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Over~iew of Highmark Combined Debt 

Overview of Highmark Combined Debt and De6t-like 061igations as of 12/31/2012 
($ in millions) 

Unrecuretl Senior Notes 	Avgus[ 15, 2013 	69MM 	 $305.5 

llreecured Senior Notes 	MaV ~~~ ~OIl 	9J5% 	 348.8 

llnsemred5enio~NOtes 	MaY15,2001 	6.13% 	 248.4 

HVNCPevoWmgCredi[FUiIItY 1une1,]016 LIBOHplusl.)594 $210.1 

HVHCGapicalLeases Thmugh20U Hangesfmm6.00%I011.fiOX ~d 

HWVCapi[alLeases TM1rpughJUne201fi 0.angesfmm5.l9%I011.60% O.5 

~___________________________________• 

iTOtal Nighmark Debt 	 Sl.ill.] i 
_____________________________________ 

Suurce~. Hitl~~~~ark 
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Highmark Liquidity Position as of December 31, 2012 

Highmark Modified Combined Balance Sheet 
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Ainuwi p  FIeIJ Fai~ Illliars 	 (b032) I~OG.1) 
Net Cash 	 $258.1 ~ 	$305.6 ~ 

Avallable(orSaleSewritles 	 5.21tl.tl ~ 	~,61i~~ 

NetSecuricies Lending 	 - I 	 - 	I 
Receivables 	 2,4543 ~ 	2,1469 ~ 

Gross liquid Asse[s 	 $],931.2 ~ 	Sfi,961.5 ~ 

Clalms 	 (2,A019~ ~ 	(2,191.3~1 
eene/il Plan Liablll[ICS 	 (334 )~ 
OtherPayables 	 (BJ58~ 

~ 	(248.9~~ 
~ 	(653.]~~ 
' 	$3,8Rb I Net WorkingCapital 	 $4,318.8 

Totaloebt 	 ($1,1vJ~ ~ 	(5902.8~I _________ 
r NetLiquidASSecs 	 $3,201.1 ~_~~~~~~~~~~~~~ 

5E,910.e1 _~~~~~ 
InveStmenl5in5ub5.anAAffJlates 	 4904 1.5559 

Providerinveslmen[s 	 - - 

TaxRecelvahle(Payable~ 	 G3.3 38C 
uPfarred Tav Asset~Liahiliry) 	 304.8 83.1 

vremiumDeficiencyHeserve 	 (1559~ (155.9) 
$3,521.6 Semi-LiquldASSets 	 5480.6 

Vnreal'rzedGains(Losses~ 	 ]95 W.0 
Net PP&E 	 624.2 3R4_6 
Goodwill and Intangibles 	 906A 1a5.9 

Other Asse[s~'~ 	 J002 69.0 
$66G.2 Non-Liquid Fsuts 	 51,9093 

Tatal Nei Worth 	 $5,491.0 55.156.6 

(l) 	NoteiM1a["MOtllfletlCOmbinetlN~gF~~a~k"e~oludesHVHC,HWV,antlH~EemiciesbxauseHlgM1mark'sroregroupofinsunnceen6tiesoHeringcommercialFealtM1lnsurancelnPennsylvanlaEOno[puaram¢e[M1eirdea~santl~here 
<ollalenlrzetion ofdeb~. 	 ~tl.~~'.~. ~. 	i_ 

(i~ 	In[IUtlesCasM1SUnentlerValueol5)Snnll~on. 
(3) 	ExduE¢iG5M15m~entle~Valueof$]Smillion. 
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Highmark's Total IDN Capital Commitment 

Highmark's Capital Commitment in the Transaction Scenario 
($ in millionsJ 

I WPAHS I 
1stFUnding -Grant(6/28/20ll) 550.0 
50%0~ 2ntl Funtling - Grant ~30/31/2011) 50.0 
Transfer m WGAHS ar Close Qormedy Metl School Grant) ]S~ 

Tolal WPAHSG an[s $lli0 
50%of?ndFUnding-LOan ~10f31f2011) 50.0 
3rd Funding- Lwn (4/P/2012) 50.0 

6th Funding - Loan ~At Close, on or before 4/30/2013~° i  100.0 
SchFUnding-Lwn~WttcrofCloseor4fl/2019~ 100.0 

Total WP0.16 Loans $30U.D 
Total WPAHS Granu and loans $475.0 

Tender Offer !or W PAHS 20U]A Bunds~~~ 646.4 

Other Grants ro WPAHS ([ash Advance and A&M Fees~~'~ 33.0 

Total WVAHS FlnanNal Ewposure~°~ $1,154.6 
WP/1HSLlnfundedPensionLiabillryasofl/31/2013 D42 

Other Llahilities as of 1/31/20t3~ ` ~ 3150 

Physician Network 
UnrestrictedGranttaUPE~o~NOn-WPAHSPUrpose[ $94.0 
HlqhmarkPaymen[s[oPl2forParticipationinNetwurk 123,0 
M50 Devclopment EKpense 8.0 

Total Physician Netwf~orkl  Grants $225.0 
HighmarkLOanmLJandQ(orPhysiclanAffiliafions tl!A 

Total Vhysi~ian Network Financial Eaposwe $308.D 

Community Hospitals / Outpatient Services 
Highmark Unres:nc[ed Gra nt [o 1RMC 5]5-0 

Hlghmark Upex 6rant to 1RMC~ 6~ 100.0 

Highmark Unrestricted Paymenls to SVHS 30.~ 
Hlyhmark Capex Grant tn SVHS 5.~ 

Q/ Center of InnovaGon 5-0 
ToWlCemmuNeyHaspi[al/OUtpatient5ervicesGrants $215.D 

Hlghmark Loan to Pmvldcr PPI LLC ~FOrmatlon o! GPO~ 18 ~ 

IAMC Guarantee Provisions NA 
TotalCamm.HOSpital/Outpatien[ServicezFinancialEZposure $233.0 

Medical Malls 

Highmark L~ne ol Retlitto HMPG [o Finance Medical Malls 	 S30].0 

HMPG 6~vestn~en[s -(or Real Esta[e Aequisitions O1 	 32.0 
TotalMetlicalMallsFinanaialEx osure 	 $139.0 

Estimated Highmark 7otal Financial Commitment: 
51.834 billion~°~ 

sow<e: Highmark. 
~l~ H~P.Fmmkliaa~Y.~rn<I$50mlllloninloaneu~owaccounl~osemrellighmBrk'SOeRO~manrewilFreyarElolM1elenUeroller.IllFetlosingo orbe(omAptll3U,Y013.0 ~~Y~N~eedupnnentenslonnithal 

da<e. ~he :SO mllllon anA another $50 millim~ finin HlgLmark wJl be.itivanced to WP~HS a[ [he alosing m ihe Porm of a loan. Il lhe [IOiing da3 5ro1 ouur by Apnl 30. ]013, or any agreed upon ¢xwn5lon of [hdl 
tlafe, lhe 550 milbon escrow amomt will be paid to W PAHS, absem EelaWr by WPAHS. 

(2~ 	Assum?~ ]fi]44'. of bontlhultlers tenJer ac 81,5'ti ot paq wM1rth is aszumM lo be 5909.] milllon 611he lime of Ihe TentlerOflee Nlsoassumes HlgM1mark pays ac[metl inleresl antl purcM1asn eM1e remaintler ol lhe 
bondzat0a~. 

(3j 	Indudes$PSmilLOn<ashatlranre0~idloWPPH51orWe5lfennHO50ilalandAlleRhenYGeneralHOSpitalun6/18/]011anJ58millmnunres~ntledpaymenttoWV~HSIor:eeslarl&Mpaitlon4/18/2U31. 

