BEFORE THE COMMISSIONER OF SECURITIES AND INSURANCE
MONTANA STATE AUDITOR

) Case No. INS-2012-238
IN THE MATTER OF THE CONVERSION )
OF BLUE CROSS AND BLUE SHIELD OF )
MONTANA, INC., AND ALLIANCE WITH ) AMENDED STIPULATION BETWEEN
HEALTH CARE SERVICE CORPORATION) THE CSI AND APPLICANTS

)
Applicants. )
)

The Office of the Commissioner of Securities and Insurance (CSI), and Applicants Blue
Cross and Blue Shield of Montana, Inc. (BCBSMT) and Health Care Service Corporation
(HCSC), based on the considerations contained herein, hereby agree to enter into this Amended
Stipulation. This Amended Stipulation is not binding on the Applicants or the CSI unless and
until (a) the transaction between BCBSMT and HCSC is approved by the Montana
Commissioner of Securities and Insurance and the Montana Attorney General, and (b) the
proposed transaction between BCBSMT and HCSC is actually closed. The CSI, BCBSMT, and
HCSC stipulate and agree as follows:

1. Job commitment: HCSC will establish a customer service center or other facility

with at least 100 jobs in the State of Montana by December 31, 2016.

2. Administrative Fees: HCSC agrees that for the period described below, HCSC

will charge insured Montana commercial market business for individuals and employers who
enroll on average 500 members or less, administrative fees including margin, that are a lower
percentage of their total premium basis than those charged by BCBSMT at the close of the
transaction. Such calculation shall be made for the individual and described employer business

together in the aggregate and for the entire period described below. The administrative fees to be
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included in this commitment include HCSC charges for general and administrative fees for the
plan operational services in effect in 2013 at the close of the transaction and margin.

Specifically excluded from the calculation of these administrative fees are (a) fees to cover the
costs of new services due to statutory or regulatory requirements that were not in effect in 2013,
including those that are a result of the Affordable Care Act (ACA), (b) commissions, (c)
insurance exchange fees, (d) new taxes (including the ACA Insurer Tax) and assessments not
paid by BCBSMT prior to the close of the transaction, and (e) premium taxes. This commitment
covers the three calendar years following the close of the transaction (if the transaction closes in
2013, this commitment will extend for the combined period of the calendar years 2014, 2015 and
2016). The BCBSMT division of HCSC will provide to the CSI three months after the close of
the transaction a report that will attest to the aggregate fees and margin charged on this business
as a percentage of premium at the close of the transaction. On or before March 31 of each
following year (e.g., following year-end 2014, 2015 and 2016), the BCBSMT division of HCSC
will provide to the CSI a report attesting to the cumulative aggregate administrative fees and
margin charged to this business for the calendar years 2014, 2015 and 2016 as a percentage of
premium charged to customers, was lower than the baseline administrative percentage. In the
event HCSC fails to meet its requirements under this section, the CSI shall have available all

administrative remedies under the Montana Insurance Code.

3. Charitable Giving: The BCBSMT division of HCSC shall for a period of 3

calendar years (2014, 2015, and 2016) continue at its sole expense BCBSMT’s previous
charitable and community giving in an amount of not less than $200,000 for each such calendar

year.
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4. Care Van: Through its BCBSMT division and at its so}e expense, HCSC shall
own and operate a mobile immunization van (“care van”), in a manner similar to HCSC’s other
states, for the purpose of providing immunizations to Montanans for a period ending December
31, 2016. All Montanans are eligible to receive immunizations through the care van, with no co-
pay for any Montanan who chooses to receive immunizations. HCSC will make available at
least 2,000 immunizations during this period. HCSC will focus on providing care van services in

underserved areas.

5. BCBSMT Foundations: The boards of directors of the Foundation for Healthy

Montanans and the Caring Foundation shall take all necessary action to appoint a representative
named by the Montana Securities and Insurance Commissioner to their respective boards of
directors, effective upon the Closing Date and continuing through the date by which all current

funds are allocated or until December 31, 2016, whichever is later.

6. Donations to Foundations: HCSC shall, on or before December 31, 2013, donate

an aggregate of $3 million to either the Foundation for Healthy Montanans or the Caring

Foundation, or both.

7 Escalated Inquiries: The BCBSMT division of HCSC will continue its current

process for handling escalated CSI consumer inquiries and complaints. This process will
continue to be handled at the BCBSMT division in Montana with direct access to the BCBSMT

Plan President. There is no expiration date on this commitment,

8. Erﬁgloyment: As provided in the Asset Purchase Agreemenf (APA), effective as
of the closing of the transaction, HCSC shall provide offers of employment to all BCBSMT
employees listed on Employee Roster setting forth the employees of BCBSMT as of the closing

date. With respect to each such employee, HCSC shall offer employment at an annual base
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salary equal to or greater than the annual base salary of such employee in effect as of
immediately prior to the closing.

