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2006 Enroliment Guide

Welcome to your benefits enroliment guide for 2006. During the enrollment process, you will
make selections for the coming year for medical, dental, vision, supplemental employee
term life insurance, dependent term life insurance, optional accidental death and
dismemberment (AD&D) coverage as well as flexible spending accounts.

Each fall, you have the opportunity to review your selections and make adjustments in your
coverage to meet your needs for the following year. You decide what's best for you and
your family based on personal circumstances and needs. You pay your share of the costs
through convenient payroll deductions. Other benefits are paid completely by the
company.

Everyone must complete the enrollment process by December 2, 2005. If you do not complete the enrollment process

by the deadline, you will receive only basit life, busic uccidental death and dismemberment, business travel accident
und, for full-time employees, disubility coverage.

If you are a newly hired employee and you do not retumn an enroliment form within 31 days
after your eligibility daie you will have only basic life, basic AD&D and business fravel
accident coverage and, for full-iime employess, disability coverage. If you do not
complete the enroliment process by the deadline, you will not be eligible o receive the
cash payment that comes with the No Coverage election for medical.

Your Choices are Binding for 2006

The choices you make during the enrollment period are binding for 2006. You will not have
ancther opportunity to enroll, cancel or change your options or your dependent coverage
choices until the next annual enroliment in the fall of 2006 (with changes effective January
1, 2007), unless you have a qualifying change in family status (life style change).

Any Questions?

If you have questions concerning your 2006 enrcliment, you may contact your local Human
Resources representalive, the Peabody Benefits Call Center at 1-800-633-9005 or send an
email To benefits@peabodyenergy.com.



2006 Benefit Highlights

Beginning January 1, 2006, the benefit package you receive will be based on the region in
which you work. Employees who work in {itinois, Indiana or Kentucky will now be part of o
Midwest regional benefit plan. The benefits are designed to provide salaried employees
with an array of valuable benefit choices and voluntary options while promoting benefit
plan consistency within the Midwest region. For some, the programs offered will be familiar;
for others, the benefit choices will be new. This enroliment guide explains the options
avallable to you for 2006.

The following lists the programs that are detalied In this guide.
A Medical

W You will now have three medical plan options to choose from or you can waive
coverage ond receive a cash payment. One option, called the Consumer Cholce
Option, enables you to save for health care expenses during your retirement,

3 You will also share in the cost of providing health care coverage for yourself and
your dependents. You will pay 10% of this cost through before-tax payroll

cdeductions.
A Dental

A The denial plan will cover preventive care benefits at 100%, basic care ai 80% and
major/orthodontia services at 60%. In addition, the annual maximum per person will
be $1,200 per year and the lifetime maximum for orthodontia will be $1,900. The
company will pay the entire cost of your dental plan coverage.

¥  Vision

A You have the option of electing vision coverage for you and your family through

Vision Service Plan. This coverage includes bensfits for giasses and contacts. If you

select this coverage, you wilt pay for it with before-tax dollars.
A Llife Insvrunce/Accidenta] Death & Dismemherment (AD&D)

¥ The company will provide term life insurance and AD&D coverage for you equal fo
1.5 times your annual basic salary. This coverage will be provided af no cost to you.
In addition, you may purchase supplemental ferm life insurance from one to five
times your annual basic salary and dependent term life insurance for your spouse
and/or dependent children, You will also have the opportunity to purchase

additional AD&D coverage for you and your farmily.
A Business Travel Accident Insurunce

N The company provides a business travel accident insurance benefit equal to five

times your basic annual salary ($150.000 minirmmum; $500,000 maximun),
A  Flexible Spending Accounts

A You have access to two flexible spending accounts that allow you to pay for many
cormmon axpenses using unfaxed money deducted from your paycheck: the
health care fiexible spending account and the dependent care flexible spending
account,

N Short-ferm Disability (STD) Coverage

N The short-term disability plan replaces all or part of your incorme if you are disabled
forless than 180 consecutive calendar days. If you have fewer than five years of
service, the plan pays 100% of your daily base pay for the first 30 consecufive
calendar days of a disability and 60% of your daily base pay thereafter, up to a
combined total of 180 calendar days. If you have five or more years of service, the
plan will provide 100% of your daily base pay for up to 180 consecutive calendar

days if you are disabled.
N  Long-term Disahility (LTD} Coverage



3 If you have an approved disability that continues beyond 180 consecutive calendar
days, the Disability Plan provides LTD benefits equal to 60% of your monthly basic
salary,



N  Retireo Medicul Coverage
N Beginning January 1, 2006, you will be eligible for a medical premiurm reimbursement
plan during retirement as long as you are at least age 55 with 10 years of service
when you leave the company. You recelve an dllowance you can apply toward
the purchase of your own healthcare policy - whether it is another employet’s
group health plan, an individual policy, the Peabody Investment Corp. Catastrophic

Medical Plan or Medicare.

The amount of credit you receive Is calculated based upon your years of service as
defined by the plan. The credit will be calculated as follows:

GHEETS seme!
$1,000 x years of service for service prior fo age 50,

Prior o age 50

plus
From age 50-54 $3,000 x years of service from age 50-54, plus
At age 55 and beyond $5,000 x years of service for all service affer 55

The maximum credit under the plan is $65,000.
M Employee Assistance Program
M The company provides you with an Employee Assistance Program (EAP) as part of
your comprehensive beneiits package. The EAP Is designed to supporf you and
covered family members by providing assistance with work/life problems, stress
management, legal or financial problems and family/relationship issues.

The following is a list of the service providers that will be administering the various benefit
plans:

Medical claims will be administered by BlueCross BlueShield of lllinois.
Prescription drug claims will be administered by Prescription Solutions or BlueCross
BlueShield of Hlino’s if you elect Cpficn 1000.

Dental claims will be administered by Delta Dental of Missouri.

Vision claims will be administered by Vision Service Plan (VSP).

Life insurance benefits will be insured by UNUM Provident,

AD&D benefits will be insured by Zurich American Insurance Company.

Disability claims will be managed by VPA, Inc.

Flexible Spending Account (FSA) claims will be managed by Tri-Star Systems.

The Employee Assistance Program is managed by Deaconess CONCERN.

rLeveeee ki



Eligibility and Enroliment

If you are a full-time sclaried employee working in the Midwest region, you are eligible for
coverage. Part-time employess working a regular schedule of 20 or more hours per week
are aiso eligible for benefits, except disability coverage. Temporary employess are notf
eligible,

Dependent Eligibility

You can obtain coverage for your eligible dependents under the medical, dental, vision,
dependsnt term life and optional AD&D plans. Members of your family who are eligible for
coverage include:

A Your spouse.

A Your children s listed below,

M For medical and dental, your child Is covered until the end of the month of their 19th
birthday.
A For vision and dspendent life, your child is covered until their 16t birthday.

N Your children ages 19 to 23 if they are full-fime students at an accredited school, college
or university and depend on you for support (for optional AD&D and dependent term
life, sftudents under age 25 are eligible), You must provide proof of full-fime student
status each semester for your child to remain eligible.

N For medical, vision, and optional AD&D (out not dependent term life insurance or dental
coverage). your disabled child, regardless of age, provided he or she is permanently
incapable of self-support due to a mental or physical disability. The disabllity must have
occurred before age 19 or age 23 if a full-time student.

Your married children are not eligible for coverage under the plans. No one may be
covered under the plans as both an employee and as a dependent, or as a dependent of
more than cne employee.

Paying for Coverage

If you elect coverage, your confrtbutions for medical, vision, optional AD&D coverage and
flexible spending accounts will automatically be deducted in egual insfaliments from each
paycheck on a before tax basis if you are on a semi-monthly payroll and each of the first
four paychecks of the month if you are paid on a weekly basis, This means you will not
have to pay any federal or state taxes on the amount of your salary used to pay for these
plan contributions.

Your costs for supplemental term life insurance and dependent term life insurance will be
paid with after-tax dollars. Deductions for employee term life and dependent ferm life
coverage will be automatically taken out in equal instaliments from each paycheck for
those paid semi-monthly and from the first four paychecks of the month if you are paid
weekly,



Your Medical Benefits

During annual enroliment, you choose the medical coverage you need for your family.
Below are key features of the varlous options. See the following pages for detaiils, inciuding
out-of network coverage.

'| N High deductible plan paired with a company-provided accouni fo
: help pay the deductible.

:frE N Opfion to save money for health expenses during refirement.
A Your share of typlcal network expenses is 20%.

N Prescription drug benefits through Prescription Solutions (no
deductible).

N PPO coverage through BlueCross BluaShisld nefwork.

N $250 annual deductible per person for network expenses and $500
annual family deductible for network expenses.

W Your share of typical network expenses is 20%.

N Prescription drug benefits through Prescription Solutions (no
deductible).

a PPO coverage through BlueCross BlueShield network.

s No cost for coverage (for full-fime employees only).
& $1,000 annual deductible per person for network expenses.
W Your share of typical network expenses is 30%.

A Prescription drug benefits paid through BiueCross BlueShield of llinols
(subject to deductible).

N Same PPO coverage as other Option choices through BlueCross
BlueShield network.

19 N You recaive a §600 cash payment each year ($300 for part-time

= employees).

To locate providers who participate in the BlueCross BlusShield of Hinois network, go o
www . bchbsil.com,

Coverage Caregories

For any of the optton choices, you can select coverage for:

A Yourself only.
N Yourself plus one dependeni.
A Yourself plus two or more dependeants.

To cover a dependent for medical, you must also elect the same coverage option for
yourself.

If You Enroll Yourself and Your Dependents Under Two Plans

If you are thinking about covering yourself and/or your dependents under two plans, be

sure you find out how the two plans will coordinate benefits. Your employer coverage will

always be primary for you as an employes, but your employer coverage may not

necessarily be primary for your children if they are dlso covered under your spouse’s plan.
o)



Before making a decision about coverage, you'll want to find out which plan pays first for
each dependent and how much the secondary plan pays. For more information, consult
the Coordinafion of Benefits section of your medical summary plan description.

Cost for Coverage

The cost for coverage depends on how many dependents you choose to cover under the
plan. The table below shows the 2006 monthly contributions for each dependent coverage
level for full-ime and part-time employees,

The majority of the cost continues to be paid by the company. You will share in any cost
increases or decredses In subsequent years.

, Before-Tax Monthly Contributions for Medicul Plan Opf

Full-Time Employees

$33.04

$66.10

§99.16

Pari-Time Employees

Full-Time Employees

$§99.16

$33.48

$198.34

$66.96

$297.52

§100.44

Part-Time Employees

Full-Tirne Employees

$102.50

$205.00

S0

$307.50

$0

Part-Time Employess

Fult-Time Employees

50 $177.52

§266.44

You recsive a $600 annual cash ;Emen’r at the

beginning of each year.

You must have group hedlth coverage from

anoether source 1o elect this option.

Part-Time Employees

E ¢ ¢ ¥

You recelve a $300 annual cash payment at the

beginning of each year.

You must have group health coverage from

another source 1o elect this option.




How You Receive the Cash Payment

If you elect No Coverage under the medicat ptan, the cash payment will be added in @
lump sum to a paycheck in Jonuary (or as soon as administratively possible). This payment
will be subject to the same taxes as your regular pay. If you are a new hire and elect No
Coverage, you will receive a prorated amount of the cash payment based on when you
enroll. You must show proof of other coverage in order fo be eligible for the cash paymsni,

In addition, the following rules will apply if you leave the company or change your
coverage before the end of the year:

W If you leave the company or retire during the year, you will have to repay a portion of
the cosh payment, based on when your employment ends. The repayment amount will
be deducted from your last paycheck.

