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GROUP MEDICAL INSURANCE AFTER RETIREMENT

Continuation Eligibility

If you qualify under the State of Tennessee’s Insurance Committee rules, you may continue
insurance coverage for yourself and your dependents into retirement. These are not the
eligibility rules under which you qualified for retirement. The State’s insurance continuation
rules are that you must not yet be Medicare eligible (typically at age 65) when you retire and you
meet one of the following three tests:

Eligible retirees must have at least ten years of employment to continue insurance coverage.
Accumulated unused sick leave may be counted. Military service that did not interrupt
employment, educational leave, leave of absence, or service with a local government agency
cannot be counted.

The eligibility guidelines for continuation of insurance coverage are as follows:

» Ten years of employment with the state or a participating local education agency,
must be age 55 and at least three years of insurance coverage in the plan
immediately prior to retirement. The date of retirement must immediately follow
the employee’s date of final termination from employment.

> At least 20 or more years of employment with the state or a participating local
education agency, must be age 55 and at least one year of insurance coverage in
the plan immediately prior to retirement. The period of time between the
employee’s final termination date and the retirement date may be up to five years.

» Twenty-five years of employment with the state or a participating local education
agency and one continuous year of insurance coverage immediately prior to
retirement. The one-year and three-year participation requirement will be waived
if the local education agency has not participated in the plan for that length of
time.

The reference to the Plan is the State of Tennessee Group Basic Medical Insurance Plan
including the three options (Preferred Provider Organization, Health Maintenance Organization
or Point of Service) for providing coverage.

Coverage For You and Your Eligible Dependents Until Medicare Eligible

You may continue the State of Tennessee group medical insurance with the same provisions,
except life insurance, as your current policy until you are Medicare eligible. Medicare eligibility
is typically at age 65, but can occur due to a variety of medical circumstances at any age. If you
are enrolled in Family Coverage at the time you retire, you may continue this coverage for your
spouse until he/she is Medicare eligible and for your eligible dependents until they are no longer
eligible for coverage due to age or status or Medicare eligibility.

You may also continue the life insurance portion of your group medical policy by converting this
to an individual plan at the time of retirement.
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Options While Continuing Insurance

This group medical coverage includes the same plan options (PPO, HMO and POS) that you
currently have with a choice during the annual enrollment period every fall (October 15" —
November 14™) to change among options for the upcoming year.

Insurance Cost and State Contribution

The State of Tennessee makes a monthly contribution for you, as a State retiree, to continue your
insurance coverage. As an active employee, the State through the University pays 80 percent of
the total insurance premium. The amount of the contribution for continuation of insurance as a
retiree is based upon your retirement creditable years of Tennessee employment. Only actual
service in the State of Tennessee and creditable service for unused sick leave accrued while
employed by the State will count for insurance purposes. If you become Medicare eligible
before your spouse, your years of service will continue to be used to calculate the premium
he/she will pay.

What Happens to My Medical Insurance If | Become Disabled?

If you become totally and permanently disabled while covered under the PPO medical plan, you
(as a former employee) may continue health coverage, for that condition only, for one year at no
cost. Coverage is not provided for any other injury or illness and is in lieu of any other option
offered by the state group insurance program. To be granted a waiver of premium you must
apply to the Division of Insurance Administration. You must request this continuation option
within one month of your termination date. If you completed at least five years of service, you
may be able to continue health coverage beyond one year if you are determined to be totally and
permanently disabled in accordance with the TCRS medical review panel or submission of an
award letter from Social Security Administration and are covered under the state group insurance
program at the time the disabling injury or illness occurred. If you remain disabled for a period
of two years and become eligible for Medicare Part A and B, you are required to purchase
Part B. Medicare will become primary at this time. Your coverage through the state will
become secondary. The state coverage will remain primary for a period of 30 months if
diagnosed with end-stage renal disease. You will remain eligible for the state coverage until you
become eligible for Medicare due to age.

Medigap after Medicare Eligible

Once you become Medicare eligible, and you are retired, your primary insurance will be
Medicare Part A (Hospital), Part B (Medical) and Part D (Prescriptions), and you may not
continue the State’s basic group health insurance. At that point, the State offers Medigap, a
Medicare supplement insurance, which may pay many of the expenses that Medicare will not

pay.
Medicare Costs

As an active employee, you pay 1.45 percent of covered salary for FICA: Medicare. This
contribution as an active employee entitles you to coverage in Medicare Part A (Hospital Group
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Insurance) beginning at age 65 at no cost. You may start Medicare Part A when you reach age
65 even if you continue to work and use it as a co-insurance to our group plan. Coverage in
Medicare Part B (Supplementary Medical Insurance) and Medicare Part D (Prescription Drug
Plan) is optional, and you may elect to enroll without penalty within 30 days of retirement if you
work past age 65 or within 30 days of attaining age 65 — if you retire before age 65.

