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Health Advantage renoe o e
- @ GROUP ENROLLMENT CONTRACT

An Independent Licensee of the Blue Cross and Blue Shield Association

The Health Advantage Group Enroliment Contract, Form #30-01, and 30-02 are hereby amended.
COVENANTS OF THE GROUP is hereby amended to add the following new provision.

Group to Distribute and Account for Premium Rebates

In the event federal or state law requires Health Advantage to rebate a portion of an annual
premium payment, Health Advantage will pay the Group the total rebate applicable to the Group
Contract, and Group, on behalf of Health Advantage, will distribute from the rebate a pro-rata
share of the rebate to each Subscriber and former Subscriber based upon their contribution to
the premium rebated.

Group shall assure appropriate notification to federal and state tax agencies and that each
payment to Subscribers and former Subscribers will be accompanied by appropriate federal and
state documentation, e.g. Form 1099.

Group shall develop and retain records and documentation evidencing accurate distribution of
any rebate and shall provide such records to Health Advantage upon request. Such records

shall include:

1. The amount of the premium paid by each Subscriber;

2. The amount of the premium paid by the Group;

3. The amount of the rebate provided to each Subscriber;

4, The amount of the rebate retained by the Group; and

5. The amount of any unclaimed rebate and how and when it will be or was distributed.

Group will assure that any unclaimed rebate amounts will be reported in accordance with the
unclaimed property laws of the applicable Subscriber’s state of domicile.

Group will indemnify Health Advantage in the event Health Advantage suffers any fines,
penalties or expenses, including reasonable attorney’s fees, due to the Group’s failure to carry
out its obligations under this Section 2.10 of the Group Contract.

GENERAL PROVISIONS, “Right of Rescission” is hereby amended to read as follows.
Right of Rescission

Fraud or intentional misrepresentation of material fact(s) may be used by Health Advantage as
the basis for rescission of coverage of the Contract Holder, any Subscriber or any Dependent.

GENERAL PROVISIONS, “Termination of This Contract” is hereby amended to add the following new provision.

7. If this Contract terminates due to nonpayment of premium, the Group may be eligible
for reinstatement in the sole discretion of Health Advantage, provided certain conditions
are met. The following items are required to be submitted for reinstatement to be

considered.
a. Payment via cashier’s check for all premiums due;
b. Payment via cashier's check of a non-refundable reinstatement application fee

in the amount of $350 (or such other amount as may be deemed by Health
Advantage to cover reinstatement processing); and

C. Completion and return of a signed group application for reinstatement.

A reinstatement request, together with the above requirements must be submitted
within fifteen (15) days of the date on the “confirmation of termination” letter. The
reinstatement request will then be forwarded to a designated underwriter for review.
Following review (which Health Advantage will attempt to complete on most
applications within 3-5 business days), the Group will be notified of the decision
regarding the reinstatement request.
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GENERAL PROVISIONS, “Refund of Premiums” is hereby amended to read as follows.
Refund of Premiums

If Health Advantage terminates the coverage of a Member, premium payments received on
account of the terminated Member applicable to periods after the effective date of termination
shall be refunded to the Employer, unless the Member had made a contribution to the premium
and there was no basis for rescission. Such refund shall be made within 30 days, and Health
Advantage shall have no further liability under this Group Contract.

If the Employer terminates coverage of a Member, Health Advantage shall refund premium
payments applicable to periods after the effective date of termination, provided that the
Employer can demonstrate that the Member made no contribution to such premium payments.
The Employer must request Health Advantage refund premiums paid for such Member's
coverage within 60 days from the effective date of termination of such coverage. Failure of the
Employer to make a refund request within 60 days of the effective date of termination of the
Member’s coverage shall result in the Employer waiving refund of any premiums paid for such
coverage. If claims have been paid past the termination date, the payment amount of the
claims will be deducted from premium refunds.

GENERAL PROVISIONS, Subsection 4.20 is hereby amended to read as follows.

Out-of-Arkansas Services. Health Advantage has a variety of relationships with other Blue
Cross and/or Blue Shield Licensees referred to generally as “Inter-Plan Programs.” Whenever
Members access healthcare services outside the geographic area Health Advantage serves,
the State of Arkansas, the claim for those services may be processed through one of these
Inter-Plan Programs and presented to Health Advantage for payment in accordance with the
rules of the Inter-Plan Programs policies then in effect. The Inter-Plan Programs available to
Members under this contract are described generally below.

Typically, Members, when accessing care outside the geographic area Health Advantage
serves, obtain care from healthcare providers that have a contractual agreement (i.e., are
“participating providers”) with the local Blue Cross and/or Blue Shield Licensee in that other
geographic area (“Host Blue”). In some instances, Members may obtain care from non-
participating healthcare providers. Health Advantage payment practices in both instances are
described below.

Health Advantage covers only limited healthcare services received outside of our service area.
As used in this subsection, 4.20 “Out-of-Arkansas Covered Healthcare Services” include for
example, emergency care or urgent care obtained outside the geographic area we serve. Any
other services will not be covered when processed through any Inter-Plan Programs
arrangements. These “other services” must be provided or authorized by Member’s primary
care physician (“PCP”).