(0~ 	~oes no1 indude WVAHS u 	mtl hffiIli~ies o($5891 mllllon. o( wM1ich $2I4.d mlllion Is WPAl15' unlundetl penslon Ilabiliq, aM tloes nol intlutle mnbn~ent liabililies, as of 1f31/2013. 
(57 	In[I W es ~elerred Ilevenue. ~tell Insmanm thibilille •. aml OILer liabilllies; Azsumes M1¢metl Salm~es antl Vacaiion are assometl bv IM1e buy¢r In a restmtturing sceretlo antl tM1e Floaliry Pate Pestrv[turing 

Certillralesareex9ngulsNEd. 	 f,le.inluir 	i... 
~61 	$100mre0~e~emst~emavimumpoimM1lalcapLLalexpentliNresg~anttolNMC,oIwM1¢M1nigtimarkprojec~lansassume545mwllibefuntled. 
p~ 	HighmarkmnsitlerstM1e531milllonolNMPGinves[memsbneaieztateacqnisitionsioMa~uniedn~[etlgram,antliM1UZmremverable~oH~~ghmarF,fort~epur0osexolt~lxanalyslx. 
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Detail of Adjustments to Highmark's 12-Entity Modified Combined Balance Sheet 

Non-Trensaction-Contingent Adjustments~ l ~ Transaction-Contingent Adjustments~l~ 

(5 ~n millions) (5 in millions) 

c~:~ n4 	r 	v.mzoiao~d9evo~e 	 ~ rn:n~nd,osm,eors~nzo~3aoe6evone 
Gran[stoWPNI5~5urplusTranstertoWPAHSatClosing) ~$33.6) GrantswWPAH5~5urpW5T~anslermWPAHSatClosing~ ~$41,4~ 

50%of4[M1lundingConirnl~nicnl~6cruw~AtClosfngonoihefored/30/ID13~ (SLLO) CommunllyHo;pital/OU[palicn~Services~evelopment{Pa~lnershlps-NOtSpent 191.4 

Granlstol0.MC~'~ (l)5.0) SU%olOthPondingLOmmitmen[~LOan~AtGlosing,ono~betore4/30/2013) (50.0) 

GrantStnSVHS (35.0) ilhWndingCOmmpment-LOan(La¢erolClosingor9/1/201d~ p00.0) 

UndeflnedCOmmunityllwpital/OUlpa[ien15erNoesDenlopmunUParinm;l~ipz p91.0~ ToWIT~an5aRlonContin6entAtljuslmen[sroGSM1 - 

AtltliHOnalUnres~nRedGranLtuUPE(otNOmWPNHSFUr p oses ~94.0) 
H~ighmaikvaymen[smP¢mExcM1anRP~arParti~IpationlnNe[work p20.0) TotalDebt'Aduslmenf5n1013on08¢vontl 

Hl R pmarkLlneofCreditmHMPGIOFinanceMedlcalMalls 110].0) Tende~Offe~Po~WPAHSl00)ABOnds~~~ $606A 

TotalNOndranxacflanCOntlngentFtljusimenb~aCash ($906.0~ 
Ta<aR~ansaRlon-COn[ingent0.tl~urtmentstoTOfalOebt $606.9 

G/ovMer Investments' Atl'ustmenfs in d0J3 and Bevand 
Pmvider Inresfinems_ Adirstmenls in 2013 nnA9eyorrd 

50%o10[M1WntlingCOmmitment-ESCrowBemmezLOan $50.0 
HlgM1ma~k~.IneMGeditmHMP6roFinanceMedlcalMallS 510].d 

TatalNamTnnsattlonCOntlngeNAOjustmen[zbProvlderimestmenis $]OZU 50%o19[M1FUnAinP.~umnnUnmi~-I~~an 50.0 
Sth Funding Commitmem - Loan ~Latrer o( Ciosing or 4/1/201a1 I00.0 

ioml Nc~ Wmth: Adj~.srmenn in 2013 andeevnnd: Tentler OHer (or WP4H5 200]A Bonds'~ 5646.4 

GranatoWGAH5~5u~plusttanslertoWPAHSatClosing) ~533.fi1 To[alTra~aationContingenfACjus[menlStoProviticrinveslmenls $8C6A 

50%of4thWn0ingCOmmitment-ESCrow(ALClosing.onarAebre4J30/>OH) ~50.0~ 

Gran[stoIPMCAP1  (l]i0~ TotalNetWOrth'AElusfinenfs n101JOndBevond' 
GrentstoWPqH5~5urplusTransferroWPAHSaIClusloy~ ~SJ1AI 

Grantslo5VH5 135.0) 
CommunityHOSpital/OUtpalientServlces~eeelopmenl/Vartnersh~ps-NOtlpen[ i91.9 

llntlefinedCOmmunl~yllospltal/OUtpalienc5ervices0evelopmentlParinershiGS (191.0~ 
PtltlltionalUnrestriatetlGran[toUPElmNOnWV~HSVuq~osez (gp,p) 5(YKO14IhFUndingCOmmtlmenFCS[mw0ecomesLaan 5~.0 

TotalTransaction[ontingentAdjustmentstoTotalNetWorch $200.~ 
MigM1inarkVaymrnhroel?ine.rFange(orGanicipa[ioninNecwork (120.0~ 

TatalNamTransatlonCOntingentAtlfurtmentstoTO~aINetWOrth (699.0) 

~l~ 	Aduslmemi nxdutlelmpa<[ of WP qHS's uMUntleJ pe^smn Ilabiillpnl $2IOm, o0ier unsearetl f blhcies ol$315m and mnllpgen[ Ilabilhies es o(1/31/E013. Ad~u5lmenls also exclutle HlgFinaM'S Transacllom 
ela~etl expendilures p~ior to B(31/1012. 

R) 	$ll5mnclud~sihrmanimumpolmilialcapilalexpentllNresaommllmen[otS1Wm[oIRMC.versusH~pM1mark'sOmje<tions.u'hlcM1assumea$OSmcaplGle~pe~xliWmsgranefolNMC(andalotallqM< 
Commilmenlol$130m). ~8,.t.b~~i, i;~ 

~3~ 	Hs;vmc;]G]9`.'iofbonCM1OItlP6lende~al6]5%olpaqwhithl5a55umeEloEe$109JmIIllonaltM1elimeol[M1eTentln011ecAtisurnesHiGh~^~~~kyaysuvuealnleres[andpurtM1ases[M1emnlentlered 
eooa: av pa.. 
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Timing Details of Highmark's IDN Grants and Investments 

Schedule of Highmark's Planned IDN Grants and Investments Over Time 
(S in milliottsJ 

i.~w~a~~~ycomm~~imem-~~am~ti/2a/zoi~1 Sso.o ~Ssoo~ - - - 
50%of3ndWntlingCOmmitment~Grant(l0/31/3011) 50.0 (50.0~ - ~ - 

OcMerGranlsloWPAH51Ca5hPEwnreandA&MFees) jO  330 (33.0) - - - 
SurpLiztranslermWi4n5at[IOZ~nglV~eviouslyMeElcalS<~oolGnne7 ]5.0 - ]5.0 ~33.6) 414 

Ai~FUntling-EUmw"~ ISp.O~ ~SO.0) 
]5.0 183.61 186) ToIaIWVAMSGranR 	 $I08A 	 ~133.0~ 

AtltlllionalllnreslridetlGnnllollPEforNOmW4 pH5YU~poses 5940 - 594.0 ISyd~) - 
HlgFinaM~aymentsloPlZinE.cM1anRClurv:u popaeanlnNetworA 83.0 13.0~ 1E00 P30 ➢ ~ - 
MSOOevelopmencC~penu BD ~8.0~ - - - 
w6~marFUnrestticreEGrantrolRMC JSO ~ ]SA p5.0~ - 

H+gFinarFCapceGOn~lo1RM["~~ 1W.0 - 1000 I1000~ - 
HigM1marYUnret[riaeaPaYmentm5VH5 30.0 - 3~~ (300i - 

5.0 - 5.0 'SDI ~/akCape+Gnncm5VH5 
c~nmroimncvacion so ~so) - ~ - 

rvIMPGlnveslmen~s-IOrHealEZta[eFCqulnOnns~~~ 3dA (32.0~ - ~ - 
UntlellnetlCOmmunilyllospi~al p¢velopmenV~ar~nersM1lp. U93E~ 1193A) 