N [f you elect No Coverage during the year (because you are decredsing your coverage
due to a qualifying change in family status), you will receive a prorated amount of the
cash payment based on when you slect the No Coverage.

3 If you change your coverage from No Coverage to Consumer Choice Option, Option
250 or Option 1000 (due to a qualifying change in family siatus), you will have to repay
a prorated amount of the cash payment, based on when you upgrade to the higher
coverage ptan.



Comparing Your Options

The table below compares the features of The three medicol options available.

The plc:n pays The plcm puys The plan pays The plon pays The plon pays The plan
Preventive Care 100% up fo $500 60% 100% up to 60% 70% up to pays
per calendar $500 per $500 per 50%
yaar (no calendar year calendar year
deductible) (nc deductible) {(no
_____________________ deductible)
You pay: You pay: You pay: You pay: You pay: You pay:
Primary Deductible $250 yourself $500 yourself $250 per $500 per $1.,000 per $2,000 per
$500 yourself +1 $1.000 yourseif person person person person
$750 yourself + 2 +1 $500 per family $1000 per
$1.500 yourself + farmily
2
The company provides N/A N/A N/A N/A
Employee Choice $750 yourself
Account $1.500 yourself +1
_____________________ $2,250 yourself + 2
You pay: You pay: N/A N/A N/A N/A
Secondary $360 yourself $700 yourself
Deductible $700 yourself +1 $1,400 yourself
$1,050 yourself + 2 +1
$2,100 yourself +
2
Inpatient Hospital, The plan pays The plan pays The plan pays The plan pays | The plan pays The plan
Emergency Room 80% &0% 80% &0% 70% pays
and 50%
Other Medical
| Expenses™ ________
Co-payment $1,100 yourself $2,200 yourself N/A N/A N/A N/A
Maondmum (the $1,380 yourself+1 52,700 yourself+1
most you pay $1.600 yourself+2  $3,200 yourself+2
each year for your
percentage share Excludes primary deductible,
of covered Employee Cheice Account and
charges) seconcdary decuctibie
Out-of-Pocket $1,700 yourseif $3,400 yourssif $1.500 $3,000 $4,500 $9.000
Maximum $2,550 yourself+1  $5,100 yourself+1 per person per persen per person per person
(the most you pay $3.400 yourself+2 56,800 yourself+2 $3.000 $6,000 $9,000 518,000
ouf of your pocket per family per family per family per family
each year for your Includes primary and seconda
deductibles and deductﬁales crl\éd copoymentry
your share of .
_covered expenses)
$1 miflion $1 million $1 milllon
Litetime Maximum indexed annually for inflation indexed annually for inflation Indexed annually for inflation
Benefit (in 2006, limit s $2.3 million) (In 2006, imit s $2.3 million) (in 2006, lirnit is $2.3 millon)

If emergency services meet the requirements of “urgent or emergency care” as defined by the plan, then the
coverad charges are treated s If they were from a network provider, whether you go to a network of non-
network provider, All hospitalization and certain other types of care must be approved under a Medical
Services Advisory program. Benefits may be reduced if you don’t comply.

* If you or a covered dependent live cuiside the network areq, bensfits will be paid af network rates. Your
eligibllity records must be adjusted, however, or ali claims will be processed as out-of-network, Contact the
Benefits Call Cenier atf 1-800-633-9005 or e-mait bensfits@peabodyenergy.com for infermation and forms.

("Out-of-area” does not apply fo prescription drugs.)
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* Inpatient Mental Health and Substance Abuse benefits are limited fo 30 days per lifetime. Outpatient Mental
Hedlth and Substance Abuse benefits are limited to 30 visits per calendar year and do not apply toward the out-
of-pocket maximum.

Prescription Drug Benefits

The table below shows what the various plans pay toward the cost of prescription drugs. If you
choose the Consumer Cholce Option, you cannot use your Employee Choice Account to pay
for prescription drugs. Under both the Consumer Choice Optlon and Option 250, your
copayments do not count foward the annual deductible or the out-of-pocket maximum.

Network [ Network: Netwo work: [+
Paid Through Prescription Paid Through Prescripiion Paid Through Bl
Solutions (no deductitle or Soluticns (ne deductible or BlueShield of llinals (1)
out-of-pocket mendmum out-of-pocket maximurm) (annual deductible and
out-of-pocket maximum
apply)
Retail Generic Drugs 85% (2)(4) 70% (2)(4) 85% 70% 70%
(30-day supply) $10 minimum | $10minimum | $10 minimum | $10 minimum afier deductible
copay copay COpay copay
Retail Preferred 70% (DEND + 60% (DB 85% (3) 70%(3) 70%
Brand-Name Drugs $20 minimum | §20 minimum | $20 minimum | $20 minimum after deductible
@D copay copay copay copay
(30-day supphy) 575 $100 $80 $105
maxinum mMaximum PNaXimum maximum
Refail Non-Preferred | 50% (2(3)(4) | 40% (2@ 70% (3) 60%(3) 70%
Brand-Narns Drugs 540 roinimum | $40 minlmum | $30 minimum | $30 minimum affer deductitie
(30-day supply) copay copay copoy copay
$150 §200 5120 $170
maximum rmaximum maximum maximum
Mail Senvice 85%(4) N/A 85%
PDrr\qzmcncy Generic $10 minimurm $20 minimum N/A N/A
ugs copay copay
{up to a 90-day
supply)
Mall Service 70% (3XD N/A 85% (3)
Phamacy Preferred | $50 minimum $40 minimum NJA NJA
Brand Name Drugs copay copay
(up 1o a 90-day $200 $160
supply) maximum MOXiMmLUm
Mail Senvice 50% (3)(4) N/A 70% (3
Pharmnacy Non- 5100 $60 rinimum N/A N/A
Preferred Brand- minimum copay
Name Drugs copay $240
(up to a 90-day 5400 maxirmum
supphy) Mnaximum

(1) If your prescriptions are filed at a parficipating BlueScript pharmacy, you will Teceive discounts, and the
pharmacy will file your claims for you, Afier you meet your annual deductitle, BlueCross BlueShield of Hlinois will
reimburse 70% of the cost of each prescription for the rest of the calendar year (or 100% after you have met the
annual out-of-packet maximurn). If you use a non-participating provider, you receive the same level of benefits, but

you must file a claim for reimbursement with BlueCross BlueShield of lllinais.

(2) If you receive a mainienance drug from a retail pharmacy after the third refil instead of using the Prescription
Solutions Mait Senvice phamacy. you will pay @ $10 surcharge in addition o your regular copayment share of the

cosf.

3 If you or your doctor requests a brand-name drug when a generic equivalent is available, you will pay the geneiic

copayment plus the difference in cost,

(4) Minimurm and maximum copays will be Indexed for annual Peabaedy prescription drug inflation.
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Consumer Choice Option

You have the option of enrolling in the Consumer Choice Option medical plan. Because
this plan has some unique features, it is described in more detail than the other fwo options
available to you. The Consumer Choice Option is also referred to as a consumer-driven
health plan. This fype of plan Is designed to engage you more fully in all aspects of your
health care. What’s more, the Consumer Choice Option also gives you the opporfunity to
save for health care during retirement.

This option combines a tfraditional medical plan with two special accounts, called the
Employee Choice Account and the Retiree Choice Account. Through the Employee
Choice Account, the company provides you with an annual credit fo support your heaith
care needs as an active employes. A portion of any unused funds from this account can
be rolled over at the end of the year to a Retiree Choice Account to be used toward
health care expenses during your retirement.

To lay the foundation for understanding this approach fo health coverage, begin with these
key points:

W You have the option o “save” or *spend” the company-provided credit in your
Employee Choice Account each year. You “save” by choosing fo use your own money
to pay for expenses that would have been paid from the Employee Choice Account.
(You also can “save” part of the credit and “spend” part.)

N You have the opportunity to accumulaie funds—tax-free—in your Retiree Choice
Account to pay for health care expenses in your retirement, You also pay no faxes on
the credit placed in your Employee Choice Account.

W The Consumer Choice Option supplements the Medical Premium Reimbursement (MPR)
program {explained in a later section), which allows you to eamn a one-time company
credit foward the purchase of your own heaith care policy when you refire.

A The amount of your deductibles, Employee Choice Account and certain plan
maximums vary based on the coverage level you choose (yourself only, yourself plus
one dependent, or yourself plus two or more dependents).

11



Highlights Of The Consumer Choice Option

The diagram below summarizes how the Consumer Cholce Option works:

You mus’r poy ’rhus amoun’r uslng your
own money and compcny credrrs
pefore

I.-u.-..l-l.ln /"-‘-..

Amounis listed are for network services.

12



How the Consumer Choice Option Works

The diagram above summarizes how the Consumer Cholce Opfion works. Followlng the
diagram, each

part of the plan—including the choice you can make fo either “save” or “spend”—Is
described in detdail.

Preventive Care: The Consumer Choice Option pays 100% of the cost of preventive care
senvices (which include well-child care, routine physical exams, and related tests and
screenings), up to $500 per covered person per calendar year, with no deductible, if you
receive them from a BlueCross BlueShield of lllinols network provider. This works the same as
Opition 280,

Primary Deductible: You must pay a primary deductible before your Employee Choice
Account (credited by the company) is available to you. The amount of your primary
deductible depends on how many people you are covering, and whether you are using
network or non-network providers. The primary deductible can be met with a combination
of expenses from any or all family memioers. This is different frorn Option 230, which requires
a separate deductible for sach covered person.

Employee Choice Account: Affer you have met your primary deductible, you gadin access
to your Employee Choice Account. This account gives you the opportunity to choose how
and when the dollars in your account are spent to pay for eligible medical expenses. The
armount of credit the company provides each year varies based on how many dependents
you are covering. The Employee Choice Account gives you the option fo save money for
the future if you do not need or want to use the money now ("save”). You also have the
opftion to pay for medical needs now (“spend”). Here's a brlef summary of how these two
paths—"save” vs. "spend” differ.

if you choose to save all or a portion of If you choose 1o spend your account value,
your Employee Choice Account, the plan | you may use the value of your acceunt to
dllows you 1o roll over the money to the pay claims. If you use the entire amount
following year, up to plan limits. The excess | during the year, you then pay for'your
amount beyond these limits can be additional medical expenses out of your
invested in an interest-bearing Retiree pocket until you have met the secondary
Choice Account to pay for healih deductible (see below). See How fo Spend
expenses during your retirement. See How | later in this section.

fo Save later in this section.

The two paths are described separately above 1o help you understand the difference. But
keep in mind many people may end up spending part of their account and saving the rest,

Secondary Deductible: After you meet your primary deductible and “spend” the money in
your Employee Choice Account (or “save” by choosing to use your own money for medical
expenses that would have been paid from your Employee Choice Account), you are
responsible for paying any additional health care expenses you have unfil you meet the
secondary deductible. it may be helpful to think of the primary deductible, the Employee
Choice Account credit and the secondary deductible as one large deductible.

Traditional Health Coverage: Affer you’ve met the secondary deductible, the plan will
provide coverage for any further expenseas, just like a traditional health plan. The plan will
pay for 80% of the cost of eligible services received from a network provider. You pay the

13



other 20%, up to an annual *copayment maximum.” The annual maximum you pay for
your share of expenses depends on how many people you are covering, and whether you
are using network or non-network providers, The primary deductible, secondary
deductible, and amounis pdid out of the Employee Cholce Account do not count toward
the copayment maximum.

How fo "Save”

If you do not use all the money in your Employee Choice Account in a year, you can roll
over a certain amount of it into your Employee Cholce Account for next year, This rollover
amount will be used to pay for part of your secondary deductible for the following year
(you must pay the primary deductible every year, even if you have an existing balance in
your Employee Cholce Account).

