Open Enrollment 2008 — Questions & Answers

What is Open Enrollment?

It's the one opportunity during the year to change medical plans for all who are eligible to participate in the
Diocesan medical plan.

When is Open Enrollment?

It will start on November 18, 2007 and will end on December 10, 2007. You must have all your changes in by
December 14, 2007.

Are there any changes this year?

Each year we carefully analyze our program to determine the best approach for the coming year. Our goal is
to provide you and your family with a comprehensive benefit program at a reasonable cost. The Diocese is
faced with the challenge of how to maintain affordable healthcare that aligns with business realities. We will
continue to offer Blue Shield HMO and PPO medical plans and Kaiser Permanente HMO and Senior
Advantage for the 2008 plan year. There are some mandatory plan changes that were made to both the Blue
Shield Access HMO, Blue Shield Spectrum PPO, and Kaiser HMO plans. They are described in detail on the
next page.

What if | don’t want to change?

If you are a Kaiser or Blue Shield member and do not want to change, no action is required on your part. We
will keep your current plan.

How can I learn more about my choices?

For more information or to get a packet of information about the plan in which you are interested, please
contact your Parish, Institution, or School Administration Office.

So, what are my options?
You may choose from:

Keep the plan you now have. If you are currently enrolled in a Blue Shield or Kaiser plan, you do not
need to do anything and your coverage will remain with your current carrier.

Switch from one medical plan to another. If you want to enroll in a new medical plan you must enroll by
December 14, 2007 to have coverage on January 1st.

Please note: You will receive new ID cards only if you enroll in a different plan. New ID cards should arrive in
early January.

To get more information about plans, see your local administrator at your parish, institution or school
Administration Office to review the full packet of information and forms. Please visit the Diocese of
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Are there any changes in the plans for 2008?

Blue Shield — Access HMO Plan
Blue Shield’s prescription drug plan for the Diocese of California is on average equivalent to or better
than the standard benefit set by the federal government for Medicare Part D (also called “credible”
coverage). Since this plan’s prescription drug coverage is credible, you do not have to enroll in Medicare
part D while you maintain this coverage; however, you should be aware that if you have a subsequent
break in this coverage of 63 days or more before enrolling in Medicare Part D, you could be subject to
payment of higher Medicare Part D premiums.
Custom-made rigid inserts for shoes are covered when they are medically necessary and when a trial of
strapping or an over-the-counter device has not resulted in improvement.

The DME copayment and payment maximum will not be changing for 2008; however, there will be a
separate benefit for prosthetics and orthotics which matches the plan copayment.

HMO members, who need urgent care within California, but outside the service area of their Personal
Physician’s IPA or medical group, should phone member services or check Find a Provider at
mylifepath.com for the nearest network urgent care provider.

HMO members are not permitted to change their medical group/IPA during the third trimester of
pregnancy or while hospitalized. If a member requests such a change, the effective date will be the first
day of the month following discharge from the hospital or, when pregnant, following the completion of
post-partum care. Exceptions must be approved by a Blue Shield Medical Director.

For mental health and substance abuse benefits, partial hospitalization is now covered through the
outpatient hospital benefit rather than the inpatient hospital benefit.

Blue Shield PPO — Spectrum PPO Plan 500B
Blue Shield’s prescription drug plan for the Diocese of California is on average equivalent to or better
than the standard benefit set by the federal government for Medicare Part D (also called “credible”
coverage). Since this plan’s prescription drug coverage is credible, you do not have to enroll in Medicare
part D while you maintain this coverage; however, you should be aware that if you have a subsequent
break in this coverage of 63 days or more before enrolling in Medicare Part D, you could be subject to
payment of higher Medicare Part D premiums.
Custom-made rigid inserts for shoes are covered when they are medically necessary and when a trial of
strapping or an over-the-counter device has not resulted in improvement.

There is now a bariatric surgery network in these Southern California counties: Kern, Santa Barbara,
Ventura, Los Angeles, San Bernardino, Orange, Riverside, San Diego, and Imperial. For members in
these counties, bariatric surgery services are only covered when received from bariatric network
providers. Prior authorization is required for bariatric services.

For mental health and substance abuse benefits, partial hospitalization is now covered through the
outpatient hospital benefit rather than the inpatient hospital benefit.

The categorization of the Certified Nurse Anesthetists (CRNA) has been changed to participating and
non-participating. Member benefits will be paid based upon the CRNA'’s provider status.

For mental health and substance abuse benefits, partial hospitalization is now covered through the
outpatient hospital benefit rather than the inpatient hospital benefit.

