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On behalf of City County Insurance Services (CIS), it is a pleasure to transmit this booklet
explaining the group medical plan benefits for CIS covered employees and dependents.

CIS makes group health insurance programs available to Oregon cities, counties, and associated
groups as a special service for their employees and dependents. The CIS Employee Benefits
group plans bring together a large number of employees under a single insurance pool to take
advantage of the expanded purchasing power and reduced administrative costs, allowing CIS to
provide excellent benefit options in relation to cost.

Since the establishment of the cities' trust (EBS Trust) in 1958 and the counties' trust (AOCIT) in
1960, the scope of benefits has been revised from time to time to meet the needs of participating
entities. Periodic plan adjustments have been made to offset increasing health care costs, to keep
pace with trends in health care services, and to provide greater flexibility by providing additional
plan options.

The CIS Trustees are taking a proactive approach to increasing health care costs by offering you
programs and services that 1) can help you stay healthy, and 2) that help you use the health care
system more effectively. The CIS Healthy Benefits program provides a health action guide, a health
information website, a self-care book, health care information and resources, and "lifestyle" and
"disease management" programs. We encourage you to take advantage of these free programs
available to you through Healthy Benefits. For more information on the programs and how to
access them, log on to www.cisbenefits.org. Additionally, you and your covered dependents have
access to EASE, the employee assistance program, to help you with work issues or personal
concerns.

The CIS medical plans also include an error reward system for those who find errors in your
medical bills. If you find a bill overcharge and call the mistake to the attention of your provider so
that the proper adjustments are made, you can receive a reward for correcting the mistake. This
means that you need to take the time to examine your medical bills to assure they accurately
reflect the services you received.

Please take time to read this booklet carefully to understand all the benefits and conditions. You
can be a wiser consumer of health care services if you make the effort to understand your health
care plan and how it operates.

Noel Klein
Executive Director
City County Insurance Services
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INTRODUCTION

The following pages are the benefits booklet , a written description of the
terms of the group health care benefit plan that this benefits booklet
describes. If the contract and the benefits booklet differ, the contract
will prevail. For a copy of the contract , consult City County Insurance
Services (CIS).

The legal document that governs in all cases and se  ts forth the plan
in full is the contract between Regence BlueCross B lueShield of
Oregon and City County Insurance Services. If you have any
guestions or want further explanation of the terms of this contract,
contact your employer's group insurance administrat or, the CIS
Employee Benefits staff, or Regence BlueCross BlueS  hield of
Oregon.

This benefits booklet replaces any plan description, booklet, or
certificate previously issued by us and makes it void.

Throughout this benefits booklet the terms you and your mean the
enrolled employee . The term enrollee means you or an enrolled
dependent . The terms we, us, and our refer to Regence BlueCross
BlueShield of Oregon. The term CIS means City County Insurance
Services. The term group refers to the individual member organizations
who participate in City County Insurance Services.

REWARD FOR ERROR DETECTION

If you find an overcharge on your medical bill and you convince your
medical provider to correct it after you have received your claims
processing report from us, you will be rewarded up to 50 percent of the
amount of the error. There is a minimum reward of $25 (error of $50 or
more) and a maximum reward of $250 (error of $500 or greater). To
collect your reward send copies of: (1) original bill showing the error (2)
your claims processing report (EOB), and (3) a credit slip from the
provider acknowledging that you called the error to their attention; to CIS
Employee Benefits, 1212 Court Street NE, Salem, Oregon 97301.

WHO IS ELIGIBLE

This section describes who is eligible to enroll under the contract and
when that eligibility becomes effective. Please be aware that the date
you or your enrolled dependent becomes eligible may be different than
the date coverage begins. See the provisions in HOW TO ENROLL
AFTER THE GROUP ORIGINAL EFFECTIVE DATE and WHEN GROUP
COVERAGE BEGINS.
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Employees

You become eligible to apply for coverage on the date you have worked
for the group long enough to satisfy any required group eligibility waiting
period as long as you meet the eligibility criteria described in the
contract .

Ask your employer's group insurance administrator to tell you the length
of employment required before your benefits become effective. They
could, for example, not go into effect until the first of the month following
30, 60, or 90 days of employment. Also, you should check to determine
if your spouse and dependents are eligible for coverage.

Dependents

If you are married, your legal spouse is eligible for coverage. So is your
gualified domestic partner and your or your qualified domestic partner’s
unmarried children if they are under age 23 and are dependent on you or
your qualified domestic partner for full or partial support (at least 50
percent of the child’s support).

Please note: Some groups offer only same sex domestic partnership
coverage. Check with your group's administrator to determine if
opposite sex coverage applies to your group .

Your domestic partner is eligible to apply for coverage provided that all of
the qualifying conditions are met:

» each domestic partner is at least 18 years of age;

» the domestic partners share a close personal relationship and are
responsible for each other’'s common welfare;

» the domestic partners share the same permanent residence with
the intent to continue doing so indefinitely;

» the domestic partners are jointly financially responsible for basic
living expenses including food, shelter, and medical expense;

* neither domestic partner is legally married to anyone else, nor has
had another qualifying domestic partnership within the six months
immediately prior to enrollment; and

» the domestic partners are not related by blood closer than would
bar marriage in the state they reside in.
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The following are considered children:

e your, your spouse’s, or your qualified domestic partner’'s natural
child;

e your, your spouse’s, or your qualified domestic partner’s adopted
child, a child placed for adoption with you or your qualified
domestic partner, a stepchild living in your home, or a
nonresident stepchild if there is a qualified medical child support
order that requires the spouse or your domestic partner to
provide health insurance coverage; and

» children related to you or your qualified domestic partner by
blood or marriage for whom you are the legal guardian (you will
need to provide a court order showing legal guardianship).

If you have a child who is incapable of self-support because of a
physical, mental, or developmental disability, that child may be eligible to
remain enrolled even though he or she is over 23. To be eligible the child
must be covered by the plan at the time of his/her 23rd birthday and the
disability must have occurred prior to that date. Exception: new hires
may add a disabled child over 23 if the child was disabled prior to his/her
23rd birthday. You must certify to us that these conditions have been
met.

NOTE: Enrollees may obtain from CIS, without charge, a copy of the
procedures governing qualified medical child support order
determinations.

Newly Acquired Dependents

This provision describes when your newly acquired or eligible
dependents become eligible to apply for coverage. See WHEN GROUP
COVERAGE BEGINS for a description of when coverage will normally
begin for other than newborn or adopted children.

New Spouse
If you marry while you are enrolled under the contract, your spouse

becomes eligible to apply for coverage under this contract on the date of
the marriage. Enrollment must be completed within 31 days of the
marriage. Coverage will actually begin on the date of marriage. The
eligibility requirements for your new stepchildren are explained later in
this provision.

Qualified Domestic Partner

If you establish a qualified domestic partnership your domestic partner
and his or her eligible dependents become eligible to apply for coverage
under this contract within 31 days of initial eligibility. When enrollment
for coverage is submitted to us, it must be accompanied by a completed
Certificate of Domestic Partnership. Coverage becomes effective first of
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the month following receipt of certificate.

Newborn Children

We may provide coverage for the first 31 days after your or your

enrolled dependent's baby is born. This coverage is provided as long
as we receive both enroliment to add the newborn child and any required
additional premium. The newborn must be eligible under the terms of the
contract . In the case of a newborn of a male dependent, proof of
paternity must also be provided.

To add the newborn child, enroliment to add the child must be completed
and any additional premium from the date of birth must be sent to us
within 31 days of birth. If you do not enroll the child and/or do not pay
any additional premium within the required time period, the child’s
coverage will terminate retroactive to the date of birth. If this happens,
you may enroll the child later only as a late enrollee, except as described
under Special Enrollment.

Adopted Children

We may provide coverage for the first 31 days following the date your
adopted child is placed with you for the purpose of adoption. Placement
means you assumed and retained a legal obligation for at least 50
percent of the child’s support in anticipation of adoption. This coverage is
provided as long as we receive both enroliment to add the adopted child
and any required additional premium. The child must be eligible under
the terms of the contract .

To add the adopted child, enrollment to add the child must be completed
and any additional premium from the date of placement must be sent to
us within 31 days of placement . If you do not enroll the child and/or do
not pay any additional premium within the required time period, the child’s
coverage will terminate retroactive to the date of placement . If this
happens, you may enroll the child later only as a late enrollee, except as
described under Special Enrollment.

