of its employees;
2. The premium for your continuation coverage is not paid on time;



3. You become covered by another group plan, unless the plan contains any exclusions or
limitations with respect to any preexisting condition you or your covered dependents may have
{see Duration of COBRA continuation, below);

4, You become entitled to Medicare;

5. You extend coverage for up to 29 months due to your disability and there has been a final
determination that you are no longer disabled.

Duration of COBRA Continuation. Under the COBRA rules there are situations in which a group health
plan may stop making COBRA continuation coverage available earlier than usually permitted. One of
those situations is where the qualified beneficiary obtains coverage under another group health plan
(see number 3, above,). Under current law, if the other group health plan limits or excludes coverage
for any preexisting condition of the gualified beneficiary, the plan providing the COBRA continuation
coverage cannot stop making the COBRA continuation coverage available merely because of the
coverage under the other group health plan. HIPAA limits the circumstances in which plans can apply
exclusions for the preexisting conditions. HIPAA makes a coordinating change to the COBRA rules so
that if a group health plan limits or excludes benefits for preexisting conditions, but because of the new
HIPAA rules those limits or exclusions would not apply to {or would be satisfied by) an individual
receiving COBRA continuation coverage, then the plan providing COBRA continuation coverage can stop
making the COBRA continuation coverage available. The HIPAA rules limiting the applicability of
exclusions for preexisting conditions become effective in plan years beginning on or after July 1, 1997
(or later for certain plans maintained pursuant to one or more collective bargaining agreements).

You do not have to show that you are insurable to choose continuation coverage. However, under the
law, you may have to pay all or part of the premium for your continuation coverage. There is a grace
period of at least 30 days for payment of the reguiarly scheduled premium. The law also says that at the
end of the 18-month or 36-month COBRA continuation coverage period, you must be allowed to enroll
in an individual conversion plan provided under Grand Ledge Public Schools.

This law applies to Grand Ledge Public Schools group health plan beginning August 1, 2000. If you have
any questions, please contact Austin Burton, Grand Ledge Public Schools, 220 Lamson Street, Grand
Ledge, M1 48837. Also, if you have changed marital status, or address, please notify the Plan
Administrator at the above address.



