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Health Care Reform: Annual Dollar Limits FAQs

Under the new federal health care reform law, for all new and renewing contracts after September
23, 2010, health insurers must remove annual dollar limits on covered services on individual and
group policies of all sizes that the U.S. Department of Health and Human Services (HHS)
considers “essential health benefits.” The following are the most “frequently asked questions”
about how benefit specific dollar limits will be removed on nearly all Regence policies.

1. What guidance did HHS issue on annual dollar limits?
Initial guidance on annual limits was released in June 2010; however, this guidance did not
specifically address benefit-specific dollar limits. In late September 2010, HHS clarified that
annual dollar limits on specific essential benefits are not permissible.

2. What are essential benefits?
The new law identifies general categories of benefits that are included as essential benefits,
but not specifically which benefits. Here are the categories:
e Ambulatory patient services
e Emergency services
e Hospitalization
e Maternity and newborn care
e Mental health and substance use disorder services, including behavioral health
treatment
e Prescription drugs
e Rehabilitative and habilitative services and devices
e Laboratory services
¢ Preventive and wellness services and chronic disease management
e Pediatric services, including oral and vision care

3. How is Regence implementing the guidance regarding annual dollar limits?
As the definition of essential benefits in the new reform law is broad, and specific clarification
through federal rulemaking is not expected until late 2011, Regence will treat all benefits
offered by Regence as essential benefits, except dental and vision services. Additionally,
vision screening for children up to age five and oral health risk assessment for preschool
children are considered essential benefits for all Regence plans.

4. Is there any annual dollar limit allowed on essential benefits?
Yes, beginning September 23, 2010, all essential benefits can be limited to an aggregate
annual dollar limit of at least $750,000. Beginning October 2011, the limits rise to at least
$1,250,000 and from October 2012 until 2014, $2,000,000. (Annual dollar limits on essential
benefits are prohibited beginning in 2014).

FOR EXTERNAL USE & DISTRIBUTION
Current as of 12/1/10 — Health insurers continue to receive information from HHS regarding the health care reform
law. The information provided in this document should not be construed as legal advice.



5. When will Regence make these changes?
Regence has chosen to implement the $2,000,000 annual dollar limit on all essential benefits
effective immediately in order to limit yearly adjustments to this provision on all plans new or
renewing on or after October 1, 2010. Plans that have already renewed will receive updated
contracts and benefit booklets to reflect these changes.

6. Are other types of limits permitted for essential benefits?
Yes, while the law explicitly prohibits benefit-specific dollar limits, alternative limits remain
permissible, such as days/visits, etc. Therefore, plans are not required to make changes to
non-dollar limits.

7. While all annual dollar limits will be removed, can they be replaced with other types of
limits?
HHS and state regulators have shown some flexibility in allowing carriers’to replace some
dollar limits with non-dollar limits.

8. What will happen to claims that were processed for affected members on or after
October 1, 2010 that exceeded the benefit specific annual dollar limits?
They will be reprocessed to comply with the removal or conversion of dollar limits for
essential benefits.

9. Will premiums increase because essential benefit dollar limits have been removed?
Most likely, yes. However, the amount of increase varies by benefit plan, and whether or not
other types of limits are implemented. Regence will provide notice of the timing and amount
of any premium increase. For groups that follow our recommended changes, there will be no
change to final rates issued for contracts already renewed or sold October 1, 2010 through
January 1, 2011. Please contact your Regence Sales Representative to learn more about
how your premiums and benefits will be affected.

10. Do these changes affect retiree benefit plans?
No, these provisions do not impact retiree-only plans.

11. Has Regence requested any waivers on this rule in any Regence markets?
HHS has allowed plans to request a waiver from the annual dollar limit requirements.
Accordingly, upon reviewing the feasibility of the waiver process in each Regence market,
Regence only filed a waiver request for individual Evolve policies in Washington. While the
waiver process runs its course, no changes to annual dollar limits will be made to the
Washington individual Evolve policies offered by Regence BlueShield and Regence
BlueCross BlueShield of Oregon (Clark County).

12. Where can | find out more information about what Regence is doing to comply with the
Annual Dollar Limits provision under the health care reform law?
For individual and small group (1 to 99 employees) standard products please see the
following grid. For large group impacts, please contact your Regence Sales Representative.
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