$~2E.0 {$G35.0~ ~5191.0) To(alNOn-WVAHSGnn[s 	 $<]3.0 	 (48.0j 

TetalGranu 56BOA ~SI91.0~ Si99.0 (5699.Y $30a.0~ 

Sf'.4o1?ntlFUntlingComini~nent-LOan~10/31(3011~ $SOD ~500~ . . . 
3.nFUntlInP.Cnmmhmeni-Iaan~4/D/30II~ 50.0 6007 - ~ - 

nIM1WnSingCOmmilmenl~LoanIPtCID5ing.onorM1ebrr4/30/1013~° i  100.0 ~ 100.0 - 10~.0 
SlLhunGm 	lommilmpnt~Loan~Lat~e~oldosin 	0~6/1(3016 10[I.0 1WD 100.0 

iofalWPpHSloans $300A I$ID00~ $]C0.0 - $200.0 

Tender OFler lo~ W PAHS 3001R BantlT'~ ti~64 $606.4 <666 0 
iMaIWFAHSOeE[s $sa5.n ~5100.0~ SB46.0 ~ SBi6A 

TotalGrantsantlWVANS~ehb 51.624A ~5391.0~ $1.X56 5699.0 55a5.< 

HigM1markLneol 	it[o 	IoFnanceMe4icalMallz S10]0 - 1~~.0 (1OJ0) - 
Hip,M1markinnn~~antl~-Iu~~hysinanHffliatlons 83a 183,~~ - - - 
Il~~markLOanloProvltlerCPILLC Forma:InnoIGPO 10,4 I~B.01 ' - 

Ta(alO~M1e~UPELaans $30B.0 ($1Y1.0) $]O)A ~$30).0) - 

TatalG~antsantlN~M1mmNloans 51,830.0 153910 $I,iSEA 59U6A $W6.4 

WVAHSUnluntledPeosionliabilityasoll/ll/3~13 $~~~~~~ ' 2~~~1 ' ~~4~~ 
Other WPAHS V n.ecme~l I~ohllilres as o! 1/31R013~~ 3S0 3t5L 315.0 

TonlGranlsaMWPRXSIiabilicies,Ina~udingUnfundeEPensionx $3,413.6 $393.0 $2.Oi1.6 $l~60 $3,335.6 

~31 	In~lvtlev 525 ~n114on cas~ aJrance pntl to WVTiISIw wer~ Pmr.11os0~~al aM Nle[tieny (rnrral No:piiul on 0(18/5011 aM 59 milliur uni¢slrlcleJ WY~'enl lo W VPXS~o: lees [0 9~uvxa i M~rfol JnGOn a/IB/E011. 
~tl 	~([I~e 	 Ir~,HlgM1mrhS 	~l~Jtl~~n~SIUWV/~XSwlllin easaEy$~In1lf~on0ulwlllOeoHU1W~n[[mrenionalNi6~ma~F's$SOmIIIIw~ewwpaymrnllmoalmn,wM1l~~w111haunepolenlla~y~ewenhlelol8/~mari 

andr~ 	a~lln~ ingenlnHOnne(ito($9mIlllonillMNnn re~aYL~ 
131 	$]0 	 mpo~r 	eiry~.i 	enEl~uertl'~ 	uIRMC~uIwM[I~Xiylin rApol 	fS41mr'IIIEeNnEeE. 
~1~ 	Nlg~mnhno:Mtlirr~11~e53EnriillionolHMVGinveslmenlilw~ealef{nleecQUbitbnc~oManurvea~~klrngant~artl~M1UruneeeoverableloNiglimaeM~lulM1epurposetulll~isanalyali. 
~51 	Nlylirne~F~ie[VIa~eE$SUmilfion~nlonnmemwacmun~~nse[ureNlg~maeYSpa'~orman[[wllM1reyrrE1v11reNMeevl~n.11l~e[Iminpaiursono~bebrep0~~130~1U13~a~urya9reeEUpane+lenslonalt~attlale~t~e550mdi0nanEMat~e~550 

mllfim Imm NlpM1marY wl~bc ativanaM b WP/~NS at Ilie [los~ng In I~~e b~m o' a ban. i! I~e [lo~inp tlees nal a[ur b~ 40~~I b,1013, a any apeetl upon eneniim W ~M1a~ tlale,:M1e $50 mRXm eurmr amounl wlll ~ W~410 WF4X5~ eL~enitlNault hv 
WP~XS. 	 Illi~~:~l..i~.~' 

Ibl 	PssumPS)ti]6%ol~onenoNerslentlnat8).5%Wpar,wM1~.~M1iSassumetlWUeS]G9.1~TqnaltlietlmeollnelenEe'OHe~.At~ume~Hig~markpanac[~uetl~~nle~esianEOUr[~asnlM1enon-~rntlneeMMSa~par. 
~)~ 	In[IUbs~elmetlRrvenue~5ellNSUranaWdlrtlnaM011.e~lia011itin:4aumlfAtttulEWlihSantlVa[allonr~eas~umrtlby~MEUyer4~aeaWCWm~aceiuraanGllieflwllneRateReslrv~lum9@Nlrta~esarPe~llNUiSM1ptl. 
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Highmark and WPAHS Projected Financials in the Transaction /"UPMC-In" Scenario 

Highmark Projections: Transaction / "UPMC-In" Scenario 
($ in millians) 

Subsaiption Revenue 

Ncl Pallcnt Smice Revenue 
Managemenl5ervlwsftevenue 

Olher Operating Ilevenue 
TatalOperatingPevenue $14,866 515,61A $36,833 $11.9]0 $I8,)36 

❑aims Expense 

Operatln~ Fxpense 
TotalOpe~atingfxpense ($14,005) ($15,300~ (536,385~ (S1J,389) ($18,103) 

Operatinglncome $i61 $31i $44B $582 $639 

ChangeinPOR 

Adjusted Operatlng Income 
Imestmem ftesults 
Net Assets of NCBSD Aaryired 
OtherEMpense 

Equlry Inwme ot Subs/AHiliates 
InmmeBeforelncomeTax $544 5134 5516 $6l1 $]29 
InmmeTaKProvision~6ene11~) ~132) (128) (169~ (229) (266) 
Netlncome $413 $306 $34] $442 $483 

Wshandlnvestments 56,854 $],'226 S],489 $],400 5],9R 
Propetlyand F~ulpmenp net G26 SS] G26 5~3 553 
Goodwilland0~herintangibles 904 P38 fi33 ffiR 82R 
Debt 1,118 1,322 1,89 599 594 

FPS¢rves 5449 5404 SJ~6 62W 6fiJ6 
q8C 

Suurce:Highmarklinanlialpmjecfionsasof3/~/2013. 

(1~ 	AsO~epamdbVHighmark. 

WPAHS Projections in Trensaction /"UPMC-In" Scenario~'~ 
(S in millionsJ 

~ 	
° 	~ 	: ' ~F~L~~ddfi~ ~` ! >%~'l~.~t'2Fa3 

Total Ne[PatientXevenue $1,559 $1,)5) $1,986 $2,102 $2.223 

Pmvizlon for 0aA Debts 
om<<on~..-,uoe a~~~~,~~ 
Net n;sets Ncicased bom Restriobons 

TotalRevenueandGains SI.SiB Sl,'136 $1,950 52,104 $2.183 

TotalOpera~ingEVpense ($1,fi51J ($1,114~ ~$1,92]) ~$Z.O62) ($2.152~ 
OPi~allnk Inconic / Itossl 
(.~ p~prc<talion & Amurt4allon 
(~)Intcrist hnpense 