Part B (Medical Insurance) Monthly Premium 2009

If Your Yearly Income ls: You Pay
File Individual Tax Return* File Joint Tax Return*
$85,000 or below $170,000 or below $96.40
$85,001- $107,000 $107,001 - $214,000 $134.90
$107,001 - $160,000 $214,001 - $320,000 $192.70
$160,001 - $213,000 $320,001 - $426,000 $250.50
Above $213,000 Above $426,000 $308.30

*yearly modifi ed adjusted gross income
The current rate for Medicare Part D is approximately $37.00 per month for the calendar year
2009. Medicare is an individual policy, so both you and your spouse will need to participate in,
and pay for, the Part B and D coverage.

For additional help with selecting the Medicare Part D (prescription coverage) you may contact
Tennessee’s State Health Insurance Assistance Program (SHIP) at 1-877-801-0044. They
provide free and objective counseling and assistance with questions or problems regarding
Medicare and other related health insurances.

The Tennessee Plan:
The State of Tennessee offers The Tennessee Plan to retired state employees and their eligible
spouses and dependents. Individuals with Medicare coverage will likely need The Tennessee

Plan to help cover some of the expenses that Medicare does not. This coverage helps fill most of
the coverage gaps that Medicare creates. The Tennessee Plan is a standard Medicare
supplemental policy comparable to Medicare Supplemental Plan D.

Any retired state employee receiving a monthly retirement allowance from the Tennessee
Consolidated Retirement System (TCRS) or higher education optional retirement plan who is
eligible for Medicare Part A may apply for coverage under this plan.

Individuals who qualify and enroll for coverage within 60 days of their initial eligibility cannot
be denied coverage because of age or health. The Tennessee Plan offers quality coverage at
lower group premium rates. Since the premiums are not based on age, they will not increase just
because you get older.
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This Tennessee Plan will coordinate with expenses paid by Medicare. In addition the Plan pays
for the following:

e Part A Deductible

o Additional Days of Hospital Care (100% of remaining charges)

o Additional Days of Skilled Nursing Facility Care (up to 80 additional days per
period)

Other Medical Services including:
e Oxygen and related equipment
e Services of independent physical, speech or occupational therapist

Prescription drugs are not covered under the Tennessee Plan and all supplemental plan members
are encouraged to enroll in Medicare Part D for prescription drug needs. Insurance companies
and other organizations are authorized by Medicare to offer pharmacy benefit plans.

Medigap Rates and State Contribution Towards Medigap Coverage

The State of Tennessee makes a monthly contribution for State retirees toward the cost of the
Medigap insurance program based upon your years of Tennessee employment. Only actual
service in the State of Tennessee and creditable service for unused sick leave accrued while
employed by the State will count for Medigap insurance purposes. Once your spouse becomes
Medicare eligible, he/she will be eligible for the Medigap program, but the State does not make a
monthly contribution for your spouse’s Medigap premium.

The State of Tennessee makes their contribution toward the State Medigap plan offered. They
will not make payments to other Medicare supplement plans with other companies, nor will they
make a payment to the retiree for them to use for other insurance plans.

Dental Coverage for Retirees

Benefits Administration now has two dental benefit options for eligible retirees. One is a
prepaid plan administered by Assurant Employee Benefits. The prepaid plan provides services
at a set copayment amount. The other is a preferred provider option (PPO) administered by
Delta Dental. It offers services with co-insurance, which is a percentage of the cost of the
services. Please note: the PPO has a 12-month waiting period for Crowns, Prosthodontics,
Implants and Orthodontics. To be eligible for dental insurance, retirees must receive a TCRS
benefit or an optional retirement plan benefit offered by higher education. Any retiree of state,
local education or local government who meets on of these eligibility requirements may enroll
in one of the dental plans. The benefits of the prepaid plan differ from those for active and
COBRA participants. Please see the dental comparison chart for retirees for more information.
If you do not receive your notification letter within 30 days after your insurance terminates, you
should contact Benefits Administration.
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Continuation of Long Term Care at Retirement

Retiring employees who wish to continue their long term care insurance must contact
MedAmerica Insurance Company directly and speak to a representative. Please call their
Customer Service at 1-866-615-LTCi (5824) to convert the policy to an individual plan.
Otherwise, you will not have long term care insurance.