The maximum amount you can roll over from one year’s Employee Cholce Account to the
next is:

N $250if you have “yourself only” coverage,
N 5500 if you have “yourself plus ohe” coverage, or
A $750if you have “yourself plus two or maore” coverage.

Any amounts remaining In your Employee Choice Account that are less than these amounts
will remaln In the account and be applied toward the next year’'s secondary deductible—
they cannot be transfertred to o Retiree Choice Account, described below.

Investing in a Refiree Choice Account

If you carry over the maximum toward next year’s secondary deductible, the remaining
amount in your Employee Choice Account will fransfer to your Retiree Choice Account,
You can use money from your Retiree Choice Account fo reimibburse yourself for medical
expenses you incur during your retirement. Inferest will be credited to your Refiree Choice
Account based on the rate of interest earned by one-year U.S. Treasury bills, (This rate is
subject to change based on business conditions.)

Building Up Your Employee Choice Account

Each year that you elect coverage under the Consumer Choice Cption, the company will
credit the full annual amount fo your Employee Choice Account. In other words, you will
receive a credit of $750 If you have “yourself only” coverage, $1,500 if you have “yourself
plus one” coverage, or $2,250 if you have “yourself plus two or more” coverage.

Keep in mind that the limits on the amount you can roll over each year mean that your
secondary deductible for the following year will never be complefely covered. There will
be a small “gap” before the traditional coverage steps in. The amount of the gap depends
on the coverage level you have chosen: $100 for “yourself only” coverage, $200 if you have
“yourself plus one” coverage, or $300 if you have “yourself plus two or more” coverage.

If you enroll in the Consumer Choice Option and then switch to another option in a future
anrollment period, you will forfeit any money that remains in your Employee Choice
Account. (Buf you will not lose any money that has dlready been transferred to your Retires
Choice Account.)

14



Spending Before-Tax or After-Tax

Iif you are choosing to “save” the money In your company-provided Employee Choice
Account, this means you will be paying the full deductible out of your pocket. This full
deductible includes the primary deductible, the amount of your Employee Choice Account
and the secondary deductible. When you pay “out of pocket” in this manner, you have a
choice to spend before-tax or after-tax dollars:

N Spending before-tax doliars means you can pay for eligible expenses using tax-free money.
To do this, you must elect to contribute to a health care flexible spending account. If
you use a health care flexible spending account along with the Employee Choice
Account, there are several plan rules you'll need to understand. These are explained in
more detall in the section called the The Consumer Choice Option and the Health Care
Flexible Spending Account,

W Spending after-tax dollars simply means using your own cash. This may make sense if you
have the cash flow to cover typical health expenses. In exchange, you have the
opportunity to save the company-provided account for your retirement heclth care
neeads,

Is the Consumer Choice Option Right For You?

Now that you have a new medical plan option, you need to know If this is the right plan for
your personal situation. The following decision free examples may give you some ideas of
how the plan works. This Is just a sample—you should base your declsion on your own
situation.

When you elect the Consumner Choice Option, you choose how to pay for your medical
services.




Consumer Choice Option—How the Money Transfers Year
After Year

if you think you are likely to follow a “save” strategy for your Employee Choice Account, it’s
important to understand how the dollars will flow from year fo year. The diagrams below
show how the transfers can work from Year 1 through Year 3, assuming “yourself only”

coverage.

...then $250 - —
automatically | The remaining 5500
transfers fo the ~ Quiomatically
secondary fransfers fo your
deductible in Retire Choice
Account in Year 2,

..then §750
automatical
ly fransfers
to your
Refiroe The company credit of $250 wil
Cholce first be applied to your
Accountin. - secondary deductible and then |
you are responsiple for the

The company credit of $250

* Includes 4% interest. wifl first be applied io your
secondary deductible and
then you are responsible for
the remdaining $100.

<)



How to "Spend”

It you want to use your company-provided Employee Choice Account to pay for current
medical expenses, you'll be following the “spend” option.,

Once you meet your annual primary deductible, you can use money from your Employee
Cholce Account to pay for eligible medical expenses covered under the medical plan. If
you use the entire amount in your Employee Choice Account during the year, you then pay
for your additional medical expenses by meeting a secondary deductible. Affer thaf,
traditional health coverage steps in, and you pay only your copayment (20% of charges for
network services) until you reach your annual copayment maxirmum.

Under this scenario, you may use al of your annual Employee Choice Account credif.
When you enroll agaln for 2007, you will receive another credit to replenish your account.
But you could also have some money leftover, If so, you may still “save” a portion for the
next year as described under “How fo Save” on the previous page. With the Employee
Choice Account each year, keep in mind you can only rolf over or “save” up to $250 if you
have “yourself only” coverage, up to $500 if you have “yourself plus one” coverage, or up
to §750 if you have “yourself plus two or more” coverage. Any amounts in excess of these
limnits will autornatically be transferred to a Rediree Choice Account to reimburse yourself for
medical expenses during retirement.
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Consumer Choice Option vs. Opfion 250:
How The Approaches Compare

We understand that there’s a lot to learn about the Consumer Cholce Option. So it may be
helpful fo compare it with Option 250 to see how the two plans differ in their fundamental

' opprocuch.

~| The company provides a fixed crﬁoun’r eqach year,
1 which you can choose to spend or save. This focuses

attention on the full cost of health care coverage. It

| encourages you o seek preventive care and play an
- active role In managing your spending and/or
w0 sovings.

After you meet an annual deductible, you

pay a share of the cost. This focuses more
on the portion of the expense you must
pay. This plan also encourages you 1o seek
preveniive care.

This option lets you freat plan benefits ke they are
your own moeney. Unused amounits in your Employee
Choice Account (ECA) can be rolled over io the next
year’s plan, up to certain limits. Beyond these limits,

1 the extra amount can be shifted to a Retiree Choice

Account for use during retirement. In combination
with the Medical Premium Relmibursement Program,
your savings can help provide hedith security during
refirement,

Many people regret paying for “insurance”
they never use. With traditional coverage,
if you do not use the plan, you recelve no
benefit—you cannot bulld up cash vaiue
over fime.

In combination with the Medical Premium

| Reimbursement program, your savings can help

provide more healih security during retirement. You

| can use up to §5,000 per calendar year to pay for
/| deductibles and co-paymenis. You can also use it to

purchase an individual health insurance policy.

You still have access to the Medical
Premium Reimbursement program, but that
only covers purchase of a policy, not out-
of-pocket expenses for health care.

| Although the plan has a high deductible before
|| fraditional health coverage steps in, you have a

company-provided ECA o cover a portion of that
deductible (if you choose o spend it). The

1 deductible can be met with a combination of
1 expenses from any or dll family members.

The annual deductible is more modest, but
it is completely your responsibility. Whai’s
more, each covered person meets an
individual deductible up to a maximum of
5500 for a family before the plan pays a
percentage of covered charges.

“Gapoy

* (Your percentuys™
-'share of covered -

| 1f you spend your ECA for curreni health expenses,

| you will have 100% coverage for eligible charges

| while you are spending your ECA credit. Affer your

- credit is used up and you have met the secondary

1 deduciible, the plan pays a percentage of covered
‘| charges, the same as Option 250.

Until you reach your out-of-pocket
maximum, Option 250 will never pay 100%
of any expense (except preventive care).
You will always have to pay a portion of
the covered charge.

}: Traditional health coverage begins after you meet
| the full deductible (orimary + ECA + secondary

deductible). After the deductible, both plans pay

| 80% of covered network expenses while you pay 20%.
1 Your 20% share is capped aof a cerfain level,
=] depending on how many people you are covering.

This copayrment maximum can be met with a

| combination of expenses from any or all family

members. Both plans protect you from runaway

‘| health costs with an annual out-of-pocket maximum.

Option 260 coverage begins dfter you
meet an annual deductible per person.
After the deductible, both plans pay 80%
of covered network expeanses while you
pay 20%. Both plans protect you from
runaway health costs with an annual out-
of-pocket maxinmum.

i| If you choose fo “save” your ECA and later have a
|| large health care expense, such as for the birth of a

baby or because of a sefious accident, you may
have o pay the full deductible (primary + ECA +
secondary deductible) all at once before the
fraditional coverage steps in. However, if

Under Option 250, if you have a large
health care expense, such as for the birth
of a baby or because of a serious
accident, you will also have to pay the full
deductible for each person (up to a $500
family maximum) before the fraditiondl
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2 unexpected expenses arise, you always have the coverage steps in for that person.

1 option of changing your mind and spending your However, the smaller deductible required
‘| ECA Instead of saving It. When you are spending may make it ecsler fo manage for your

i| your ECA, you have 100% coverage for eligible family’s budgst.

i charges covered by your ECA credit.

Prescription Drug Benefits

When you choose coverage under the Consumer Choice Option, prescription drugs are
covered—-but they are treated a little differently than other eligible health care expenses.
Prescriptions are covered in the same way as under Opfion 250 although the copayments
differ. For covered drugs, the plan pays a certaln percentage, and you pay a cerfdin
percentage--subject to a minimum and maximum copayment. You do not pay a
deductible for prescription drugs.

Your prescription drug benefits are administered by Prescription Solutions. Here is a brief
sumrnary of how your prescripfion plan is administered.

N GENERIC REQUIREMENT: The plan requires the use of generic drugs whenever a generic
form is available. This means if your doctor or you select a brand-name drug when a
generic is available, you will pay the generic copayment plus the difference in cost,

9 PREFERRED DRUG LIST: Drugs on the plan’s preferred drug list are preferred by the plan
generally due to their effectiveness and/or cost. When a generic drug is not available,
you are encouraged to choose a brand-name drug from this list. Brand-name drugs not
on this list are considered less cost effective and will require a higher "non-preferred” co-
payment. If you or your doctor chooses o brand-name drug fhat’s not on the plan’s
preferred drug list (“non-preferred”), you will pay a higher copayment.

N PRIOR AUTHORIZATION AND STEP THERAPY: The program requires prior authorizafion for
certain medications. If you are prescribed one of these medications, Prescription
Solutions will verify your medical condifion with your doctor to ensure that the
medication is appropriate.

In some cases, you may be required to follow a “step therapy program.” This approach may
require you to try more traditional and proven medications first, before trying the newest,
more costly medications. Or, continued medications beyond a certain period may reguire
review and approvadl by the plan.

You cannot use the Ermployee Cholce Account to pay for prescripfions, and the amounts
you pay for prescription drugs do not count foward your primary or secondary deductible,
or toward the copayment maximum.

Eligible Expenses for the Employee Choice Account

Under the Consumer Choice Option, you can use the Employee Choice Account to pay for
the same expenses that are covered under Option 250, except for prescription drugs as
explained above. Eligible expenses include:

A Physician office visits.
3 Emergency room visits,
W Inpatient care and surgery.

In addition to the exclusion for prescription drugs, you cannot use the Employee Choice
Account to pay for expenses that are not covered under the medical plan, such as
cosmetic surgety.
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You cannot use the Employee Choice Account to refmburse yourself for your ptimary
deductible.
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The Consumer Choice Option and the Health Care Flexible
Spending Account

The health care flexible spending account lets you pay yourself back with tox-free money
for many out-of-pocket health care expenses. To receive reimbursement, you must submif
a claim to Tri-Star Benefit Systems, inc. (Trl-Stan). In some ways, the health care flexible
spending account may seem similar to the Employee Choice Account: both provide
money to reimburse you for eligible heatth care expenses during the year. But there are
some important differences.

a The money in your Employee Cholce Account comes from the company. The money in
the health care flexible spending account (f you choose to use it) is provided by you,
through before-tax payroll deductions from your pay.