E910A $3 $03 $1fi0 $303 $209 

Cash and Cash Equivalents 
OOier Curten[ Assets 
Assets 0.estricted As [o Oze 
PPE 

ocne~ ~o~e r~~m wss~~s 

Tntal O vmm 1~ah~ ~PCrI. CP nf I T i iaha) 
Lnn¢~Tcrm Ueht 

N~[nmd Prnslmi ObOgallon 
UI»rr rvun ( ~mm~l llabilipes 

Total liahili~ies 	 $1,541 	$1,605 	$1,690 	$1,619 	$],615 

TotalNetAxsets~~efidt~ 	 (5243~ 	($268) 	1$ZZB) 	~$110) 	1$6J~ 

EHIDAMOrgin 0.1% 4.8% B.I% 9.64 9.6% 
OpemtingMargin O194) (2.d%f ].4% 2.0% ].9% 
NeNnromeMVrgin (6.3%f (1.5%f I.]% 5.6% 2.1% 
BatlOebtos%o(NefPalientAevenve 5.5% 5.5% 5.5% 5.4% 5.4% 
Salories/Benelitsos%ofNelPOlienlRev. 60.0% 56.6% 53.0% 513% 50.6% 
Cash~ro~0ebt 30.1% 26,8% 31.9% 32.9% 36.3% 
DebFto-Capi[alization 133.0% 1321% J25.5% Ill.99~ IOG.]% 
Debt-m-iofalflevenue 633% E3S% SJ.A% G9.3% 46.8% 
Ooys Cash on Hand @2 )6 R2 )3 lb 
DebtServ~ceCavemge 03x IJx T.)x 3.bx 33x 
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[31ad<stone's Moclified Recovery Analysis for the Base Case Scenario 

Total Due to Highmark CalcWatfon 
I$ in miitrons) 

~111~~~:t.' ✓i4 -.L.. 	; .~ . 
Pemainin6 P^naipal on W PAHS 
20'JJABmtls" 	 $651.6 ShN.b $691.4 $bnlb 5641.6 56~1.ti 
Ol~er HlgM1mar45¢mrttl Laans 
IoWVl~HS 	 IOJA dW.O ICO.O ]00.0 3W.0 100.0 
Aametllnlereil~~~ 	 O& 6.8 49 4.8 <.B 4.0 

ToblOUemNlflM1muF 	 $]46.4 $M6A $9Y6A $906.< $9<6< 59C6A 

Blackstone's Modified Recovery Calculation - Base Case Scenario 
($ in millions) 

1~ i~.:lE I'!(a1 k1.: F l'if.~.'t1RIL:Af!:Li W'I[ ~1t:11Lll.t'!L4' LlM 
lolalP¢venue 51,63]9 51.63i5 51,83I9 $i,1H.6 $1,351d 5]J363 

MulliyleofPerenue 035e D35x 035v 035e 035x 035x 

a.mi.ek v.o~.ee: Snan Ss~~.i Swu S~sa.~ Se¢z.z Sesz.~ 
ri~ro:naoanrv~cm~„~. vas avas sic.3 o63s sm.v soa.a 

m~ala.eceees 51<>.9 s9as.s 51,oss.e 5i,xm.s 5~.3xe.o 51,ass-1 

Mon6a&e ~3].» Q)JI 113.)I (13.01 ~5.5~ IL31 

503~b1191[lainis 130.01 130.01 130.01 (30.0~ ~30.0) (]40) 

oo~ x ~uoirv~A~~~ ~saa~ ~so.o~ ~so.oi ~so.oi ~so.o~ ~so.a~ 

NelRemwnbkYrt-Un~ea~ed =~1 $B3].9 $9]S.5 51,114.6 51,3<5.5 5t,3R8 
oen~.a.,~ms 

nvs~meareecse~aeme,,~ - - ~ ~ ~ 

ome.u~,er.~reaseenei~rm :: ~ . . . . . - 

TolalUmemred5ettlemenc ~ ~ ~ ~ 

TotalNrtPra¢eds $fd~.i $!3].9 59II.5 SI~116.6 $1.E45.5 $1,3]28 
_~ ___+ 

ImplletlHigM1markPemeery5 56~0.3 	~$93].9 ~ 59II.5 	~ 59J6.4 	~ 59ifiA $YA6A 
e,.pr~ex~qe~~~~twssS (mb.z7 	I Insl 	~ 13ns1 	~ ~ 	~ ~ - 
ImplietlXlgl~markHewmry% 85.8%~ 99.D96~ 964%~ 100.0%~ 100.OM 1Po.0% 

ImplietlUnsecwetlRe[overy$ ~ - 51)O.I $299] 5<1fi~ 
Im0lietlUnse[v~etlRe[wery% ~ - - 339M 56.6% ]5l°n 

(5 in nnllions) 

~`~~=a.~-•` ':~~._'. _ 
	

Ad~k~~.4'c:~ 
WPAHSIIn(undeAPensionLiabiliryasoflf3l/2013° 1 	 SD41 
Other lJnse~ured Liabilities as of 1 f31/2013~'~ 	 315.0 

Total Unsecuretl Liabllities 	 $589.2 

Total Net Proceeds Sensitivity at 6/30/2015 

Multiplc of Rcvenuc 
~ 	i 	~ 	~ 	 ~ 	i 

Total Unsecured ~'. 	1,010 	1,063 L1,117 ~ 

SelUenienl 881 	934 9S7 

asa%of ~'~~ 	752 	805 858 
Total Unsecured 622 	676 729 

Liabilities ~ ~' ~ 	493 	546 600 

Implied Highmark Loss Sensitivity at 6/30/2015 

Multi p le of fievenue 

TotalUnsecured 	~'• - - ' 	-I 
L___ 

Settlement (65) (12) - 
as a % of 	~ 	, (195) ~142) ~8S) 

Total Unsecured (324) (271) (218) 

Liabilities 	~~', (453) (400) (347) 

Somce'. HigFinark irpnn a~ nl 1f16/3013 antl N2C5 Faimess OO~von, tlate 3/5/3013. 
(1) 	Pe~ Hig~mdrk's Omjen<d LVPPHS balance zM1eel asof ]/31/3013. 
(3) 	mtlu~es uelerrea Revenue, Sell~lnsuranae LiffiIli~ms antl Ot~er liabd'nles; AsSUmesAaruetl Saia~les mC Vaniion are assumed hy I~e Euyer antl Floating 0.ate ResnunutlngCeniOCaies are eviingulsFec. 
(3) 	Assumeel6]<%olbon4M1Oltlmslrntleru~A).5%olpaqwM1rthlzassumeJlo~e$]09Jmllllonal[AeHmeoUM1eimtle~OHecAxSUmesHigM1maW.Oaysa[crv¢E'm@res[anEpurt~as¢slM1enomtenderetl 	'"''.~r'..'-~i~. 	i--, 

bondsatpar. 

(0) 	Assumes45daysalMarved~nterest,~asetlonaprl~rcipalol5]09]mantlinterez~m~eof5315%,OerH3CSfaimezs00~~~on. 
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Blackstone's Modified Recovery Analysis for the Downside Scenario 

Total Due to Highmark Calculation 
(5 in millions) 

r r r. 
. 'F'~. ... 	.. ~.G'.l': ~:L' .  _ L: 	' 	. 

aema~~ma P~mova i  o~ wrnHs 

3001l~~ontl5~~ $fi916 $fi01.h $(Y~.L $6E1.6 $W16 $6Y16 

Other HISM1mark S~rumd tonns 

~oWP nHS~° 100.0 .00.0 3W.0 30~.D 3W0 l]96 

GrrraiMlnli . r~ . rl~ •. ~ ~6 C.8 9fl 48 48 E8 

TotalOUe(oXlgM1ma~k $iC6A $806.0 59<64 5966A 59I6A 59]5.0 

Blackstone's Modified Recovery Calculation - Downside Scenario 
($ in millions) 

~. ,f ~. 	.. 	,r, 

Lota+Pevenue $1.63I9 51,6~64 pj0a5 51N~9.fi ~y1,9nB.tl ~5],W9A 

m~rt~p~~o~x~~~~~~~ o.~o. o.n0. o.~or oam o.eo. o30. 