Stepchildren
Once you are covered, stepchildren are eligible if they are under 23

years of age and are financially dependent upon you for support (at least
50 percent of the child's support). Stepchildren must reside with you or
can be a nonresident stepchild if there is a qualified medical child support
order that requires your spouse to provide health insurance coverage.

If you wish to enroll your stepchildren, you must complete enrollment
listing the child as a dependent. The enrollment must be completed
within 31 days of the date you assumed financial responsibility for the
child. The child’s coverage will be effective on the first of the month
following that date.
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Exception: Stepchildren added as the result of marriage are eligible for
coverage on the date of marriage as long as all other enrollment and
eligibility requirements are met.

PLEASE NOTE: In regard to all dependents, if you do not enroll them
within the period in which they are eligible, you must wait until the next
open enrollment period before they can be enrolled under the plan,
unless there is a situation that allows a special enroliment.

Special Enroliment

An eligible individual will not be considered a late enrollee in the following
situations:

» If you and/or your eligible dependents lose coverage under
another group health benefit plan or health insurance due to:

— the exhaustion of federal COBRA or Oregon state
continuation;

— the loss of eligibility (including legal separation, divorce,
annulment, death, termination of employment or reduction in
hours, or exhaustion of lifetime maximum on total benefits); or

— the employer contributions were terminated.

In all of the above situations, you and/or your eligible dependents
become eligible for coverage under this contract on the date the
other coverage ends. Note that loss of eligibility does not include
a loss because you or your eligible dependent failed to pay
premiums in time or termination of coverage because of fraud.

» If you declined coverage when you were first eligible and you
subsequently marry, you become eligible for coverage under this
contract on behalf of yourself , your spouse, and any eligible
dependent children on the date of marriage.

* If you declined coverage when you were first eligible and you
subsequently acquire a hew dependent child by birth, adoption, or
placement for adoption, you become eligible for coverage under
this contract along with your eligible spouse and eligible
dependent children including the newly acquired child on date of
the birth, adoption, or placement .

» A spouse and/or dependent child for whom you declined
coverage becomes eligible for coverage under this contract on
the date a court has issued an order for you to provide such
coverage.
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* If you and/or your eligible dependents enroll during an open
enrollment period under the contract , if any. If the contract does
have an open enrollment period, it will be shown in the
SUMMARY OF BENEFITS.

» If you and/or your eligible dependents are employed by an
employer who offers multiple health benefit plans and you and/or
your eligible dependents enroll during an open enrollment period
under the contract , if any. If the contract does have an open
enrollment period, it will be shown in the SUMMARY OF
BENEFITS.

ENROLLING ON THE GROUP ORIGINAL EFFECTIVE DATE

All eligible employees and dependents whose enrollment is completed
and premiums we have accepted will become enrollees under the
contract .

HOW TO ENROLL AFTER THE GROUP ORIGINAL EFFECTIVE DATE

If you are enrolling for coverage to begin after your group’s original
effective date under this contract , the following section explains how to
enroll yourself and your eligible dependents.

When You First Become Eligible

You must complete enrollment for yourself and any dependents you
want enrolled within 31 days before or after the normal effective date
(see WHEN GROUP COVERAGE BEGINS on next page).

Enrolling New Dependents

You can obtain coverage for newly acquired or newly eligible
dependents, other than newborn or adopted children, by completing
enrolliment within 31 days before or after the normal effective date (see
WHEN GROUP COVERAGE BEGINS).

To continue coverage for a newborn or adopted child beyond the first 31
days, you have to complete enrollment and submit any applicable
premium within 31 days after the child is born or the date of placement
listing the child as a dependent.

Open Enroliment

Except as provided in the Special Enrollment provision, an employee
and/or dependent who wishes to enroll under the contract but who did
not enroll when he or she was first eligible may apply for coverage during
the Open Enrollment period shown in the SUMMARY OF BENEFITS
section. You must complete enrollment on behalf of all dependents to be
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enrolled. We must receive all enrollments and premiums with the
group’s regular monthly payment before the end of the Open Enroliment
period.

Transferring From One Plan To Another During Select  ion Period

If you and/or your eligible dependents are transferring directly to this
contract from another CIS alternative health benefit plan  on the yearly
anniversary of the contract , or on another date designated by us (the
selection period), you will not be subject to the late enroliment
requirements of the contract . You must complete enrollment on behalf
of all dependents you want enrolled. CIS must receive all enroliments
and premiums by the end of the selection period. The enrollments must
be completed and premiums must be sent to us with CIS’s regular
monthly payment.

You and/or your eligible dependents will be considered eligible to enroll
under this contract on the date you move out of a CIS alternative
health benefit plan's service area or the date a CIS alternative health
benefit plan in which you are enrolled ends operation.

WHEN GROUP COVERAGE BEGINS

If we receive your and/or your enrolled dependents’ enrollment,
including premium, within the allowed time (see HOW TO ENROLL
AFTER THE GROUP ORIGINAL EFFECTIVE DATE on the previous
page), the date coverage under the contract begins (the normal
effective date ) for you and/or your eligible dependents (other than
newborn or adopted children*) will be the first of the month following the
date you or your enrolled dependent became eligible to apply for
coverage.

* See Newborn Children And Adopted Children in the Newly Acquired
Dependents provision. The exception is if you are enrolling yourself
along with your eligible dependents according to the Special
Enroliment provision when you declined coverage when you were first
eligible and you subsequently acquire a new dependent child by birth,
adoption, or placement for adoption. In this case, your and your
enrolled dependents’ normal effective date will be the date of birth,
adoption, or placement as long as you complete enrollment and
submit the premium within the allowed time.

WHEN GROUP COVERAGE ENDS

The following paragraphs describe the situations when coverage will end
for you and your enrolled dependents .
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Contract Termination

If the contract is terminated by CIS or your employer, coverage ends for
you and your enrolled dependents on the date the contract terminates.
However, if you or one of your enrolled dependents is in the hospital
on the day the contract terminates, we will continue to provide benefits
for that hospitalization until your or your enrolled dependent's
discharge from the hospital or the benefits under this contract have
been exhausted, whichever comes first. That is the only situation in
which we will cover an expense incurred while you or your dependents
are not enrolled under this contract .

Termination By Enrolled Employee

You may end your coverage or coverage for any enrolled dependent at
open enrollment or, consistent with an IRS-qualified event and CIS
policies, by giving us notice through CIS. Coverage will end on the last
day of the monthly period through which premiums are paid. If you end
your own coverage, coverage for your dependents also ends.

If You Die

If you die, coverage for your enrolled dependents ordinarily ends on
the last day of the monthly period in which your death occurs. However,
it may be possible for your enrolled dependents to continue coverage
under this contract according to the CONTINUATION OF COVERAGE
Section of this benefits booklet .

If Your Dependents Lose Eligibility

Coverage ordinarily ends for your enrolled spouse on the last day of the
monthly period in which a divorce or annulment is final, or in the case
where the decree is appealed, the date the divorce or annulment would
have been final but for the appeal.

Coverage for a domestic partner ordinarily ends on the last day of the
monthly period in which the qualified domestic partnership ends, which
will occur, for purposes of insurance, when any of the qualifying
conditions listed under the Dependents provision in the WHO IS
ELIGIBLE Section are no longer being met. You are required to give
notice of such a change within 31 days of the change by submission of a
Statement of Termination of Domestic Partnership to the group plan
administrator.

Coverage ordinarily ends for an enrolled child on the last day of the
monthly period in which the child is no longer eligible according to the
terms of the contract . When your enrolled dependent child reaches
the maximum age for eligibility under the contract , coverage ordinarily
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ends on the last day of the month in which the child reaches the limiting
age.

It may be possible for your ineligible dependents to continue coverage
under this contract according to the CONTINUATION OF COVERAGE
Section of this benefits booklet . These dependents may also be entitled
to coverage under a portability plan when their group coverage ends as
explained in the PORTABILITY HEALTH BENEFIT PLANS Section.

If You Lose Eligibility

If you are no longer eligible as explained in the following paragraphs,
your and your enrolled dependents ' coverage ordinarily ends on the
last day of the monthly period in which your eligibility ends. However, it
may be possible for you and/or your enrolled dependents to continue
coverage under this contract according to the CONTINUATION OF
COVERAGE Section of this benefits booklet . You also may be entitled
to coverage under a portability plan as explained in the PORTABILITY
HEALTH BENEFIT PLANS Section.

