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COSTCO EMPLOYEE BENEFITS PROGRAM

Your good health and well-being are important to Costco. That's why we are pleased to offer the
Employee Benefits Program, designed to promote your health and personal welfare.

The Program includes a wide range of plans that can help you and your family deal with many financial
challenges such as:

o the high cost of healthcare and long term care,

e loss of income due to disability,

¢ the impact on your family if you were to die or become seriously injured, and

e your out-of-pocket costs for dependent care or healthcare.

Keep in mind, the benefits provided by the Costco Employee Benefits Program are not accrued,
guaranteed, or lifetime benefits. The Plan Sponsor, Costco Wholesale Corporation, may amend, change
or discontinue them at any time. If Program provisions described in this Summary Plan Description
change, Costco will send you a Summary of Material Modifications (SMM) describing the changes.

ABOUT YOUR COSTCO SUMMARY PLAN DESCRIPTION

This Summary Plan Description (SPD) is your copy of the plan document for the Costco Employee
Benefits Program. Other plan documents are described below.

Of course, it’s not possible for this SPD to include every detail or circumstance that may apply to you.
However, in here you'll find a general explanation of the plans that make up the Program and how they
work, including:

e who is eligible to participate,

e how to enroll for coverage,

e what the plans pay in benefits, and

e plan exclusions and limitations.

This SPD supersedes prior summaries, plan documents (other than the Cafeteria Plan and existing
insurance contracts), and addenda. Provisions described in this SPD are effective on or after August 29,
2010. To understand benefits available for claims arising before that date, you should consult prior
documents.

COSTCO BENEFITS WEB SITE AT WWW.COSTCOBENEFITS.COM

As a companion to this Summary Plan Description, please refer to the Costco Benefits web site,
www.costcobenefits.com. This site is designed to be a user-friendly information and enroliment resource
especially for Costco Employees.

Among other functions, this site gives you access to the Enrollment Web Site. You can go there to enter
or change your benefit elections during initial or Annual Open Enroliment and after certain mid-year
changes in your personal or job status.

Throughout this SPD, you'll find references to www.costcobenefits.com and how you can use it to
understand your benefits and make the Program work better for you and your family. For example, the
site includes:

e Online versions of benefit-related booklets and plan highlights

o Benefit-related forms including claim forms

¢ Online beneficiary designations for life insurance and other survivor benefits
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e Links to various benefit-related sites, such as Aetna Navigator, healthcare provider directories
customized specially for Costco Employees, and tips for getting and staying healthy.

e Personalized benefit information about you and your current coverage, on the secure portion of the
site

OFFICIAL PLAN DOCUMENTS

This Summary Plan Description, the Costco Wholesale Corporation Cafeteria Plan (Cafeteria Plan), and
various insurance contracts are the ERISA plan documents for the Costco Employee Benefits Program.
You may request copies of any of these documents from the Costco Employee Benefits Department.

e Costco Employee Benefits Program Summary Plan Description is the plan document for Costco
healthcare plans, including the medical, vision care, prescription drug, mental health and substance
abuse, and dental plans and the Care Network and Smoking Cessation Plan.

o Costco Wholesale Corporation Cafeteria Plan is the plan document for the Cafeteria Plan under
which you may make pre-tax contributions to the Health Care Reimbursement Account (HCRA) and
Dependent Care Assistance Plan (DCAP) and pay pre-tax for healthcare and elective LTD premiums.

e  Insurance contracts are the plan documents for the Life, AD&D, Business Travel Accident, Voluntary
Short Term Disability, Long Term Disability and Long Term Care Insurance Plans. The plans and the
benefits they pay are limited by all the terms, exclusions, and limitations of those contracts in force at
the time of the covered incident. Costco Wholesale Corporation, as Program Sponsor, reserves the
right to change insurance carriers and contracts. If Costco Wholesale Corporation makes any such
changes, the benefits coverage described in this SPD may not be accurate.

In the event of conflict or ambiguity between this Summary Plan Description and the Cafeteria Plan
document or insurance contracts, the Plan document or contracts will control unless otherwise noted in
this book. Also, the Program, Costco, its Employees, program fiduciaries, and administrators are not
bound by any oral or written communication that conflicts with these documents.

Officers and Employees of Costco at the various Costco Locations and other third parties are not

authorized to represent or speak on behalf of the Employee Benefits Program, the Plan Administrator, the
Benefits Committee, the Claims Administrator or Claims Fiduciary for any plan.
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INTRODUCING THE COSTCO EMPLOYEE BENEFITS
PROGRAM

Information Resources
Costco Benefits Web Site www.costcobenefits.com

Costco Enroliment Center 1-800-541-6205

Costco Employee Benefits Department 1-800-284-4882

The Costco Employee Benefits Program includes
a variety of health and welfare plans. These plans
are available to Costco Employees and their
Eligible Family Members.

If you're eligible, Costco will pay in full for your
coverage under some of these plans, while you
and Costco will share in the cost of healthcare and
certain other coverage. For most elective
coverage, you must pay the full cost. Your share of
any costs of coverage are withheld from your
paychecks throughout the year.

Program Glossary

A number of key phrases and words capitalized
throughout this section of your SPD have specific
meanings as they apply to the Costco Employee
Benefits Program.

To understand your benefits, you may need to
know the detailed definitions of those terms. These
can be found in the Costco Employee Benefits
Program Glossary starting on page 147.

To receive benefits from most Costco plans, you must be enrolled in the plans when you incur covered
expenses. Once you become benefits-eligible, Default Coverage is automatic. This includes, for example,
healthcare and certain other coverage for you but not your family.

Instead of Default Coverage, you may make your own elections and enroll Eligible Family Members within
certain deadlines. You may enter your choices on the Costco Enrollment Web Site, available at
www.costcobenefits.com, or by calling the Enroliment Center at 1-800-541-6205.

You may first enter your elections during your initial enrollment period. After that, you may change your
elections each year during the Annual Open Enroliment period. You may also be allowed to make limited
mid-year election changes following certain changes in your personal or work status.

YOUR BENEFIT ENROLLMENT WORKSHEET

The Costco Employee Benefits Department will mail you a personalized Benefit Enroliment Worksheet at
certain times during your career as an Employee. Each personalized Benefit Enroliment Worksheet you
receive will include benefit information specifically related to your circumstances, including your election

options and deadlines for making changes.

You can expect to get a worksheet, for example:

e During your initial eligibility waiting period, as notification that you are eligible to enroll for coverage.
e Before Annual Open Enrollment, as confirmation of your current coverage.
e Following a change in your work status or hours or any other work event that will affect your current

coverage or allow you to change your elections.

Since Benefit Enrollment Worksheets are sent to your most recent mailing address on file, be sure to
promptly report any changes in residence to your payroll or Benefits Representative.

ELIGIBILITY AND ENROLLMENT AT WWW.COSTCOBENEFITS.COM

The Costco Benefits web site provides all kinds of functions related to eligibility and enroliment. For

example, from the home page you can click on:
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e Benefit Enroliment and Changes to log onto the secure enroliment system. This is where you can
enter your initial benefit elections, make permitted mid-year election changes, or see your current
coverage including family elections.

¢ Annual Open Enrollment (available only during Annual Open Enroliment period) to change your
current elections, including family coverage, for the coming year.

e Booklets and Forms to obtain benefit-related booklets, any additional paperwork you may need to
complete enroliment, and other forms such as claim forms.

To access personalized information from the site, you will need to enter your six-digit Employee ID
number shown on your Benefit Enroliment Worksheet. You will also need to use a Personal Information
Number (PIN). Initially, your PIN will be the last four digits of your Social Security Number. You'll need to
change this to the PIN of your choice the first time you log on to the system.

PROGRAM AT A GLANCE

Following is an overview of the various benefit plans included in the Employee Benefits Program along
with a list of who to contact for questions about coverage or claims. For general questions, feel free to
contact the Costco Employee Benefits Department at 1-800-284-4882 weekdays from 7:00 am to 5:00

pm Pacific Time.

Plans

Medical plans pay
benefits for covered
healthcare expenses

Costco Employee Benefits Program
' Toll-free numbers and web sites

Options

e Choice Plus; Choice Plus for
Part-Time Employees;
Freedom of Choice

e HMSA HMO or PPO, in
Hawaii.

Enrollment in the Costco or
HMSA medical plans includes
automatic coverage under the
Costco Prescription Drug
Program and Vision Care Plan

Medical Plans, link to Aetna Navigator
from www.costcobenefits.com or call
Aetna 1-800-814-3543

HMSA call 1-800-776-4672

Care Network provides
assistance with
personal, work and
family issues at no cost
to you

o Web-based or telephone
access to information and
community resources

e  Short-Term Counseling

Link to the Care Network site from
www.costcobenefits.com or call Unicare 1-

877-578-0528

Dental plans pay
benefits for covered
routine and other dental
services, including
orthodontia

Core Dental
Premium Dental (available
only to Full-Time Employees)

Link to Aetna Navigator from
www.costcobenefits.com or call Aetna 1-

800-218-1458

Smoking Cessation
Plan provides
assistance to help quit
tobacco

o Telephone and online
counseling support

e Nicotine Replacement
Therapy

Link to the QuitNet site from
www.costcobenefits.com (click on “Live

Healthy”) or call Healthways QuitNet® 1-
866-218-7719
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Plans
Survivor Benefit Plans | e
pay for loss of life and
other covered physical | e
losses

Costco Employee Benefits Program

Options

Basic Life and Supplemental
Life Insurance

Basic and Supplemental
Accidental Death and
Dismemberment (AD&D)
Insurance

Business Travel Accident
(BTA) Insurance for Salaried
Employees

' Toll-free numbers and web sites

o [jfe and AD&D Insurance link to the
Unum web site from
www.costcobenefits.com or call Unum
1-877-403-9348

e BTA Insurance, Call The Hartford
Insurance Company 1-800-523-2233

Disability Insurance J
Plans pay benefits to
employees unable to
work due to covered

disabilities

Voluntary Short Term
Disability (STD) Insurance
for eligible Hourly Employees
in all states except California,
Hawaii, New Jersey, and
New York

State mandated coverage in
California, Hawaii, New
Jersey, and New York

Long Term Disability (LTD)
Insurance for all eligible
Hourly and Salaried
Employees

e Voluntary STD Insurance, Call Unum
1-877-403-9348

e State mandated coverage, Call Unum
1-877-403-9348 in New York and
Hawaii. In California or New Jersey,
contact your payroll or Benefits
Representatives for phone numbers.

e L TD Insurance, link to the Unum web
site from www.costcobenefits.com or
call Unum 1-877-403-9348 or

Long Term Care (LTC)
Insurance Plan pays
benefits for covered
care in nursing homes
and other settings

LTC Insurance Basic Benefit
LTC Insurance Buy-Up
Benefits

Call Unum 1-877-403-9348

Reimbursement .
Accounts provide tax-
savings on eligible out- | e
of-pocket costs

Dependent Care Assistance
Plan (DCAP)

Health Care Reimbursement
Account (HCRA)

Commuter Benefits Plan

Link to Aetna Navigator and FSA site from
www.costcobenefits.com or call Aetna 1-
800-814-3543

YOUR BENEFIT PACKAGE

If you are enrolled for medical coverage under the Program, you will have a wide range of benefit options.

This includes:

1. Automatic coverage under the following plans at no additional cost to you:

Care Network

Basic Life Insurance

Vision Care Plan and Prescription Drug Program
Smoking Cessation Plan

Basic AD&D Insurance

Long Term Disability Insurance
Long Term Care Insurance Basic Benefit if you have 10 or more years of Service
Business Travel Accident Insurance if you are a salaried employee

2. The option to elect the following coverage:

Dental

e Supplemental Life Insurance
e Supplemental AD&D Insurance
e Long Term Care Insurance Basic Benefit if you have less than 10 years of Service
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Long Term Care Insurance Buy-Up options
Dependent Care Assistance Plan (DCAP)
Health Care Reimbursement Account (HCRA), election allowed only during Annual Open
Enrollment
¢  Commuter Benefits Plan

Automatic enrollment in the Voluntary Short Term Disability Insurance Plan if it is available at your
Location and you are an Hourly Employee. If you prefer, you may decline this coverage as described
in Special Initial Enrollment for Voluntary STD, starting on page 28.

ALTERNATIVE BENEFIT PACKAGES

You can decline healthcare coverage and elect one of the following alternative benefit packages instead.
To do so, you must enter your elections on the Costco Enroliment Web Site, available at
www.costcobenefits.com, or by calling the Enrollment Center at 1-800-541-6205. After that, you will need

to submit a Decline Coverage Acknowledgement Form to the Costco Employee Benefits Department.

If you fail to enroll for benefits altogether when you first become benefits-eligible, you will automatically
receive the package of benefits described in the section Default Coverage, starting on page 12.

1.

Decline medical because you are covered as a family member by another Costco benefits-
eligible Employee, including your Spouse, Domestic Partner, or parent.

With this package, your healthcare benefits, including medical and dental, can only be provided
through family coverage under your Spouse’s, Domestic Partner’s or parent’s plans. In addition, you
will have automatic coverage paid in full by Costco under:

Care Network

Smoking Cessation Plan

Basic Life and Basic AD&D Insurance

Business Travel Accident Insurance if you are a Salaried Employee

Long Term Disability Insurance

Long Term Care Insurance Basic Benefit if you have 10 or more years of Service

Otherwise, you will have the same options as any other Costco Employee who is eligible for benefits.
This includes elective coverage under the following plans:

e Supplemental Life Insurance

Supplemental AD&D Insurance

Long Term Care Insurance Basic Benefit if you have less than 10 years of Service

Long Term Care Insurance Buy-Up options

Dependent Care Assistance Plan (DCAP)

Health Care Reimbursement Account (HCRA), election allowed only during Annual Open
Enrollment

o  Commuter Benefits Plan

In addition, you will be automatically enrolled in the Voluntary Short Term Disability Insurance Plan if
it is available at your Location and you are an Hourly Employee. If you prefer, you may decline this
coverage as described in Initial Enrollment, starting on page 27.

Decline medical but elect a package that includes Long Term Disability (LTD) insurance. Along
with LTD, the following benefits are automatically included as part of your benefit package, paid in full
by Costco:

e Care Network

Smoking Cessation Plan

Basic Life Insurance

Basic AD&D Insurance

Business Travel Accident Insurance if you are a Salaried Employee
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e Long Term Care Insurance Basic Benefit if you have 10 or more years of Service

Also, you may elect coverage under these plans:

Supplemental Life Insurance

Supplemental AD&D Insurance

Long Term Care Insurance Basic Benefit if you have less than 10 years of service

Long Term Care Insurance Buy-Up options

Dependent Care Assistance Plan (DCAP)

Health Care Reimbursement Account (HCRA), election allowed only during Annual Open
Enrollment

e Commuter Benefits Plan

In addition, you will be automatically enrolled in the Voluntary Short Term Disability Insurance Plan if
it is available at your Location and you are an Hourly Employee. If you prefer you may decline this
coverage as described in Initial Enrollment, starting on page 27.

3. Decline Costco benefits coverage altogether. If you decline coverage, you will not be able to
participate in the Costco medical or dental plans, Smoking Cessation Plan, Life or AD&D Insurance,
Long Term Care Insurance, Dependent Care Assistance Plan, Health Care Reimbursement Account,
or Commuter Benefits Plan.

However, you will be eligible for:

e The Care Network

e Voluntary Short Term Disability Insurance. If this is available at your Location and you are an
Hourly Employee, enrollment is automatic. You may decline this coverage as described in Special
Initial Enrollment for Voluntary STD, starting on page 28.

e Business Travel Accident Insurance, enroliment automatic for Salaried Employees.

DEFAULT COVERAGE

If you fail to enroll for benefits altogether during Initial Enrollment, you will automatically receive Default
Coverage and be responsible for your share of the cost. The default package includes the following for
you only, not your family:

e Medical coverage — Choice Plus, Choice Plus for Part-Time Employees, or HMSA HMO in Hawaii
e Dental coverage — Core Dental Plan

e Survivor benefits — Basic Life and AD&D Insurance; Business Travel Accident (salaried employees

only)
e Long Term Disability Insurance.

YOUR COSTS FOR COVERAGE

You and Costco share in the cost of healthcare coverage for yourself and your other enrolled family
members. Costco pays in full for some coverage, for example, your Long Term Disability Insurance if you
enroll for medical coverage. (If you decline medical, you’ll pay a portion of the cost of LTD.)

You must pay the full cost of coverage if you elect to participate in any of the following:

e Voluntary Short Term Disability for Hourly Employees

e Supplemental Life Insurance

e Supplemental AD&D Insurance

e Long Term Care Insurance Basic Benefit (if you have less than 10 years of Service) and Buy-Up
options

Dependent Care Assistance Plan

Health Care Reimbursement Account

Commuter Benefits Plan
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How you pay. When you enroll for benefits (or fail to complete enroliment and therefore receive Default
Coverage), you agree to have your wages reduced by the amount needed to pay for the benefits you
have chosen. Your pay stub will reflect your election (or Default Coverage) to pay for benefits by showing
the deduction for each plan, line by line.

Your contributions start with the first bi-weekly paycheck after you enroll and your coverage goes into

effect. Throughout the rest of the year, your contributions will be withheld from each bi-weekly paycheck.
These contributions will pay for your elected coverage through that pay date. Depending on the coverage
start date, this may also include retroactive contributions for coverage that started before that pay period.

What you pay. Current bi-weekly contributions are shown in the Rate Booklet provided to you during
initial enrollment. Your contributions towards the cost of your coverage may change from one year to the
next. After initial enrollment, you can contact your Location’s payroll or Benefits Representative or the
Costco Employee Benefits Department for an updated Rate Booklet.

If your share of costs for coverage decreases or increases by an insignificant amount during the year,
your payroll reduction will be decreased or increased automatically to reflect that change.

PRE-TAX PAYMENTS UNDER THE COSTCO CAFETERIA PLAN

You pay for coverage under the Supplemental Life, Supplemental AD&D, Voluntary Short-Term Disability,
and Long-Term Care Insurance plans with after-tax wages.

Under the Costco Wholesale Corporation Cafeteria Plan, you pay for your share of the cost of the
following coverage on a pre-tax basis. In other words, your payments for these benefits are not
considered part of your wages and therefore not subject to federal income tax or FICA (Social
Security/Medicare) taxes. This could potentially — but not necessarily — result in reduced future Social
Security retirement payments to you.

e Medical

e Dental

e Long Term Disability Insurance (applies only if you declined medical, but elect LTD)
e Health Care Reimbursement Account

e Dependent Care Assistance Plan

Tax Implications for Domestic Partners. If you enroll your Domestic Partner and his or her

children, under federal Tax Code regulations:

e Your share of the cost of their healthcare coverage cannot be paid on a before-tax basis. Instead, the
costs will be deducted from your earnings after your income and FICA taxes have been withheld.

e You cannot use the Health Care Reimbursement Account or the Dependent Care Assistance Plan to
pay for their out-of-pocket expenses on a before-tax basis.

In addition, the “imputed value” of their healthcare coverage (as determined by the IRS) will be reported
as taxable wages. For more information, including an example of how “imputed value” is determined,
please refer to the Overview of Domestic Partnership, available at www.costcobenefits.com, under
“Booklets and Forms.”

REPORTING ELIGIBILITY AND ENROLLMENT ERRORS

Be sure to carefully review any paperwork you receive from Costco regarding your benefit coverage, such
as your pay stubs, work schedules, and personalized Benefit Enrollment Worksheets. It's your
responsibility to make sure these include accurate, up-to-date eligibility and enrollment information about
you and your family.

If you find any errors or inaccuracies, you must promptly inform the Costco Employee Benefits
Department. Your failure to do so could have an impact on your coverage, coverage for your family
members, and your financial responsibilities. Keep in mind, regardless of what the paperwork shows, the
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Costco plans only pay benefits according to the rules, requirements and restrictions described in this
Summary Plan Description.

Following are examples of circumstances you should report as soon as possible.

1. Family members are shown to be enrolled, but they have has lost eligibility for the Program for any

reason, for instance:

e Due to divorce, regardless of any requirements specified in the divorce decree

e Dissolution of your Domestic Partnership

e Your enrolled Adult Child (age 19 through 25) gains access to healthcare coverage under his or
her employer’s plan.

You are shown to be enrolled for coverage different from the one you elected.

Payroll deductions for your elected coverage are not correct.

Your family members are not enrolled according to your written request.

For benefit purposes, your paperwork shows you are classified as “Full-Time” but you are actually

“‘Part-Time.”

You are shown to be enrolled in and making contributions for Supplemental Life Insurance which

requires Evidence of Insurability (EOI) but you do not have written approval from Unum for your

coverage elections. In this case:

e you will only be covered up to the “guaranteed issue,” that is, the benefit amount that does not
require approval — even though you’ve been paying for the higher coverage.

o After you notify Costco of the error, any adjustments to your payroll contributions for the lower
coverage will be made going forward. Previous contributions will not be refunded to you.

7. You have been notified that your coverage has been terminated but you don’t know why.

aorwbd

o

Costco Employee Benefits Program SPD Effective 08-29-11 Page 14



ELIGIBILITY FOR COVERAGE

The Costco Employee Benefits Program is available to all U.S. Employees who:

e are classified by Costco on its Issaquah, Washington payroll system as regular Salaried Employees
or as Full-Time or Part-Time Employees,
have completed their benefit eligibility waiting period described below and
maintain eligibility by working an average of 20 or more Eligible Paid Hours per benefit Measurement
Period as described starting on page 16 (10 hours or more per week for Voluntary STD).

Individuals who are not eligible include:

o Employees working and paid in Puerto Rico (because they have their own special Costco Employee
benefits program)
Seasonal or utility Employees (except in Hawaii) as defined in the Employee Agreement
Temporary or limited part-time employees as defined in the Employee Agreement
Individuals classified by Costco on its Issaquah, Washington payroll system as independent
contractors or leased Employees, notwithstanding subsequent reclassification by a court,
governmental agency, or settlement agreement

e Any person who resides or works outside the United States, except Employees who are paid out of
the Costco payroll system located in Issaquah, Washington
lllegal immigrants
Any person classified by Costco on its Issaquah, Washington payroll system as an intern or who is
working in connection with his or her training or education
Employees enrolled in a college student retention program
Union Employees except to the extent a collective bargaining agreement expressly requires coverage
under the Program

¢ Northwest Atlantic Partners (NWAP) employees

In addition, certain executive Employees who are covered under a separate medical and dental plan are
not eligible for the Costco medical and dental plans described in this Summary Plan Description.

ELIGIBILITY WAITING PERIOD AND BENEFIT EFFECTIVE DATE

After you first come to work for Costco, you must complete an eligibility waiting period before you will
become eligible for the Employee Benefits Program. Once you complete the waiting period, healthcare
and most other coverage will begin as of your Benefit Effective Date. To elect the coverage you want at
that time, you must complete enroliment in a timely manner. For more information, see Initial Enrollment,
starting on page 27.

As follows, your Benefit-Effective Date depends on your Employee classification:

Salaried Employee, first day of the month after date of hire

Full-Time Hourly pharmacist, first day of the month after date of hire

Full-Time Hourly senior hearing aid specialist, first day of the month after date of hire

Full-Time Hourly Employee (other than pharmacist or senior hearing aid specialist), first day of the

month after 90 days of Service

Part-Time Employee, first day of the month after 180 days of Service (90 days for Voluntary Short

Term Disability)

6. Hourly Hawaii Employee, first day of the month after four weeks of Service, during which you worked
a minimum of 20 hours per week

7. Employee in a college student retention program who accepts a regular position, first day of your
change in status provided you have met the eligibility requirements for your new Employee
classification

8. Employee who has been working for Costco in another country then transfers to the United States,
day of the transfer if you transfer without interruption

PN~
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If your Employee classification changes during your eligibility waiting period. You will

become benefits-eligible the first of the month after you complete the waiting period for your new

classification. However:

e If you have already passed the first of the month after completing your new eligibility waiting period,
you will be immediately eligible for benefits.

e If your new classification has a longer eligibility waiting period than your prior classification, you will
not be benefits-eligible until the first of the month after you complete the new waiting period.

BENEFIT MEASUREMENT PERIODS

Costco’s fiscal year is divided into two benefit Measurement Periods. Costco uses the Eligible Paid Hours
you work each Measurement Period to determine your ongoing eligibility for Program benefits. If you are
a Full-Time Employee, benefit Measurement Periods are also used to determine your status for “full-time”
versus “part-time” Employee healthcare, Basic Life and Basic AD&D Insurance benefit options.

1. The specific starting and ending dates for each benefit Measurement Period vary based on payroll
dates:

e One Measurement Period is the first 13 biweekly pay periods of the fiscal year, generally from
early September through the end of February.

o The other Measurement Period is the second 13 biweekly pay period of the fiscal year, generally
from early March through the end of August.

2. Atthe end of each Measurement Period, all of your Eligible Paid Hours are added together. The total
number of your Eligible Paid Hours is then divided by 26 which is the number of weeks in the
Measurement Period. The number of weeks is reduced by any of the following:

e The number of weeks you were on a Leave of Absence, including intermittent leave, as defined in
the Costco Employee Agreement

The number of weeks in the Measurement Period prior to your initial Benefit Effective Date

The number of weeks in the Measurement Period prior to your hire date

The number of weeks your Location is closed due to a natural disaster

The number of weeks prior to a change in status from Part-Time Employee to Full-Time

Employee

Note: Every five years Costco has a 53 week fiscal year, in which case the Measurement Period will
consist of the typical 13 biweekly pay periods plus a one-week pay period.

Maintaining your eligibility for Program benefits. Each subsequent Measurement Period after
you become eligible, you must average at least 20 Eligible Paid Hours per week to maintain your eligibility
and continue coverage for most benefit options. (The exception is Voluntary STD, for which Hourly
Employees remain eligible as long as they work at least 10 Eligible Paid Hours per week.)

Your eligibility for most benefits will: That will happen:
End after any Measurement Period in which you March 31 or September 30 immediately following
work an average of less than 20 Eligible Paid the end of that measurement period

Hours per week

Resume after you complete any Measurement April 1 or October 1 after the end of that
Period during which you work an average of 20 Measurement Period
Eligible Paid Hours or more per week.

Note, Care Network services will continue to be available to you and your family for up to 60 days after
you loose eligibility for other benefits.
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Determining “full-time” versus “part-time” benefit status for Full-Time Employees. If you
are classified as a Full-Time Employee on Costco’s payroll, each Measurement Period you must average
at least 34 Eligible Paid Hours per week to be considered “full-time” for benefit purposes.

Note, the determination of your status for benefits is different from Costco’s payroll classification of your
status. If payroll classifies you as a Part-Time Employee, you will not be eligible for “full-time” benefits
regardless of your average paid hours per week.

Your status for benefit purposes will: That will happen:
Change to “part-time” after any Measurement March 31 or September 30 immediately following
Period in which you average at least 20 but less the end of that measurement period

than 34 Eligible Paid Hours per week

Return to “full-time” after you complete any April 1 or October 1 after the end of that
Measurement Period during which you work an Measurement Period

average of 34 Eligible Paid Hours or more per

week

As described in Mid-Year Election Changes, starting on page 29, Full Time Employees may revise their
current coverage within 30 days after their benefit status changes. For those who don’t enter revised
elections within the 30 day deadline, certain automatic changes will apply.

For example, if you have declined healthcare you will not be automatically enrolled. However, if you do

have healthcare coverage and you are:

e Reclassified from “full-time” to “part-time,” your current medical plan will switch to Choice Plus for
Part-Time Employees (HMSA HMO in Hawaii). If you're currently in the Premium Dental Plan, you
will switch to the Core Dental Plan.

e Reclassified from “part-time” to “full-time,” your current medical plan will switch to Choice Plus for
Full-Time Employees but you will continue to be covered by Core Dental.

Also, when your status changes, your Life and AD&D Insurance coverage will change to the level
available to other Employees with the same benefit status and years of Service as you.

ELIGIBLE FAMILY MEMBERS

If you are eligible and enrolled for Costco benefit coverage, you may enroll members of your family who
meet all the Program’s eligibility requirements for healthcare and other available benefit plans. As
described in this section, Eligible Family Members may include your Spouse, your Eligible Children, your
Domestic Partner, and your Domestic Partner’s Eligible Children.

Individuals who are not specifically described in this section cannot be covered as “Eligible Family
Members” under the Costco Employee Benefits Program. Ineligible persons include, for instance:

e your parents,

e your grandparents,

e your foster children, and

e your child’s Spouse and children or his or her Domestic Partner and the Domestic Partner’s children.

Your family members cannot be enrolled in the plans unless the Costco Employee Benefits Department
reviews and approves their eligibility for coverage. To help prove an individual is an Eligible Family
Member, you will be required to submit certain documentation. For more information, please see
Providing Proof of Your Family's Eligibility, starting on page 19.

Your Spouse. For purposes of the Costco Employee Benefits Program, your eligible Spouse means the

person to whom you are legally married as determined by local law and by the Tax Code — that is, the
person with whom you are eligible to file a joint Federal income tax return.
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A spouse who is the same gender as the Employee or a spouse by common-law marriage is not an
Eligible Family Member.

Your Domestic Partner. Your Domestic Partner is eligible if your relationship meets certain
requirements, as determined and approved by the Costco Employee Benefits Department. These
requirements are spelled out in detail in the Declaration of Domestic Partnership and Domestic Partner
Overview, available under “Booklets and Forms” at www.costcobenefits.com or from your payroll or
Benefits Representative.

Briefly, to be in a qualified Domestic Partnership, you and your Domestic Partner must:

1. Have shared the same household for at least six consecutive months and intend to continue to do so
indefinitely,

2. Be engaged in a committed relationship of mutual caring and support and intend to remain so

indefinitely,

Share responsibility for each other’'s common welfare and living expenses,

Share financial interdependence,

Consider yourselves to be life partners,

Not be married (as defined by federal tax law) to, in a committed relationship with, or legally

separated without a dissolution of marriage, from anyone else,

7. Not have had another Domestic Partner or Spouse enrolled in the plan within the prior six months,

8. Both be over 18 years old and mentally competent to consent to a contract,

9. Not be related by blood to a degree of closeness that would prohibit legal marriage,

10. Not be in the relationship solely for the purpose of obtaining benefits coverage, and

11. Not have been previously legally married to each other while covered under the Program.
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Eligible Children. As follows, children of Employees and their Spouses or Domestic Partners are
eligible for coverage through age 25 — or older if they are disabled and meet the requirements described
under item #4.

Eligible Children includes the following. (Note that children age 19 through 25 are not eligible for Costco
healthcare coverage if they are eligible for healthcare coverage through their own employers or the
employers of their Spouses or Domestic Partners. This includes, for example, children who work for
Costco and are benefits-eligible Employees. These children are ineligible even if they do not enroll for the
other coverage.)

1. Biological children, adopted children and children legally placed for adoption. If you are
divorced, you may enroll these Eligible Children even if you are not the custodial parent.

2. Your Stepchildren, including your Spouse’s biological children, adopted children and children legally
placed with him or her for adoption. If your Spouse dies while your Stepchildren are enrolled in a
Costco healthcare plan, you may continue their coverage as long as:

e you have been granted custody of them by court order,

e they are your dependents under the Tax Code, and

e they continue to live with you and rely on you for principal support..

Keep in mind, if you drop Costco healthcare coverage for these Stepchildren, you will not be able to
re-enroll them.

3. Children in Legal Guardianship, including grandchildren, siblings, nieces or nephews for whom the
court has granted you, your Spouse or Domestic Partner full and plenary Legal Guardianship for them
and their estate. As long as you remain Legal Guardian until your child reaches the age of majority in
your state (generally 18), eligibility for coverage may continue through age 25.

Legal custody of a child is not Legal Guardianship and is not enough to establish eligibility for that
child.
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Mentally or physically disabled children past the normal age limit, provided they:

e became disabled before age 26,

e were enrolled for Costco healthcare coverage before age 26 and have remained continuously
enrolled since then,

are incapable of self-sustaining employment due to their disability,

are chiefly dependent on you for support and maintenance,

permanently reside with you,

are eligible to be claimed as your dependents for federal income tax purposes, and

are unmarried.

To continue a disabled child’s coverage past the normal a%e limit, you will be required to apply to
Aetna (HMSA in Hawaii) within 31 days after his or her 26" birthday. As part of the application
process, you must provide medical documentation substantiating the child’s disability.

If the disabled child is approved for continued coverage, Aetna (HMSA in Hawaii) will send you an
approval letter. At reasonable intervals after that, the Program may require you to provide proof that
the child continues to be disabled and that he or she meets the requirements listed above. It is your
responsibility to make sure that you apply for approval within 31 days after the expiration dated noted
on Aetna’s (HMSA in Hawaii) approval letter. The Program reserves the right to have the child
examined by a doctor of the Program’s choice at the Program’s expense to determine the existence
and duration of his or her disability.

If there is an interruption in the child’s coverage for any reason, his or her coverage will not be
reinstated regardless of subsequent disability. The exception is if you and your family lose eligibility
because you are on a Leave of Absence or you fail to average the required number of Eligible Paid
Hours during a Measurement Period. In that case, once you resume eligibility you may re-enroll the
child, provided he or she continues to meet the criteria listed above and is still disabled as determined
by Aetna (HMSA in Hawaii).

PROVIDING PROOF OF YOUR FAMILY’S ELIGIBILITY

Your family members cannot be enrolled in the plans unless their eligibility for coverage has been
reviewed and approved by the Costco Employee Benefits Department. As described in this section, the
first time you enroll family members, you must submit certain documents to prove their relationship to
you. Each year after that, you will be required to re-verify eligibility to continue their coverage.

1.

Enrolling a family member for the first time. You can enroll your family member over the
enroliment system, available at www.costcobenefits.com, or via the Enroliment Center at 1-800-541-
6205. The system will confirm your request to enroll that person. If there is an additional cost for the
coverage, your payroll deductions to pay those costs will begin on a probationary basis.

Required Documents. Your confirmation notice will specify the documents you must submit and the
deadline for submission. Examples of required documents include:

o A state-certified marriage certificate

A state-certified birth certificate for all children

Proof of adoption or placement for adoption orders

Blood tests or other genetic tests to prove you are the biological parent of a child

A Costco declaration form as follows, which are available under “Booklets and Forms” at
www.costcobenefits.com or from your Location’s payroll or Benefits Representative.
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Costco Declaration Form What It’s For

Declaration of Legal Guardianship To enroll your niece, nephew, grandchild, or sibling for
whom you, your Spouse, or your Domestic Partner
serve as Legal Guardian

Declaration of Domestic Partnership To enroll your Domestic Partner and his or her eligible
children

3. Submitting documentation. You or your payroll or Benefits Representative may submit the
documentation by:
e Fax at 425-427-3069
e Intercompany mail to Costco Employee Benefits Department #99
¢ U.S. Mail to Costco Employee Benefits Department, P.O. Box 34195, Seattle, WA 98214-1195

4. Notification of eligibility. After the Costco Employee Benefits Department has reviewed your
documentation, they’ll notify you of your family member’s eligibility status:
o If eligible, his or her coverage will be considered to have been in effect since the enrollment start
date. Any payroll contributions you’ve been making for that coverage will continue.
o If the person is ineligible (or you have failed to submit required proof within the specified
deadline), his or her coverage will be cancelled retroactively to the date of enrollment. Any payroll
contributions you’ve made for that coverage will be refunded.

5. Annual verification. Each year during the Annual Open Enrollment Period, you'll be notified that you
must verify eligibility for enrolled family members within a certain deadline. To do that, you can:
e Go to “Dependent Verification” at www.costcobenefits.com
e Call the Enroliment Center, 1-800-541-6205, or
e Complete and submit the Verification Form which is included on the notice.

In general, you may verify eligibility by simply submitting a statement reaffirming your family
member’s relationship to you. In some cases, additional documents may be required. If you do not
verify a family member’s eligibility within the specified deadline, coverage for that person will end.

Also, it is considered falsification of company records if you verify eligibility for someone who
is not eligible. If you do so, you may be subject to termination, as described in the Costco Employee
Agreement and applicable Union Contracts.

QUALIFIED MEDICAL CHILD SUPPORT ORDER (QMCSO)

If Costco receives a medical child support order or medical support notice for your child, the Costco
Employee Benefits Department will determine whether this conforms with Costco’s requirements
regarding Qualified Medical Child Support Order procedures. (For a copy of QMCSO procedures, please
contact the Costco Employee Benefits Department .)

If Costco determines the order or notice does meet these requirements, you will be notified that a

QMCSO has been received for your child. Then, if your child is otherwise benefits-eligible, that child will

be automatically enrolled for healthcare plan coverage as follows and you’ll pay the cost of coverage

through payroll deduction:

e If you are currently enrolled in a medical and dental plan, your child will be enrolled in those plans.

e If you are benefits-eligible but not currently enrolled, you and your child will be enrolled in the medical
and dental plans that are part of your Default Coverage.

e If you have not yet satisfied your benefit eligibility waiting period, you and your child will be enrolled
as of your Benefit-Effective Date. This will be in the medical and dental plans you elect or, if you do
not complete enrollment, your healthcare Default Coverage.

Costco does not honor QMCSOs for Stepchildren or the children of Domestic Partners. However,

provided they meet the requirements for Eligible Family Members, these children may be enrolled subject
to the rules described in the Enrolling for Coverage section, starting on on page 26.
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ELIGIBILITY WHILE ON A LEAVE OF ABSENCE

Costco offers various Leaves of Absence (LOA) to eligible Employees, as explained in detail in the
Costco Employee Agreement. This section describes how your eligibility for benefits may be affected
when you go on and return from an approved leave.

If you are benefits-eligible when you go on leave. Your eligibility will continue up to the maximum
period of coverage shown in the table below. Once you reach the maximum period, you will no longer be
eligible for the Program and your coverage will end.

This maximum period applies to all plans in the Costco Employee Benefits Program. However:

e If you became disabled while covered by the Voluntary STD Insurance or Long Term Disability
Insurance Plan, you will receive disability benefits as long as you qualify under the plans.

e Certain states require that employers offer extended benefit coverage during medical leaves due to
pregnancy. If you go on maternity leave, please contact the Costco Employee Benefits Department to
find out whether this applies in your state,

e |If Unum certifies you are Terminally lll, special provisions will apply to your continued coverage. See
Costco Subsidies for COBRA Costs, starting on page 53, and Costco Life Insurance If You Are
Terminally Ill, starting on page 99.

Length of Continuous Employment at Maximum period for continued coverage
time of leave counted from first day of leave,

Less than 90 days 1 month
Over 90 days but less than 12 months 3 months
Over 12 months 6 months

Note, if you return from leave and then subsequently go back out on leave for any reason within 90

calendar days or less after your return:

e Your original leave is considered continuous and unbroken and

e your benefits eligibility will continue for the balance of any remaining maximum period of continued
coverage to which you are entitled.

If you are not benefits-eligible when you go on leave. The time you are on a Leave of Absence
will count towards completing your initial eligibility waiting period. If your Benefit Effective date occurs
while you are on an approved LOA, you will become eligible for coverage.

Costco will send you an Employee Benefits Enrollment Worksheet with an explanation of your coverage,

election options and enroliment deadlines. Briefly:

e You may elect available coverage options from 30 days before your Benefit Effective Date until 30
days after that date (60 day window). You can do that on the Costco Enroliment Web Site, available
at www.costcobenefits.com, or by calling the Enroliment Center, 1-800-541-6205.

e If you do not make elections within the 60 day window, you will receive Default Coverage through the
end of that calendar year provided you are still on Leave of Absence.

e Your healthcare coverage will begin as of your Benefit Effective Date. Your participation in other
plans for which you are eligible, such as the Life, AD&D, and Disability Insurance plans, will be
deferred until you return to Active Employment..