4valbbl! We<eMS $491.0 $G61.9 $Sll.9 SSH.9 $584.6 $60E2 

PluzCasM1antl~nves[menls 196.E 3635 3C3.6 359.5 LV.9 1933 

m~aiv,xeee: 5555.0 5lm.~ 5e~ss Seu.a 5eaxs sns.~ 

MortR.~r.e RI.JI 1~)il R331 I1a01 I~sl 1?31 

SW~b119~Clalms ~3¢O~ ~311.V~ ~3U.~1 (10.0~ 130-01 1300~ 

baNrvOttvCOSls I 500~ ~SRO~ ~5~0 1  (50.0~ I 5~.0~ ~+0.0) 

NetPemverablePlo-UnsxureE $559.3 $]36J $)lEl $)SlA $1EOd $]13.8 
ome. a.im+ 

6ssum¢cIPBGCSe¢kment 113]1~ pJ61~ I30IA) ~IO)<~ IlOJC1 ❑ 0>AI 

om.~u~:~~~reesem~m~~Y~ uszzl n~zn~ (i3i.s1 P3e.n1 Ua3.a1 u~esl 

TmalOnzem~e~5el~lemenl (] Yf.b l  R 535 1  (L'91) (3~fi1) 1~ 508~ (25C3 1  

Tot~INetProrcMs $l63] $i93.3 $G)3.0 $i]51 $C693 $059.6 
_~ ___~ 

impneaNivhmar4ercwery5 5z53.~ ~ 	5<Bi.3 	~ Smio ~ 	5<~v 	~ Sas53 Sasss 
Mp11?tlHifihmadLOSSS 1~03.]~ ~ 	13G31~ 	I ~<13.1~ ~ 	I<~O.l~ 	I ~4]].1~ ~515G~ 
ImplietlNighmarFflemoery% 35J% ~ 	91% 500% ~ 	50394~ i9fi% ~).1'% ~ 

ImplietlUnse[uredFemrlry5 R9i6 SI53.5 $339.2 SIE6J $ISl.B 52503 
impieeu~secu~eeAemverv% ?~.~ sa.ose so.ox sv.ux sa.ox saaw. 

Total Unsecured Liabilities 
j5 in mi~lions~ 

1,:'13 
WYAHSVn;untleJNensionLiabihtyasotl/il/201i~° R/42 

Other Unsecured Llabili[ics as of 1/31/2013 01  315.0 

Total Unsecured LfabillHes 5589.2 

Total Net Proceeds Sensitivity at 6/30/2015 

of Revenue 

Tatal Unsecured 	~' ~ 722 769 815 
Settlement 599 645 692 

as a% of 	~' ~ L 476 i 522 568 
Total Unsecured 352 399 445 

Liabilities 	~ ~' ~ 229 D5 321 

Implied Highmark Loss Sensitivity at 6/30/2015 

ofRevenue 

Total Unsecured 	~' • (224) (178) (132) 
Settlement i347~ (301) (255) 

asa%of 	~'. L(471~ (424) (378) 
Total Unsecured (594) (548) (502) 

Liabilities 	~ ~ ~ • (7ll) (671) (625) 

so~Re: e~~e~~~~„~~ ,Pnon a: or 3nRO~n.~a i~xr: •rore~a:i x~~a~~o. comna,~,o~,- ~~. , ~~ a  Marcn zoi3. 
~q 	PerHighmar4'sWPAHShalancesFeetasofV31/3013 
~i~ 	Indutles0elerrMPevenue,5e14imoranceliabilitieaanJOlnerLabilltres;ASSUmesFCCrueESalariesandVacatlonareazzumeEbytM1ebuye.znJFloalingFaleXntm[turingCerefntexareextinguisM1eE. 
~3~ 	AssumesJE.]a4afbontliwltlersceMeraI8L5%ofpaqwMCM1lsassumetltobe5)49.]millionallM1etimeofiheienderORer.ASZUmesHigFinarkprysazcmetlin:creslantlpur<luvesthenon-1?nEered 

banESatpac 	 I:~"l. ' O1 	 ~..1 

(4~ 	Hi6hma~kl5assumeE~ofiIIWpAHS'IUntlInRKTPO15J86millionin1011inlM1eWwnuUexenano. 
(5~ 	Assumes 45 tlari ol Acuuetl Inl¢~esl, baseE on a principal of $I49J mllllon antl Interes[ rale o153]5%, pe. M2CS Fah~ss Opinion. 
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H2C Fairness ~pinion 

~~ 	H2C used the following analysis in arriving at its condusions: 

• Ability of WPAHS to pay the principal and interest on the 2007A Bonds and the Loans during the FY2013 — FY2017 forecast period 

• Evaluation of WPAHS' credit profile at the end of Ihe Flnancial forecast and the likelihood that WPAHS can refinance its honds without 

Highmark support, or with limited Highmark support 

• Analysis of the value undcr a dismunted cash flow and projected value of WPAHS ro support the market value of the 2007A Bonds, the Loans 

and the unrestritted grants 

• Remvery analysis of Highmark's purchase of the 2007A Bonds and the Loans under a restructuring in each of the years ended lune 3Q 2013, 

2014, 2015, 2016 and 2017, including a review of precedent transactions for distressed facilities 

~ H2C'sopinionconcludedthat: 

• WPAHS can cover the principal and interest on the 2007A bonds and the sewred loans over the projection period, and W PAHS should 6e able 

to access the capital markets and refinance the 2007A bonds without Highmark support, or with limited Highmark support 

• Using a dismunted cash flow analysis, WPAHS has an equity value range of ($37m) -$363m and, when factoring in restricted assetr, WPAHS 

has an adjusted equity value renge of $229m -$629m 

• Using a range of revenue and EBITDA multiples, WPAHS has an equity value range of $671m -$1.4hn and, when factoring in restricted assets, 

WPAHS has an adjusted equity value range of $935m -$1.66n 

• Under a recovery analysis through restructuring based on the proposed security structure, the 2007A bonds and the secured loans have a 

recovery of 87°~ to 99~ from FY2013 — FY2014, with 100% recovery in FY2015 — FY2017 

Source~, H2C5 Fairness Opinion, dated ]/5/2013. 	 ~ 





~Y~i• 

Overview of JRMC Transaction 

Structure and Pro Forma Governanre 

~ UPE Providcr Sub is 1RMCs sole rorporate member 

~ Current members of JRMCs Board of Directors will each serve on 
initial Board post-dosing 

~ 75% of voting Board mem6eis perpetually will be appointed by UPE 

~ 25% of votiny ~oard mem6ers initially will be appointed hy JRMC 

~ Number of 1RMC appointees will dedine over time [o six mem6ers 
who will make up a self-perpe[ua[ing dass of directors 

• 	Two of [hese directors will be President and Vice President of 
1RMC medicai staff 

• 	One of these directors will be a Sister of the religious community 
of the Sisters of St. loseph 

Jefferson Regional 
Medical Center 

FundinR anci Other Commitments 

a Nighmark will make a grant of up to y100 million to JRMC Lo fund 
1RMC capital expendi[ures 

r Highmark will, su6ject to certain limitations, guarantee JRMC's 
payment of debt, pensions and other liabilities or provfde the same 
financial supportthrough anotherstrucWred solu[ions 

~ Highmarkwillmakea$75milliongrantcontributiontothelRMC 
foundation 

~ UPEPruviderSUbintendstobringtertiarycaretoJRMC 

~ Highmark has wmmitted to maintain JRMC staffing levels 
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Overview of 1RMC Transaction (conYd.) 