9. Premium Tax: The BCBSMT division of HCSC will pay the premium tax as
specified in Mont. Code Ann. § 33-2-705 as of and after the closing of the proposed transaction
so long, as determined by the CSI, such tax remains applicable to health insurers in Montana not
otherwise exempt from the payment of such tax under current Montana law, or unless Mont.
Code Ann. § 33-2-705 is preempted by federal law expressly by Congress or as determined by a
court of competent jurisdiction, or unless, as determined by the CSI, there is a substantial change
in either applicable facts or law which result in the inapplicability of the premium tax to the
BCBSMT division of HCSC.

10.  After the closing of the proposed transaction, on or before March 31 of each year
thereafter, the BCBSMT division of HCSC shall submit to the CSI a letter containing the same
information as specified in the supplemental compensation exhibit currently filed by BCBSMT
with the CSI, regarding the annual compensation for the president of the BCBSMT division of
HCSC and the four most highly paid other executive officers of such division for the previous
calendar year. This information is considered a public record, pursuant only to Montana law,
that is accessible by the public.

11, Any filing other than the Application to approve the pfoposed transaction
currently pending with the CSI as reflected in Exhibit A attached will be reviewed and approved
or disapproved on or before May 20, 2013. If any form is approved, such approval is
conditioned upon the proposed transaction actually closing. Prior to such date, the CSI will
advise the Applicants of the status of the filings identified in Exhibit A.

12. To the extent this Amended Stipulation is fully-executed and filed with the

Hearing Examiner, staff of the CSI continues to support its recommendation to the Hearing
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Examiner that the proposed transaction should be approved. Such recommendation will be based
on this Amended Stipulation and the evidence in the Record. This recommendation is not
binding on the Hearing Examiner or the Commissioner of Securities and Insurance.

13.  The parties agree and acknowledge that any and all charitable or public assets
claims or other claims that could be raised by the office of the CSI against HCSC or such assets
are fully satisfied and discharged.

14, BCBSMT as a division of HCSC is a member insurer of the Montana Life and
Health Insurance Guaranty Association (Association) as defined in Mont. Code Ann. § 33-10-
202(11)(a) (2011). As of the date of the closing of the transaction, the exception for health
maintenance organizations provided in Mont. Code Ann. § 33-10-202(11)(b)(iii) (2011) applies
to BCBSMT as a division of HCSC. To the extent circumstances change, any final action of the
board of directors of the Association is subject to Mont. Code Ann. § 33-10-215(6) (2011).

15. Nothing in this Amended Stipulation or in any final order issued by the CSI
approving the Proposed Transaction shall be construed so as to waive or in any way limit the
confidential and proprietary nature of certain documents and testimony designated as
confidential or privileged by either HCSC, BCBSMT, or both, either in the Application or during
the course of the proceedings concerning the Application, and any documcﬁts or testimony
designated as kept under seal by the Hearing Officer or the parties, or any of them, shall remain
under seal unless the seal is lifted. All documents or testimony designated as confidential or
privileged by HCSC, BCBSMT, or both, including documents or testimony under seal, will
continue to be kept confidential by the CSI pursuant to applicable Montana law, including Great
Falls Tribune v. Montana Public Service Commission, 319 Mont. 38, 82 P. 3d 876 (2003).

16.  This Amended Stipulation replaces and supersedes the Stipulation between the

CSI and Applicants dated April 19, 2013.
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17.  This Amended Stipulation may be signed in counterparts.

il
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DATED this < day of June, 2013.

OFFICE OF THE COMMISSIONER OF
RITIES AND INSURANCE,

BLUE CROSS AND BLUE SHIELD OF
MONTANA, INC.

By: MZU{.,CL

Its: /&Il;&/‘ LD

HEALTH CARE SERVICE CORPORATION

2
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CERTIFICATE OF SERVICE

I hereby certify that a true and accurate copy of the foregoing was served via email on

the % day of June, 2013, to the following:

Jacqueline T. Lenmark, Esq.
Keller Reynolds, Drake,
Johnson & Gillespie, P.C.
50 South Last Chance Gulch, Suite 4
P.O. Box 598
Helena, MT 59624

Michael F. McMahon, Esq.
McMahon, Wall & Hubley, P.L.L.C.
212 North Rodney

Helena, MT 59601

Sybil Shults

Records Clerk

Office of the Commissioner of
Securities & Insurance

State Auditor's Office

840 Helena Avenue

Helena MT 59601

Jay Angoff, Esq.

Mehri & Skalet, PLLC

1250 Connecticut Avenue NW, Suite 300
Washington, DC 20036
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Kelley Hubbard, Esq.

Mike Black, Esq.

Montana Department of Justice
215 North Sanders, Third Floor
P.O. Box 201401

Helena, MT 59620-1401

Helen E. Witt, Esq.
Kirkland & Ellis L.L.P.
300 N LaSalle St
Chicago, IL 60654

Jesse Laslovich, Esq.
Nick Mazanec, Esq.

Office of the Commissioner of Securities &

Insurance
State Auditor’s Office
840 Helena Avenue

Helena, MT 59601
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