W |f you don’t spend all the money in your health care flexible spending account on
eligible expenses you have incurred during the year, under IRS rules you must forfelt any
armounts that are leftover. 1If you have money lefi in the Employee Choice Account, on
the other hand, you can roll it over Into an Employee Choice Account for the next year,
up to the plan limits—and any amounts over those limits can be transferred info your
Retiree Choice Account.

You can choose o use both the Consurner Cholce Option’s Employee Choice Account
and the healih care flexible spending account, if you wish, However, you should be aware
of some rules that apply if you use them together.

N If you elect the Consurer Cholice Option and you contribute to the health care flexible
spending account (HCFSA), you must first use the money in your HCFSA to pay eligible
claims before you can use the Employee Choice Account. This Is because the HCFSA
money will be lost if not used by the end of the year (due o IRS rules), while the
Employee Choice Account credit can be rolled over to the next year.

N However, you can use the HCFSA to pay for many expenses that are not eligible fo be
paid using the Employee Choice Account. These include:

N Prescription drugs (the portion of the cost not paid by your prescriptton drug
coverage).

3 Dental care not paid for by your dental coverage, such as your percentage share
of expenses.

8 Vislon care not paid for by your vision coverage, such as Lasik surgery.

M Over-the-counter medications used to treat an injury or iliness, such as allergy
medicines, cough and cold medicines, and pain relievers. (Over-the-counter
medications used to promote general good health such as nutritional supplements and
vitamins, or cosmetic treatments such as feeth whiteners, are not eligible.)

N In addition, you can use the HCFSA to reimburse yourself for all or any portion of your full
Consumer Choice Option deductible (erimary deductible + Employee Choice Account
+ secondary deductible).

Timing Your Claims if You Participate in the HCFSA

With the Consumer Choice Option, you are always in control of the timing and sequence of
claims submission or reimburserent by Trl-Star. If you want fo use the health care flexible
spending account to pay for expenses that are not eligible under the Consumer Choice
plan—such as Lasik surgery or over-the-counter medications—you will have fo plan
carefully. To ensure that you can pay for these expenses with before-tax dollars, you must
submit these specific claims (which are not eligible under the medical plan) for
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reimbursement prior to submitting the claims that are eligible for reimbursement from the
Employee Choice Account.

For example, let’s assume that an employee elects coverage under the Consumer Choice
Option. She also sets aside money In her health care flexible spending account fo pay for
the portion of her children’s orthodontia expenses that aren’t covered by the dental plan,
Then she has an unexpected medical expense for a leg injury before the crfhodontia
expense Is Incurred. In this case, her medical expense would be paid out of the hedith care
flexible spending account first. To avoid this and save her flexible spending account money
for its original intended purpose, she would need to delay filing her claim for the leg injury
until affer she had submitted the claim for uncovered orthodontia expenses.

Filing a Claim for the Employee Choice Account

If you are choosing to “spend” your Employee Choice Account, here’s how to recsive
reimbursement:

N You or your heatth care provider must first submit a claim fo BlueCross BlueShield of
llinols and aliow it to process the claim. You are generally not required to pay the
charge until BlueCross has issued an Explanation of Benefits (EOB) form telling you how
much of the claim is your responsibility.

W Tofile a claim for refmbursement from your Employee Choice Account, you must
provide ihe EOB form from BlueCross showing it has processed an eligible claim. Undll
you have met your full Consumer Choice Option deductible (primary deductible +
Employee Cholce Account + secondary deductible) each year, your EOB’s will show
that the full amount of your claim is “patient responsibility.”

W If you have already met the primary deductible, complete an Employee Choice
Account claim form and submit it to Tri-Star. The claim form is available through the Tri-
Star Web site af www iri-starsystems.com.

N Submit both the EOB and the Employee Choice Account claim form to Tri-Star af the
address or fax number on the claim form.

N Once your claim has been approved, Tri-Star will mail a relmbursernent check to your
home. This process usually takes approximately one wesk, For your convenience, you
may request direct deposit of your reimbursement by logging on to www.fri-
starsystems.com.

All claims for the Employee Choice Account incurred In a given calendar year must be
submitted no later than December 31 of the following calendar yecir.

Remember that if you are using the health care flexible spending account, you must use up
fhe money in that account before using the Employee Choice Account.




Retiree Choice Account

If you enroll in the Consumer Choice Option for medical coverage, you also have access fo
a tool 1o help you save for future medical expenses affer you retire—the Retiree Choice
Account. It can be used in addition to the MPR program.

Who Is Eligible for the Retiree Choice Account

if you are an employee enrolled In the Consumer Choice Option, you are gligible for the
Retires Choice Account. You do not have fo be a cerfain age for money o be puf into
the account for your retirement.

However, If you leave the company before age 58, you must wait until you are at least age
55 before you can take money out of the Retfiree Choice Account. You must also have at
least five years of service when you leave the company to receive the full amount of your
account. If you have less than one year of service when you leave the company, you will
forfeit any money you have in your Retfiree Choice Account. This Is explained more fully
under if You Leave The Company Before Age 55.

How the Retiree Choice Account Works

As explained in the Consumer Choice Opfion section, if you are enrolled In the Consumer
Choice Option for medical coverage, that option includes a company-provided Employee
Choice Account you can use to pay for eligible expenses. If you don’t use the enfire
amount in your Employee Cholce Account by the end of the year, you can roll what
remnains—up to certain limits—into your Employee Cholce Account for the following year.

To recap, the maximum amount you can roll over from one year to the nexi in the
Employee Choice Account is $250 if you have “yourself only” coverage, $500 if you have
*yourself plus one” coverage, or $780 if you have “yourself plus fwo or more” coverage.

Hera’s where the Retires Choice Account comes in: If you exceed any of these limits, then
the excess amount is transferred into your Retiree Choice Account. Over a period of
several years, you could have ihe opportunity fo build up a bakance in your account.

Earning Interest on Your Retfiree Choice Account

Amounts you fransfer info your Retiree Choice Account will eam interest, The rafe of Interest
your account earns will equal that pald on current one-year U.S. Treasury bills. The interest
will be calculated on the year-end balance that is rolled over to the Retiree Choice
Account and will be automatically reinvested in your account tax-free. The rate of inferest
is subject o change based on business conditions and is not guaranteed.

Eligible Expenses for the Retiree Choice Account

Like the MPR program, you can use the Retfiree Choice Account to purchase your own
health care policy when you retire. This can be another employer’s group hedilth plan, an
individual policy, or the Peabody Investments Corp. Catasfrophic Medical Plan or
Medicare.

Unlike the MPR program, after you retire you can also use up to $5,000 per year from your
Retiree Choice Account to pay for the deductibles, copayment or copayments of the
heaith care plan that you purchase.,
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You can begin taking money out of the Retiree Choice Account after you are age 55 and
are no longer an active employee. You may not fake money out of the account untll you
meet both these requirements.

If You Leave The Company Before Age 55

If you leave the company and have less than one year of service, you will forfeit any money
in your Retiree Choice Account. (Remember that all the money in your account originally
was coniributed by the company.)

If you leave the company with at least five years of service, you will be entitled 1o the fulf
amountin your Retiree Choice Account when you reach age 55. If you leave the
company with one to four years of service with the company, you are enfitled to a
percentage of the monay from your Retiree Choice Account when you reach age 55, as
summarized in the table below:

1 vear 20%

2 years A0%

3 vedrs 60 %

4 years 80%

5 or more years 100%

Additional Details of the Employee Choice Account and
Retiree Choice Accounf

We are providing the following details about the Employee Choice Account so this
enrollment guide can serve as a summary of material modification (SMM) for the Consumer
Choice Option.

Type of uccount: The Employee Choice Account and Retiree Choice Account are technically
known os health reimbursement arrangements (HRAs). Money in an HRA can be used to
reimburse the sligible medical expenses of you and any other family members you have
covered, in any combination.

The Employee Cholce Account and the Retiree Cholce Account represent an “unfunded”
plan as defined by federal law. This means the money will be paid out of the company’s
general assets and has not been placed in a trust or special account. Money in the
Employee Choice Account does not eam interest, unless it is fransferred fo the Retiree
Cholce Account.

The money in your Retiree Choice Account is used to purchase a health care policy affer
you refire. You can also use the account (up o $56,000 per year) to pay the deductibles,
copayment or copayments of the health care plan that you purchase. Money in this
account eamns interest based on the rate of inferest earned by one-year U.S. Treasury bills.

Transfers to the Retiree Choice Account: Amounts over the maximum balance dllowed in the
Employee Choice Account will be transferred to the Retiree Choice Account on January 1
of the following calendar year.

Time limit for filing claims: Claims for a given year can be reimbursed up to December 31 of the
following calendar year. Claims will not be reimbursed affer that limit. If part of your
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Employee Choice Account Is transferred to your Retiree Choice Account before December
31 of the current year (for example, as a result of a change in your famlly status), or if any of
your Employee Choice Account is forfeifed before December 31 of the current year, you
have 12 months from the date of that event to make a reimbursement claim against the
amount being transferred or forfeited.

If you choose a different medical option during the next annual enrollment period: Any arnount left unspent
in your Employee Choice Account (after eligible transfers to your Retiree Choice Account)
will be forfeited, although you will have until December 31 of the following year fo submit
claims against the amount to be forfeited. (Whatever amount you have fransferred fo your
Retiree Choice Account stays there, subject to the plan’s eligibility rules.)

If you are hired (or become eligible for coverage) hetween annual enrollment periods: When you first enroll in
the plan, you receive the entire annual credit that the company normally puts in the
Employee Choice Account for the year. At the end of the year, the amount you can roll
over into your secondary deductible for the next year (or info your Retiree Cholce Account)
is reduced based on when you enrolled In the plan. If you joined in the first quarter of fhe
year, your remaining account balance is reduced by 25%; in the second quarter, 50%; in
the third quarter, 75%. If you join in the fourith quarter, you will not be able to roll money info
your Employee Choice Account for the following year.

If the number of people you cover under the plan changes before the next annual enrollment period: If the
change is because a dependent is no longer eligible, the annual credit from the company,
and the limits on the amount you can roll over or buitd up in your Employee Choice
Account, will be reduced and will be effective immediately. If the amount you have in your
Employee Choice Account exceeds the limits, the excess will be transferred to your Retiree
Choice Account. If the change Is because you are adding a dependent(s), your coverage
level will Increase, as appropriate, on the date of the change and an additional amount
will be credited to your Employee Choice Account,

1f you switch from another medical coverage option fo the Consumer Choice Option before the next enrollment period
hecouse of a qualifying change in family stutus: The same rules apply as if you were newly hired or
newly eligible for the plan, as described above.

If you switch from the Consumer Choice Option to another medical coverage option before the next enrollment periad
because of a qualifying chunge in family status: The same rules apply as if you terminated
employment with the company (described below).

If your employment with the company is terminated {for any reason): [f you choose to continue coverage
under the provisions of the law known as COBRA, ihe plan continues as usual. Affer COBRA
coverage ends, or if you don‘t elect COBRA contfinuation, any remaining balance in your
Employee Choice Account is forfeited (except for refmbursements you receive for claims
filed before the end of the filing time limit). If you have a balance in the Retiree Choice
Account, your right to money in that account is subject to the Retiree Cholce Account’s
rules based on years of service.

If your covered dependent elects individual coverage under COBRA: The dependent is then treafed the
same as a new hire,

If you become divorced: Unless there is a court order, divorce decree or other legal instruction
stating otherwise, you as the employee have all rights o your Employee Choice Account
and/or Retiree Choice Account balances. If there is a change in the number of people
you cover, change in family status rules will apply.