If you return from LOA after eligibility ends. If you have not been terminated, your eligibility for
benefits will resume on the date you return to a benefits-eligible position. Briefly:

1. If you return within 30 days after eligibility ended (and before the start of a new calendar year), all

your previous benefit elections including your Reimbursement Account elections will be reinstated.
Your contributions to pay for those elections will also resume,
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2. If you return after the start of a new calendar year or more than 30 days after your prior eligibility
ended:

e Your previous healthcare coverage will be reinstated and your contributions to pay for that
coverage will resume. However, you may change your healthcare benefit elections to other
available options and family coverage.

e Your Basic Life Insurance and AD&D will be restored. If you continued or “ported” Supplemental
Life and AD&D while gone, you may apply to change your coverage amounts (increases may be
subject to Unum approval). If you did not port this coverage, you will have to provide acceptable
Evidence of Insurability to re-enroll.

e Your Long Term Care insurance will continue if you “ported” the coverage while you were gone. If
you did not port your coverage, only employer-paid Basic Benefit will be reinstated when you
return. To re-enroll for elective coverage, you will be required to submit Evidence of Insurability
which must be approved by Unum.

e You may re-enroll for the Dependent Care Assistance Plan upon your return but you must wait
until the next Annual Open Enroliment period to re-elect the Health Care Reimbursement
Account. Account.

You may enter any available election changes online within 30 days after you return. You can do that at
the Costco Enroliment Web Site, available at www.costcobenefits.com or by calling the Enroliment Center
at 1-800-541-6205. Costco will send you an Employee Benefits Worksheet that includes a rundown of
your coverage status, election changes available to you, and the applicable deadlines.

ELIGIBILITY WHILE ON USERRA MILITARY LEAVE OF ABSENCE

The Uniformed Services Employment and Reemployment Rights Act of 1994 (USERRA) gives you the

right to continue your and your family’s eligibility for coverage if:

e you are eligible for and enrolled in the Costco Employee Benefits Program,

e you leave your employment to perform certain United States uniformed military service, and

e you notify Costco before taking Military Leave, unless precluded by military necessity or other
reasonable cause.

The Costco Military Leave Notification Form includes a detailed description of Costco’s policy regarding
Military Leaves under USERRA. The form is available from your Location’s payroll or Benefits
Representative. For more information about continuing eligibility for Costco benefits under USERRA,
contact the Costco Employee Benefits Department.

Continuing healthcare coverage while on Military Leave. Under Costco’s Military Leave Policy,

your eligibility for coverage will continue for the first six months of your Military Leave. If your Military

Leave lasts longer than six months:

e You may purchase continued healthcare coverage for yourself and your family in accordance with
USERRA and

e You have the right to continue your Health Care Reimbursement Account participation (by making
after-tax premium payments) regardless of your Account balance at the time your regular coverage
ends.

The timeframes and procedures for electing USERRA continuation coverage and paying premiums for
such coverage are the same as those described in Continuation of Healthcare Coverage (COBRA),
starting on page 48. The right to continue coverage under USERRA runs concurrently with the right to
continue coverage under COBRA.

Continuation coverage under USERRA will last for up to 24 months from the beginning of your leave, but

will end earlier if you fail to return to work for Costco after your Military Leave ends in accordance with
USERRA'’s reemployment provisions.

Costco Employee Benefits Program SPD Effective 08-29-11 Page 22



Returning from military leave. If you were eligible for the Costco Employee Benefits Program when
you went on leave, then return to work in accordance with USERRA re-employment provisions, your
eligibility will resume on the date you come back.

All your previous benefit elections, including family enroliment and any Reimbursement Account
balances, will be restored automatically. If you had previously declined coverage, you will be enrolled
automatically for Default Coverage, including healthcare coverage for yourself but not your family. Your
contributions to pay for your coverage will also resume.

The exception is if you return after the start of a new calendar year, in which case you will have to re-
enroll to participate in the Dependent Care Assistance Plan or the Health Care Reimbursement Account.

After you return, you will have a 30 day window to enter other elections or enroll your family online at
www.costcobenefits.com or via the Costco Enroliment Center, 1-800-541-6205. Costco will send you an
Employee Benefits Enroliment Worksheet detailing your options and enroliment deadlines.

WHEN COVERAGE ENDS

For an employee or a family member, coverage under the Costco Employee Benefits Program ends at
midnight on the date that individual no longer meets the Program’s eligibility requirements as discussed
below. Coverage does not carry forward and benefits are not payable for expenses incurred for any
period of time after that date.

When Employee coverage ends. Coverage ends on midnight of any of the following dates,

whichever comes first:

1. The date your employment ends for any reason including termination, voluntary resignation,
retirement, or seasonal or non-seasonal layoff.

2. March 31 or September 30 after any Benefit Measurement Period during which you averaged less
than 20 paid hours per week.

3. The date your Employee classification changes if you have not completed the eligibility waiting period
for your new classification.

4. The last day of your maximum continuation period for coverage if you go on a Leave of Absence.

5. The day you begin a leave that is not a Leave of Absence.

6. The last day of a Leave of Absence if you do not return to work.

7. The date you fail to make any required contributions.

8. The first day of an unauthorized work stoppage as determined by Costco.

9. The first day of a strike after your collective bargaining agreement expires.

10. The end of the calendar year if, during Annual Open Enroliment, you decline to participate for the
following year.

11. The effective date of your mid-year election to decline participation as permitted by the Program.

12. The date the Program or an applicable plan is terminated.

13. The date you no longer meet the Program'’s eligibility requirements.

14. The date you change to an employee classification that is not benefits-eligible.

When coverage for family members ends. Your family’s coverage under the Program ends
when your coverage ends. For individual family members, coverage also ends when they no longer meet
Program eligibility requirements. This will apply, for example, to:
1. Your Spouse, if you get divorced or have your marriage annulled (regardless of any requirements
specified in the divorce decree).
2. Your Domestic Partner and your Domestic Partner’s children, if your Domestic Partnership ends. This
would happen, for example, if:
e you and your partner no longer live together,
e you get married to or begin a committed relationship with someone else,
e you are no longer jointly responsible for each other's common welfare and living expenses, or
e your Domestic Partner dies.
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3. Children when they are no longer “Eligible Children” as defined in the section “Eligible Family
Members,” starting on on page 17.
4. All family members, if you die.

If a family member loses eligibility for the Program, you are obligated to notify Costco within 60 days after
the event. In any case, the plans will not pay benefits for any expenses your family members incur after
midnight of the date they become ineligible.

You may enter changes on the Costco Enroliment Web Site, available at www.costcobenefits.com, or by
calling the Enroliment Center at 1-800-541-6205. If your Domestic Partnership ends, you will also be
required to submit a Declaration of Termination of Domestic Partnership. This is available at
www.costcobenefits.com or from your Location’s payroll or Benefits Representative.

Coverage options after eligibility for benefits ends. When eligibility under the Costco
Employee Benefit Program terminates:
e You may be able to purchase continued healthcare coverage for yourself and your family as
described in Continuation of Healthcare Coverage (COBRA), starting on page 48,
the Care Network will continue to be available to you and your family for up to 60 days, and
Costco Life, AD&D, and Long Term Care Insurance plans are “portable.” That means, in most cases
you can continue the same coverage on an individual basis. For more information, see later sections
in this Summary Plan Description that describe those plans.

RETURNING AFTER RESIGNATION OR TERMINATION

Your eligibility for the Employee Benefits Program ends the day you leave Costco due to voluntary
resignation or termination as described in the Costco Employee Agreement. If you are then rehired in an
eligible position, you must complete an eligibility waiting period before you will become eligible for the
Employee Benefits Program. Once you complete the waiting period, healthcare and most other coverage
will begin as of your new Benefit Effective Date.

RETURNING AFTER LAYOFF

As described in the Employee Agreement, your eligibility for benefits ends when you leave work due to a
non-seasonal or seasonal layoff. If you return to a benefits-eligible position within 180 days (as a non-
seasonal employee) or 60 days (seasonal employee) after a layoff, you will retain your original date of
hire.

This means, if you were not yet eligible for benefits when you left, the time you worked before the layoff
will count towards meeting your eligibility waiting period. If you were eligible for benefits when you left,
your benefit coverage will be reinstated as follows:

1. If you return within 30 days after eligibility ended all your previous benefit elections including your
Reimbursement Account elections will be reinstated. Your contributions to pay for those elections will
also resume.

2. If you return after the start of a new calendar year or more than 30 days after your prior eligibility
ended:

e Your previous healthcare coverage will be reinstated and your contributions to pay for that
coverage will resume. However, you may change your healthcare benefit elections to other
available options and family coverage.

e Your Basic Life Insurance and AD&D will be restored. If you continued or “ported” Supplemental
Life and AD&D while gone, you may apply to change your coverage amounts (increases may be
subject to Unum approval). If you did not port this coverage, you will have to provide acceptable
Evidence of Insurability to re-enroll.
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e Your Long Term Care insurance will continue if you “ported” the coverage while you were gone. If
you did not port your coverage, only employer-paid Basic Benefit will be reinstated when you
return. To re-enroll for elective coverage, you will be required to submit Evidence of Insurability
which must be approved by Unum.

¢ You may re-enroll for the Dependent Care Assistance Plan upon your return but you must wait
until the next Annual Open Enroliment period to re-elect the Health Care Reimbursement
Account. Account.

You may enter any available election changes online within 30 days after you return. You can do that at
the Costco Enrollment Web Site, available at www.costcobenefits.com or by calling the Enroliment Center
at 1-800-541-6205. Costco will send you an Employee Benefits Worksheet that includes a rundown of
your coverage status, election changes available to you, and the applicable deadlines.

Note: If you're not recalled from layoff within 180 days (non-seasonal employee) or 60 days (seasonal
employee), you will be considered a new Employee for benefit purposes which means, for example, you
will be required to complete a new eligibility waiting period.
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ENROLLING FOR COVERAGE

During your initial enrollment period, you may enroll for the available coverage of your choice or, if you
prefer, decline coverage. You may enter your choices on the Costco Enroliment Web Site, available at
www.costcobenefits.com, or by calling the Enroliment Center at 1-800-541-6205. If you do not enter
elections within initial enroliment deadlines, you will automatically receive Default Coverage.

By completing enroliment or accepting Default Coverage, you agree to pay your share of the cost of
coverage through payroll deductions. After initial enroliment, you may only change current elections (or
Default Coverage) during any Annual Open Enroliment or following certain changes in your job, personal
or family status.

ADDITIONAL ENROLLMENT FORMS AND DOCUMENTS

In addition to entering your elections online or via the Enroliment Center, you may be required to submit
certain forms or other documents to complete your enroliment as shown below. The confirmation
statement you receive when you make your coverage elections will specify any required documents and
your deadline for submitting those documents.

Form or Document | What It's For

Proof of Family Relationship To enroll a family member for the first time. As described in the

section Providing Proof of Your Family's Eligibility, starting on page

19, this might include, for example:

o A state-certified marriage certificate

o A state-certified birth certificate for all children

e Proof of adoption or placement for adoption orders

e Costco Declaration of Legal Guardianship or Declaration of
Domestic Partnership (available under “Booklets and Forms” at
www.costcobenefits.com or from your Location’s payroll or
Benefits Representative)

Certificate of Creditable To prove you had coverage under another healthcare plan or policy

Coverage (HIPAA Certificate) that counts towards satisfying Costco healthcare plan waiting
periods for Pre-Existing Conditions (required only for individuals age
19 or older).

Your previous employer or plan should provide a Certificate of
Creditable Coverage. If you need help obtaining this, contact the
Costco Employee Benefits Department.

Decline Coverage To confirm your elections if you have declined healthcare coverage
Acknowledgement Form and chosen an alternative benefit package.

This is available at www.costcobenefits.com or from your payroll or
Benefits Representative. (Additional paperwork may be required in
certain states.)

Beneficiary Designation Form To elect or change your current beneficiary or beneficiaries for Life
Insurance. You can designate your beneficiary online at
www.costcobenefits.com. Paper beneficiary forms are available
from your payroll or Benefits Representative.
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Form or Document ' What It’s For

Evidence of Insurability Form To be approved for Supplemental Life Insurance that exceeds
certain limits, as described in the section Supplemental Life
Insurance starting on page 101

If you’re required to provide Evidence of Insurability, Unum will send
this form to you after you enter your elections. Your elected
coverage won't be effective unless Unum notifies you in writing that
your application has been approved based on your Evidence of
Insurability.

INITIAL ENROLLMENT

Initial enroliment is your first opportunity to make coverage elections as an eligible Employee. If you fail to
make any elections within the specified deadlines, you will automatically receive (and have payroll
deductions to pay for) Default Coverage. This includes the following coverage for yourself only, not your
family:

e Medical, Choice Plus, Choice Plus for Part-Time Employees, or HMSA HMO in Hawaii

e Dental, Core Dental Plan

e Survivor Benefits, Basic Life and AD&D Insurance; Business Travel Accident (salaried employees

only)
o Disability, Long Term Disability Insurance

Note: As described below, special initial enrollment rules apply to the Voluntary Short Term Disability
(STD) Insurance Plan. Special rules also apply to the Long Term Care (LTC) Insurance Plan, as
described starting on page 110.

When coverage begins. Any initial elections you make — or, if you do not make elections, Default
Coverage — will apply starting on your Benefit Effective Date. During the initial enroliment period you
may, for example:

Choose your healthcare coverage from available options

Enroll Eligible Family Members

Add Supplemental Life and Supplemental AD&D Insurance

Elect to participate in the Dependent Care Assistance Plan (but not the Health Care Reimbursement
Account, for which mid-year enrollment is not allowed for any reason)

e Decline healthcare and other coverage

Unless you have a qualifying job, personal or family change in the meantime, coverage elections you
make during initial enrollment will apply for the rest of that calendar year. Your next opportunity to change
your benefit elections will be the following Annual Open Enrollment period.

Completing enroliment for the first time. During your initial enrollment period, you will receive:

1. A personalized Benefit Enrollment Worksheet mailed to your home. This will show your Benefit
Effective Date and list the options available to you. It will also includes detailed instructions to help
you complete initial enrollment at www.costcobenefits.com or via the Enrollment Center.

2. An enroliment package from your payroll or Benefits Representative. This will include a variety of
material related to the Costco Employee Benefits Program, such as this Summary Plan Description,
Program Highlights, and a current Rate Booklet.

The first time you log onto the Enroliment Web Site at www.costcobenefits.com or call the Enroliment
Center, you must enter your User ID, that is, your six-digit Employee ID Number. You will also have to
enter your Personal Identification Number (PIN). Initially, this is the last four digits of your Social Security
Number — but you will be required to change that to the PIN of your choice.
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Initial enrollment deadlines. You will be allowed to complete initial enrollment starting anytime from

30 days before your Benefit Effective Date up until 30 days after that date (60 day window).

e If you enter your elections during the 30 day period before your Benefit Effective Date, your elected
coverage and payroll deductions to pay for that coverage will start as of that date.

e If you do not enter your elections during this 30 day period, you will automatically have Default
Coverage (as described below) starting on your Benefit Effective Date. You will pay for your share of
the cost through payroll deduction.

e If you complete initial enroliment within 30 days after your Benefit Effective Date, your elections will
be retroactive to that date. Additional costs for retroactive elections will be withheld from the first
paycheck after you complete enroliment. All retroactive costs are withheld on an after-tax basis.

Confirmation of your initial coverage. After your coverage begins, Costco will send you a written
confirmation of your elected coverage or, if applicable, your Default Coverage. Your pay stub will also
reflect these options along with any payroll deductions to pay for that coverage.

It's your responsibility to make sure that this information is accurate and up-to-date. If you believe there is
an error, you are obligated to promptly notify the Costco Employee Benefits Department. If you fail to do
so, you will be considered to have accepted the coverage as reported on your confirmation statement and
pay stubs. In any case, the plans will only pay benefits according to the rules, requirements and
restrictions described in this Summary Plan Description.

For more information, please refer to the section Reporting Eligibility and Enrollment Errors, starting on
page 13.

SPECIAL INITIAL ENROLLMENT FOR VOLUNTARY STD

Except in California, Hawaii, New Jersey, and New York, the Voluntary Short Term Disability Insurance

plan is automatic for eligible Hourly Employees. If this includes you, your coverage (and payroll

deductions to pay for that coverage) will begin automatically as of:

e The first day of the month after 90 days continuous Service (most Hourly Employees) or

e The first day of the month after 30 days continuous Service (Full-Time Hourly Pharmacists) or

e The date your Employee status changes from salaried to hourly or you transfer from a state with
mandated disability coverage to one without.

You will get a special Benefit Enrollment Worksheet from Costco notifying you of when your Voluntary
STD Insurance is scheduled to begin. As described in the Worksheet, you may decline participation up to
31 days after that date. Other than that, you can only drop or add this coverage during Annual Open
Enrollment.

However, if you decline Voluntary STD Insurance then elect to participate during a subsequent Annual
Open Enroliment, you will have a six month benefit waiting period. Counted from the next January 1, that
means your coverage will not start until July 1.

ANNUAL OPEN ENROLLMENT

Annual Open Enrollment is typically held in the fall of each year. This is your once-a-year chance to make
a variety of changes to your current benefit elections, for example, to:

e add or drop enroliment for yourself or family members

switch healthcare options (if available)

change Life and AD&D Insurance coverage amounts

enroll or decline Voluntary Short Term Disability or elective Long Term Disability Insurance

enroll in the Dependent Care Assistance Plan or Health Care Reimbursement Account

decline coverage
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During Annual Open Enroliment, the Costco Employee Benefits Department will mail a personalized
Benefit Enrollment Worksheet to the most recent mailing address on file. This worksheet will show your
current coverage along with other options available to you.

After the end of Annual Open Enrollment, you will receive a confirmation of your coverage for the coming
year. If you believe there is an error, you must notify the Costco Employee Benefits Department by the
date noted on your confirmation. If you fail to do so, you will be considered to have accepted those
elections and will be responsible for paying the costs of that coverage. To learn more about reporting
errors, please see the section Reporting Eligibility and Enrollment Errors, starting on page 13.

Keeping your current elections. A “rolling election” applies to your medical, dental, Supplemental
Life and AD&D Insurance Plans, and Disability Insurance Plan elections. This means if you do not submit
election changes for these plans by the end of the Annual Open Enrollment period, you will be considered
to have made the same benefit choices as in the current year. As a result, most elections will continue “as
is” for the following year and you will pay your share of those costs through payroll deductions.

The rolling election does not apply to the Health Care Reimbursement Account or Dependent Care
Assistance Plan. To participate in either of these plans for the coming year, you must re-enroll each
Annual Open Enrollment period.

When election changes go into effect. If you make changes during Annual Open Enrollment, your

elections will go into effect January 1 of the coming calendar year. These exceptions apply:

¢ If you add or increase Supplemental Life Insurance, and Evidence of Insurability is required, the
change will go into effect only after Unum approves your application. It's your responsibility to be
sure you have received Unum’s written approval. Otherwise, you will not be covered by your elected
amount. This applies even if your pay stubs, Benefit Enrollment Worksheets, or confirmation
statements shows you are enrolled in and are paying for that coverage.

¢ If you add Voluntary Short Term Disability Insurance (after declining during initial enrollment)
coverage will begin July 1 of the coming year, after a six month waiting period.

MID-YEAR ELECTION CHANGES

As detailed in this section, you may make mid-year adjustments to your current benefit elections following
certain changes in your work, family or personal status. Any election changes must be on account of and
consistent with the event and made within specific deadlines.

If payroll shows you have a work-related change that may allow you to change your elections, you will
receive a Benefit Enrollment Worksheet as notification. If you have a personal or family change, it's your
obligation to notify the Costco Employee Benefits Department. This is especially important when an
enrolled family member loses eligibility for benefits — otherwise you could face disciplinary action.

You may enter mid-year changes on the Costco Enroliment Web Site, available at
www.costcobenefits.com or by calling the Enrollment Center at 1-800-541-6205.

Special rules for mid-year elections. In addition to the other rules discussed in this section, these

special rules apply to mid-year election changes:

1. If you have an event that allows you to make a change to your medical or dental elections, you may
add or remove an individual to or from your elected medical or dental plan. However, you cannot
change your elected medical or dental plan unless:

e the event caused you to become ineligible for that plan,

e the event caused you to become eligible for another plan, or

e your election change is pursuant to a HIPAA Special Healthcare Enroliment right, as described on
page 30.

2. Mid-year changes to Health Care Reimbursement Account elections are not allowed for any reason
(except for employees returning from military leave under provisions of USERRA).
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3. You may change your Long Term Care Insurance Plan elections at any time subject to approval by
the insurance company, Unum.

Qualified Changes in Status. You may be allowed to change your elections due to the following
events, but only if the Change in Status affects your, your Spouse’s, or your dependent’s eligibility for
benefits under this Program or your Spouse or dependent’s employer’s plan.

Note, for purposes of determining Qualified Changes in Status, your “dependents” means your Eligible
Children — that is, your eligible biological and adopted children, Stepchildren, and children for whom you
or your Spouse is the Legal Guardian. It does not include Domestic Partners or their children.

1. Marital status: marriage, divorce, legal separation by court order in lieu of divorce, annulment that has
the effect of a divorce

2. Death of your Spouse

3. Number of children: birth, adoption, placement for adoption, or death of your child

4. Employment status: termination or commencement of employment by you, your Spouse or a
dependent, or a change between Salaried and Hourly Employee status

5. Work schedule: reduction in hours, commencement of or return from unpaid Leave of Absence, or
change between full-time and part-time employee status by you, your Spouse, or a dependent. (As
described in Benefit Measurement Periods, starting on page 16, certain benefit changes are
automatic for Full-Time Employees whose status changes between “full-time” and “part time” for
benefit purposes.)

6. Residence or Worksite: a change in place of residence or work for you, your Spouse, or a dependent
to the extent that change affects benefits options available under this Program. For example, your
medical enroliment may be affected if you move to or from Hawaii or Puerto Rico, since these
locations have different plan options than those available at other Costco Locations.

Also, if you are an Hourly Employee and you move from a state with mandated disability coverage to
one without, you will be automatically covered by the Voluntary Short Term Disability Insurance Plan
the date of your move. Your cost for that coverage will be withheld from your paychecks as of that
date. (If you prefer, you may decline coverage within 31 days after the effective date.) Conversely, if
you are enrolled in the Voluntary STD Insurance Plan but move to a state with mandated disability
benefits, your plan coverage will continue for six months paid in full by Costco.

7. Eligibility of a dependent: any event that causes your dependent to satisfy or cease to satisfy eligibility
requirements for coverage under this or another employer’s plan. For example, most enrolled children
will lose eligibility for the Costco Employee Benefits Program when they reach age 26.

8. Election changes under another Employer’s plan: if you or your Spouse or dependent changes
benefit elections under another employer’s healthcare plan, you may make a corresponding change
to your elections under this Program.

For example, say your Spouse is covered under his or her employer’s healthcare plan and wishes to
drop that coverage during that plan’s annual enrollment period (which is different from this Program’s
Annual Open Enrollment). You could make a mid-year election change to enroll your Spouse in
Costco coverage after he or she drops the other coverage.

HIPAA Special Healthcare Enroliment. HIPAA is a federal law which allows you and your Eligible
Family Members to enroll for Costco healthcare coverage in the following special circumstances.

1. Loss of other coverage. You previously declined Costco coverage for yourself or Eligible Family
Members because you or they had other healthcare coverage, but that coverage is lost, for example:
e due to legal separation, divorce, death, loss of dependent status, termination of employment,
reduction in hours, the end of a maximum period of COBRA, or any other reason required by
HIPAA or
e because the other coverage was non-COBRA coverage and employer contributions for that
coverage ended.
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If you're the one that loses the other coverage, you may enroll yourself and Eligible Family Members.
If an Eligible Family Member loses that coverage, you may enroll that person and yourself, if not
currently enrolled.

2. Acquisition of new family members. You acquire a new:
e Spouse,
o Eligible Child due to marriage, birth, adoption or placement for adoption; or
e a child for whom you or your Spouse or Domestic Partner becomes the Legal Guardian and who
is otherwise eligible for Program coverage.
In any of these cases, you may enroll the newly acquired family member and any other Eligible
Family Members, including yourself, who are not currently enrolled

3. Adding Costco healthcare coverage after changes in Medicaid, Medicare or SCHIP eligibility.
You may enroll yourself or any Eligible Family Member who:
¢ loses eligibility for Medicare or
¢ loses eligibility under a Medicaid plan or a state child health plan offered under the State
Children’s Health Insurance Program (SCHIP) or
e becomes eligible for a governmental subsidy for the cost of Costco healthcare under a Medicaid
or SCHIP plan.

Note, HIPAA Special Healthcare Enroliment is available to Domestic Partners and their eligible children
who have been approved for coverage by the Costco Employee Benefits Department. Remember,
children of Domestic Partners can only be enrolled if the Domestic Partners are enrolled. Establishment
of a Domestic Partnership does not trigger a HIPAA Special Healthcare Enroliment right.

Dropping Costco healthcare coverage after becoming entitled to Medicare, Medicaid or
SCHIP. If you, your Spouse or your Eligible Child become entitled to Medicare or Medicaid (other than
coverage consisting solely of benefits providing for pediatric vaccines) or covered by a state child health
plan offered under SCHIP while enrolled for Costco healthcare plan coverage, you may cancel Costco
medical plan coverage for that person.

Dependent Care Assistance Plan (DCAP) changes. You may make appropriate mid-year
changes to your current DCAP elections in the following circumstances. Keep in mind, expenses incurred
by children of a Domestic Partner are not eligible for DCAP reimbursement.

1. Your provider costs go up significantly, but only if the cost increase is imposed by a dependent care
provider who is not your relative by blood or marriage.

2. You acquire a new tax dependent who is eligible under terms of the plan. Dependents for whom
expenses are eligible for reimbursement include children under age 13 and older dependents who are
incapable of self-care. It does not include children of a Domestic Partner.

3. Your tax dependent child turns age 13.

4. You have a change with respect to your dependent care provider, in which case you may make an
election change that is on account of and corresponding to the change. For example:

e if you decide to change day care centers or go from using a babysitter to using a day care center,
you may change your election to reflect the change in cost.

e If your child starts school during the year, you may decrease your election to reflect the lower cost
of day care.

o |f free family care becomes available, you may discontinue your dependent care election.

5. Your child care expenses cease to or begin to qualify for tax-free reimbursement under the Tax Code.
This might happen, for example, when you commence or return from a Leave of Absence or switch
between being a Part-Time and a Full-Time Employee.

Changes to the DCAP are prospective, which means they will go into effect the first pay period ending

after you enter your elections. That means you cannot make retroactive changes or get a refund of any
contributions that were already deducted from your paycheck.
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Deadlines for making mid-year election changes. After you experience a qualifying event, you
must enter your election changes within the following deadlines. You can do that on the Costco
Enrollment Web Site, available at www.costcobenefits.com, or by calling the Enroliment Center at 1-800-
541-6205.

Provided you enter your revisions by the applicable deadline, your revised coverage (and costs for that
coverage) will be retroactive to the date of the event.

1.

60 days to enroll a new Eligible Child after the child is acquired by birth, adoption or placement for
adoption. If you enroll the child within the 60 day deadline, payroll deductions for the retroactive
coverage will be withheld pre-tax.

If you do not enroll the new child within this 60 day deadline, you may apply to enroll him or her up

until 12 months after birth, adoption or placement for adoption. However, if Costco approves late

enrollment for your Eligible Child:

e His or her coverage will not take effect until the first day of the month after they are enrolled.

e You will pay the cost of the child’s coverage on an after-tax basis for the rest of that calendar
year.

60 days to enroll yourself or other Eligible Family Members after coverage is lost under another
employer’s healthcare plan.

60 days to enroll yourself or an Eligible Family Member after that person:

e becomes eligible for a government subsidy for the cost of Costco healthcare coverage under
Medicaid or a state child healthcare plan offered by SCHIP or

¢ loses coverage under Medicare, Medicaid or a plan offered by SCHIP.

60 days to drop Costco Program coverage for you or an enrolled family member after that person:

e gains coverage under another employer’s healthcare plan, Medicare, Medicaid or SCHIP or

o loses eligibility for Costco coverage, for example, due to divorce or annulment, the dissolution of
a Domestic Partnership or a child reaching the age limit for coverage.

If you make these changes within the 60 day deadline, your contributions for Costco coverage will be
reimbursed retroactive to the day of the event.

30 days to make elections changes after most other qualifying events, for example, to enroll your
new Spouse and his or her eligible children after you get married or to enroll a child for whom you,
your Spouse or Domestic Partner become the Legal Guardian.

When you enroll yourself or a family member following a mid-year event (except when you acquire a new
child), your payroll contributions for retroactive coverage will be withheld after-tax. Pre-tax contributions
will only apply going forward, that is, for pay periods after you've entered your new elections. Of course,
contributions to pay for coverage of Domestic Partners and their children are always withheld after-tax.
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SUMMARY OF MEDICAL PLANS (CONTINUED)

Effective August 29, 2011

CHOICE PLUS FREEDOM OF CHOICE PART-TIME CHOICE PLUS

In-Network Out-of-Network’ Preferred Provider Non-Preferred Provider In-Network Out-of Network'
Short-Term 90% after deductible 50% R&C after deductible 90% after deductible 80% R&(C after deductible 80% after deductible 50% R&C after deductible
Rehab and Physical Therapy®® limited to 25 visits per year limited to 25 visits per year limited to 25 visits per year limited to 25 visits per year limited to 25 visits per year limited to 25 visits per year
Radiologist 90% after deductible 50% R&C 90% after deductible 80% R&C 80% after deductible 50% R&C
Anesthesiologist after deductible after deductible after deductible
Pathologist Services
Skilled Nursing 90% after deductible 50% R&C after deductible 90% after deductible 80% R&C after deductible 80% after deductible 50% R&(C after deductible
Convalescent Facility®’ limited to 60 visits limited to 60 visits limited to 60 days limited to 60 visits limited to 60 days limited to 60 days

per calendar year per calendar year per calendar year per calendar year per calendar year per calendar year
Private Duty 90% after deductible 50% R&C after deductible 90% after deductible 80% R&C after deductible 80% after deductible 50% R&(C after deductible
Nursing®’ limited to 70 shifts limited to 70 shifts limited to 70 shifts limited to 70 shifts limited to 70 shifts limited to 70 shifts

per calendar year per calendar year per calendar year per calendar year per calendar year per calendar year
Home 90% after deductible 50% R&C after deductible 90% after deductible 80% R&C after deductible 80% after deductible 50% R&(C after deductible
Health Care®’ limited to 120 visits limited to 120 visits limited to 120 visits limited to 120 visits limited to 120 visits limited to 120 visits

per year per year per year per year per year per year

Hospice Care®’

Inpatient and outpatient:
90% after deductible

Inpatient and outpatient:
50% R&C after deductible

Inpatient and outpatient:
90% after deductible

Inpatient and outpatient:
80% R&(C after deductible

Inpatient and outpatient:
80% after deductible

Inpatient and outpatient:
50% R&C after deductible

Hearing Aid (Device)

100% coverage up to $1,000 in a 4 year period

Vision Care and Prescription Drugs

See separate benefits outline contained in this booklet

Care Network (EAP)

See separate benefits outline contained in this booklet

Annual Maximum

See separate benefits outline contained in this booklet

! If enrolled in Out-of-Area Plan due to geographic area or location of employee’s home, In-Network benefits will apply-
2 Aexcel Network — see separate Benefits Outline for specialties.
3 Co-pay applies to each confinement. Confinement separated by less than 10 days is considered a single confinement.
4 Alternative care is limited to a total of 20 visits per year for all practitioners (Chiropractor, Acupuncture, Naturopath).

5 Lower level benefits apply to out-of-network chiropractic only.
8 Annual and lifetime limitations apply to in- and out-of-network visits combined.
7 Requires pre-certification. $200 penalty for failure to comply with pre-certification requirement when using out-of-network or non-preferred providers.
8 Based on medical necessity, Aetna may approve additional visits up to a maximum of 60 visits per calendar year.

Accumulators: If you terminate employment and are rehired in the same year, your deductibles, maximum benefits limits and co-insurance maximums will be carried forward.
All payments are payable after annual deductibles have been met, unless otherwise noted.
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VISION CARE PLAN BENEFITS

The Vision Care Plan, which is administered by Aetna, pays benefits for the Covered Expenses of routine
eye exams and eyewear for you and each Eligible Family Member enrolled in a Costco medical plan or
HMSA in Hawaii.

Keep in mind, except for refractive eye exams, the Vision Plan will not pay for Medically Necessary vision
care services you receive from an ophthalmologist or other Physician. Those costs, however, may be
covered by your Costco or HMSA medical plan.

Summary of Vision Care Plan

Service or Supply Maximum Annual Benefit

Refractive eye exam, one per calendar year Paid up to $60 (dollar limit does not apply to annual
eye exams for Eligible Children under age 19)

Covered eyewear, glasses (frames and lenses) Paid up to $150 once per calendar year

and contacts (including disposable contacts)
prescribed by a doctor and purchased from the
Costco Optical Department

HOW THE PLAN WORKS

The Vision Care Plan pays benefits for the following services and supplies:

1. Eye exams. The plan will pay up to $60 per participant for one routine (“refractive”) annual vision
exam per calendar year. This includes exams received from any qualified vision care providers,
including the Costco Optical Department.

2. Eyewear purchased from the Costco Optical Department. The plan will pay up to $150 per
calendar year for prescription eyeglasses and contact lenses (including disposable lenses). Note that
the eyewear benefit is payable only once per year for expenses you incur on a single date. For
example:

e Say you buy a set of eyeglasses and a pair of contacts during one visit, for a combined bill of
$200. The plan will reimburse you the full $150 and you'll pay the balance.

e Say you buy only one set of eyeglasses during one visit for which you pay $100. The plan will
reimburse you $100 but you will forfeit $50, the balance of the annual benefit. No further benefits
will be payable and you will be responsible for the full cost of any other eyewear you buy for the
rest of the year.

3. Eyewear purchased from non-Costco Optical Department providers. These expenses are only
covered in the following circumstances:

e |If there is no Costco Optical Department within 25 miles of your Location, you may buy your
prescription glasses or contacts from any qualified optical provider, then submit a claim for
reimbursement along with proof of your purchase to Aetna or

e |f Costco Optical provides a written confirmation they could not provide the lens or appropriately
fitting frames necessary to fill your prescription, you may go to a non-Costco optical provider for
the eyewear you need. To get reimbursed for your cost, you will need to submit your claim along
with the letter from Costco Optical to the Costco Employee Benefits Department.
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PRESCRIPTION DRUG PROGRAM BENEFITS

The Prescription Drug Program covers Medically Necessary drugs and supplies for you and each Eligible
Family Member enrolled in a Costco medical plan or HMSA in Hawaii. Except for emergencies, to receive
benefits you must purchase your medications from a covered pharmacy. Covered pharmacies are:

e Costco pharmacies

e Costco-designated network pharmacies. This includes many national drug store chains as well as
local pharmacies. To locate one near you, click on “Find a Provider” at www.costcobenefits.com. This
will link to Aetna’s list of providers customized specially for Costco employees. You may also call

Aetna customer service, 1-800-814-3543.

e In Locations where Costco pharmacies or designated network pharmacies are not available, Costco
has made a special arrangement with certain pharmacies to fill prescriptions for Costco Employees.
You'll be notified if this applies in your Location.

Keep in mind, the Prescription Drug Program only covers medications purchased from a Costco or
Costco designated pharmacy. If you use a non-covered pharmacy, you are responsible for the entire cost

of the prescription.

This is especially important to remember if you receive a prescription from a Walk-In Clinic. That's
because these kinds of clinics are often located in or near stores with pharmacies — and those
pharmacies may or may not be Costco designated pharmacies. Consequently, it's always important to

ask before you make your purchase.

Summary of Prescription Drug Program

Costco Pharmacy

Costco Designated
Network Pharmacy

Other pharmacies
(emergencies only)

Prescription Drugs

Available up to a 100 day supply (not to

exceed 600 tablets or capsules) per

prescription or refill. You will pay:

e Generic: $3 co-pay per 34 day supply

e Name brand: 15% co-pay. Minimum
charge of $10 and a maximum charge
of $50 per 34-day supply

Prescription Drugs
Available up to a 34 day
supply (not to exceed 250
tablets or capsules) per
prescription or refill. You
will pay:

e Generic: 25% co-pay.
Minimum charge of $15
and a maximum charge
of $50 per 34-day
supply

e Name brand: same as
Generic

Prescription Drugs
Covered at the Costco
designated pharmacy
network rate. Pay the full
cost yourself at time of
purchase, then submit a
claim to Aetna along with an
itemized invoice to:
Aetna Pharmacy
Management

Attn: Claims Processing
P.O. Box 14024
Lexington, KY 40512

Over the Counter (OTC) Medicine
Specific antacids and antihistamines
prescribed by your physician, up to supply

amounts listed on www.costcobenefits.com.

You will pay per prescription or refill:

e Kirkland brand: $0 co-pay

e Covered non-Kirkland brands: $2 co-
pay (may be reduced if Kirkland brand
equivalent is not available)

OTC Medicines. Not
covered

OTC Medicines. Not
covered

Additional dispensing limits (exact amounts may vary due to packaging), applicable co-pays apply:
e Creams/ointments: not to exceed 130 gm. per 34 day supply
e Liquids: not to exceed 500 ml. per 34 day supply

o Diabetic test strips: daily limit 6 per day, pre-certification required for quantities over this daily limit
[ ]

Injectables: Maximum 34 day supply.
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Note, if you or your Physician requests a brand-name prescription drug when a Therapeutic Equivalent

Generic Drug is available, you'll pay the name brand co-pay plus the retail cost difference between the

brand-name and Generic Drug. This will not apply if:

o there is no Generic Drug equivalent to the brand name drug,

o the pharmacy was unable to supply the Generic Drug at the time the prescription was presented, or

e the brand name equivalent is Medically Necessary because there has been a therapeutic failure with
the Generic Drug, as documented by your Physician and approved as Medically Necessary by Aetna.

HOW THE PLAN WORKS

Simply show your Costco medical plan ID card when you first visit a Costco pharmacy or Costco-
designated network pharmacy. (HMSA participants must show the special pharmacy ID card provided by
Aetna.)

You'll pay the applicable co-pay per purchase, with no deductibles required. If you participate in the
Health Care Reimbursement Account, under the “streamlining” option your prescription co-pays will be
deducted automatically from your Account at time of purchase provided there’s an available balance. For
more information, see Health Care Reimbursement Account starting on page 121.

The Prescription Drug Program will pay benefits for the following Covered Expenses:

1. Drugs that may be dispensed under Federal and State law only upon the written prescription of a

Physician. This includes prescription drugs for smoking cessation, including Wellbutrin, Bupropion,

Chantix, Nicotrol Inhaler and Nicotrol NS.

Insulin and needles/syringes to be used for insulin administration

Diabetic test strips

Compound medications when at least one ingredient is a prescription drug

Specific Over the Counter Medicines, prescribed in writing by a Physician and purchased at a Costco

pharmacy, including:

e Antacids and acid reducers, such as Kirkland Signature ™Acid Reducer Tablets, Kirkland
Signature ™ Acid Controller, Zantac ® and Pepcid ®

e Antihistamines, such as Kirkland KS Allerclear ® D24DR, Kirkland Signature Allerclear® Non-
Drowsy Loratadine, Claritin ® Non-Drowsy 24 hours, Claritin ® D24, Calritin ® RediTabs, Claritin
® D 12 hr, Alavert ® Non-Drowsy Loratadine Orally Disintegrating Tablets, Zyrtex®

For the most current list of covered Over the Counter medications, including covered supply amount,

see “Pharmacy” under Health Benefits on www.costcobenefits.com or call Aetna customer service.

AETNA SPECIALTY PHARMACY =¥

M
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Aetna Specialty Pharmacy M is the preferred pharmacy for certain injectible medications and specialty

oral medications prescribed by your Physician. Typically, these medications:

e require special storage and handling,

e are not readily available at local pharmacies, and

e may be required for such medical conditions as anemia, asthma, Crohn’s Disease, Hepatitis,
HIV/AIDS, Multiple Sclerosis, and rheumatoid arthritis.

If your medications are available through the Aetna Specialty Pharmacy, Aetna will notify you of your
eligibility to participate and provide more information about how the program works. Participation is
voluntary. If you choose to participate, orders for these medications will be filled over the phone, then
mailed directly to your home or your medical provider as appropriate. Co-pays are the same as for
prescriptions purchased at a Costco Pharmacy.