Family And Medical Leave

If your group grants you a leave of absence under the Family and
Medical Leave Act of 1993 (FMLA - generally applicable to public
employers of any size), the following rules will apply:

* You and your enrolled dependents will remain eligible to be
enrolled under the contract during the FMLA leave.

» If you and/or your enrolled dependents elect not to remain
enrolled during the leave, you (and/or your enrolled
dependents ) will be eligible to be reenrolled under the contract
on the date you return from the FMLA leave. In order to reenroll
after you return from an FMLA leave, you must complete
enrollment just as if you were a newly eligible employee.

In this situation, if you reenroll within the required time, all of the
terms and conditions of the contract will resume at the time of
reenrollment as if there had been no lapse in coverage. You
(and/or your enrolled dependents ) will receive credit for any
exclusion period served prior to the FMLA leave and you will not
have to re-serve any group eligibility waiting period under this
contract , although you and/or your enrolled dependents  will
receive no exclusion period credits for the period of noncoverage.

* Inall events, your and your enrolled dependents ' rights under
the FMLA will be determined by the Family and Medical Leave Act
of 1993 and its regulations.
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* If you are on leave for an FMLA-qualifying reason, you remain
eligible under the contract only for a period equivalent to FMLA
leave and may not also continue coverage under a non-FMLA
leave.

Leave Of Absence

If you are granted a non-FMLA leave of absence by your group , you
can continue coverage for up to three months. Premiums must be paid
to your employer in order to maintain coverage during a leave of
absence.

A leave of absence is a period off work granted by your employer at your
request during which you are still considered to be employed and are
carried on the employment records of the group . A leave can be granted
for any reason acceptable to the group . If you are on leave for an
FMLA-qualifying reason, you remain eligible under the contract only for
a period equivalent to FMLA leave and may not also continue coverage
under a non-FMLA leave.

Workers' Compensation Claim

If you are no longer eligible due to anillness or injury for which you
have filed a Workers' Compensation claim, you can continue coverage
after your eligibility ends, or until you obtain full-time employment with
another employer, whichever happens first. You must pay your premium
to your employer on a timely basis in order to maintain coverage during
this period.

If you qualify for continued coverage under this provision and under the
Continuation of Coverage (COBRA) provision, the two continuation
periods begin at the same time and run concurrently.

Strike Or Lockout

If you are employed under a collective bargaining agreement and
involved in a work stoppage because of a strike or lockout, your
coverage can be continued for up to six months. You must pay the full
premium, including any part usually paid by your employer, directly to
your employer.

If you qualify for continued coverage under this provision and under the
Continuation of Coverage (COBRA) provision, the two continuation
periods begin at the same time and run concurrently.

Uniformed Services Employment And Reemployment Rights Act

If you are covered under this plan when you are called to active duty by
or join any of the armed forces of the United States of America and you
gualify for reemployment rights under the Uniformed Services
Employment and Reemployment Rights Act (USERRA), you may
continue coverage under the plan for yourself and any of your enrolled
dependents for up to 24 months or the period of uniformed service leave,
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whichever is shorter. You must pay any required premium contributions
toward the cost of the coverage during the leave. If the leave is less than
30 days, the contribution rate will be the same as is paid by active
employees. If the leave is 30 days or longer, the required contribution will
not exceed 102 percent of the full cost of active employee coverage (that
is, employee and employer contributions).

If you are entitled to any other continuation of coverage provisions of the
contract , this coverage and that other continuation of coverage will run
concurrently and you will be entitled to the coverage that is of most
benefit to you.

Whether or not you elect continuation coverage under USERRA,
coverage under the contract as an active employee may be reinstated
on the first day you return to active employment with the group if you are
released under honorable conditions and you return to employment:

» on the first full business day following completion of your military
service for a leave of 30 days or less;

» within 14 days of completing your military service for a leave of 31
to 180 days; or

» within 90 days of completing your military service for a leave of
more than 180 days (a reasonable amount of travel time or
recovery time for an illness or injury determined by the Veterans'
Administration of the United States (VA) to be service connected
will be allowed).

When coverage as an active employee under this plan is reinstated, all
provisions and limitations of the plan will apply to the extent that they
would have applied if you had not taken your military leave and your
coverage under the plan had been continuous. You do not have to re-
serve any group eligibility waiting period and the period of your military
leave will be credited toward any preexisting condition  exclusion period.
(These waivers of limitations do not provide coverage for any illness or
injury caused or aggravated by your military service, as determined by
the VA.) For complete information regarding your rights under the
USERRA, contact your employer.

Termination Of Employment

If your employment terminates, your coverage will ordinarily end for you
and all enrolled dependents on the last day of the month during which
employment ends.

Reenrolling After Layoff
If you are rehired and return to active work within six months of being laid
off, you and any previously enrolled dependents may reenroll under the

CIS — PLAN I-B PPP Rx2
Modified 05/08/07
Negotiated Form No. 096000003



12

contract on the date you are rehired, regardless of any lapse in
coverage.

Your group must notify us that you are being rehired following a layoff
and the necessary premiums for your coverage must be paid.

All contract provisions will resume at the time you reenroll whether or
not there was a lapse in your coverage. Any exclusion period not
completed at the time the employee was laid off must be satisfied.
However, the period of your layoff will be counted toward the exclusion
period. At the time you are rehired, you do not have to re-serve any
group eligibility waiting period required by this contract .

If You Retire

If you are retired and non-Medicare eligible, you and your enrolled
dependents are eligible to continue coverage under the contract after
retirement as long as you apply for coverage within 60 days from the end
of active coverage, and if all of the following conditions are met:

* you must have received, be receiving, or be eligible to receive
benefits from PERS (Public Employee Retirement System) or any
other retirement plan offered by the group ; and

* you may change to a different plan option within the same
insurance carrier (if offered by the employer) at retirement or
during open enrollment.

Dependent Eligibility Requirements

A qualified dependent enrolled under the contract at the time you retire
is eligible to continue coverage under this contract as your dependent.
However, a new spouse or domestic partner, or new dependent children
acquired after retirement are eligible to enroll within 31 days of their initial
eligibility.

When You Lose Retiree Eligibility

If you are retired, your coverage will end on the last day of the month
prior to the date you become eligible for Medicare. Some employers
continue coverage for Medicare-eligible enrollees. Check with your
employer to determine if this coverage applies to your group .

When Your Dependents Lose Eligibility If You Are Retired

If you are retired, coverage for your spouse will end on the last day of
the monthly period that he or she turns 65, is granted a decree of divorce
or annulment, or on the last day of the month prior to the date he or she
becomes eligible for Medicare, whichever happens first. Some
employers continue coverage for Medicare-eligible enrollees. Check with
your spouse's employer to determine if this coverage applies to your

group .
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Eligibility will end for a dependent child of an early retired employee on
the last day of the month in which the child is otherwise no longer
considered to be a dependent as defined in the contract , or voluntarily
terminates enrollment, either individually or through the early retiree.

An incapacitated dependent child, as defined in the contract may remain
covered past age 23 as long as at least one parent (the early retiree or
spouse) continues to be enrolled.

Death of an Early Retiree

If you are an early retiree and die, your coverage for your enrolled
dependents may be continued as long as your enrolled dependents
are eligible under this contract .

Voluntary Termination Of Retiree Coverage

If you and/or your enrolled dependents voluntarily terminate retiree
coverage under this contract , reenrollment under this contract will not
be possible. If retiree voluntarily terminates coverage, coverage for all
family members ends.

Rescinding Coverage

We may rescind your and/or your enrolled dependent's  coverage
under this contract from the beginning as never effective or deny a claim
at any time for fraud, material misrepresentation, or concealment by you
or your enrolled dependent in obtaining or attempting to obtain benefits
under this contract or for knowingly aiding or permitting such actions by
another.

If we rescind coverage as described above, we will retain premiums paid
as liguidated damages and reserve the right to recover from you or your
enrolled dependent the benefits paid as a result of such wrongful
activity that are in excess of the premium payments. In addition, we may
deny future enrollment of the group or enrollee under any Regence
BlueCross BlueShield of Oregon contract or the contract of any of our
subsidiaries for a period of up to five years.

CONTINUATION OF COVERAGE (COBRA)

The CIS group health plans are subject to the continuation of coverage
provisions of the Consolidated Omnibus Budget Reconciliation Act of
1985, or COBRA. This section will automatically cease to be effective
when federal law requiring continuation of eligibility for coverage no
longer applies to the group health plan.

