PEEHIP is required by the Age Discrimination in Employment Act, as amended by the Tax Equity and
Fiscal Responsibility Act of 1982, to offer its active employees over age 65 coverage under its group health
plan under the same condition as any employees under age 65. As a result of an accompanying
amendment to the Social Security Act, Medicare is secondary to benefits payable under an employer-
sponsored health insurance plan for employees over age 65 and their spouses over age 65. If the service is
also covered by Medicare, the claim can be submitted to Medicare which may pay all or a portion of the
unpaid balance of the claim subject to Medicare limitations.

As a result of these changes, PEEHIP does not provide an active member or his or her spouse with
benefits which supplement Medicare. The member has the right to elect coverage under PEEHIP on the
same basis as any other employee.

If a member chooses to be covered under PEEHIP, the plan will be the primary payer for those items and
services covered by Medicare. (Note that Medicare covers hospitalization, post-hospital nursing home
care, home health services.) This means that the plan will pay the covered claims and those of the
member’s Medicare-eligible spouse first, up to the limits contained in the plan, and Medicare may pay all
or a portion of the unpaid balance of the claims, if any, subject to Medicare limitations. If the member’s
spouse is not eligible for Medicare, the plan will be the sole source of payment for the spouse’s claims.

Since PEEHIP also covers items and services not covered by Medicare, PEEHIP will be the sole source of
payment of medical claims for these services.

Because of the cost of Medicare Part B, a member age 65 or older may decide to defer enrolling for Part B
until he or she actually reaches retirement, at which point Medicare will become the primary payer and
the member will need to enroll in Medicare Part B effective the date of retirement. However, a member
and his or her Medicare-eligible spouse can enroll in Medicare Part B only during certain times allowed
by Medicare. Medicare-eligible members should enroll in Part A and Part B no later than the date of
retirement of the policyholder.

The Social Security Administration handles Medicare enrollments. Therefore, if you have questions
about when to enroll in Medicare Part B, you should contact the Social Security Administration at
800.772.1213. A Medicare-eligible retiree and/or spouse must have both Medicare Part A and Part B to
have adequate coverage with PEEHIP. If you do not have Part B, PEEHIP will only pay 20% of the
Medicare allowable fee (subject to a $30 copay on office visits, emergency room visits and outpatient
consultations) as if you had Part B.

If you continue to be actively employed when you are age 65 or older and are insured on a PEEHIP active
contract, you and your spouse will continue to be covered for the same benefits available to employees
under age 65. In this case, your PEEHIP plan will pay all eligible expenses first. If you are enrolled in
Medicare, Medicare will pay for Medicare-eligible expenses, if any, not paid by the group benefits plan.

If both you and your spouse are over age 65, you may elect to withdraw completely from the PEEHIP plan
and purchase a Medicare Supplement contract. This means that you will have no benefits under the



PEEHIP plan. In addition, the employer is prohibited by law from purchasing your Medicare
Supplement contract for you or reimbursing you for any portion of the cost of the contract.

Disabled Individuals: 1f you or your spouse is eligible for Medicare due to disability and also covered
under the plan by virtue of your current employment status with the employer, the plan will be primary
and Medicare will be secondary.

End-Stage Renal Disease: 1f you are eligible for Medicare as a result of End-Stage Renal Disease
(permanent kidney failure), the plan will generally be primary and Medicare will be secondary for the
first 30 months of your Medicare eligibility. Thereafter, Medicare will be primary and the plan will be
secondary.

If you have any questions about coordination of your coverage with Medicare, please contact PEEHIP for
further information.

PEEHIP members who retired on disability after September 30, 2005, but are also eligible for service
retirement are subject to the Sliding Scale for PEEHIP premiums.

Medicare rules require a Medicare-eligible, active PEEHIP member who is covered on their spouse’s
PEEHIP retired contract to have Medicare as the primary payer on the active PEEHIP member. The
active, Medicare-eligible member will need Medicare Part A and Part B coverage.

If the active member does not want Medicare as his or her primary payer and does not want to enroll in
Medicare Part B until retirement, he or she will have to enroll in a PEEHIP active contract and will not
be able to combine allocations with the retired PEEHIP-eligible spouse. Most of the time, in this
situation, active members must wait and enroll in their own PEEHIP medical policy during the Open
Enrollment period or their spouse’s date of retirement. When the active Medicare-eligible member
retires, he or she will need to enroll in Medicare Part B. The effective date of Medicare Part B needs to be
the date of retirement to avoid a lapse in coverage.

Retired employees are not affected by the TEFRA amendment to the Age Discrimination in Employment
Act; therefore, upon retirement and Medicare eligibility the member’s coverage under PEEHIP will
complement his or her Medicare coverage. Medicare will be the primary payer and PEEHIP will be the
secondary payer for retirees and dependents eligible for Medicare. Medicare approved admissions will
not be subject to the Preadmission Certification requirements.

PEEHIP remains primary for retirees until the retiree is Medicare-eligible. A Medicare-eligible retiree
and/or spouse must have both Medicare Part A and Part B to have adequate coverage with PEEHIP. Most
Medicare-eligible retirees and dependents should not enroll in the Medicare Part D program.

After Medicare pays 80% of the approved amount after the Part B deductible, PEEHIP will pay the
remainder of the Medicare approved amount without a Major Medical deductible (subject to a $30 copay
on office visits, emergency room visits and outpatient consultations) on PEEHIP approved services. In
rare situations some services are covered by Medicare and are not by PEEHIP. In the rare situation that a
service is not covered by Medicare but is covered by PEEHIP, PEEHIP will be primary and all PEEHIP
deductible and copayment amounts will apply as will all PEEHIP precertification requirements.
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