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FOREWORD

Group health insurance provides protection from the financial burden of
health care for the teacher and his family. More public school systems are
accepting the responsibility of providing and paying part of the cost of
group health insurance, which may be an incentive in attracting and retaining
the finest personnel. The needs and desires of school personnel, combined
with a competitive premium rate, should be the basic considerations in the
selection and maintenance of a group health insurance plan. These two fac-
tors will tend to stimulate full participation and acceptarnce of the group
health insurance plan by all members of the group to be served.

This report is designed to simplify and explain the major complexities
and considerations in developing group health insurance coverage. The ap-
proach is based on actual experience in public school systems and insurance
organizations in providing hospital, medical, and surgical protection. The
appeal is to public-school insurance administratoirs and local education asso-
ciation committees for a proper understanding and knowledge of group health
insurance to protect adequately both the school system and the teacher.

This study has been tabulated and reported under the direction of Jack
H. Kleinmann, Assistant Director, and Donald P. Walker, Research Assistant.
The staff of the Statistics Section and Typing Production Unit were of in-
valuable assistance in gathering and producing the digest of group health
insurance plans.

The Division is most grateful to the many central-office personnel and
insurance officials who supplied the flyers, brochures, and policies, and
who later checked the accuracy of the reported digests.

HAZEL DAVIS
Director, Research Division




I. INTRODUCTION

In 1964, 79 percent of the civilian popula- A group health insurance tabulation résumé
tion had some protection against hospital care was prepared to gather information on specific
costs; 75 percent had some surgical expense health care coverage. Information recorded on
protection; and 57 percent were protected to the resumes included specific coverage for hos-
some extent against the cost of in-hospital pitalization, medical, surgical, and major med-
medical visits, according to_the Health Insur- ical insurance, all of which was taken from the
ance Association of America.=/ A survey con- ggoup,health insurance brochures. Separate
ducted by the NEA Research Division during the resumes were used for those school systems
1964-65 school year shows that a majority of which cooperated in more than one group health
school systems cooperate in providing these
group Lealth insurance benefits for their
staffs.2/ This report, which contains descrip-
tions of group health insurance plans, is one

of two reports based on the original, compre-

L . 4"
hensive study. The other report will contain TABLE 1.--ANALYSIS OF RﬁSUMES RETURNED,

detailed information on group life insurance 1964-65
provisions.
Number
! of us-
Scope of the Report Number able re-

of sys- Number plies as

Total tems of sys- percent

Enrollment number cooper- tems of sys-
stratifi- of op- ating report- tems co-

This report, in addition to the introduc-
tion, contains five parts:

II. Overview of Group Health Insurance

1/ Reed, Louis S. "Private Health Insurance in the United States:

1t§-Bu11etin 28: 3-21, 48; December 1965.

g/ National Education Association, Research Division.

Coverage for Public-School Personnel, 1964-65.
Association, March 1966. p. 7.

cation erating in pro- ed (us- operat-
tems, viding able ing in
I1I1. Considerations in Developing Group 5ys P - -
Health Insurance Specifications 1964-65 health re provid
insur- plies) ing
IV. Representative Examples of Group ance ?ealt?
Health Insurance Plans nsur
ance
V. Digests of Group Insurance Plans for 1 2 3 4 3
Public-School Personnel, 1964-65, Stratum l--
Maximum Allowances and Benefits 100,000 or |
VI. Selected References on Group Health MOLE eeccene e 21 21 19 90.5%
Insurance Stratum 2--
50,000-99,999. 48 45 35 77.8
Tabulauon Résumé Stratum 3--
25,000-49,999. 73 57 56 98.2
The questionnaire on school system group Total
insurance cooperation for 1964-65 contained a >
request for printed material or brochures de- Strata 1-3 . 142 123 110 89.47
~ seribing the various insurance plans in effect. Selected sys-
A wide variety of plans and printed material tems--below
on group health insurance was remitted by the 25,000 enroll-
respondents. ' ment ....ccc.. 72 72 .

Research Report 1966-R4.

An Overview."

Social Secur=~

Employer Cooperation in Grouup Insurance
Washington, D. C.: the




TABLE 2.--EXTENT OF EMPLOYER COOPERATION
BY TYPE OF GROUP HEALTH INSURANCE
COVERAGE, 1964-65

Medical
surgical
Num- Per- Num- Per- Num- Per-

ber cent ber cent ber cent
1 2 3 4 S 6 7

Hospitali-
zation

Major
medical

Enrollment
strati fi-
cation

Stratum 1--
100,000 or

more (total
respond-

ents--21) .... 20 95.2% 20 95.2% 16 76.2%

Stratum 2--
50,000-99,999.
(total re- .
spondents--48) 44 68.8

91.7 42 87.5 33

Stratum 3--
25,000-49,999
(total re-
spondents--65) 54 66.2

83.1 53 81.5 43

Stratum 4--
12,090-24,999
(total re-

spondents--256) 214 83.6 208 81.3 154 60.2

Total,

Strata l-4
(total re-
spondents--

390) ....... 332 85.17% 323 82.87 246 63.1%
Selected sub-
urban systems--
enrollment be-

low 12,000 (to-
tal respond-
ents--193) ... 179 92.7. 174

90.1% 133 68.9%

insurance plan. Some group health plans of-
fered varying levels of coverage under the same
basic plan, graded according to amount or op-
tion desired, annual income, or age; these were
recorded at the highest option level, $6,700
annual income and age 40, respectively.

Résumés were then returned to the school sys-
tems for any additions, corrections, or dele-
tions, and, also, to furnish certain information
not available from the brochures. Since there
was a time lapse between the or;ginal request
and the completion of the resumes, schogl sys-
tems were reminded not to update the resumes
but to make necessary changes that were in ef-
fect for the 1964-65 school year.,

2/ Ibid. Y p- 5'-

Analysis of Résumés Returned

Teble'l furnishes information on'the'number
of resumes sent and the number of resumes re-
turned. All operating school systems cooperat-
ing in group health insurance programs in Stra-
ta 1-3 (pup%l eprollment of 25,000 or more)
were sent resumes, as were 72 selected urban
and suburban systems with enrollments below
25,000. The 72 systems were selected as repre-
sentatives in terms of size, geographical loca-
tion, and variation in health insurance cover-
age.

Summary of School Employer Cooperation
in Group Health Insurance

Group health insurance provides seme measure
of protection from the financial burdens of
health care. Basically, health care may be
broken down into three categories: hospital
care, medical treatment, and surgical proce-
dures. For each of these categories, many
kinds of forms and coverage are available
through insurance companies, nonprofit health
service organizations, and group-practice asso-
ciations.

Some health insurance plans distinguish
between "basic'" health insurance coverage and
major medical insurance coverage. In those
instances, basic health insurance coverage is
generally limited to shcrt-term health care,
after which supplementary major medical cover-
age provides for the prolonged, expensive in-
jury or illness. Recent developments in health
insurance hzave led to the provision of compre-
hensive major medical insurance plans, which
replace basic health insurance plans. Also,
the trend is to extend basic health insurance
coverage to provide up to two years of hospital
care and greater allowances for medical-surg-
ical procedures.

There are two basic advantages in partici-
pating in group health insurance coverage:
(a) minimum cost in relation to coverage, and
(b) coverage for individuals who otherwise would
be considered "poor risks."

The summary Tables 2, 3, and 4 on school sys-
tem cooperation in providing group health insur-
ance were computed from the questionnaire for
Employer Cooperation in Group Insurance Cover-
age for Public-School Personnel, 19564-65. All
operating school systems in Strata 1-4 {pupil
enrollment of 12,000 or more) were sent ques-
tionnaires, as were 203 selected suburban sys-
tems with enrollments below 12,000. Usable re-
plies totaled 88.0 percent of the Strata l-4
systems and 95.1 percent of the suburban
systems.3




TABLE 3.--PERCENT OF SCHOOL SYSTEMS WHICH COOPERATE, BY COMBINATIONS
OF GROUP HEALTH INSURANCE PROVIDED, 196:-65

Number of Hospitaliza- Hospitaliza- Total--
systems tion, medical- tion, medical- some type
Enrollment stratification reporting surgical, surgical (only) Other of health
major medical insurance
1 2 3 __ 4 5 6
Stratum 1--100,000 or more «cccce. 21 71.47% 23.8% 4.8% 100.0%
Stratum 2--50,000-99,999 ......... 48 64.6 22.9 6.3 93.8
Stratum 3--25,000-49,999 ......... 65 58.5 21.5 7.7 87.7 |
Stratum 4--12,000-24,999 ......... 256 53.9 26.6 7.0 87.1
Total, Strata l-4 ..ccecevcsacss 390 56.9% 25.1% 6.9% 88.7% :
|
Selected suburban systems--below
12,000 enrollment .ccececececsccss 193 65.8% 24 .47 4.1% 94.3%

TABLE 4.--SCHOOL SYSTEMS WHICH PAY ALL OR PART OF
GROUP HEALTH INSURANCE COST, 1964-65

Total systems reporting 12,000 Selected suburban systems, less
and over in enrollment than 12,000 in enrollment
Type of insurance Cooperate Pay all or part Cooperate Pay all or part
Number Percent  Number Percent Number Percent  Number Percent
o 1 2 3 4 5 6 7 8 9
Hospitalization ...cccec.e. 332 85.1% 131 33.6% 179 92.7% 77 39.9%
Medical-surgical ...c.ceccee 323 82.8 128 32.8 174 90.1 74 38.3
Supplemental or comprehen-
sive major medical ........ 246 63.1 115 29.5 133 68.9 86 44 .6
E Total school systems
' reporting cececcsccccncccees 390 100.0% 390 100.0% 193 100.0% 193 100.0%




School systems may cooperate in one or more
ways: by sponsoring, making payroll deductions,
or paying all or part of the premium cost of
group health insurance. Table 2 shows that of
the different types of group health insurance,
school systems cooperate in providing hospitali~
zation most frequently, but medical-surgical
is very close behind. Far fewer school systems
cooperate in providing major medical insurance.
This is to be expected, since major medical
coverage is a relatively recent development in
health insurance.

Table 3 shows that 88.7 percent of the Stra-
ta 1-4 systems and 94.3 percent of the subur-
ban systems cooperate in providing one or more
types of group health insurance--hospitaliza=-
tion, medical-surgical, or major medical. Over
half of the Strata l-4 systems and 65.8 percent
of the suburban systems make available all
three types of group health insurance. In ad-
dition, approximately one-fourth of the Stra-
ta 1-4 and the suburban systems have available
basic health insurance coverage consisting of
hospitalization and medical-surgical insurance.

Table 4 shows that about a third of Stra-
ta 1-4 systems pay all or part of the cost of
insurance coverage; the percentage of selected
suburban systems which participate in financing
group health coverage is somewhat higher for
each type of insurance listed.

Competitive Position of School Systems

A survcy of approximately 690 reporting
companies conducted in 1963 by the U.S. Bureau
of Labor Statistics revealed that 97 percent
of all industries cooperate in providing

&/ U.S. Department of Labor, Bureau of Labor Statistics.
Washington, D.C.:

Bulletin No. 1470.
Tables 6 and 9, p. 24 and 27.

duction Workers, 1963.
1965.

5/ Allen, Clifford H.

School Insurance Administration.

hospitalization, surgical, and medical plans,
and sickness and accident insurance for their
white-coliar employees (clerical, technical,
professional, administrative, and executive po-
sitions). Included in the survey were 289 firms
with 250 to 999 employees, and 401 firms with
1,000 or more employees. Of these companies,

74 percent indicated that they paid all or part
of the expenditures for these }nsurance plans;
30 perc:nt paid all the cos .&

While the percentage of school employers pay-
ing part or all of the premium for employee
health insurance has increased somewhat in the
past decade, the extent of employer cooperation
is by no means as great as is found in privace
and governmental employment. According to
Allen:

Although the major benefit from a hospital
medical plan accrues to the employee, there
are specific advantages to the school dis-
trict. Through better means of preventive
health care or early and adequate treatment
when illness occurs, employees lose less
time due to sickness. This is of particular
importance, considering the present high
costs for illness-leave payments and the ex-
pense of employing substitutes, especially
in the teaching services. An adequate plan
of hospital-medical coverage tends to im-
prove morale, particularly if the district
sponsors the program and contributes toward
the cost. An adequate hospital-medical
program is an effective tool in meeting com-
petition in a tight labor market. In the
ecruitment and holding of good personnel,

a broad and well-administered hospital-med-
ical plan is of much greater effect than

a similar amount 07 expenditure added to

the salary scale.2

Supplementary Compensation for Nonpro-
Government Printing Office, December

New York: Macmillan Co., 1965. p. 104.