1RMC Projection Assumptions 

r easeline inflalion assumption (Net Patient Revenue and 
operating ezpenses)~% per year 

• Operating Ezpenses ar~of revenue 

~ In 2014, JRMC is expected to realize a$~n increase in 
revenue 

• USinga50/SOassumptionforfixed/variablecostsresWts 
in a`~n impmvement in E81TDA compared to 2013 

~ Depreciation expense is expected to increase with the 
additional S100m in capex with the Affiliation 

~ Investment results are expected m remain low based on 
interest rate assumptions as well as addi[ional investments in 
capex, increase in 2016 

~ Ta~ Rate (SOl~c)(3)) is 0% 

~ A/R is —[]'k  of Net Paticnt Service Revenue based on the 2012 
Budge[ed ratio 

~ A/P is `[Q/ of operating expense based on the 2012 
9udgeted raYio 

~ De6t is assumed eo be reduced by debt paymen[s of $~n per 
year 

~ Other asse[s and benefit plan liahilities are held mnstan[ 

JRMC Historical and Projected Financial Metrics 
(S in millionsJ 

Inwme Statement 
Net Pa[ient Service Pevenue 
O[her Operating Revenue 

To[al Operating Revenue 
Opera[ing Expense 

EBITDA 
~epreciation EKpense 

Total Operating Erpense 
Opereting Gain 

Investment ResWts 
Interest EKpense 
Gifts, Donations and Contrbs. 
Other Inmme / (Evpense) 

Pre-Tax Inrome ~Loss~ 
Inmme Taa Pmvision 

Net Income (Lass) 

ealance Sheet 
Cash antl Investments 
Acmunts Receivable 
Property and Equipmenq Net 
Other AssetS 

TotalASSets 

Total Debt 

Oenetit Plan Liabili[ies 

Othcr Liabilitica~~'' 
Total LiabIIIN¢s 
Net Assets / EquiSy $118.7 	$73.8I 	$121.4 	$128.1 	$135.2 	$140.6 

Source: Highmark flnancial prolections. 
(1) 	2011A "O~her Liabilities" intlude $34.8 million of "Nrren[ Liabilities" antl $1].8million of "NOn-Nrrent 6abili[ies" 
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Overview of SVHS Transaction 

Structure and Pro Forma Governance 

~ UPE Providcr Sub will berome SVH5s sole mrporate member 

~ It is presently rontemplated that the Pro Forma SVHS Board will he 
75% appointed 6y UPE and 25%appointed by SVHS - with input from 
Highmarkand UPE 

	

lefferson Regianal 	Saint Vincent 

	

Medical Center 	Health System 

Fundine and Other Commitments 

r Highmark will make a S10 million payment to the Sisters of Sc Joseph 
of Northwestem Pennsylvania 

~ Highmarkwill make a 55 million payment to SVHS to support capital 
projects 

~ Highmarkwillmakea520millioncontributiontoSVHS 

~ Highmark has committed to supporting SVHS' long-term capital plan 
'mduding assistanm with capital sourcing and 6udgeting 

~ Highmark has mmmit[ed to providing assistance to SVHS in extending 
or replacing its exis[ing lines of credit 

~ Highmark has s[ared tha[, for three years pos[-dosing, it will not 
transfer anY cash or investments of SVHS to any other Highmark- 
controlled entity 



,~~. 
I:. 	V~..~rr..,._.~, ,..~.A I15-I-ran•;:ii~tinu 

O~erview of SVHS Transadion (cont'd.) 

SVHS Projection Assumptions 

~ Net Patient Service Revenue: an[icipating a shift away from 
inpatient care to ambulatory, physician, in-home and other 
non-hospi[al ways to keep peoplc healthy 

~ Other revenue is based on high-level assumptions about the 
expected run-ofF of the Meaningful Use funding, partially offset 
by inflation on other itemz 

~ Operating expenses are expected to inacase with inflation at 
2%per year, partlallyoffset by ~n in expense savings Ihrough 
affiliation (IT, insurance, HR, Finance, etc.) 

~ Depreciation is based on the assumed balance be[ween assets 
falling aff Ihe amortization tables and new capex 

~ Inves[ment results hased on the expected mntinua[ion of very 
low rates on short and intermediate term fixed income 
investments 

~ Change in A/R is a function of change in tolal revenue 

~ PPE Is held constant with the ezception of the additional $Sm 
contribution from Highmark 

~ Change in A/P and accrued expenses is a funcNon of change in 
opereting expenses 

~ Debt paydown assumed to he consistent with the paydown 
between 2012 and 2011 

~ Contri6utions From Highmark are assumed to be booked in 
2013 as follows: 

General Balance Sheet~. $20m 

Capez: $Sm 

SVHS Historical and Projected Financial Metrics 

(S in millionsJ 

In<ame StacemeM 
Net Pa[ient Service Revenue 

Olher Operaling Revenue 

Total Opera[ing Revenue 
Opera[ing Expensc 

EBITDA 
Depreciation Expense 

To[al Operating Expense 

Operating Gain 
Invesimen[ Nesul[s 

Interest Expense 

Gifts, ~ona[ions and Contrbs. 

Other Inmme / ~Expense) 

Gre-Tax Inrome {LOSS) 

Income Tae Pmvision 
Net IntOm¢ (LOSS) 

Balance Sheet 

Cash and Investments 

Acwunts Rewivable 
Vroperty and Equipmen[, Net 

Offier Assets 
TotalASSets 

Total ~ebt 

8enefit Plan Liahili[ies 

Other Liabilities~~~ 

Total LiabiOiles 

Net Assets { Equity 

($6.8) 

$91.6 	540.6 ~ 	$62.8 	$64.5 	$69.7 	$75.8 

Source: HiRhmark flwncial projections. 
~1) 	3~11A"OtherGabilities"indude54G8mllllonof"CUrrentLabilitles"an0522.AmJlionof"NOn-CUr«ntLiablLtles" 





Highmark's Financial Commitments in the 
Transaction Scenario 
(5 ~n millionsJ 

Trnal Granis an p  UPE Loans 51,834.4 

Less: WCPI1SCCmmilmen~s"' ~1,154.4~ 

lex~.1PMCCOmmi[menli'' ~ll5.0) 

Less:5VH5COmmi~mems 
~__________ 

____________ ~~~~~135~0~ 
~ 

I 	 OIM1erProvitler5pentllny5ubfatal _______________________________" $0)0.01 

e.:akeow~ orome~ r~o.~ae. soe~aio.: 
Othe~ UPC 4mn(5 

Umest~IC~eJGrdnllaOPElo~NamWPHNSVmpote5 594-0 

HlgFinarkPaYmenls~oPlZlorPartkipa~ioninNelwak 1230 

9 0 O' evelopment Erpenze M̂50 

~Itenlerolinnovacion 5.0 

XMVGlwestmen[s-for0.ealES~aleA[qu6i:ian5~~' 32.0 

ome. ure mo~s 

roenm„klonnm~-loeonvsluanarrdla6on, Salo 

rv~gnmarkloanmr.aviaerrriuelFO~mauono~ero7 SE.o 

HigpmarkLineolCr¢dIIw11MPGSOFindnaMedl(alMalls ]OJ.O 

Toul 5a)o.o 
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Overview of Other Provider Capital Commitments 

Summary of Highmark'Other Pra~ider Capital Commitments' Process 

~ The process of evaluating physician practices for acquisitions, affiliations and network 

participation Induded: an assessment ofgeographic and specialty gaps in Highmark's provider 

network (assuming HighmarKs contract wi[h UPMC is terminated~, collection of historical 

financial data, productivity levels and legal documents for potential candidates for affiliation or 

acquisition, and, in some cases, third party valuation analysis 

To establish physician employment compensa[ion, Highmark used henchmarking data 

developed by the Medical Group Management Association and peer comparison 

~ The process regarding the assessment of inedical malls and ambulatory surgery centers 

involved interna~ Highmark personnel (ACharial, Finance and Real Estate ~epartmenls), outside 

management consultants and real estate valua[ion experts 

• 	Financial projections and a business plan were developed in order m: assess optimal 

locations for medical mall (acilities and understand capital requirements, volume/revenue 

e5timate5, pricing and mst structure5 

~ Highmark engaged an outside mnsulting firm to help evaluate the need for a group purchasing 

organiza[ion ("GPO") and distribution center within the IDN strategy. 