1. BlueCard® Program

Under the BlueCard® Program, when Members access covered healthcare services
within the geographic area served by a Host Blue, Health Advantage will remain
responsible to you for fulfiling Health Advantage’s contractual obligations. However, in
accordance with applicable Inter-Plan Programs policies then in effect, the Host Blue
will be responsible for providing such services as contracting and handling substantially
all interactions with its participating healthcare providers.

The financial terms of the BlueCard Program are described generally below. Individual
circumstances may arise that are not directly covered by this description; however, in
those instances, our action will be consistent with the spirit of this description.

a. Liability Calculation Method Per Claim

The calculation of the Member liability on claims for covered healthcare
services processed through the BlueCard Program, if not a flat dollar
copayment, will be based on the lower of the healthcare provider's billed
covered charges or the negotiated price made available to Health Advantage
by the Host Blue.
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Host Blues may use various methods to determine a negotiated price,
depending on the terms of each Host Blue’s healthcare provider contracts. The
negotiated price made available to Health Advantage by the Host Blue may
represent a payment negotiated by a Host Blue with a healthcare provider that
is one of the following:

0] an actual price. An actual price is a negotiated payment without any
other increases or decreases, or
(i) an estimated price. An estimated price is a negotiated payment

reduced or increased by a percentage to take into account certain
payments negotiated with the provider and other claim- and non-claim-
related transactions. Such transactions may include, but are not limited
to, anti-fraud and abuse recoveries, provider refunds not applied on a
claim-specific basis, retrospective settlements, and performance-
related bonuses or incentives; or

(iii) an average price. An average price is a percentage of billed covered
charges representing the aggregate payments negotiated by the Host
Blue with all of its healthcare providers or a similar classification of its
providers and other claim- and non-claim-related transactions. Such
transactions may include the same ones as noted above for an
estimated price.
Host Blues using either an estimated price or an average price may, in
accordance with Inter-Plan Programs policies, prospectively increase or reduce
such prices to correct for over- or underestimation of past prices (i.e.,
prospective adjustments may mean that a current price reflects additional
amounts or credits for claims already paid to providers or anticipated to be paid
to or received from providers). However, the amount paid by the Member is a
final price; no future price adjustment will result in increases or decreases to the
pricing of past claims. The BlueCard Program requires that the price submitted
by a Host Blue to Health Advantage is a final price irrespective of any future
adjustments based on the use of estimated or average pricing.

A small number of states require a Host Blue either (i) to use a basis for
determining Member liability for covered healthcare services that does not
reflect the entire savings realized, or expected to be realized, on a particular
claim or (ii) to add a surcharge. Should the state in which healthcare services
are accessed mandate liability calculation methods that differ from the
negotiated price methodology or require a surcharge, Health Advantage would
then calculate Member liability in accordance with applicable law.

Return of Overpayments

Under the BlueCard Program, recoveries from a Host Blue or its participating
healthcare providers can arise in several ways, including, but not limited to,
anti-fraud and abuse recoveries, healthcare provider/hospital audits, credit
balance audits, utilization review refunds, and unsolicited refunds. In some
cases, the Host Blue will engage a third party to assist in identification or
collection of recovery amounts. The fees of such a third party may be netted
against the recovery. Recovery amounts determined in this way will be applied
in accordance with applicable Inter-Plan Programs policies, which generally
require correction on a claim-by-claim or prospective basis.

Non-Participating Healthcare Providers Outside Health Advantage’s Service Area

a.

Member Liability Calculation

When Out-of-Area Covered Healthcare Services are received from non-
participating healthcare providers, the amount(s) a Member pays for such
services will generally be based on either the Host Blue’s nonparticipating
healthcare provider local payment or the pricing arrangements required by
applicable state law. In these situations, the Member may be responsible for
the difference between the amount that the non-participating healthcare



provider bills and the payment Health Advantage will make for the covered
services as set forth in this paragraph.

b. Exceptions

In some exception cases, Health Advantage may pay claims from
nonparticipating healthcare providers for Out-of Area Covered Healthcare
Services based on the provider’s billed charge, such as in situations where a
Member did not have reasonable access to a participating provider, as
determined by Health Advantage in our sole and absolute discretion or by
applicable state law. In other exception cases, we may pay such a claim based
on the payment we would make if Health Advantage were paying a non-
participating provider for the same covered healthcare services inside of Health
Advantage’s service area, as described elsewhere in this contract where the
Host Blue’s corresponding payment would be more than Health Advantage’s in-
service area non-participating provider payment, or in our sole and absolute
discretion, we may negotiate a payment with such a provider on an exception
basis. In any of these exception situations, the Member may be responsible for
the difference between the amount that the non-participating healthcare
provider bills and the payment Health Advantage will make for the covered
services as set forth in this paragraph.

This amendment becomes a part of the Health Advantage Group Enrollment Contract. All provisions of the
Group Enrollment Contract which are not contrary to the provisions of this amendment remain in full force and
effect.

David F. Bridges, President
HMO PARTNERS, INC, d/b/a/ HEALTH ADVANTAGE
P.O. Office Box 8069, Little Rock, Arkansas 72203-8069
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