II. OVEFVIEW OF GROUP HEALTH
INSURANCE

National health expenditures stood at $36.8
billion in 1964, 5.8 percent of the Gross Na-
tional Product, Almost 68 percent ($24.6 bil-
lion) of all health expenditures were made by
private consumers or health insurance organi-
zations on their behalf. One-third of the to-
tal consumer expenditures for personal health
care, $7.8 billion, was met by healta iusur-
ance and the balance, $15.9 billion, represent-
ed direct out-of-pocket payments for care.l

Group Health Insurance Coverage

Hospital care expenditures constituted the
largest single item of national health expendi-
tures and in 1964 accounted for almost 35 per-
cent ($12.7 billion) of the total. Expendi-

+ tures for the services of physicians in private
practice, the next largest component of health
expenditures, amounted to $7.3 billion (20 per-
cent) . Health insurance coverage provides the
protection which more readily enables indivi-
duals to meet rising costs in these two major
health expenditure areas.

Patterns of Group Health Insurance

Private health insurance organizations pro-
vide group health insurance protection for
their members in two basic patterns: reimburse-
ment and service.

The common feature of reimbursement, c¢: in-
demnity, health insurance is the application
of maximum amounts. Generally, maximum amounts
are applied in two ways:

1. Scheduled maximum amounts for specific
items or procedures

2. Over-all maximum amounts limited to a
specific illness, number of years, or
some other form of time measurement.

The reimbursement payments may be made to
the insured individua: for health expense in-

T/Reed, Louis 3., and Hanft, Ruth S.
Bulletin 29: 3-19; January 1966. p. 3 and 6.

curred, or assigned directly to the hospital or
physician for bhenefits provided.

Service plans provided the insured with spe-
cific scheduled or nonscheduled benfits or
health care offered through service plans is
provided either by prearranged agreements with
participating hospitals and physicians (Blue
Cross-Blue Shield) or through group practice
medical facilities and staff physicians.

Various combinations of reimbursement and
service insurance patterns have been developed
to provide a wide variety of coverage.

Group Health Insurance Organizations

Group health insurance organizations have
been grouped into three different types: in-
surance companies, nonprofit health service or-
ganizations (Blue Cross-Blue Shield), and group-
practice associations, Some individuals may be
enrolled in more than one of the three types of
organizations, Of the total enrollment in in-
surance organizations at the end of 1964, ap-
proximately 60 percent of the persons were cov-
ered by insurance companies, 36 percent by Blue
Cross-Blue Shield, and 4 percent in group-prac-
tice associations.2

Insurance Companies

The group health insurance policy is contract-
ed between the insurance company and the mem-
Yer's organization. The policy will specify
the amount of reimbursement and conditions for
which. payment will be made under the group cov-
erage. The insurance company will reimburse
the insured individual directly for approved
claims, or, if preferred, the individual may as-
sign payment to the hospital and doctor. Mem-
bers covered under the group health insurance
carrier's policy can usually recieve medical
treatment in any accredited hospital or by any
licensed doctor. Insurance carrier's policies
generally follow the indemnity pattern in in-
surance coverage. Over 1,000 insurance com-
panies wrote group insurance policies in 1963.

"National Health Expenditures, 1950-64." Social Security

2/Reed, Louis S. "Private Health Insurance in the United States: An Overview.'" Social Security

Bulletin 28: 3-21, 48; December 1965. p. 10.
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Nonprofit Health Service Organizations

Blue Cross and Blue Shield are by far the
largest nonprofit health service organizations.
At present, there are 76 Blue Cross associa-
tions and 74 Blue Shield associations in the
United States. Generally, these associations
are independent, locally governed, nonprofit
corporations serving the general geographical
area in which they are situated.

Although most associations are independent
and sometimes in competition with each other,
they are coordinated by their respective na-
tional associations. The national associations
coordinate interplan arrangements for transfer
of membership, without loss of status, for a
member who moves or receives service benefits
in another association's area.

Blue Cross and Blue Shield offer numerous
individual or group plans through participating
member hospitals and doctors. Almost all of
the accredited hospitals and licensed physi-
cians in a covered area are participants and
under contract with the Blue Cross or Blue
Shield association.

The group plan usually requires a certain
percentage of enrollment. Plans vary accord-
ing to types of services and benefits, amounts
and schedules of altowances and specified pro-
cedures and treatment. These service plans
may also incorporate an indemnity type feature,
whereby the plan pays only a specific amount
and the member is responsible for additional
charges. This feature is usually based on an-
nual income; within specified annual income
levels, the physicians agree to accept the
schedule of allowances as payment in full.

Group Practice Associations

Group-practice plans are established on a
cooperative prepaid basis. The larger plans
generally provide, in addition to needed hos-
pital, medical, and surgical care, diagnostic
and preventive care in their own clini:s or
hospitals with salaried medical staffs; other
plans provide their own medical care and con-
tract out for hospital care. Even though
health coverage is much broader under group-
practice plans, the physical facilities and
staff members are the limiting factors. In
cases of emergency, some plans provide minimum
coverage outside the service area until the
patient can be moved to their own facilities.
Another feature in some plans is a slight
charge for certain services, such as doctor's
office and home calls and full maternity bene-
fits. Group-practice plans have been organized
by community-consumer groups, employer-employee
groups, and private medical societies, They
are presently available only in the large pop-
ulation centers. The major group-practice

plans are the four Kaiser Health Plans (in
Northern California, Southern California, Ore-
gon, and Hawaii); Group Health Association of
Puget Sound; Health Insurance Plan of Greater
New York; Group Health Association of Washing-
ton, D.C.; and Community Health Association of
Detroit.

Eligibility and Enrollment Practices

1

|

%
Some state statutes govern the minimum number

of individuals who must participate in group |

insurance before a policy may be issued. Also,

many insurance organizations require a certain

percentage of eligible employees to maintain

enrollment under a group policy, along with

other standards which must be met before an in-

dividual niay be eligible for group enrollment. |

Within these limitations, it is usually the

purchasing organization which determines the

employees who will be offered the opportunity

to participate in the group plan.

Eligibility and enrollment procedures are
very closely allied. The initial enrollment
period is usually immediately or within 30 days
of employment for eligible employees. If an |
employee waives his initial enrollment opportu-
nity, he may have to wait from three months to
a year and provide evidence of "good health"
to obtain group coverage.

Continuous Health Insurance Coverage

Membership in the group health insurance
plan usually terminates when the individual
terminates his employment. However, if the
group plan contains conversion privileges, the
individual may maintain continuous health in-
surance coverage. A conversion privilege clause
permits the individual to change to an individ-
ual contract upon termination of employment.
Some group plans make special provisions which
allow retired employees and their dependents
to remain members in the group plan. Applica-
tion for the individual policy must be made
within a specific time period, and rates are
adjusted according to age, dependents, health,
and choice of plan.

Special attention on the part of many inter-
ests has been given to provide health protection
for elderly persons. The most significant de-
velopment was the Social Security Amendments of
1965 which provide for "medicare." Beginning
July 1, 1966, all eligible persons 65 and over
who have enrolled will receive hospital insur-
ance protection. In addition, voluntary medi-
cal insurance is provided at a low premium ($3
monthly) with the federal government matching




this amount. Groups developing health insur-
ance programs should be aware of these services
currently available to retired individuals.

Hospitalization is provided for up to 90
days in a "spell of illness." After a $40 de-
ductible, the first 60 days of hospital expense
is covered in full; thereafter, 30 of such care
is provided except for $10 daily which must be
paid by the patient. The medical insurance

11

program pays 80 percent of the reasonable
charges for covered expense, except for the
first $50 in a calendar year.

Some items and services not covered by
either plan are routine physical checkups, eye-
glasses, hearing aids, private duty nursing,
custodial care, and personal services. Drugs
are covered only in the hospital or if adminis-
tered by a physician.
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III. CONSIDERATIONS IN DEVELOPING GROUP

HEALTH INSURANCE SPECIFICATIONS

Specifications should be clear, concise, and
as comprehensive as possible. Allowable limita-
tions and restrictions should be completely cov-
ered along with the areas of protection desired.
When specifications are complete and reflect
fully the coverage desired by the group, little
or no deviation should be permitted while re-
ceiving bids or during negotiations, without
a full explanation by the prospective company.
The reason for this caution is that changes in
specifications make it exceedingly difficult
to evaluate the different types of protection
offered by various companies.

While under present health plan arrangements,
amounts and types of benefits vary considerably,
there are specific provisions that can be com=-
pared for both reimbursement and service plans.
A preliminary investigation is necessary to
determine the most desirable type of group
health coverage available (see Section 1IV).

Actual benefits should be compared rather
than maximum amounts, along with specified ex-
clusions and restrictions. The ultimate deter-
mination will depend on the group's desired
coverage consistent with a competitive premium
level.

One important question to be considered is
that of dependent coverage--how much and for
whom? Most group plans provide the same health
coverage for dependents as for employees.
Children are usually covered from birth or
from 14 days after birth. Recent trends have
been to expand the upper age limit from 19 to
23, so long as the child is single and going
to school. The immediate family unit is still
the most common guideline in considering who
is a dependent.

Hospital Insurance

The group health insurance organization
determines the hospital or other medical
facilities that the member may use, e.g., any
accredited hospital, member accredited hos-
pital, nursing home, and clinic. Following are
factors (and comments) which should be consid-
ered in developing specifications for hospital
insurance:

l. Conditions or causes excluded from hospital
admission coverage. (See general exclu-
sions, page 1l4.

2.

4.

S.

6.

7.

9.

10.

11,

Minimum confinement before hospital coverage
goes into effect. Generally, the minimum
confinement is not more than 18 hours before
coverage commences.

Scope of daily benefits and service. Most
often room and meals, general nursing care,
and special diets are included.

Maximum allowance for hospital room. Allow-
ances are generally provided on an "up to"
basis. This means that the patient will be
reimbursed for charges up to the allowance
shown in the digest.

Type of accommodation. Accommodations vary
from private to ward; these should be de-
fined in the policy according to bed capac=-
ity.

Flexibility of daily allowance or accommoda-
tions. If the physician prescribes better
accommodations for the patient than covered
under the plan, is tha cost of daily cover=
age applied toward these better accommoda-
tions.

Maximum number of days allosed for each hos=-
pital confinement. Consec.:ive days of cov-
erage for each confinement are usually not
less than 21 days, and may be as high as two
years.

Waiting period before maximum benefits may
be renewed. Some maximum hospital confine-

ment benefits are available once each con-

tract term. Others are renewable after an
appropriate out-of-hospital waiting period
of 30 to 90 days.

Other hospital services, including cash al-
lowances or services provided in addition

to daily benefits. Services vary consider=-
ably from full coverage, maximum amounts,

and specific lists of items covered for

each hospital confinement (e.g., drugs,
supplies and medications, laboratory examinae-
tions, and the use of operating room).

Emergency outpatient care in case of acci-
dent. Treatment must usually be obtained
within a specific number of hours after the
accident occurs.

Diagnostic treatment or examination. Gen-
erally applicable after the illness has
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been determined, except under group=-prace-
tice plans which provide full diagnostic
coverage.

12. Maternity and newborn child care. If pro-
vided, consider carefully as these are
usually handled separately from other hos-
pital confinements, and usually are not pro-
vided under individual coverage.

Medical Insurance

Medical insurance covers medical treatment
by a physician in the hospital for surgical or
nonsurgical confinement, in the doctor's of-
fice, or at the patient's home. Medical care
is most often provided in the hospital for non-
surgical conditions. Additionally, if coverage
is available in all three situations, allowances
are usually much greater for in<hospital treat-
ment. When home and office calls are covered,
they are generally limited to the employee,
with some plans charging a minimum fee for
service. Following are factors (and comments)
which should be considered in developing speci-
fications for medical insurance:

1. Number of days or visits allowed for each
place. Visits are usually limited to one
per day. The number of days allowed for
in-hospital medical treatment may differ
from the hospital confinement period.

2., Allowance for each day or visit, and maximum
amount allowed for each location. Allow-~
ances are usually more liberal for in-hospie

tal medical care than for care provided in.
the home or doctor's office.

3. Waiting period before medical coverage goes
Into effect., May vary for illnesses not re-
quiring hospitalization as opposed to those
requiring hospital admission.