If you die while an active employee: |f your surviving covered dependenis choose to continue
coverage under COBRA, the plan continues as usual. After COBRA coverage ends, or if
your dependents don’t elect COBRA continuation, any remaining balance in your
Employee Choice Account is fransferred to your Retiree Choice Account. Your surviving
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dependents may use your Retfiree Cholce Account immediately, subject to the ceccount’s
rules based on your years of service,

If you take u leave thut is covered under the Family und Medical Leave Aet: YOU continue 10 parficipate in
the plan as if you were actively at work,

When you retire: When you retire, the remaining amount in your Employee Cholce Account
tfransfers to your Refiree Choice Account. Your Retfires Choice Account becomes available
to you, subject to that account’s rules based on years of service, The Retiree Choice
Account is completely separate from the Medical Premium Reimbursement program
(which requires you to be at least age 55 and have 10 years of service).

1f you die after you retire: The Refiree Choice Account is immediately available for use by your
surviving dependents for eligible expenses, subject to the account’s rules based on your
years of service . If you have no dependents, the Retiree Choice Account is forfeited after
all claims have been received within the time limits for filing them.

If you become disabled and receive henefits from the short-tarm disability plan: You continue to participate
in the plan as if you were actively ai work,

If you hecome disabled and receive henefiis from the long-term disability plun: You will no longer be eligible
for the Consumer Choice Option and you will need to make a new medical election. Your
entire Employse Choice Account will roll over into a Retiree Choice Account.

Hardship withdrawal: No withdrawals from the Retiree Choice Account prior 1o age 55 are
permitted.

Making the Right Choice: Your Online Resource: eValuator™

To help you choose the best medical option for your sifuation, you can use eValuator™, an
easy-to-use, inferactive Web-based modeling tool that helps you make informed healfh
care declsions. eValuator™ is a multi-faceted decision-support tool designed to help you
understand your health care costs and assess the financial impact of your heclth care
decisions and actions.

Not sure which medical option is right for your personal health care sttuation and budget?
eValuafor™ is designed to help you determine the best medical plan option for you and
your family based on your individual circumstances. Log on af www.hr-smart.com/Peabody.

Specifically, eValuator™ Enables You Jo:

N Compare your expected {and unexpected medical emergency) out-of-pocket costs
and payroll contributions under each available healih plan.

N Compare the cost of having family members covered under your spouse’s health plan
versus your plan.

8 Estimate how much to contribute to your health care flexible spending account and
see the potentidl tax advaniages.

Note: eValuator™ provides a cost estimate based on natlonal averages and Is not
intended to provide an exact amount. If you plan to contribute money to your heaith care
flexible spending account, consider your contribution amount carefully. As a reminder,
federal law requires that you use all of the money in your health care flexible spending
account or you lose the remaining funds.
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Keeping It All Straight

The benefits program now includes a nurmber of “accounts” and programs that you can

use to pay various expenses. To help you keep them dll straight, the table below compares
and contrasts the Employee choice Account, flexible spending accounts, Medical Premium
Reimbursement program and Retiree Cholce Account.

The table shows only key highlights of each of these accounts, Each has important rules
and limits that you need to understand. The detuils are expiained elsewhere in this guide.

Employee Choice ]
Accouni (ECA)

= L s e

A Annual credit provided by
the company.

A Portion of the credif can ba
rolled to next year's ECA
and be applied to your
secondary deduciitle
the following year.

N Part of the Consumer Cheice
Qption.

A Avallable to you after you pay
the primary deductible.

3 To spend the credit for health
care, you file a claim for
relmburserment to TriStar.

A You have fo use up your HCFSA

if applicable (see below)

before you can use the ECA.

A You can “spand” for current health
care needs.

M You can “save” for health care
during retirement.

A You pay no faxes on the value you
recelve from these accounts.

Retiree Choice Account
{RCA)

A Excess savings from the ECA
rofl over Into this account.

A Excess savings accumulate
here, tax-free, to cover
premiums for health care
coverge.

Al You can also use your RCA for
deductibles, copayment or
copayments during
retirement, limited to $5.000a
year.

N works well with the MPR program,
which helps cover premlum costs
for the purchase of a personal
health care policy.

Medical Fremium
Reimbursement Program
{MPR)

M A one-time credit provided
by the company.

M Based on your age and years of
senvice, you eqin a one-time
credit to help pay premiums
ossociated with a private
hedilth insurance policy.

M You cannot use this plan to pay
out-of-pocket healih
expenses, such as
deductibles, your share of
coveted charges or charges
not covered by insurance.

M You can use this benefit in
comblnation with the new RCA
account.

M You can Increase your MPR benefit
ihe longer you work of the
cCOmpany.

A You can use the money towards
the purchase of anoiher
employer’s group plan, a private
health policy, COBRA coverage,
the Peabody Catastrophlic
Medical Plan ot Medicare.

Healih Care Flexible

N You fund this account with

S You may defer up fo $5.000 a

3 You save money in faxes.

Spending Account before-tax doliars yedar. A You can use this account for items
(HCFSA) deducted from your pay. | 8 Use the money fo pay yourseif not covered by healih insurance,
back for heaith care Including over-the-counter
expenses not paid by medicines.
insurance (including 8 If you wish to “save” all of your ECA
deductibles). for retirernent, you can use the
N You flie a clakm for HCFSA instead.
reimbursernent to TriSiar. N This account must be used first
A You must uge the money each before clalming reimbursemnent
year orfose it (IRS nile). from your ECA.
Dependent Care A You fund this account wilh | ¥ You may defer up to $5,000 a A You save money In taxes.
Flexible Spending beafore-iox dollars year (or $2.500if you're N You cannot use the account for
Account (DCFSA) deducted from your pay. married filing separate faxes). dependent health care

N Use the money to pay for
dependent care for children
under 13 or dependent
adufis.

A You file a claim for
relmbuwsement to Tri-Star.

N You must use the money each
year or kose it (IRS rule).

expenses.
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Changing Your Medical Coverage

The cholces you make during the annual enroliment period are effective January 1, 2006,
and are binding throughout the calendar year, Except in certain cases, you will not be
able to enroll, cancel or change your options or your dependent coverage choices unil
the next annual enroliment petiod, The options available to you depend on your situation,
as shown In the summary below,

‘ You elect Consumer Cholce Option, Optlon 260 You can deciease or drép coverage at any

or Option 1000. annual enrolliment period. If you drop coverage,
vou must show proof of other coverage.
You elect No Coverage. You can drop coverage, or enroll in Option 1000,

during any annual snroliment perlod. If you drop
coverage, you must show proof of other

coverdage.

You obiain coverage under another plan due fo | You can drop or decrease your company
marrlage or a change in your spouse’s job, or coverage within 31 days of the date your other
because your spouse’s employer offers annual coverage sfarts. If you drop coverage, you rust
enroliment at a different time of year than ours. show proof of other coverage.

You gain a new dependsnt through marriage, You can change from No Coverage fo any

birth or adopftion. medical option, or add the new dependen; to

your current company coverage, within 31 days
of the qualifying event.

You have coverage from another source and You can entoll for any company medical option
lose it during the plan year for ceriain reasons. within 31 days of the loss of coverage.

More details about the rules that apply to changing your coverage appear below and on
the following page.

During the Annual Enrollment Period

W If you decline coverage now for you and/or your dependents, you may enroll during
the next annual enrcliment period, but your choice of plans will be limited to Option
1000. You may also enroll If you have change in family status as listed below.

Special Situations (Changes in Family Status)

8 If you have a change in staius as a result of marriage, birth, adoption or placement for
adoption, you may add ihe new dependent o your current coverage option. Or, if
you previously elected No Coverage, you may enroll yourself, your spouse and any new
dependent child in any one of the Option choices. Provided you enroll within 31 days
of the event, coverage will begin on the date the person becomes your dependsnt.

N You may cancsl coverage or drop a dependent if you need to because of a divorce,
death, or because a dependent is no longer eligible. You must complete a new
enroliment form within 31 days of the event.

N If you become covered under another medical plan due to marriage or a change in
your spouse’s employment, or because your spouse’s employer offers annuadl
enrollment at a different fime of year than our company, you may cancel coverage or
decrease 1o a lower option if you complete a new enroliment form within 31 days.

A You may decide not fo elect medical benefits under a company plan or select a lower
plan option because you and/or your dependents have other coverage, such as
through your spouse’s employer. In this situation, you may enroll in any avaiiable option
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and/or add dependents to your coverage or upgrade your coverage one level if the
other coverage ends because you or your dependent is no longer eligible for such
other coverage, an employer makes d significant change to the cost or benefits of the
other coverage; or the other coverage ends because It was provided under a COBRA
continuation provision and the right to coverage has been exhausted. You must
complete a new enroliment form within 31 days after the other coverage ends. You
may be required to provide evidence of loss of coverage. You may be reguired to
provide evidence of loss of coverdge.

Pre-Existing Condlifions Limitation

As a reminder, certain limits will apply to pre-existing conditions when you or your
dependents are first enrolled for medical coverage or you change from No Coverage to
one of the Option choices in the future.

W A pre-existing condition is any physical or mental condition for which medical advice,
diagnosis, care or freatment (including prescription drugs) was recommended or
recelved within the six-month period ending on the individual’s enroliment dafe. For this
purpose, the term “enroliment date” means, for an employee who enrolls when first
eligible, the first day of employment as an eligible employee:; in alt other cases,
enrollment date is the date coverage begins.

3 Charges related to a pre-existing condition are not covered during the 12-month period
starting on the individual’s enrollment date, as defined In the previous paragraph.

A The 12-month perlod will be reduced by the lengih of time an individua! had
“creditable coverage” under a previous plan.

A The limit for pre-existing conditions will not apply to pregnancy. It also does not apply to
a child enrolled within 31 days of birth or placement for adoption, in most cases.

Coverage for Disabled Employees

Disabled employees will remcin eligible for group healih coverage for a maximum period of
36 months as described below:

A If you are recelving short-term disakility (STD) benefits, you will remain eligible for
medical coverage up to a maximum pericd of 180 days (6 months). Contributions will
continue to be deducted on a pay period basis.

N If you are receiving long-term disabllity (LTD) benefits, you may elect to continue your
medical coverage for a maximum petiod of 30 months, provided you pay the required
conttibutions.

N Coverage will end prior to the 36-month maximum if you are no longer receiving LTD
benefifs.

N COBRA will not be available at the end of the 36-month period.

Personal Health Resource Program

The Persondl Health Resource is available to help individuals with chronic conditions better
manage thelr heailth. The current programs that are available to sligible members include
the following: diabetes, coronary artery disease, heart fallure, chrenic obstructive
pulmonary disease and oncology.

The Personal Health Resource program s provided by CorSolutions, our partner in helping
you improve your health, Because Peabody believes in the health of its employees and
their dependents, Peabody is offering this confidential program at no cost.
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The primary goal of the Personal Health Resource is to improve the overall health of those
who have besen diagnosed with chronic conditfons along with providing assistance in
managing the condition. Selected participants will have access to Nurse Connecilonss™,
the 24-hour toll-free support fine, which will aliow one-on-one contact with an experenced,
registered nurse for questions regarding your condition, symptoms, medications, or ofther
health information. Participanits can diso conveniently access additiond] educational
information at the CarSolutions web site, http://www.ecorsolutions.com/pjm/peabody.aspX.
In addition, complimentary educational materials will be mailed pericdically.

Important Information About Medical Coverage for
Reconstructive Surgery Following Masfectomies

Under federal law, group health plans that provide medical and surgical benefits for
mastectomies must also provide coverage for the following services, which are fo be
provided In a manner determined in consultation with the affending physician and the
patient:

W Reconstruction of the breast on which the mastectomy has been performed.

N Surgery and reconstruction of the other breast fo produce a symmetrical appearance.