Under certain circumstances, you and/or your enrolled dependents
may have the right to continue coverage beyond the time coverage would
ordinarily have ended. The following rights and obligations regarding
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continuation of coverage are governed by the Consolidated Omnibus
Budget Reconciliation Act of 1985 (COBRA) as amended. In the event of
any conflict between this Continuation of Coverage provision and
COBRA, COBRA shall govern.

You have the right to elect continuation of coverage if you would
otherwise lose coverage because of a reduction in hours of employment
or termination of employment (for reasons other than gross misconduct).

If you elect COBRA continuation as a result of a reduction of hours of
employment or termination of employment (for reasons other than gross
misconduct), your qualified domestic partner may also elect COBRA
continuation.

Note that Medicare entitlement, as referred to later in this provision, very
seldom causes a loss of coverage, so very rarely triggers COBRA
continuation.
Your spouse or domestic partner has the right to choose continuation of
coverage if he or she would otherwise lose coverage for any of the
following reasons:

* you die;

» termination of your employment (for reasons other than gross
misconduct) or reduction in your hours of employment;

» dissolution of marriage (divorce or annulment), legal separation
from you, or termination of domestic partnership; or

* you become entitled to Medicare.

Your enrolled dependent child has the right to continuation of coverage
if coverage would otherwise be lost for any of the following reasons:

* you die;

* termination of your employment (for reasons other than gross
misconduct) or reduction in your hours of employment;

* you and your spouse dissolve your marriage (divorce or
annulment), legally separate, or your domestic partnership
terminates; or

* you become entitled to Medicare; or

» the child loses eligibility as a dependent under the contract .
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A natural born child or a child placed for adoption with you who is
properly enrolled under the terms of the contract during the continuation
period shall be considered a qualified beneficiary.

Notification Responsibilities

You or your enrolled dependent has the responsibility to inform CIS’s
plan administrator in writing of a divorce, annulment, legal separation,
termination of domestic partnership, or a child losing dependent status
within 60 days of the date of the event. CIS has the responsibility to
notify CIS’s plan administrator of the employee’s death, termination of
employment, reduction in hours, Medicare eligibility.

Once Natification Is Given

When CIS’s plan administrator is notified that one of these events has
happened, the plan administrator will in turn notify you or your enrolled
dependent that you or your enrolled dependent has the right to elect
continuation of coverage. Under this provision, you or your enrolled
dependent has 60 days from the date coverage would otherwise be lost
because of one of the events described previously or 60 days from the
date of notification from the plan administrator, whichever is later, to elect
continuation. Failure to elect continuation within that period will cause
group health plan coverage to end as it normally would under the terms
of the contract .

Available Coverage

The coverage for continuation of coverage is required to be the same as
that provided to similarly situated employees and their enrolled
dependents .

Making Monthly Payments

You or your enrolled dependent is responsible for the full cost of
continuation unless your group has specific provisions to pay for this
coverage under special circumstances. Check with your group’s plan
administrator or personnel office to find out if there are any such policies.
Please note that for qualified beneficiaries whose coverage is extended
beyond 18 months due to disability, we will charge 148 percent of the
regular monthly premium in addition to the 2 percent administration fee
CIS may charge. Premium for continuation of coverage must be paid to
CIS on a timely basis within 31 days of CIS’s Premium Due Date. The
only exception is the premium payment for the period preceding the
election which may be made up to 45 days from the date of election,
however premiums must be paid back to the point you became eligible.
Premium for those on continuation must be submitted to us each month
with CIS’s regular monthly premium payment in order to maintain
continuation of coverage.

How Long Continued Coverage Lasts
Coverage may be continued as follows:
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For termination of employment or reduction of hours, continuation
may last for up to 18 months. However, there is one exception. It
applies when a qualified beneficiary is determined by the Social
Security Administration to have been disabled at any time prior to
or during the first 60 days of continuation coverage. In that
situation, each qualified beneficiary may have up to a total of 29
months of continuation, but only if the Social Security
Administration makes the determination within the first 18 months
of that continuation period and the qualified beneficiary notifies
the plan administrator both within that 18-month period and within
60 days of the determination. Thereafter, if there is a final
determination of nondisability, the qualified beneficiary must so
notify the plan administrator within 31 days. The extended
continuation will end the month that begins more than 31 days
from the final determination that the qualified beneficiary is no
longer disabled.

For death, dissolution of marriage, annulment, your legal
separation, or termination of domestic partnership, continuation
may last for up to 36 months.

However, there is a special Oregon statute that allows a spouse
who is age 55 or over at the time coverage would otherwise end
due to the death, dissolution of marriage, annulment, or legal
separation to remain enrolled beyond 36 months until covered by
another group health plan or until age 65, whichever happens
first. Enrolled dependent children of the spouse may remain
enrolled with the spouse beyond 36 months as long as they are
otherwise eligible under the contract .

For a dependent child ceasing to be eligible as a dependent under
the plan, continuation may last for up to 36 months.

If you become entitled to Medicare thereby causing a loss of
coverage for enrolled dependents , continuation will last for up to
36 months.

In the case of multiple qualifying events (a qualifying event
followed by one or more qualifying events), a qualified beneficiary
shall upon proper notice to the plan administrator of the
succeeding qualifying event, continue for up to 36 months from
the date the original continuation began. However, if you are an
active employee with enrolled dependents and you become
entitled to Medicare, the period of continuation for your enrolled
dependents for any subsequent qualifying event may be
continued until the later of:

— 36 months from the date of Medicare entitlement; or
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— the end of any other continuation period to which an enrollee
is entitled.

Termination

Notwithstanding the previous statements, in all situations, continuation
under this contract will end for a person on the last day of the monthly
premium payment period in which any of the following occurs, whichever
happens first:

e premium for a person on continuation is not paid to CIS or to us
on a timely basis;

» after electing continuation a person becomes covered under any
other group plan. However, coverage under another plan will not
cause continuation to end so long as the other plan excludes or
limits coverage for a preexisting condition of a qualified
beneficiary in accordance with federal law;

» after electing continuation a person becomes entitled to Medicare;
or

» the applicable period of continuation ends.

In addition, continuation will end on the day the contract terminates, or, if
applicable, the day the group withdraws from participation under the
contract . However, continuing coverage may still be available under the
succeeding plan unless CIS no longer provides a group health plan for
any of its employees.

PORTABILITY HEALTH BENEFIT PLANS

If you or your enrolled dependents lose eligibility for coverage under
this contract , you and/or your enrolled dependents may be entitled to
coverage under one of our portability health benefit plans, or one of
our products for Medicare eligible individuals which we are offering at
that time. Portability health benefit plans and portability plans are
health benefit plans for eligible individuals that are required to be
offered by all group carriers in Oregon. The purpose of portability plans
is to improve the availability and affordability of health benefit plans for
individuals leaving group coverage.

Eligibility For A Portability Plan

To be eligible for one of the portability plans , you or your enrolled
spouse or qualified or any eligible dependents must:

* have terminated coverage or been terminated from coverage due
to loss of eligibility;
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* not be eligible for Medicare coverage or coverage under this
contract (except under federal COBRA or Oregon State
continuation coverage) or any other health benefit plan ;

* have been continuously covered up to the time of termination of
coverage under this contract as follows:

— for at least 180 days under this contract (including federal
COBRA or Oregon State continuation coverage) or this
contract and one or more prior Oregon group medical
insurance contracts; or

— for at least 18 months of prior creditable coverage but less
than 180 days of combined Oregon group medical insurance
coverage. In that situation, if you or your enrolled
dependent are eligible for either federal COBRA or Oregon
State continuation coverage at the time of termination from
this contract , you or your enrolled dependent must enroll
on continuation coverage until you or your enrolled
dependent has a total of at least 180 days of continuous
Oregon group medical insurance coverage. If you or your
enrolled dependent is not eligible for continuation coverage,
this continuation coverage requirement does not apply;

* have been a resident of the state of Oregon at the time coverage
under this contract terminated (including any federal COBRA or
Oregon State continuation coverage) or within 63 days of such
coverage termination; and

» satisfy any other provisions of the portability plan.

How To Apply For A Portability Plan

In order to exercise the right to one of the portability plan options, the
person must:

* submit a written application to us;

* apply within 63 days of termination of prior Oregon group medical
insurance coverage or at any time during continuation coverage
under federal COBRA or Oregon State law; and

* make the required premium payment.