4, Waiting period before maximum benefits may
be renewed. May not be the same as pro-
vided under hospital insurance.

5., Maternity and child care. Prenatal and
postnatal care is usually not provided
except under group practice plans.

6. Consulting physicians and specialists as
needed. Allowances vary considerably but
generally must be requested by another
physician.

7. Diagnostic treatment and examination. Gen-
erally applicable after the illness has
been determined except under group-prac-
tice plans which provide full coverage.

8. Preventive care and medical check-up. Not
provided except under group practice plans.

9. Psychiatric treatment of mental or nervous

disorders. Generally not covered except
under major medical provisions.
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Surgical Insurance

Whether surgical procedures are scheduled or
nonscheduled, amounts are usually provided for
under a "reasonable" charge clause in the policy.
The "reasonable" charge is a charge not out of
line with charges -for the same or similar type
surgical procedures in the general area. Al-
though the following factors are considerations
for a scheduled listing of surgical operationms,
they may also be the basis for the ''reasonable"
charge allowance:

1. Amount and types of surgical operations
listed. Some provision should be made for
nonscheduled operations and minor surgery
not requiring hospitalization.

2. Maximum allowance for a single operation.
The higher the maximum, the less restric-
tion on unexpected, complex procedures.
Single operation maximums range from $200
to over $1,000.

3. Multiple surgical procedures. Allowances
for multiple procedures depend on their
relationship to the original operation.
Generally, the highest amount is allowed,
with various arrangements for the other
procedures.

4. Coverage for anesthesia and anestheist.
Coverage is provided in various ways: by
the number of hours of service required, as
a percentage of operation cost, separate
amounts for each operation, or as part of
the total surgical procedure allowance.

5. Obstetrical procedures. Benefits described
in Section IV are for normal delivery.
Scheduled obstetrical procedures usually
provide higher benefits in those cases where
obstetrical complications arise. Other
methods of providing obstetrical procedures
are covered by lump-sum or fee-for-service
arrangements which include other maternity
benefits covered under a single amount.

6. Surgical assistants and consultants. This
item may be specifically included, specif=-
ically excluded, or not mentioned in the
policy.

Major Medical Insurance

Some major medical insurance plans list
specific benefits and allowances similar to
those designated above, which limit the charges
covered within the over-all maximum amount.
Generally, actual expense reimbursement is pro-
vided on a coinsurance basis after a deductible
is paid by the member.

Major medical insurance is applied in two
ways--supplementary and comprehensive.
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Supplementary major medical insurance extends
the basic health coverage; comprehensive plans
have tended to replace basic health coverage.
Following are factors (and comments) which
should be considered in developing specifica-
tions for major medical insurance.

1, Conditions and causes excluded from major
medical insurance. See general exclusions,

below.

2. Amount of deductible paid by member.
Various amounts or one maximum amount may
be applied to different types of health
care, before expenses are covered. Out-of=-
pocket deductibles vary from $25 to over
$500 but most often will be about $100,

3. Application of deductible: imitial or
corridor. Initial deductibles are used in
comprehensive major medical plans and are
apnplied before any payments by coinsurance
for a particular type of covered expense.
Corridor deductibles pertain to supplemen=
tary major medical plans and are applied
after basic plan benefits are exhausted
and before supplementary major medical
payments commence on a coinsurance basis.

4. Time allotted for payment of deductible,
Varies from 90 days, 6 months, 1 year, or
in relation to a particular illness.

5. Coinsurance provisions. Percentage of
shared covered expense; 80 percent paid by
insurance company, 20 percent paid by mem=
ber is typical, but numerous other arrange-
ments are available.

6. Maximum amount or upper limit. Ranges from
$5,000 to $40,000 with most plans providing
up to $10,000.

7. Time limit on payment of maximum amount.
Some measure of time is generally attached
to the payment of the maximum amount,
whether it be per illness, number of years,
or life.

8. Reinstatement of maximum amount. The
maximum amount is usually reinstated after
$1,000 in benefits has been paid. Some-
times reinstatement is automatic, but more
often it occurs after proof of good health
is furnished.

9. Common family accident deductible. This
provides one deductible rather than indi-
vidual deductibles in case of a common
family accident.

10. Qutpatient psychiatric care. If covered,

outpatieat psychiatric care is sometimes
reimbursed on a lower coinsurance basis
(e.g., 50-50) than other types of cover-

age.

General Exclusions and Limitations

All types of health insurance plans generally
contain some exclusions. The most common ex-
clusions are dental care, cosmetic surgery,
alcoholism, drug addiction, venereal disease,
attempts at suicide or other intentionally selfw
inflict2d injuries or illnesses, tuberculosis,
conditions covered by Workman's Compensation
laws, military service-connected conditions,
service rendered by government hospitals, and
conditions caused by war. Still other health
insurance plans exclude health examinations,
normal eye and ear examinations, glasses or
hearing aids, corrective appliances and
artificial aids and blood or blood plasma.
Provisions for maternity care, appendectomy,
tonsillectomy or hernia coverage may require a
waiting period before they can be considered
covered expenses. These exclusions. are enumer
ated in the group policy. Other limitationms,
not specifically included in the insurance
policy, are the scope of facilities and variety
of professional personnel made availabe by the
insurance organization from which a subscriber
may choose, by desire or necessity, to receive
health care.

Group Health Insurance Premiums

The cost of providing the same benefits
may vary considerably from one group to
another depending on differences in composi-
tion of the group. Premiums are determined
by a number of factors:

l. The scope of benefits desired.

2. The occupations of the members of the
group: i.e., the element of risk
inherent in the occupations of the
group members affects the cost of
certain benefits,

3. The numbers of men and women in the
group: experience indicates that,
on the average, women make more
claims for certain benefits than do
men.

4. The ages of the group members.

5. The size of the group: generally,
the larger the group and the greater
the volume of premiums, the lower the
initial and ultimate cost of the plan,
(This is known as a "premium-volume
discount.")

6. The number of group members who have
dependents: the cost of benefits
for dependents varies in direct pro=
portion to the number of dependents
covered,

1
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The first year's premium is determined claim experience is less than anticipated,
on the basis of the foregoing factors. The the premium is lowered.l/ |
premiums for following years are determined |
by experience-rating, or by what is known Health service organizations, such as Blue
as the "cost-plus'" basis, the ''cost" being Cross and Blue Shield, used to determine their
the actual claim payments made by the in- premiums on a "community-rated'" basis but re-
surance company during the preceding year cent trends, due to competition from insurance
and the "plus" being the amount the insur- conpanies, have caused them to change to the
ance company retains for its operating ex- "experience-rated'" basis. Under the community-
penses and profit. If the claim experience rating approach, the entire service plan area
is greater than anticipated, the premium, was considered a group and the premium for bas-
of course, is raised; conversely, if the ic coverage was the same for all participants.

1/ Jack H. Kleinmann. Fringe Benefits for Public School Personnel. (New York: Bureau of Pub-

lications, Teachers College, Columbia University, 1962), pp. 16-19. Quoted with permission.
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IV. REPRESENTATIVE EXAMPLES OF GROUP

HEALTH INSURANCE PLANS

The examples of group health insurance poli-
cies included in this section were selected to
illustrate the types of plans different organi-
zations provide for local school systems to
give some protection against the expenses of
hospital care, medical treatment, and surgical
procedures. Many variations of these basic
types of coverage are available; each group to
be insured must determine the group health plan
which best fulfille its particular needs.

Example 1 is a basic health insurance plan
with supplementary major medical insurance pro-
vided by nonprofit health service organizations
(Hospital Service Corporation of Rhode Island
and Rhode Island Medical Society Physicians
Service--Blue Cross and Blue Shield). There
are three separate contracts provided: hospi-
tal care (Blue Cross), surgical-medical care
(Blue Shield), and supplementary major medical
care (issued jointly by Blue Cross and Blue
Shield). The basic health insurance can be
contracted for separately from supplementary
major medical care. In some instances, supple-
mentary major medical care is underwritten
separately by either Blue Cross or Blue Shield
and in other instances by an independent insur-
ance company. The plans in this example are
available only in the Rhode Island Blue Cross

and Blue Shield service area, but similar
plans are available elsewhere.

Example 2 is a comprehensive major medical
care plan provided by an independent insurance
company (The Equitable Life Assurance Society
of the United States). This group health plan
illustrates several features: (a) conditions
for deductible amount, (b) scheduled allowances
along with the maximum amount, (c) special pro-
visions which limit the extent of maternity
and psychiatric treatment. Variations of com-
prehensive major medical insurance are avail-
able through the addition or deletion of spe-
cial provisions.

Example 3 is a basic health insurance plan
provided by a group-practice association
(Kaiser Foundation Health Plan, Inc.).. The
Kaiser plan, like other group-practice plans,
provides diagnostic services on a preventive
basis as well as medical treatment after an
illness or disability occurs. The Kaiser Foun-
dation follows a policy of dual choice, which
means that at least two organizations must be
available to provide health care; each employee
thus may choose between the Kaiser plan and the
other plan, depending upon which comes closest
to meeting his individual needs. The Kaiser
plans are available only to groups within their
specific service area.
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THE EQUITABLE LIFE ASSURANCE SOCIETY
OF THE UNITED STATES

HEREBY CERTIFIES THAT,

Subject to the terms and conditions of Group policy No. 12703M
the Employee named on the back page of this
certificate, an Employee of

SCHOOL DISTRICT #11
Colorado Springs, Colorado

(Hereinafter called the Policyholder)

and his Dependents
(if he has elected to insure them)
are insured for Major Medical Expense Benefits as therein limited.

This Individual certificate is furnished in accordance with and subject to the terms of
the said policy, which policy, and the application therefor, constitute the entire contract
between the parties. This certificate is merely evidence of insurance provided under said
policy, which insurance is effective only if the person concerned is eligible for insurance
and becomes and remains insured in accordance with the provisions, terms and conditions

of the said policy.

NOTE: The insurance described berein for Dependents is void and of no effect
unless the insured Employee bas eligible Dependents and such Dependents become
insured in accordance with the terms set forth on the back page of this certificate.

(For additional provisions see subsequent pages hereof)

THE EQUITABLE LIFE ASSURANCE SOCIETY OF THE UNITED STATES

Health Care Plan
Group Major Medical Expense Certificate—Non-Occupational

Printed inU. . A,

(6309) C Colorado No. 2
PF 13745 Amended by PF 12473-13974-14364-15354-15590




holder:

(1) An insured Employee’s wife or husband not legally separated from the Employee.

(b) An insured Employee’s unmarried child who has not attained the age of nineteen years.

(¢) An insured Employee’s nnmarried child who is a full-time student, and has attained the age of nineteen years but has not
attained the age of twenty-three years.

PERIOD OF HOSPITAL CONFINEMENT. A period of hospital confinement shall mean confinement in a legally constituted and
operated hospital, (1) for any period when confinement is on account of accidental bodily injury and commences within 24 hours
following such injury or for a surgical operation, or (2) for not less than 18 hours when confinement is for any other cause.
Any confinement which is not separated from any other confinement by (a) return to active employment in the case of an Em-
ployee, or (b) an interval of three months or more in the case of a Dependent, shall be considered as the same period of con-
finement as such other confinement if both ate due to the same or related cause.