Continuation of Long Term Disability Coverage at Retirement
Employees may not convert their long term disability coverage at retirement. Your coverage will
cease at the end of the month of retirement.

Continuation of Life Insurance at Retirement

Retiring employees who wish to continue their life insurance must contact the State’s Life
Insurance Carrier directly and convert the policy to an individual plan. Otherwise, you will not
have life insurance.

Optional Universal Life or

Optional Term Life Insurance UnumProvident 1-866-298-7636
Basic Life Insurance Fort Dearborn 1-800-348-4512
Long Term Care MedAmerica 1-866-615-5824

Disability Retirement — Continuation of Life Insurance — Waiver of Premium

If an employee becomes totally and permanently disabled before the age of 60 and remain
disabled for nine consecutive months, they may be able to continue their basic term life, optional
term life or optional universal life on yourself and your covered dependents until you turn 70 by
filing for a Waiver of Premium. The life insurance companies determine whether your disability
is considered total and permanent. To be granted a waiver of premium you must apply to the
Life Insurance Company.
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State Retiree Monthly Health Insurance Premiums
(Rates Effective 1/1/2010) - - Under 65 Coverage

BlueCross BlueShield PPO

Cigna HMO - Memphis

Cigna HMO - Nashville

United HMO - East

Cigna POS

Single or Spouse Only
Family
Dependents Only

Single or Spouse Only
Family
Dependents Only

Single or Spouse Only
Family
Dependents Only

Single or Spouse Only
Family
Dependents Only

Single or Spouse Only
Family
Dependents Only

Dental Coverage Monthly Premiums

(Rates Effective 1/1/2010)
RETIRED EMPLOYEES

Prepaid Plan
Head of contract

Head of contract plus one dependent

12.07
19.53

Head of contract plus two or more dependents 29.91

Preferred Provider Option

Head of contract

Head of contract plus one dependent

24.63
45.94

Head of contract plus two or more dependents 67.49
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YEARS OF SERVICE

30 years
or more

107.62
268.69
161.07

101.85
253.96
152.11

101.34
253.72
152.38

101.94
254.53
152.59

103.22
257.72
154.50

20-29
years

161.43
403.03
241.60

152.77
380.95
228.18

152.01
380.57
228.56

152.92
381.79
228.87

154.83
368.58
231.75

less than
20 years

215.24
537.38
322.14

203.69
507.93
304.24

202.68
507.43
304.75

203.89
509.06
305.17

206.44
515.44
309.00



2010 Medicare Supplement Monthly Premiums - - Over 65 Coverage

Base monthly premium

30+ years of service

20-29 years of service
15-19 years of service

less than 15 years
dependents (spouse)

local education support staff

local government

The Tennessee Plan Benefit Summary - Medicare Supplemental Plan D

MEDICARE GAPS FOR 2010
What you owe after Medicare pays

BASIC BENEFITS
$275/day for 61-90 days in hospital

$121

State
Support

$50.00

$37.50

$25.00
$0.00
$0.00
$0.00
$0.00

$550/day for 60 lifetime reserve hospital days
$20% patient's share of approved medical expense

First 3 pints of blood

SKILLED NURSING COINSURANCE
$137.50/day 21st-100th day

PART A DEDUCTIBLE
$1,100/hospital admission

PART B DEDUCTIBLE
$155/calendar year for medical expenses

PART B EXCESS
Medical expense over approved amount

FOREIGN TRAVEL EMERGENCY

Emergency care beginning during first 60 days of trip outside USA (after $250

deductible, benefits limited to $50,000/lifetime)

AT HOME RECOVERY

You Pay

$ 71.00
$ 83.50
$ 96.00
$121.00
$121.00
$121.00

$121.00

Up to $40/visit (limited to 7 visits/week and $1,600/calendar year)

PRESCRIPTION DRUGS

Outpatient prescription drugs covered through Medicare Part D

Revised 12/16/09

THE TENNESSEE PLAN
Benefits

Covered

Covered

Covered

Not Covered

Not Covered

Covered at 80%

Covered

Not Covered