Please note that once you enroll in a portability plan , you may not
reenroll under this contract unless you are again eligible for coverage
under the contract .
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Portability Health Benefit Plan Options

For eligible individuals leaving their group coverage, we offer two types of
portability health benefit plans:

* aprevailing cost plan, which includes benefit coverages and
premiums that are prevalent in the Oregon group health insurance
market; and

* alow cost plan, which emphasizes affordability for eligible
individuals.

For information regarding the individual portability coverage, a special
representative in our Customer Service Department is available to
answer your questions.

Telephone: (503) 220-6363
Toll-free: 1-800-777-3168
DEFINITIONS

The following definitions of important terms used in this benefits booklet
will appear throughout the contract in bold face (darkened text). Other
terms are defined, and bold-faced, where they are first used in the text of
the contract .

The contract means the agreement between CIS and us that contains all
of the terms of the coverage. This benefits booklet is by reference part
of the contract .

Plan Administrator means your employer or CIS.

Health benefit plan means any hospital-medical-surgical expense policy
or certificate issued by insurers including health care service contractors
and health maintenance organizations, and includes any benefit plan
provided by a multiple employer welfare arrangement or by another
benefit arrangement, as defined in the federal Employee Retirement
Income Security Act of 1974 as amended (ERISA).

An alternative health benefit plan means an optional health plan
offered to CIS’s eligible employees as an alternative to the benefits of this
contract . Alternative health benefit plans would include CIS’s health
maintenance organization (an HMO qualified under 1310(a) of the U.S.
Public Health Services Act).

Enroliment date means, for individuals who apply during their initial
period of eligibility, your or your enrolled dependent’'s effective date of
coverage or the first day of any group eligibility waiting period applicable
to you or your dependent, whichever is earlier. For all others (i.e.
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including those who applied as late enrollees or during a special
enrollment or open enroliment period), enroliment date means the
effective date of coverage.

An enrolled employee means either an employee of the group whose
enrolliment is accepted by us and who is enrolled under this contract or a
retired employee who remains enrolled under the contract after
retirement.

An enrolled dependent means an eligible dependent of an enrolled
employee whose enroliment is accepted by us and who is enrolled under
this contract .

A calendar year means the period from January 1 through December 31
each year.

lllness means a disease or bodily disorder.

Injury means a personal bodily injury to you or your enrolled
dependent caused directly and independently of all other causes by
external, violent, and accidental means.

Chemical dependency conditions  means substance-related disorders
included in the most recent edition of the Diagnostic and Statistical
Manual of Mental Disorders published by the American Psychiatric
Association. Chemical dependency is an addictive relationship with any
drug or alcohol characterized by a physical or psychological relationship,
or both, that interferes on a recurring basis with an individual's social,
psychological, or physical adjustment to common problems. Chemical
dependency does not include addiction to or dependency on tobacco,
tobacco products, or foods.

Mental health conditions means Mental Disorders in the most recent
edition of the Diagnostic and Statistical Manual of Mental Disorders
published by the American Psychiatric Association except as otherwise
excluded under this contract . Mental Disorders that accompany an
excluded diagnosis are covered.

Mental health and chemical dependency services means medically
necessary outpatient, residential, partial hospital or inpatient services
provided by an approved licensed facility or licensed individuals who meet
our credentialing requirements with the exception of skilled nursing
facility services (unless the services are provided by a licensed
behavioral health provider for a covered diagnosis), home health care
services, and court ordered treatment (unless the treatment is

determined by us to be medically necessary ). Mental health and
chemical dependency services  do not include:

* educational programs for drinking drivers;
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* voluntary mutual support groups, such as Alcoholics Anonymous;
and

» family education or support groups.

Residential care is care in a licensed residential facility, hospital , or
other facility which provides an organized full-day or part-day program of
treatment and is licensed or approved for the particular level of care for
which reimbursement is being sought by the Oregon Mental Health
Division (or the equivalent agencies, if the services are provided outside
Oregon).

Medically necessary means those services and supplies that are
required for diagnosis or treatment of illness or injury and which, in our
judgment, are:

* appropriate by treatment setting and level of care in amount,
duration, and frequency of care and consistent with the symptoms
or diagnosis and treatment of your or your enrolled dependent 's
condition;

* appropriate with regard to widely accepted standards of good
medical practice;

* not primarily for the convenience of you or your enrolled
dependent or a provider of services or supplies; and

» the least costly of the treatment settings, alternative supplies, or
levels of service that can be safely provided to a patient. This
means, for example, that care rendered in a hospital inpatient
setting is not medically necessary if it could have been provided
in a less expensive setting, such as a skilled nursing facility or
by a nurse in the patient's home, without harm to the patient.

THE FACT THAT A PROFESSIONAL PROVIDER FURNISHED,
PRESCRIBED, ORDERED, RECOMMENDED, OR APPROVED A
SERVICE OR SUPPLY DOES NOT, OF ITSELF, MAKE THE SERVICE
OR SUPPLY MEDICALLY NECESSARY. WE WILL DETERMINE
WHETHER THE SERVICES ARE NECESSARY. WE WILL CONSULT
WITH PROFESSIONAL CONSULTANTS, PEER REVIEW
COMMITTEES, OR OTHER APPROPRIATE SOURCES FOR
RECOMMENDATIONS REGARDING THE NECESSITY OF THE
SERVICES OR SUPPLIES RECEIVED BY ENROLLEES.

NOTE: Medically necessary care does not include custodial care.
Custodial care refers to care that helps a person conduct
activities of daily living and that can be provided by people
without medical or paramedical skills; for example, help in
bathing, eating, dressing, or getting in or out of bed. This also
includes care that is primarily for the purpose of separating a
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patient from others or preventing a patient from harming himself
or herself.

An emergency medical condition means a medical condition that
manifests itself by acute symptoms of sufficient severity, including severe
pain, that a prudent layperson possessing an average knowledge of
health and medicine would reasonably expect that failure to receive
immediate medical attention would place the health of a person, or a
fetus in the case of a pregnant woman, in serious jeopardy.

Emergency medical screening exam means the medical history,
examination, ancillary tests, and medical determinations required to
ascertain the nature and extent of an emergency medical condition

Emergency services means those services and supplies furnished by a
facility to the extent they are required for the stabilization of a patient who
is experiencing an emergency medical condition

Grievance is a written complaint submitted by or on behalf of an enrollee
regarding the availability, delivery, or quality of the health care (including
preauthorization determinations), claims payments, or matters related to
the relationship between the enrollee and us.

A copayment means a fixed dollar amount that you or your enrolled
dependent must pay to the provider rendering the service or supply.

A professional provider means any of the following for medically
necessary services which are within the scope of the provider's state
license or registry:

» a physician (doctor of medicine or osteopathy);

* aphysician's assistant;

* apodiatrist;

» adentist (doctor of medical dentistry or doctor of dental surgery,
or a denturist) but only for treatment of accidental injuries as
described under the Special Dental Care benefit;

* apsychologist;

* alicensed clinical social worker;

» acertified nurse practitioner;

* aregistered physical, occupational, speech, or audiological
therapist;
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* aregistered nurse or licensed practical nurse, but only for
services rendered upon the written referral of a doctor of medicine
or osteopathy, and only for those services for which nurses
customarily bill patients; or

* achiropractor, but only for musculoskeletal disorders and limited
to 12 office visits per calendar year .

The term professional provider does not include any other class of
provider not named previously, and no benefit of the contract will be paid
for their services.

A participating or preferred professional provider means a
professional provider who has an effective participating or preferred
contract to provide services and supplies to enrollees .

A patrticipating or preferred facility means a hospital , skilled nursing
facility , or special facility that has an effective participating or preferred
contract to provide services and supplies to enrollees .

A nonparticipating or nonparticipating professional provider means
a facility or professional provider who does not have an effective
participating contract.

A nonpreferred facility or nonpreferred professional provider  means
a facility or professional provider who does not have an effective
preferred contract.

Contracting durable medical equipment supplier means a supplier of
durable medical equipment with whom we have contracted to provide
services and supplies to enrollees .

A contracting agency means any of the following with whom we have
contracted to provide services and supplies to enrollees :

* home health care agency ;
» home infusion therapy agency; and
* hospice care program

Reasonable amount means an amount, determined by us according to:
our proprietary database on medical/dental billings; or use of pharmacy
or Medicare data, which is usual (not more than the provider's normal
charge) and customary (falls within the range of average charges for a
service or supply billed by most providers or vendors for the same or
similar service or supply in our service area).