MAJOR MEDICAL EXPENSE BENEFITS 1

31
DEFINITIONS
DEPENDENT. The term Dependent shall mean any of the following not eligible for insurance as an Employce of the Policy-
|

The Group policy provides that the benefits hereinafter set forth are payable for “covered charges” (defined below) incurred on
account of a non-occupational accidental bodily injury or a non-occupational sickness, and are subject to the other provisions and
limitations therein contained.
A. BENEFITS.
1.  AMOUNT OF BENEFITS. When an Employee or Depsndent has incurred covered charfes while insured under the policy |
and such covered charges during a calendar year exceed the deductible amount Sdeﬁne below) the Society shall pay an i
amount of benefits equal to 1. with respect to such excess covered charges made by a hospital for expenses incurred
during a period of hospital confinement (a) with respect to the first $500 of such covered charges: (i) 100% of any
such covered charges, excluding charges for private room and board, (ii) 809 of such covered charges for private room
and board, (b) with respect to all other such covered charges during such confinement: 80%, and 2. with respect to
such excess covered charges, including charges for pre-operative and post-operative care, made by a physician legally
licensed to practice medicine and surgery for the performance of 2 surgical procedure, an amount determined in accord-
ance with tﬁe provision entitled “Schedule of Operations,” 3. with respect to all other such excess covered charges in-

curred during such calendar year: 809%, subject to a Maximum Amount of Benefits with respect to each insured person
under the policy of $10,000. :

2. REINSTATEMENT OF MAXIMUM AMOUNT OF BENEFITS. At any time after the payment of total benefits of $1,000
' or more with respect to an insured person, such person mayreestablish his Maximum Amount of Benefits by furnishing,
without expense to the Society, evidence of his insurability satisfactory to the Society or, in the case of an Employee, by
completing a continuous period of six months of active employment with the Policyholder. Effective as of the date of the
Society's acceptance of such evidence or the date of the expiration of such six-month period, the amount of benefits |
previously paid with respect to such person shall not be considered in applying the Maximum Amount of Benefits. If the |
Maximum Amount of Benefits has been paid, the person shall become insured again as of the date of the Society’s }
acceptance of such evidence or the date of the expiration of such six-month p'eriocfa

B. COVERED CHARGES. “Covered charges” shall consist of the following charges for services, supplies, and treatment:

1. Charges made by a legally constituted and operated hospital for room and board and other services.

2. Charges made for diagnosis, treatment and surgery by a physician legally licensed to practice medicine and surgery.

3. Charges made by a Registered Nurse for private duty nursing service.

4. Charges for the following: local ambulance service, equipment, medication, appliances, x-ray services, laboratory tests,
the use of radium and radioactive isotopes, oxygen, iron lung, physiotherapy, and similar services, supplies, and treatment.

The chatges referred to shall in no event include any amount of such chazges in excess of the regular and customary charges

for the services, supplies and treatment furnished.

C. DEDUCTIBLE AMOUNT. The deductible amount for any calendar year shall be an amount equal to the sum of

' 1. the total amount of benefits provided (including the value of benefits provided on a service basis) with respect to cov-
ered charges incurred during such calendar year under any other group plan or plans toward the cost of which any
employer makes contributions or payroll deductions or any labor union ma.Ees centributions, and

2. (except with respect to covered charges made by a legally constituted and operated hospital for expenses incurred during
a period of confinement therein or fees of a physician legally licensed to practice medicine and surgery for the perfor-
mance of a surgical procedure) a cash deductible of $50, .

The deductible amount shall be applied separately to the amount of covered charges incurred during each calendar year by

cach person while insured under the policy, subject to the following exceptions:

(i) The cash deductible shall be reduced by any amourt of covered charges incurred for the insured person involved during
the last three months of the preceding calendar year which were applied toward the cash deductible for such preceding
calendar year. .

(i) If two ory more persons, while insured under the policy as membets of the same family, incur covered charges on account
of the same accident occurring while insured thereunder, a single cash deductible shall apply to the combined covered
charges incurred by all such insured persons on account of the common accident during the calendar year in which such
accident occurs and again during the following calendar year. Furthermore, any benefit paid that would not have been
Payabledwere it not for this provision, shall not be charged against the Maximum Amount of Benefits of the person
involved. :

If during any calendar year one of the insured persons incurs covered charges not related to the common accident such
person may apply toward the cash deductible applicable to such charges any covered charges which he incurred during
such calendar year and which were applied toward the common-accident cash deductible.

If greater benefits should be payable without application of exception (ii), the greater amount shall be paid.
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LIMITATIONS APPLICABLE TO MAJOR MEDICAL EXPENSE BENEFITS
A, “Covered Charges” shall in no event be deemed to include expenses incurred for seérvices, supplies, or treatment
1. unless such services, supplies, or treatment (including the entire period of hospital confinement) were prescribed as necessary
by a physician legally licensed to practice medicine and surgery.

2.. in any Federal hospital,

3. if they were incurred on account of
a. dental work or treatment or dental x-rays, except as required because of accidental injury of sound, natural teeth

occurring while insured under the Group policy,

b. eye refractions, eyeglasses, or the fitting thereof,

¢, hearing aids or the fitting thereof,

d. transportation, except for local ambulance service,

e. war, declared or undeclared, including armed aggression, _
f.  bodily injury arising out of and in the course of employment by any employer or disease with gespect to which benefits

are payable under any Workmen's Compensation ot Occupational Disease Act or Law,
g. health examinations not required in ¢onnection with teeatment of sickness or. injury.

B. No payment shall be made under the provisions of the Group policy entitled *Major Medical Expense Benefits” and “Extended
Benefits” for any expenses incurred on account of pregnancy or resulting childbitth, abortion, or miscarriage, except that in the
case of any complication atising out of such pregnancy, benefits shall be payable in accordance with said provisions, but with the
following modjfications: ‘ L
1. Benefits shall be payable only for covered charges for which benefits are not payable under the provisions entitled "Mater-

~ nity Bengfits” and “Extended Maternity Benefits” and which are in excess of those which would have been incurred in the.
absence of “coffiplications, as determined by the Society. '

2. If, in addition to & complication arising out of J)regnancy there is a complication with respect to the newborn child, the
covered charges therefor with respect to the child shall be combined witk: those of the mother for the purpose of the appli-
cation of the Deductible’ Amouat provision, and the deductible amount thall be calculated as though the combined charges
were for one person; however, for the purpose of the Maximum Amecunt of Benefits set forth in the Benefits provision,
the benefits paid shall be considered those of the one for whom the respective charges were made.

3. If 2 person is pregnant on termination of het Major Medical Expense Insurance and termination of insurance is for cause

- other than the termination of said Group policy or its aniendment, to terminate the Major Medical Expense Insurance of
the class of wkich she is a member, the benefits set forth under this i;aragraph shall be applicable with respect fo covered
charges incurred within a period ending an Decembet® 31 of the calendar year following the calendar year in which such
termination of insurance occurs. _ R

4. If on termination of her Mdjor Medical Expense Insurance a person is totally disabled because of pregnancy or a condition
resulting therefrom so as to be continuously prevented from engaging in any occupation and performing all regulat and
customary duties and such termination of insurance is because of the termination of said Group policy or its amendment
to terminate the Major Medical Expense Insurance of ‘the class of which she is a member, the benefits set forth under
this paragraph shall be applicable with respect to covered charges incutred during the continuance of such total disability
but not beyond the date.nine months following such'termination of insurance, )

C. "Covered Charges” shall in no event be deemed to include expenses incurred for services, supplies or treatment if they were
incurred on account of injury or sickness which existed within three months prior to the effective date of & person's insurance
‘or any condition related to said injury or sickness, except that this limitation shall not apply to any such expenses incurred
after the date such person was continuousty fnsured under said Group policy for & twelve month period,

D, Payment for psychiatric treatment shall be subject to the provisions and limitations of the policy and the following additional

limitationss .

1. "Covered Charges" incurred while not confined to a hospital shall not include any amount of professional fees in excess
of $10, 00 per visit and shall not in any event include the fees of any practitioner other than 2 physician legally licensed
to practice medicine and surgery. |

2, Benefits for "Covered Charges” incurred during & calendar year shall not exceed $500.

EXTENDED BENEFITS
If a person’s Major Medical Expense Insurance under the Group policy terminates for cause other tlian payment of the Maximum
Amount of Benefits, and, if at the date of such termination the gersor_n is totally disabled by bodily injury or disease sa as to be
continuously prevented from engaging in any occupation and performing all regular and customary duties, then benefits shall be

provided under said Group policy, as if insurance had not terminated, for covered chasges incurted solely on account bf such injury
or disease during the uninterrupted continuance of such disability and within the following period: (a) in any case in which such
termination of insurance is for cause other than the termination of said Group policy or its amendment to terminate the' Major
Medical Expense Insurance of the class of which such person is a'member, within a period ending on the December 31 of the
calendar year following the calendar year in which such termination of insurance occurs, (b)-in any case in which such termination
of insurance is because of the termination of said Group policy or its amendment to terminate the Major Medical Expense Insur-
ance of the class of which such person is 2 member, within pine: months following such termination of insurance.
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MATERNITY BENEFITS
If a female Employee or a male Emyloyee’s wife, while insured under the policy, incurs covered charges on account of
pregnancy or resulting childbitth, abortion, or miscarriage, benefits will be payable under this provision, subject to the
other provisions and limitations of the policy, in an amount equal to the excess of such charges over the total amount of
benefits provided (including the value of benefits provided on a service basis) with respect to such charges under any
other group plan or plans toward the cost of which any employer makes contributions or payroll deductions or any
labor union makes conttibutions, subject to a maximum payment for any one pregnancy uncre‘r this provision of $200.

LIMITATIONS APPLICABLE TO MATERNITY BENEFITS
“Covered charges” shall in no event be deemed to include expenses incurred for services, supplies, or treatment

1. unless such services, supplies, ur treatment (including the entire period of hospital confinement) were prescribed
as necessary by a physician legally licensed to practice medicine and surgery.

2, in any Federal hospital.
if they were incurred on account of transportation except local ambulance service.

4. if they were incurred within nine months of the effective date of the female Employee's or the wife’s insurance
under the poliy.

EXTENDED MATERNITY BENEFITS

If at the date of termination of a female Employee’s or wife’s insurance under the Group policy, such person is preg-
nant, benefits shall be payable under the provision entitled “Maternity Benefits” as if insunnceiad not terminated for
any covered charges incurred on account of such pregnancy or resulting childbirth, abortion or miscarriage, during the
first nine months following termination of insurance,

. INDIVIDUAL TERMINATIONS
A. The insurance of any Employee under said Group policy shall cease automatically upon the occurrence of any one

of the following events:

(1) the termination of the policy,

(2) the cessation of premium payments on account of such Employee’s insurance thereunder,
(3) the termination of his employment in the classes of Employees insured thereunder,

(4) the payment of the Maximum Amount of Benefits with respect to such Employee.
Note: In case the Employee ceases active work due to sickness, injury, leave of absencs cr temporary lay-off the terms
of the Group policy may provide for continuance of insurance for a limited period. The Employee should consult the
Policyholder who is in a position to inform the Employee as to the terms of the policy in this respect.

B. The insurance under the Group policy of any Employee’s Dependent shall cease automatically upon the occurrence
of any one of the following events:
(1) the termination of the Employee’s insurance under said Group policy, provided that when such termination
results from

(2) the payment of the Maximum Amount of Benefits with respect to the Employee, the insurance of his
Dependents may be continued but not beyond the termination ‘of his insurance in the classes of Em-
ployees insured thereunder except as provided in (b) below in the event of the Employee’s death, or

(b) the death of the Empioyee, the insurance may be continued but not beyond one year immediately follow-
ing such death.

(2) the cessation of premium payments on account of the insurance of such Employee’s Dependent,
(3) when he ceases to be a Dependent as defined, except as provided in B (1) above,

(4) the payment of the Maximum Amount of Benefits with respect to such Depepdent.
PRIVILEGE ON TERMINATION OF INSURANCE

I. Upon termination of insurance due to termination of employment in the class or classes of Employees insured
under the Group policy, the Employee may obtain from the Society, without furnishing evidence of insurability, an
individual policy of insurance covering himself and his spouse and children insured under the Group policy, by making
written application and the first premium payment theretor to the Society within thirty-one days after such tetmination
of insurance. The form of the individual insurance policy, the coverage thereunder, and all other terms and conditions
thereof shall be as provided by the rules of the Society for such individual Eolicy at the time of such application. The
individual policy, if issued, shall become effective upon the day follcwing the date of termination of insurance under

the Group policy.

II. If termination of employment in the class or classes of Emplcyees insured under the Group policy is caused by the
Employee's death, or if such termination is due to other cause and the Employee dies within thirty-one days thercafter,
with respect to the insurance of his surviving spouse and children under the Group policy, his surviving spouse shall
have the privilege of obtaining an individual policy of insurance on the same basis and subject to the conditions indi-
cated in Section I hereof.

IIl. Where the insurance of a dependent child under the Group policy is terminated by reason of the age or matriage
of the child, such child shall have the privilege of obtaining an individual policy of insurance on the basis and subject
to the conditions indicated in Section 1 hereof.