Kaiser Permanente HMO
The following durable medical equipment dispensed at a plan facility or pharmacy to members that live
outside of Kaiser’s service area will now be covered:

— standard curved-handle cane;

— standard crutches;

— for diabetes testing, blood glucose monitors and their supplies such as blood glucose monitor test
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Kaiser Permanente HMO (Continued)

strips, lancets, and lancet devices;

— insulin pumps and supplies to operate the pump (but not insulin or any other drugs) after training on
the use of the pump is completed;

— for treating pediatric asthma, nebulizers and their supplies;

— peak flow meters.

Quad canes, forearm crutches and dry pressure pads under the base durable medical equipment benefit

will be covered statewide.

In response to a recent state law (AB2012), covered prosthetic and orthotic devices will be provided at no

charge for:

— all Non-Medicare members effective July 1, 2007;

— members with Medicare (except those enrolled in Kaiser Permanente Senior Advantage) as
contracts renew effective January 1, 2008.

Retinal screenings will be covered at no charge for all members.

Are domestic partners covered on our health program ?

Yes! To enroll a domestic partner please submit a completed Domestic Partner Certification with the elected
insurance enrollment form. If you have questions, please call Diocesan House at 415- 869-7805 or email
sarahc@diocal.org.

Church Life — Basic Life and AD&D
Church Life is new to the Diocese of California for 2008 and replaces our old carrier.
Basic Diocesan paid benefit for life and AD&D remains the same at $50,000.
However, you will now be able to buy additional life insurance through payroll deductions if you wish.
Please see the enclosed materials from Church Life for more information on this new plan feature.

Diocese’s Long Term Care program is open to all Diocese clergy and employees and their
families. This plan provides benefits should you suffer an incapacitating illness.

The benefits include nursing home care as well as home care. You can also buy this coverage
for your immediate family — including your parents. Call Diocesan House at 415-869-7805 or e-
mail sarahc@diocal.org for more information about this valuable program.

There are no changes to the plan for 2008.
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What is a flexible spending account?

You can contribute to two Flexible Spending Accounts: healthcare (FSA) and dependent care (DCAP). Flexible
spending accounts allow you to set aside before-tax dollars from each paycheck to pay for eligible health care
and dependent care. The spending accounts help you save federal income taxes, Social Security (FICA) and
most state income taxes. Your taxable income is reduced by the amount you set aside for these accounts.

Expenses for domestic partners are not eligible under a FSA or DCAP plan under the IRC, unless the
domestic partner (or the domestic partner's child) is a tax qualified dependent under the IRC.

The Health Care Spending Account pays for out-of-pocket health care expenses for you and your eligible
family members. Eligible family members include any person you claim as a dependent for income tax
purposes, even if that person is not covered under any Diocese plan. Eligible health care expenses include:

Deductibles, co-payments and amounts you pay out of your own pocket for eligible health care expenses

Medical, dental, vision and prescription drug expenses that are not covered or are only partially covered
by your health care plan, such as annual physicals, extra eyeglasses, immunizations and orthodontia
expenses

Many over-the-counter drugs available without a prescription such as allergy or flu medicine.

The Dependent Care Spending Account allows you to use before-tax dollars to pay for eligible dependent
care expenses, such as day care for your child or care for an older family member. You are eligible to
participate in the Dependent Care Spending Account if you pay for day care so you can work. If you are
married, your spouse must also be working, looking for work, a full-time student, or physically or mentally
disabled. Eligible expenses for the Dependent Care Account include:

Care at a qualified day care center that meets local laws, gives care for more than six people and is paid
for its services

Nursery school expenses associated with providing care while you work
The part of payment to a private school or other provider that is for care beyond educational
requirements—for example, before and after school care

Who can participate?

Anyone who is on the Payroll System of the Diocese of California.

How does it work?

You anticipate what your unreimbursed healthcare and/or dependent care expenses will be for 2008, such as
health plan copays, deductibles, vision care or day care. You elect to have this amount deducted from your
pay B E FO R E taxes are calculated.

What about my payroll contribution deductions?

You may also pay any contributions you make for your healthcare coverage on a tax-free basis through pre-
tax payroll deductions.

Important Note

These are two separate accounts: the Health FSA can be used only for unreimbursed health care expenses;
the Dependent Care Spending Account can only be used for unreimbursed dependent care expenses. They
are not interchangeable. Plan wisely, as monies set aside but not used during the plan year will be forfeited.
How do | get more information?

Call the Diocesan House at 415-869-7805 or e-mail sarahc@diocal.org.
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