Toll free numbers for the Aetna Specialty Pharmacy SM are 1-866-782-2779 or TDD 1-877-833-2779. To
learn more, you may also go online to AetnaSpecialityPharmacy.com.
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CARE NETWORK BENEFITS

The Care Network, administered by Unicare, stands for “Confidential Assistance and Resources for
Everyone.” The Care Network is available to all eligible Employees and Family Members, whether or not
they are enrolled in the Costco Employee Benefit Program. In fact, you can even continue to access Care
Network services for up to 60 days after you have terminated employment.

This program is designed to help you and your family deal with personal and relationship issues that may
affect your life or ability to perform your job. These may include, for example, concerns related to family or
parenting, relationships, stress, legal and financial issues, alcohol and drug use, and work.

To get the help you need:

e Call Care Network toll-free at 1-877-578-0528 24 hours a day, seven days a week, to talk to a trained
staff member.

e From www.costcobenefits.com, link to the Care Network web site. This is your source for valuable
information about many issues, including links to informative web sites, reading lists, referral
resources, and interactive self-assessment tools.

All information provided to the Care Network is kept strictly confidential based on applicable federal
guidelines, including the provisions described in Confidentiality of Health Information, starting on page 45.

HOW THE PLAN WORKS

Often, a simple phone call or search on the web site may be all you need to point you in the right
direction. Or, depending on your circumstances, you may be referred for face-to-face sessions with a
Care Network associated Licensed Mental Health Professional.

Care Network services provided to you at no cost include:

e Help with personal issues, resources for common life challenges, such as finding care for your
children or elders or locating financial and legal information and assistance.

e Counseling, short term evaluation and counseling sessions with a Care Network mental health
professional. The plan will cover up to six visits per personal issue.

If you require lengthier or more specialized services than the Care Network is intended to provide, the
Care Network staff can help you determine your choices and options. The decision to seek help and who
will provide the help is always up to you. You are responsible for charges you incur as a result..

If you are a Costco medical plan participant, your Covered Expenses may be paid as described under the
section, Mental Health and Substance Abuse Benefits, starting on page 60.
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DENTAL PLAN BENEFITS

The Costco Core and Premium Dental Plans are administered by Aetna. The following enroliment rules

apply to these plans:

e You and each family member enrolled for dental must also be enrolled in a Costco medical plan

(HMSA in Hawaii).

e If you elect dental for yourself, you must elect it for all your family members enrolled for medical
coverage. They will be in the same dental plan you choose for yourself.
You may decline dental, even if you elect medical coverage.
No matter which medical option you choose, you may elect either Core or Premium Dental unless you
are a Part Time Employee, in which case you are limited to the Core Dental plan. (This also applies if
you are a Full Time Employee but classified as “part-time” for benefit purposes as described in
Benefit Measurement Periods, starting on page 16.)

Summary of Dental Plans

Annual maximum benefit
(Benefits for preventive care and
orthodontic services do not count
against the annual maximum.)
Preventive care services, such
as routine exams and cleanings,
twice per year

Basic services such as fillings,
extractions, root canals,
periodontics (treatment of gums
and soft tissues)

Major services such as crowns,
bridges, dentures, implants

Orthodontic services

$1,500 for covered Basic
Services and Major Services
combined.

100% no 100%
deductible Reasonable and
Customary

(R&C) charges,
no deductible

85% after 80% of
deductible Reasonable and
Customary

(R&C) charges
after deductible
50% of R&C

after deductible

55% after
deductible

50% no deductible. Lifetime
maximum benefit: $1,250

Core Plan Premium Plan
Plan Benefits In Network  Out of Network | In Network Out of
Network
Annual deductible $50 $50 individual $50 individual $50
individual $150 family $150 family individual
$150 family $150 family

$2,000 for covered Basic Services
and Major Services combined.

100% no 100% R&C,
deductible no
deductible
85% after 80% R&C
deductible after
deductible
55% after 50% of
deductible R&C after
deductible

50% no deductible. Lifetime
maximum benefit; $1,500

USING PARTICIPATING PROVIDERS

The Core and Premium Dental Plans are Preferred Provider Organizations (PPOs) offering a national
network of participating dentists. The plans pay benefits for covered services and supplies you and your
enrolled family members receive from any qualified dentist. However, it's to your advantage to use a PPO
participating dentist whenever you need dental care. Here's why:

e Covered Basic and Major Services received from participating dentists are paid at a higher in-network

level.

e Participating dentists have contracted with Aetna to provide services and supplies at Negotiated
Rates. That means they accept payment from your dental plan and any required amounts you pay
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towards your annual deductible or coinsurance as payment in full. There are no further costs to you
(subject to the limits on lifetime and annual maximum benefits and non-covered expenses).

e If you receive services from an out of network provider, that provider may charge more than the
Reasonable and Customary (R&C) charges established by Aetna. In that case, in addition to your
other out-of-pocket expenses, you'll be responsible for any amount that exceeds R&C.

e Your PPO dentist will file claims on your behalf. If you use a non-participating dentist, it will be your
responsibility to make sure claims for the Covered Expenses you incur are filed in a timely and proper
fashion.

To find a PPO patrticipating dentist near you, click on “Find a Provider” at www.costcobenefits.com. This
will link you to Aetna’s list of providers customized for Costco Employees. You may also call Aetna
Customer Service, 1-800-218-1458.

YOUR OUT-OF-POCKET COSTS

As a dental plan participant, you pay a share of the Covered Expenses you incur and your plan pays the
balance. Your share of dental expenses, called your “out-of-pocket costs,” include the following:

1. Your annual deductibles. These are the amounts you must pay each calendar year toward all
Covered Expenses (except preventive care or orthodontic services) before your plan begins to pay
benefits.

e The individual deductible applies separately to each covered family member.

e The family deductible applies to you and your covered family members on a combined basis.
When the family deductible is satisfied, no further deductible needs to be met by any covered
family member during the remainder of that calendar year.

e If your coverage starts and stops within the same calendar year, any amounts you previously paid
towards the annual deductible will count for the rest of that year. However, amounts you pay in
one calendar year do not carry over into the next year.

2. Your coinsurance. This is the percentage of Covered Expenses you pay after you satisfy your
annual deductible. For example, say you incur Covered Expenses for which your plan pays 85%,
after your deductible. For these Covered Expenses, your coinsurance would be 15%.

ANNUAL MAXIMUM DENTAL BENEFIT

As follows, each Costco dental plan pays a maximum dollar amount per year for all covered basic and
major services in or out of network. (Benefits for preventive and orthodontic services do not count against
the annual maximum benefit.)

e Core Dental Plan: $1,500 per person per year

e Premium Dental Plan: $2,000 per person year

Once you've received the annual maximum benefit your plan will pay no further benefits for any basic or
major dental services for the rest of that year. If your coverage starts and stops within the same year, any
benefits previously paid by the plan will count toward the maximum benefit for the rest of that year.

LIFETIME MAXIMUM ORTHODONTIC BENEFIT

Each dental plan pays the following lifetime maximum benefit for orthodontic services:
e Core Dental Plan: $1,250 per person
e Premium Dental Plan: $1,500 per person

These dollar maximums apply to all payments for orthodontic services on behalf of an individual for the
entire time he or she is covered by all Costco dental plans combined. Once you reach the maximum, your
dental plan will pay no further orthodontic benefits for the rest of the time you are covered.

If you leave Costco for any reason, then are re-hired, the lifetime maximum benefit payable for
orthodontic benefits is always carried forward regardless of how long you were gone.
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PREDETERMINATION OF BENEFITS

Whenever the charges for your dental care are expected to exceed $350, you should ask your dentist to
obtain a pre-determination of benefits from Aetna. A pre-determination will give you an advance idea of
whether the proposed procedure is a Covered Expense, the amount your plan may pay for the procedure,
and what your financial responsibility may be.

Your dentist may request a pre-determination electronically or by submitting a standard American Dental
Association (ADA) claim form to Aetna, PO Box 14094, Lexington KY 40512-4094.

ALTERNATE TREATMENTS

If more than one service can be used to treat a covered person’s dental condition, the Costco dental
plans will only pay benefits based on the least costly covered service. This applies only if the least costly
service:

e is deemed by the dental profession to be an appropriate method of treatment, and

e meets broadly accepted national standards of dental practice.

If you and the dentist decide to proceed with a more costly method of treatment, the excess amount will
not be covered by the plan and you'll be responsible for that amount. Exception: porcelain will be allowed
for crowns.

WHAT THE CORE AND PREMIUM DENTAL PLANS COVER

The plans pay benefits only for the Covered Expenses listed below. As specified on the Summary of
Dental Benefits, starting on page 70, benefits are paid after any applicable deductibles and are subject to
annual or lifetime maximum benefit limits.

Covered Preventive Care Services

1. Routine comprehensive examinations (periodic oral evaluation), twice each calendar year per eligible
person

2. X-rays, one set of bitewing x-rays per calendar year; complete x-ray series including full mouth or

panorex X-rays once in a three-year period; vertical bitewings limited to one set every three-year

period

Emergency examinations (problem-focused exams), two per calendar year

Dental cleaning (prophylaxis), two per calendar year

Periodontal maintenance cleanings limited to twice per calendar year

Fissure sealants for children-under age 16, once in a three-year period per tooth, available only for

permanent molars

Topical application of fluoride, covered to age 18, twice per calendar year

8. Space maintainers to maintain space for eruption of permanent teeth

ook w

Covered Basic Services
1. Amalgam, synthetic, composite (filled resin) for treatment of carious lesions (visible destruction of
hard tooth structure resulting from the process of dental decay). If a composite restoration is placed
on a molar tooth only the cost of the amalgam filling will be covered
Stainless-steel crowns
Extraction of teeth
Surgical extractions of impacted teeth
General anesthesia/intravenous (deep) sedation covered:
e in conjunction with certain covered endodontic, periodontic and oral surgery procedures, if
Medically Necessary or
e if Medically Necessary for children through age 6 or a physically or developmentally disabled
person, when in conjunction with covered dental procedures
General anesthesia and intravenous sedation are not both covered when performed on the same
day.
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6. Periodontal services, surgical and nonsurgical procedures for treatment of the tissues supporting
the teeth, including root planing, gingivectomy, and provisional splinting

7. Nightguards/ occlusal guards only for bruxism (grinding of teeth), covered once in a three year
period

8. Root planing, limited to four separate quadrants per two rolling years

9. Limited occlusal adjustments

10. Root-canal therapy due to decay or trauma, including pulp exposure treatment, pulptomy,
apioectomy and x-rays

Covered Major Services
1. Crowns, inlays once in a two-year period per tooth subject to “Replacement of Existing Iltems”
discussed on page 73. This includes coverage of:

e Gold substitute castings or combinations of those materials (but not processed resin)

e Porcelain crowns on posterior teeth

Note, if a tooth can be restored with a filling material such as amalgam, synthetic, composite or

filled resin, the plan will pay benefits based on the Negotiated Rate or Reasonable and Customary

(R&C) charge as applicable for the amalgam, synthetic, composite, or filled resin restoration.

Crown buildups

Dentures, fixed bridges, removable partial dentures, full, immediate and overdentures

Surgical placement or removal of implants and appliances on implants. Replacement of an

appliance is covered once in every two year period subject to “Replacement of Existing Items”

discussed below.

5. Replacement of an existing prosthetic device, once every two-year period subject to “Replacement

of Existing Items” discussed below.

Full, immediate and overdentures.

Preparation for dentures, including preparation of the alveolar ridge and soft tissues (not including

lliac crest or rib grafts to alveolar ridges)

8. Temporary/interim partial dentures when they are used to replace any of the six anterior teeth,
provided the permanent prosthesis is eligible for coverage.

9. Partial dentures. If a more elaborate or precision device is proposed, subject to consultant review,
the plan may pay benefits for an alternate treatment based on the Reasonable and Customary
charge for a cast chrome or acrylic partial denture

10. Denture adjustments and relines, initial reline done more than six months after placement of
permanent denture

AW
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Covered Orthodontic Services. Subject to plan provisions, maximums and eligibility, the plan pays
quarterly benefits for Covered Expenses related to Orthodontic Treatment. These include:

1. Comprehensive Orthodontic Treatment for adults and children, including post-treatment stabilization
2. Removable, fixed, or cemented inhibiting appliances to correct thumb sucking

Benefits for accidental Injury. If your teeth are injured due to an accident, your Costco dental plan
will pay Covered Expenses related to that injury, but only those not covered by your Costco medical plan.
Any amounts paid by the dental plan will be subject to the usual deductibles, annual and lifetime
maximum limits.

Replacement of existing items. The replacement of, addition to, or modification of existing dentures,
crowns, casts or processed restorations, removable dentures fixed bridgework or other prosthetic
services are covered only in the following situations:

e The existing denture, crown, cast, or processed restoration, removable denture, bridgework, or other
prosthetic service cannot be made serviceable, and was installed at least two years before its
replacement.

e The existing denture is an immediate temporary one to replace one or more extracted natural teeth
and cannot be made permanent, and replacement by a permanent denture is required. The
replacement must take place within 12 months from the date of initial installation of the immediate
temporary denture.
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Extended coverage after eligibility ends. Ordinarily, the Costco dental plans will not pay benefits
for services you receive after your eligibility for the Costco Employee Benefit Program ends. The
exception is if, while you were still eligible, you began a service that requires multiple visits such as a root
canal, installation of a crown, or a prosthodontic installation.

For one of these procedures, your Costco dental plan will pay benefits for up to 30 days past the date
coverage would normally end, provided the service will be completed during that 30 day period.
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SMOKING CESSATION PLAN BENEFITS

Costco’s Smoking Cessation Plan, administered by Healthways QuitNet®, is designed to help you quit
smoking cigarettes or using tobacco in any other form. This voluntary plan is available to all benefits-
eligible Employees enrolled in the Employee Benefits Program. If this includes you, the program is also
available to your Eligible Family Members age 18 or older. Costco provides this valuable benefit in full, at
no cost to you.

HOW THE PLAN WORKS

To give you the maximum amount of flexibility, the Smoking Cessation Plan lets you mix and match
available services and supplies. This includes a range of online, print and telephone support plus access
to over-the-counter nicotine replacement therapy. Services are customized for you, for example, based
on your stage of treatment, your gender, how often you use tobacco, and your previous attempts at
quitting.

Note, by contract QuitNet® does not reveal individual treatment information to employers, so you can be
sure any help you receive will be kept strictly confidential.

ENROLLING IN THE PLAN

Once you're enrolled, you may use any available services in any combination you want — web-based
services, telephone services or a combination of both. To get started, you may enroll online. To do that,
go to www.costcobenefits.com then link to the Quit Net web site under the “Live Healthy” tab. You may
also enroll by calling QuitNet toll-free at 1-866-218-7719.

When you enroll, you or family members will need to provide your Costco employee number as
identification and enter certain personal information. The purpose is to help tailor the plan to meet your
wants and needs. You will also set a “Quit Date,” that is, the date on which you plan to stop using
tobacco. In addition, you may elect to:

e schedule personal telephone coaching and

e order nicotine replacement therapy.

Keep in mind, many tobacco users have to try one, two or more times before they quit for good. If you
have a relapse, you may re-enroll and order another course of Nicotine Replacement Therapy. However,
you are limited to a maximum of two enrollments per calendar year.

SUPPORT SERVICES

Here are just some examples of the support services the plan has to offer:

e QuitNet web site. Link from www.costcobenefits.com for access to personalized content, chat rooms
where you can interact with other people who are trying to quit, and expert support.

e Telephone coaching. Up to five supportive calls from a trained QuitNet counselor at a time and place
convenient for you.

e Access to QuitNet counselors. As often as you want, you can call 1-866-218-7719 toll-free, Monday
through Saturday, or email your questions or concerns via the QuitNet web site.

e Email Quit Tips. Messages to help you meet the challenge of quitting tobacco, delivered straight to
your inbox.

e QuitGuide. A colorful self-help booklet that includes science based information and support to guide
you through every stage of quitting.

e Follow-up surveys. Surveys sent to you periodically so you can input your feedback about the
program and how it's working for you.
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NICOTINE REPLACEMENT THERAPY

To help you through the stages of nicotine withdrawal, the plan offers over-the-counter nicotine
replacement therapy in the form of Nicorette Gum, Nicoderm Patches, and Nicorette (Commit) Lozenges.
When you enroll, the web site or your QuitNet advisor will help you decide which form may work best for
you.

Whichever form you elect, the plan covers a full course, that is, the dosage generally accepted by the
medical profession to be adequate to complete your treatment. The first shipment will be mailed directly
to your home shortly after you make your initial election. After that, you’ll need to re-order nicotine
replacement therapy as applicable.

Note, this plan does not cover prescription drug medications for smoking cessation. However, these may
be covered by the Costco Prescription Drug Program, as described starting on page 67.
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HEALTHCARE PLAN EXCLUSIONS

In addition to the other limitations and exclusions discussed throughout this and other sections of this
Summary Plan Description, following is a list of additional exclusions that apply to the Costco Healthcare
plans. However, these will not apply to the extent that coverage is required under any law that applies to
the Program or that would violate HIPAA.

General Healthcare Exclusions

1. Services or supplies that are not prescribed, recommended, or approved by your attending Physician
or dentist (if appropriate).

2. Services or supplies that are not Medically Necessary for the diagnosis, care, or treatment of lliness
or Injury (even if they are prescribed, recommended, or approved by your attending Physician or
dentist) except for wellness care under the medical plans and preventive care under the dental plans.

3. Any service or supply not listed in this Summary Plan Description as a Covered Expense.

4. Non-emergency or non-urgent services or supplies received outside the U.S. unless the provider is
an Aetna network participating provider as listed in Aetna’s provider directory. You can link to this by
clicking on “Find a Provider” at www.costcobenefits.com or by calling Aetna,1-800-218-1458.

5. Services or supplies for an lliness or Injury that:

e arises out of or is aggravated by or in the course of, any activity engaged in for pay or profit, and

o s eligible for payment under a Workers’ Compensation or occupational disease law regardless of
whether the individual applied and was properly enrolled.

6. Charges payable under any motor vehicle medical, motor vehicle no-fault, uninsured motorist, under-
insured motorist, personal injury protection (PIP), commercial liability, homeowner’s policy or other
similar type of coverage.

7. For Costco Employees in Texas, services or supplies for an illness or injury that arises out of your

“course and scope of employment,” as those terms are defined in the Costco Wholesale Corporation

Texas Injury Benefit Plan.

Custodial Care, including related services or supplies.

Assisted Reproductive Technologies or any services or supplies to assist, facilitate, permit or promote

conception or fertilization, although the plan will pay benefits for Covered Expenses related to an

illness underlying the infertility.

10. Temporomandibular joint (TMJ) treatment or other jaw joint disorders, except under the Costco
medical plans which will pay a maximum lifetime benefit of $2,000 per person for Covered Expenses
related to the treatment. This maximum benefit is not subject to medical plan restoration or
refreshment.

11. Any claims or requests for authorization submitted after the timely filing period. The timely filing period
for all claims submitted for reimbursement is not more than one year after services have been
rendered or supplies delivered.

12. Charges in excess of the Reasonable and Customary (R&C) amount or, in the case of a provider who
is in a plan’s network or PPO at the time a supply is delivered or services are rendered, charges in
excess of such provider’s negotiated charge for that service or supply.

13. Cosmetic surgery, plastic surgery, reconstructive surgery, or other services and supplies which
improve, alter, or enhance appearance but do not correct or materially improve a physiological
function whether or not for psychological or emotional reasons. This exclusion does not apply to the
extent services and supplies which are needed for any of the following:

e To improve the function of a part of the body that is not a tooth or structure that supports the
teeth; and is malformed as a result of a severe birth defect including cleft lip, webbed fingers, or
toes.

As a direct result of lliness or Injury or surgery performed to treat an lllness or Injury.
To reconstruct a breast following a mastectomy as required under the Women'’s Health and
Cancer Rights Act described starting on page 132.

©®
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14.

15.

16.

17.

18.
19.

20.

21.

22.

23.

24,

25.

26.

27.

28.
29.

30.

Any services and supplies which are covered in whole or in part under any other part of the Costco

Employee Benefits Program or any other group benefit plans provided by Costco. For example, your

medical plan will not pay benefits for services paid by the dental plan and vice versa.

Acupuncture therapy except as described under the plan’s Alternative Treatment benefit or when

performed by a Physician as a form of anesthesia in connection with surgery that is covered under

this plan.

Experimental or Investigative services or supplies. However, this exclusion will not apply with respect

to services or supplies (other than drugs) received in connection with an lliness if it is determined:

e the lliness can be expected to cause death within one year, in the absence of effective treatment,
and

e the service or supply shows promise of being effective for that lliness as demonstrated by
scientific data.

In making this determination on appeal, the plan will take into account the results of a review by a

panel of independent medical professionals. This panel, selected by the Claims Administrator, will

include professionals who treat the type of lliness in question. Also, in the case of participants who

have been determined to be Terminally lll, this exclusion will not apply with respect to drugs that:

e have been granted treatment Investigational new drug (IND) or Group c/treatment IND status, or

e are being studied at the Phase Il level in a national clinical trial sponsored by the National
Cancer Institute, if scientific evidence demonstrates that the drug is effective or shows promise of
being effective for an lliness.

Weight control services including surgical procedures, medical treatments, weight control/loss

programs, dietary regimens and supplements, food or food supplements, appetite suppressants and

other medications; exercise programs, exercise or other equipment; and other services and supplies

that are primarily intended to control weight or treat obesity, including morbid obesity, or for the

purpose of weight reduction, regardless of the existence of co-morbid conditions, except as described

under “Wellness and Health Improvement Benefits,” starting on page 59.

Fraudulent claims.

Expenses a person is not legally required to pay, or for which a provider waives the deductible or

coinsurance, or made only because there is health coverage.

lliness or Injury arising or aggravated as a result of war, declared or undeclared; invasion; or atomic

explosion.

Education or special education or job training whether or not given in a facility that also provides

health, medical or psychiatric treatment.

Foreign non-Emergency Care received outside the United States (except for Employees on U.S.

payroll assigned to Locations outside of the United States).

Services or supplies while incarcerated or confined in jail.

Charges for missed appointments; interest charges on unpaid balances; charges for medical records

necessary to determine benefits; completing of forms or reports; or patient management problems.

Any condition, disability or expense resulting from being engaged in an illegal occupation;

commission of or attempted commission of an assault or other illegal act; participation in civil

insurrection or a riot.

Services or supplies for lliness or Injury arising or aggravated during or as a result of duty as a

member of the armed forces of any state or country (unless that would violate the Uniformed Services

Employment and Re-Employment Rights Act).

Examinations, services or supplies required by an employer as a condition of employment;

examinations that the employer is required to provide under a labor agreement; examinations,

services or supplies required by any law of any government; or charges for services or supplies that

are required to be provided by any school system.

Recreational or educational therapy and non-medical self-help training.

Services or supplies furnished by or for a governmental Institution or agency or pursuant to any

government or Indian Health Care program under which the individual is, or could be eligible, unless

the Plan is legally required to provide coverage, unless prohibited by law.

Court-ordered care, such as counseling or alcohol or substance abuse treatment, unless

independently eligible for benefits under a component of the Costco Employee Benefits Program.
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31.

32.

33.

34.

35.

36.
37.
38.

39.

40.
41.

42.
43.
44,

45,

Charges payable under any other program, plan, or insurance, or from any third party, except as

specified under the Coordination of Benefits or subrogation provisions of the Costco Employee

Benefits Program.

Charges of a Preferred Provider in excess of such provider's negotiated charge for that service or

supply. This exclusion will not apply to any service or supply for which a benefit is provided under

Medicare before the benefits of the plan are paid.

Medical food or any other food except for:

o Medically Necessary food supplements ingested through a stomach tube (enteral feedings) or

e phenylketonuria (PKU) baby formula, prescribed by a Physician for an enrolled child, which is
covered under the Costco Medical Plans.

Primal therapy, rolfing, psychodrama, megavitamin therapy, bioenergetic therapy, vision perception

training, or carbon dioxide therapy.

Sex therapy and all related services and supplies including those associated with sex changes;

gender identity disorders; sexual dysfunction; deviations; disorders; or inadequacies or complications

arising there from, including therapy, supplies or counseling to address an lliness or Injury that does

not have a physiological or organic basis.

Emergency room care services for a condition that is not an Emergency Condition.

Services of a resident Physician or intern rendered in that capacity.

Services and supplies furnished, paid for, or for which benefits are provided or required under any law

of a government. This exclusion will not apply to “no fault” auto insurance if it is:

e required by law,

e provided on other than a group basis, and

e included in the definition of “other plan” in the sections entitled as specified under Coordination of
Benefits and subrogation provisions of the Costco Employee Benefits Program.

In addition, this exclusion will not apply to a plan established by a government for its own Employees

or their Eligible Family Members or to Medicaid.

Hypnotism; biofeedback except when Medically Necessary in certain specific circumstances;

personal blood storage; hair removal; stress management.

Custodial Care, private duty nursing, domiciliary care, care in a home for the aged.

Respite care, which is care that allows the family member or usual caretaker a reprieve from the

emotional and physical demands of caring for the terminally ill patient.

Removal of scars or tattoos.

Examinations or testing in order to obtain insurance.

Services or supplies for purposes of medical research; for judicial or administrative proceedings or

orders; or to obtain a license or official document.

Durable medical equipment such as whirlpools, portable whirlpool pumps, sauna baths, massage

devices, overbed tables, elevators, communication aids, vision aids or telephone alert systems.

However, the plan will cover an item of equipment, and the accessories need to operate it, provided it

is:

made to withstand prolonged use,

made for and mainly used in the treatment of a disease or Injury,

suited for use in the home.

not normally of use to persons who do not have a disease or Injury,

not for use in altering air quality or temperature, and

not for exercise or training.

The plan will cover no more than one item of such equipment for the same or similar purpose.

Specific Medical Plan Exclusions

1.

2.

3.

4,
5.

Abortions unless deemed medically necessary because the life of the mother is in danger if the child
is carried to full term; or in cases of incest, rape, congenital or genetic deformities.

Maternity benefits for Eligible Family Members other than for Spouses or Domestic Partners who are
enrolled for medical plan benefits.

Dental care, orthodontics or oral surgery except for Medically Necessary care for injury to sound
natural teeth.

External prostheses to replace prostheses due to loss, theft or destruction.

Biomechanical external prosthetic devices.
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10.
11.
12.
13.
14.

Eye surgery on a voluntary basis, such as Lasik, keratotomy or similar procedures to correct eyesight.
Reversal of sterilization procedures such as vasectomies or tubal ligations.

Treatment of learning disabilities or developmental delays including related treatment or services,
education testing, biofeedback or training. This includes treatment or services of a Physician, mental
health provider, physical therapist, occupational therapist, speech therapist or any healthcare
provider. The exception is treatment of Pervasive Developmental Disorders for children under age 7,
which may be covered if Medically Necessary and pre-approved by Aetna.

Speech therapy to correct pre-speech deficiencies or to improve speech skills that have not fully
developed unless resulting from disease, injury or congenital defect, or for therapy for children under
age 7 with Pervasive Developmental Disorders.

Chiropractic manipulation or therapy while under anesthesia.

Services provided by a massage therapist.

Immunization for travel outside the United States.

Home births, including related supplies or services.

Services of a resident Physician or intern rendered in that capacity.

Specific Mental Health and Substance Abuse Benefit Exclusions

1. Hospital or facility-based services that have not been pre-certified by Aetna, other than care for
Emergency Medical Conditions.

2. Applied Behavioral Analysis or Intensive Behavioral Therapies

3. Treatment of a covered health care provider who specializes in the mental health care field and
who receives treatment as a part of their training in that field.

4. Treatment of:

e impulse control disorders such as pathological gambling, kleptomania, pedophilia, caffeine or
nicotine use or

e antisocial personality disorders

e borderline personality disorders

e narcissistic personality disorders

5. Wilderness programs or other similar programs. These are programs, usually for adolescents,
that offer outdoor survival or wilderness experiences designed to help an individual with
emotional or behavioral problems.

6. Treatment of mental retardation, defects, and deficiencies.

7. Charges submitted for services by an unlicensed hospital, physician or other provider or not
within the scope of the provider’s license.

8. Counseling or pastoral services or treatment for marriage, religious, family, career, social
adjustment; financial counseling.

9. Educational services including:

e Any services or supplies related to education, training or retraining services or testing,
including: special education, remedial education, job training and job hardening programs.

e Services, treatment, and educational testing and training related to behavioral (conduct)
problems, learning disabilities and delays in developing skills.

e Evaluation or treatment of learning disabilities, minimal brain dysfunction, developmental,
learning and communication disorders, behavioral disorders including Pervasive
Developmental Disorders (except for children under age 7), training or cognitive
rehabilitation, regardless of the underlying cause.

10. Facility charges for care services or supplies provided in rest homes, assisted living facilities, or
similar institutions serving as an individuals primary residence or providing primarily custodial or
rest care; health resorts; spas, sanitariums; or infirmaries at schools, colleges, or camps.

11. Charges for personal items primarily for convenience or comfort. Examples include: telephone;
television; internet; barber, beauty or guest services; housekeeping services such as cooking,
cleaning, shopping; monitoring, security or other home services; and travel, transportation, or
living expenses, rest cures, recreational or diversional therapy.

12. Private duty nursing during your stay in a hospital, and outpatient private duty nursing services.

13. Sex change: Any treatment, drug, service or supply related to changing sex or sexual
characteristics, including:

e Surgical procedures to alter the appearance or function of the body;
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14.

15.
16.

17.

18.

19.

e Hormones and hormone therapy;

e Prosthetic devices; and

e Medical or psychological counseling.

Services provided where there is no evidence of pathology, dysfunction, or disease; except as

specifically provided in connection with covered routine care and cancer screenings.

Services of a resident Physician or intern rendered in that capacity.

Sexual dysfunction/enhancement: Any treatment, drug, service or supply to treat sexual

dysfunction, enhance sexual performance or increase sexual desire, including:

e Surgery, drugs, implants, devices or preparations to correct or enhance erectile function,
enhance sensitivity, or alter the shape or appearance of a sex organ; and

e Sex therapy, sex counseling, marriage counseling or other counseling or advisory services.

Speech therapy for treatment of delays in speech development — for example, the plan does not

cover therapy when it is used to improve speech skills that have not fully developed. (However,

Medically Necessary speech therapy is covered for children under age seven with Pervasive

Development Disorders.)

Therapies for the treatment of delays in development, unless resulting from acute illness or injury,

or congenital defects amenable to surgical repair (such as cleft lip/palate). Examples of non-

covered diagnoses include Pervasive Developmental Disorders (including Autism) except for

children under age 7, Down syndrome, and Cerebral Palsy, as they are considered both

developmental and/or chronic in nature.

Therapies and tests, including:

Amytal interview

Aromatherapy

Bio-feedback and bioenergetic therapy

Carbon dioxide therapy

Chelation therapy (except for heavy metal poisoning)

Computer-aided tomography (CAT) scanning of the entire body

Educational therapy

Gastric irrigation

Hair analysis

Hyperbaric therapy, except for the treatment of decompression or to promote healing of

wounds

Hypnosis, and hypnotherapy, except when performed by a Physician as a form of anesthesia

in connection with covered surgery

Lovaas therapy

Massage therapy

Megavitamin therapy

Primal therapy

Psychodrama

Psychiatric home services

Purging

Recreational therapy

Rolfing

Sensory or auditory integration therapy

Sleep therapy as a treatment for a behavioral health problem

Thermograms and thermography

Specific Vision Care Plan Exclusions

aghrwbNE

Non-prescription eyeglasses or contact lenses, including ophthalmic frames with polarized lenses.
Charges in excess of the amounts listed in the Vision Plan Benefits Schedule.

Cosmetic contacts.

Replacement of lost or broken frames and/or lenses.

Frames, lenses or contacts purchased at other than a Costco Optical Department, except as provided

in the Summary of Vision Care Plan Benefits, starting on page 66.
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Specific Prescription Drug Program Exclusions

1.

RBRoOo~N®

= O

12.
13.
14.
15.
16.

17.
18.
19.
20.

Any supply of a drug or other eligible item that is greater than the amount prescribed by the attending
Physician, or in excess of the plan’s dispensing limitations shown in the Summary of Prescription
Drug Program Benefits, starting on page 67.

Medications that can be legally dispensed without a prescription, such as aspirin, vitamins, nose
drops, and food supplements except for certain over-the-counter drugs prescribed by a physician, as
described starting on page 68.

Prescription drugs administered in a Hospital or Physician’s office, although your medical plan may
pay for these Covered Expenses.

Immunization agents, although routine and preventive immunizations may be covered by your
medical plan’s Wellness and Health Improvement Benefits.

Immunization agents, except as described under the wellness provisions of the medical plans or as
described in the Prescription Drug Program section, starting on page 67.

Drugs to promote fertility or conception, regardless of the intended use.

Therapeutic devices or appliances, and non-medical substances, regardless of intended use.

Hair restoration medication such as Propecia.

Retin-A other than for treatment of acne.

. Any non-drug item, except for diabetic supplies.
. Drugs necessary for treatment of an Iliness or Injury that is not eligible for benefits under the Costco

medical or other healthcare plans.

Medication furnished by any medical or drug service for which no charge is made to the patient.
Drugs that are illegal under local, state or federal law.

Drugs purchased in a foreign country and imported into the US.

Drugs and medications taken for the purpose of weight loss.

Drugs and medications for the treatment of erectile dysfunction, impotence, or sexual dysfunction or
inadequacy, including but not limited to sildenafil citrate; phentolamine; apomorphine;alprostadil; or
any other drug that is in a similar or identical class, has a similar or identical mode of action or
exhibits similar or identical outcomes. This exclusion applies whether or not the drug is delivered in
oral, injectable, or topical (including but not limited to gels, creams, ointments, and patches) forms.
Performance, athletic performance or lifestyle enhancement drugs or supplies.

Any prescription refilled in excess of the number specified by the Physician.

Replacement of lost, broken, destroyed or stolen prescriptions.

Drugs, devices, or supplies not approved for marketing or for prescribed use by the Food and Drug
Administration.

Specific Smoking Cessation Program Exclusions

1.

Prescription drugs for treatment of tobacco cessation although these may be covered under the
Prescription Drug Program.

Specific Dental Plan Exclusions

1.

Services provided outside the United States except for care performed by a PPO participating dentist,
as listed on Aetna’s customized provider directory for Costco employees. You can link to this by
clicking on “Find a Provider” at www.costcobenefits.com or by calling Aetna,1-800-218-1458.
Replacement of a lost, missing, or stolen appliance, or of an appliance that has been damaged due to
abuse, misuse, or neglect.

Dentures, crowns, inlays, onlays, bridgework, or other appliances or services used for the purpose of
splinting, to alter vertical dimension to restore occlusion, or to correct attrition, abrasion, or erosion.
An appliance, or modification of one, if an impression for it was made before the person became a
covered person; a crown, bridge, or cast or processed restoration, if a tooth was prepared for it before
the person became a covered person; root canal therapy, if the pulp chamber for it was opened
before the person became a covered person.

Space maintainers except when needed to preserve space resulting from the premature loss of
deciduous teeth.

Orthodontic Treatment, except as described in this Summary Plan Description.

Costco Employee Benefits Program SPD Effective 08-29-11 Page 82



10.

11.

12.
13.
14.
15.
16.
17.

18.

19.

General anesthesia and intravenous sedation, unless done in conjunction with another necessary
covered service.

Treatment by other than a dentist except for scaling or cleaning of teeth and topical application of
fluoride by a licensed dental hygienist under the supervision and guidance of a dentist.

Charges of a non-Preferred Provider to the extent the charges exceed the Reasonable and
Customary (R&C) amount payable for the services.

Crowns or cast or processed restorations unless treatment is for decay or traumatic injury, or teeth
cannot be restored with a filling material, or the tooth is an abutment to a covered partial denture or
fixed bridge.

Pontics, crowns, cast or processed restorations made with high noble metals, except as specifically
provided under covered Major Services.

Surgical removal of teeth done primarily for orthodontic purposes.

Surgical removal of wisdom teeth unless Medically Necessary.

Services needed solely in connection with non-Covered Expenses.

Consultations or elective second opinions.

Cosmetic dentistry, including teeth bleaching.

Desensitizing agents; analgesics such as nitrous oxide, conscious sedation or euphoric drugs;
injections or prescription drugs; general anesthesia/intravenous (deep) sedation, except for covered
oral, periodontal or endodontic surgical procedures. This exclusion does not apply to Novocain.
Habit-breaking appliances except for removable, fixed, or cemented inhibiting appliances to correct
thumb sucking covered under orthodontic services.

Temporomandibular joint (TMJ) treatment although the Costco medical plans may pay benefits for
Covered Expenses.
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INTRODUCING COSTCO DISABILITY INSURANCE PLANS

Information Resource

Unum Life Insurance Company of America 1-877-403-9348

The Costco Employee Benefits Program offers Disability Insurance Plans, insured and administered by
the Unum Life Insurance Company of America.

As follows, these plans are designed to protect Program Glossary

you against loss of earnings if you become A number of key phrases and words capitalized

Disabled due to Sickness, Injury or pregnancy.  [throughout this section of your SPD have specific

meanings as they apply to the Costco Employee

e Voluntary Short Term Disability (STD) Benefits Program.
Insurance Plan for Hourly Employees
except those located in California, Hawaii, To understand your benefits, you may need to
New Jersey, or New York. In those states, know the detailed definitions of those terms. These
Employees may be covered under a state- [ can be found in the Costco Employee Benefits
mandated plan instead. Program Glossary starting on page 147.

If Voluntary STD applies to you, you will be enrolled automatically for coverage when you first
become eligible, unless you decline within 30 days. For more information, see the section Special
Initial Enrollment Rules for Voluntary STD, starting on page 28.

e Long Term Disability (LTD) Insurance Plan for Hourly and Salaried Employees. Coverage is
automatic if you enroll in a Costco medical plan. If you decline medical, you may elect a benefit
package that includes LTD.

YOUR COSTS FOR DISABILITY COVERAGE

If you are enrolled for Voluntary STD Insurance, you will pay the full cost of your coverage through payroll
deduction. The cost will equal a percentage of your eligible earnings.

There is no cost to you for LTD Insurance if you're enrolled in a Costco medical plan. However, if you
decline medical but elect LTD Insurance, you will pay a portion of the cost. Your per paycheck costs are
shown in the current Rate Booklet available from your payroll or Benefits Representative.

Any contributions withheld from each paycheck pay for your coverage through that pay date. Depending
on the coverage start date, you may also have contributions for coverage before this pay period.

DELAY OF COVERAGE

If you are absent from work due to Injury or Sickness or on a Leave of Absence the date your Disability
Insurance Plan coverage would normally begin, your coverage will not begin until the date you return to
Active Employment.

MAKING A CLAIM FOR BENEFITS

To begin receiving benefits from these plans, you must file a claim and provide proof of your Disability.
Your benefits will begin only after Unum reviews and approves your claim. The exception is if you have
been receiving Voluntary STD benefits or benefits from New York or Hawaii state mandated plans. In that
case, you do not have to take any special steps to initiate a claim for Long Term Disability because Unum
will coordinate those claims on your behalf.
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See Filing Benefit Claims, starting on page 133, for general rules about applying for benefit payments.
Also, as described in If Your Claim Is Denied, starting on page 138, you have certain rights to appeal a
denial of your claim.

Filing your claim. To start your claim, your first step is to call Unum at 1-877-403-9348. It's important
to call as soon as possible after you become Disabled, preferably within 30 days. During your telephone
call, you will provide information such as the nature and cause of your condition, your job title, and
description of your Own Job duties.

Providing proof of your Disability. After you call, Unum will send you all the paperwork necessary
to complete your claim. This includes an Attending Physician’s Statement for your Physician to complete
and submit as proof of your Disability. Depending on the circumstances, additional proof may be required.
This might include, for example, an examination by a Physician, other medical practitioner and/or
vocational expert selected and paid for by Unum.

Proof of your Disability should be submitted within 90 days after you complete the applicable plan’s
Elimination Period. However, if it's not possible to meet that deadline, proof should be submitted as soon
as reasonably possible. In any case, the plan will not pay benefits if the claim and proof of your Disability
is not submitted within one year after otherwise required (except in the absence of legal capacity).