• 	A work group, consisting of intemal Highmark personnel and extemal mnsultants, was 

formed and financial modeling was undertaken to assess the financial impact of 

underiaking an investment in the development of a GPO 

~ Execution on each of [hese strategies imolved, depending on [he level of investment required, 

approval fmm either Highmark's Board of Directors or the Board's Network Shategy Committee 

5 u« e: HigM1mark. 
pj 	WPl~MSCapiuloutlaysln[lutle$QSmlllqnFUntlingCOmmllmen[,SWGientlerOHerforWPAM55enes3W]PBOntls(assuming]6]0%olpondhol4erslentlera~eJS%olpar,wMCM1lsazsumedmhe$103] 

milllon a~ ~M1e time o~ t~e Tentle~ Ofler, antl azsumin6 ~~al Highma~F pays a[vuetl In[eres[ antl W« IW Ses N¢ rema~ntle~ of Me banES a[ par, anE $33 million in gran~s to WPAH51o~ Casb Fdvances anC A&M 
FHS. 	 i.~ e 	 li~n~ 

~)~ 	IRMCSpentlir~g In[ludes $15 millron UnrPSVi[ieE G~an~ Io1RMt anE maRimuT DOfGnlial npl~al eFpe^tliWresgrant IoIFMCOt$S00 mlllion; HigM1maM1's pmjetlioni use 5G5 milllon apllal e~pentldwcs g~anL 	 ~~ 
(3j 	HlgFinark mnsiEerstM1e 533 mllllon ol NMVG invr~hnrn~s !nr real esta[e acquiz¢ions la be an unreslrici¢0 g~ant and[M1US unrecwerable w 11IgM1mad, foreM1e pur0eus of iM1is analyzls. 
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Hi~hmark Overview 

Higl~,m~ rl< is one o( 10 I ir ~"~. I~edl li n~uranrr i.nmpanir~s in 

the U.S. in terms of inemhership and is onc of thc largest not- 

for-profit Blue Plans 

►  As of December 2011, Highmark offered the nation's 

• Seventh largest Medicare Advantage plans by membership 

• Third largest vision managed care by membership 

• Third largest optical retail chain by revenue 

• Sixth largest dental insurance by membership 

• Third largest Stop Loss by gross premium 

►  The company holds an "A" rating from Standard & Poor's and 

A.M. Best for its balance sheet, capitalization and market 

position 
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Historical Financial Results 

Highmark's Combined GAAP Financial Results 2007 - 2011 
($ in mi!/ionsJ 

Premium Revenue 510,252 511,020 511,541 512,294 512,475 

Management Services Revenue 622 626 653 685 716 

Vision Revenue 963 1,077 1,126 1,159 1,205 

OtherRevenuc 1R9 198 213 216 232 

Total Operating Revenue 12,026 12,921 13,534 19,354 14,628 

Claimslncurred 9,~45 9,692 10,223 10,605 10,849 

~perating Expenses 2,749 2,978 3,138 3,26b 3,410 

Tatal Operating Ecpenses 

~. 

11,794 12,671 13,362 13,871 34,259 

~ 

Netlnvestmentlncome z35 160 148 143 142 

Net Realized Gain (LOSS) on Inves[ments 1G4 (79) 13 99 7 

6ain on Sale of Business Inferests — — — — — 

Interes[ Expense (68) (61) ~53) (42) (53) 

Change in Premium Deficiency Reserves ~2) (107) (8) (46) 11 

Inrome 6efore Income Taxes 559 163 272 637 476 

InmmeTaxProvision 164 69 84 174 31 

Medical Loss Ratio 881% 88.0% SS.6% 863% 87.0% 

Administra[ive Expense Ratio 22.9% 23.1% 231% 22.8% 233% 

Opera[inglnmmeMargin 1.9% 1.9% 13% 3.4% 2.5% 

Net Income Margin 3.1% (1]% 1.4% 3.2Y 3.0% 

Note: Sub [otals may differ (mm Ihe sum af amouncs shown by./- 1 due m rounding of tleclmal plaas nat tlisplayed 

5ource: Highmark. 
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GAAP Balance Sheet 

Highmark Com6ined Balance Sheet — GAAP Basis 
($ in millions) 

Cazh antl Cash Equivalents 51.019 5803 5989 51,143 51,116 

Inves[ments 3,919 3,459 3,]33 9,161 5,064 

Accounts Recei~a6le 1,31~ 1,545 1,580 1,]09 1,922 

Ymperty and Equipmenq Ne[ 354 402 071 489 539 

Goodwill and Olher Intangibles, Net 830 821 910 852 964 

OtherASSets 1.494 1,691 1,306 1,096 1,074 

ClaimsOU[standing 1,]63 1,822 1,69] 1,945 2p]8 

Uneamed5uburiptionRevenue 3fi0 2]4 28l 3ll 315 

Debt Sa0 778 795 626 1,120 

OcherLiahililles 1.01fi 2,296 1,519 1,88fi 2,145 

Accurnulated0[herCOmpmhensivelnmme 	 306 	(414) 	42 	 9 	(99) 

6eneralReserves 	 3,8]1 	3,965 	4,153 	4.615 	5,0G0 

Noce: Sub totals may tliffer fmm the sum oi amaunts ehown by i/-1 tlue la rountling a( tlecimal places nat tlisplayed 

Sourw: Highmark. 
(1) Certain 2010 6alances were retlassified m mnform m the 2~11 presen[ation. 
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Overview of Highmark Entities 

Subsidiaries 
Keystone Health Plan West (KHPW) 

►  Health maintenance organization (HMO) offering commercial, Medicare Advantage (Sewrity BIue) and direct pay coverage to 
individuals and groups in the 29 county region of Western Pennsylvania 

HM Health Insurence Company (HHIC~ 

►  HHIC conducts both direct written and assumed business 

• Direct Written Business 

— Small group market (2-50 mem6ers) in Westem and Central PennsYlvania and a portion of direct pay guaran[eed issue conversion 
business in Pennsylvania 

— West Virginia Medicare Advantage PPO employer group and direct pay business 

— Medicare Part D prescription drug coverage 

• Assumed Business 

— Effective January 1, 2011, HHIC assumed the remainder of the Pennsylvania insured business of Highmark Inc., with the exception 
of Medicare Advantage and certain wcial mission products, through a 100% coinsurance reinsurance agreement; this agreement 
was terminated on January 1, 2013 

Highmark Senior Resources ~HSR) 

►  HSR is not currently active 

Highmark West Virginia lnc. (HWV) 

►  HWV is a nonprofi[ health service corporation in West Virginia providing or administering insurance coverage, including commercial 
group and direct pay. HWV also provides coverage to members of the Federal Employees Health eenefits Program 

United Concordia Companies, Inc. (UCCI) 

►  UCCI is one of the nation's largest dental insurers, covering more than 8 million mem6ers in the United States and worldwide through a 
network of more than 72,000 participating dentists 



•~~ 
~~ 	~ ~„-„ ~,, ,. ,,~ ~, ,~.~:,,, ,, .. 
Overview of Highmark Entities (cont'd.) 

Subsidiaries (cont'd.) 

HVHC Inc. 

►  HVHC is a for-profit holding company for a portfolio of vision companies including Davis Vision, Inc., Viva Optique, Inc. and Visionworks 

of America, Inc. 

• Davis Vision, Inc. 

Davis Vision has been one of the nation's leading vision 6enefits companies for nearly 50 years. Davis Vision's national provider 
ne[work indudes more than 30,000 independent ophthalmologists and optometrists 

• Viva Optique. Inc. (Viva) 

— Viva has steadily grown to become a worldwide leader in ophthalmic frames and sunglasses distribution and manufaduring. 

Major brands indude GUE55 and Harley Davidson 

— In addition to its U.S. operations, Viva currently has six direc[ sales offices in the United Kingdom, France, Brazil, Canada, Japan and 

Hong Kong. The company has global distribution in more than 90 countries 

• Visionworks of America, Inc. (Visionworks) 

Visionworks operates over 500 retail optical stores in 40 states, and is the largest U.S. owned retail vision specialty chain 

HM Insurance Group, Inc. (HMIG) 

►  HMIG is a recognized leader in excess bss and reinsurance, including employer stop-loss, provider excess, workers mmp and HMO 
reinsurance. HMIG also offers a product portfolio of health risk solutions that indudes HM Worksite Advantage (critical illness, accident, 

disability income and term life insurance) 

►  Through HM Life Insurance Company and HM Life Insurance Company of New York, HMIG holds licenses in 50 states and the District of 

Columbia and is supported by 24 regional sales offices across the muntry 
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Overview of Highmark Entities (cont'd.) 