CIS — PLAN I-B PPP Rx2
Modified 05/08/07
Negotiated Form No. 096000003



24

SUMMARY OF BENEFITS

This section is a summary of the benefits of the plan. It states at what
percentages covered expenses are paid and describes any stop-loss
amounts. It also states deductibles or benefit maximums applicable to
the coverage. You may also be responsible for payment of part of the
premium for coverage under the plan. Check with your Plan
Administrator for information on any required premium contribution.
The sections following this SUMMARY OF BENEFITS spell out the
benefits and the conditions, limitations, and exclusions of the plan in
detail.

We have contracted with professional providers and facilities to provide
services and supplies to enrollees under this plan. Your provider
directory lists which panel of providers applies to your benefits under the
plan. This listing of participating providers is available to you, at no cost,
upon enroliment or at any other time from your Plan Administrator or
from us on our website at www.or.regence.com or through our Customer
Service Department.

IMPORTANT NOTE: This is a preferred provider plan, where preferred
providers are paid at a higher percentage than nonpreferred providers
(as noted in the Summary of Benefits). If an enrollee sees a
participating provider that is not preferred, they will not receive the
maximum benefit. It is extremely important to use preferred facilities
and preferred professional providers  in order to receive the maximum
benefits available under this contract . Services provided for an
emergency medical condition (see DEFINITIONS) will be paid at the
preferred level of benefits.

Maximum Lifetime Benefit

per enrolled employee or enrolled dependent : $2,000,000

Calendar Year Deductible

per enrollee : $200
total family: $600

Calendar Year Stop-Loss Amount

per enrollee : $10,000*

*If two family members have met the stop-loss amount, other enrolled
family members need only meet any remaining family deductible to have
covered expenses paid at 100% for the remainder of the calendar year .
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Percentage We Pay For Covered Expenses

After the deductible is satisfied, we pay as explained in the following
paragraphs for covered expenses incurred for the listed services and
supplies.

Preferred Facilities, Preferred Professional Providers, and Other Covered
Expenses

We pay 80 percent of covered expenses an enrollee incurs for
preferred facilities , preferred professional providers , and Other
Covered Expenses for those services listed on the following pages until
those covered expenses total $10,000 (the stop-loss amount) in a
calendar year . Once these covered expenses exceed the stop-loss
amount, we then pay 100 percent of covered expenses incurred during
the rest of the calendar year for that enrollee .

Nonpreferred Facilities and Nonpreferred Professional Providers

We pay 60 percent of covered expenses an enrollee incurs for
nonpreferred facilities and nonpreferred professional providers  for
those services listed on the following pages until those covered
expenses total $10,000 (the stop-loss amount) in a calendar year .
Once covered expenses for nonpreferred facilities and nonpreferred
professional providers exceed the stop-loss amount, we then cover
100 percent of covered expenses incurred during the rest of the
calendar year for that enrollee .

NOTE: Covered expenses paid at 100 percent and/or any copayments
the enrollee pays do not accumulate toward the stop-loss
amount.

Additional Accident Benefit

We will waive any required deductible for services and supplies you or
your enrolled dependent receives as treatment for an accidental injury
that occurs while you or your enrolled dependent is enrolled under this
contract . Care must be received within 90 days of the injury .

Mental Health And Chemical Dependency Services

We will cover mental health and chemical dependency services under
the various sections of the contract the same as illness . Covered
expenses for residential care for treatment of mental health

conditions , however, is limited for you and for each of your enrolled
dependents to 45 days per calendar year.
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Women's Health And Cancer Rights

The plan covers surgery, reconstruction, prosthesis, and treatment of
physical complications of all stages of mastectomy according to the
Women's Health And Cancer Rights benefit.

Biofeedback Therapy

We cover certain expenses for biofeedback therapy services. (See
Biofeedback Therapy under the GENERAL LIMITATIONS Section for
exact qualifications and limitations.)

Waiting Periods

Your coverage has no waiting periods before we pay benefits for pre-
existing conditions.

Open Enroliment

June and July of each year for an August 1% effective date.
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MEDICAL BENEFITS

Type of Services or Supplies

Preferred Provider

Nonpreferred Provider

Providers that have a preferred
contract with us are paid under
this column. This could include a
participating provider if they are

also preferred.

Providers that do not have a
preferred contract with us are
paid under this column. This
could include a provider that

has a participating (but not

preferred) contract with us.

Based on covered expenses*
80% of first $10,000 after $200
deductible, then 100%

Based on covered expenses*
60% of first $10,000 after $200
deductible, then 100%

Hospital Inpatient Care

Emergency room

80%/100% after
$100 copayment

Number of days unlimited unlimited
Semi-private room 80%/100% 60%/100%
Intensive/coronary care unit 80%/100% 60%/100%
Additional medically necessary 80%/100% 60%/100%
hospital services and supplies
Inpatient rehabilitation 30 days 80%/100% 60%/100%
(60 days for head or spinal cord
injury, or for treatment of
stroke, per calendar year )

Skilled Nursing Facility Care
Number of days per stay 100 100
Semiprivate room plus 80%/100% 60%/100%
medically necessary ancillary
charges

Hospital Outpatient Care
Surgery 80%/100% 60%/100%
Radium, radioisotope, 80%/100% 60%/100%
and x-ray therapy
Chemotherapy 80%/100% 60%/100%
Preadmission testing 80%/100% 60%/100%
Diagnostic x-ray and laboratory 80%/100% 60%/100%

60%/100% after
$100 copayment

* See page 37 for an explanation of covered expenses.
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Type of Services or Supplies

Preferred Provider

Nonpreferred Provider

Providers that have a preferred
contract with us are paid under
this column. This could include a
participating provider if they are

also preferred.

Providers that do not have a
preferred contract with us are
paid under this column. This
could include a provider that

has a participating (but not

preferred) contract with us.

Based on covered expenses*
80% of first $10,000 after $200
deductible, then 100%

Based on covered expenses*
60% of first $10,000 after $200
deductible, then 100%

Special Facility Care

Birthing center or ambulatory 80%/100% 60%/100%
surgery facility

Professional Provider Services
Home or office visits 80%/100% 60%/100%

Annual women's examinations

Visits in hospital
consultation in hospital

Surgery: Surgeon, assistant
surgeon, anesthesiologist and
supplies

Contraceptive services

Radium, radioisotope,
and x-ray therapy

Diagnostic x-ray and laboratory
tests (not including Pap smears
and mammograms)

Pap smears and mammograms
Immunizations for children
through age 18

Immunizations age 19 and over
Therapeutic injections, such as

allergy shots, when given in the
professional provider's  office

100% after $15 copayment ,
not subject to the deductible

80%/100%

80%/100%

80%/100%

80%/100%

80%/100%

100%, not subject
to the deductible

100% after $5 copayment ,
not subject to the deductible

80%/100%

80%/100%

100% after $15
copayment , not subject to
the deductible

60%/100%

60%/100%

60%/100%

60%/100%

60%/100%

100%, not subject
to the deductible

100% after $5 copayment ,
not subject to the deductible

60%/100%

60%/100%

* See page 37 for an explanation of covered expenses.
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Type of Services or Supplies

Preferred Provider

Nonpreferred Provider

Providers that have a preferred
contract with us are paid under
this column. This could include a
participating provider if they are

also preferred.

Providers that do not have a
preferred contract with us are
paid under this column. This
could include a provider that

has a participating (but not

preferred) contract with us.

Based on covered expenses*
80% of first $10,000 after $200
deductible, then 100%

Based on covered expenses*
60% of first $10,000 after $200
deductible, then 100%

Maternity

Medically necessary durable
medical equipment and
supplies which relate directly to
the treatment of an illness or
injury

80%/100%

80%/100%

60%/100%

60%/100%

* See page 37 for an explanation of covered expenses.
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Type of Services or Supplies Preferred Provider or

Nonpreferred Provider
Based on covered expenses *- 80% of first $10,000
after $200 deductible, then 100%

Other Covered Expenses

Outpatient rehabilitative care, maximum 30 80%/100%
sessions (60 sessions for head or spinal
cord injury or for treatment of stroke) per
calendar year**

Chiropractor office visits (for treatment of 80%/100%
musculoskeletal disorders only, up to a
maximum of 12 visits per calendar year )**

Home health care (maximum 180 days 80%/100%

per calendar year)**

Home infusion therapy (as specified)** 80%/100%

Blood and blood plasma** 80%/100%

Palliative hospice care (as specified for 100%, not subject to the deductible

six months of care)

Ambulance transportation (up to 500 80%/100%

miles per calendar year)***

Outpatient diabetic instruction 100%, not subject to the deductible,

(as specified in the benefits booklet ) see page 54

Transplants Covered expenses for medically necessary non-

experimental transplantation procedures,

see page 55

Prescription medications See page 68

(including mail order)

* See page 37 for an explanation of covered expenses.