During the claim review process. As your disability claim is being reviewed, Unum will keep you up
to date on the status of your claim with phone calls and letters. Plus, you'll be able to check on your claim
status by linking to the Unum web site from www.costcobenefits.com.

After benefits begin. Unum may periodically review your condition to determine whether you continue
to be Disabled and therefore qualify for plan benefits. For instance, you may be required to have a
physical examination as often as reasonable or to be interviewed by Unum’s representative.

TAXATION OF BENEFITS

When and if you receive Long Term Disability Insurance Plan benefits, some or all of those payments will
be taxable to you. That's because Costco pays the cost of your LTD coverage. However, any Voluntary
STD Insurance Plan benefits you receive are not taxable to you because you pay the full cost of that
coverage.

DEDUCTIBLE SOURCES OF INCOME

Deductible Sources of Income are amounts from such sources as Social Security and other government
or group programs that are payable to you or your family due to your Disability. Combined, your payments
from a Costco Disability Plan and Deductible Sources of Income can add up to, but no more than, the full
amount you would receive from your Disability Plan alone.

It's important to apply for all such benefits to which you are or may be entitled. That's because, whether
or not you apply, Unum will estimate the benefit amounts for which you are likely to be eligible. The
appropriate amounts will then be deducted from your plan benefits.

Note:

e If you apply for a Deductible Source of Income but your claim is denied, that amount will not be
deducted from your Disability Plan payments.

e If you receive a cost of living increase from a Deductible Source of Income after your Long Term
Disability benefits begin, your LTD plan payment will not be reduced any further for that increase.

Unum offers a special claimant advocacy program that can help you make or appeal a claim for Social
Security disability benefits. For more information, call Unum at 1-877-403-9348.
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REHABILITATION AND RETURN-TO-WORK ASSISTANCE PROGRAM

The purpose of the Rehabilitation and Return-to-Work Assistance Program is to help Disabled Employees
return to work, at least on a Limited Basis. The program will be offered to you if it is determined you are
medically able to participate and that the program would be appropriate for your circumstances. In fact, if
the program is offered to you but you decline to participate, your Disability Plan benefits will stop.

If you participate, rehabilitation specialists will develop a personalized return-to-work plan specifically for
you, based on your medical and vocational history. Depending on your circumstances, your personalized
plan might specify a variety of items or services designed to make it easier for you to work. Examples
include coordination with Costco to help you return to work, adaptive equipment or job accommodations,
job placement services, and education and retraining.

While you are participating in this program you will receive an additional payment equal to 10% of your

regular Disability Insurance Plan benefits to a maximum of $1,000 per month. Plus, if you are receiving

LTD benefits, the program offers reimbursement of costs of care for your Eligible Family Members, which

includes your children under age 15 and children or other family members over age 15 who require

personal care.

e The purpose of the dependent care must be to allow you to participate in the Rehabilitation and
Return-to-Work Assistance Program.

¢ Reimbursement is available up to $250 per month per eligible dependent to a monthly maximum of
$1,000 for all eligible dependent combined.

In addition, if you recover but are unable to find a job, you may receive up to three plan payments after
you are no longer Disabled or until you return to work for Costco or any other employer — whichever
comes first.

Benefits from this program are not reduced for Deductible Sources of Income. However, the total benefits
paid to you by the plan, plus any Deductible Sources of Income, cannot exceed more than 100% of your
Base Weekly Earnings (while on STD) or Base Monthly Earnings (while on LTD).

WHEN PLAN BENEFITS WILL STOP

Costco Disability Insurance Plan benefits will stop on the earliest of the following dates:

1. You reach the applicable plan’s Maximum Payment Period

2. You are no longer Disabled under the terms of the applicable plan

3. You are no longer under the regular and continuous care of a licensed Physician or you refuse to
follow the treatment plan recommended by your Physician

4. You refuse to undergo a medical examination or fail to furnish additional information following a
written request by Unum

5. You refuse to receive recommended treatment that is generally acknowledged by Physicians to cure,
correct or limit your disabling condition

6. For Voluntary STD:

e when you are able to work in your Own Job or a Reasonable Alternative offered to you by Costco
but you choose not to or

o your Disability Earnings exceed 80% of your Base Weekly Earnings as described in If You Work
While Disabled, starting on page 88

7. For LTD, in either of these two cases:

e During the first nine months of LTD benefits, if you are able to work in your Own Job or a
Reasonable Alternative offered to you by Costco, but you choose not to; after nine months of LTD
benefits, if you are able to work in any Gainful Occupation but you choose not to or

e During the first 12 months of Disability payments, your Disability Earnings exceed 80% of your
Indexed Monthly Earnings; after 12 months of Disability payments, your Disability Earnings
exceed 60% of your Indexed Monthly Earnings, as described in If You Work While Disabled,
starting on page 93
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8. For benefits payable under the Rehabilitation and Return to Work Assistance Program, when you
cease to participate in the program or any other date on which payments would stop in accordance
with the Disability Plans. In addition, this program’s child care benefit will end when your children
reach the maximum age or are otherwise no longer eligible

9. After 12 months of payments if you are considered to reside outside the United States or Canada.
You are considered to reside outside the United States or Canada if you have been outside these
countries for a total period of six months or more during any 12 consecutive months of benefits

10. You die, although your survivors may receive a lump sum payment from the LTD plan as described in
LTD Survivor Benefits, starting on page 92.
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VOLUNTARY STD INSURANCE PLAN BENEFITS

If you become Disabled while enrolled for Voluntary STD Insurance, you will begin to receive weekly
benefits after you complete the Elimination Period. For purposes of this plan, Disabled means, due to
your non-Occupational Sickness or Injury or to pregnancy, you are:
e limited from performing the Material and Substantial Duties of your Own Job or a Reasonable
Alternative offered to you by Costco,
unable to earn 80% of your Base Weekly Earnings, and
under the Regular Care of a Physician.

Summary of Voluntary STD Insurance Plan

Elimination Period Seven consecutive days of Disability

Maximum Payment Period Up to 26 weeks of Disability, including the
Elimination Period

What the plan pays 60% of Base Weekly Earnings

Maximum weekly benefit $1,000

Minimum weekly benefit $25

If you work while Disabled Plan may continue to pay full or partial benefit
depending on circumstances

WHAT THE PLAN PAYS

Weekly benefits from the Voluntary STD will equal 60% of your Base Weekly Earnings. The amount of

the benefit will be based on your average earnings over the eight pay periods previous to the date of

Disability. This amount may be adjusted depending on the circumstances, for example:

e Increased to account for special payment you may have received, such as regularly-scheduled
premium pay.

e Reduced by any amounts you receive or are eligible to receive from Deductible Sources of Income
such as Worker's Compensation (but not below the weekly minimum payment of $25).

For an exact calculation of your benefit amount, be sure to call Unum at 1-877-403-9348.

IF YOU WORK WHILE DISABLED

If you are Disabled but return to work on a Limited Basis, the Voluntary STD Insurance Plan may continue

to pay a full or partial benefit while you work:

e If you are unable to earn 20% or more of your Base Weekly Earnings due to your Disability, your plan
benefit will continue with no reduction for Disability Earnings.

e If you are able to earn at least 20% but less than 80% of your Base Weekly Earnings, you will qualify
for a partial plan benefit based on your loss of income. Combined, your partial plan benefit and your
Disability Earnings will add up to more than you would receive from the plan alone.

Keep in mind, Unum will not pay benefits for any week during which Disability Earnings exceed 80% of
weekly earnings. if your weekly Disability Earnings exceed 80% of your Base Weekly Earnings, payments
will stop and your claim will end. However, if your Disability Earnings routinely fluctuate from week to
week, the plan will average your Disability Earnings over the most recent three weeks. In that case, your
claim will not end unless that three-week average exceeds 80% of your Base Weekly Earnings.
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Determining your partial STD benefit. To determine your partial benefit:

1. Subtract your Disability Earnings from your Base Weekly Earnings at the time you became
Disabled. This is your “income loss.”

Divide your income loss by your Base Weekly Earnings to arrive at a percentage.

Multiply this percentage times your weekly Voluntary STD Insurance Plan benefit. This is your
partial benefit amount.

2.
3.

For example, take a Disabled Employee with $700 Base Weekly Earnings and a plan benefit of $420
(60% x $700) per week. Now let's say this Employee has Disability Earnings of $200 per week:

1. $700 Base Weekly Earnings — $200 Disability Earnings = $500 income loss

2. $500 income loss + $700 Base Weekly Earnings = 71%

3. 71% x $420 Voluntary STD benefit = $300 partial Voluntary STD benefit per week

Combined, this Employee’s $200 Disability Earnings plus the $300 partial plan benefit add up to $500
per week.

RECURRENT DISABILITIES

If you have been receiving benefits from the Voluntary STD Insurance Plan, return to Active Employment
and then become Disabled once again, your benefits will be affected as follows:

1.

If your Recurrent Disability happens within 90 consecutive days of your return:

o the Disability will be treated as part of your prior claim and prior Disability,

e you will not have to complete another Elimination Period,

e plan benefits may continue for the remaining balance of the 26 week Maximum Payment Period,
and

e your claim will be subject to the same terms of this plan as your prior claim.

If your Recurrent Disability happens more than 90 consecutive days after you return or if you become

Disabled after one day of Active Employment due to a condition unrelated to the same cause or

causes as your prior Disability:

e the Disability will be treated as a new claim and a new Disability,

e you will be required to satisfy a new Elimination Period after which plan benefits are payable for
up to 26 weeks of Disability (including the Elimination Period), and

e your claim will be subject to all of the provisions of the plan in effect at the time you become
Disabled again.
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LTD INSURANCE PLAN BENEFITS

If you become Disabled while covered by the Long Term Disability Insurance Plan, you will begin to
receive monthly benefits after you complete the plan’s Elimination Period. For purposes of LTD, Disabled
means, due to Sickness, Injury or pregnancy, you are under the Regular Care of a Physician and meet
the following requirements.
1. For your first nine months of LTD payments:
e you are limited from performing the Material and Substantial Duties of your Own Job or a
Reasonable Alternative offered by Costco, and
e you are unable to earn 80% or more of your Indexed Monthly Earnings.
2. After nine months of LTD payments, you are unable to perform the duties of any Gainful Occupation
for which you are reasonably fitted by education, training or experience.

Summary of LTD Insurance Plan

Elimination Period 180 consecutive days of Disability

What the plan pays 60% of Base Monthly Earnings

Maximum monthly benefit $8,000

Minimum monthly benefit $50 (Part-Time Employees) and $100 (Full-Time
Employees)

Maximum Payment Period Up to age 67. Special maximum payment periods

apply to Disabilities that start after age 62 or are
due to Mental lliness or Self-Reported Symptoms.

Healthcare Protect Benefit An additional monthly payment to help pay the

costs of your healthcare coverage which may:

e Begin after you complete the 12 month
Healthcare Protect Benefit waiting period
(including six months of LTD) and

e Continue for a maximum of 12 months (up to
17 months if you have been on COBRA for at
least 60 days and are approved for Social
Security Disability Benefits within 24 months
from your date of disability)

If you work while Disabled Plan may continue to pay full or partial benefits

depending on circumstances

Note:

1. If you become Disabled within the first 12 months after your Benefit Effective Date, benefits will not be
payable if Unum determines the Disability is due to a Pre-Existing Condition. For this plan, that
means a Sickness, Injury, or pregnancy for which, in the three months just prior to your effective date
of plan coverage, you:

e received medical treatment, consultation, care or services, including diagnostic measures or

e took prescribed drugs or medicines, or

e had symptoms for which an ordinarily prudent person would have consulted a health care
provider.
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2. Plan benefits will be reduced by any amounts you receive or are eligible to receive from Deductible
Sources of Income, but will not be reduced below the minimum monthly benefit shown in the
Summary of LTD Plan Benefits above.

3. If you are entitled to benefits for less than an entire month, for that month you will receive 1/30" of
your payment for each day you are entitled to benefits.

HOW LONG LTD BENEFITS MAY CONTINUE

For Disabilities due to most conditions, the plan will continue to pay monthly LTD benefits for the following
Maximum Payment Period or until you are no longer Disabled — whichever comes first. The Maximum
Payment Period is counted from the day after you complete the plan’s 180-day Elimination Period.

Maximum Payment Period

If you are this age when | Your LTD benefits may
your Disability begins: continue:
Under age 62 To age 67
Age 62 60 months
Age 63 48 months
Age 64 42 months
Age 65 36 months
Age 66 30 months
Age 67 24 months
Age 68 18 months
Age 69 or older 12 months

Disabilities due to Mental lliness or Self-Reported Symptoms. The Maximum Payment Period
is 18 months for all Disabilities due to the following conditions. This includes all the LTD payments you
may receive for these disabilities combined in your lifetime, counted from the day after you complete the
180-day Elimination Period:

e Mental lliness, disabilities not including dementia resulting from stroke, trauma, viral infection,
Alzheimer’s disease, or other conditions which are not usually treated by a mental health provider or
other qualified provider using psychotherapy, psychotropic drugs, or other similar methods of
treatment.

o Self-Reported Symptoms, disabilities due to symptoms not verifiable by tests, procedures, or clinical
examinations according to accepted standards in the practice of medicine. Examples include
fibromyalgia, chronic fatigue syndrome, and migraine headaches.

LTD benefits for Mental lliness or Self-Reported Symptoms may continue beyond the 18-month Maximum

Payment Period in either of the following situations:

1. If you are confined in a hospital or institution at the end of the period, payments will continue during
your confinement. (“Hospital or institution” for this purpose means an accredited facility licensed to
provide care and treatment for the condition causing your Disability.) After you are discharged,
payments will continue for a 90 day recovery period counted from the day of discharge. If you are re-
confined for at least 14 days in a row during that recovery period, payments will continue during that
confinement and for one additional 90 day recovery date.

2. If you continue to be Disabled after the 18 month period, then are later confined to a hospital or
institution for at least 14 days, you will receive payments during that subsequent confinement.

These exceptions apply only to the extent that you remain Disabled and would, except for the 18-month

limit, have been entitled to receive LTD benefits. In no case will benefits be payable past the Maximum
Payment Period shown in the “Maximum Payment Period” table shown above.
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HEALTHCARE PROTECT BENEFIT

The Healthcare Protect Benefit is a special provision of the Long Term Disability Insurance Plan,
designed to help you pay the continued monthly costs of your healthcare coverage. If you qualify, you will
receive $300 per month (Part-Time Employees) or $500 (Full-Time Employees) in addition to your regular
monthly LTD payments.

The Healthcare Protect Benefit is not subject to Deductible Sources of Income or other provisions which
would otherwise increase or reduce your monthly LTD benefit. However, the total benefit payable to you
by the LTD plan, including the Healthcare Protect Benefit plus any Deductible Sources of Income, cannot
exceed 100% of your Base Monthly Earnings.

Qualifying for the benefit. Unum will notify you if you qualify for the additional Healthcare Protect

Benefit. To qualify, you must:

e have been continuously Disabled during the Healthcare Protect Benefit 12 month waiting period,

e have received six months of LTD payments, counted from the day after you complete the LTD plan’s
Elimination Period,
have been participating in a Costco or other employer’s healthcare plan when you became Disabled,
not be eligible for Costco healthcare coverage as an Employee or as a family member of another
Employee, and

e currently have other healthcare coverage — such as through COBRA, a private insurance plan or
another employer’'s medical plan — and provide Unum with proof of that coverage.

When the Healthcare Protect Benefit may begin. Payments may begin after you have been
continuously Disabled through the 12-month Health Protect Benefit Waiting Period (including six months
of LTD benefits). The days you are Disabled but continue to work and have Costco healthcare coverage
won'’t count toward the waiting period.

The Healthcare Protect Benefit will be delayed in either of the following circumstances:

e You are still receiving Costco COBRA subsidy payments at the end of the 12 month waiting period (in
which case the benefit will only begin after the subsidy ends).

e You have returned to work while Disabled during which time you had Costco healthcare coverage (in
which case the benefit will only begin after you complete the 12 month waiting period).

How long the Healthcare Protect Benefit may continue. In general, payments may continue for a

maximum of 12 months. However, payments may continue for up to 17 months if;

e the Social Security Administration makes a determination that you are disabled under Title Il or Title
XVI of the U.S. Social Security Act and

e that determination is made during the first 24 months of your disability and you have been on COBRA
for at least 60 days.

In any case, your payments from the Healthcare Protect Benefit will end the date your benefit payments
under the Long Term Disability Plan stop or you no longer have healthcare coverage.

LTD SURVIVOR BENEFITS

If you die while you are receiving or are eligible to receive LTD benefits, the plan will pay a lump sum

amount to your surviving Spouse:

e If you do not have a surviving Spouse, the lump sum will be paid in equal shares to your children
under age 25.

e If you're not survived by a Spouse or children under age 25, the sum will be paid to your estate.

e [f there is no estate, the benefit will not be paid.

The survivor benefit equals three times your monthly LTD benefit amount (not including any Rehabilitation
and Return to Work Program benefits), unreduced for any Deductible Sources of Income.
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IF YOU WORK WHILE DISABLED

Some Employees are able to continue working on a Limited Basis while they are Disabled. If this includes
you, a Unum rehabilitation specialist will work with you and Costco to identify and put in place workplace
modifications that can help you work at your Own Job or a Reasonable Alternative.

While you work, the plan may continue to pay you a full or partial benefit as follows:

e If you are unable to earn at least 20% of your Indexed Monthly Earnings, your plan benefit will
continue with no reduction for Disability Earnings.

e If you earn from 20% up to 80% of your Indexed Monthly Earnings (first 12 months of Disability
payments) or up to 60% of your Indexed Monthly Earnings (after 12 months of Disability payments),
plan benefits may still continue. However, the amount may be affected by your Disability Earnings as
shown below.

Remember, LTD benefits, including benefits you receive while you work, will continue to be reduced by
any Deductible Sources of Income.

During the first 12 months you work while Disabled. Your LTD plan benefit plus your Disability
Earnings can equal up to, but no more than 100% of your Indexed Monthly Earnings. Your benefit will be
reduced by the amount that total exceeds 100% of your Indexed Monthly Earnings.

For example, take an Employee with $2,000 Indexed Monthly Earnings, $1,200 monthly LTD benefit, and
no Deductible Sources of Income. The Employee can earn up to $800 while Disabled ($2,000 - $1,200 =
$800) with no reduction of benefits. The benefit will be reduced, however, for every dollar earned over
$800.

After you have worked 12 months while Disabled. You may receive a partial plan benefit based
on your loss of income. Combined, your partial plan benefit plus your Disability Earnings will add up to
more than your LTD benefit alone. To determine your partial monthly benefit:
1. Subtract your monthly Disability Earnings from your Indexed Monthly Earnings. This is your
income loss.
2. Divide your income loss by your Indexed Monthly Earnings to arrive at a percentage.
3. Multiply this percentage times your monthly LTD benefit to arrive at the amount of your partial
payment.

If your Disability Earnings exceed the limits. If your monthly Disability Earnings exceed 80% of
your Indexed Monthly Earnings during the first nine months of Disability payments (or 60% of Indexed
Monthly Earnings after nine months), payments will stop and your claim will end. Unum will not pay
benefits for any month during which your Disability Earnings exceed these limits.

If your Disability Earnings routinely fluctuate from month to month, the plan will average your Disability

Earnings over the most recent three months. In that case, your benefits will end as follows:

e During the first nine month period of disability, if the three month average exceeds 80% of your
Indexed Monthly Earnings.

o After the first nine month period of disability, if the three month average exceeds 60% of your Indexed
Monthly Earnings.

Notifying Unum. If you return to work while Disabled, it's your duty to provide notification that you are
back on the job. You may be required to provide Unum with proof of your monthly Disability Earnings,
including appropriate financial records, at least quarterly. Your plan payment will be adjusted based on
your quarterly Disability Earnings and any overpayments or underpayments will be applied to benefits
payable by the plan.
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BECOMING DISABLED AGAIN DURING THE ELIMINATION PERIOD

During the plan’s Elimination Period, it's possible for you to recover from your Disability, return to Active
Employment, then become Disabled once again. In that case:
1. The time you were Disabled before and after you return to Active Employment will count towards
satisfying the Elimination Period if your Disability recurs in less than 90 days.
2. Your Elimination Period will start over, counted from the date you became Disabled again if:
e you become Disabled due to the same or related condition after you've been back 90 days or
more or
e you become Disabled after one day of Active Employment due to a condition unrelated to or not
due to the same cause or causes as your prior Disability.

RECURRENT DISABILITIES AFTER BENEFITS BEGIN

After your LTD benefits have begun, it's possible for you to recover from your Disability, return to Active
Employment, then become Disabled once again. If this happens within six consecutive months:

e the Recurrent Disability will be treated as part of your prior claim and your prior Disability,

e you will not have to complete another Elimination Period,

e plan benefits will continue for the Maximum Payment Period, counted as if you had not returned, and
e your claim will be subject to the same terms of this plan as your prior claim.

If your Recurrent Disability happens after six months of Active Employment or you become Disabled after

one day of Active Employment due to a condition unrelated to or not due to the same cause or causes as

your prior Disability:

e the Disability will be treated as a new claim and a new Disability,

e you will be required to satisfy a new Elimination Period, after which LTD benefits will be payable for
up to the Maximum Payment Period, and

e your claim will be subject to all of the provisions of this plan in effect at the time you became
Disabled again.
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DISABILITY INSURANCE PLAN EXCLUSIONS

In addition to the other limitations and exclusions discussed throughout this and other sections of the
Summary Plan Description, following is a list of additional exclusions as specified in the applicable
insurance contracts. If you have any questions about your particular circumstances, feel free to call
Unum.

The Costco Disability Insurance Plans do not pay benefits for the following.

1. Any Disabilities caused by, contributed to by, or resulting from:
e intentionally self-inflicted injuries
e  participation in a riot
e inability to work due to loss of a professional license, occupational license or certification, even if

the loss of the license is the result of a Disability

e an attempt to commit or commission of a crime under state or federal law

2. Disabilities due to war, declared or undeclared, or any act of war

3. For Long Term Disability Insurance, any Disabilities during the first 12 months after the coverage
effective date that are caused by, contributed to by, or resulting from a Pre-Existing Condition. A Pre-
Existing Condition means, for purposes of LTD, a Sickness, Injury, or pregnancy for which, in the
three months just prior to your effective date of plan coverage, you:
e received medical treatment, consultation, care or services, including diagnostic measures or
e took prescribed drugs or medicines, or
e had symptoms for which an ordinarily prudent person would have consulted a health care

provider.

4. Any period of Disability while you are in jail

5. Disabilities during any period when you are not under the Regular Care of a Physician

6. Inthe case of the Voluntary STD Insurance Plan, any Disabilities caused by, contributed to by, or
resulting from an Occupational Sickness or Injury, including any Disability covered by a State
Workers’ Compensation Act or similar law or by the Costco Wholesale Corporation Texas Injury
Benefit Plan.
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INTRODUCING COSTCO SURVIVOR BENEFIT PLANS

Information Resources

Unum Life Insurance Company of America 1-877-403-9348

The Hartford 1-800-523-2233

The Costco Employee Benefits Program includes the following Survivor Benefit Plans:

Life Insurance, insured and administered Program Glossary

by Unum Life Insurance Company of A number of key phrases and words capitalized
America, pays benefits if you die while throughout this section of your SPD have specific
covered. Available coverage includes: meanings as they apply to the Costco Employee
e Basic Life Insurance, for you and Benefits Program.

Eligible Family Members ]
e Supplemental Life Insurance for you and | To understand your benefits, you may need to

Eligible Family Members know the detailed definitions of those terms. These
can be found in Costco Employee Benefits Program
Accidental Death and Dismemberment Glossary starting on page 147.

(AD&D) Insurance, insured and

administered by Unum Life Insurance Company of America, pays benefits for loss of life and certain
other serious physical Injuries resulting from an accident. Available coverage includes:

e Basic AD&D Insurance for you

e Supplemental AD&D Insurance for you and Eligible Family Members

Business Travel Accident (BTA) Insurance for Salaried Employees, insured and administered by
The Hartford insurance company, pays benefits for covered losses due to Injury that occurs while you
are traveling on behalf of the company. BTA is insured and administered by The Hartford insurance
company.

Note that these are group term life insurance policies, with no cash value until a claim is paid to your
beneficiaries due to your death.

YOUR COSTS FOR COVERAGE

Costco pays the full cost of your Basic Life, Basic AD&D and BTA Insurance. If you elect Supplemental
Life or Supplemental AD&D Insurance, the full cost will be withheld after-tax from each bi-weekly
paycheck. Current costs for Supplemental Life and AD&D Insurance appears in the Rate Booklet
available from your payroll or Benefits Representative:

The cost of Supplemental Life Insurance for yourself and your Spouse or Domestic Partner will be
based on the benefit amount and your age (the higher your age bracket, the more you'll pay per
$10,000 in coverage).

The cost of Supplemental AD&D Insurance will be based on the amount of coverage you elect and
the family coverage you elect.

The contributions withheld from each paycheck pay for your coverage and that of your enrolled family
members through that pay date. Depending on the coverage start date, you may also have to pay
contributions for coverage before this pay period.
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DUPLICATE COVERAGE RULES

Supplemental Life Insurance and Supplemental AD&D Insurance allow for duplicate coverage. That

means:

e If both you and your Spouse or Domestic Partner, child, or parent are eligible for Costco benefits-,
you and your family member may each be covered under the plans twice — once as an Employee
and once as an Eligible Family Member, subject to the dollar limits shown in Supplemental Life
Insurance, starting on page 101, and Supplemental AD&D Insurance, starting on page 104.

e If you and your Spouse or Domestic Partner are benefits-eligible, you may both elect coverage for
your Eligible Children.

Duplicate coverage is not allowed for Basic Life, Basic AD&D, or Business Travel Accident Insurance.

DELAY OF COVERAGE

If, on the date your Basic or Supplemental Life Insurance or AD&D is scheduled to begin, you are absent
from work due to Injury, Sickness or Leave of Absence, coverage for you and your family will not begin
until the date your return to Active Employment. This delay of coverage provision does not apply to BTA
Insurance.

DESIGNATING A BENEFICIARY

Your beneficiary is the person you name to receive the payment from your Survivor Benefit plans if you
die. Your beneficiary will receive payment of your coverage amount in the form of a single lump sum
unless he or she elects another payment option offered by Unum.

You can designate or change your beneficiary online. Simply go to www.costcobenefits.com and click the
“Booklets and Forms” button. If you prefer, you may submit a paper beneficiary designation form to
Costco Employee Benefits Department. Forms are available from your payroll or Benefits Representative.

When designating a beneficiary, keep these rules in mind:

e You can name anyone you want. (However, before you designate a minor child as a beneficiary, be
sure to consult an attorney about possible legal implications.)
You may change your designated beneficiary at any time.
You may name different beneficiaries for each plan, two or more beneficiaries per plan and the
percentage of the benefit each will receive (otherwise it will be divided equally among them), and a
secondary beneficiary to receive benefits if your primary beneficiary predeceases you.

o If you have designated your Spouse and you get divorced, that designation will be revoked. However,
you may re-name your Spouse by submitting a new beneficiary designation form.
You are automatically the beneficiary for any enrolled family members.
If you are a salaried employee covered by the Business Travel Accident Insurance Plan, your
beneficiary for that plan will be the same as for Basic Life Insurance.

IF YOU DIE WITHOUT A BENEFICIARY

If you die without a designated beneficiary, Survivor Benefit Plan payments will be made to the first
surviving family member shown below.

e Your Spouse

e Your children in equal amounts

e Your parents in equal amounts

e Your sisters and brothers in equal amounts

If you have no surviving family member, benefits will be paid to your estate
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REDUCTION OF BENEFITS AT AGE 70

Once employees reach age 70, their Basic Life and AD&D benefit amounts will not increase based on
years of service. Furthermore, as follows, coverage is reduced to a percentage of the full benefit amount
for enrolled Employees and family members age 70 or older.

Reduction of Benefits

If you are this age: | Your Basic Life and Basic AD&D
Insurance benefit equals:

70 through 74 65% of full coverage amount
75 through 79 30% of full coverage amount
80 and over 15% of full coverage amount

For Business Travel Accident Insurance, coverage is reduced to the following percentage of the full BTA
Insurance amount:

e 65% from age 70 through 74

e 45% from age 75 through 79

e 30% from age 80 through 84

e 15% at age 85 and older

MAKING A CLAIM FOR BENEFITS

A claim must be submitted to Unum for payment of Life or AD&D Insurance Plan benefits or to The
Hartford for payment of BTA Insurance Plan benefits. To get the process started, you, your beneficiary or
authorized representative should contact the Costco Employee Benefits Department. They will work to
coordinate submission of the claim in a proper and timely manner.

These rules apply to submission of Life, AD&D, and BTA Insurance claims:

e A claim for Life Insurance must be submitted along with proof of the claim such as a death certificate
within 90 days after death. A claim for AD&D Insurance must be submitted along with proof of the
claim within 90 days after a covered loss. BTA claims must be submitted within 30 days after a
covered loss and proof of the claim within 90 days after the loss.

e Ifit's not possible to meet these claim deadlines, the claim and proof of the claim should be filed as
soon as reasonably possible after the loss.

e Exceptin the absence of legal capacity, a claim must be filed within one year after otherwise
required. The plans will not pay benefits for claims submitted after that.

Payment will be made only after the applicable Claims Administrator has approved the claim.
As part of the proof of the claim, the Claims Administrator may require authorization to obtain
additional medical and non-medical information.

To learn more about general rules that apply to claims, see Filing Benefit Claims, starting on page 133.
Also, if a claim is denied, there are specific steps you or your beneficiary may take to appeal that denial.
For more information, see If Your Claim Is Denied, starting on page 138.

PORTABILITY AFTER ELIGIBILITY ENDS

Life and AD&D Insurance is portable. That means, after your eligibility for the Costco Employee Benefits
Program ends, you can continue this insurance for yourself and your family on an individual basis. This
insurance is also portable for family members who lose their eligibility, for example, due to your death or
divorce. When you “port” insurance, you'll pay group rates with no Evidence of Insurability required.
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Here’s how it works:

1. For the first 31 days after eligibility ends, Costco will pay the cost to continue insurance.

2. During this 31 day period, you or the family member who has lost coverage must contact Unum to
request a portability package.

3. Once contacted, Unum will send a portability package directly to you or your family member. This will
include information about coverage options and the costs of those options. You may be able to revise
your current elections under the Costco plans in a variety of ways, for example:

e continue Life Insurance but not AD&D Insurance, or vice versa,

e continue Basic Life Insurance but not Supplemental Life Insurance,
e continue your own insurance but not your family’s, or

e elect a lesser amount of insurance than you have now.

4. To continue your insurance after the 30 day period, you will have to return the enrollment form
included in your portability package along with the first monthly payment to Unum by the stated
deadline.

Maximum coverage amounts you may port. You may port up to the following amounts of

coverage:

e For yourself, your Basic and Supplemental Life and/or AD&D coverage up to a combined maximum
of $750,000 for all Unum life and AD&D insurance. (To continue Life Insurance for amounts above
the $750,000 maximum, you apply to convert your coverage as described below.)

e For your family members, the current amount of their Supplemental Life and/or AD&D coverage.

Converting to individual Insurance. Employees who are not eligible to port their full Life Insurance
coverage may be able to convert to individual Life Insurance after their eligibility for the Employee Benefit
Program ends. Under this conversion option, no Evidence of Insurability is required. However, unlike
portable coverage, provisions, terms, benefits and costs of converted Life Insurance policies may differ
substantially from those offered by the Costco Life Insurance Plans.

For more information about conversion options, contact Unum.

COSTCO LIFE INSURANCE IF YOU ARE TERMINALLY ILL

If you are certified as Terminally lll, Costco will pay the cost of your Employee Life Insurance coverage for
up to 24 months, counted from your last day of work. To qualify for this subsidy, you must apply and be
approved for the Life Insurance Accelerated Death Benefit (ADB), as described starting on page 102.

ASSIGNMENT OF INTEREST

The rights provided to you by the Costco Survivor Benefit Plans are owned by you unless you have
previously assigned these rights to someone else (an “assignee”) or you assign your rights under the plan
to an assignee. For more information, be sure to contact an attorney.
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LIFE INSURANCE PLAN BENEFITS

As long as you are enrolled for Costco medical coverage or in the Long Term Disability Insurance Plan,
Basic Life Insurance is automatic for you and your enrolled family members.

For more protection, you may elect additional Supplemental Life Insurance for yourself and Eligible
Family Members, even those who are not enrolled for medical coverage. Keep in mind, if you are required
to provide Evidence of Insurability (EOI), Unum must approve your application in writing before your
elected Supplemental Life Insurance goes into effect.

BASIC LIFE INSURANCE

The following table shows Basic Life Insurance coverage for Employees and their families. If your Basic

Life Insurance benefit is based on your Annual Earnings:

1. Your benefit amount, if not a multiple of $1,000, will be rounded to the next higher $1,000. For
example, take an Employee with four years of Service and Annual Earnings of $27,440. That
Employee’s coverage would equal $55,000 (two x $27,440= $54,880 rounded up to $55, 000).

2. Your benefit will increase on the date your earnings increase. The exception is if you are away from
work due to Injury or Sickness or on a Leave of Absence at that time. In that case, any increase in
coverage will not go into effect until you return to Active Employment.

3. The maximum benefit, regardless of your Service or Annual Earnings, is $225,000.

Summary of Basic Life Insurance

Employee Years of Service Benefit
Classification

Salaried and Full- 0 up to 2 years 1 x Annual Earnings
Time Hourly 2 up to 5 years 2 X Annual Earnings
Employees 5 or more years. 3 X Annual Earnings
Part-Time Employees | Any number of years $15,000

Employees also Any number of years $50,000

eligible for Executive

Life Insurance

Family coverage

Eligible Family Members enrolled for Costco $1,500 each
medical plan coverage

Imputed income on your Basic Life Insurance. Under current tax regulations, the cost of your
Costco-paid Basic Life Insurance over $50,000 is considered “imputed income” to you. This amount,
which is subject to income and FICA (Social Security/ Medicare) taxes, is added to your W-2 earnings
and noted on your paycheck as “TaxLife.”

Imputed income is figured based on the value the IRS assigns to the premiums for each $1,000 in
coverage. While the dollar amount is modest for most Employees, the older you are, the greater the
value. If you don’t want to be subject to this imputed income, you can apply to the Costco Employee
Benefits Department to limit your Basic Life Insurance coverage to $50,000.
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SUPPLEMENTAL LIFE INSURANCE

The following table shows the elective coverage amounts available to you and your Eligible Family
Members.

Summary of Supplemental Life Insurance

Participant Benefit options

Employee Available in $10,000 increments, from $10,000 up to the lesser of:

e Five times Annual Earnings (rounded down to the nearest $10,000
increment) or

e  $1 million

For example, say your Annual Earnings are $33,000. That means the
maximum benefit you may elect is $160,000 (5 x $33,000 = $165,000
rounded down to the next $10,000 increment)

Spouse or Domestic Partner | Available in $10,000 increments, from $10,000 up to the lesser of:

e 50% of Employee’s coverage or

e $300,000

For example, if your benefit is $100,000, for your Spouse or Domestic
Partner you can elect a benefit from $10,000 to a maximum of $50,000
(50% x $100,000)

Eligible Children $5,000 each

If you have duplicate coverage. You may be enrolled for Supplemental Life Insurance both as an
Employee and as the Spouse or Domestic Partner of an Employee. However, the combined maximum of
your duplicate coverage cannot exceed the following total:

e As an Employee, five times earnings or $1 million (whichever is less) plus

e As a Spouse or Domestic Partner, $300,000.

When Evidence of Insurability (EOI) is required. You will be required to provide Unum with

Evidence of Insurability in the following circumstances:

e To elect more than the “guaranteed amounts” of Supplemental Life Insurance at any time, including
Initial Enrollment, Annual Open Enrollment, or following a mid-year change in status. For you, the
guaranteed amount is $300,000. For your Spouse or Domestic Partner, it is $150,000.

e To enroll yourself or a Spouse or Domestic Partner for any amount of coverage if you previously
declined to enroll yourself or that family member.

e Toincrease your current Supplemental Life Insurance during Annual Open Enrollment or following a
mid-year change in status by more than $20,000 or current coverage for your Spouse or Domestic
Partner by more than $10,000.

Submitting EOI. If you are required to provide Evidence of Insurability (EOI) to add or increase
coverage, Unum will send the appropriate forms to you at your home address. This package will include
instructions and due dates for completing the forms.

Unum must review and approve your election and the documentation you provide before your elected
coverage will go into effect. It's your responsibility to be sure you have received Unum’s written approval.
Without required written approval from Unum, you will not be covered by your elected amount. This
applies even if your paycheck or Benefits Worksheets erroneously show you are enrolled in and paying
for Supplemental Life Insurance.

If you don’t submit the forms by the specified deadlines, your application will not be processed — and you

will have to wait until the next Annual Open Enrollment (or you have an appropriate mid-year change in
status), before you may apply again.
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Delay of Coverage. If you are away from work due to Injury or Sickness or on a Leave of Absence, any
increase in coverage whether or not it requires Evidence of Insurability will not go into effect until the date
you return to Active Employment.

ACCELERATED DEATH BENEFIT (ADB)

Costco Life Insurance includes an Accelerated Death Benefit (ADB) option available to enrolled
Employees, Spouses and Domestic Partners who are Terminally Ill. If you apply and are approved for this
special benefit:

e You may elect to receive a portion of your Life Insurance coverage while still alive. This can be any
amount from $1,000 up to 75% of your Basic Life and Supplemental Life benefit (maximum payment:
$500,000). After you die, the balance of your coverage will be paid to your beneficiary.

Costco will reimburse the full cost of up to 18 months of COBRA coverage for you and your family.
The balance of your Life Insurance coverage (after payment of the ADB) will be continued for up to 24
months at no charge to you.

Applying for the ADB. If you're ever diagnosed as terminally ill, be sure to contact the Costco
Employee Benefits Department as soon as possible. Costco will work with you to apply for the benefit in a
timely fashion. This is important because, to qualify for the ADB, you must apply before your eligibility for
the Costco Employee Benefits Program ends.

To apply, you will need to complete and submit the following forms to Unum, along with written
certification from your Doctor that your life expectancy is less than 24 months:

e Benefit Continuation of Terminally Ill and Accelerated Death Benefit (ADB) form

e Request for Medical Documentation form

Payment of the Accelerated Death Benefit is subject to approval by Unum. Any disputes over your right to
receive payment must be settled through specific steps set out in the Life Insurance contract. In certain
circumstances, ADB benefits may be taxable to you and might also impact your right to government
benefits such as Medicare, Medicaid or Social Security. To discuss possible implications for you, be sure
to contact a professional tax advisor or attorney.

When the ADB is not payable. The benefit will not be payable if:

e you are required by law to use the benefit to meet the claims of creditors,

e you are required by a government agency to use this benefit to apply for, get or otherwise keep a
government benefit or entittement, or

e you have assigned your Life Insurance rights or made an irrevocable beneficiary designation, unless
you provide written notice that the assignee or irrevocable beneficiary has agreed to this payment.
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AD&D INSURANCE PLAN BENEFITS

Basic AD&D Insurance is automatic for all Employees enrolled for Costco medical coverage or Long
Term Disability Insurance. For additional protection, you may elect Supplemental AD&D Insurance. Your
Supplemental AD&D Insurance options are:

e “Employee only,”

e “Employee and Children,” or

e “Employee and Family” (includes Spouse or Domestic Partner and children).

Eligible Family Members may be enrolled for Supplemental AD&D Insurance even if they do not have
Costco medical plan coverage. Any death benefits paid by the AD&D Insurance Plan are in addition to
those paid by the Costco Life Insurance Plan.

HOW AD&D WORKS

AD&D Insurance pays benefits for a covered loss resulting from an Injury. Plan participants are covered

by a “primary benefit” amount. As shown on the following chart, plan payments equal a percentage of the

primary benefit based on the nature of the loss. To qualify for benefits:

e the Injury, and the accident which caused the Injury, must occur while you or your family member are
covered by the plan and

e the loss must occur within 365 days after that accident.

The most each plan will pay per covered person for any combination of losses from any one accident is
up to 100% of the primary amount.