34

SCHEDULE OF OPERATIONS

The amount ot bencfits for surgery referred to in the provision entitled “Amount of Benefits™ shall be the greater of

1. 809 of such excess covered charges, and

2. the Basic Amount of Pa meni sct forth below, with respect to such operation, but in no event shall such amount exceed the actual

charges made by such

Basic Amount
of Payment

ABDOMEN

Appendectomy, freeing of ad-
hesions or explonti%n of, or

cutting into, the abdominal

(37 1y $150.00
Removal of gall bladder ............ 225.00
Gastro-enterostomy ............ccurene 225.00
Resection of stomach, bowel or

LECtUM ...cvcvrceninnsnnnsansnsnsannnes 300.00

ABSCESSES (see Tumors)
AMPUTATIONS
Thigh, leg .overinncnreninininnes 187.50
Upper arm, forearm, entire hand

(1T 38 {1 R 150.00

Fingers or toes, each .................. 22.50
BLOOD TRANSFUSION, each.... 37.50

BREAST.
Removal of benign tumor or cyst
sﬁm:king hospital confinement .75.00

AMPULALION ........cosmsnsineee 150.00
Radical amputation ............ccene 225.00

or omy ...... 300.00
Removal of lu::gqgfe;tortion of

£on A e 60,
Induction gz mogmo-
thorax, initial ..........cccouevenee 37.50
refills each (not more than 12) 15.00
CYSTS. (see Tumors)

DISLOCATION. Reduction of
Hipi‘:eeettebn, znkle joint, ell:lu)r
or joint (patella ex 52.50
Shoal det, ) cept

. . 37.30
Lower jaw, collar bone, wtist oz
' . “oes 22.50

For oasrequum an o opera-
tion, the basic amount %f pty?;:ntex: 2
times amount indicated,

EXCISION OR FIXATION

BY CUTTING.

Hip {omt ...... wessestaenssssersatntaens 225.00
der, knee joint, semilunar
castilage, elbow, wrist or ankle

JOIDE cosssvrnein . 150.00
Removal of diseased portion of
bone, including curettage ..... 75.00
EAR, NOSE OR THROAT.
Fenestration, one or both sides .. 300.00
Mastoidectomy, one or both sides,
i vevssesasnnssnes weer 150.00
200800 Nccelon 22”m

To:sogectomy adenoi , of
Sinus operation by cutting (punc-

tute of antrum excepted) ......

45.00
75.00

Basic Amount
of Payment

Submucous resection of nasals
SEPAUM ...cveeeeenirconqennnnnmaneecnneness 75.00
Tracﬁ:‘otomy .............................. 75.00

EYE

Operation for detached retina.... 300.00
Cataract, removal of .......cceeveenee 225.00

Cutting into eyeball (through the

cornea or sclera) or cutting

operation on eye muscles ........ 150.00
Pterygium (excision) ............. « 30.00
Removal of eyeball ...........cuuc.... 112.50

FRACTURE. Treatment of
Thigh, vertebra or vertebrae,

pelvis, (coccyx excepted) ...... 112.50
g, kneecap, upper arm, ankle ‘
(0401 A, 75.00

Lower jaw, collar bone, shoulder

blade, forearm, wrist (Colles),
skull ......oooeiinniennieerenirnnnessssnnes 37.50
Hand, oot ....ccrververnrernnesenenne 22.50
Fingers or toes, each .................. 15.00
INOSE ...oovrerrirnnnerensessnsssinsaesasssesans 15.00
Rib or ribs, three or more .......... 37.50
fewer than three .... 15.00

If compound fracture, basic amount of pay-
ment is one and one-half times amount
indicated. If open operation, basic amount
of payment is 2 times amount indicated.
(Bone grafting or bone splicing considered
as open operation; skeletal traction pin is
not so-considered.)
GENITO-URINARY TRACT .

Removal of, or cutting into,

kidney ......ovcvnevsivnnianinnnnns 300.00
Fixation of kidney .........cccoveenues 225.00
Removal of tumors or stones in
ureter or bladder

by cutting operation ................ 130.00

by endoscopic means .............. 52.50
Cystoscopy ........... veresssanares veressene 37.50
Removal of prostate by open

OPErAtion ......ccersienrsnrersaserines 225.00
Removal of prostate by endo-

SCOPIC MEANS ..ovevveriernsnrnsaneas 150.00
Circumcision ........oecvevnnciinnnsenns 22,50
Varicocele, hydrocele, orchectomy

.or epididymectomy, _

SINGIE .o 75.00

bilateral ................. B weee 112,50
ls-l’yl-steredOmy ............. —— 225.00

alpingectomy or oophorectomy,

or both .......ceuenne veresssnssannnes 150.00
Cervix amputation .........ceceneereee 75.00

Dilation and curettage (non-
puerperal), cervix cauteriza-
tion or conization, polypec-
tomy, or any combination of
these

eior e ; 37.50
aginal plastic, ration for .
cystocele or rectt;.g;e T y 112,50

Basic Amount
of Payment
GOITRE
Removal of thyroid, subtotal ....$225.00
Removal of adenoma or benign
tumor of thyroid .......cc.ccenuees 150.00
HERNIA
Single hernia .......ocovveiiniinininianne 150.00
More than one hernia ................ 187.50
JOINT
Incision into, tapping excepted.... 37.50
LIGAMENTS AND TENDONS
Cutting or transplant, sin%le ...... 75.00
multiple .. 112.50
Suturing of tendon, single .......... 52.50
multiple ... 75.00
PARACENTESIS
TaPPING .evvevrvrtreronnsnanssssnsaesssinens 22.50
PILONIDAL CYST OK SINUS
Removal of .....coovvrecnicninnnarsnnnes 75.00
RECTUM
Hemorrhoidectomy, external ...... 37.50
internal or internal and ex-
ternal ..o 75.00
Cutting operation for fissure ...... 37.50
Cutting operation for thrombosed
hemorthoids ..........cocvmnnivarennn. 22,50
Cutting operation for fistula-in-
. _ano,
single ..o 75.00
multiple .......cooceneneiniecrninicran. 112.50
SKULL
Cutting into cranial cavity
(trephine excepted) ............. 300.00
trephine ......coocrnveininnencninnse 37.50
SPINE OR SPINAL CORD

Operation for spinal cord tumor 300.00
Operation with removal of por-
tion of vertebra or vertebrae
(except coccyx, transverse or
SPINOUS ProCess) .......ocoueserurns 225.00
Removal of part or all of coccyx,
or of transverse or spinous
process ........

TUMORS

Benign or superficial tumors and
cysts or abscesses requiring
hospital confinement .............. 37.50
not requiring hospital confine-
11T 11 N 15.00

Malignant tumors of face, lip o
) 31 AR . 75.00

VARICOSE VEINS
Injection treatment, complete
ure,
one or both legs ..........cceveiennee
Cutting operation, complete
procedure,
one leg ............ (setnenssccssonsansenns . 75.00
both 1egS ....covemresssssssess R 112,50

75.00

The Basic Amount of Payment for any cutting operation not specified above shall be determined by the Society, on a basis consistent
with the Basic Amounts of Payment appearing in the above schedule.
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GENERAL PROVISIONS OF THE GROUP MAJOR MEDICAL EXPENSE POLICY
APPLICABLE TO THIS CERTIFICATE

PROOF OF CLAIM. Written proof of claim covering the occurrence, character, and extent of the loss for which claim is
made must be furnished to the Society at its Home Office in the City of New York within ninety days after the date of the
loss with respect to which claim is made. Failure to furnish such proof within the time required by the policy shall not
invalidate or reduce any claim if it shali be shown not to have been reasonably possible to furnish such proof within the
required time and that proof was given as soon as was reasonably possible.

The Society may tequite as part of the proof of claim, itemized bills of the hospital, physician, or other source of the
services, supplies, and treatment, and a statement of the benefits provided therefor under any other group plan or plans
toward the cost of which any employer makes contributions or payroll deductions or any labor union makes contributions.

PAYMENT OF CLAIMS. All benefits payable under the policy will be paid to the Employee immediately upon receipt of
due written proof.
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EXAMINATIONS. The Socicty at its own expense shall have the right and opportunity to examine any person when and so
often as it may reasonably require during the pendency of claim under the policy.

LEGAL PROCEEDINGS. No action at law ot in equity shall be brought to recover under the policy prior to the expiration
of sixty days after proof of claim has been furnished in accordance with the requirements of the policy, nor shall any such
action be brought at all unless commenced within theee years from the expiration of the time within which proof of claim

is required by the provisions thereof.

TERMINATION AND CHANGE OF POLICY. On any premium due date the Policyholder may terminate the policy or,
subject to the Society approval, may modify, amend or change the provisions, terms and conditions of the policy. No con-
sent of any Employee or any other person refetred to in the policy shall be required to effect termination of the policy or
any modification, amendment, or change thereof.
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Group 3203-01

KAISER FOUNDATION HEALTH PLAN, INL.

A Nonprofit Corporation
Northern California Region

GROUP MEDICAL AND HOSPITAL SERVICE AGREEMENT  RECEIVED
FACE SHEET MAY 4 1965

HEALTH PLAN
This Service Agreement, consisting of the attached Group Medical and Hospital SFRUTIXEAKHIGES
and Benefit Schedules as supplemented by this Face Sheet, has been entered into between Kaiser Founda-
tion Health Plan, Inc., a California non-profit corporation, and the group defined in Section 1-B below in
order to provide eligible Subscribers and eligible Family Dependents electing to enroll hereunder with
medical, surgical, hospital and related health care benefits as specified in the attached Benefit Schedules.

The following provisions supplement corresponding provisions of the attached Group Medical and
Hospital Service Agreement.

Section 1. Definitions.
B. “Group” shall mean Sacramento COuntyﬁSupt. of Schools

Section 2. Eligibility and Enroliment.

A. (1). Subscribers must meet the following additional requirements; Bust be an active
euployee who is eligible for Group contribution toward Health Plan dues.
f Euployees who are eligible for retirement after May 1, 1965 continue

Group membership in retireument.

A. (2). Family Dependents must meet the following additional requirements:

Envollment-of-any.Sub-
scriber’sspoussover-the sge-of 60 ? ﬁi‘t‘ to m‘?i“! m,ieg,. Unmarried dependent children
while registered on a full-time basis at a recognized educational

institution may continue as Family Dependents until reaching age 24.

Section 3. Relations Among Parties Affected by Agreement.
No supplemental provisions.

Section 4. Rates and Payment.
A. The initial enrollment charge shall be_none

B. The periodic payment schedule is as follows:

Subscriber only $_8.35
Subscriber and one dependent $.16.3¢C
! Subscriber and two or more dependents $.23.10
‘ Composite rate per Subscriber $_ =
5 Additional periodic payment:
i Subscriber age _=__ or over $ =
Dependent age _= _ or over $__=

Ferm 08412
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Section 5. Services and Benefits.

A. Within the Northern California Service Area the Benefit Schedule or Schedules applicable under
this Agreement are as follows:
For Subscribers, Benefit Schedule ONE__B

For Dependents, Benefit Schedule ONE_B___

Section 6. Exclusions and Limitations.
B. (7). Benefits for pre-existing conditions are those specified in the following schedules:
For Subscribers, Benefit Schedule ONE__B*

For Dependents, Benefit Schedule ONE__B* _
sSection n°€: ggiw?lule n&ne-Be dtfu not apply. In the case of any pre-

are entitled to the same benefits under
the same provisions as specified for conditions arising after the
affective date of wembership.

Section 7. Conversion and Transfer.
No supplemental provisions.

Section 8. Term and Termination.
No supplemental provisions.

Section 9. Amendment.

This Agreement, including the attached schedules and addenda, may be amended by Health Plan at
any time with respect to any matter other than rates, by mutual agreement between Health Plan and Group.
Health Plan may amend this Agreement with respect to any matter, including rates, effective as of any an-
niversary date by written notice to Group at least sixty (60) days prior to the anniversary date. All such
amendments shall be deemed accepted by Group unless Group gives Health Plan written notice of non-
acceptance at least thirty (30) days prior to the anniversary date, in which event this Agreement shall termi-
nate in accordance with Section 8-D effective on the anniversary date.

Section 10. Miscellaneous Provisions.
E. The address of Group is 6011 Folsom Boulevard

Cali

Executed at Oakland, California, _April 26 ' _, 19_68 _, to take effect as of
, 1968 . and continuing through November 30, 1965,

‘_m 1 .\ ,
/& -and from K!:ar to year thereafter.
Accepte g ’ 19&' ISER FOUNDATION HEALTH PLAN, INC,

A California nonprofit corporation
o i il v el

// uthorized Representative
By { Northern California Region
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KAISER FOUNDIATION HEALTH PLAN, INC.