N Prostheses and physical complications in dll stages of the mastectomy, including
lymphedemas.

As with other covered services, the usual deductibles, co-payments or percentage share of
expense you dre required to pay will apply.
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Your Dental Plan Benefits

During annual enrollment, you choose the dental coverage you need for your family. You
may select the company dental plan, or you may choose no coverage. Your dental
coverage choice is completely separate from your medical election.

Coverage Cafegories

You can select coverage for:

N Yourself only.
W Yourseif plus one dependent,
N Yourself plus two or more dependents.

To cover a dependent for dental, you must also elect coverage for yourself.

Dental Plan Summary

Annual Deductible 80 525 individual /$50 family/year

Amount the plan 100%* 85%* 60%* 50%

pays

Maxirnum $1,500 annual comibined per person per 51,500 lifetime
calendar year

* Coverage limited to allowable fees charged by the mdjorify of Delta Dental parficipating
deniists.

Delta Dental Participating Dentists

Your dental benefifs are administered by Delta Dental, which has unigue “pariicipating
agreements” with the majority of dentists in areas where our employees live. These
agreements mean that the participating dentist’s fee has been accepted in advance by
Delta Dental. All you have to do is present your membership card. Participating dentists will
then file your claim for you and Delta Dental will pay them directly. You will have o pay
only your deductible and your co-payment percentage for covered services,

Non-Parficipating Denfists

If you go to a non-pariicipating dentist, you will still receive benefits, but payment will be
based on the fee that the majority of participating dentists would charge for the same
service. Thisis called the “allowable charge.” For services from a non-parficipating dentist,
you will pay the difference between the dentist’s fee and the allowable charge, in addition
to your deductible and a percentage of the allowable charge.

Also, you are responsible for paying the non-participating dentist and filing your own claim.
The address for dental claim filing is on your Delta Dental ID card. Benefits will be paid
directly to you and may not be assighed to the denilst.
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To find out how your dentist can join the network, call 1-800-392-1167 or go o
www, deltadental. com.

Changing Your Dental Coverage

The choices you make during the annual enroliment pericd are effective January 1, 2006,
and are binding throughout the calendar year, Except in certain cases, you will not be
able to enroll, cancel or change your dependent coverage cholces unfil the next annual
enrollment period.

The following rules apply to changing your coverage:

W If you gain a new dependent through marriage, birth, adoption or placement for
adoption, you may add the new dependent as long as you do so within 31 days of the
date the person becomes your dependent. If you enroll during this 31-day period,
coverage will begin on the day you gain the new dependent,

W You may cancel coverage or drop a dependent if you need to because of a divorce,
death, or because a dependent is no longer eligible. You must complete a new
enroliment form within 31 days of the event.

N If you decide not to enroll in the plan because you and/or your dependents have
coverage under your spouse’s plan, and then you lose that coverage as the result of a
divorce, death or a change in your spouse’s emnployment, you may enroll in the plan at
that time. To do so, you must complete an enroliment form within 31 days of the daie
the other coverage ends.

In these situations, there will be no special restrictions on your dental coverage. However,
the plan will not cover treatment already in progress on the date your coverage begins.
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Your Vision Plan

During annual enroliment, you choose the vision coverage you need for your family. You
may select vision coverage, or you may choose no coverage. Vision coverage is offered
through Vision Service Plan (VSP).

For vision, you can select coverage for:

A Yourself only,
M Yourself plus one dependent,
A Yourself plus two or mors dependents,

To cover a dependent for vision benefits, you must also elect that coverage for yourself.

Vision Cdre Benefi

Eye examinatfion

Eyegldass lenses, one pdi

Single-vision $312
Bifocal 100%:2 $512
Trifocal 5642
Fra mes $120 $45 ?ﬁg‘;ﬁl
Elective contact
lenses, one pair Up to $105 Up to $105
(instead of
eyeglasses)

(DYou pay a $10 co-payment

(@)You pay a S15 co-payment
Network Benefits: Lens options (tints, scratch resistance coating, etc.) are available
to you at VSP's member prefetred pricing. !f you choose a frame valued af more
thain your allowance, you will save 20% on the out-of-pocket costs for your frames.

The following table outlines your cost for vision coverage. The company does not
contribute toward the cost of the optional vision care coverage.

Before-tax Monthly Contribu

©

epende
Employee Cost $6.62 59.64 §17.22

Network Care

When glasses or contacts are prescribed by VSP providers, VSP guarantees the quality of
the materials, including fittings and adjustments, to ensure the highest level of care and
comfort for you and your family.
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When you need vislon care, dll you have to do is call a V5P participating doctor for an
appointment and identify yourself as a VSP member. You aren’t required to complete any
up-front paperwork or obtaln a benefit form.

if you need assistance in locating a VSP participating doctor, you may call VSP af 1-800-
877-7195 or go to www.vsp.com on the Infernet,

When you cdll, the VSP paricipating doctor will aiso need to know your identification
number (usually the Social Security number), and the organization that provides your
benefits (Peabody). You'll need to have this information on hand.

If you obtain services from a VSP network provider, V3P will pay the provider directly. You
pay only a $10 co-payment for each examination and a $15 co-payment for eyeglass
lenses and frames (once in any 24-month period). You are responsibie for the cost of any
additional services such as tints, coated lenses, progressive lenses, etc., or the cost of a
frame over the VSP allowance. The majority of frames available are covered. If you
purchase contact lenses, you pay the amount of the cost in excess of the V3P allowance
shown in the summary chart, plus the eye examination co-payment.

Non-Network Care

You may obtain vision services from any licensed vision provider, alfhough using non-
network providers will affect the claims procedure and the amount of benefits you receive.

When you receive your vision care from a non-nefwork provider, you pay the provider’s
charge at the fime of service, and you must file a claim with VP within six months of the
date services were provided. VSP will then reimburse you for the charges (minus the co-
payments), up to the non-network maximum amount. For exampile, if you recelve an eye
examination from a non-netwaork provider who charges $60, you pay the $10 co-payment
plus $2 (the amount of the remaining charge in excess of the maximum reimbursement of
$38).

Changing Your Vision Care Coverage

Your 2006 election for vision coverage Is binding for the calendar year. You may add or
drop dependents from your coverage during the year if you have d change in family status
that justifies a change. In addition, you may change your election during the next annual
enrolliment period. However, if you elect coverage for 2006 and then drop this coverage
during the next annual enrcliment period, you will have to wait two years before you can
re-enroll in vision coverage.
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Your Basic and Supplemental Life
Insurance Benefits

The company provides a “basic” employee term fife insurance equal o one and one-half
times your annual basic salary (maximum $500,000) at no cost to you. In addifion fo your
basic term life insurance benefit, you have the option to purchase supplemental employee
term life insurance coverage equal To one, two, three, four or five times your annual basic
salary, up to a maximum of $500,000.

How Your Basic and Supplemental Coverage Works

All eligible employees recelve a basic term life insurance bensfit equal o one and one-half
times annual basic salary. The IRS requires that the employer cost of your basic employee
term life insurance coverage in excess of $50,000 be considered taxable income fo you.
Because you do not have to make an election for your basic term life benefit, this
coverage will not appear as one of your cholces when you enroll for benefits.

In addition to your basic ferm life Insurance benefit, you have the option to purchase
supplemental employee term life insurance coverage.

For purposes of both the basic employee term life insurance plan and the supplementa
employee ferm life insurance plan, ihe coverage amount will be based on your current
annual salary rounded fo the next $100. The coverage amount(s) will automatically be

adjusted for salary fluctuations.

If you die, the amount of your term life insurance coverage will be paid to the beneficiary
you designate,

The basic and supplemental employee term life insurance maximurn is $500,000 for each
policy.

Supplemental Employee Term Life
Insurance

Supplemental employee term life insurance options are mulfiples of your annual basic
salary rounded to the next $100. For example, if your annuat basic salary is $40,000 and you
choose two times, your supplemental employee term life insurance benefit is $80,000 and
vour basic term life insurance benefit Is $60,000 (for a total coverage amount of $140,000),

Chonging Your Coverage

You may enroll or change your supplemental employee life coverage during the annual
enrcliment period, subject to evidence of insurabliity (proof of good health) requirements
described in the next section. You may drop or decrease coverage during any enroliment
period.

The only other time you may change your supplemental empioyee term life insurance
coverage Is if you have a change In family status that justifies o change. You must submit
the proper change forms within 31 days of the event. At that fime, you can decrease your
coverage to any level or increase your supplemental ferm life insurance coverage, subject
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to evidence of insurability, provided the change you make is consistent with the famtly
status event.

Evidence of Insurabifity Requirermnents

If you elect supplementdl life insurance during this 2006 enrollment or within the Initial 31-day
enroliment period following your date of hire, you are not required fo submit evidence of
insurability as long as the amount of your election does not exceed $300,000. Evidence wil
be required for any coverage requested in excess of $300,000,

If supplemental life Insurance coverage is not elected during this 2006 enrollment period or
within the initial 31-day enroliment period following your date of hire and you later want to
enroll, or if you later wish to increase your coverage during an enroliment period or
following a change in family status, you will have to show proof of insuralbility.

The Evidence of Insurability form required by the insurance company can be requested
from your hurnan resources representative. our new or higher coverage amount, and the
contributions required for the new coverage, will not take effect until the insurance
company approves your application. The effective date of coverage will be the approval
date designated by the insurance company. Your coverage will diso be delayed if you are
not actively at work on the date your coverage or an increase in coverage would become
effective.

Tobacco Versus Non-Tobacco Rates

Supplementat employee term life insurance rates vary depending whether or not you
smoke or use other tobacco products. Any time you have gone at least 12 consecutive
months without smoking or using other tobacco products, you are eligible for the lower
“Non-Tobacco” rates. If you use tobacco now and elect the “Tobacco” rates but later
stop using fobacco, you can change to the "Non-Tobacco” rates affer you have been
tobacco-free for 12 months,

How fo Make the Right Choice

Your premium rates will depend on your age (as of January 1, 2006) and whether or not you
use tobacco products and your coverage amount.  The rates for the supplemental ferm
life insurance can be found on your enroliment form.
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Your Dependent Term Life Insurance
Plan

If you chooss, you may aiso purchase life insurance for your spouse and/or your eligible
dependent children. This benefit helps provide you with profection against finoncial difficutties in
the event of a loved one’s death.

These are your choices for covering your spouse:

A No spouse coverage.

N You may choose any amount of coverage for your spouse from $10,000 to $60,000, in
muttiples of $10,000. If you choose coverage for your spouse in excess of $50,000, evidence of
insurability will be reguired.

Your spouse’s prernium rates will depend on your spouse’s age (as of January 1, 2006) and the
amount of coverage. In addifion, rates for dependent term life insurance for your spouse vary
depending whether or not your spouse smokes or uses other tfobacco products. Any fime your
spouse has gone af least 12 consecutive months without smoking or using other fobacco
products, your spouse is eligible for the lower “Non-Tobacco” rates. If your spouse uses fobacco
now and you elect the “Tobacco” rates but your spouse later sfops using tobacco, you can
change to the “Non-Tobaceco” rates affer your spouse has been fobacco-free for 12 months.
The rates for the spouse dependent term life insurance are the same as rates for the employes
supplemental coverage can be found on your shrollment form.

These are your cholces for covering your eligible dependent child or children:

N No child coverage.
3 Child coverage in the amount of $5,000 per child ot a cost of $0.35 per month.
N Child coverage in the amount of $10,000 per child at a cost of $0.70 per monih.

The cost of each level of life insurance for your children is the same, regardless of how many
children you have.

Your cholce of whether 1o cover your spouse, if any, s separate from your choice of whether 1o
cover your children. You may cover your spouse only, your children only, both or neither.