Life 100%
Both hands or both feet 100%
Sight in both eyes 100%
One hand and one foot 100%
One hand and sight in one eye 100%
One foot and sight in one eye 100%
Speech and hearing (both ears) 100%
Quadriplegia (total and irreversible paralysis of the upper and lower limbs) 100%
Paraplegia (total and irreversible paralysis of both lower limbs) 75%
Triplegia (total and irreversible paralysis of three limbs) 75%
Hemiplegia (total and irreversible paralysis of upper and lower limbs of one 50%
side of the body)

One hand or one foot 50%
One arm or one leg 50%
Speech or hearing (both ears) 50%
Sight in one eye 50%
Thumb and index finger on the same hand 25%
Uniplegia (total and irreversible paralysis of one limb) 25%

Loss means, with regard to:

e A hand, all four fingers are cut off at or above the knuckles joining each to the hand

o Afoot, all of the foot is cut off at or above the ankle joint

e Sight, an eye is totally blind and no sight can be restored in that eye

e Thumb and index finger, all of the thumb and index finger are cut off at or above the joint closest to
the wrist

Speech, the total and irrecoverable loss of speech

Hearing, the total and irrecoverable loss of hearing in both ears
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BASIC AD&D

The following table shows Basic AD&D Insurance for Employees. If your Basic AD&D Insurance benefit is

based on your Annual Earnings:

e Your benefit amount, if not a multiple of $1,000, will be rounded to the next higher $1,000 increment.
For example, take an Employee with four years of Service and Annual Earnings of $27,440. That
Employee’s coverage would equal $55,000 (two x $27,440= $54,880 rounded up to $55,000).

e Your benefit will increase on the date your earnings increase. The exception is if you are away from
work due to Injury or Sickness or on a Leave of Absence. In that case, any increase in coverage will
not go into effect until you return to Active Employment.

e The maximum benefit, regardless of your Service or Annual Earnings, is $225,000.

Summary of Basic AD&D Insurance

Employee Years of Service Primary Benefit
Classification

Salaried and Full- 0 up to 2 years 1 x Annual Earnings
Time Hourly 2 up to 5 years 2 X Annual Earnings
Employees 5 or more years. 3 x Annual Earnings
Part-Time Employees | Any number of years $15,000
SUPPLEMENTAL AD&D

The following table shows the Supplemental AD&D Insurance benefit amounts available to Employees

and their Eligible Family Members. Any increases you elect to make to your Supplemental AD&D

Insurance benefit will go into effect:

e January 1 following Annual Open Enroliment or

o following a qualified Change in Status or other election-change event as described in Mid-Year
Election Changes, starting on page 29.

The exception is if you are away from work due to Injury or Sickness or on a Leave of Absence. In that
case, the increase benefit will not go into effect until the date you return to Active Employment.
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Summary of Supplemental AD&D Insurance

Participant Benefit options

Employee 1. If you earn $25,000 or less per year, you may elect as your primary benefit any
amount from $50,000 to $250,000.

2. If you earn more than $25,000 per year, you may elect as your primary benefit
any amount from:$50,000 up to the lesser of the following amounts:

e 10 times Annual Earnings — in which case, your coverage will be rounded
down to the next lowest $50,000 increment. For example, say you earn
$32,000 per year. The maximum benefit you may elect is $300,000 ($32,000
x 10 = $320,000 rounded down to $300,000.)

e $1.5 million

Family members | If you elect “Employee and family” insurance, eligible family members will be covered
for the following percent of your Supplemental AD&D Insurance benefit.

Your Spouse or Domestic Partner
e 65% if you do not have Eligible Children
e 55% if you have Eligible Children

Each Eligible Child
e 20% if you do not have a Spouse or Domestic Partner
e 10% if you have a Spouse or Domestic Partner.

Maximum coverage per child: $50,000

If you have duplicate coverage. You may be enrolled for Supplemental AD&D both as an Employee
and as an Eligible Family Member of an Employee. However, if you are an Employee who earns more
than $25,000 (as described above), the combined maximum amount of your coverage will be limited to:
1. As an Employee, ten times annual earnings or $1.5 million (whichever’s less) plus
2. As a Spouse or Domestic Partner, either:
e 65% of your Employee coverage if you have a Spouse or Domestic Partner, but no other Eligible
Family Members or
o 55% of your Employee coverage if you have a Spouse or Domestic Partner and other Eligible
Family Members.

SPECIAL AD&D BENEFITS

The Costco AD&D Insurance plans offer special benefits that may become payable if you die or sustain

other covered loses in certain circumstances. Depending on the situation, these benefits may be paid by
Basic AD&D insurance, Supplemental AD&D insurance plan, or both. They are in addition to the normal
plan benefits.

Examples of these special benefits include:

e Extra payments if you are die in a car accident and you were wearing a seat belt and airbags were
deployed
Educational benefits for eligible children
Training costs for Spouses and Domestic Partners
Disaster Benefits, Comatose Benefits, Exposure Benefits, Disappearance Benefits, Paralysis Benefits
and Felonious Assault Benefits

For more information, please call Unum at 1-877-403-9348 or refer to a copy of the plan contract,
available from the Costco Employee Benefits Department .
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ASSIST AMERICA INC. (AAl)

The Assist America Inc. program automatically applies to all Employees enrolled in the Costco Basic or
Supplemental AD&D Insurance Plans (but not their Spouses or Domestic Partners).

The AAI program provides services and pays the costs of many expenses associated with a medical
emergency or urgent care that occurs while you are traveling more than 100 miles away from home. This
may include, for example:
o referral to medical care providers, interpreters and legal personnel
e round trip transportation for a person designated by you to the Hospital where you have been
confined
arrangement for medical emergency evacuation
payment of a repatriation benefit to help cover the costs of the return of your body if you die from a
covered accident outside the United States

To qualify for services or reimbursement of Covered Expenses, you must have all services arranged or
provided by Assist America. To get the help you need or to find out more about the program, call the
following numbers toll-free:

e 1-800-872-1414 (inside US) and

e US access code+609-986-1234 (outside U.S.)

AD&D FOR COSTCO PILOTS AND CREWS

A separate AD&D Insurance policy applies to Costco Employees while they are acting as pilot or crew of
an Aircraft owned, operated or used by or for the benefit of the company. This insurance applies only if
each of the following conditions are met:

e The Employee has logged a minimum of 1,000 hours as a pilot, with at least 100 of those hours
logged in an Aircraft whose basic design is like that owned, operated or used by or on behalf of
Costco,
the Employee’s name is on file with Costco as an authorized airplane pilot or crew member,
the Employee holds a current and valid certificate of competency with a rating that authorizes him or
her to pilot the Aircraft, and

e coverage is consented to in writing by Unum.

These plans will not pay any claim for a loss that is caused by, contributed to by, or resulting from the

following:

1. Flying in any Aircraft being used for or in connection with acrobatic or stunt flying, racing or
endurance tests, crop dusting, seeding or spraying, fire fighting, exploration, pipe or power line
inspection, any form of hunting, bird or fowl herding, aerial photography, banner towing, or any test or
experimental purpose, unless previously consented to in writing by Costco.

2. Flying in any rocket-propelled Aircraft or any Aircraft engaged in any flight which requires a special
permit or waiver from the authority having jurisdiction over civil aviation, even though granted, unless
previously consented to in writing by Costco.

3. Piloting an Aircraft while it is carrying passengers for hire.

AD&D PLAN EXCLUSIONS

In addition to the other limitations and exclusions discussed throughout this and other sections of the

Summary Plan Description, as specified in the AD&D Insurance contracts the plans do not pay any claim

for a loss that is caused by, contributed to by, or resulting from the following.

1. Intentionally self-inflicted injuries while sane or self-inflected injuries while sane or insane.

2. Suicide (in Missouri, while sane) or any attempt at suicide.

3. War, declared or undeclared, or any act of war incurred in specified countries.

4. Service or full-time active duty in the armed forces of any country or international authority.

5. Disease of the body, bodily or mental infirmity, or any bacterial infection other than bacterial infection
due directly to an accidental cut or wound.
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6. Travel or flight in any vehicle or device for aerial navigation, including boarding or alighting from it

while:

e itis being used for test or experimental purposes,

e you or your family member is operating, learning to operate or serving as a member of the crew,
or

e itis being operated by or for or under the direction of any military authority.

This exclusion does not apply to transport type aircraft operated by the Military Airlift Command of the

United States or similar air transport service of any other country.

7. Active participation in a riot.

8. An Injury sustained by an individual while attempting to commit or commission of a crime under state
or federal law.

9. The voluntary use of any prescription or non-prescription drug, poison, fume or other chemical
substance unless used according to the prescription or direction of you or your family member’s
physician. This exclusion will not apply to you or your Eligible Family Members if the chemical
substance is ethanol.
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BUSINESS TRAVEL ACCIDENT INSURANCE BENEFITS

The Business Travel Accident (BTA) Insurance Plan automatically covers Salaried Employees from the
first day of work. If you are covered, the plan will pay benefits if you experience a covered Injury resulting
from an accident while:

e on a Business Trip including a personal Sojourn from the trip, or

e commuting directly between your residence and place of regular employment.

Subject to prior approval from Costco, your Eligible Family Members will also be covered while traveling
with you on your Business Trip or Relocation Trip. It does not cover them if they are accompanying you
while you commute.

BTA benefits are in addition to any benefit paid by other Costco plans, such as the Costco Life and AD&D
Insurance plans.

HOW BTA WORKS

As an eligible Employee, your primary BTA Insurance benefit is $250,000. The primary benefit for Eligible
Family Members is $100,000.

Depending on the covered loss, the plan will pay a percentage of the primary BTA benefit as shown in the
following table. Plus, if you or a covered family member dies in a car accident while using a seat belt, the
plan will pay an additional benefit of 10% to a maximum of $25,000.

Note, if more than one person is Injured in any one accident, the most the plan will pay for all benefits
combined is $5 million.

Life 100%
Both hands or both feet, or sight of both eyes 100%
One hand and one foot 100%
Speech and hearing (both ears) 100%
Either hand or foot, and sight of one eye 100%
Quadriplegia (movement of both upper and lower limbs) 100%
Paraplegia (movement of both lower limbs) 75%
Hemiplegia (movement of upper and lower limbs of one side of the body) 50%
Either hand or foot 50%
Sight of one eye 50%
Speech or hearing (both ears) 50%
Thumb and index finger on the same hand 25%

Loss means with regard to:

e Hands and feet, actual severance through or above the wrist or ankle joints

e Sight, speech or hearing, entire and irrecoverable loss of those

e Thumb and index finger, actual severance through or above the metacarpophalangeal joints
e Movement of limbs, complete and irreversible paralysis of the limbs
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SPECIAL CIRCUMSTANCES

As follows, BTA Insurance will pay benefits in certain special circumstances:

e Exposure to the elements is presumed to be an Injury if it results from the forced landing, stranding,
sinking or wrecking of a conveyance in which the insured person was an occupant at the time of the
accident.

o Disappearance is presumed to have resulted in loss of life if the covered individual’s body has not
been found within one year after the disappearance of a conveyance in which he or she was an
occupant at the time. The disappearance of the conveyance must have been due to its accidental
forced landing, stranding, sinking or wrecking.

COVERAGE WHILE ON COSTCO AIRCRAFT

Business Travel Accident Insurance covers Injury resulting from an accident which occurs while you are
on a trip as a passenger, pilot, operator or member of the crew on, boarding or alighting from, or being
struck by Aircraft that are owned, leased, borrowed, or operated by or on behalf of Costco.

The Aircraft must be certified by the Federal Aviation Administration or its foreign equivalent and piloted

by a qualified pilot who:

e holds a current and valid certificate of competency with a rating that authorizes him or her to pilot the
Aircraft,

e has been approved for coverage in writing by The Hartford, under Costco’s Hull and Liability Policy,
and

e haslogged a minimum of 500 hours as a pilot, at least 250 of those hours logged in an Aircraft in a
single or multi-engine of like basic design.

BTA INSURANCE PLAN EXCLUSIONS

In addition to the other limitations and exclusions discussed throughout this and other sections of
Summary Plan Description, as specified in the insurance contract the Business Travel Accident Insurance
plan does not cover any loss resulting from the following:

1. Sickness or disease (except a pus forming infection which occurs through an accidental wound) or
medical or surgical treatment of a Sickness or disease

2. Intentionally self-inflicted injuries, suicide or attempted suicide, whether sane or insane (in Missouri,
while sane)

3. War or act of war, declared or undeclared

4. Injury sustained while on any Aircraft unless, and only to the extent, it is described in the insurance
contract or an attached rider (called a “hazard”)

5. Injury sustained while voluntarily taking drugs which federal law prohibits dispensing without a
prescription, including sedatives, narcotics, barbiturates, amphetamines, or hallucinogens, unless the
drug is taken as prescribed or administered by a licensed physician

6. Injury sustained while committing or attempting to commit a felony

7. Injury sustained while legally intoxicated from the use of alcohol (not applicable to Minnesota
residents)

8. Injury that results from an accident while traveling on an Aircraft owned by Costco if it is carrying
passengers for hire

9. Injury resulting from an accident which occurs while on, boarding or alighting from an Aircraft
engaged in any of the following extra-hazardous aviation activities:

e Acrobatics or stunt flying e Any form of hunting

e Racing or any endurance test e Bird or fowl herding

e Crop dusting or seeding e Aerial photography or banner towing

e Spraying e Any test or experiment

e Exploration e Any flight which requires a special permit
e Pipe or power line inspection or waiver from the FAA, even if granted
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INTRODUCING THE LONG TERM CARE INSURANCE PLAN

Information Resource

Unum Life Insurance Company of America 1-877-403-9348

The Long Term Care (LTC) Insurance Plan,
which is insured and administered by Unum
Life Insurance Company of America, is
available to Employees age 18 or older who are
enrolled in the Costco Employee Benefits
Program.

Program Glossary

A number of key phrases and words capitalized
throughout this section of your SPD have specific
meanings as they apply to the Costco Employee
Benefits Program.

To understand your benefits, you may need to
know the detailed definitions of those terms. These
can be found in the Costco Employee Benefits
Program Glossary starting on page 147.

This plan is designed to help pay the costs of
care and services for ongoing or chronic
medical conditions, including elder care. It
offers:

e A Basic Benefit which covers professional care received in a variety of settings

e Buy-Up Options, a variety of optional benefits that provide a greater level of protection.

About individual LTC policies for your family: If you're a benefits-eligible Employee, certain
members of your family, ages 18 to 84, may be eligible for individual policies from Unum. While these
polices are not part of the Costco LTC Plan described here, they are available at Costco group rates.

Eligible family members include your Spouse or Domestic Partner and your or your Spouse or Domestic
Partner’s parents, step-parents, grandparents, children, and siblings. Even if you're not enrolled in the
Costco LTC plan, your family member may apply for an individual policy. However, Unum must review
and approve the status of that person’s health before his or her coverage may begin.

For more information, your family members should contact Unum directly and identify themselves as your
relatives.

ENROLLING FOR LONG TERM CARE INSURANCE

Unlike most other Costco benefits, enrollment for Long Term Care Insurance is not limited to specific
periods. Once you become a benefits-eligible Employee, you may apply for this coverage or request Buy-
Up Options anytime you want (provided you have not declined Costco benefits altogether).

You can apply to elect LTC online at www.costcobenefits.com or via the Enroliment Center, 1-800-541-
6205. Any forms or documents you need to complete your application will be sent to you automatically.

Unum reserves the right to deny coverage based on an assessment of your health status. That means,
except as described in the following section, to elect the Basic Benefit or any Buy-Up Options you will
have to provide Unum with proof of your good health, known as “Evidence of Insurability” (EOI). Unum
must review and approve your EOI before coverage may begin. If your application is approved, you'll be
notified directly and coverage will take effect the first of the month after approval.

INITIAL ENROLLMENT AND 10 YEAR ENROLLMENT

In the following two cases, you will not have to provide Evidence of Insurability to enroll for LTC Basic
coverage or Buy-Up Options. In either case, your coverage will go into effect, without requiring Unum’s
review and approval of your health status:
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1. Initial Enrollment Period. You may enroll for Basic and any Buy-Up Options within 31 days after
your Benefit Effective Date.

2. After you complete ten consecutive years of Service. Costco will begin to pay the full cost of your
Basic Benefit coverage and that will continue for as long as you remain an eligible Employee, (The
cost of any Buy-Up Options will still be your responsibility.)

e If you're not already in the plan, your Basic Benefit coverage will begin automatically. You may
elect any available Buy-Up Option within 31 days after your 10" anniversary.

e If you are already in the plan, your contributions will be reduced by the amount you're paying for
the Basic Benefit and you may elect any available Buy-Up Option within 31 days of your 10"
anniversary.

Shortly before your ten year anniversary, you'll receive a Long Term Care Insurance package
outlining your coverage and election options.

Limit on Pre-Existing Conditions. While you are not required to provide Evidence of Insurability to
enroll during Initial Enrollment or after ten years of service, you will be subject to coverage limitations if
you become Disabled due to a Pre-Existing Condition.

That is, the plan will not pay benefits during your first six months of coverage for any long term care you
receive that is directly related to that condition. For this plan, a Pre-Existing Condition means any
condition for which, during the six months before your coverage went into effect:

e you received medical treatment, consultation, care or services, including diagnostic measures, or

e took drugs or medicines that were prescribed for the condition.

DELAY OF COVERAGE

On the date your LTC Insurance Plan coverage is scheduled to begin or elected Buy-Up options are

scheduled to take effect:

e If you are absent from work due to Injury or Sickness or on a Leave of Absence, you must return to
Active Employment before coverage may begin. After you return, your coverage will go into effect the
first day of the pay period for which your contributions are withheld from your paycheck.

o |f a family member is totally disabled, coverage will not go into effect until he or she is no longer
totally disabled. For this purpose, “totally disabled” means, due to Sickness or Injury, the individual is
unable to perform each of the duties or activities of a person of the same age and sex in good health.

YOUR COSTS FOR LTC COVERAGE

If you elect coverage for yourself , you'll pay the full cost on an after-tax basis through payroll deduction.
The exception is if you have at least 10 years of Service, in which case Costco will pay the full cost of
your coverage under the plan’s Basic Benefit as described above.

In addition, if your Spouse or Domestic Partner enrolls for coverage, you may pay the cost of his or her
coverage through payroll deduction. However, if you die, get a divorce or an annulment, or dissolve your
Domestic Partnership, these payroll deductions will stop. Your former Spouse or Domestic Partner will
have to make arrangements to continue paying premiums directly to Unum.

The contributions withheld from each paycheck pay for your coverage and that of your enrolled Spouse or
Domestic Partner through that pay date. Depending on the coverage start date, you may also have to pay
contributions for coverage before this pay period.

Generally, the younger you are when you enroll, the less you will pay compared to someone who is in a
higher age group when coverage begins. Provided you continue the coverage with no break, the amount
you pay will not increase because you grow older or use benefits. However, Unum reserves the right to
change the rate schedule based on such risk factors as the overall use of the benefits by participants or a
change in benefit levels or plan design.
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If you become Disabled, you must continue to pay the cost of your coverage during the Long Term Care
Insurance Plan’s Elimination Period. This applies even if you are receiving benefits for Respite Care
during that time. After you complete the Elimination Period, you will not have to pay for your coverage
while receiving plan benefits.

MAKING A CLAIM FOR LTC BENEFITS

To begin receiving benefits from the Long Term Care Insurance Plan, you must file a claim and proof of
your disability. Your benefits will begin only after Unum reviews and approves your claim. See Filing
Benefit Claims, starting on page 133, for general rules about applying for benefit payments. Also, as
described in If Your Claim Is Denied, starting on page 138, you have certain rights to appeal a denial of
your claim.

Filing your claim. As a first step to obtain benefits, you or your representative should file a written
claim as soon as possible after you become Disabled — preferably within 30 days. Claim forms are
available from Unum.

To substantiate your claim, you will have to provide a written plan of care developed by a Licensed Health
Care Practitioner along with proof that you are receiving covered services, such as a provider invoice.
You will also have to provide authorization to allow Unum to obtain additional medical and non-medical
information related to your claim.

Once Unum receives your claim, a claims representative may contact you to review the information and
answer any guestions you may have.

Providing proof of your Disability. In addition to filing a claim, you must provide proof of your
Disability within 90 days after you complete the plan’s Elimination Period. However, if that’s not possible,
proof should be submitted as soon as reasonably possible after that. In any case, the plan will not pay
benefits if you do not submit the claim and proof of your disability within one year after otherwise required
(except in the absence of legal capacity).

“Proof” includes a written explanation from you or your representative about the cause and extent of your
condition and a Physician’s certification of your Disability. Depending on the circumstances, additional
proof may be required such as:

e aninitial statement to be completed and submitted by your attending Physician, or

e an examination by a Physician or other medical practitioner of Unum'’s choice, paid for by them.

After benefits begin, at reasonable intervals Unum may request continued proof of your Disability, such as
medical examinations or progress statements from your attending Physician.

PORTABILITY AFTER ELIGIBILITY ENDS

The Long Term Care Insurance Plan is portable for you. That means, after your eligibility for the Costco
Employee Benefits Program ends, you can continue your insurance on an individual basis with no
Evidence of Insurability required. When you “port” insurance, you'll pay group rates for your coverage.
(However, Unum reserves the right to raise rates in the future on a class basis.)

Portable coverage works like this:
1. For 30 days after your Program eligibility ends, Costco will pay the cost of your continued LTC
Insurance.
2. During that 30-day period, Unum will send you a letter to inform you that you may opt out of LTC.
3. If you do not return the notification letter, Unum will send you an invoice. To continue the
insurance from then on, you must pay the invoice directly to them.
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WHEN BENEFITS WILL STOP

Costco Long Term Care Insurance Plan benefits will stop on the earliest of the following dates:

The Physician’s current certification of your Disability expires (certification must be renewed every 12
months)

You no longer meet the plan’s definition of Disabled

You are no longer receiving the type of care covered by the plan

You die

You reach the plan’s Lifetime Maximum Benefit

Also, if the plan has been paying you benefits, those benefits will be suspended after you have received
Acute Care for a period of 15 or more days. However, if you are subsequently released from Acute Care,
provided you still qualify for LTC benefits, your payments will resume effective immediately. You won't
have to satisfy another Elimination Period.
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LTC INSURANCE PLAN BENEFITS

To receive benefits from the Long Term Care Insurance Plan, you must be Disabled as defined in the

insurance contract. That means:

e you are unable to perform at least two Activities of Daily Living (ADLs) without Substantial Assistance
from another individual, or

e you require Substantial Supervision by another individual to protect you and others from threats to
health and safety due to Severe Cognitive Impairment.

HOW LTC WORKS

Before the LTC Insurance Plan will begin to pay benefits, you must complete the LTC Elimination Period.
This is a 90 consecutive day period during which you are Disabled and receiving one of the types of care
covered by the plan. (Each calendar week you receive at least one day of Professional Home Care will
count as seven days toward satisfying the 90 day Elimination Period.) If you do not receive at least one
day of Professional Home Care or seven days of other covered care per calendar week, the Elimination
Period will start over again.

After you complete the Elimination Period, the plan will begin to pay monthly benefits provided you are
still Disabled and receiving covered care. To preserve your Lifetime Maximum Benefit, you may elect to
defer payments to begin later than after 90 days.

What the plan pays. As shown on the following chart, your monthly benefits from the plan will equal a
percentage of your “Facility Benefit,” depending on the kind of care you are getting. Under the Basic Plan,
the Facility Benefit equals $1,000 per month but you can increase coverage by electing a Buy-Up Option
in $1,000 increments.

e The maximum Facility Benefit is $6,000 (Basic + Buy-Up Option) per month.

e To protect the value of your benefit from being eroded by inflation, your Facility Benefit is adjusted
upward 5% each continuous year you're covered.

e The monthly payment you receive will equal the amount shown on the chart, regardless of the actual
charge for the services. However, if you are eligible for benefits for less than a full month, the
payment amount will equal 1/30" of the monthly benefit for each day you receive care.

e Payments will go directly to you or your assigned representative, not to your provider.

Remember, except during initial enrollment or on your ten year anniversary, you are required to submit
Evidence of Insurability to purchase LTC, including any Buy-Up Options. Before your coverage may
begin, Unum must approve your application.

Also, your Spouse or Domestic Partner and other family members are always required to provide
Evidence of Insurability to purchase LTC or add Buy-Up Options. Starting at age 85, family members
cannot add Buy-Up Options to their current coverage.

Respite care. While monthly benefits are not payable during the Elimination Period, the plan may pay a
Respite Care benefit during this time. Respite Care is short-term care designed to give an informal
caregiver a break from his or her care giving responsibilities.

While you are completing the Elimination Period (or during the period before benefits begin if you have
elected to defer payments), the plan will cover up to 15 days of Respite Care per calendar year. For each
day of care received, the benefit equals 1/30"™ of the Total Home Care benefit amount. Any Respite Care
benefits paid by the plan will count against your lifetime maximum benefit shown in the following chart.
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Summary of Long Term Care Insurance Plan

Plan Features
Elimination Period 90 consecutive days of Disability and covered care
Inflation Protection Facility Benefit increases 5% each January 1
Covered Services What the plan pays: What the plan pays:
Basic Benefit Buy-Up Options
Long Term Care Facility 100% of monthly Facility 100% of elected monthly Facility
(inpatient services) Benefit ($1,000) Benefit (Basic Benefit + Buy-Up
option):
$2,000 $5,000
$3,000 $6,000
$4,000
Assisted Living Facility 60% of monthly Facility 60% of elected monthly Facility
Benefit Benefit
Adult Day Care Facility 50% of monthly Facility 50% of elected monthly Facility
Benefit Benefit
Professional Home Care, 50% of monthly Facility 50% of elected monthly Facility
including Adult Day Care and Benefit Benefit
Hospice Care
Total Home Care, including non- Not covered 50% of elected monthly Facility
professional services provided by Benefit
friends and relatives
Lifetime Maximum Benefit Whichever is greater: Whichever is greater:
e Up to 36 months of e Up to 72 months of payments
payments or or
e Dollar amount equalto 36 | ¢ 72 times your elected monthly
times monthly Facility Facility Benefit, adjusted for
Benefit, adjusted for inflation
inflation

ALTERNATE CARE

While you are Disabled, Unum may authorize alternate care if they determine that could help you regain
the ability to independently engage in the Activities of Daily Living or regain cognitive functions. Examples
of alternate care may include, but are not limited to:

e arehabilitation program

¢ home modifications for wheelchair access

e  certain types of medical equipment or hardware

If alternate care is offered to you, reasonable expenses of that care will be covered in addition to the
plan’s normal benefits. This applies only if the costs of the alternate care are not paid by any other
source, such as Medicare, Medicaid or another insurance plan.

The terms of alternate care and actual expenses are subject to written mutual agreement between you or

your authorized representative and Unum. If you do not accept the proposed alternate care, your regular
plan benefits will not be affected.
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LTC INSURANCE PLAN EXCLUSIONS

In addition to the other limitations and exclusions discussed throughout this and other sections of the
Summary Plan Description, following is a list of additional exclusions as specified in the insurance
contract for the Long Term Care Insurance Plan. If you have any questions about your particular
circumstances, feel free to call Unum.

The Costco Long Term Care Insurance Plan does not pay benefits for:
1. Disabilities caused by or resulting from:
e war, declared or undeclared, or any act of war,
e attempted suicide (while sane or insane) or attempted self-destruction,
e commission of a crime for which you have been convicted under state or federal law, or
attempting to commit a crime under state or federal law,
e alcoholism, or
e voluntary use of any controlled substance unless prescribed for you by your Physician.

2. Disabilities that existed before you became covered by the LTC Insurance Plan, unless you
subsequently recovered before your coverage began. If you have Loss of an Activity of Daily Living
(ADL) or severe cognitive impairment before the effective date of coverage, that condition will not be
covered.

3. Disabilities or confinements during which you are outside the United States or its territories or
possessions for longer than 30 days.

4. Respite Care other than during the Elimination Period or deferral of benefits period.

5. Any days over 15 days in each calendar year during which you are confined in a facility for acute
care.

6. Except as covered under Respite Care and Total Home Care, services provided by you or your family
members, even if the services would otherwise qualify as professional care. For this purpose, “family
members” include your Spouse or Domestic Partner or any of the following relatives of you, your
Spouse or your Domestic Partner: daughter, son, parent, step-parent, sister, brother, grandparent,
step-grandparent, grandchild or step-grandchild.
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INTRODUCING COSTCO REIMBURSEMENT ACCOUNTS

Information Resources

Costco Benefits Web Site www.costcobenefits.com
Aetna Reimbursement Account Line 1-800-814-3543

Costco offers three Reimbursement Accounts

administered by Aetna. You can choose to Program Glossary
participate in any of these that that suits your A number of key phrases and words capitalized
needs. throughout this section of your SPD have specific
e Dependent Care Assistance Plan meanings as they apply to the Costco Employee
(DCAP) to help pay the costs of care of Benefits Program.
your eligible Dependents, including children
under age 13. To understand your benefits, you may need to
e Health Care Reimbursement Account know the detailed definitions of those terms. These
(HCRA) to help pay out-of-pocket can be found in the Costco Employee Benefits
healthcare costs incurred by you, your Program Glossary starting on page 147.

Spouse and eligible Dependents.
e Commuter Benefits Plan to help pay certain costs of commuting to and from work, including parking
fees and mass transit passes.

To be eligible for reimbursement from the Accounts, these expenses cannot be paid or reimbursed — and
not payable or reimbursable — by any other source.

THE BEFORE-TAX ADVANTAGE

The advantage of the Reimbursement Accounts is that they can help you save money on your eligible
expenses. That's because you pay no federal income or FICA (Social Security/ Medicare) taxes on your
contributions to the Accounts. In most cases, your money is exempt from state and local income taxes as
well. Nor do you have to pay taxes on any amounts you are reimbursed by the plans.

Your actual tax savings will depend upon your particular circumstances, such as your income and tax
bracket. To get a rough estimate of your potential savings, you can link to a tax calculator from
www.costcobenefits.com. Of course, for details about your tax situation, it's important to consult your
professional tax advisor.

Note: Because of the tax advantages associated with plans like these, the IRS has strict rules governing
their use. This applies, for example, to the kinds of expenses that are eligible for reimbursement and
timelines for requesting reimbursement.

WORKING WITH YOUR ACCOUNTS: WWW.COSTCOBENEFITS.COM

For access to practically everything you need to learn about and work with your Reimbursement
Accounts, you can go to the Costco Benefits web site, at www.costcobenefits.com, then click on
“Reimbursement Accounts.” From there, you can:
1. For the DCAP and HCRA:
e Find forms to download to request reimbursement of eligible expenses,
e Link to www.aetna.com/fsa, an Aetna site dedicated to Reimbursement Accounts like ours
e Link to Aetna Navigator, a secure member-only site where you can check on the progress of a
claim, elect direct bank deposits of plan payments, and see the current balance available in your
Accounts.
2. For the Commuter Benefits Plan: Link to the Aetna Commuter Hub, to register for the plan, request
payment of eligible expenses, and find reimbursement forms.
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DEPENDENT CARE ASSISTANCE PLAN (DCAP) BENEFITS

You can use the amount you set aside in your DCAP Account to reimburse eligible expenses for the care
of Qualifying Individuals who live in your home. “Qualifying Individuals” may include, for example, your
Dependent children up to age 13 as well as older Dependents, such your Spouse or elderly parents, who
are mentally or physically incapable of self care. Domestic Partners and their children are not Qualifying
Individuals.

For a detailed definition of “Qualifying Individuals” please see Costco Employee Benefits Program
Glossary, starting on page 147.

Summary of DCAP

Enrolling in the DCAP | ¢ You may enroll during Initial Enroliment.

e You may enroll or change contribution elections during Annual Open
Enrollment or as described in the section Mid-Year Election Changes,
starting on page 29.

Eligible expenses Expenses to care for Qualifying Individuals are eligible for reimbursement if:

e The purpose is to allow you and, if you're married, your Spouse to be
Gainfully Employed (unless your Spouse is physically or mentally
incapable of self-care or a full time student) and

e The costs are incurred from January 1 through December 31 of the year in
which you elect to participate.

Maximum annual Your plan contributions combined with all other DCAP contributions you and
contribution your Spouse make during the same year may not exceed the lesser of:
e  $5,000 or
e  $2,500, if you are married but you and your Spouse file separate tax
returns

In addition, you cannot be reimbursed for more than your Earned Income or, if
you are married, your Spouse’s Earned Income in one year.

Minimum annual None

contribution

Claims submission April 30 of the calendar year after which you elected to participate
deadline

ELIGIBLE EXPENSES

To be eligible, your dependent care expenses must be necessary to allow you, and if you are married,
your Spouse to be Gainfully Employed. This may include care provided inside or outside your home.
However, to be eligible, services outside the home must meet the following requirements:
o |If the care is for your Spouse or other Qualifying Individual over age 13, that individual must
regularly spend at least eight hours per day in your home.
o If the care is for your Dependent child under age 13, the services cannot be performed at an
overnight camp.
e |If the care is provided by a Dependent Care Center, the facility must be licensed and in
compliance with all applicable state and local laws and regulations.

For a detailed list of eligible expenses, go to “Reimbursement Accounts” at www.costcobenefits.com then
click on “Dependent Care Assistant Plan.” For more information, you may also contact Aetna at 1-800-
814-3543.

Costco Employee Benefits Program SPD Effective 08-29-11 Page 118



HOW THE DCAP WORKS

You can enroll in the Dependent Care Assistance Plan during initial enroliment, Annual Open Enrollment
or as described in Mid-Year Election Changes, starting on page 29. To continue participating from one
year to the next, you must re-enroll during each Annual Open Enrollment period.

If you choose to participate, this is how it will work.

1.

You elect your annual contribution amount. When you enroll, you decide how much you want to
contribute for the year. The most you may contribute per year is $5,000 or, if you're married but you
and your Spouse file separately, $2,500.

Note about additional limits. As set by the Tax Code, it's your responsibility to make sure
reimbursements from this plan do not exceed your Earned Income for the year or, if you are married,
your Spouse’s Earned Income for the year — whichever is less.

This means, in general, you can'’t participate in this plan if you’re married but your Spouse has no
Earned Income. The exception is if your Spouse is a full-time student or physically or mentally
incapable of self-care. In that case, he or she is deemed to have an Earned Income of:

e  $250 per month (if you have one Qualifying Individual in your family) or

e $500 per month (two or more Qualifying Individuals).

Your contributions come out of your paychecks. The amount deducted from each paycheck
throughout the year will equal your elected annual contribution divided by 26 pay periods. (If you
enroll in the DCAP during the year, your deductions will equal your elected annual contribution
divided by the pay periods left in the year.) Your contributions will go into the DCAP Account under
your name.

You incur eligible expenses. You can be reimbursed tax-free from your DCAP Account for eligible
expenses you incur after the date you begin participating and during the calendar year to which your
election applies. An expense is “incurred” when you are provided with the service that gives rise to
the expense. For example, even if you pay on the first day of the month for Dependent Care
Expenses provided during that month, the expense is not considered incurred until the end of that
month.

You request reimbursement of your expenses. After you incur an eligible expense, you can

request reimbursement by submitting a Dependent Care Reimbursement Account Claim Form to

Aetna. Claim forms are available at www.costcobenefits.com under “Booklets and Forms” or from

your payroll or Benefits Representative.

e Except for your final claim of the year, each claim must be for at least $25.00.

e When you complete the claim form, you will need to provide all required information, including
your provider's Social Security or Tax Identification Number.

e The claims submission deadline is April 30 of the calendar year after which you elected to
participate.

You get reimbursed. You will be reimbursed up to the current balance in your Account. This is the
amount you have contributed up to that date for the year minus any reimbursements received for the
year.

e If your claim is for more than your current Account balance, the excess portion of the claim will be
carried over into following months, to be paid out as your balance becomes adequate.

e If you lose benefits- eligibility while participating in the DCAP, you may request reimbursement of
eligible expenses you incur through the end of the calendar year. You will be reimbursed up to
the balance left in your Account when your eligibility ended.

e Aetna will mail your reimbursement check to your home. If you prefer, you can elect to have the
check deposited directly into your bank account. To do that, you will have to fill out and submit a
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special form to Aetna. This form is available at www.costcobenefits.com, under “Booklets and
Forms.” You may also call Aetna, 1-800-814-3543, to request a copy.

If your claim is denied, there are specific procedures you can take to appeal the denial as described
in the section If Your Claim Is Denied, starting on page 138.

6. “Useltor Lose It.” The IRS says, after you have been reimbursed for all eligible dependent care
expenses you incurred during the calendar year, you must forfeit any balance remaining in your
Account. Any forfeited amounts are used to offset plan administrative expenses and future costs. This
rule makes it important to consider your potential expenses carefully when making your plan
contribution elections.

FILING YOUR TAXES

To qualify for tax-free treatment of the DCAP benefit, the IRS requires you to file Form #2441 “Child and
Dependent Care Expenses” with your annual tax return. On this form you must provide information about
the dependent care services for which you have claimed tax-free reimbursement during the year.

This includes the Social Security Numbers or Taxpayer Identification Numbers of each dependent care
provider (except for tax-exempt providers, such as a church group). This is required because non-tax
exempt providers must declare the money you pay them as taxable income.

Note, if you participate in the DCAP, you can't use the federal dependent care income tax credit for the
same expenses. However, Dependent Care Expenses that are not reimbursed by the DCAP may be
eligible for the dependent care credit. Be sure to consult a professional tax advisor for more information
about how the DCAP works versus the federal income tax credit.

DEPENDENT CARE ASSISTANCE PLAN EXCLUSIONS

In addition to the other limitations and exclusions discussed throughout this and other sections of the
Summary Plan Description, below is a list of additional exclusions for the DCAP along with examples of
those exclusions. Since this list may change from time to time, for example, due to federal rulings, be
sure to contact Aetna if you have any questions about your particular circumstances.

The following expenses are not eligible for reimbursement by the Dependent Care Assistance Plan:
1. Services by any of the following caregivers:
e your Spouse
e achild of yours who is under age 19 at the end of the year in which expenses are incurred
¢ the parent of your child if the child is the Qualifying Individual and under age 13
e an individual you or your Spouse are entitled to claim as a tax dependent for federal income tax
purposes
2. Expenses incurred by or on behalf of Domestic Partners and their children
3. Services outside the home for your Spouse or other Qualifying Individual over age 13 if that individual
does not regularly spend at least eight hours per day in your home.
4. Overnight camp for a child under age 13.
5. Any costs reimbursed or paid (or payable or reimburseable) by any other source.
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HEALTH CARE REIMBURSEMENT ACCOUNT (HCRA)
BENEFITS

You can use the amount you set aside in this Account to reimburse eligible healthcare expenses incurred
by you, your Spouse, and your eligible Dependents. Costs incurred by or on behalf of your Domestic
Partner or his or her children are not eligible for reimbursement.

Enrolling in the HCRA You may only enroll or change contribution elections during Annual
Open Enroliment.
Eligible expenses As specified by the Tax Code, eligible expenses include medical,

dental, vision and other healthcare expenses incurred by you, your
Spouse and your Dependents. To be eligible for reimbursement,
expenses must be incurred:
During the year in which you elect to participate and

e Up through March 15 (the “grace period”) of the following year.
Maximum annual contribution | e  $5,000 Full-Time Employees

e  $2,500 Part-Time Employees

Note: If you and your Spouse are both benefits-eligible Costco
Employees, these maximum annual contribution limits apply to all
contributions combined per household.

Minimum annual contribution $120

Claims submission deadline April 30 of the calendar year after which you elected to participate

ELIGIBLE EXPENSES

To be eligible for reimbursement by the HCRA, expenses must qualify as “medical care” expenses under
Section 213(d) of the Tax Code (although not all expenses specified by the Tax Code may be eligible
under this plan). You can get a detailed, up-to-date list of eligible expenses at www.costcobenefits.com,
under “Reimbursement Accounts.” You may also contact Aetna at 1-800-814-3543.

Following are examples of some expenses that are eligible for reimbursement by the HCRA:

1. Annual deductibles, office co-pays, coinsurance and other out-of-pocket expenses required by your
Costco healthcare plans.