A NONPROFIT CORPORATION
NORTHERN CALIFORNIA REGION

GROUP MEDICAL AND HOSPITAL SERVICE AGREEMENT

INTRODUCTION

Health Plan, in consideration of the periodic payments to be paid to Health Plan b¥| Group and in consideration of the supplemental charges to be

aid by or on behalf of

Members, agrees to arrange Medical and Hospital Services and ot

er benefits during the term of this Service Agreement, subject,

owever, to all terms and conditions of this Service Agreement and the attached Benefit Schedules.
Interpretation of Agreement. In order to provide the advantages of integrated medical and hospital facilities and of tl§roup medical ¢ actice, Health

Plan operates on a direct-service rather than indemnity basis. The interpretation of this Agreement shall be guided by

Health Plan program.

e direct-service nature of the

1. DEFINITIONS

As used in this Medical and Hospital Service Agreement and a1l schedules or addenda hereto (except as otherwise expressly provided or made

necessary by the context):

A. “Health Plan” shall mean Kaiser Foundation Health Plan, Inc., a
nonprofit corporation organized for the primary purpose of arranging for
Medical and Hospital Services; “Northern California Region” shall mean
that division of Health Plan which operates in the San Francisco Bay Area.

8. “Group” is defined in Section 1-B of the Face Sheet.

C. “Subscriber” shall mean a person who meets all applicable eligibility
requirements of Section 2 and enrolls hereunder, and for whom the pre-
payment required by Section 4 has been actually received by Health Plan.

D, “Family Dependent” shall mean any member of a Subscriber’s
family residing in the Subscriber’s houschold who meets all applicable
eligibility requirements of Section 2 and is enrolled hereunder and for
;‘vlholn;1 tll;f prepayment required by Section 4 has been actually received by

ealth Plan.

E. “Member” shall mean any Subscriber or Family Dependent.

F. “Medical Group” shall mean The Permanente Medical Group, a
partnership of physicians.

. “Physician” shall mean any.doctor of medicine associated with or
engaged by Medical Group; “Attending Physician” shall mean the Physi-
cian_primarily responsible for the care of a Member with respect to any
particular injury or illness.

H. “Hospital” shall mean any hospital in Health Plan's Northern Cali-
fornia Region with which Health Plan maintains contractual arrangements
for Hospital Services. A current list of such Hospitals may be obtained
from any Health Plan office.

.. ‘“Medical Office” shall mean any outpatient treatment facility in
Health Plan’s Northern California Region which is staffed by Medical
Group. A current list of such Medical Offices may be obtained from any
Health Plan office.

K. “Medical Services” shall (except as expressly limited or excluded by
this Agreement) mean those professional services of physicians and sur-

geons, and para-medical personnel, including medical, surgical, diagnostic,
therapeutic and preventive services, (i) which are generally and customaril
provided in the San Francisco Bay Area, and (1) which are performed,
prescribed, or directed by Physicians.

L. “Hospital Services” shall (except as expressly limited or excluded
by this Agreement) mean those services for registered bed patients which
are (i) generally and customarily provided by acute general hospitals in
the San Francisco Bay Area, and (i) which are prescribed, directed or
authorized by a Physician.

M. “Prevailing Rates” shall mean the rates generally prevailing in the
San Francisco Bay Area for hospital, medical and related services.

N, “Health Plan Rates” shall mean the rates set forth_in the Schedule
of Supplemental Charges maintained at Hospitals and Medical Offices.
Such rates are maintained at approximately 50% of Prevailing Rates for
similar services. Said Schedule of Supplemental Charges may be revised
without notice from time to time.

0. _ “Service Area” shall mean that geographical area within_the nine
San Francisco Bay Area counties (Alameda, Contra Costa, Marin, Napa,
San Francisco, San Mateo, Santa Clara, Solano and Sonoma) lying within
a radius of thirty miles of any Hospital or Medical Office.

P. “House Call Service Area” shall mean that geographical area sur-
rounding cach Hospital and Medical Office within which house calls are
rendered under this Agreement. Such areas may be revised without notice
from time to time. A current definition of each House Call Service Area
may be obtained at the Hospital or Medical Office upon which such House
Call Service Area is based. '

Q.. “Pre-existing Condition” shall mean any injury, illness or condition
existing, contracted or sustained prior to the commencement of a person’s
current term of uninterrupted Health Plan membership, and includes any
recurrence- or. complication of ang such x-njug, illness or condition. Con-
genital conditions are considered Pre-existing Conditions.

2. ELIGIBILITY AND ENROLLMENT

A. ELIGIBILITY OF INDIVIDUALS. Individuals will be accepted for en-
lr)(élllmf.:nt hereunder only upon meeting all applicable requirements set forth
ow.

(1) Subscribers. To be eligible to enroll as a Subscriber a person must
be cither (2) an actual and bona fide member of Group or (b) entitled
under the trust agreement, employment contract or other established
s.andard of Group, on his own behalf and not by virtue of dependency
gatus, to participate in medical and hospital care benefits arranged by

roup. , . . .

Subscribers must meet the additional requirements specified in Section
2-A (1) of the Face Sheet.

{2) Family Dependents. To be eligible to enroll as a Family Dependent

a person must be either (a) the spouse of the Subscriber or (b) a de-
Eendent unmarried child under the age of 19 of either the Subscriber or
is spouse. Foster children entirely st}pgorted by the Subscriber and his

spouse and legally adopted children of either, as well as natural children,

are included. Newborn children will be treated as Family Dependents
from birth if promptly enrolled by a parent. . .
Family Dependents must meet the additional requirements specified

in Section 2-A (2) of the I' ‘ce Sheet.

(3) Membership Previously Terminated. No person is eligible to enroll
hereunder who has had Health Plan coverage terminated for cause under
Section 8-B of this or any other Health Plan Medical and Hospital
Service Agreement.

(4) Change of Group Eligibility Rules. The composition of Group and
requirements determining eligibility for membership in Group and for
participation in medical and hospital care benefits arranged by Grou
are considerations material to the execution of this Agreement by Healt
Plan; during the term of this Agreement no change in Group’s eli%;blhty
or participation requirements shall be permitted to affect eligibility or
enrollment under this Agreement in any manner deemed adverse ,bg
Health Plan unless such change is effected by mutual agreement wit

Health Plan.

B. ENROLLMENT. While enrollment is open for Group, Subscribers and
Family Dependents who meet the requirements of Section 2-A may enroll
lﬂfreluﬂdlglr by submitting complete applications on forms provided by

ealth Plan.
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3. RELATIONS AMONG PARTIES AFFECTED BY AGREEMENT

The relationship between Health Plan and Medical Group and between
Health Plan and Hospitals is an independent contract relationship; Physi-
cians and Hospitals are not agents or employees of Health Plan, nor is
Health Plan, nor any employee of Health Plan, an employee or agent of
Hospitals or Medical Group.

Physicians maintain the physician-patient relationship with Members
and are solely responsible to Members for all Medical Services. Hospitals
maintain the hospital-patient relationship with Members and are solely
responsible to Members for all Hospital Services.

Information from medical records of Members and information

received by Physicians or Hospitals incident to the physician-patient or
hospital-patient relationship is kept confidential, and, except for use inci-
dent to bona fide medical research and education or reasonably necessary
in_connection with the administration of this Agreement, is not disclosed
without the consent of the Member.

Neither Group_nor any Member is the agent or representative of
Health Plan, and neither shall be liable for any acts or omissions of Health
Plan, its agents or employees, or of Medical .Grougl anﬁ Physician, or
Hospital, or any other person or organization with which Health Plan has
made or hereafter shall make arrangements for the performance of services
under this Agreement.

4. RATES AND PAYMENT

Payment for Health Plan coverage shall be made as follows:

A. INITIAL ENROLLMENT. Along with each initial application for enroll-
ment the prospective Subscriber or Group shall remit to Health Plan the
amount specified in Section 4-A of the Face Sheet to cover enroliment of
the Subscriber and his Family Dependents.

8. PERIODIC PAYMENT SCHEDULE. Group shall remit to Health Plan
on behalf of each Subscriber and his Family Dependents the amounts
specified in Section 4-B of the Face Sheet for each month on or before the
last day of the preceding month. Only Members for whom the stipulated
payment is actually received by Health Plan shall be entitled to Medical
and Hospital Services hereunder and then only for the period for which
such payment is received.

If any payment required above is not timely paid by or on behalf of
any Member, all nghts of such Member hereunder shall terminate and may
be reinstated only by renewed application and re-enrollment in accordance
with o1l requirements of this Agreement.

C. SUPPLEMENTAL CHARGES. In addition, Members shall pay or ar-
range for payment of applicable supplemental charges as provided in the
accompanying Schedules of Medical and Hospital Services, and in case
of failure to do so, the Members’ rights may be terminated on fifteen (15)
days’ notice and may be reinstated only by renewed application and
re-enrollment in accordance with all requirements of this Agreement.

5. SERVICES AND BENEFITS

* Subject to all terms and provisions of this Agreement, Members shall be entitled to receive services and other benefits as follows:

A. WITHIN NORTHERN CALIFORNIA SERVICE AREA. Within the defined
Service Area in Northern California, Subscribers and Dependents are
entitled to receive the services and other benefits specified in the benefit
schedules described in Section 5-A of the Face Sheet, all as provided, pre-
scribed, or directed by Physicians. Within this Area, Medical and Hospital
Services are available only from Medical Group and Hospitals, and neither
Health Plan, Hospitals nor Medical Group shall have any liability or
obligation whatsoever on account of any service or benefit sought or
received by any Member from any other doctor or hospital, or other

person, institution or organization, unless prior special arrangements are
Eade by a Physician and confirmed by written referral from Medical
roup.

. B. OUTSIDE NORTHERN CALIFORNIA SERVICE AREA. Members regularly
residing in the Northern California Service Area while temporarily away
from home and outside said Service Area may receive the additional bene-
fits specified in Schedule TWO as therein defined and limited.

6. EXCLUSIONS AND LIMITATIONS

Health Plan operates on a direct-service basis to make available Medical and Hospital Services and related benefits in'the manner which appears most
advantageous to most Members. The general objective o Health Plan coverage is to provide necessary hospital and medical care:

Within the scope of the general public's willingness and ability to prepay;

Without duplicating care financed by other sourc:s; and
Without devoting excessive resources to costly specialized facilities.

Moreover, Medical and Hospital Services available under this Agreement may be limited by the nature and capacity of Hospital and Medical Group

facilities and personnel,
Accordingly, the following exclusions and limitations are established:

A. EXCLUSIONS. All services for conditions within any of the follow-
ing classifications are excluded from the coverage of this Agreement:

(1) Psychiatric Conditions. Psychiatric care, including any treatment
for insanity, mental illness or disorders; alcoholism, drug addiction.

(2) Self-Inflicted or Self-Induced Injuries. Conditions, and any compli-
cations thereof, resulting from attempts at suicide or other intentionally
self-inflicted or self-induced injuries or illnesses. '

(3) Employer or Governmental Responsibility. Illnesses, injuries or con-
dlthlion§ l::ow.:red by services or indemnification or reimbursement avail-
able either:

a. Pursuant to any federal, state, county or municipal workmen’s com-
pensation or employer’s liability law or other legislation of similar
purpose or import; or

b. From any federal, state, county, municipal or other governmental
agency, including, in the case of service-connected disabilities, the
Veteran's Administration.

In case of reasonable doubt as to whether a Member should receive
benefits under this Agreement or from any such source, if the Member
seeks diligently to establish his rights to benefits from such other source,
services will furnished under this Agreement; provided, however,
that the value of such services, at Prevailing Rates, shall be recov-
erable by Health Plan or its nominee from such other source, or from
the Member, if and to the extent it is determined that monetary benefits
should have been provided by such other source.

(4) Custodial, Domiciliary, or Convalescent Care. Custodial care, domi-
ciliary care, or convalescent care for which, in the judgment of)the
Attending Physician, the facilities and services of an acute general
hospital and not medically required.

(5) Cosmetic Surgery and Dentistry. Conditions for which plastic sur-
gery 1s indicated primarily for cosmetic purposes. Dental care and
enta} X-rays.

(6) Tuberculosis and_Poliomyelitis. Tuberculosis after diagnosis and
acute or contagious poliomyelitis after diagnosis and their complications.

B. LIMITATIONS. The rights of Members and obligations of Health
Flap, Hospitals and Medical Group hereunder are subject to the following
imitations:

1) Maijor Disaster or Epidemic. In the event of any major disaster. or
epidemic, Physicians and Hospital shall render Medical and Hospital
Services insofar as practical, according to their best judgment, within
the limitations of such facilitics and personnel as are then available,
but neither Health Plan, Hospitals nor Medical Group shall have any
liability or obligation for delay or failure to provide Medical and
Hospital Services due to lack of available facilities or personnel if such
lack is the result of such disaster or epidemic.