** Services and supplies for which there are no preferred providers will be paid at the preferred rate.

*** Your coverage pays covered expenses based on community standards for ground level
transportation as determined by Regence BlueCross BlueShield of Oregon.
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HOW YOUR PLAN WORKS

Preferred Provider

You Pay: This Plan Pays:

$200 per year Nothing

20% of first $10,000 after deductible 80% of first $10,000 after deductible

Nothing 100% of eligible charges over
$10,000

Nonpreferred Provider

You Pay: This Plan Pays:

$200 per year Nothing

40% of first $10,000 after deductible 60% of first $10,000 after deductible

Nothing 100% of eligible charges over
$10,000

PREAUTHORIZATION

Preauthorization is a tool we use to find the most appropriate and cost-
effective level of medical care for our members. Many types of treatment
may be available for certain conditions; the preauthorization process
helps your physician work together with you or your enrolled

dependent , other providers, and Regence BlueCross and BlueShield of
Oregon to determine the treatment that best meets your or your

enrolled dependent’'s medical needs. This teamwork helps save
thousands of dollars in premiums each year, which translates into
savings for you.

Preauthorization refers to the process by which we determine that a
proposed service or supply (including medications) is medically
necessary and provide approval for it before it is rendered.

What Needs To Be Preauthorized

Some services and supplies (as may be described in this benefits
booklet ) must be preauthorized before we will consider paying the
claim. These services and supplies are listed on our Focused
Notification List which we give to our providers twice a year. Note that
we do not preauthorize services or supplies which are not included on
our Focused Notification List.

Preauthorization By Contracting Providers -- Providers that have
contracted with us know how the preauthorization process works and
will normally request preauthorization , if necessary, for your or your
enrolled dependent’'s proposed service or supply.
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Preauthorization By Noncontracting Providers -- If you or your enrolled
dependent receives care from a provider with whom we have not
contracted, you or your enrolled dependent may be liable for charges
we deny because the service or supply is not medically necessary .
Avoid that risk by asking your or your enrolled dependent’'s  provider to
contact our Preauthorization Department. Please note that for treatment
of chemical dependency conditions  and/or mental health conditions ,
providers with whom we have not contracted are bound by law to follow
our preauthorization requirements the same as providers with whom we
have contracted.

Preauthorization Process

When we receive a preauthorization request from you or your enrolled
dependent , or your or your enrolled dependent’'s  provider, we will
notify you or the provider of our decision within 15 days of our receipt of
the preauthorization request. However, this 15-day period may be
extended an additional 15 days in the following situations:

* When we cannot reach a decision due to circumstances beyond
our control, we will notify you or the provider within the initial 15-
day period that the extension is necessary, including an
explanation of why the extension is necessary and when we
expect to reach a decision.

* When we cannot reach a decision due to lack of information, we
will notify you or the provider within the initial 15-day period that
the extension is necessary, including a specific description of the
additional information needed and an explanation of why it is
needed. You or your provider must provide us with the
requested information within 45 days of receiving the request for
additional information. Once we receive the needed information,
we will notify you of our decision within 48 hours after you
supplied it to us or at the end of the period we allowed you to
supply the needed information to us.

Our Preauthorization Department may be reached by phone or mail at:

Mail: Regence BCBSO Preauthorization Department
PO Box 1271, E-9B, Portland, OR 97207-1271

Telephone: Portland area: (503) 525-6593
Toll-free: 1-(800)-824-8563
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To preauthorize care for transplants :

Mail: PO Box 1271, E-9B, Portland, OR 97207-1271
Telephone: Portland: (503) 226-8783

Toll-free: 1-(800)-560-0749

Fax: (503) 226-8754

If we approve a preauthorization request from a provider we are bound
to cover the authorized service or supply as follows:

If your or your enrolled dependent’s coverage terminates within five
business days of the preauthorization date, we will cover the
preauthorized service or supply if the service or supply is actually
incurred within those five business days regardless of the termination
date unless we are aware the coverage is about to terminate and we
disclose this information in our written preauthorization . In that case,
we will only cover the preauthorized service or supply if incurred prior to
termination.

If your or your enrolled dependent’s coverage terminates later than five
business days after the preauthorization date, but before the end of 30
calendar days, no services incurred after termination will be covered even
if preauthorized .

If coverage remains in effect for at least 30 calendar days after the
preauthorization , we will cover the preauthorized service or supply if
incurred within the 30 calendar days.

When counting the days described above, day one will begin on the
calendar or business day after we preauthorize the service or supply.

BENEFITS

We pay a percentage of covered expenses up to the lifetime maximum
shown in the SUMMARY OF BENEFITS for you and for each enrolled
dependent . The explanation of how we pay and the description of
covered expenses are given in the following sections.

Limitations and exclusions that apply to covered expenses are explained
in the sections that follow the description of benefits.

There are other points that we want to explain about how the coverage
works. One deals with when benefits are available to pay covered
expenses . The second concerns any deductible amount you and each
enrolled dependent are responsible for under this contract . The third
point relates to the amount of covered expenses we pay after any
required deductible is satisfied. The last few points relate to restoration
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of benefits, care management/alternative benefits , and emergency
care and how they are administered under the contract .

When Benefits Are Available

We only pay benefits for covered expenses incurred when your and
your enrolled dependents' coverage is in effect. Coverage is in effect
when:

» you and your enrolled dependents are eligible to be covered
according to the eligibility provisions of the contract ;

» you and your enrolled dependents have applied for coverage
and have been accepted by us; and

* your and your enrolled dependents’ premium for the current
month has been paid by CIS on a timely basis.

The expense of a service is incurred on the day the service is rendered
and the expense of a supply is incurred on the day the supply is delivered
to you or your enrolled dependent .

There is one exception to this rule. When you or your enrolled
dependent is in the hospital on the day coverage ends, we will continue
to provide benefits towards the covered expenses for that hospitalization
until discharge from the hospital or until your or your enrolled
dependent's benefits have been exhausted, whichever comes first.

(This exception does not apply to skilled nursing facilities or other
types of facilities.)

Deductibles

This contract has a calendar year deductible. The amount of the
individual deductible is shown in the SUMMARY OF BENEFITS. The
deductible applies to medical expenses.

We will not begin to pay your or your enrolled dependent’'s expenses in
any calendar year until the deductible amount is satisfied. The
deductible applies separately to you and each enrolled dependent , but
no family will be required to satisfy more than the total family deductible
shown in the SUMMARY OF BENEFITS for any year, no matter how
many enrolled dependents are in that family.

Deductible Carryover Privilege

In addition, there is a deductible carryover privilege. If covered
expenses are incurred in the last three months of a calendar year and
applied toward but do not satisfy the deductible for that year, they will be
carried forward and applied toward the deductible for the following year.
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Example :

Your deductible amount is $200. You have $10 in covered expenses in
February and you have $85 of such expenses in November. This doesn't
satisfy the $200 deductible, so you receive no benefits. However, the
$85 is applied toward the following year's deductible. This means you
only have to have $115 in covered expenses in the next year to satisfy
that year's deductible and to begin receiving benefits.

Once The Deductible Is Satisfied

After the deductible is satisfied, we pay a percentage of the covered
expenses incurred under the contract by you or your enrolled
dependents . The percentage we pay and whether or not a stop-loss
applies varies depending on the kind of service or supply and who
rendered it. Refer to the DEFINITIONS Section for types of providers
and the SUMMARY OF BENEFITS for a description of percentages paid
and stop-loss amounts.

Note that if a stop-loss applies, it is accumulated separately for you and
each of your enrolled dependents based upon your or your enrolled
dependent’'s covered expense. However, if in any calendar year , two
individual enrollees in a family have met the stop-loss amount shown in
the SUMMARY OF BENEFITS, other family members need only meet
any remaining family deductible to have covered expenses paid at 100%
for the remainder of the calendar year , no matter how many enrolled
dependents are in that family. And, covered expenses paid at 100
percent and/or any copayment amounts that you must pay do not
accumulate toward the stop-loss amount.