2. Expenses typically not covered or only covered in a limited amount by your healthcare plans, such as
infertility treatments, laser eye surgery, hearing aids, extra prescription eyeglasses, acupuncture,
chiropractic services, and orthodontia.

3. Over the Counter (OTC) items needed to alleviate or treat personal injuries or sickness. As listed in
detail on the “OTC Medical Expense Reimbursement” form, available on www.costcobenefits.com,
this includes:

e OTC drugs or medicines, such as acid controllers, sleep aids or flu remedies, but only if
prescribed by doctor and

e Other items you might purchase from a store or pharmacy, such as contact lens solutions, home
diagnostic tests, and incontinence products, no prescription required.

HOW THE PLAN WORKS

Annual Open Enrollment is the only time you may enroll in the Health Care Reimbursement Account.
(The exception is if you return from military leave under USERRA, as described on page 22.) To continue
participating from one year to the next, you must re-enroll during each Annual Open Enroliment period. If
you choose to participate, this is how it will work:
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You elect your annual contribution amount. When you enroll, you decide how much you want to
contribute for the year. The most you may contribute per year is $5,000 (if you're a Full-Time
Employee) or $2,500 (Part-Time Employee). If you and your Spouse are both benefits-eligible Costco
Employees, these maximum annual contribution limits apply to all contributions combined per
household.

Your contributions will come out of your paychecks throughout the year. The amount deducted
from each paycheck will equal your elected annual contribution divided by 26 pay periods. Your
contributions will go into the HCRA Account under your name.

You incur eligible expenses. You can be reimbursed tax-free from your HCRA Account for eligible
expenses your incur during the calendar year to which your election applies and through March 15 of
the following year (the “Grace Period”).

An expense is “incurred” when you are provided with the service that gives rise to the expense. The
exception is if you are required to make advance payments for orthodontic services. In that case,
services are considered to be incurred at the time of payment.

You get reimbursed. After you incur eligible expenses, the plan will reimburse you via one of the

methods described in the following section “How the Plan Reimburses Expenses.”

e You may be reimbursed for up to the full annual amount of your elected contributions, regardless
of the actual contributions credited to your Account at the time of your claim. The amount
available is reduced by your prior reimbursements during the year.

e If you incur a claim during the Grace Period, it will be reimbursed first from any amount remaining
in your Account for the prior year (provided you were a participant as of the end of that year) and
then, if applicable, from your elected contributions for the current year.

e If you lose benefits-eligibility while participating in the HCRA, you can be reimbursed for eligible
expenses incurred before your eligibility ended, up to the amount you elected to contribute for the
year. The exception is if you elect to continue participating in the plan under COBRA, as
described in the section Continuation of Healthcare Coverage (COBRA) starting on page 48.

“Use it or lose it.” The IRS says, after you have been reimbursed for all eligible healthcare expenses
you incurred during the year and the Grace Period, you must forfeit any balance remaining in your
Account. Any forfeited amounts are used to offset plan administrative expenses and future costs. This
“Use It or Lose It” rule makes it important to consider your potential expenses carefully when making
your plan contribution elections.

HOW THE PLAN REIMBURSES EXPENSES

The Health Care Reimbursement Account is set up to automatically to “streamline” reimbursement of
most expenses. Streamlining works like this:

Medical, dental, and vision plan out-of-pocket costs. When Aetna processes healthcare plan
claims submitted by you or your provider, the amount you owe (including co-pays, coinsurance, and
deductibles) will automatically be paid from the balance in your Account.

Prescription drug co-pays. When you buy prescription drugs, insulin or diabetic supplies from a
Costco pharmacy or Costco-designated network pharmacy, your co-pays will be deducted directly
from the balance in your Account at time of purchase.

Turning off the streamline. If you prefer, you can turn off the streamlining option. This might apply,
for example, if you want to use your Account for specific expenses, such as orthodontia. Or, maybe you
have healthcare coverage through another employer and want to submit your claim to the other plan
before seeking reimbursement.
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You can turn off the streamline (or turn it back on) whenever you want just by calling Aetna at 1-888-238-
6226. You may also switch your streamlining election online — first link to Aetna Navigator from
www.costcobenefits.com. After you log in using your member number:

e Click on “Balances,” then

e Under “Details” go to “Take Action,” then

e Go to “Streamlined Claims.”

Submitting reimbursement claim forms. The streamlining option is turned off automatically if you
enroll your Domestic Partner for healthcare coverage. That's because expenses incurred by your
Domestic Partner and his or her children are not eligible for reimbursement from this Account.

Also, Aetna does not streamline reimbursements for:

e Expenses that are not covered by the Costco healthcare plans,

e Over-the-Counter drugs or items (other than diabetic supplies) purchased from any source, including
Costco pharmacies, or

e Eyewear or prescription drugs purchased from non-participating providers.

If streamlining is not available or you have turned off the streamline option, you will have to submit a claim
form to Aetna to get reimbursed — either a Healthcare Reimbursement Form (for most expenses) or an
OTC Reimbursement Claim Form (for eligible Over-the-Counter Items). These are available at
www.costcobenefits.com under “Booklets and Forms.”.

If you are required to submit a claim form:

e You will need to include an itemized written statement or a bill from an independent third party as
documentation. This should include such details as the date you incurred the expenses and how
much you paid.

The claims submission deadline is April 30 after the calendar year in which you elected to participate.
Except for the final claim of the year, each claim must be for at least $25.00.

Aetna will mail your reimbursement check to your home. If you prefer, you can elect to have the check
deposited directly into your bank account. To do that, you will have to fill out and submit a special form to
Aetna available at www.costcobenefits.com under “Forms and Booklets.” You may also call Aetna, 1-888-
238-6226, to request the form.

If your claim for reimbursement is denied, specific procedures you can take to appeal that denial are
described in If Your Claim Is Denied, starting on page 138.

TAX DEDUCTION OR HEALTH CARE REIMBURSEMENT ACCOUNT?

The Tax Code offers an itemized deduction for medical care expenses over 7.5% of your adjusted gross
income. If you receive reimbursement of medical care expenses under the Health Care Reimbursement
Account, you cannot claim the expenses for the federal tax deduction. To find out which option makes the
most sense for you, be sure to talk to a professional tax advisor.

HEALTH CARE REIMBURSEMENT ACCOUNT EXCLUSIONS

In addition to the other limitations and exclusions discussed throughout this and other sections of the
Summary Plan Description, below is a list of additional exclusions for the Health Care Reimbursement
Account along with examples of those exclusions. Since this list may change from time to time, for
example, due to federal rulings, be sure to refer to the list of eligible expenses available at
www.costcobenefits.com. You may also contact Aetna for any questions about your particular
circumstances.
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The following expenses are not eligible for reimbursement by the Health Care Reimbursement Account:

1.
2.

o

B oo~

12.
13.

14.
15.
16.
17.
18.
19.
20.

Expenses reimbursed or reimbursable through insurance or any other health plan,

Expenses that do not qualify as “medical care “ expenses under Section 213(d) of the Tax Code,
prohibited for reimbursement under Tax Code Section 125 and regulations, or excluded under the
Cafeteria Plan or specifically described as exclusions in this Summary Plan Description

Expenses Incurred by or on behalf of Domestic Partners or their children

Over the counter items or medications that may be beneficial for general health but are not needed to
alleviate or treat personal Injuries or Sickness. Examples include products for routine dental or skin
care, vitamins and supplements. For a detailed list of excluded items, please refer to the “OTC
Medical Expense Reimbursement” form available at www.costcobenefits.com.

Healthcare premiums of any kind, including Medicare Part B premiums (Note: this expense is eligible
under the Tax Code, but not for reimbursement through your Account)

Weight-control products or services unless Medically Necessary

Long term care services or premiums for long term care insurance

The salary expense of a nurse to care for a healthy newborn at home

Funeral and burial expenses

. Household and domestic help or social activities, such as dance lessons, even though recommended

by a physician

. Massage therapy unless it has been prescribed by a physician to treat a specific diagnosis in which

case you must submit a letter from a physician stating the specific diagnosis, and that he or she
recommends massage therapy as treatment

Custodial Care

Health club dues or fitness programs unless you submit a letter from a physician stating the specific
diagnosis and that he or she recommends a specific fithess or exercise program as treatment
Bottled water

Maternity clothes

Diaper service or diapers

Automobile insurance premiums

Marijuana and other controlled substances, even if prescribed.

Drugs purchased in a foreign country and imported without FDA approval

Over the counter drugs or medicines (other than insulin) unless they have been prescribed for you by
your doctor
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COMMUTER BENEFITS PLAN

The Commuter Benefits Plan lets you pay certain costs of commuting to and from work on a before-tax
basis. The plan works on a voucher system through which you may order monthly vouchers, commuter
passes or “Commuter Checks,” depending on the kinds of expenses you incur.

However, not all commuting costs are eligible for payment. For example, costs of public transportation,
vanpools and qualified parking lots are eligible, but not the costs of carpooling, gas or highway or bridge
tolls. Also, vouchers can only used by you as an eligible Costco employee, not by your family or anyone
else.

To find out more about the Commuter Benefits Plan, please click “Reimbursement Accounts” at
www.costcobenefits.com. If you prefer, you may call Aetna at 1-800-814-3543.

Summary of Commuter Benefits Plan

Eligible expenses e Parking Account covers the fees for parking at your worksite or at a
parking lot from which you commute to and from work

e Transit Account covers the costs of riding to and from work by bus,
subway, train, vanpool or other public transit

Maximum monthly Parking Account: $230 per month

payments Transit Account: $230 per month

Minimum annual None

contribution

Order deadline The 10" of the month prior to the month you want to use your voucher

HOW THE PLAN WORKS

If you choose to participate in the Commuter Benefits Plan, here’s how it will work:

1. You register on the Aetna Commuter Hub site. You can register anytime after you become a
benefits-eligible Employee — and you only have to register once, the first time you seek benefits. To
register, go to “Reimbursement Accounts” on www.costcobenefits.com, then click “Pre-Tax
Commuter Benefits” Accounts” to link to the Aetha Commuter Hub.

2. You order a voucher for the coming month. The deadline for ordering vouchers is the 10" of each
month for the next month. For example, you must order by January 10" to get a voucher for February
expenses. You may order vouchers every month or just for the months in which you need to use the
benefit.

At the Aetna Commuter Hub, you'll find a menu of vouchers available to you. Based on where you
live, vouchers may be available from either or both of the following Accounts — when you order, you
must specify which Account you want to use because the vouchers are not interchangeable.

e Parking Account to pay for parking fees at a public lot. If the lot operator is a plan participating
provider, you can elect to have your monthly parking payment sent directly to the operator.
Otherwise, you can request a Commuter Check which you may use to pay the operator just as
you would a personal check. (In this case, it'll be up to the individual parking operator as to
whether he or she will accept the Commuter Check.)
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e Transit Account to pay for the costs of commuting by public or mass transit. If you commute by
bus, train or subway, for example, you will be able to request a monthly pass. If you commute by
publicly-operated vanpool, you can request a Commuter Check made out to your vanpool
operator.

The IRS sets limits on the monthly amounts that may be paid as vouchers. For example, in 2011 the
limit is $120 per month from each Account. These amounts may be adjusted from one year to the
next to reflect inflation.

You receive your order. If you are eligible for payment, Aetna will send a confirmation to your email
address after you place your order. Then the vouchers will be mailed to your home address on record
with Costco. (Be sure to keep your email and address information up-to-date with your payroll or
Benefits Representative.)

You should receive your order before the first of the month in which you will be using the voucher. If
you don’t receive your commuter voucher on time — or you get the wrong kind:

e First you must pay the charges out of your own pocket. Then, you will submit a “Commuter
Benefit Refund Claim Form,” along with your receipt as proof of purchase, to Aetna. (If you're
in a vanpool, as proof of purchase you will have to complete and submit the “Vanpool Proof
of Payment Form.”)

e The deadline to request a reimbursement is the 10" of the month for which you wanted the
voucher. For example, if you didn’t get your February voucher, you must file for a refund by
February 10".

Refund claim forms are available on the Aetna Commuter Hub site.

You pay through payroll deduction. The cost of your order will be deducted pre-tax in equal
increments from the paychecks you receive during the month for which you have placed your order.

“Use It or Lose It.” You will forfeit any part of a voucher or pass that you do not use and the
balance will not be refunded.

COMMUTER BENEFITS PLAN EXCLUSIONS

In addition to the other limitations and exclusions discussed throughout this and other sections of the
Summary Plan Description, below is a list of additional exclusions for the Commuter Benefits Plan along
with examples of those exclusions. Since this list may change from time to time, for example, due to
federal rulings, be sure to contact Aetna if you have any questions about your particular circumstances.

The following costs are not eligible for reimbursement by the Commuter Benefits Plan:

1.

oOakwn

Vanpool costs, if your van is not considered a commuter vehicle. To be considered a commuter

vehicle, the van must:

e seat at least six adults (plus driver);

e use at least 80 percent of mileage to transport employees to and from their place of employment;
and

e have at least half the adult seating capacity occupied by employees.

Highway or bridge tolls

Car pool charges

Mileage or gas

Expenses that are paid or reimbursed — and not payable or reimbursable — by any other source.

Expenses incurred by anyone who is not a Costco benefits-eligible employee.
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INTRODUCING GENERAL PLAN INFORMATION

Information Resource

Costco Employee Benefits Department 1-800-284-4882

This Summary Plan Description (SPD) is the
Plan document for Costco’s healthcare plans,
including the medical, vision care, prescription
drug, mental health and substance abuse, and
dental plans, the Care Network and Smoking
Cessation Program. There are also Plan
documents for other benefits which are
described in the first section of this Summary
Plan Description.

Program Glossary

A number of key phrases and words capitalized
throughout this section of your SPD have specific
meanings as they apply to the Costco Employee
Benefits Program.

To understand your benefits, you may need to
know the detailed definitions of those terms. These
can be found in Costco Employee Benefits Program
Glossary starting on page 147.

Nothing contained in this SPD shall be
construed as a contract of employment between
Costco and Employee, or as conferring any right upon any Employee to be continued in employment with
Costco or as a limitation on the right of Costco to discharge any Employee at any time with or without
cause.

COLLECTIVE BARGAINING AGREEMENTS

Some Employees participate in the program pursuant to the terms of a collective bargaining agreement
with Costco Wholesale Corporation and an Employee organization.

Upon written request to the Benefits Committee, you may obtain information on whether a particular
Employee organization has bargained for Plan benefits, find out whether your Plan benefits are subject to
a collective bargaining agreement, or obtain a copy of that collective bargaining agreement.

POWERS OF THE PLAN SPONSOR

Costco Wholesale Corporation, as the employer, is the Plan sponsor. Costco has delegated to the
Benefits Committee all Plan sponsor powers and functions, including but not limited to the power to:
e design, establish, amend or terminate any or all of the Plans in any manner, at any time, regardless
of the health status of any Plan participant or beneficiary,
execute the Plan and trust agreement and any amendments thereto, and
appoint or remove the trustee.

The Benefits Committee may perform such powers and functions or it may, in turn, delegate their
performance to specific Committee members, a subcommittee, other officers or Employees of Costco, or
third parties. In performing such powers and functions, the Benefits Committee (or any delegee of the
Committee) acts in a settlor capacity, not in a fiduciary capacity.

Costco Employee Benefits Program SPD Effective 08-29-11 Page 127



POWERS OF THE PLAN ADMINISTRATOR

The Benefits Committee is the Plan Administrator and named fiduciary, except to the extent that role is

delegated to another entity as provided below. In this capacity, it exercises sole and exclusive

discretionary authority and control over:

e  Plan administration,

o the interpretation of all Plan and trust documents, booklets, policies, rules or regulations,

e granting or denying benefits under the Plan, including coverage, eligibility and benefit determinations
except as delegated below, and

e the management and disposition of Plan assets, except as delegated below.

The Committee’s exercise of discretion and determinations in all matters are final and binding and entitled
to the highest deference permitted by law.

The Benefits Committee may establish and maintain organizational policies and procedures to facilitate
the performance of its duties under the Program and shall act by the decision of a majority of its
members.

Costco shall indemnify, defend, and hold harmless the Benefits Committee and each of its members with
respect to any and all loss or liability, including reasonable attorneys’ fees and costs of defense, to which
they may be subject by reason of any act or conduct (excluding willful misconduct or gross negligence) in
their official capacities in the administration of the Plan and the performance of their duties hereunder.
Costco may also purchase insurance for Committee members covering liability for breach of fiduciary
duties.

DELEGATION OF AUTHORITY

The Benefits Committee may delegate its authority and control among Committee members or to persons
other than named fiduciaries to carry out its responsibilities under the Plan to the extent permitted by
ERISA. This includes delegating ministerial and discretionary authority and control for the administration
of benefit claims and appeals to third parties, and the management and disposition of assets to an
investment manager.

In addition, solely with respect to such delegated authority and control, that entity may assume the
function and role of Plan Administrator as proper party to be named in defense of claim and appeal
determinations where such naming is required by applicable law or practice. The Claims Fiduciary’s
determinations of claims and appeals are final and binding, entitled to the highest deference permitted by
law, and cannot be appealed to the Benefits Committee.

Where the Benefits Committee designates another entity as Claims Fiduciary, that entity is delegated all

of the Committee’s discretionary authority and control:

e To determine claims for benefits under the Plan (except for Plan eligibility and enroliment); and

e Tointerpret all Plan and trust documents, booklets, policies, rules or regulations in determining claims
for benefits.

In addition, the Claims Fiduciary may expressly assume by contract the title of Plan Administrator or Plan
Benefits Administrator solely to the extent of its determinations regarding claims for benefits under the
Plan. The Claims Fiduciary’s determinations in such cases are final and binding, entitled to the highest
deference permitted by law, and cannot be appealed to the Benefits Committee.

Included within the discretion of the Committee is the authority to engage and terminate the services of
agents and professional service providers as it may deem advisable to assist it with the performance of
its duties.
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CURRENT COMMITTEE MEMBERS

Benefits Committee members are appointed by the Board of Directors of Costco or by the Committee.
A member remains a Committee member until the member resigns, is removed by the Board or the
remaining members of the Committee, or terminates employment with Costco. The Committee may
increase or decrease the number of its members and remove or appoint new members, as it deems
prudent.

The current members of the Costco Benefits Committee are as follows.

Charles Burnett John Matthews

Julie Cruz John McKay
John Eagan Monica Smith
Richard Galanti Jay Tihinen
Bob Hicok

WRITTEN COMMUNICATIONS

Written communications to a Claims Administrator, a Claims Fiduciary, Costco, the Benefits Committee,
or their agents or representatives must be received before the expiration of any time period expressed in
this Summary Plan Description or related documents.

These parties’ records determine whether a communication has been received and the date of such
receipt, unless you can provide a United States Postal Service return receipt. The common law “mailbox
rule” does not apply to determine receipt by these parties. (Under the mailbox rule, when a document is
placed in the mall, it is considered received by the addressee on the date of mailing.)

POLICY STATEMENT ON BENEFITS FRAUD

Under § 1027 of Title 18 of the United States Code it is a crime to:

e attempt to defraud the company’s benefit Plans,

e knowingly deceive the Plan or Claim Administrator, or

e provide information, including filing a claim, that intentionally contains any false, incomplete or
misleading information.

The punishment for violations of this law is a fine of up to $10,000.00, imprisonment for as long as five

years, or both. Willfully engaging in such activities will result in denial of your claim, disciplinary action that
may include termination of employment, and criminal prosecution to the full extent of the law.
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STATEMENT OF YOUR ERISA RIGHTS

As a participant in the Costco Employee Benefits Program you are entitled to certain rights and
protections under the Employee Retirement Income Security Act of 1974 (ERISA). ERISA provides that
all Plan participants shall be entitled to:

1. Receive information about your Plan and benefits.

e Examine, without charge, at the Plan Administrator's office and at other specified locations, such
as worksites and union halls, all documents governing the Plan, including insurance contracts
and collective bargaining agreements, and a copy of the latest annual report (Form 5500 Series)
filed by the Plan with the U.S. Department of Labor and available at the Public Disclosure Room
of the Employee Benefits Security Administration.

e Obtain, upon written request to the Plan Administrator, copies of documents governing the
operation of the Plan, including insurance contracts and collective bargaining agreements, and
copies of the latest annual report (Form 5500 Series) and updated Summary Plan Description.
The Administrator may make a reasonable charge for the copies.

e Receive a summary of the Plan's annual financial report. The Plan Administrator is required by
law to furnish each participant with a copy of this summary annual report.

2. Continue group health plan coverage. Continue health care coverage for yourself, Spouse or
your Eligible Children if there is a loss of coverage under the Plan as a result of a qualifying event.
You or your family members may have to pay for such coverage. For more information, see
Continuation of Healthcare Coverage (COBRA) starting on page 48 of this SPD.

3. Reduction or elimination of exclusionary periods of coverage for preexisting
conditions under your group health plan if you have Creditable Coverage from
another plan. You should be provided a certificate of Creditable Coverage, free of charge, from
your group health plan or health insurance issuer:

e when you lose coverage under a healthcare plan,

when your coverage ceases due to the operation of a lifetime limit on all benefits,

when you become entitled to elect COBRA continuation coverage,

when your COBRA continuation coverage ceases, or

if you request it at any time while covered under the plan and up to 24 months after losing

coverage.

Without evidence of Creditable Coverage, you may be subject to a preexisting condition exclusion for

12 months (18 months for late enrollees) after the date you enroll for coverage.

PRUDENT ACTIONS BY PLAN FIDUCIARIES

In addition to creating rights for Plan participants, ERISA imposes duties upon the people who are
responsible for the operation of the Costco Employee Benefit Program. The people who operate your
Plan, called “fiduciaries” of the Plan, have a duty to do so prudently and in the interest of you and other
Plan participants and beneficiaries.

No one, including your employer, your union, or any other person, may fire you or otherwise discriminate

against you in any way to prevent you from obtaining a welfare benefit or exercising your rights under
ERISA.
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ENFORCING YOUR ERISA RIGHTS

If your claim for a welfare benefit is denied or ignored, in whole or in part, you have a right to know why
this was done, to obtain copies of documents relating to the decision without charge, and to appeal any
denial, all within certain time schedules under the Plan’s claims procedures. For more information about
claims filing procedures, see If Your Claim is Denied, starting on page 138.

Under ERISA, there are steps you can take to enforce the above rights. For instance:

e If you request a copy of Plan documents or the latest annual report from the Plan and do not receive
them within 30 days, you may file suit in a Federal court. In such a case, the court may require the
Plan Administrator to provide the materials and pay you up to $110 a day until you receive the
materials, unless the materials were not sent because of reasons beyond the control of the
administrator.

. If you have a claim for benefits which is denied or ignored, in whole or in part, you may file suit in a
state or Federal court, but only if you have completed the Plan’s required administrative appeal
procedures. In addition, if you disagree with the Plan's decision or lack thereof concerning the
qualified status of a domestic relations order or a medical child support order, you may file suit in
Federal court.

. If it should happen that Plan fiduciaries misuse the Plan's money, or if you are discriminated against
for asserting your rights, you may seek assistance from the U.S. Department of Labor, or you may
file suit in a Federal court. The court will decide who should pay court costs and legal fees. If you are
successful the court may order the person you have sued to pay these costs and fees. If you lose,
the court may order you to pay these costs and fees, for example, if it finds your claim is frivolous.

ASSISTANCE WITH YOUR QUESTIONS

If you have any questions about your Plan, you should contact the appropriate Plan Administrator, or the
Claims Administrator listed starting on page 133. If you have any questions about this statement or about
your rights under ERISA, or if you need assistance in obtaining documents from the Plan Administrator,
you should contact the nearest office of the Employee Benefits Security Administration, U.S. Department
of Labor, listed in your telephone directory or:

Division of Technical Assistance and Inquiries

Employee Benefits Security Administration, U.S. Department of Labor
200 Constitution Avenue N.W.

Washington, D.C. 20210

You may also obtain certain publications about your rights and responsibilities under ERISA by calling the
publications hotline of the Employee Benefits Security Administration.
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OTHER HEALTHCARE RIGHTS

In addition to rights guaranteed by ERISA, as described in this section additional rights are available to
participants in employer group healthcare plans under certain federal laws.

NEWBORNS’ AND MOTHERS’ HEALTH PROTECTION ACT OF 1996

Under Federal law, group health plans and health insurance issuers offering group health insurance
generally may not restrict benefits for any Hospital length of stay in connection with childbirth for the
mother or the newborn child to less than:

e 48 hours following a vaginal delivery, or

e less than 96 hours following a cesarean section.

However, Federal law generally does not prohibit the mother’s or newborn’s attending provider, after
consulting with the mother, from discharging the mother or her newborn earlier than 48 hours (or 96 hours
as applicable).

In any case, under Federal law, plans and issuers may not:

e  require that a provider obtain authorization from the plan or the insurance issuer for prescribing a
length of stay not in excess of 48 hours (or 96 hours), or

o set the level of benefits or out-of-pocket costs so that any later portion of the 48-hour (or 96-hour)
stay is treated in a manner less favorable to the mother or newborn than any earlier portion of the
stay.

However, to use certain providers or facilities, or to reduce your out-of-pocket costs, you may be required
to obtain pre-certification. For more information, see Pre-Certification of Healthcare Services, starting on
page 57 of this SPD.

NOTICE REGARDING WOMEN’S HEALTH AND CANCER RIGHTS ACT

If you have had or are going to have a mastectomy, you may be entitled to the following mastectomy-
related benefits under the Women’s Health and Cancer Rights Act of 1998 (WHCRA):

e all stages of reconstruction of the breast on which the mastectomy was performed,

e surgery and reconstruction of the other breast to produce a symmetrical appearance,

e  prostheses, and

e treatment of physical complications of the mastectomy, including lymphedema.

This coverage will be provided in a manner determined in consultation with the attending Physician and
the patient. Benefits are payable only for expenses incurred while you are covered by a Costco
healthcare plan and will be subject to the same plan provisions that apply to the mastectomy. This
includes deductibles, coinsurance and other plan limitations described in this Summary Plan Description.

For more information on benefits available under WHCRA, call Aetna, the medical plan Claims
Administrator, at 1-800-814-3543.
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FILING BENEFIT CLAIMS

Before the component plans of the Costco Employee Benefits Program will pay benefits, a claim for an
incurred cost must be filed with the appropriate Claims Administrator. These are listed in the chart of
Claims Administrators and Fiduciaries shown below.

As described in other sections of this Summary Plan Description, each component plan has specific
procedures and deadlines for filing claims. However, the procedures discussed in this section apply to all
the Costco plans except for HMSA of Hawaii, for which applicable claim procedures are set out in the
HMSA plan booklets.

Initial claim determinations are made by the applicable Claims Administrator. If you think the Claims
Administrator has incorrectly denied your claim, you have certain rights to appeal as described in If Your
Claim Is Denied, starting on page 138.

Meanwhile, keep these general rules in mind when you file a claim for benefits:

e Depending on the plan, you, your Authorized Representative or your provider may file the claim. If
your provider fails to submit a claim as required, you will be financially responsible for any unpaid
cost.

e  The timely filing period for all claims submitted for reimbursement is no more than one year after
services have been rendered or supplies delivered. Any claims submitted after more than one year
will not be reimbursed due to failure to meet these timely filing guidelines.

e The Program, at its own expense, has the right and opportunity to require examination by a
physician or other health care provider designated by the Program of the person whose injury or
illness is the basis of any claim. This may be requested when and as often as may be reasonably
required.

e If you have not cashed or claimed a check 90 days after the Claims Administrator writes that check,
the check is void. If you want a replacement check you must then, within the original time frame for
making a claim for plan benefits, make a written request for another check. Otherwise, your claim for
benefits will be untimely and therefore void unless there are extenuating circumstances that will have
no adverse consequences to the Plan.

CLAIMS ADMINISTRATORS AND FIDUCIARIES

The following chart shows the Claims Administrators and Claims Fiduciaries who have been allocated
responsibilities for the various plans included in the Costco Employee Benefits Program. The entity
named as the Claims Fiduciary is for jurisdictional purposes the proper named defendant in a lawsuit
under ERISA § 502(a) against the plan or plan administrator contesting claims for benefits.

While this chart includes contacts for each plan, be sure to refer to your most recent enrollment materials
for the most up-to-date information.
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. Choice Plus Medical Plan

. Choice Plus Medical Plan
For Part-Time Employees

° Freedom of Choice
Medical Plan

Aetna Life Insurance Company
P.O. Box 14586

Lexington, KY 40512-4586
1-800-814-3543

Aetna Life Insurance Company
National Accounts Customer
Resolution Team

P.O. Box 14463

Lexington, KY 40512-4089
1-800-814-3543

Mental Health and Substance
Abuse Claims Fiduciary:

BH Medical Resolution Team
PO Box 2293

Blue Belle, PA 19422

Hawaii only:
e HMSA HMO
e HMSAPPO

HMSA

P.O. Box 860
Honolulu, HI 96814
1-800-776-4672

HMSA
P.O. Box 860
Honolulu, HI 96814

Vision Benefit Plan (eye
exams)

Aetna Life Insurance Company
P.O. Box 14586

Lexington, KY 40512-4586
1-800-814-3543

Aetna Life Insurance Company
National Accounts Customer
Resolution Team

P.O. Box 14463

Lexington, KY 40512-4089
1-800-814-3543

Prescription Drug Program

Aetna Pharmacy Management
PO Box 14024

Lexington, KY 40512
1-800-814-3543

Aetna Life Insurance Company
National Accounts Customer
Resolution Team

P.O. Box 14463

Lexington, KY 40512-4089
1-800-814-3543

Care Network

Unicare Behavioral Health
9655 Granite Ridge Drive, 6th
Floor

San Diego, CA 92123
1-800-999-7222

Costco Benefits Committee
999 Lake Drive
Issaquah, WA 98027

Mental Health & Substance
Abuse Plan

Aetna Life Insurance Company
P.O. Box 14586

Lexington, KY 40512-4586
1-800-814-3543

Aetna Life Insurance Company
National Accounts Customer
Resolution Team

P.O. Box 14463

Lexington, KY 40512-4089
1-800-814-3543

Core and Premium Dental
Plans

Aetna Life Insurance Company
P.O. Box 14094

Lexington, KY 40512-4094
1-800-218-1458

Aetna Life Insurance Company
P.O. Box 10412

Van Nuys, CA 91410
1-800-814-3543

Smoking Cessation Program

Healthways Axia ®, Inc.
701 Cool Springs Blvd.
Franklin, TN 37067

Costco Benefits Committee
999 Lake Drive
Issaquah, WA 98027

Basic and Supplemental Life
Insurance

Unum Life Insurance Company of
America

The Benefits Center

PO Box 100158

Columbia, SC 29202-3158
1-877-403-9348

Unum Life Insurance Company of
America

2211 Congress St.

Portland, ME 04122

Costco Employee Benefits Program SPD Effective 08-29-11

Page 134



Basic and Supplemental
AD&D Insurance

Unum Life Insurance Company of
America

The Benefits Center

PO Box 100158

Columbia, SC 29202-3158
1-877-403-9348

Unum Life Insurance Company of
America

2211 Congress St.

Portland, ME 04122

Business Travel Accident
Insurance

Hartford Life and Accident
Insurance Company
Group Travel Claims

PO Box 2999

Hartford, CT 06104
1-800-523-2233

Hartford Life and Accident | Group
Travel Claims

PO Box 2999

Hartford, CT 06104

e  Voluntary Short Term
Disability Insurance

e Long Term Disability
Insurance

Unum Life Insurance Company of
America

The Benefits Center

PO Box 100158

Columbia, SC 29202-3158
1-877-403-9348

Unum Life Insurance Company of
America

2211 Congress St.

Portland, ME 04122

e Dependent Care
Assistance Plan (DCAP)

. Health Care
Reimbursement Account

e  Commuter Benefits Plan

Aetna Life Insurance Company
P.O. Box 4000

Richmond, KY 40476-4000.
1-800-814-3543

Costco Benefits Committee
999 Lake Drive
Issaquah, WA 98027

Long Term Care insurance

Unum Life Insurance Company of
America

The Benefits Center

PO Box 100158

Columbia, SC 29202-3158
1-877-403-9348

Unum Life Insurance Company of
America

2211 Congress St.

Portland, ME 04122

HEALTHCARE CLAIM DETERMINATION BEFORE SERVICE OR
TREATMENT (PRECERTIFICATION)

Under provisions of the Costco medical plans, you are required to get prior approval for certain covered
services or treatments as a condition to receiving a benefit. This review program is known as pre-

certification. The following procedures apply if your claim is for a pre-certification required by the plan, in
contrast to an optional or voluntary pre-approval request.

Pre-certification of Urgent Care claims. If your pre-certification claim is determined by the Claims
Administrator to be a claim involving Urgent Care, notice of the plan’s decision will be provided to you as
soon as possible but no later than 72 hours after receipt of your claim by the Claims Administrator.

The exception is if you do not provide sufficient information to decide your claim. In that case, notice
requesting specific additional information will be provided to you within 24 hours of receipt of your claim.
The plan’s decision regarding your claim will then be issued as soon as possible but no later than 48

hours after the earlier of:

e the plan’s receipt of the requested information or
e the expiration of the time period set by the plan for you to provide the requested information (at

least 48 hours).

Pre-certification of non-Urgent Care claims. If your pre-certification claim is not an Urgent Care
claim, written notice of the plan’s decision will generally be provided to you within a reasonable period of
time, but no later than 15 days after receipt of your claim by the Claims Administrator.
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If matters beyond the control of the Claims Administrator so require, one 15-day extension of time for
processing the claim beyond the initial 15 days may be taken. Written notice of the extension will be
furnished to you before the end of the initial 15-day period.

An extension notice will explain the reasons for the extension and the expected date of a decision. If an
extension is required because you have not provided the information necessary to decide your claim, the
notice of extension will specifically describe the required information. The period beginning on the date
this notice is sent to you and ending on the earlier of:

e the date the Plan receives your response to the request for additional information, or

e the date set by the Plan for your response (which will be at least 45 days)
will not count against the required time-period for processing your claim.

Further, the period beginning on the date such notice is sent to you and ending on the earlier of
o the date the Plan receives your response to the request for additional information, or
o the date set by the Plan for your response (which will be at least 45 days)

does not count against the required time-period for processing your claim.

Note, if your communication to the Claims Administrator concerning pre-certification does not comply with
the plan’s procedures for filing pre-certification claims as described in this section, notice of the proper
procedures will be provided to you within five days of the communication. If, however, the communication
involves Urgent Care, notice will be provided within 24 hours.

Such corrective notice will be provided only if your communication specifically names the claimant,
medical condition or symptoms, and the treatment, service or product being requested. Notice may be
oral, unless you request written notice.

OTHER CLAIM DETERMINATIONS

This section looks at how benefit claims are determined under the various plans, other than for pre-
certification of health care claims described above. As follows, the procedures and timelines for the
determination of a claim may differ depending on the plan and the circumstances of the claim.

Keep in mind, the Claims Administrator must receive your claim for benefits within one year of when the
service is rendered or the supply is furnished. Otherwise, the Program will pay no benefits. The exception
is the Health Care Reimbursement Account, for which claims must be submitted no later than April 30
after the year in which you elected to participate.

Healthcare claim determination after service or treatment. If your claim for a benefit does not
require pre-certification in advance of receiving medical care, written notice of a denial will generally be
provided to you within a reasonable period of time, but no later than 30 days after receipt of your claim by
the Claims Administrator.

If matters beyond the control of the Claims Administrator so require, one 15-day extension of time for
processing the claim beyond the initial 30 days may be taken. A written notice of the extension will be
furnished to you before the end of the initial 30-day period. An extension notice will explain the reasons
for the extension and the expected date of a decision.

If an extension is required because you have not provided the information necessary to decide your
claim, the notice of extension will specifically describe the required information. The period beginning on
the date this notice is sent to you and ending on the earlier of:

e the date the Plan receives your response to the request for additional information, or

e the date set by the Plan for your response (which will be at least 45 days)
will not count against the required time-period for processing your claim.
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Healthcare claim determination for concurrent care. If the Plan has previously approved an
ongoing course of treatment to be provided over a period of time or a number of treatments, notice of any
later decision to reduce or terminate the ongoing course of treatment (other than by Plan amendment or
termination) shall be treated as an adverse benefit determination that you can appeal.

Such notice will be provided to you sufficiently in advance of the reduction or termination to allow you to
appeal and receive a determination on appeal before the treatment is reduced or terminated.

If your request that the Plan extend an ongoing course of treatment beyond the previously approved
period of time or number of treatments involves Urgent Care, you will be notified of the decision by the
Claims Administrator within 24 hours after its receipt of the request, provided the request is received at
least 24 hours prior to the expiration of the pre-approved period of time or number of treatments.

Non-medical claims including Life Insurance and AD&D Insurance claim determination. A
written denial notice will generally be provided to you within 90 days after the date your claim is received
by the Claims Administrator.

However, if special circumstances require an extension of time for processing the claim beyond the initial
90-day period, written notice of the extension will be furnished to you before the end of the initial 90-day
period. An extension of time will not exceed a period of 90 days from the end of the initial 90-day period.

An extension notice will explain the reasons for the extension and the expected date of a decision.

Disability Insurance claim determination. A written denial notice will be provided to you within a
reasonable period of time, but not later than 45 days after receipt of your claim by the Claims
Administrator.

If matters beyond the control of the Claims Administrator require an extension of the time for processing
your disability claim, the initial period may be extended for up to 30 days. Written notice of an extension
will be sent before the end of the initial 45-day period.

In addition, another 30-day extension of time for processing your claim due to matters beyond the control
of the Claims Administrator may be taken. Written notice of such second extension will be sent before the
end of the first 30-day extension period. The extensions shall not exceed a period of 60 days from the
end of the initial 45-day period.

An extension notice will explain:

e thereasons for the extension,

the expected date of a decision,

the standards for a benefit entitlement,

any unresolved issues that prevent a decision on your claim, and
any additional information needed to resolve those issues.

If an extension is required because you have not provided the information necessary to decide your
claim, the period beginning on the date this notice is sent to you and ending on the earlier of:

e the date the Plan receives your response to the request for additional information, or

e the date set by the Plan for your response (which will be at least 45 days)
will not count against the required time-period for processing your claim.
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IF YOUR CLAIM IS DENIED

If your claim for a benefit is denied (including situations where a part of your claim is granted and a part is
denied), you will be notified in writing by the Claims Administrator. The written notice will include the
following:

e the specific reason or reasons for the decision,

o references to the specific Plan provisions on which the decision is based,

e a statement of your right to receive upon request, free of charge, reasonable access to and copies of
all Relevant Documents,

e adescription of any additional material or information necessary in order for you to perfect your
claim, and an explanation of why such material or information is needed,

e an explanation of the Plan’s review procedure for denied claims, including the applicable time limits
for submitting your claim for review (claims involving Urgent Care will have a description of expedited
appeal procedures),and

e a statement of your right to bring a civil action under Section 502(a) of ERISA.

In addition to the above information, if your claim is a medical or disability claim, written notification of

denial will also include the following:

e acopy of any internal rule, guideline, protocol or other similar criterion that was relied upon in
deciding your claim for benefits, or a statement that such was relied upon and a copy will be
provided free of charge upon request, and

o if the decision was based on a medical necessity or experimental treatment or other similar exclusion
or limit, either an explanation of the scientific or clinical judgment for the determination, applying Plan
terms to your medical circumstances, or a statement that an explanation will be provided free of
charge upon request.

Note, in the case of Urgent Care for a medical condition, benefit denials may be oral or in writing. If the
denial is provided orally, written notice will also be provided within three days after the oral notice.

If your claim for benefits is denied in whole or in part, you may take certain steps to appeal that denial. As
outlined below, the procedures and timelines for the appeal of a denied claim may differ depending on the
Plan and the circumstances of the denial.

APPEALING A DENIED MEDICAL OR DISABILITY CLAIM

If you wish to appeal a denial of a medical or disability claim, you or your Authorized Representative must
file a written appeal (or, in the case of uninsured medical, dental, prescription drug, and vision claims, a
telephonic appeal) for a review of your claim with the applicable Claims Fiduciary within 180 days after
receiving notice of denial. Claims Fiduciaries for all the plans appear in Claims Administrators and
Fiduciaries, starting on page 133.