(2) Circumstances Beyond Health Plan’s Control. In the event that, due
to circumstances not reasonably within_the control of Health Plan, such
as complete or partial destruction of facilities, war, riot, civil insurrec-
tion, labor disputes, disability of a significant part of Hospital or Medical
Group personnel, or similar causes, the rendition of Medical or Hospital
Services hereunder is delayed or rendered impractical, neither Health
Plan, Hospitals, Medical Group nor any Physician shall have any liabil-
ity or obligation on account of such delay or such failure to provide
services.

(3) Corrective Appliances and Anificial Aids. Artificial -aids, such as
crutches or canes, and corrective appliances, such as braces, prosthetic

devices, hearing aids, corrective lenses and_eyeglasses, are not provided
under this Agreement, but Health Plan will attempt to make arrange-
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ments whereby such aids and appliances may be obtained at reasonable
rates; services necessary to determine the need therefor will be provided,

(4) Injuries Caused By Third Parties. In case of injuries caused by any
act or omission of a third party, and complications incident thereto,
services and other benefits requested hereunder will be furnished but will
be cha:’ged at Prevailing Rates. However, the Member shall not be
required to pay any amount in excess of the total amount coliected on
account of the injury.

{5) Contagious Diseases, Services are provided for contagious diseases

other than tuberculosis and acute or contagious poliomyelitis, only in
accordance with Section K of the benefit schedules described in Section

.

{6) Rehabilitation. Neuromuscular rehabilitation and postpolio rehabil-
itation are excluded except as si)eciﬂcally provided in Section E-2 and
Section L of the benefit schedules described in Section 5-A.

i7) Pre-existing Conditions. Services are provided for Pre-existing Con-

ditions only in accordance with Section H of the benefit schedules
described in Section 6-B (7) of the Face Sheet.

7. CONVERSION AND TRANSFER

A. CONVERSION TO INDIVIDUAL ENROLLMENT. If any person who has
been a bona fide Member under this Agreement for at least ninety (90)
dags s;lﬁall cease to be qualified to continue zs a Member for any reason
other than:

(1) Nonpayment of applicable charges or
{2) Termination of Membership rights pursuant to Section 8;

. . Then said person may, within thirty (30) days after termination_ of
ntghts under this Agreement, convert his membership to such classification
of Health Plan individual coverage as may be in elgect at the time of his
application for conversion.

B. TRANSFER OF RESIDENCE. Members who transfer their residence
from the Northern California Region to any geographical area not served
by Health Plan mair, if they so desire, continue their Health Plan coverage
by paying applicable charges. However, the only benefits provided outside
of Health Plan service areas are those specified in Schedule TWO, Section

B, For service benefits under Schedule ONE or Schedule TWO, Section A,

the Member must return to the defined Service Area in Northern Cali-

fsomja o‘r‘ to another Health Plan service area identified in Schedule TWO,
ection A.

Members who transfer_their residence to another Health Plan Region
must promptly apply to a Health Plan office in such Region for transfer
of their membership. Acceptance of transfer applications is discretionary
with Health Plan management in the Region to which transfer is sought;
ordinarily, a person who has been a bona fide member in one Region for
at least one year will be accepted for transfer.

No right to_service benefits under Schedule TWO, Section A. shall
exist in another Health Plan servicé area after a Member has lived in the
vicinity of such service area more than 90 days, unless the Member, by
prior application to Health Plan, demonstrates smcxal circumstances
under which a longer period is “temporary” and the Member’s continuing
status of temporary residence is confirmed in writing by Heaith Plan.

8. TERM AND TERMINATION

This agreement shall continue in effect for one year from the effective date hereof and from year to year thereafter, subject to:

. A, TERMINATION ON NOTICE. Termination by either party by giving
written notice to the other party at least thirty (30) days prior to the anni-
versary date.

B. INDIVIDUAL TERMINATION FOR CAUSE. In the event that Hospitals
or Medical Group shall, after reasonable efforts to sstablish and maintain
satisfactory hospital-patient or physxciap-gatlent relationships with any
Member, be unable to do so, then the rights of such Member and other
Members of his family under this Agreement may be terminated on not
less than fifteen (15) days’ written notice to Subscriber. At the effective
date of such termination, prepayments received on account of such termi-
nated Member or Members applicable to periods after the effective date
of termination shall be refunded, aud Health Plan shall have no further
liability or responsibility under this Agreement.

C. 1:RMINATION BY HEALTH PLAN — HOSPITAL AND OBSTETRICAL
BENEFITS. In the event that Health Plan terminates this Agreement pur-
suant to Section 8-A, any Member who is a registered bed patient in a
Hospital at the effective date of termination shall receive these benefits:
all benefits otherwise available hereunder to hospitalized patients, for the
condition under treatment, during the remainder of that particular episode
of hospitalization, until either (1) the expiration of such benefits, or (2) de-
terminati~n by the Attending Physician that hospitalization is no longer

medically indicated, whichever shall first occur. In maternity cases under
care at the effective date of termination Health Plan may either, at
its election (a) continue obstetrical care only, through confinement and
discharge, subject to payment of applicable supplemental charges, or
(b) convert the Member from group to individual membership. Except as
expressly provided in_this Subsection, all rights to benefits shall cease as
of the effective date of termination,

D. TERMINATION BY GROUP. In the event that Group terminates this
Agreement pursuant to Section 8-A, then all rights to benefits shall cease
as of the effective date of termination, Health Plan will cooperate with
Group in attempting to work out equitable arrangements for continuing
care of Members who are hospitalized at the termination date.

E. DISCONTINUANCE OF HEALTH PLAN GPERATIONS. If, due to cir-
cumstances beyond Health Plan’s control, it shall become impractical, in
the judgment of Health Plan’s Board of Directors, to continue the opera-
tion of Health Plan within the Service Area, then Health Plan may termi-
nate this Agreement at any time on thirty (30) days’ written notice to
Group, and neither Health Plan, Hospitals nor Medical Group shall have
any further liability or responsibility by reason of or pursuant to this
Agreement after the effective date of such termination.

9. AMENDMENT

This Agreement, including the attached’schedules and addenda, may be amended by Health Plan pursuant to Section 9 of the Face Sheet.

10. MISCELLANEOUS PROVISIONS

A. ACCEPTANCE OF AGREEMENT. Group may accept this Agreement
either by execution of the acceptance provided on the Face Sheet or by
making payments to Health Plan pursuant to Section 4-B hereof, and
such acceptance shall render all terms and provisions hereof binding on
Health Plan and Group.

B. AGREEMENT BINDING ON MEMBERS. By this Agreement, Group
makes Health Plan coverage available to persons who are eligible under
Section 2; however, this Agreement shall be subject to amendment, modi-
fication or termination in accordance with any provision hereof or by
mutual agreement between Health Plan and Group without the consent or
concurrence of the Members. By electing medical and hospital coverage
rursuant to this Agreement, or accepting benefits hereunder, all Members
legally capable of contracting, and the legal representatives of all Members
anap?ble of contracting, agree to all terms, conditions and provisions

ereof.

C. APPLICATIONS, STATEMENTS, ETC. Members or applicants for mem-
bership shall complete and submit to Health Plan such applications,
medical review questionnaires, or other forms or statements as Health
Plan may reasonably request; quber§ warrant that all information con-
tained in such applications, questionnaires, forms or statements submitted
to Health Plan incident to enrollment under this Agreement or the admini-
stration hereof shall be true, correct and complete, and all rights to
benefits hereund=r are subject to the condition that all such information
shall be true, correct and complete.

D. IDENTIFICATION CARDS. Cards issued by Health Plan to Members
pursuant to this Agreement are for identification only. Possession of a
Health Plan identification card confers no right to services or other bene-
fits under this Agreement. To be entitled to such services or benefits the
holder of the card must, in fact, be a Member on whose behalf all appli-
cable charges under this Agreement have actually been paid. Any person
receiving services or other benefits to which he is not then entitled pursuant
to the provisions of this Agreement shall be chargeable therefor at Pre-
vailing Rates, If any Member permits the use of his Health Plan identi-
fication card by any other person, such card may be retained by Health
Plan, and all rights of such Member pursuant to this Agreement shall
be immediately terminable at the will of Health Plan.

E. NOTICES. Any notice under this Agreement may be given by United
States Mail, postage prepaid, addressed as follows:
If to Health Plan: Kaiser Foundation Health Plan, Inc.
P.O. Box 116
Oakland, California 94604
If toa Member: To the latest address provided for the Member on

enroilment or change of address forms actually
delivered to Health Plan,

If to Group: To the address indicated in Section 10-E of the
Face Sheet.
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SCHEDULE TWO-—BENEFITS FOR SUBSCRIBERS AND FAMILY DEPENDENTS
OUTSIDE THE NORTHERN CALIFORNIA SERVICE AREA

This Schedule TWO supplements Schedule ONE and specifies the benefits available to Health Plan Members outside the Northern California

Service Area.

These benefits are added to assist a Member who sustains accidental injury or becomes ill while temporarily away from his regular residence and
from the Health Plan Service Area in Northern California. Accordingly, such benefits are limited to emergencies or other circumstances in which care is
required immediately and unexpectedly; elective care or care required as a result of circumstances which could reasonably have been foreseen prior to

departure from the Northern California Region is not covered.

A. SERVICE BENEFITS IN OTHER HEALTH PLAN SERVICE AREAS

Health Plan, either directly or thr.ou?h an affiliated corporation, con-
ducts _direct-service hospital and medical care programs in the Greater
Los Angeles Area in California, on the Island of Oahu, Hawaii, and in
Portland, Oregon and vicinity. Members regularly residing in the Northern
California Region, while temporarily in another Health Plan service area,
may receive hospital and medical services for emergency or other non-
clective medical care requirements. To obtain such services Members must
apply to a hospital or medical office, within such service area, which is
covered by a contractual arrangement maintained by Health Plan for

hospital or medical services and must pay applicable supplemental charges.

Services and supplemental charges shall be those prevailing_in such
service area for the Health Plan coverage generally provided within the
service arca which is most nearly comparable to the Member’s coverage in
the Northern California Region.

A description of such other service areas and a list of contracting
hospital and medical office faclities located therein may be obtained at
any Health Plan office in the Northern California Region upon request.

B. ADDITIONAL BENEFITS OUTSIDE THE NORTHERN CALIFORNIA SERVICE AREA

Subject to all the terms and conditions of the foregoing Service Agree-
ment as modified and supglemented by this Schedule TWO, a Member is
entitled to monetary benefits as provided in, and subject to the limitations
of, this Section B.

1. Accidental Injury Outside Northern California Service Area. If a Mem-
ber, while outside the Northern California Service Area, is accidentally
injured and receives emergency treatment, Health Plan shall, subject to
the limitations hereafter set forth, pay such Member up to an aggregate
aaxnlr;ém; of $500.00 on account of expenses actually incurred by such

ember for:

a. emergency medical services;
b. emergency hospital services;
¢. emergency ambulance service.

2. Emergency lliness Outside Northern California Service Area. If a Me[n-
ber becomes ill and rectluires emergency hospitalization while temporarily
more than thirty miles from his regular place of residence and outside the
Northern California Service Area, Health Plan shall, subject to the_limi-
tations hereafter set forth, pay such Member up to an aggregate maximum
of $500.00 on account of expenses actually incurred by such Member for:

a. hospital services received as a registered bed patient in a general
hospital;

b. medical services received as a registered bed patient in a general
hospital;

¢. emergency ambulance service.

Obstetrical Cases. Payment as outlined above will be made on account
of emergency hospitalization required as a result of_com%)licauons of preg-
nancy but not for normal delivery. Any unpaid portion of the supplemental
charge specified in Schedule ONE, Section J, will be offset against amounts
otherwise payable hereunder.

3. Continuing or Follow-up Treatment. Monetary payment on account of
accidental injury or emergency illness is limited tc emergency care required
before the Member can, without medicglly harmful or injurious conse-
quences, return to the Northern California Service Area or a Hospital or
Medical Office in the nearest Service Area. Benefits for continuing or
follow-up treatmsnt are provided only at_an appropriate Hospital or Med-
ical Office in_the nearest Service Area. If the Member obtains prior ap-
proval from Health Plan or a Physician in_ t4> nearest Service Area, a
portion of the $500.00 allowance may be applied toward the cost of neces-
sary ambulance service or other special transportation arrangements med-
ically required to transport the Member to such Service Area for contin-
uing or follow-up treatment.