You are automaitically the beneficiary of your dependents’ life insurance coverage.

if your eligible dependent is fotally disabled on the date that coverage would normally begin, his
or her coverage will not start until the date he or she is no longer disabled.

Changing Your Coverage

You may choose dependent life insurance or change the amount of your spouse’s coverage
during this annual enrcliment period. The choices you make during this enroliment period are
effective January 1, 2006. However, coverage maly be delayed if you are not actively at work or
your coverage cholce requires evidence of insurability (proof of good hedlin).

The only other time you may enroll or change your dependent life coverage choices Is If
you have a change in family status that justifies a change - for example, if you gain a
dependent through marriage, birth or adoption, or lose a dependent through divorce or
death, or because a child no longer qudlifies as an eligible dependent. Your coverage
change must be logically consistent with the change in family status, and you must sulomit
the proper change forms within 31 days of the event.
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If you do not enroll your spouse during this 2006 enroliment or within 31 days of when he/she
first becomes eligible, and then you decide to enroll him/her later, coverage for your
spouse will be limited 1o $10,000. During the following annual enroliment, you may choose
to Increase the spouse coverage amount to $20,000, the following year $30,000 and so
forth. The same rule appliss If you do not enroll your chitd(ren) within 31 days of eligibllity
and then you decide to enroll for child coverage at a later date. The coverage wili be
limited to $5,000. During the following annual enrollment, you may choose to increase the
child{ren) coverage amount to $10,000.

Your Basic Accidental Death and
Dismnemberment Benefits

The company provides all eligible employees with basic accidental death and
dismemberment (AD&D) Insurance benefits equal to one and one-hailf fimes your annual
basic salary. This coverage pays a benefit o your beneficiary in the event of your death or
to you if you sustain certain types of injuries as ¢ result of an accident.

The company dlso provides a businass travel accident insurance benefit equal to five times
your annual basic salary ($150,000 minimum; $500,000 maximum).

Because you do not have to make an election for basic AD&D and business fravel
accident coverage, these benefits will not appear when you enroll for benefits,
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Your Optional Accidental Death and
Distnemberment Plan

You may purchase optional accidenial death and dismemberment (AD&D) insurance
coverage as a supplernent to your basic AD&D coverage. This optional AD&D coverage pays a
benefit to your beneficiary in the event of your death or to you if you sustain cerfain types of
injurles as the result of an accident, The benefits paid by this optional coverage dre in addition
to benefits paid by your basic employee term life insurance and your basic AD&D coverage.
You pay your optional AD&D premiums with before-tax payroll deductions.

Optional AD&D Coverage Amount

You may choose any amount of coverage from $10,000 to $500,000 in multiples of $10,000.
However, you may not choose more than $250,000 if that amount is more than 10 fimes your
annual basic salary. The plan pays all or a portion of your benefit amount if you die or
sustain certain types of injuries within 365 days of a covered accident. Covered losses
include accidental death or paralysis, loss of hands, feet, speech, hearing or sight. There
also are several plan features that provide additional benefits to help you and your family
recover from the financial losses these injuries may cause. Refer fo your summary plan
description booklet for details.

Family Coverage Opfion

You may also choose AD&D coverage for your spouse and sligible dependent children. I
you choose the family coverage option, the plan will pay a benefit to you in the event that
a covered accident causes death or certain injuries o one of your coverad family
members. Beneflt amounts will depend on the coverage level you choose for yourself and
the family members you have at the time of a covered accident. If you choose fo cover
your spouse and dependent children, your dependents’ coverage amount will equal a
percentage of your own amount, as follows:

Spouééwahd.aé:;éndenf children O 5565pouse]0% edchréhllnd; o

Spouse, no children 60% spouse
Dependent children, no spouse 20% each child*

*The maximum benefit for each child is $30,000.

Coverage Amount Affer Age 70

Your optional AD&D coverage amount will be reduced when you or your spouse recch
cerfain ages, as explained in your surnmary plan description booklet. Your premiums will be
based on the original coverage amount, before the reduction.
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Changing Your Coverage

Generally, the annual enroliment period is the only time you can enroll in or increase
optional AD&D coverage. However, you also can begin orf increase your coverage, or
choose to cover your spouse and dependent children, within 31 days of either of the
following events:

8 Your marriage.
8 The birth or adoption of your first chiid.

In either case, your new coverage will become effective the first of the month following the date
you complete and refurn your enroliment form, provided you do so within 31 days of the event.

If you are not actively ot work due to illness or injury on the date your coverage would otherwise
begin, your coverage will not be effective unfil you return to work.
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Your Disability Plan

The company provides short-term and long-term disabillity coverage under the Disability
Plan to all full-time salaried employees. Part-time employees are not eligible for disability
benefits. Because you do not have to make an election for disabillty benefits, this
coverage’s will not appear as an option when you enroll for benefifs. Your benefit will be
reduced by any additional benefits you are eligible for, such as workers’ compensation and
Social Security disability.

Short-Term Disability (STD) Benefifs

For those full-fime employees with fewer than five years of service, the plan pays 100% of
your daily base pay for the first 30 consecutive calendar days of an approved disability and
60% of your daily base pay thereafter, up to a combined total of 180 consecutive calendar
days of an approved disability.

For those full-fime employees with five or more years of service, the plan will provide 100% of
your daity base pay for up to 180 calendar days of an approved disability.

The company currently pays 100% of the cost for this coverage.

100% of daily base pay for the first 30 100% of daily base pay for up fo 180
consecutive calendar days; 0% of daily base consecutive calendar days of disability.
pay thereafter, up to a combined fotal of 180

consecutive calendar days.

If You Become Disabled

VPA, our disabllity claims administrator, will work with employees and the company o help
guide you through the disability claim process and to assist you In refuming to work as
qguickly and as safely as possible.

Here’s a summary of how your disability claims will be managed. If you are absent from
work due to an iliness or injury for seven consecutive calendar days or longer, you must call
VPA on the eighth day at 1-800-520-9714 to file an STD claim. VPA will work with you and
yvour doctor to evaluate your claim for benefits. If you do nof file a claim, your pay will not
continue. VPA will manage your claim for STD, If you have a recurrence of a prior disability,
you must call VPA immediately.

VPA will:

Ask you about your condition and medical freatment.,

Ask you to have your physician provide relevant medical information 1o VPA.
Review the medical information provided by your doctor.

Consult with your supervisor about the Job requirements,

Approve your absence, if appropriate.

Nofify you in writing whether benefits will continue fo be paid.

Contact you as needed during your disability.

Refer and coordinate rehabilitation services when needed.

Assist you in obtaining Sccial Security Disability Income, if appropriate.
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8 Provide assistance in planning your retum to work.

After your initial call with VPA, you can call the same toll-free number (1-800-520-9714) or go
to www.vpaweb.com 24 hours a day, seven days  week, to obtain the status of your
claim. If you call during normal business hours, you can discuss your claim with a VPA claims
representative,

Long-Term Disability (LTD) Benefits

If your approved disability continues after 180 consecutive calendar days of STD, the
Disability Plan provides LTD benefits equal to 60% of your daily base pay. Your benefit will be
reduced by any additional benefits you are sligible for, such as workers’” compensation and
Social Security disability. LTD benefits may continue until you reach age 65 or longer if you
become disabled after age 60.

For employees hired after January 1, 2006, the plan will not pay LTD benefits for a discibility
that begins during the first twelve months of coverage if it is relaied fo a pre-existing
condition. A condition will be considered pre-existing if you recelved any freatment,
consultation or prescription drugs for the condition during the twelve months immediately
before the effective date or your coverage.
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Your Flexible Spending Accounts

You have two flexible spending accounts that allow you to pay for many common
expenses using untaxed money deducted from your paycheck: the health care flexible
spending account and the dependent care flexible spending account. Enroliment in these
accounts is voluntary—you may declde to use one, both or neither. They are separcate
accounts, although they have many similar features. The [RS requires that you spend this
money by the end of the year or lose it. With a little planning, you can save an amount
equal to your tax bracket for many eligible expenses.

Flexible spending account clalms are administered by Tri-Star Benefit Systems, Inc. You can
visit thelr website ot www. tri-starsystems.com ond click on “eFile” where you will find complete
instructions for filing claims electronically. This site allows you to fill out claim forms online,
print out the forms, sign them, and fax them with your receipts to Tri-Star.

You can opt to have your reimbursement checks from either account deposited directly fo
your bank account or mailed to your home. Direct deposit forms and claim forms are
avdilable on the Tii-Star web site or by calling Tri-Star ot 1-800-727-0182.

Health Care Flexible Spending Account

The tax-free, health care fiexible spending account can help you reduce your annual
hedlth care expenses. You can save taxes on your deductibles and other out-of-pocket
expenses by using the health care flexible spending account, You may also receive
reimbursement for certain over-the-counter medications as explained in a following section.
Check your summary plan description booklet for dstails on what other expenses are
covered.

You may set aside any amount from $120 o $5,000 a year. This money is deducted from
your pay—before It Is toxed—in equal installments for each pay pericd throughout the year
and placed in your heclth care flexible spending account.

You may submit health care expenses for yourself, your spouse or for anyone who is your
dependent for federal income tax purposes as defined in Section 152 of the tax code
without regard to the otherwise applicable income limitation,

Please note: If you choose the Consurmer Choice Option for your medical coverage, the
health care flexible spending account can be used in combination with your Employee
Choice Account. You will submit claims for both accounts to Tri-Star.

Over-the-Counter (OTC) Drugs

OTC drugs are eligible for reimbursement through your flexible spending account. To be
eligible for reimbursement, a drug must be used for “medical care” which means the drug
or service is needed 10 freat a medical condifion.

ltems used specifically to promote the general good health of an individual are nof
reimbursable. This includes items such as OTC drugs purchased for personal or cosmetic
reasons such as anti-aging treatments, nutritional supplements and vitamins,

Covered medicines include ifems such as:

A Allergy medicines.
a Cough and cold medicines.
N Pdinrellevers.
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However, many OTC medications can be used to both promote general good health and
treat a medical condition. These are referred to as “dual use” Items and can include such
things as medicated shampoos, welght loss drugs, and acne freaiment,

To recelve reimbursement for OTC medications, you will need to submit the claim form
specifying the patlent, a receipt (not handwritten) that specifies the name of the
drug/supply, the date and the amount paid. For a dual-use product, you will be required fo
provide a statement from the patient’s physician indicating the diagnosis and medical
need for the OTC medication.

If you're not sure if an item gualifies or what proof you need to provide, call Tri-Star Systems,
Inc. at 1-800-727-0182. You maly dlso visit www. fri-starsystems.com and click on "FAQs”
(frequently asked questions). The select Flexible Spending Accounts (FSAs).

To help you determine your health care costs, the eValuator™, an easy to use, inferactive
Web based modeling tool helps you make informed decisions regarding your health care
flexible spending account, You will also be able 1o see the potential tax advantages of
coniributing to a health care flexible spending account. To access this online resource, log
on at www.hr-smartf.com/Peabody.

Dependent Care Flexible Spending Accounft

You can use the dependent care flexible spending account to pay the cost of dependent
care for young children or a dependent adult, You decide how much you want to deposit
in your account, up to a maximum of $5,000 per year (if you are married and file separate
tax returns, the maximum deposit is $2,500). The minimum annual deposit is $120. Check
your summoary plan description booklet for details on eligible expenses. Be sure to compare
the tax advantages of the dependent care flexible spending account and the federal
child care tax credit. In general, if your annual family income is more than 539,000, you will
pay less in income and Social Security taxes by using the dependent care flexible spending
account instead of the tax credit,

Also, please note that you may not contribute more than your spouse’s current annual
income to the account. Under RS rules, your spouse who is disabled or who is a part-time
student is considered to have an eamed income of $250 a month if you have one eligible
dependent, or $500 a month if you have two or more sligible dependents.