You or your Authorized Representative may submit a written statement (or, in the case of claims for which
telephonic appeals are permitted, a telephonic statement), documents, records, and other information.
The Claims Fiduciary has the right to refuse to review your medical or disability claim if it is not appealed
within 180 days after receiving notice of denial from the Claims Administrator. Bringing an appeal within
applicable timelines is a prerequisite to filing a lawsuit in court regarding your claim.

Review by the Claims Fiduciary. The review will consider all statements, documents, and other
information submitted by you or your Authorized Representative, whether or not such information was
submitted or considered under the initial denial decision. In addition:
o the appeal decision will not defer to the initial decision denying your claim and will be made by the
Claims Fiduciary who is not a person who made the initial decision, nor a subordinate of such
person,

Costco Employee Benefits Program SPD Effective 08-29-11 Page 138



o if the initial denial decision was based in whole or in part on a medical judgment, the Claims
Fiduciary will consult with a healthcare professional who has appropriate training and experience
in the field of medicine involved in the medical judgment,

e any healthcare professional engaged for such consultation will not be a person consulted in the
initial decision, nor a subordinate of any such person,

e any medical or vocational expert whose advice was obtained in connection with the decision to
deny your claim will be identified upon request, whether or not the advice was relied upon, and

e if your claim involves Urgent Care, your request for an appeal may be submitted orally or in
writing, and all necessary information, including the appeal decision, is to be transmitted between
the Plan and you by telephone, facsimile, or other similarly expeditious method.

When you will receive a decision on your appeal for medical claims. Effective for medical
claims decided on or after May 1, 2008, there is a two-level appeals process for all medical claims for
which Aetna is the Claims Fiduciary. Aetna will notify you of the first-level decision on your appeal for
denial of:
e Pre-certification claims for Urgent Care, as soon as possible, but no later than 36 hours after an

appeal is received.

Pre-certification claims for non-Urgent Care, no later than 15 days after an appeal is received.

Denial of other claims, no later than 30 days after an appeal is received.

If your first level appeal is denied, you will then have 60 days after receiving notice of the denial to appeal
the denial to the second level appeal stage. A second level appeal decision will be issued to you within
the same time period set out above for the timing of first-level appeal decisions, that is, within:

e 36 hours for Pre-certification claims for Urgent Care,

e 15 days for Pre-certification claims for non-Urgent Care, and

e 30 days for other claims.

If you do not appeal the denial of your first level appeal to the second level appeal stage, you have not
completed the administrative appeal process and you will not be allowed to request a Voluntary External
Review as described starting on page 141. Nor will you be able to bring a lawsuit in court regarding your
claim.

When you will receive a decision on your appeal for disability claims. The Claims Fiduciary
will notify you of the decision on your appeal not later than 45 days after an appeal is received, unless
special circumstances require an extension of time for processing, in which case a decision will be
rendered not later than 90 days after an appeal is received.

Written notice of any extension of time will be sent before the end of the initial 45-day period explaining
the reason for the extension and the expected date of the appeal determination.

If an extension is required because you have not provided the information necessary to decide your
claim, the period beginning on the date this notice is sent to you and ending on the earlier of:

o the date the Plan receives your response to the request for additional information, or

¢ the date set by the Plan for your response (which will be at least 45 days)
will not count against the required time-period for processing your claim.
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APPEALING A NON-MEDICAL OR NON-DISABILITY CLAIM

If you wish to appeal a denial of a claim for non-medical or non-disability benefits, you or your Authorized
Representative must file a written appeal with the Claims Fiduciary within 60 days after receipt of written
notice of the denial unless the denial notice specifies a longer appeal period.

The Claims Fiduciary has the right to refuse to review your claim if it is not appealed within this timeline
after receiving notice of denial from the Claims Administrator. Bringing an appeal within applicable
timelines is a prerequisite to filing a lawsuit in court regarding your claim.

The review will consider all statements, documents, and other information submitted by you or your
Authorized Representative, whether or not such information was submitted or considered under the initial
denial decision. Claim determinations are made in accordance with Plan documents and, where
appropriate, Plan provisions are applied consistently to similarly situated claimants.

When you will receive a decision on your appeal. A decision on your appeal will be made not
later than 60 days after an appeal is received, unless special circumstances require an extension of time
for processing, in which case a decision will be rendered not later than 120 days after an appeal is
received. Written notice of any extension of time will be sent before the end of the initial 60-day period
explaining the reason for the extension and the expected date of the appeal determination.

If an extension is required because you have not provided the information necessary to decide your
claim, the period beginning on the date this notice is sent to you and ending on the earlier of:

e the date the Plan receives your response to the request for additional information, or

e the date set by the Plan for your response (which will be at least 45 days)
will not count against the required time-period for processing your claim.

CONTENT OF APPEAL DENIAL DECISION

If your appeal is denied, you will be notified in writing by the Claims Fiduciary. The notice will include the

following information:

e the specific reason or reasons for the decision,

o references to the specific Plan provisions on which the decision is based,

e a statement of your right to receive upon request, free of charge, reasonable access to and copies of
all Relevant Documents,
if applicable, a statement describing the voluntary external review procedure offered by the Plan, and
a statement of your right to bring a civil action under Section 502(a) of ERISA.

In addition to the above information, if your claim is a medical or disability claim, written notification of

denial will also include the following:

e acopy of any internal rule, guideline, protocol or other similar criterion that was relied upon in
deciding your claim for benefits, or a statement that such was relied upon and a copy will be provided
free of charge upon request, and

o if the decision was based on a medical necessity or experimental treatment or other similar exclusion
or limit, either an explanation of the scientific or clinical judgment for the determination, applying Plan
terms to your medical circumstances, or a statement that an explanation will be provided free of
charge upon request.
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VOLUNTARY EXTERNAL REVIEW APPEAL FOR MEDICAL CLAIMS

If Aetna is the Claims Fiduciary and denies your appeal after you have followed the plan’s appeal
procedures and your claim is for medical benefits, you may have the option to file a voluntary appeal for
external review by an independent review organization. This applies if your claim denial is based on a
determination that your claim is not medically necessary or is experimental or investigational. Also, your
claim must exceed certain dollar limits.

How the Voluntary Review Appeal works. The external review process gives you or your
Authorized Representative the opportunity to have certain coverage denials reviewed by independent
physician reviewers. Under a voluntary external review:

e The Claims Fiduciary sends your claim to an independent review organization (IRO) with which it
has contracted to provide review services.

e The IRO then refers the case for review to a physician it has selected with appropriate expertise
in the area in question.

e Once all necessary information is submitted, the external review requests will generally be
decided within 30 days of the request. Expedited reviews are available when your physician
certifies that a delay in service would jeopardize your health.

e The decision of the independent external expert reviewer is binding on the applicable Claims
Fiduciary and the plan. You will not be charged a professional fee for the review.

How to file for an external review. You must complete all of the levels of standard appeal described
above before you can appeal for external review. You must request an external review from the
applicable Claims Fiduciary within 60 days after you receive the final denial notice under the standard
appeal processes. Subject to verification procedures, your Authorized Representative may act on your
behalf in filing and pursuing this review.

If you file a voluntary external review appeal, any applicable statute of limitations or other timelines will be
“tolled” (suspended) while the appeal is pending. Whether or not you seek an external review will have no
effect on your rights to any other benefits under the Plan or information about applicable rules. Since an
external review is voluntary, you are not required to undertake it before pursuing legal action.

Upon request, you will be provided additional information about the process for selecting the decision
maker, and the circumstances, if any, that may affect the impartiality of the decision maker.

If you do not file for an external review. If you choose not to file for external review, the Plan will
not assert that you have failed to exhaust your administrative remedies because of that choice.

LIMITATIONS PERIOD FOR LAWSUITS

In order to bring a lawsuit in court regarding your claim, you must file suit within two years after your
appeal (or external review, if you requested one) is denied or, if earlier, the date your cause of action first
accrued. If a different limitations period is specified in an insured plan’s contract, then that limitations
period applies to that plan.
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PLAN’S RIGHTS TO RECOVERY

Payment is made for claims based upon your representations and those of your covered family members
and/or providers concerning the services tendered and is contingent upon benefits being covered under
the terms of the Plan.

By accepting benefits, you and your covered family members agree:

e to promptly refund to the Plan any amount that exceeds the amount covered by the Plan or any
amount that is subject to the plan’s subrogation or reimbursement rights, discussed in the following
section,

e that the Plan may reduce or deny coverage of your claims or the claims of your covered family
members as a way of obtaining reimbursement, even if any such claims do not relate to the
overpayment, and

e to reimburse the Plan in full for any benefits from the Plan to which the individual is later found not to
be entitled.

The Plan may also recover interest on the amounts paid by the Plan from the time of the payment until
the time the Plan is reimbursed.

Furthermore, whenever any benefit payments which should have been made under the Plan have been
made by another party, the Plan will be authorized to pay such benefits to the other party. Any payment
made by the Plan in accordance with this provision will fully release the Plan of any liability to you. An
Employee who receives benefits from the Plan to which he or she is later found not to be entitled will be
required to reimburse the Plan in full.

PLAN’S SUBROGATION, EQUITABLE LIEN, AND REIMBURSEMENT
RIGHTS

If someone else (a “third party”) is responsible for paying the expense of any Injury, lliness or disability
covered by the Plan, the Plan has the right to take your place in recovering payments directly from the
third party. The Plan’s right to do this is called its right of subrogation.

In addition, if a third party pays you for expenses that were covered by the Plan, you must reimburse the
Plan for the expenses that were already paid by the Plan. This is called the Plan’s right to reimbursement.

For instance, if you are injured in an automobile accident, the Plan is entitled to both subrogation and
reimbursement as follows:

e If your insurance company or the other driver’'s insurance company is responsible for making a
payment to you because of the accident, the Plan has the right to demand that the insurance
company pay the Plan directly first for the expenses covered by the Plan, before you get any
excess amount.

e If you make a claim or file a lawsuit against the other driver and get any kind of recovery, the Plan
again has the right to be paid first, even if you don't agree it should. If you obtain any kind of
payment before the Plan gets its share, you must reimburse the Plan immediately.

Under its rights of subrogation, the Plan may make a claim or file a lawsuit for you, or act in your behalf in
any claim or legal proceeding, and would be entitled to reimbursement for court costs, expenses, and
attorneys fees, in addition to the covered medical expenses.

The Plan’s rights to subrogation and reimbursement also constitute an “equitable lien” against any
payments by a third party made or payable to you, your covered dependents, or anyone acting on your
behalf, now or in the future, regardless of how the payments are characterized. The Plan’s right to do this
is called its right to impose an equitable lien or constructive trust.
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How the Plan may enforce its rights. In order to enforce these rights, the Plan may:

o refuse to pay claims that the Plan believes to be the responsibility of a third party,

o if it has paid claims that are later determined to be the responsibility of a third party, reduce or
deny coverage of your claims or the claims of your family members as a way of obtaining
reimbursement, even if any such claims do not relate to the third party’s liability, and

e recover interest on the amounts paid by the Plan from the time of the payment until the time the
Plan is reimbursed.

Plan’s rights to third party payments. The Plan has the first right to be reimbursed from any
amounts that you receive from a third party relating to the Injury, lliness or disability — even if the
payments are not designated as payment for medical or disability expenses. This includes the following
payments:

o Any judgment, settlement, or other payment relating to the lliness, Injury or disability, from
whatever source.

e Any payment made by your insurance or a third party’s insurance, including vehicle insurance,
no-fault automobile insurance, uninsured or under insured motorist coverage, business
insurance, homeowner’s insurance, personal umbrella insurance, or any other type of insurance
or insurance-type coverage.

e Payments designated as medical benefits, as disability payments, as compensation for pain and
suffering, as attorneys fees, or as other specified or general damages.

e Any partial payment made for any reason, even if you are not “made whole.” This means that the
Plan has the right to be repaid in full first, even if you do not expect to receive full compensation
for your damages from the third party.

Your notification and cooperation required. By accepting benefits under the Plan, you agree that
the Plan has the rights of subrogation and reimbursement, and you agree to provide information
requested by the Plan Administrator to help the Plan enforce these rights.

You must notify the Plan Administrator within 45 days of the date that you have an Injury, lliness or
disability that might be the responsibility of a third party and when you or your attorney gives notice to any
third party that you intend to investigate or pursue a claim to recover damages.

In addition, the Plan Administrator may require that as a condition of receiving further benefits under the
plan, you or your covered Spouse or other family members, as well as any Authorized Representative for
you or your covered Spouse or other family members, sign a subrogation and reimbursement contract
within 45 days of request by the Plan Administrator.

This subrogation and reimbursement contract may:
e incorporate any or all of the rules of the Plan regarding the Plan’s rights to subrogation,
reimbursement, and recovery of third party payments, and
e contain any terms necessary or appropriate to ensure that the contract will be enforceable in state
or federal court, at the plan’s election.

If you do not provide the required information or otherwise fail to cooperate, the Plan will deny payments
related to the Injury, lliness, or disability.
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More about subrogation and reimbursement. The plan’s subrogation and reimbursement rights
also apply to your covered Spouse and other family members and to your (or their) estates or heirs in the
event of death. In addition:

e The Plan is not required to pay any fees to the attorney you hire to pursue your claim or to reduce
the plan’s recovery by any portion of your attorney’s fees.

e If you have received partial third party reimbursement before the Plan pays benefits, the benefits
paid by the Plan will be limited to Covered Expenses in excess of the reimbursement you
received.

e The Plan’s subrogation and reimbursement rights apply even if the Plan has not yet paid for
Covered Expenses. In that case, the amount received from the third party would be used to pay
Covered Expenses.

e The plan’s rights of subrogation and reimbursement are not affected in any way by claims that
you must be made whole, or that a “common fund” or any other apportionment doctrine applies
under any statute or common law.

e The Plan is deemed to have an equitable lien right upon any and all funds from which it must be
paid under these subrogation and reimbursement provisions.

By accepting Plan benefits, you agree to these conditions and covenant not to raise any such claims in
any action by the Plan to enforce its reimbursement or recovery rights.

FACILITY OF PAYMENT

Any payment made under another plan may include an amount which should have been paid under the
Costco Plan. If so, the Costco Plan may pay that amount to the organization which made the payment.
That amount will then be treated as though it were a benefit paid under the Costco Plan. The Plan will not
have to pay that amount again. The term “payment made” means reasonable cash value of the benefits
provided in the form of services.
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ADMINISTRATIVE FACTS

The Costco Employee Benefits Program includes many component plans, and four official ERISA Plans.
This is the Summary Plan Description for those four ERISA Plans, the names of which, numbers, plan
year, funding information, type of administration, and the type of benefit offered by each can be found in
the table below.

The Plan Sponsor of these plans is the Costco Wholesale Corporation, Employer Identification
Number (EIN): 91-1223280. In addition, the Program has been adopted by the following subsidiaries of
Costco:

e Costco Wholesale Membership, Inc. EIN: 88-0433970

e CWC Travel, Inc. EIN: 91-2051883

Costco Wholesale Corporation and the Benefits Committee/Plan Administrator can be
reached at the following address and phone number:

999 Lake Drive
Issaquah, WA 98027
(425) 313-8100

The agent for service of legal process is:
Rich Olin, General Counsel

Costco Wholesale

999 Lake Drive

Issaquah, WA 98027

(425) 313-8100

Service of legal process also may be made on the Benefits Committee/Plan Administrator, the Claims
Fiduciary of the plan in question, or, for Plans funded by the VEBA, the VEBA trustee. The VEBA is the
Costco Wholesale Corporation Voluntary Employee Benefit Association Trust (VEBA).

The current trustee of the VEBA is:
Wells Fargo Bank - Employee Benefit Trust
999 Third Ave., Sixth Floor

P.O. Box 91070

Seattle, WA 98111
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COSTCO EMPLOYEE BENEFITS PROGRAM GLOSSARY

This Glossary lists, in alphabetical order, various terms used throughout this Summary Plan
Description as they apply to the Costco Employee Benefits Program. In some situations, plan
coverage may depend on the detailed definition of a specific term. Do not rely on commonly
understood definitions of terms.

Definitions of other key terms may be found in:

e Applicable contracts for the Costco Disability Insurance Plans, Survivor Benefit Plans, and
Long Term Care Insurance Plan or

o The Costco Wholesale Corporation Cafeteria Plan for the Health Care Reimbursement
Account and Dependent Care Assistance Plan.

A

Active Employment means you are:

e working for Costco for pay at your Location (or at a Location to which your job requires you to travel)
or else you are on paid vacation, holiday or sick day, and

e working at least the minimum number of hours necessary to remain eligible for coverage for the
Costco Employee Benefits Program.

In addition, for purposes of the Costco Disability Insurance Plans, it means you are performing the

Material and Substantial Duties of your Own Job or a Reasonable Alternative offered to you by Costco.

Active Military Service is “service in the uniformed services,” as defined in the Uniformed Services
Employment and Re-Employment Rights Act (USERRA).

Activities of Daily Living (ADLS), for purposes of the Long Term Care Insurance Plan, mean the

everyday skills necessary to live independently. They include:

e  Bathing — Washing oneself by sponge bath, in a tub or in a shower, including the task of getting into
or out of the tub or shower with equipment or adaptive devices.

e Dressing — Putting on and taking off all items of clothing and any necessary braces, fasteners or
artificial limbs.

e Toileting — Getting to and from the toilet, getting on and off the toilet and performing associated
personal hygiene

e Transferring — Moving into or out of a bed, chair or wheelchair with or without equipment such as
canes, quad canes, walkers, crutches, grab bars or other support devices, including motorized
devices

e Continence — Maintaining control of bowel or bladder function or, when unable to maintain control of
bowel or bladder function, performing associated personal hygiene (such as caring for a catheter or
colostomy bag)

e Eating — Feeding oneself by getting sufficient nourishment into the body from a receptacle (such as a
plate or cup) or by a feeding tube or intravenously

Actual Charge means the total amount of monetary compensation that a healthcare provider accepts as
payment in full for a service or supply.

Acute Care, for purposes of the Long Term Care Insurance Plan, means medical care obtained as a
result of an Injury or a Sickness requiring immediate medical intervention.
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Adult Day Care, for purposes of the Long Term Care Insurance Plan, means care provided by a Home
Health Care Provider or an Adult Day Care Facility in a community based group program offering health,
social and related support services to impaired or disabled adults.

Adult Day Care Facility means a facility that provides Adult Day Care and operates under state licensing
laws and any other laws that apply; or that meets the following tests:

e operates a minimum of 5 days a week,

remains open for at least 6 hours a day,

is not an overnight facility,

maintains a written record of care on each patient,

includes a plan of care and record of services provided,

has a staff that includes a full-time director and at least one registered nurse who are there during
operating hours for at least 4 hours a day,

has established procedures for obtaining appropriate aid in the event of a medical emergency, and
provides a range of physical and social support services to adults.

Aircraft means any vehicle or device that is used for aerial navigation in the earth’s atmosphere.

Allowable Expense, for purposes of determining Coordination of Benefits, means a healthcare service
or expense that is covered at least in part by an individual's healthcare plan. This includes coinsurance,
copays and deductibles. When a plan, such as a Health Maintenance Organization (HMO), provides
benefits in the form of services the reasonable cash value of each service will be considered an Allowable
Expense and a benefit paid.

Allowable Expenses do not include expenses not covered by any of the plans, or expenses that a
healthcare provider by law or in accordance with a contractual agreement is prohibited from charging a
covered person. Examples of supplies and services that are not Allowable Expenses include:
1. The difference between the cost of a semi-private room in a hospital and a private room (does not
apply if one of the plans provides coverage for a private room).
2. If a person is covered by two or more plans that determine benefits based on any amount:
e in excess of the highest of the negotiated charges or
e that exceeds those reasonable or recognized charges.
Note, if one of the plans determines benefits based on reasonable or recognized charges and the
other plan determines benefits based on negotiated charges, the primary plan’s payment
arrangements will be the Allowable Expense for both plans. However, if the secondary plan has a
negotiated fee or payment amount different from the primary plan and if the provider contract
permits, that negotiated fee will be the Allowable Expense used by the secondary plan to
determine benefits.

The amount a benefit is reduced or not reimbursed by the primary plan because a covered person does
not comply with the Plan provisions, such as requirements to obtain second surgical opinions or
precertification of services or to use preferred provider arrangements

COBRA means the Consolidated Omnibus Budget Reconciliation Act, described starting on page 48.

Alternative Care means healthcare treatment provided by licensed providers operating within the scope
of their valid state licenses, including chiropractors, Doctors of Osteopathy (DO), acupuncturists,
homeopathic and naturopathic providers. However, for purposes of plan benefits, this does not include
vitamins, minerals, herbs, homeopathic preparations, or care provided by a doula, Christian Science
practitioner, massage therapist or non-certified midwife.

Annual Earnings means, for purposes of the Costco Survivor Benefit plans:
e For Part-Time Employees, hourly rate of pay times 1,560 hours

e For Full-Time Hourly Employees, hourly rate of pay times 2,080 hours

e For Salaried Employees, annual salary as reported by Costco
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Annual Open Enrollment means the period, established annually by Costco, during which Employees
may elect or change existing elections for benefits under the Program. Choices made during this period
are effective for the following calendar year. Annual Open Enrollment is typically held in November.

Assisted Living Facility means any of the following:

1. An institution that is licensed by the appropriate licensing agency (if licensing is required) to primarily
engage in providing ongoing care and services to a minimum of three inpatients in one location and
operates under state licensing laws and any other laws that apply.

2. Any other institution that meets all of the following tests (typically met by assisted living facilities that
are either free-standing facilities or part of a life care community. In general, they are not met by
individual residences, boarding homes or independent living units):

e provides 24 hour a day care, custodial services and personal care assistance to support needs
resulting from a disability,

e has an employee on duty at all times who is awake, trained and ready to provide care,

e prepares 3 meals a day, including special dietary requirements,

e operates under applicable state licensing laws and other laws that apply,

e has formal arrangements for the services of a Physician or nurse to furnish medical care in the
event of an emergency,

e is authorized to administer medication to patients on the order of a Physician, and

e is not, other than incidentally, a home for the mentally retarded, the mentally ill, the blind or the

deaf, a hotel or a home for alcoholics or drug abusers.
3. A similar institution approved by Unum.

Assisted Reproductive Technologies means expenses for the artificially assisted fertilization
procedures all of which are excluded under the plan. Examples include, but are not limited to:
Artificial insemination

e In-vitro fertilization

e Gamete Intrafallopian Transfer (GIFT)

e Zygote Intrafallopian Transfer (ZIFT)

Authorized Representative means a person you authorize, in writing, to act on your behalf. This also
means a person authorized by court order to submit claims on your own behalf. For a healthcare claim
involving Urgent Care, a health care professional with knowledge of your condition may always act as
your Authorized Representative.

B

Base Monthly Earnings means, for purposes of the Long Term Disability Insurance Plan:

e  For Hourly Employees, your hourly wage — including premium pay if you are regularly scheduled to
work and receive premium pay — averaged over the previous eight pay periods just prior to the date
of your Disability. This amount is converted to a monthly average.

e For Salaried Employees, your annual salary just prior to your date of Disability, divided by 12. This
includes your earnings before taxes and any pre-tax contributions to a qualified deferred
compensation plan or the Cafeteria Plan. This does not include commissions, bonuses, or any other
extra compensation received from Costco, as described in the Employee Agreement, or any income
received from sources other than Costco.

If you become Disabled while on a Leave of Absence, to determine Base Monthly Earnings the plan will

use your Hourly wage or annual salary in effect just before your leave began.

Base Weekly Earnings means, for purposes of the Short Term Disability Insurance Plan, your actual
hourly earnings — including premium pay if you are regularly scheduled to work and receive premium pay
— for the eight pay periods just prior to the date of your Disability.

Note: If you become Disabled while on an approved Leave of Absence, the above calculation would be
used to determine to determine your Base Weekly Earnings. However, the eight pay periods used to
determine the weekly average would not include any pay periods you were on the approved Leave of
Absence.
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Basic Benefit means, for purposes of the Long Term Care Insurance Plan, the standard benefit package
that includes coverage of services received at a Long Term Care Facility, Assisted Living Facility and
Adult Day Care Facility as well as Professional Home Care.

Behavioral Health Providers means licensed organizations and professional practitioners who provide
diagnostic, therapeutic or psychological services for treatment of Mental lliness or Substance Abuse.

Benefits Committee means the Costco Benefits Committee.

Benefit Effective Date means the date that your eligibility for Costco Employee Benefits Program begins
after you have completed the eligibility waiting period for your Employee classification.

Rate Booklet means the booklet you receive during initial enrollment that describes the payroll deduction
amounts for the various options offered by the Costco Employee Benefits Program. After initial
enrollment, you can contact your Location’s payroll or Benefits Representative or the Costco Employee
Benefits Department for an updated Rate Booklet.

Break in Coverage means a period of 63 days or more (other than a waiting period to enroll in the
Costco Employee Benefits Program) in which the covered individual did not have health coverage. If
there has been a Break in Coverage, no Creditable Coverage will be counted for the period prior to that
break. Leaves under the Family and Medical Leave Act (FMLA) and the Uniformed Services Employment
and Reemployment Rights Act (USERRA) do not count toward a Break in Coverage.

Business Trip means, for purposes of Business Travel Accident Insurance, any trip you take while on

assignment or at the direction of Costco to further company business:

e |t begins when you leave your residence or place of regular employment, whichever occurs last, to
start your trip.

e |t ends when you return to your residence or place of regular employment, whichever occurs first.

A Business Trip does not include travel to and from work, or travel while you are on a Leave of Absence

or vacation.

Buy-up Option means any of the elective options you may elect in addition to the Long Term Care
Insurance Plan’s Basic Benefit.

C

Cafeteria Plan means the plan document for the Costco Wholesale Corporation Cafeteria Plan under

which you may:

e make pre-tax contributions to the Health Care Reimbursement Account and Dependent Care
Assistance Plan and

e pay pre-tax for healthcare and elective LTD premiums.

Certificate of Creditable Coverage means a written certificate issued by a healthcare plan to provide
evidence of coverage that will offset a waiting period for pre-existing conditions.

Change in Status means a qualified change summarized starting on page 29 and described in the
Costco Wholesale Corporation Cafeteria Plan that permits Employees to make limited changes to their
benefit elections pursuant to Code Section 125 and Treasury Regulations issued thereunder.

Claims Administrator means the third party that processes claims and handles the day-to-day claims

administration of a plan described in this booklet. Claims Administrators for the Costco plans are listed in
the chart starting on page 134.
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Claims Assessment means a review done by Unum or its designated representative to help evaluate the
status of your Disability for purposes of the Long Term Care Insurance Plan. It may include:

e atelephone interview with you, and/or

o aface-to-face interview with you at a location selected by Unum or its designated representative.

Claims Fiduciary has the sole and exclusive discretionary authority and control to determine claims for
benefits and is the entity identified in the chart starting on page 134. Claims Fiduciaries for each plan
serve as plan benefits administrators solely with respect to their determinations regarding claims for
benefits under the plan and are, for jurisdictional purposes, the proper named defendant in a lawsuit
under ERISA Section 502(a) against the plan or plan administrator for contesting claims for benefits.

Cognitively Impaired means, for purposes of the Survivor Benefit Insurance Plans, a person has a
deterioration or loss in intellectual capacity resulting from Injury, Sickness, advanced age, Alzheimer’s
disease or similar forms of irreversible dementia and needs another person’s assistance or verbal cueing
for his or her own protection or for the protection of others.

Commuting means traveling directly between your home and the Costco Location where you normally
work, while you are traveling as a pedestrian or traveling in or on, boarding or alighting from a
conveyance.

Convalescent Facility means an institution that:

1. Islicensed to provide, and does provide, the following on an inpatient basis for persons convalescing

from disease or injury:

e professional nursing care by a Registered Nurse (R.N.) or by a Licensed Practical Nurse (L.P.N.)
directed by a full-time R.N. and physical restoration services to help patients to meet a goal of
self-care in daily living activities.

e 24 hour a day nursing care by licensed nurses directed by a full-time R.N.

Is supervised full-time by a physician or R.N.

Keeps a complete medical record on each patient.

Has a utilization review plan.

Is not mainly a place for rest, for the aged, for drug addicts, for alcoholics, for mental retardates, for

custodial or educational care, or for care of mental disorders.

6. Makes charges.

akrwn

Costco means Costco Wholesale Corporation, Costco Wholesale Membership, and CWC Travel.

Costco Employee Benefits Department means the central Costco Wholesale Employee Benefits
Department , located at corporate headquarters, 999 Lake Drive, Issaquah, WA 98027.

Covered Expense means the healthcare charges or expenses incurred for treatment of an individual
covered by the applicable plan when that coverage is in force which are:

e made for care and treatment of an lliness or Injury,

e Medically Necessary,

e Reasonable and Customary or based on the contracted fee, and

e covered (and not excluded) under provisions of the applicable plan.

Plan co-payments, deductibles, coinsurance, annual and lifetime maximums and similar plan features
apply to reduce reimbursement for Covered Expenses.

Creditable Coverage means the period of time prior to the Employee’s date of hire (or prior to enrollment
if the individual does not enroll when first eligible) that the individual was covered under a group health
plan or insurance policy without a Break in Coverage.

Custodial Care means services and supplies furnished to a person mainly to help him or her in the
activities of daily life. This includes board and room and other institutional care. The person does not have
to be disabled. Such services and supplies are Custodial Care regardless by whom they are prescribed,
recommended, or performed.
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Custodial parent, for purposes of determining Coordination of Benefits, means a parent awarded
custody by a court decree. In the absence of a court decree, it is the parent with whom the child resides

more than one half of the calendar year without regard to any temporary visitation.

D

Deductible Sources of Income means, for purposes of the Disability Insurance Plans, payments you
receive or are entitled to receive from the following sources as a result of your Disability, the amounts of
which will be deducted from any weekly or monthly benefits you receive from the plans:

e Payments under a workers’ compensation law, an occupational disease law, or any other act or law
with similar intent (applies only to Long Term Disability Insurance Plan because Voluntary STD
benefits are not payable for work-related disabilities).

Payments from the Costco Wholesale Corporation Texas Injury Benefit Plan

Disability income payments under any state compulsory benefit act; law or automobile liability
insurance policy; or governmental retirement system as the result of your job with Costco.

Any amount you receive under Title 46, United State Code Section 688 (The Jones Act).

Amounts from the United States Social Security Act, the Canada Pension Plan, the Quebec Pension
Plan, or any other government plan or act payable to you, your Spouse or your children as disability
payments because of your disability or as retirement payments because of your retirement.

e The amount you receive as disability payments under your employer’s Retirement Plan; voluntarily
elect to receive as retirement payments under your employer’s Retirement Plan; or receive as
retirement payments when you reach the later of age 62 or normal retirement age as defined by the
Retirement Plan. This includes only benefits which are based on your employer’s contribution to the
Retirement Plan. Payments from the Costco 401(k) Plan do not count as Deductible Sources of
Income.

e The amount paid by a third party, by judgment, settlement or otherwise, after subtracting expenses
and attorney’s fees. An example of a third party payment is a legal settlement that a participant
receives after becoming Disabled due to a car accident.

e  Vacation pay, if you earned the vacation while you were Disabled and working, but receive the pay
after you are no longer working.

Note, if you receive a cost of living increase from a Deductible Source of Income after your LTD benefits
begin, your plan payment will not be reduced any further for that increase.

Default Coverage means the benefit coverage that will automatically apply to you if you fail to complete
initial enrollment or to re-enroll when you return to work within certain deadlines. This includes coverage
for you only but not your family under the following plans:
e Medical, Choice Plus if you are a Full-Time Employee; Choice Plus for Part-Time Employees if you
are a Part-Time Employee; HMSA HMO if you are a Hawaii Employee
Dental, Core Dental Plan
Survivor Benefits, Basic Life and AD&D Insurance; Business Travel Accident (salaried employees

only)
e Disability, Long Term Disability Insurance

The costs of your Default Coverage will be deducted from your paychecks and you will not be able to
change your elections until the next Annual Open Enrollment or following certain mid-year changes in
status. While in default, you cannot participate in the Supplemental Life Insurance, Supplemental AD&D
Insurance, Health Care Reimbursement Account or Dependent Care Assistance plans. However, you
may participate in the Care Network, Smoking Cessation Program, Voluntary Short Term Disability
Insurance Plan (if applicable to you), and Long Term Care Insurance Plan.
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Dependent means for purposes of the Reimbursement Accounts any individual who is your tax
dependent as defined in Tax Code Section 152, without regard to subsections (b)(1), (b)(2) and (d)(1)(B).
For the Health Care Reimbursement Account, if you are divorced, this also includes any of your children
who either you or your former Spouse may claim as Dependents under the Tax Code. Domestic Partners
and their children are not tax-Dependents.

Dependent Care Center means a facility which:

e provides care for more than six individuals (other than individuals who reside in the facility),

e receives a fee, payment or grant for providing services for any of these individuals, and

e complies with all applicable laws and regulations of the state or unit of local government where it is
located.

Dependent Care Expenses means, for purposes of the Dependent Care Assistance Plan (DCAP),
employment-related household and dependent care expenses as defined under Tax Code Section
21(b)(2). A Dependent Care Expense must be incurred to pay for care of a Qualifying Individual that
enables you and, if you're married, your Spouse to be Gainfully Employed. (An expense does not qualify
merely because you are Gainfully Employed.)

Household expenses are considered Dependent Care Expenses only if incurred in connection with the

care of a Qualifying Individual. This may include:

e Ordinary and usual household services done in and about your home necessary to the maintenance
of your household and attributable to the care of a Qualifying Individual.

e Services of a housekeeper if they are provided, at least in part, for the care of a Qualifying Individual.

Detoxification means the process by which an alcohol-intoxicated, drug-intoxicated or alcohol-

dependent or drug-dependent person is medically managed through the period of time necessary to

eliminate — by metabolic or other means — the intoxicating alcohol or drug, alcohol or drug-dependent

factors or alcohol in combination with drugs, as determined by a Physician. The process must:

o keep the physiological risk to the patient at a minimum and

o take place in a facility that meets any applicable licensing standards established by the jurisdiction in
which it is located.

Disabled or Disability means for the:
1. Voluntary Short Term Disability Insurance Plan, due to your non-Occupational Sickness, Injury or
pregnancy, you are:
¢ limited from performing the Material and Substantial Duties of your Own Job or a Reasonable
Alternative offered to you by Costco,
unable to earn 80% of your Base Weekly Earnings, and
under the Regular Care of a Physician.

2. Long Term Disability Insurance Plan, due to your Sickness, Injury or pregnancy, you are under the

Regular Care of a Physician and for the:

e First nine months of LTD payments, you are limited from performing the Material and Substantial
Duties of your Own Job or a Reasonable Alternative offered by Costco and you are unable to
earn more than 80% of your Indexed Monthly Earnings.

e After nine months of LTD, you are unable to perform the duties of any Gainful Occupation for
which you are reasonably fitted by education, training or experience.

Loss of a professional or occupational license or certification does not in itself constitute a disability.

Disabled or Disability, for purposes of the Long Term Care Insurance Plan, means:

e you are unable to perform at least two Activities of Daily Living (ADLS) without Substantial Assistance
from another individual, or

e you require Substantial Supervision by another individual to protect you and others from threats to
health and safety due to Severe Cognitive Impairment.
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Disability Earnings means the earnings you receive (including vacation pay you earn) while you are

Disabled and working. Your Disability Earnings also include:

e amounts you receive as additional income earned from another job as a result of increased hours,
and

e earnings you could receive if you were working at your Maximum Capacity.

Doctor, for purposes of the Costco Survivor Benefit plans, means a person:

o performing tasks that are within the limits of his or her medical license and licensed to practice
medicine and prescribe and administer drugs or to perform surgery, or

e with a Doctoral degree in Psychology (Ph.D. or Psy.D.) whose primary practice is treating patients, or

o who is a legally qualified medical practitioner according to the laws and regulations of the governing
jurisdiction.

For purposes of these plans, “Doctor” does not include you, your Spouse or Domestic Partner, your

children or your parents or siblings.

Domestic Partner means a person who:

e isin a qualified Domestic Partnership with you as specified in the Declaration of Domestic
Partnership,

e has gone through the required procedure to apply for recognition of your Domestic Partnership, and

e has been approved by Costco as eligible to enroll in the Program.

E

Earned Income, for purposes of the Health Care Reimbursement Account, means all income derived
from wages, salaries, tips, self-employment, and other Employee compensation (such as disability or
wage continuation benefits) includible in gross income for the Employee’s taxable year. It does not
include any amounts received:

e pursuant to any dependent care assistance program,

e from a pension or annuity, or

e pursuant to workers compensation

Eligible Children means children through age 25 (or older if disabled) of Employees, Spouses and

Domestic Partners as described in detail in the section Eligible Family Members, starting on page 17.

Briefly, this includes:

1. Biological children, adopted children and children legally placed for adoption.

2. Your Stepchildren, including your Spouse’s biological children, adopted children and children legally
placed with him or her for adoption.

3. Children in Legal Guardianship, including grandchildren, siblings, nieces or nephews for whom the
court has granted you, your Spouse or Domestic Partner full and plenary Legal Guardianship.

4. Mentally or physically disabled children past the normal age limit, subject to approval from Aetna
(HMSA in Hawaii).

Note, children age 19 through 25 who are eligible for coverage through their own employers or the

employers of their Spouses or Domestic Partners are not eligible for the Costco healthcare plans. This

applies whether or not they enroll for the other coverage.

Eligible Family Members includes Employees’ Spouses and Eligible Children. It also includes Domestic
Partners and their Eligible Children.

Eligible Paid Hours means hours of work for which you are paid regular, overtime, vacation or sick pay
as defined in the Employee Agreement. It does not include sick leave payoff (defined in the Employee
Agreement) or any other incentive pay.

Elimination Period, for purposes of the Costco Disability Insurance Plans, means the period of
continuous Disability you must complete before you may begin to receive payments from the applicable
plan. The Short Term Disability Insurance Plan and the Long Term Disability Insurance Plan each have a
different Elimination Period.
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Elimination Period, for purposes of the Long Term Care Insurance Plan, means the period of 90
consecutive days you must be Disabled and receiving one of the types of care covered by the plan before
the plan will begin to pay benefits for covered expenses.

Emergency Care means the treatment given in a Hospital's emergency room to evaluate and treat an
Emergency Medical Condition.

Emergency Medical Condition means a recent and severe medical condition including, but not limited
to, severe pain which would lead a prudent layperson possessing an average knowledge of medicine and
health to believe that his or her condition, Iliness or Injury is of such a nature that failure to get immediate
medical care could result in:

e placing the person’s health in serious jeopardy,

e serious impairment to bodily function,

e serious dysfunction of a body part or organ, or

e inthe case of a pregnant woman, serious jeopardy to the health of the fetus.

Examples of emergency conditions include:
Sudden onset of chest pain

Spinal injuries

Uncontrollable bleeding

Serious breathing difficulties
Unconsciousness

Caustic substance in eyes

Major burns

Shock

Seizures

Emergency Mental Health or Substance Abuse Condition means:
a sudden onset of a medical condition manifesting itself by acute symptoms of sufficient severity
which could result in your actions causing harm to yourself or placing others in danger, unless
immediate transport, supervision, or intervention by a public safety representative or licensed medical
professional is obtained, or

e aprudent layperson possessing an average knowledge of health and medicine would judge the
request emergent.

Employee means a person who works for Costco.

Employee Agreement means the Costco Wholesale Employee Agreement which is amended
periodically, generally every three years. The current Employee Agreement dated March 2007 will be
superseded by any subsequent reissues.

Evidence of Insurability (EOI) means a health questionnaire that, depending on the circumstances, you
may have to complete and submit to Unum along with your application for Supplemental Life Insurance or
Long Term Care Insurance coverage. As EOI, Unum may also require further evidence of insurability,
such as blood or urine samples, blood pressure readings, medical test results, a physical exam, or a
Physician’s statement.
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Experimental or Investigative means a drug, device, procedure or treatment if:

e there are insufficient outcomes data available from controlled clinical trials published in the peer
reviewed literature to substantiate its safety and effectiveness for the Iliness or Injury involved, or
approval required by the FDA has not been granted for marketing, or
a recognized national medical or dental society or regulatory agency has determined, in writing, that it
is Experimental, Investigational, or for research purposes, or

e itis atype of drug, device or treatment that is the subject of a Phase | or Phase Il clinical trial or the
experimental or research arm of a Phase Il clinical trial, using the definition of “phases” indicated in
regulations and other official actions and publications of the FDA and Department of Health and
Human Services; or

e the written protocol or protocols used by the treating facility, or the protocol or protocols of any other
facility studying substantially the same drug, device, procedure, or treatment, or the written informed
consent used by the treating facility or by another facility studying the same drug, device, procedure,
or treatment states that it is Experimental, Investigational, or for research purposes.