Subsidiaries (conYd.) 
Real Estate Group (Standard Property Corparetion (SPC) / Jenkins Empire Associates (lEA)) 

►  Standard Property manages real estate for Highmark and its subsidiary companies and affiliates and is responsible forthe acquisition, 
management, leasing and disposal of real estate and related asse[s, along with the design, construction and furnishings of office and 
related space 

~ Jenkins Empire Associates owns and operates Highmark's Fifth Avenue Place Building in downtown Pittsburgh 

HCI, Inc. (HCI) 

~ HCI is a for profit stock mrporetion domiciled in Vermont serving as a captive insurance company 

~ HCI is used ro insure certain risks (errors & omissions and directors & officers coverage) for Highmark and its subsidiaries 

Highmark Ventures Inc. ~HVI) 

~ HVI is a wholly owned for-profi[subsidiary that invests in venture capital investments for strategic operating purposes 

Affiliates 
Gateway Health Plan ~Gateway) 
►  Gateway is a 50% owned affiliate that Highmark jointly owns with Mercy Health Plan 

►  Gateway provides managed care services to Medicaid recipients in 22 counties across Pennsylvania as well as insurance to individuals 
eligihle for both Medicaid and Medicare under a Medicare Advantage contract with CMS in 27 Pennsylvania counties 

First Priority Health (FPH~ / First Priority Life Insurance Company (FPLIC) 

►  FPH and FPLIC are 40% owned affiliates that Highmarkjointly owns with Blue Cross of Northeastern PA 

►  Both companies offer commercial and direct pay insurance to mem6ers located in Northeastern PA 
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West Penn Allegheny Health System Overview 

~ W PAHS is the 2nd largest healthc~re provider in the Gmater 

Pittsburgh market 

• Five acute care hospitals operating "'1,600 inpatient beds 

and providing a full range of dinical services 

• The System's hospitals have over 1,700 physicians on the 

Med(cal Staff and the Physician Organization (or "PO") 

employs 600+ physicians 

• Provides training for 450 medical residents and 250 

nursing and allied health students annually 

• ~11,000 employees 

• Provides over $4 billion of economic value to the 

communities served~'~ 

• "17% of inpatient market share ~vs. °41 % market share 

of UPMC) in Greater Pittsburgh 

• Major providerof critical community medical services 

such as Level I trauma, neonatal intensive care, and burn 

care 
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Source: WPAHS. 
(1) 	Per Hospital and Heal[h System ot Pennsylvania Report, April 2011. 
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Brief History and Reputational Highlights 

►  Selec[ed FacilitY highlights indude~'~: 

• Allegheny General Hospital ("AGH")—established in 1855 (Licensed Beds: 631; FY2012 Discharges: ~ 

— Site of State's first trauma program, heart valve replacement surgery and CT scan; first oramong first in countryto perform 
heart transplantation, deep brain stimulation for Parkinson's, robotic kidney nephrectomy, prostate cryosurgery, spine 
microdiscectomy and air medical transportation 

— Ranked among nation'stop ti0 programs in cardiology and hEart surgery, gastroenterology and orthopedics; offers Spine 
Surgery Center of Excellence, Primary Stroke Center and Comprehensive Epilepsy Center 

• West Penn Hospital ("WPH") —established in 1848 (Licensed Beds: 265; FY2012 Discharges:0 

— Pittsburgh's first chartered public hospital and one of the nation's first teaching hospitals, region's first designated Magnet 

Hospital for nursing excellence 

• Forbes Regional Hospital ("FRH") —estahlished in 1978 (Licensed Beds: 350; FY2012 Discharges: 0 

Serves Pittsbur~h's eastem suburbs and western Westmoreland County: one of region's busiest emergency departments 

— Certified Chest Pain and Stroke Centers; Forbes Regional Heart Surgery Program; Joint and Spine and Women's and Infants 
Centers 

• Allegheny Valley Hospital ("AVH") —established in 1909 (Licensed Beds: 258; FY2012 Discharges:0 

— Offers a broad spectrum of inpatient and outpatient programs, induding medical and surgical services, psychiatric care, 
geriatric, cardlology, cancer care and orthopedics 

• Canonsburg Generel Hospital ("CGH")—esta6lished in 1904 (Licensed Beds 104; FY2012 Discharges~ 

— Advanced diagnostic and treatment services atcessihle on inpatient and outpatient basis; 16-bed inpatient rehabilitation unit; 
advanced orthopedics 

(l) 	Saurce:WPAMS. 
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Corporate Organizational Overview 

Allegheny 
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yyest Penn 
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Practice 
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Source- Hlghmark. 
(l~ WPAHSOpera[esAlleyhenyGeneralHOSpital,theWesternPennsylvaniaHospitalandFOrbesRegionalHOSpi[al. 
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Historical Financial Results 

WPAHS Consolidated Income Statement 
($ in mi!lionsJ 

Ne[ Pa[icn[ Service Revenve 51,428 51,452 $1,552 51,569 y1,SU4 S1,4/5 

Pmvision for Batl Debts ~44) (40) (401 (69) (69) (81) 

OlherRevenue 54 9 57 62 87 81 

Ne[ASSC[s Released hom Reshictions 7 5 5 4 5 4 
TMaI Unrestdcted Nevenues, Gains and Other Support 1,G94 1,6~9 1,5)3 1,561 1,527 1,478 

Salaries,WagesandFringeBene(its 827 871 893 858 849 866 

Pazien[CareSUpplies 2S6 293 299 299 DS 280 

Professional Gees and Purchased Services 106 ill 149 156 158 164 

General and Administra[ive 131 146 142 152 171 166 

Oepmciation and Amortization 62 69 55 ~4 61 66 

Interest 49 6] ]4 41 38 40 

Res[mcturing - 27 9 

Impairmen[ Loss 	 - 	 - 	 - 	 (~1) 	 - 	 - 

Investment Income 	 23 	 30 	 12 	 26 	 18 	 14 

Gif[santlDonations 	 - 	 1 	 1 	 1 	 51 	 59 

Losson ~ebt Re(inancing 	 (85) 	 - 	 - 	 - 	 - 	 - 

Gainfromdivestiture 	 - 	 - 	 - 	 - 	 10 	 - 

Gain (LOSSf in loint Venture Inves[menl 	 (6) 	 2 

Sourw: WPAHS 2007- 2011 Audlted Financial Statements, and WPAHS 2012 UnaudiYed Financial Statements. 
'Per WPAH52012 Unaudltetl Financial5tatements, which can be found at. htto://www.wuahs.orelsites/default/files/file/FY2012 annual.odf. 



~~ 
~, 	,. 	~ 	 ~u..,.i~~ „~ n~~:~i~i, ~ . .. ~ , 
Balance Sheet 

WPAHS Consolidated Balance Sheet 
(S ~n millionsJ 

Cash and Cash Equivalents 584 579 $122 $169 $165 $194 
Shor[-term Investments — 1 6 5 5 5 
Net Patient A¢oun[s Receivahle 188 171 ll0 161 132 137 
O[her Receivables 22 12 9 ].S 33 25 
Inventory 25 27 27 24 23 21 

Property and Equipment, Net 579 427 407 319 369 394 
Asse[s limited or Restricted as to Use 397 490 436 435 431 401 
OtherCurren[ASSets 12 14 17 22 33 15 
OtherNOncurrentASSets 73 71 59 59 56 JS 

Current Portion of Long-Term Deb[ 4 4 13 13 15 1G 
Long-Term De6t 629 826 813 800 792 879 

Accrued Pension Obligatian 129 125 222 298 19fi 279 

Acmunts Payable 65 86 79 107 SS 87 

OtherCurrentLia6ilities 95 99 97 85 134 104 
OCher Noncurrent Liahillties 112 108 116 118 123 138 

Net Asse[s (Deflci[~: 
Unmstric[ed {153) (230) (312) (435~ (357) (481) 
Temporarily Res[ricted 37 33 28 26 23 23 
Permanenty  Restric[ed 2fi3 242 196 207 234 223 

Source: W PAHS 2007 — 2D11 Audiled Financial Statements, and W PAH51012 Unaudired Financial Statements. 
"Per WPAHS 2012 Unaudited Financial Stztements, which can be fo~md at htto:Uwww.woahs ore/sites/default/files/file/FY2012 annual.odf. 


