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BEFORE THE INSURANCE DEPARTMENT 
OF THE 

COMMONWEALTH OF PENNSYLVANIA 
 

Statement Regarding the Acquisition of Control of or Merger with Domestic Insurers: 
 
Hospital Service Association of Northeastern Pennsylvania 
  d/b/a Blue Cross of Northeastern Pennsylvania; 
First Priority Life Insurance Company, Inc.; 
HMO of Northeastern Pennsylvania, Inc., 
   d/b/a First Priority Health 
 
By Highmark Inc. 

 
HIGHMARK INC. (“Highmark”) RESPONSE TO INFORMATION 

REQUEST 5.4.2.1 FROM  
THE PENNSYLVANIA INSURANCE DEPARTMENT 

 
REQUEST 5.4.2.1: 
 
 Provide a detailed description of governance, reporting lines and structure 
for regulatory oversight of economic transfers between or among each Highmark 
Entity and/or BCNEPA Entity. 
 
RESPONSE: 
 
 Highmark certifies that to the best of its knowledge, information and belief as 
follows: 
 

Upon closing of the Transaction, BCNEPA will merge into Highmark with 
Highmark being the surviving entity and FPH and FPLIC becoming direct, wholly owned 
subsidiaries of Highmark.  Except for the Merger, which, as a matter of law, will result in 
Highmark succeeding to all assets and interests of BCNEPA, including BCNEPA’s 
interests in FPH and FPLIC, there will be no economic transfers at closing between or 
among any Highmark Entity and/or BCNEPA Entity.  All future economic transfers will 
be subject to the provisions of the Pennsylvania Insurance Holding Company Law.  In 
this regard, Highmark has filed for the Department’s review and approval Administrative 
Services Agreements and Reinsurance Agreements to be entered into at closing between 
Highmark and each of FPH and FPLIC, respectively.  See the Confidential Supplement to 
Form A, at Tab 10.  All future economic transfers between and among each Highmark 
Entity (which will include the current BCNEPA Entities which become Highmark 
Entities as part of the Transaction) also will be subject to the provisions of the 2013 
Highmark Order to the extent applicable.  See Highmark’s response to Request 3.5. 

 
The Merger Agreement provides that, at closing, Highmark will amend its Bylaws 

to provide for the election for four (4) Class A Directors who are members of the 

HMI-000660

erbaker
Typewritten Text
0315

erbaker
Typewritten Text
16



2 

BCNEPA Board immediately prior to the Closing.  The Class A Directors will have the 
powers, rights and duties set forth in the amended Bylaws and as set forth in applicable 
law.  Such duties will include, without limitation, the duty, shared by all Highmark 
directors, to oversee economic transfers between and among Highmark and the Highmark 
Entities which, following the Merger, will include FPH and FPLIC. 

 
From an operations perspective, economic transfers between and among the 

various Highmark Entities following closing will be overseen by the same internal 
corporate structures that currently oversee such matters within the current Highmark 
holding company structure, subject to board direction and oversight and the provisions of 
the Holding Company Law.  Local operations are expected to be overseen by a market 
president with responsibility for the current BCNEPA service area. 
 
   
        Highmark Inc. 
        Fifth Avenue Place 
        120 Fifth Avenue 
        Pittsburgh, PA 15222 
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