F

Family and Medical Leave Act (FMLA) means the federal law of the same name as defined in the
Employee Agreement.

Full-Time Employee means an Hourly Employee who is:

o Classified as a “Full-Time Employee” on Costco’s Issaquah, Washington payroll system and meets
the definition contained in the Employee Agreement for a “Full-Time Employee, or

e A Union Employee classified as a “Full-Time Employee” eligible for benefits under this Program in an
applicable collective bargaining agreement.

G

Gainful Employment, for purposes of the Dependent Care Assistance Plan, means work for pay or
profit. It does not include work as a volunteer or for nominal consideration. Gainful Employment may
consist of service within or outside your home, including self-employment. It also includes the active
search for employment.”

Gainful Occupation, for purposes of the Long Term Disability Insurance Plan, means an occupation for
which you are reasonably fitted by education, training or experience that is or can be expected to provide
you with an income at least equal to 60% of your Indexed Monthly Earnings within 12 months of your
return to work.

Generic Drug means a medication that has the same active drug as a trademark brand name version.
Generic Drugs usually cost less than brand name versions.

Grace Period means, for purposes of the Health Care Reimbursement Account, the first 2 %2 months of
the year (through March 15) after the year in which you elected to participate.

H

Health Care Provider means persons:

e licensed and practicing within the scope of their licenses as specified by the states in which they are
practicing and

e who are not related by blood or marriage to the covered individual.
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Health Care Providers are Physicians; Physician’s assistants; osteopaths; dentists, podiatrists, nurses
(RN, LPN, LVN, RNP); registered midwifes but only for birth services rendered in a network or PPO
participating medical facility; psychiatric mental health nurses (CRNA, RNA, or NA); optometrists;
physical, occupational or speech therapists; chiropractors; audiologists; substance abuse or mental
health counselors; acupuncturists; naturopaths; homeopaths; pharmacists; licensed and certified
dieticians and nutritionists; and marriage therapists. The plan does not cover services of providers that
are not listed such as Christian Science practitioners.

HIPAA means the Health Insurance Portability and Accountability Act of 1996 (HIPAA).

Home Health Care Agency, for purposes of the Costco medical plans, means an agency that:

e mainly provides skilled nursing and other therapeutic services,

e s associated with a professional group which makes policy which includes at least one Physician and
one R.N,,
has full-time supervision by a Physician or an R.N. keeps complete medical records on each person,
has a full-time administrator, and
meets licensing standards.

Home Health Care Provider, for purposes of the Long Term Care Insurance Plan, means any of the
following:
1. An organization licensed or certified by the appropriate licensing agency of the state where
Professional Home Care services will be provided.
2. An organization certified as a home health care organization as defined under Medicare.
3. An organization that meets all of the following tests:
e it primarily provides skilled nursing care and other therapeutic services,
e it has standards, policies and rules established by a professional group which is associated with
the organization,
e itincludes at least one Physician and one registered nurse,
e it maintains a written record of care on each patient, and
e itincludes a plan of care and record of services provided
4. Any similar organization approved by Unum.

Hospice Care means, for purposes of the Long Term Care Insurance Plan, a formal program of care for
terminally ill patients whose life expectancy is less than six months, provided on an inpatient basis and
directed by a Physician in a hospice care facility that is licensed, certified or registered in accordance with
state law. Note, the plan also pays benefits for Hospice Care provided in a patient’s home.

Hospice Care means, for purposes of the Compassionate Care Plan, care given to a terminally ill person
by or under arrangements with a Hospice Care Agency. Such care may include skilled nursing services;
medical social services; and psychological and dietary counseling. Care can be provided in different
settings such as in the home, at a hospice facility, in a hospital, or Convalescent Facility. The care must
be part of the Hospice Care Program.

Hospice Care Agency means, for purposes of the Compassionate Care Plan, an agency or organization
which:
has Hospice Care available 24 hours a day,
meets any licensing or certification standards set forth by the jurisdiction where it is located,
provides skilled nursing services, medical social services, and psychological and dietary
counseling,

e provides or arranges for other services which will include services of a physician, physical and
occupational therapy, part-time home health aide services which mainly consist of caring for
terminally ill persons, and inpatient care in a facility when needed for pain control and acute and
chronic symptom management,

e has personnel which include at least: one physician, one Registered Nurse (R.N.); and one
licensed or certified social worker employed by the Agency,

e establishes policies governing the provision of Hospice Care,
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e assesses the patient's medical and social needs and develops a Hospice Care program to meet
those needs,

e provides an ongoing quality assurance program, including reviews by physicians, other than

those who own or direct the Agency,

permits all area medical personnel to utilize its services for their patients,

keeps a medical record on each patient,

utilizes volunteers trained in providing services for non-medical needs and

has a full-time administrator.

Hospice Care Program means, for purposes of the Compassionate Care Program, a written plan of
Hospice Care which is established by and reviewed from time to time by a physician attending the person
and appropriate personnel of a Hospice Care Agency; is designed to provide palliative and supportive
care to terminally ill persons and supportive care to their families; and includes an assessment of the
person’s medical and social needs and a description of the care to be given to meet those needs.

Hospital means a place that mainly provides inpatient facilities for the surgical and medical diagnosis,
treatment and care of injured and sick persons, and:

e is not mainly a place of rest, for the aged, for drug addicts, for alcoholics or a nursing home,

is accredited by the Joint Commission on Accreditation of Healthcare Organizations,

is approved by Medicare as a Hospital,

is supervised 24 hours per day by a staff of Physicians, and

provides 24 hour per day R.N. services for lliness or Injury through the medical, surgical and
diagnostic facilities on its premises.

Hourly Employee means an Employee who is classified as an “Hourly Employee” on Costco’s Issaquabh,
Washington payroll system and who meets the definition of “Hourly Employee” contained in the Employee
Agreement.

Iliness means a bodily disorder, infection, or disease and all related symptoms and recurrent conditions
resulting from the same cause. Physical llinesses and mental llinesses are covered by the Costco
healthcare plans, to the extent described in this Summary Plan Description.

Indexed Monthly Earnings means the amount used by the Long Term Disability Insurance Plan to

determine benefits you may receive if you work while Disabled. It equals your Base Monthly Earnings

adjusted upward annually by the lesser of:

. 10%, or

e the current annual percentage increase in the Consumer Price Index (CPI-W), published by the U.S.
Department of Labor. If the Department of Labor changes or stops publishing the CPI-W, some other
similar measurement may be used instead.

Injury, for purposes of the Costco healthcare plans, means physical harm sustained as the direct result of
an accident, effected solely through external means, and all related symptoms and recurrent conditions
resulting from the same accident. Injuries are covered by the Costco healthcare plans to the extent
described in this Summary Plan Description.

Injury, for purposes of the Costco Survivor Benefit and Long Term Care Insurance Plans, means a bodily
Injury that is the direct result of an accident and not related to any other cause.

Inpatient Treatment Facilities means, for purposes of the Mental Health and Substance Abuse Plan:
e Acute Psychiatric Facility,

Psychiatric Health Facility,

Chemical Dependency Rehabilitation Facility,

Residential Treatment Center, or

Hospital.
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Insurability Assessment, for purposes of the Long Term Care Insurance Plan, means a review done by
Unum or its designated representative to help in evaluating your cognitive and functional status. It may
include a:

o telephone interview with you, and/or

o aface-to-face interview with you at a location selected by Unum or its designated representative.

Intensive Outpatient Day Treatment means a planned and structured (intensive) program which is at
least two hours per day or six hours weekly. Treatment modalities include individual, group, and family,
psycho-educational and adjunctive therapies such as medication monitoring. The program could address
either mental or substance abuse issues.

J

Jaw Joint Disorder means a Temporomandibular Joint (TMJ) dysfunction or any similar disorder of the
jaw joint; or a Myofacial Pain Dysfunction (MPD); or any similar disorder in the relationship between the
jaw joint and the related muscles and nerves.

L

Layoff is defined in the Employee Agreement.

Leave of Absence means an approved Leave of Absence as described in the Costco Employee
Agreement.

Legal Guardianship or Legal Guardian means an Employee or an Employee’s Spouse or Domestic
Partner who has been appointed by a formal court order as the unrestricted, full Legal Guardian of the
person and property of a minor child or disabled adult. This does not include a partial or restricted
guardianship, such as a guardian of the person only or an estate only, nor does it include a guardian
appointed for limited or specific functions, such as making financial, education, or health care decisions. A
custody order is not a guardianship order.

Legally Placed for Adoption means you have assumed a legal obligation for total or partial support of a
child who has been placed with you in anticipation that you will adopt the child.

Length of Continuous Employment, for purposes of determining your Costco COBRA subsidy and
period of continued eligibility while on leave, means the time you worked for Costco from your hire date
until the day your Leave of Absence begins.

Licensed Health Care Practitioner, for purposes of the Long Term Care Insurance Plan, means any
Physician, and any registered professional nurse, licensed social worker, or other individual who meets
such requirements as may be prescribed by the Secretary of the Treasury.

Lifetime Maximum Benefit, for purposes of the Long Term Care Insurance Plan, means the most the
plan will pay in benefits for the entire time you are covered.

Limited Basis means, due to the restrictions and limitations of your disability, under the:

e Voluntary Short Term Disability (STD) Insurance Plan, you are only able to earn more than 20% but
less than 80% of your Base Weekly Earnings

e Long Term Disability (LTD) plan, you are only able to earn more than 20% but less than 80% (during
your first nine months of LTD) or 60% (after nine months of LTD) of your Indexed Monthly Earnings.

Location means the Costco Location where you are assigned to work.
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Long Term Care Facility means an institution, or a distinctly separate part of a Hospital, that is any of

the following:

1. Licensed or certified as a nursing home (if licensing or certification is required).

2. Operates under the law as a nursing home to provide skilled, intermediate or Custodial Care and
operates under state licensing laws and any other laws that apply, or

3. Any other institution that meets all of the following tests:
e itis operated as a health care facility under applicable state licensing laws and any other laws,
e it primarily provides nursing care under the orders of a Physician,
e it provides patient care under the supervision of a registered nurse or a licensed practical nurse,
e itregularly provides room and board and continuous 24 hour a day nursing care of sick and

injured persons,

it maintains a daily medical record of each patient who must be under the care of a Physician,

it is authorized to administer medication to patients on the order or a Physician, and

it is not, other than incidentally, a home for the mentally retarded, the mentally ill, the blind or the

deaf, alcoholics or drug abusers, or a hotel, a domiciliary care home or a residence, or

e asimilar institution approved by Unum.

M

Material and Substantial Duties means duties that cannot be reasonably omitted or modified in the
performance of your Own Job or a Reasonable Alternative.

Maximum Capacity means, due to the restrictions and limitations of your Disability, under the:

e  Voluntary Short Term Disability (STD) Insurance Plan, the greatest extent of work you are able to do
in your Own Job or Reasonable Alternative.

e Long Term Disability (LTD) Insurance plan, for the first nine months of LTD benefits, the greatest
extent of work you are able to do in your Own Job or Reasonable Alternative. After nine months of
LTD, it means any Gainful Occupation that is reasonably available to you.

Maximum Payment Period means the longest period of time a Costco Disability Insurance Plan will
make payments for any one period of Disability.

Measurement Period means the semi-annual period that is used to determine your ongoing eligibility for
Program coverage as well as your status for “full-time” versus “part-time” Employee benefit options.

Medical Care Expense, for purposes of the Health Care Reimbursement Account, means amounts paid
for “medical care” as defined in Section 213(d) of the Tax Code including, for example, amounts for
certain hospital bills, doctor and dentist bills and prescription drugs. It does not include expenses not
reimbursable under Code Section 125, such as premiums paid for other health coverage and long term
care coverage.

Medically Necessary or Medical Necessity means a service or supply furnished by a particular provider
that is appropriate for the diagnosis, care or treatment of the lliness or Injury involved. To be appropriate,
the service or supply must:

e be for care or treatment as likely to produce a significant positive outcome as, and no more likely to
produce a negative outcome, than any alternative service or supply, both as to the lliness or Injury
involved and the person’s overall health condition,

e be a diagnostic procedure, indicated by the health status of the person and as likely to result in
information that could affect the course of treatment as, and not more likely to produce a negative
outcome than, any alternative service or supply, both as to the lliness or Injury involved and the
person’s overall health condition, and

e be no more costly (taking into account all health expenses incurred in connection with the service or
supply) as to diagnosis, care or treatment than any alternative service or supply to meet the above
tests, and

e inthe case of hospitalization, be necessary because the symptoms or condition cannot safely and
adequately be treated on an outpatient basis.
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Hospice care is considered Medically Necessary if the covered person’s life expectancy is 12 months or
less even though the person may be receiving active or curative care while in the hospice.

Other than for Hospice care, in no event will the following services or supplies be considered to be

Medically Necessary:

e those that do not require the technical skills of a medical, a mental health or a dental professional,

e those furnished mainly for the personal comfort or convenience of the person, any person who cares
for him or her, any person who is part of his or her family, or any healthcare provider or healthcare
facility,

e those furnished solely because the person is an inpatient on any day on which the person’s lliness or
Injury could safely and adequately be diagnosed or treated while not confined,

e those furnished solely because of the setting if the service or supply could safely and adequately be
furnished in a Physician’s or a dentist’s office or other less costly setting, or

o those that are Experimental or Investigational.

The fact that a Health Care Provider may prescribe, order, recommend or approve a service or supply
does not mean that such a service or supply will be considered Medically Necessary for the coverage
provided by the Costco healthcare plans.

Medicare means the health insurance provided by Title XVIII of the Social Security Act, as amended. It
includes Health Maintenance Organization (HMO) or similar coverage that is an authorized alternative to
Parts A and B of Medicare.

Mental Iliness, for purposes of the Costco healthcare plans, means a psychiatric or psychological
condition, as defined in the Diagnostic and Statistical Manual of Mental Disorders (DSM) published by
the American Psychiatric Association which is current as of the date services are rendered to you or your
covered family members. These conditions are usually treated by a Behavioral Health Provider or other
qualified provider with psychotherapy, psychotropic drugs, or other similar methods of treatment.

Mental lliness may apply to conditions ranging from those that cause mild distress to those that severely
impair a person's ability to function, whether or not the cause is physical, chemical, or mental in nature or
origin. Examples include schizophrenia, depression, manic depressive or bipolar lliness, anxiety,
personality disorders and/or adjustment disorders or other conditions.

Mental Iliness, for purposes of the Costco Disability Insurance Plans, means psychiatric or psychological
conditions regardless of cause, that are usually treated by a mental health provider or other qualified
provider using psychotherapy, psychotropic drugs, or other similar methods of treatment. Examples of
such conditions include schizophrenia, depression, manic depressive or bipolar lliness, anxiety,
personality disorders and/or adjustment disorders.

Military Leave or Military Leave of Absence means a leave for Active Military Service as defined in the
Military Leave Notification Form.

Morbid Obesity means a person is:

e 100 Ibs or more over ideal body weight, or

e has a Body Mass Index (BMI) of 40 or higher, or

e has a BMI of 35 or higher which results in a significant increase in the risk of one or more obesity
related conditions (also known as co-morbidities) such as hypertension, a cardiopulmonary condition,
sleep apnea, or diabetes.
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N

National Institutes of Health (NIH) means a part of the U.S. Department of Health and Human Services
which is the primary federal agency for conducting and supporting medical research.

Negotiated Rate means the maximum charge a network provider or PPO provider has agreed to make
as to any service or supply for the purpose of the benefits under the Costco medical plans.

Non-Costco Health Plan means one of the following non-Costco programs that provides benefits,

services or supplies for medical or dental care or treatment:

e Individual, group, blanket, or franchise health coverage

e Other prepaid coverage under service plan contracts, or under group or individual programs, policies,
or a practice
Uninsured arrangements of group or group-type coverage
Labor-management trusteed plans, labor organization plans, employer organization plans, or
Employee benefit organization plans

e Medical benefits coverage in a group, group-type, and individual automobile “no-fault” and traditional
automobile “fault” type contracts

e Other group-type contracts, that is, those which are not available to the general public and can be
obtained and maintained only because membership in or connection with a particular organization or

group

Medical and dental coverage are considered separate plans. Costco medical coverage will be
coordinated with other medical plans and Costco dental coverage will be coordinated with other dental
plans.

O

Occupational Sickness or Injury means, for purposes of the Costco Disability Insurance Plans, either of
the following:
1. Anillness incurred or aggravated while:
e performing a job-related task or
e engaging in any activity for wage or profit, or for which compensation would be available if the
person was enrolled in and application was made under a workers’ compensation or occupational
injury law or similar legislation,
2. For Employees in Texas, an illness or injury that arises out of the “course and scope of employment”
as defined in the Costco Wholesale Corporation Texas Injury Benefit Plan.

Orthodontic Treatment means any medical or dental service or supply furnished to prevent, diagnose or
correct a misalignment of the teeth, bite or the jaws or jaw joint relationship, whether or not for the
purpose of relieving pain. This does not include the installation of a space maintainer or a surgical
procedure to correct malocclusion.

Over The Counter (OTC) Medicines means drugs generally available without a prescription. However, a

written prescription from your Physician is required:

e For certain OTC drugs which may be covered by the Prescription Drug Program, described starting
on page 68 or

e For OTC drugs to be eligible for repayment under the Health Care Reimbursement Account ,
described starting on page 28.

Own Job means the job with Costco you are routinely performing when your Disability begins, as it is
normally performed at Costco.
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P

Partial Confinement Treatment means a plan of medical, psychiatric, nursing, counseling, or

therapeutic services to treat Mental lliness or Substance Abuse that is:

e for a condition that does not require full-time confinement and is in accord with accepted medical
practice for that condition,

e carried out on a less than full-time inpatient basis in a Hospital, Psychiatric Hospital or Residential
Treatment Facility, and

e supervised by a Psychiatric Physician who weekly reviews and evaluates its effect.

Partial Confinement may be daytime confinement or night time confinement. If night time confinement, it

must be provided by a Hospital, Psychiatric Hospital, or Residential Treatment facility which has a room

charge and makes such care available at least 8 hours in a row per night and five days per week.

Part-Time Employee means an Hourly Employee who is:

o Classified as a “Part-Time Employee” on Costco’s Issaquah, Washington payroll system and meets
the definition of a “Part-Time Employee” in the Employee Agreement, or

o A Union Employee who is classified as a “Part-Time Employee” eligible for benefits under this
Program in an applicable collective bargaining agreement.

Pervasive Developmental Disorders (PDD) means a group of neurological disorders characterized by
delays in the development of socialization and communication skills. Parents may note symptoms as
early as infancy, although the typical age of onset is before 3 years of age. Aetna considers certain
procedures and services Medically Necessary for assessment and treatment of autism and other
Pervasive Developmental Disorders for enrolled children under age 7 who meet specific criteria.

PHI means Protected Health Information.

Physical Therapy means treatment that is expected to significantly improve, develop or restore physical
functions lost or impaired as a result of an acute iliness, injury or surgical procedure. The therapy should
follow a specific treatment plan that:

o Allows therapy services, provided in your home, if you are homebound,

e Details the treatment, and specifies frequency and duration, and

e Provides for ongoing reviews and is renewed only if continued therapy is appropriate.

Physical therapy does not include educational training or services designed to develop physical function.

Physician, for purposes of the Costco medical plans, means a legally qualified Physician, other than
yourself or a close relative, treating lliness, Injury or pregnancy within the scope and limitations of his/her
license. The Physician must be licensed to practice medicine in either the U.S. or Canada.

Physician, for purposes of the Costco Disability Insurance Plans, means a person:

o performing tasks within the limits of his or her medical license, who is licensed to practice medicine
and prescribe and administer drugs or to perform surgery, or

e with a doctoral degree in Psychology (PH. D. or Psy.D) whose primary practice is treating patients,
or

e whois a legally qualified medical practitioner according to the laws and regulations of the governing
jurisdiction.

For the first 35 days after your last day at work, for purposes of the plans a Physician may also include a

psychiatric clinician who is not an MD or Ph.D. The term “Physician” does not include you, or your
Spouse or Domestic Partner, children, parents or siblings for a claim that you submit.
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Physician, for purposes of the Long Term Care Insurance Plan, means a person performing tasks that

are within the scope of his or her license and who is either:

e Licensed to practice medicine and surgery and prescribe and administer drugs, or

e Legally qualified as a medical practitioner and required to be recognized under this plan for
insurance purposes, according to the insurance laws of the governing jurisdiction.

Plan Administrator means the Costco Benefits Committee, unless specified otherwise in this Summary
Plan Description. Claims Fiduciaries for each plan serve as plan benefits administrator solely with respect
to their determinations regarding claims for benefits under the plan and are for jurisdictional purposes the
proper named defendant in a lawsuit under ERISA Section 502(a) against the plan or plan administrator
contesting claims for benefits.

Plans means the Costco Wholesale Employee Benefits Program, the Costco Wholesale Corporation
Cafeteria Plan, the Costco Wholesale Corporation Vision and Prescription Drug Program and the Costco
Wholesale Business Travel Accident Plan.

Plan Sponsor means the Costco Wholesale Corporation. Costco Wholesale Membership, Inc., CWC
Travel, Inc., and any other person or entity are not Plan Sponsors.

Pre-Existing Condition means, for purposes of the Costco medical plans, a physical or mental condition

for which medical advice, diagnosis, care, or treatment was recommended or received within:

e the six-month period before enrollment in a Costco medical plan or

o if anindividual is enrolled in a medical plan when the Employee is first eligible, the six-month period
immediately prior to the Employee’s date of hire.

Pre-Existing Condition means, for purposes of the Costco Long Term Disability Insurance Plan, a
Sickness, Injury, or pregnancy for which, in the three months just prior to your effective date of plan
coverage, you:

e received medical treatment, consultation, care or services, including diagnostic measures or

e  took prescribed drugs or medicines, or

e had symptoms for which an ordinarily prudent person would have consulted a health care provider.

Pre-Existing Condition, for purposes of the Long Term Care Insurance Plan, means any condition

during the six month period right before your plan coverage begins for which you either:

e received medical treatment, consultation, care or services, including diagnostic measures for the
condition, or

e took drugs or medicines that were prescribed for the condition.

A Pre-Existing Condition is not the same as a loss of ADLs or Severe Cognitive Impairment that existed

before the effective date of coverage. Such a loss or impairment will never be covered.

Preferred Provider means the Physicians, Hospitals, clinics, and other healthcare providers and facilities
who participate in a PPO network of providers. Preferred Providers have agreed to provide health care
services and treatment to plan participants at Negotiated Rates.

Preferred Provider Organization (PPO) means, for the Freedom of Choice medical plan, a network of
independent Hospitals and Health Care Providers. For the Core and Premium Dental plans, it means a
network of independent dentists.

Primary Care Physician (PCP) means a physician who participates in the provider network for the
Choice Plus medical plans and is listed as a PCP in the plan provider directory. PCPs include family
practitioners, internists and other physicians who can provide general medical care and, if necessary,
refer patients for specialized treatment or hospitalization.
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Professional Home Care, for purposes of the Long Term Care Plan, means services you receive in your
residence pursuant to a written plan of care developed by a Licensed Health Care Practitioner. This may
include any of the following:

e Visits by a Home Health Care provider to provide skilled nursing care; physical, respiratory,
occupational, dietary or speech therapy; and homemaker services. (Each one hour or more per day
of a Home Health Care Provider’s services will be considered one visit.)

Adult Day Care.
Hospice Care.

Program means the Costco Employee Benefits Program.

Protected Health Information (PHI) means information that is created or received by the Plan and:

o relates to the past, present, or future physical or mental health or condition of an individual; or the
provision of health care to an individual; or the past, present or future payment for the provision of
health care to an individual and

o identifies the individual or for which there is a reasonable basis to believe that the information can be
used to identify the individual.

PHI includes information of persons living or deceased. This definition includes PHI transmitted by or
maintained in electronic form, also known as electronic protected health information. PHI also includes
“genetic information” which is defined to include genetic tests (including those of a family member) and
the manifestation of a disease or disorder in family members of an individual (not the manifestation of a
disease of the individual).

Psychiatric Hospital means an institution that:

e mainly provides a program for the diagnosis, evaluation, and treatment of Substance Abuse, including
alcoholism, or Mental lliness,

e provides infirmary-level medical services but also arranges with a Hospital in the area for any other
medical service that may be required,

e is supervised full-time by a Psychiatric Physician who is responsible for patient care and is there
regularly,

e s staffed by Psychiatric Physicians involved in care and treatment and has a Psychiatric Physician
present during the whole treatment day,

e provides, at all times, psychiatric social work and nursing services and skilled nursing services by
licensed nurses who are supervised by a full-time Registered Nurse (R.N.),

e prepares and maintains a written plan of treatment which is supervised by a Psychiatric Physician for
each patient based on medical, psychological and social needs,
makes charges,

e meets licensing standards and is appropriately licensed by the state Department of Health or its
equivalent, and

e is not mainly a school or a custodial, recreational or training institution.

Psychiatric Physician means a physician who specializes in psychiatry or has the training or experience
to do the required evaluation and treatment of Substance Abuse, including alcoholism, or Mental lliness.
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Q

Qualified Medical Child Support Order (QMCSO) means an order issued by a court under which an
Employee must provide medical coverage for his or her Eligible Child.

Qualifying Individuals, for the purposes of the Dependent Care Assistance Plan (DCAP), means any of
the following individuals provided they have the same principal place of residence as you for more than
half of the year:
1. Your “qualifying children” under age 13 including your children, grandchildren, step-children,
siblings, step-siblings, nieces or nephews or eligible foster children. To be Qualified Individuals:
e These children must not have provided over half of their own support for the year.
e If you are divorced, legally separated or living apart from your Spouse, you must be the
custodial parent.
2. Your other Dependents, such as elderly parents, who are physically or mentally incapable of self-
care, and
3. Your Spouse who is mentally of physically incapable of self-care.

You cannot use the DCAP for a Qualifying Individual if someone else can claim you as a tax
dependent for federal income tax purposes.

R

Reasonable Alternative means a job position offered to you by Costco:

e within the same general geographic Location as your Own Job,

e the essential duties of which you are able to perform taking into consideration your prior education,
training and experience, and

e which provides a rate of pay greater than 60% of your Base Weekly Earnings (while receiving Short
Term Disability benefits) or 60% of your Indexed Pre-Disability Earnings (while receiving Long Term
Disability benefits).

Reasonable and Customary (R&C) charges means the charge for a healthcare service or supply that is

the lowest of:

e the provider's usual charge for furnishing it,

e the charge Aetna determines to be appropriate, based on factors such as the cost of providing the
same or a similar service or supply and the manner in which charges for the service or supply are
made, and

e the charge Aetna determines to be the prevailing charge level made for it in the geographic area
where it is furnished.

In determining the reasonable charge for a service or supply that is unusual, not often provided in the
area, or provided by only a small number of providers in the area Aetna may take into account factors,
such as:

e the complexity,

the degree of skill needed,

the type of specialty of the provider,

the range of services or supplies provided by a facility, and

the prevailing charge in other areas.

In some circumstances, Aetna may have an agreement with a provider (either directly, or indirectly
through a third party) which sets the rate that Aetna will pay for a service or supply. In these instances, in
spite of the methodology described above, the reasonable charge is the rate established in such
agreement.

Recurrent Disability means a Disability which is caused by a worsening in your condition and which is

due to the same cause or causes as a prior Disability for which you were receiving benefits from a Costco
Disability Insurance Plan.
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Regular Care means, according to generally accepted medical standards, you:

e personally visit a Physician as frequently as is medically required to effectively manage and treat
your disabling condition, and

e you are receiving appropriate treatment and care for your disabling condition by a Physician whose
specialty or experiences is appropriate for your disabling condition.

Relevant Document means any document, record or other information that:

e was relied upon in making a decision to deny benefits,

e was submitted, considered, or generated in the course of making the decision to deny benefits,
whether or not it was relied upon in making the decision to deny benefits,

e demonstrates compliance with any administrative processes and safeguards designed to confirm that
the benefit determination was in accord with the plan and that plan provisions, where appropriate,
have been applied consistently regarding similarly situated individuals, or

e if your claim is a medical or disability claim, constitutes a statement of policy or guidance with respect
to the plan concerning a denied treatment option or benefit for the claimant’s diagnosis, without
regard to whether such advice or statement was relied upon in making the decision to deny benefits.

Relocation Trip means a trip you take for the purpose of relocating to a new residence, as requested
and paid for by Costco. It begins when you and, if applicable, your Eligible Family Members leave your
former residence. It ends when you and your family arrive at your new residence. For your Eligible Family
members, a Relocation Trip does not include any time over three days during which they take a personal
trip, vacation or Sojourn.

Residential Treatment Facility means a facility that:

1. has an on-site licensed Behavioral Health Provider 24 hours per day/7 days a week,

2. provides a comprehensive patient assessment (preferably before admission, but at least upon
admission),

3. provides for patients to be admitted by a Physician,

4. has access to necessary medical services 24 hours per day/7 days a week,

5. provides living arrangements that foster community living and peer interaction that are consistent with
developmental needs,

6. offers group therapy sessions with at least a Registered Nurse (RN) or masters-level health
professional,

7. has the ability to involve family/support systems in therapy (required for children and adolescents;
encouraged for adults),

8. provides access to at least weekly sessions with a psychiatrist or psychologist for individual
psychotherapy,

9. has peer oriented activities,

10. has services managed by a licensed Behavioral Health Provider who, while not needing to be
individually contracted, needs to:
e as an individual, meet the Aetna credentialing criteria (which are based upon the provider’s

degree and the state in which the services are provided) and

e function under the direction/supervision of a licensed psychiatrist (Medical Director),

11. has an individualized active treatment plan directed toward the alleviation of the impairment that
caused the admission,

12. provides a level of skilled intervention consistent with patient risk, and

13. meets any and all applicable licensing standards established by the jurisdiction in which it is located.
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In addition, if the Residential Treatment Facility offers treatment of Substance Abuse, it must have the

ability to assess and recognize withdrawal complications that threaten life or bodily functions and to

obtain needed services either on site or externally. Plus, it must offer the following 24 hours/ 7 days a

week:

1. Forindividuals who require detoxification services, on-site medical treatment which is actively
supervised by an attending Physician,

2. supervision by a Physician with evidence of close and frequent observation, and

3. on-site, licensed Behavioral Health Providers (medical or Substance Abuse professionals).

A Wilderness Treatment Program is not considered a Residential Treatment Facility and is not eligible for
coverage.

Respite Care means, for purposes of the Long Term Care Insurance Plan, care provided to you for short

periods of time to give your informal caregiver a break from care-giving responsibilities. Respite care may

be provided to you by:

e aformal caregiver, such as a Home Health Care Provider, an Adult Day Care Facility, a registered
nurse (RN), or licensed practical nurse (LPN), or

e informal caregivers such as friends or relatives.

Retirement Plan, as it applies to Deductible Sources of Income for the Costco Disability Insurance Plans,
means a defined benefit plan such as a pension plan which provides retirement benefits to Employees
and that is not funded entirely by Employee contributions. This includes but is not limited to any plan
which is part of any federal, state, county, municipal or association retirement system or Union pension
plan.

S

Salaried Employee means an Employee who is classified as a “Salaried Employee” on Costco’s
Issaquah, Washington payroll system.

Salary Reduction Agreement means your agreement to forgo wages and instead use them to pay for
coverage under a Costco Employee benefit plan. When you enroll over the enrollment system available at
www.costcobenefits.com or via the Costco Enroliment Center, this and the confirmation you receive
(including your pay stub) is your Salary Reduction Agreement. If you elect to participate in the DCAP or
Health Care Reimbursement Account, the enrollment form you submit for those plans is your Salary
Reduction Agreement.

Self-Reported Symptoms means disabilities that are due to symptoms not verifiable by tests,
procedures, or clinical examinations according to accepted standards in the practice of medicine.
Examples include fibromyalgia, chronic fatigue syndrome, and migraine headaches.

Service means the period during which you maintain a continuous employment relationship with Costco.
Periods of continuous Service begin on the date you are hired and continue during approved Leaves of
Absence. A period of continuous Service ends when Costco’s payroll records reflect you have terminated
employment. Your work for Costco in any other country counts towards Service if you transfer to the U.S.
without interruption.

Severe Cognitive Impairment means, for purposes of the Long Term Care Insurance Plan, a severe
deterioration or loss in intellectual capacity in the following as reliably measured by clinical evidence and
standardized tests:

e short or long term memory,

e  orientation to people, places or time, and

e deductive or abstract reasoning.

Such deterioration or loss can result from a disability, Alzheimer’s disease or other forms of dementia.
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Short-Term Rehabilitation, for purposes of the Costco medical plans, means therapy which is expected
to result in the improvement of a body function (including the restoration of the level of an existing speech
function), which has been lost or impaired due to an Injury, disease or congenital defect. These services
may consist of:

e outpatient Physical Therapy, occupational therapy or speech therapy which is expected to result in
significant improvement of the person’s condition within 60 days from the date the therapy first
begins, or

o therapy for children under age 7 with Pervasive Developmental Disorders (PDDs). Aetna considers
certain procedures and services Medically Necessary for treatment of autism and other PDDs when
the child meets specific criteria.

Sickness, for purposes of the Costco Survivor Benefit and Long Term Care Insurance Plans, means an
illness or disease.

Skilled Nursing Convalescent Facility means an institution that is licensed to provide, and does
provide, on an inpatient basis for persons convalescing from disease or Injury:

e professional nursing care by an R.N., or by an L.P.N. directed by a full-time R.N., or L.P.N., and
e physical restoration services to help patients to meet a goal of self-care in daily living activities.

Also, a Skilled Nursing Convalescent Facility:

e provides 24-hour-a-day nursing care by licensed nurses directed by a full-time R.N.,

is supervised full-time by a Physician or R.N.,

keeps a complete medical record on each patient,

has a utilization review plan,

is not mainly a place for rest, for the aged, for drug addicts, for alcoholics, for the cognitively impaired
or developmentally disabled, for custodial or educational care or for care of mental disorders, and

e makes charges for the services and supplies it provides.

Sojourn from a Business Trip means personal trips you take during a Business Trip which:

e are not assignments from or at Costco’s direction for the purpose of furthering Costco’s business and
e do not exceed a total of 14 days.

Eligible Family Members are not covered on a Sojourn from a Business Trip.

Sojourn from a Relocation Trip means personal trips you take during a Relocation Trip which:’

e are not part of a trip you take for the purpose of relocating to a new residence, as requested and paid
for by Costco and

e do not exceed a total of 14 days (three days for Eligible Family Members accompanying you on the

trip).

Spinal Disorder Treatment means manipulative (adjustive) treatment or other physical treatment of any
condition caused by or related to biomechanical or nerve conduction disorder of the spine.

Spouse means the person to whom you are legally married, as determined by both local law and the Tax
Code. Thus, your spouse is the person with whom you are eligible to file a joint Federal income tax return.
The Program does not recognize a spouse by common-law marriage or a spouse who is the same
gender as you.

Stepchild means the biological or adopted child of your Spouse who meets the criteria described in
Eligible Family Members, starting on page 17.

Substance Abuse means a physical or psychological dependency, or both, on a controlled substance or
alcohol agent . These are defined on Axis | in the Diagnostic and Statistical Manual of Mental Disorders
(DSM) published by the American Psychiatric Association which is current as of the date services are
rendered to you or your covered family members.
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Substantial Assistance means stand-by assistance by another person without which the covered
person would not be able to safely or completely perform an Activity of Daily Living (ADL).

Substantial Supervision means the presence of another individual for the purpose of protecting you
from harming yourself or others.

Summary Health Information means information:

e that summarizes the claims history, claims expenses, or type of claims experienced by individuals for
whom the Plan Sponsor has provided health benefits under the Plan and

o from which certain identifying information, such as the individual’'s name and address, has been
deleted.

Summary Plan Description or SPD means this booklet.

T

Tax Code means the Internal Revenue Code of 1986, as amended.

Terminally Ill or Terminal lliness means that Unum, the Claims Administrator for the Costco Life

Insurance plans, has certified that you:

o suffer from an incurable, progressive and medically recognized disease or condition and

e to areasonable medical probability based on a generally accepted prognostic protocol, will not
survive more than 24 months.

Therapeutic Equivalent means prescription medications that are chemically different, but treat the same
condition and have the same mechanism of action.

Total Home Care means services provided in your home by professional as well as informal caregivers,
such as your friends or relatives if the services are pursuant to a written plan of care developed by a
Licensed Health Care Practitioner.

Totally Disabled, for purposes of determining delay of coverage under the Survivor Benefit Plans, means

that due to Injury, Sickness or disorder a family member meets one or more of the following criteria:

e He or she is confined in a hospital or similar institution.

e Because of a physical or mental incapacity resulting from an Injury or a Sickness, he or she is unable
to perform two or more Activities of Daily Living (ADLs) — that is, the ability to bathe, dress, toilet,
transfer, control continence, or eat. A person is considered unable to perform an ADL if the task
cannot be performed safely without another person’s stand-by assistance or verbal cueing.

He or she is Cognitively Impaired.
He or she has a life threatening condition, that is a critical health condition that could possibly result in
loss of life.

Treatment Plan is a program for continued care and treatment established in writing by the patient’s
attending Physician.

U

Union Employee means an Employee who is part of a collective bargaining unit recognized by Costco,
and whose wages and benefits are the subject of good faith bargaining governed by a collective
bargaining agreement.
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Urgent Care Medical Condition or Urgent Care means immediate care for a medical condition where

pre-service prior authorization is needed to avoid a penalty or loss of coverage but for which application

of the normal time periods for deciding your claim:

e could seriously jeopardize your health or your ability to regain maximum function, or

e in the opinion of a Physician with knowledge of your medical condition, would subject you to severe
pain that cannot adequately be managed without the care or treatment being sought.

If a Physician with knowledge of your medical condition determines that your claim meets this definition of
Urgent Care, the claim will be treated by the plan as involving Urgent Care. Examples of Urgent
Conditions include:

e heat exhaustion

lacerations

minor broken bones

objects in eye, ear or nose

sprained or strained joints

persistent pain

Examples of non-Urgent Conditions include, but are not limited to:

e routine or preventive care, including immunizations

follow up care

physical therapy

elective surgical procedures

any lab and radiologic exams not related to the treatment of the Urgent Condition

Urgent Care Provider means either of the following:
A freestanding medical facility which:
e provides unscheduled medical services to treat an Urgent Medical Condition if the person’s
Physician is not reasonably available,
routinely provides ongoing unscheduled medical services for more than eight consecutive hours,
makes charges for the services and supplies it provides,
is licensed and certified as required by any state or federal law or regulation,
keeps a medical record on each patient,
provides an ongoing quality assurance program, including reviews by Physicians other than those
who own or direct the facility,
e isrun by a staff of Physicians, with at least one Physician on call at all times, and
e has a full-time administrator who is a licensed Physician
2. A Physician’s office, but only one that has contracted with Aetna to provide care for Urgent Conditions
and is, with Aetna’s consent, included in the plan’s Directory of Providers as a Preferred Urgent Care
Provider.

An Emergency room or outpatient department of a Hospital is not an Urgent Care Provider.

V

VEBA means the Costco Wholesale Corporation Voluntary Employee Benefit Association Trust.

W

Walk-in clinics mean medical clinics which do not require appointments for limited primary care services,
such as care and treatment for common family illnesses such as strep throat, bronchitis and ear, eye and
sinus infections. Typically, these clinics are staffed by Nurse Practitioners or Physician Assistants with
physicians on call during all hours of operation.

Worksite means Costco’s usual place of business, an alternative worksite at the direction of Costco
including your home, or a Location to which your job requires you to travel.
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