Example :
Suppose you have $20,000 in eligible major medical expenses this year

and a deductible of $200:

You Pay This Plan Pays

$ 200 (deductible) Nothing

$2,000 (20% of first $10,000) $ 8,000 (80% of first $10,000)
Nothing $ 9,800 (100% over $10,000)
$2,200 TOTAL $17,800 TOTAL

Most providers bill us directly. We will automatically accumulate charges
eligible for coverage until the deductible amount is reached. Once you
meet the deductible, we will automatically pay the specified percentage of
covered expenses .

If a provider sends you a bill, there is an explanation of how to submit it
to us in the "Submission and Payment of Claims" provision of the
CONTRACT AND CLAIMS ADMINISTRATION Section.
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Restoration Of Benefits

If you or one of your enrolled dependents receives medical benefits
under this contract , the amount of those benefits up to $25,000 will be
restored each January 1 to your or your enrolled dependent's
maximum lifetime benefit.

Deductible, Stop-Loss, And Out-Of-Pocket Maximum Re  newal

Deductible, stop-loss, and out-of-pocket maximum provisions are
calculated on a calendar year basis. This contract is renewed, with or
without changes, each contract year (the 12-month period following
either the original effective date of the contract or the date the contract
renewed). A contract year may or may not coincide with a calendar
year. When this contract is renewed mid-calendar year , any previously
satisfied deductible, stop-loss, and/or out-of-pocket maximum amounts
are credited toward similar provisions in the renewed contract. If the
deductible, stop-loss, and/or out-of-pocket maximum amount increases
mid-calendar year , you or your enrolled dependent must satisfy the
new requirement less the amount already satisfied during the current
calendar year under the previous contract.

Care Management/Alternative Benefits

Care management is a program administered by us which is designed to
provide early detection and intervention in cases of serious illness or
injury with the potential for major continuing claims expense. We will, at
our sole discretion, identify appropriate cases, evaluate recommended
treatment plans, and propose alternative benefits .

Alternative benefits means payment for services or supplies which are
not otherwise benefits of the contract , but which we believe to be
medically necessary and cost effective. We will not cover alternative
benefits until we have determined, at our sole discretion, to do so, and
have received agreement in writing on the specific terms and conditions
for payment signed by an enrollee or an enrollee 's legal representative.
The fact that we pay alternative benefits for an enrollee shall not
obligate us to pay such benefits for other enrollees , nor shall it obligate
us to pay continued or additional alternative benefits for the same
enrollee . Benefits for alternative benefits are covered expenses for all
purposes under this contract .

Emergency Care

You and your enrolled dependents are covered for emergency
medical screening exam expenses (see DEFINITIONS Section) under
the various sections of this contract without preauthorization .
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Should you or your enrolled dependent experience an emergency
medical condition , you or your enrolled dependent should seek
medical attention from the nearest appropriate facility (physician’s office,
clinic setting, urgency care center, or hospital emergency room), or call
911.

COVERED EXPENSES

Subject to the terms of the contract , covered expenses means the
following when incurred for the services and supplies (including
medications) listed in the following sections and when medically
necessary for diagnosis and/or treatment of an illness or injury :

» the contracted amount for listed services and supplies provided by
a participating facility , participating professional provider
preferred facility , preferred professional provider , a
contracting agency , or a contracting durable medical
equipment supplier ;

» the reasonable amount for listed services and supplies provided
by a nonparticipating facility ;

» the billed amount for listed services received from a
nonparticipating professional provider , or the contracted
amount for a participating professional provider for the same
service, whichever is less;

» the billed amount for listed services and supplies provided by an
agency other than a contracting agency for home health care,
home infusion therapy, or palliative hospice care or the
contracted amount for a contracting agency for the same service
or supply, whichever is less;

» the billed amount for listed services and supplies provided by a
durable medical equipment supplier thatis not a contracting
durable medical equipment supplier  or the contracted amount
for a contracting durable medical equipment supplier for the
same service or supply, whichever is less;

» the reasonable amount for services and supplies provided by all
other categories of providers that are neither participating nor
nonparticipating (ambulance providers and non-DME suppliers for
example).

For emergency services only, we pay a nonpreferred professional
provider the same percentage of benefits as we would have paid a
preferred professional provider for a similar service.
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In addition, if your or your enrolled dependent’'s medical condition
necessitates emergency services at a nonpreferred facility , we pay
the same percentage of benefits we would have paid for a similar service
or supply at a preferred facility . However, after receiving covered
emergency services at a nonpreferred facility , we can require an
enrollee to transfer to a preferred facility as soon as his or her medical
condition safely permits. Payment for covered expenses for a
nonpreferred facility for care beyond the date we reasonably determine
an enrollee can be safely transferred will revert back to the percentage
payable for a nonpreferred facility .

Preferred and participating providers will not charge you or your
enrolled dependents for any balances beyond the deductible and
coinsurance amount for covered expenses . Facilities and professional
providers that do not have a preferred or participating contract with us,
however, may bill you for any balances over our payment level in
addition to the deductible and coinsurance amount.

Example Of How Benefits Are Paid - Nonpatrticipating Professional
Provider

The following is only an example. It assumes that there is a calendar
year deductible and that you or your enrolled dependent has not met
the stop-loss amount. Not all covered expenses are subject to a
calendar year deductible or stop-loss. The actual benefits of the plan
may vary. Read the SUMMARY OF BENEFITS thoroughly to determine
how your benefits under the plan are paid.

Nonparticipating professional provider's charge for a service: $50.00
Amount allowed to a participating professional provider for
the same service (the contracted amount): $45.00

Amount considered a covered expense for the nonparticipating

professional provider's charge would be: $45.00
(nonparticipating professional provider's charge, not to
exceed a participating professional provider’s contracted
amount for the same service)

How That Covered Expense Would Be Paid

Contract coinsurance (supposing the deductible has been

satisfied): 60%
(our responsibility is 60%, your responsibility is 40%)

Amount we would pay to the nonparticipating professional

provider : $27.00
Amount you would pay to the nonparticipating professional

provider : $23.00
Total $50.00
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Difference Between Participating And Nonpatrticipating Professional

Provider Payment

If the $50 charge had been for a visit to a participating professional

provider , our payment to that provider would have been: $36.00
(80% of the contracted amount)

Your responsibility would have been: $9.00

HOSPITAL CARE

Hospital Inpatient Care

The benefits for inpatient care provided by a hospital are explained in
the following paragraphs.

A hospital is an institution that provides diagnostic and treatment
facilities for inpatient surgical and medical care of persons who are
injured or ill. It must be licensed under applicable laws as a general
hospital . Its services must be under the supervision of a staff of
physicians and must include 24-hour-a-day nursing service by registered
nurses. Facilities that are primarily rest, retirement, or convalescent
homes are not considered to be hospitals . Neither are facilities operated
by agencies of the federal government.

Hospitalization must be authorized by a physician and must be medically
necessary for acute care and treatment of illness or injury .

Hospital Benefits
Covered expenses consist of the following:

» the charge for a semiprivate room or billed charges, whichever is
less, up to the hospital's most common rate for a room with two
beds;

» the charge for isolation care when medically necessary to
protect other patients from contagion or to protect you or your
enrolled dependent from contracting the illnesses of others;

» the charge for use of an intensive care or coronary care unit. We
determine our definition of an intensive care unit by using the
criteria of the Joint Commission on Accreditation of Hospitals, but
we reserve the right to decide whether the unit in a particular
hospital qualifies for coverage; and

» charges for other hospital services and supplies that are
necessary for treatment and are ordinarily furnished by the
hospital . These include, but are not limited to, operating and
recovery rooms, traction equipment, and special diets.
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Number Of Inpatient Hospital Days Covered

We provide benefits for unlimited days of hospital inpatient care for most
conditions. Inpatient treatment for some conditions, however, may be
limited to a lesser number of days. They are described in the following
paragraphs. We compute the number of days in a hospital stay by
counting the day of admission and the day of discharge as one day.

Skilled Nursing Facility Care

Services provided by a skilled nursing facility are explained in the
following paragraphs.

A skilled nursing facility is a facility licensed under applicable laws to
provide inpatient care under the supervision of a medical staff or a
medical director. It must provide continuous 24-hour-a-day nursing
service supervised by registered nurses.

Skilled Nursing Facility Benefits

We cover skilled nursing care necessary for treatment of illness or injury
up to a maximum of 100 skilled nursing facility — days per stay. For
benefits to renew after each stay, you or your enrolled dependent must
be discharged from the facility and 90 consecutive days must pass before
readmission to a hospital or a skilled nursing facility . Covered
expenses are limited to the daily service rate, up to the maximum
amount we would pay if the patient were in a semiprivate hospital room.
The patient's at