4. Notification and Claims. Any Member having an emergency illness
within the scope of Section B-2 shall notify a Northern California Health
Plan office within forty-eight (48) hours after care is commenced.

No claim fpursuant to this Section B shall be allowed unless a complete
application for payment, on forms to be provided by Health Plan, is filed
with a Health Plan office in the Northern California Region within sixt

(60) days after the date of the first service for which payment is requested.
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KAISER FOUNDATION HEALTH PLAN, INC.

NORTHERN CALIFORNIA REGION

SCHEDULE ONE-B MEDICAL AND HOSPITAL SERVICES
GROUP MEMBERSHIP, B COVERAGE

Subject to all terms, conditions and definitions in the foregoing Service Agreement, Members holding “B” coverage are entitled to
receive the Medical and Hospital Services and other benefits set forth in this Schedule, upon payment of specified supplemental charges.
These services and benefits are available only in the Northern California Service Area and only if and to the extent that they are (1) pro-
vided, prescribed or directed by a Physician, and (2) requested and, except for house calls pursuant to Section C, contagious disease bene-
fits pursuant to Section K, and special benefits under Section M, received at a Hospital or Medical Office, all as defined in Section 1 of

the Service Agreement.

For services and other benefits available outside the Northern California Service Area, see Schedule TWO.

A. MEDICAL CARE IN HOSPITAL AND OFFICE

1. CARE WHILE HOSPITALIZED. All services of Physicians and
para-medical personnel as requested or directed by the Attending
Physician, including operations, other surgical procedures, anesthe-
sia, consultation with and treatment by specialists, laboratory and
X-ray services as specified in Section D, and physical therapy as
specified in Section E-1, are provided without charge while the
Member is admitted to a Hospital as a registered bed patient.

2. CARE IN MEDICAL OFFICES OR EMERGENCY DEPARTMENTS.

a. Diagnosis and Treatment. All services of Physicians and para-
medical personnel, as requested or directed by the Attending Physi-
cian, including surgical procedures, eye examinations for glasses,
and cornsultation with and treatment by specialists, are provided at
Medical Offices and Hospital emergency departments upon payment
of a $1.00 registration charge per visit.

b. Preventive Services. In addition to diagnosis and treatment,
Physicians’ services for health maintenance, including physical
check-ups and other preventive medical services, are provided upon
payment of a $1.00 registration charge per visit. X-ray and labora-
tory examinations in conjunction with physical check-ups are pro-
vided pursuant to Section D.

Physical examinations required for obtaining or continuing
employment or governmental licensing are not provided under
Health Plan coverage.

B. HOSPITAL CARE.

For each injury or illness requiring hospitalization, including
its recurrences and complications, 111 days of prescribed hospital
care will be provided during each calendar year without charge.
Hospital care includes room and board and general nursing care
while the patient is admitted to the Hospital as a registered bed
patient, and the following additional facilities, services and supplies
as prescribed: use of operating room, private room, intensive care
room and related hospital services; special diet, special-duty nursing,
and medications and supplies as specified in Section F. Prescribed
blood transfusions are provided without charge if blood is replaced
at a Medical Group Blood Bank. If blood is replaced at any other
blood bank, the Member is responsible for the applicable processing
charge. Prevailing Rates will be charged if blood is not replaced.
(A blood transfusion program is available to satisfy blood replace-
ment obligations for Members desiring to make periodic blood
contributions.)

C. HOUSE CALLS FOR EMERGENCIES OR ACUTE
CONDITIONS.

All necessary house calls by Physicians for emergencies or
acute conditions, and by visiting nurses when prescribed by a Phy-
sician, are provided within House Call Sesvice Areas. For Physi-
cians’ house calls, payment in accordance with the following
schedule is required:

Calls requested or made between

9 AM. and 5 P.M. $3.50 per call
Calls requested and made between
5P.M. and 9 A.M. $5.00 per call

An additional charge of $2.00 will be made for each additional
Member who requires attention at the same household.

No charge is made for prescribed calls by visiting nurses.

If, in the Physician’s judgment, more than two house calls are
required during a particular episode of treatment on account of an

_emergency or acute condition, no further payment for house calls

is required after the second house call.

D. X-RAY AND LABORATORY.

All prescribed X-ray and laboratory tests and services, includ-
ing diagnostic X-rays, X-ray therapy, fluoroscopy, electrocardio-
grams, metabolism, blood and urine and other laboratory tests,
and diagnostic clinical isotope services, are provided without charge.

E. PHYSICAL THERAPY AND NEUROMUSCULAR
REHABILITATION.

1. PHYSICAL THERAPY. Prescribed physical therapy will be pro-
vided upon payment of a $1.00 registration charge per visit. Physi-
cal therapy prescribed hereunder is limited to conditions which, in
the judgment of the Attending Physician, are subject to significant
improvement through relatively short-term therapy.

2. NEUROMUSCULAR REHABILITATION. More extensive specialized
physical medicine and rehabilitation services, including physical
therapy, provided at the Kaiser Foundation Rehabilitation Center
in Vallejo, are available to Members at Health Plan Rates if the
Attending Physician and the Kaiser Foundation Rehabilitation
Center medical staff, after consultation, are of the opinion that the
Member is apt to derive substantial benefits from a course of
treatment of limited duration at the Rehabilitation Center. Hospital-
ization at the Kaiser Foundation Rehabilitation Center primarily
for purposes of Neuromuscular Rehabilitation will be provided at
Health Plan Rates.

F. PRESCRIBED MEDICATIONS.

A reasonable charge is made for medications, for injectables,
for radioactive materials used for therapeutic purposes, for allergy
test and treatment materials, and for supplies furnished to out-
patients at Medical Offices, at Hospital emergency departments,
or on house calls. A moderate charge may be made for adminis-
tration of medications supplied by the patient.

During the 111-day period of prepaid hospitalization specified
in Section B of this Schedule, all prescribed medications, injectables,
radioactive materials used for therapeutic purposes, allergy mater-
ials and supplies are provided without charge.

Prescribed dressings and casts are provided without charge to
Members at Hospitals, Medical Offices or on House Calls.




G. EMERGENCY AMBULANCE SERVICE.

Necessary ambulance service will be provided without charge
within the Service Area if such service is ordered or approved by
a Physician.

H. PRE-EX'_ING CONDITIONS.

In the case of any Pre-existing Condition, Members are en-
titled to the same benefits upon the same conditions as are other-
wise specified in this Schedule, subject, however, to the following
provisions:

1. NO ADDITIONAL PAYMENT. Services of Physicians and para-
medical personnel as specified in Sections A and C are furnished
on payment of supplemental charges as provided in said Sections.

2. HEALTH PLAN RATES. All other benefits listed in Sections B
through E except prescribed special-duty nursing and blood trans-
fusions are previded upon payment of Health Plan Rates. Pre-
scribed items as specified in Section F are provided at reasonable
rates to both outpatients and hospitalized patients.

3. PREVAILING RATES. Special-duty nursing is provided at Pre-
vailing Rates.

4, BLOOD TRANSFUSIONS. Prescribed blood transfusions are
provided on the same basis and subject to the same charges as
specified in Section B.

J. OBSTETRICAL CARE.

Full obstetrical care, after pregnancy is confirmed, including
all applicable benefits set forth above, is provided upon payment of
$60.00 if confinement is due after ten months’ continuous member-
ship, or upon payment of $140.00 if confinement is due before ten
months’ continuous membership. The supplemental charges speci-
fied in Section A of this Schedule will not be made for obstetrical
care.

Obstetrical care includes the following services for the mother
before and during confinement and during the post partum period:
Hospital care, including use of delivery room; all services of
Physicians including operations and special procedures such as
Caesarean sections if necessary; anesthesia; medications, including
injectables; X-ray and laboratory services as required for conditions
relating to pregnancy.

Outpatient medications, including injectables, are subject to a
reasonable charge.

Care for the newborn child is provided during the mother’s
confinement.

INTERRUPTED PREGNANCY. If care is required for interrupted
pregnancy, Prevailing Rates shall be charged for all services rend-
ered, but payment required hereunder shall not exceed two-thirds
of the payment above specified for full obstetrical care.

INFERTILITY STUDIES. If requested by a Member, an infertility
study series will be conducted under the direction of a Physician
upon payment of a reasonable charge for the tests.

@
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K. CONTAGIOUS DISEASES.

Diagnostic services and house calls are provided for contagious
diseases; however, house calls are not provided for tuberculosis or
acute or contagious poliomyelitis after diagnosis. Hospitalization
will be provided if a Member is hospitalized at the direction of a
Physician for treatment of a contagious disease in a Hospital.

In the case of contagious diseases, other than tuberculosis or
acute or contagious poliomyelitis, for which isolation facilities or
techniques are either required by Public Health authorities or
medically recommended, and which, in the judgment of the Attend-
ing Physician, require hospital care, a Member, who is admitted at
the direction of his Attending Physician to a hospital which does
not contract with Health Plan, for treatment of such a contagious
disease, will be reimbursed up to an aggregate maximum of $300.00
on account of expenses actually incurred by such Member for
hospital and medical services. A current list of such contagious
diseases may be obtained from any Health Plan office upon request.

A portion of the $300.00 allowance may be applied toward
the cost of necessary ambulance service to a hospital which does
not contract with Health Plan if such service is ordered by a
Physician.

All benefits for treatment of contagious diseases are subject to
all the terms and conditions contained in this Ben=fit Schedule,
including supplemental charges.

L. POST-POLIO REHABILITATIVE CARE.

If ordered by the Attending Physician, post-polio rehabilita-
tion, following the contagious and acute stage, provided at the
Kaiser Foundation Rehabilitation Center in Vallejo, including hos-
pitalization, if necessary, and incidental Hospital and Medical
Services as medically indicated, is furnished to Members without
charge under these circumstances:

1. This benefit is limited to persons who (a) contracted polio-
myelitis after March 31, 1954, (b) were Members prior to contract-
ing poliomyelitis, and (c) have maintained continuous membership.

2. Rehabilitative care under this benefit is limited to the lesser
of (a) a maximum period of one year or (b) a maximum value -of
$2,500 computed at Prevailing Rates for all services rendered.

M. PAYMENT IN LIEU OF SERVICE BENEFITS.

If, in the professional judgment of Medical Group, a Member
requires Medical or Hospital Services included in the coverage of
this Service Agreement which require skills not available within
Medical Group or facilities not available in Hospitals and Medical
Offices, and Medical Group determines that it would be in the best
interests of the Member to obtain care from another source in the
community, then, upon written referral by Medical Group, pay-
ment, in lieu of sérvice benefits hereunder, will be made for pre-
scribed services within the coverage of this Agreement subject to
the foilowing limits: Medical Services will be reimbursed under the
California Medical Association’s Relative Value Study, Third Edi-
tion, using a unit value of $4.00. Charges for Hospital Services
will be reimbursed in accordance with the benefits to which the
Member would be entitled at a contracting Hospital.
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KAISER FOUNDATION HEALTH PLAN, INC.

A Nonprofit Corporation
Northern California Region

AMENDMENT I TO
GROUP MEDICAL AND HOSPITAL SERVICE AGREEMENT

Subsection O of Section 1. DEFINITIONS, is amended as follows.

1. DEFINITIONS

0. “Service Area” shall mean that geographical area within the sixteen Northern California
counties (Alameda, Amador, Contra Costa, El Dorado, Marin, Napa, Placer, Sacramento, San Fran-
cisco, San Mateo, Santa Clara, Solano, Sonoma, Sutter, Yolo and Yuba) lying within a radius of

thirty miles of any Hospital or Medical Office.

May 1, 1965
AMENDMENT II TO

Effective July 1, 1965, in the case of any Pre-Existing Condition, Members
are entitled to the same benefits upon the. same conditions as are otherwise speci-
fied in the applicable Benefit Schedule. Therefore, the Group Medical and Hospital

Service Agreement and the applicable Benefit Schedule or Schedules are amended

as follows:

A. Group Medical and Hospital Service Agreement
1. Section 1-Q, Pre-Existing Condition, is deleted.

2. Section 6-B, the limitation on Pre-Existing Conditions is deleted.

B. Applicable Benefit Schedule or Schedules

Section H. PRE-EXISTING CONDITIONS, is deleted.
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