Special Rules for Both Accounts

While the flexible spending accounts provide a good way for you to reduce your faxes, you
should be aware of several rules;

N You will lose any money that you put info your accounts and do not use by the end of
the year. This is an IRS rule. Therefore, you should put aside moneay only for those
expenses that you feel certain you will have in 2006,

an If your family status changes because of a birth, death, maiiage, divorce or a spouse
losing his or her job, you can enroll, cancel or change your monthly deposit for either
account subject to the plan rules explained in your summary ptan description. Also, you
may change your deposits to the dependent care flexible spending account if you
rmust do so due to a change in dependent care providers, a change in your need for
dependent care, or a significant increase in your cost for dependent care (other than a
cost increase Imposed by a relative). Otherwlise, according to IRS rules, you may
change your depaosits to efther account only during annual enrollment,
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a Reimbursement under the dependent care flexible spending account cannot exceed
the amount you currently have deposited. Hedalth care flexible spending account
ctaims will be paid as long as they do not exceed the amount of your annual slection.

3 The deadline for submitting reimbursement expenses Incurred during the current
calendar year is March 31 of the following year.

§  You cannot transfer amounts between your accounts, nor can you use funds from one
account to pay expenses eligible under the other account, or vice versa.

w Expenses you incur before becoming a participant, or after participation ends, are not
eligible,

8 Your salary-related benefits, including your short-term disalollity, basic and supplemental
term life insurance and basic and optional AD&D, are not affected by the flexible
spending accounts. These benefits are based on your total, unreduced pay.

§a You cannot fund your monthly medical or vision plan contributions through a flexible
spending account. These confributions are automatically deducted on a tax-free basis
through separate payroll deductions.

W If you enroll in the consumer Choice Option medical plan and dlso participate in a
health care flexible spending account, you must submit claims to your health care
flexible spending account fiest. When that account is used up, additional claims may be
submitted fo your Employee Choice Account.

NOTE: You rust complete the enclosed enrolliment form for 2006 if you want to participate

in the Health Care or Dependent Care Flexible Spending Accounts.
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Retiree Medical Benefits

Medical Premium Reimbursement (MPR) Program

The MPR program provides a benefit fo help you purchase medical coverage after
retirement. Under the program, the company will provide an allowance foward the
purchase of medical coverage for those leaving the company on or after January 1, 2006.
The dollar amount will be based on your years of service as defined by the plan with
Peabody Investments Corp. and selected subsidicries and affliates (Peabody).

Please note that the MPR program is an unfunded plan as defined by federal law. This
means that the money will be paid out of the company’s general assets and has not been
placed in a trust or special account.

Who Is Eligible for the MPR Program

To be eligible to participate in the MPR program, you must meet both of the following
requirerments on your last day of employment with the company:

N You are at least age 55.
s You have 10 or more years of service as defined by the plan.

How the MPR Program Works

When you end your employment with the company, your cllowance will be based on your
age and years of service with Peabody (with years of service rounded up to the next full
year) as shown in the table below:

wwI;r‘i'c‘:a”r o Ggeméa o $10§Ox Years of Service, plus
From oge 50-54 $3,000 x Years of Service, plus
Af age 55 and beyond $5,000 x Years of Service

Regardless of your age or service, the maximum allowance you may receive is $65,000.

You can use the allowance at any time in the future to request reimbursement for any
premiums you pay for medical, dental or vision insurance for you and your eligible
dependents (as defined by the plan). This insurance coverage can be through another
employer’s group healih plan, on individual policy, COBRA, Peabody’s Catastrophic
Medical Plan or Medicare.

If you die before the entire reimbursement allowance is used, your eligible dependents may
continue to be reimbursed for such premiums until the dllowance is exhausted. You will not
be eligible to receive a lump-sum cash payment through the MPR program. If there are no
dependents eligible for benefits, the balance of your dllowance remaining at the time of
vour death will be forfeited.

For those who elect not to purchase private medical coverags, eligible employees will be
able to use thelr MPR allowance towards the purchase of basic Catastrophic Medical Plan
coverage through Peabody, as described below.,
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Claims for Reimbursement

At this time, the MPR program Is administered by Tri-Star Benefit Systerns, Inc. (Tri-Star), a third-
party administrator located in St. Louis, Missouri. For reimbursement of premiums, you will
need to send proof of your pald medical premiums to Tri-Star. Reimbursements will be made
once a month for the current month or past month premium payments, Payments will not
be made for future datfes of coverage.

If you elect coverage under the Catastrophic Medical Plan as described in the following
section, you may elect to have your premium payments aufomatically deducted from your
MPR allowance,

Peabody Catastrophic Medical Insurance

Eligible employees may elect coverage under Peabody’s Catastrophic Medical Plan. The
plan benefits are identical to the Option 1000 plan design that is described earlier In this
bookiet.

Who Is Eligible for Cafastrophic Coverage

The eligibility rules are different than for the MPR program, although the two benefifs can
work fogether. To be eligible to participate in the Catastrophic Medical Plan, you must
meet dll of the following requirements:

8 You are atf least age 55.

s You have 10 or more years of service as defined by the plan.

8 You must enroll within 31 days from the date you end your employmentn unless you
slect COBRA coverage or are eligible for coverage through another employer as
described in the next section.

Important Plan Provisions

If you have coverage through another employer-sponsored group plan at the time you end
your employment or obtain other employer-sponsored group coverage after you end your
ermployment, you may delay your participation in the Catastrophic Medical Plan. If such
employment begins affer you refire, you may temporarily suspend participation under the
Catastrophic Medical Plan. If you later lose that coverage, you may elect coverage under
the Catastrophic Medical Plan as long as you provide proof that you lost the ofher
coverage. This proof must be provided within 31 days of the dafe coverage was lost, and
participation in the Catastrophic Medical Plan must begin immediately thereafter. If you
were not a participant in the Peabody medical plan as an active employee because you
had coverage through another employer-sponsored group plan, you may elect coverage
under the Catastrophic Medical Plan when you end your employment. You must provide
proof of your other coverage at the time of your election. You may contact the Peabody
Benefits Call Center at 1-800-633-2005 for an enrolimeni form.

Only eligible dependents at the time you end your employment can be covered under the
Catastrophic Medical Plan; new dependents cannot be added at a later date. If you have
a dependent who is covered under another group health plan at the time you elect
coverage under the Catastrophic Medical Plan and that dependent later loses the
coverage, that dependent can be added within 31 days of the loss of coverage provided
they conlinue to meet the aligikility rules under the plan.

In the event of your death while covered under the Catastrophic Medical Plan, your
surviving dependents may continue coverage as long as they remain eligible.
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When you end your employment, you may elect COBRA confinuation under the Peabody

medical plan you are participating in at the time of you end your employment. At the end
of your COBRA continuction period, you may then elect coverage under the Catastrophic
Medical Plan.

The Cost of Coverage

An enroliment form for the Catastrophic Medical Plan coverage will be available when you
terminate employment and meet the eligibility requirements.  The form will include the
applicable monthiy rates for coverage. You and other participants will be responsible for
the full cost of the plan.

Listed below is the cost for Catastrophic Medical Plan coverage in 2006, These costs are
subject fo change each year. Once enrolled, you may use any of your MPR allowance o
offset the cost of Catastrophic Medical Plan coverage.

;;;R rgq:’,ﬂiil?
Not Medicare Eiigible S5A17.23
504,39

$834.48
Both Medicare Eligible §188.77
| One Medt Eligible/One Not Medicare Eligible $511.63

=Retiree-Plus: ende
All Not Medicare Eligible 51,065.14
Retiree and Spouse Medicare Eligible $314.35
One Medicare Eligibie/One Not Medicare Eligible $689.75
Making the Right Choice

Because the Catastrophic Medical Plan provides only a basic level of coverage with high
deductibles, you should consider this decision carefully and compare the coverage features
and cost with that available in other plans on the market for which you qualify.

When you become eligible for Medicare, you will want to compare the cost and features of
Peabody Catastrophic coverage with Medicare and/or Medigap coverage. (Keep in mind
that the MPR program can also reimburse your premiums for Medicare and Medigap
coverage, up to your credlited dlliowance.)
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What You Must Do To Enroll

You must complete the enrcllment form and return it to your local Human Resources
Department by December 2, 2005.

If you are a new smployee, you must return the enrcliment form within 31 days of your hire
date.

This enrollment guide provides highlights of your benefit plans. This Is not a complete detalled description. See
your summary plan description beokdets for more details about the progroms. The benefit plans are operated
according to the ferms of legal documents including Insurance contracts and plan documents. if there is a
difference between this enroliment guide and the summary plan description bocklet, the actual the summary plan
description (SPD) will govem. This enroliment guide Is not a substitute for the official plon documents nor is it an
employment confract, The company reserves the right 1o amend or terminate the program in whole or part at any

fime. This surnmary of material modifications is part of your summary plan description and should be kept with your
other booklets.
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Peabody and Its Affiliates: The use of the words “"Peabody,” “the company.” and “our” relate o
Peabody, our subsidiaries and our madjority-owned affiliates.
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Health Care Flexible Spending
Account Worksheeft

Use this worksheet to help estimate how much money 1o coniribute o your
health care flexible spending account for health expenses not covered by
the benefit choices you're making. You may contfribute up fo $5,000
annually. Rememiber to plan your coniributions carefully, If you contribute
more to your account than you can use during the year, you lose the
balance. As a first step, it may be helpful o list your expenses for this year.
Annual contributions will be withheld in equal installments from your first fwo
paychecks (semi-monthly) or the first four paychecks (weskly) of each
month throughout the year.

Medical plan deductibles

Medical plan co-payments or expenses not covered - up to the
out-of-pocket maximum per year

Co-payments for prescription drugs

Dental deductibles, co-payments or expenses not covered b
the plan

Eye examinations, contacts and/or glasses not paid in full by th
vision plan, or not paid if you choose not to enroll in the visio
plan

Expenses for mental iliness and substance abuse care above th
medical plan limits

Chiropractic care

Hearing care

Birth control devices prescribed by a physician

Special services or equipment for the mentally or physicall
disabled

Over the counter medications

Other

TOTAL ANNUAL ESTIMATED OUT-OF-POCKET HEALTH CARE
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EXPENSES

ESTIMATED MONTHLY CONTRIBUTION FOR HEALTH CARE EXPENSES

Dependent Care Flexible Spending
Account Worksheet

Use this worksheet to help estimate how much money to conftribute to your
dependent care flexible spending account to cover expenses for the care
of your dependents while you work. You may contribute up fo $5,000
annudlly depending on the income and tax filing status of you and your
spouse. Remember to plan your contributions carefully. If you confribute
more 1o your account than you can use during the year, you lose the
baiance. As a first step, it may be helpful to list your expenses for this year.
Annual contributions will be withheld in equal instaliments from your first two
paychecks (semi-monthly) or the first four paychecks (weekly) of each
month throughout the year.

Dependent care expenses for dependent children under age 13
and living with you

Babysitter

Dependent care center

Nursery school {(not in first grade and above)

Summer dependent care or camp (excluding overnight camp)

Expenses for mentally/physically disabled children of any age

Expenses for adulis who are incapable of caring for themselves,
who spend at least eight hours a day in your home and who are
totally dependent on you for support
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TOTAL ANNUAL ESTIMATED OUT-OF-POCKET DEPENDENT CARE
EXPENSES

ESTIMATED MONTHLY CONTRIBUTION FOR DEPENDENT CARE
EXPENSES =
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