BEFORE THE INSURANCE DEPARTMENT
OF THE
COMMONWEALTH OF PENNSYLVANIA

IN RE:

Application of UPE for Approval : Pursuant to Sections 1401, 1402 and 1403
of the Request by UPE to Acquire : of the Insurance Holding Companies Act,
Control of Highmark Inc.; First Priority : Article XIV of the Insurance Company
Life Insurance Company, Inc.; Gateway : Law of 1921, Act of May 17, 1921, P.L..
Health Plan, Inc.; Highmark Casualty : 682, as amended, 40 P.S. §§ 991.1401 -
Insurance Company; Highmark Senior ! 991.1403; 40 Pa.C.S. Chapter 61 (relating
Resources Inc.; HM Casualty Insurance : to hospital plan corporations); 40 Pa.C.S.
Company; HM Health Insurance Company, : Chapter 63 (relating to professional health
d/b/a Highmark Health Insurance Company; : services plan corporations); and Chapter 25
HM Life Insurance Company; HMO of : of Title 31 of The Pennsylvania Code,
Northeastern Pennsylvania, Inc., d/b/a First : 31 Pa. Code §§ 25.1-25.23

Priority Health; Inter-County Health Plan, Inc.;

Inter-County Hospitalization Plan, Inc.; : Order No. ID-RC-13-06

Keystone Health Plan West, Inc.; United
Concordia Companies, Inc.; United
Concordia Dental Plans of Pennsylvania,
Inc.; and United Concordia Life and Health
Insurance Company

APPROVING DETERMINATION AND ORDER

Upon consideration of the information, presentations, reports, documents and comments
received, as well as other inquiries, investigations, materials, and studies permitted by law,’ the
application (the “Application”) of UPE (the “Applicant”) to acquire control (the “Change of
Control”) of Highmark Inc.; First Priority Life Insurance Company, Inc.; Gateway Health Plan,
Inc.; Highmark Casualty Insurance Company; Highmark Senior Resources Inc.; HM Casualty
Insurance Company; HM Health Insurance Company, d/b/a Highmark Health Insurance
Company; HM Life Insurance Company, HMO of Northeastern Pennsylvania, Inc., d/b/a First

" These materials include, but are not limited to, information submitted to the Department by UPE and members of
the public, and the reports prepared for the Department by The Blackstone Group, L.P. (the “Blackstone Report”)
and Margaret E. Guerin-Calvert, Senior Consultant, Compass Lexecon (the “Guerin-Calvert Report™), All of the
publicly available materials submitted to the Department are available on the Department’s website at:
http://www.portal state.pa.us/portal/server.pt/community/industry_activity/9276/highmark west penn_allegheny he
alth system/982185




Priority Health; Inter-County Health Plan, Inc.; Inter-County Hospitalization Plan, Inc.;
Keystone Health Plan West, Inc.; United Concordia Companies, Inc.; United Concordia Dental
Plans of Pennsylvania, Inc.; and United Concordia Life and Health Insurance Company (the
“Highmark Insurance Companies”) and all other transactions included in the Form A which are
Subj ect to the Department’s jurisdiction and require approval of the Department are hereby
approved, subject to the conditions set forth below (collectively the “Conditions™).

Section 1402 of the Insurance Holding Companies Act requires the Department to
approve an application for a change in control unless the Department has found that:

(i) After the Change of Control, the Highmark Insurance Companies would not be able
to satisfy the requirements for the issuance of a license to write the line or lines of insurance for
which they are presently licensed,

(ii) The effect of the Change of Control would be to substantially lessen competition in.
insurance in this Commonwealth or tend to create a monopoly therein;

(iii) The financial condition of the Applicant is such as might jeopardize the financial
stability of a one or more of the Highmark Insurance Companies or prejudice the interests of any
policyholders;

(iv) The Change of Control, including but not limited to any material change in the
business or corporate structure or management of the Applicant or the Highmark Insurance
Companies as described in the Application is unfair and unreasonable to poJicyholders of the
Highmark Insurance Companies and not in the public interest;

(v) The competence, experience and integrity of those Persons who would control the
operation of any of the Highmark Insurance Companies are such that it would not be in the
interest of the policyholders of the Highmark Insurance Companies and the public to permit the
Change of Control;

(vi) The Change of Control is likely to be hazardous or prejudicial to the insurance
buying public; and

(vii) The Change of Control is not in compliance with laws of the Commonwealth.

The burden is on the Department to show a violation of the standards. The standards are
phrased in the negative and the Department is required to approve a transaction unless it finds

that any of the standards are met.




The Department finds that, with the imposition of the Conditions set forth below to
preserve and promote competition in insurance in the Commonwealth of Pennsylvania, to protect
the public interest, and to protect the financial stability of the Highmark Insurance Companies,
the Change of Control (and all other transactions included in the Application which are subject to
the Department’s jurisdiction and require approval of the Department) do not violate Section
1402 of the Insurance Holding Companies Act.

The form of the Second Amended and Restated Bylaws of Highmark Inc., as submitted to
the Department in connection with the Application, meet the statutory standards of 40 Pa.C.S.

§ 6328(Db).

This Approving Determination and Order shall be subject to the following Conditions, all
of which must be complied with in order for the approval of the Application to be valid. This
Approving Determination and Order is effective immediately.? The Department will issue further
full written findings and conclusions on or before May 31, 2013 that substantially reflect the

factual conclusions reached in the Blackstone Report and the Guerin-Calvert Report.

Competitive Conditions

Preamble: Both the WPAHS Entities and the Domestic Insurers
engage in confidential and competitively sensitive contract
negotiations with each other’s rivals that involve price and
non-price terms and product design. Common ownership of the
Domestic Insurers and the WPAHS Entities provides the
opportunity for each to obtain and make use of Competitively
Sensitive Information from rivals that could be used to the
potential detriment of consumers and competition. The ability of
rival insurers in the Western Pennsylvania area to develop and
obtain the benefits of innovative products and pricing depend on
their ability to contract with UPE-affiliated providers without risk of
disclosure to the Domestic Insurers. A risk to competition exists if
a Domestic Insurer can adversely affect any rival’s price and
non-price contract terms or deter innovation or access or limit
gains to innovation by obtaining and acting upon any rival’s
Competitively Sensitive Information. A risk to competition also
exists if Health Care Insurers or Health Care Providers enter into
contractual arrangements, including but not limited to
arrangements (known as “most-favored nation” arrangements)
that guarantee receipt of the best payment rate and/or terms

* The captions, headings and preambles in this Approving Determination and Order are for convenience and general
reference only and shall not be construed to describe, define or limit the scope, intent or meaning of any of the terms
or conditions of this Approving Determination and Order.
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offered to any other Health Care Insurer or Health Care Provider.
The following Competitive Conditions are designed to mitigate
potential adverse competitive effects on competition and on rivals
contracting with the Domestic Insurers and/or the WPAHS Entities
when under common ownership and to maximize market-based
access opportunities of unrelated providers and community
hospitals to the IDN and insurers to UPE Health Care Providers.

Prohibition On Exclusive Contracting

No Domestic Insurer shall enter into a contract or arrangement with any UPE Health Care
Provider which contract or arrangement requires the UPE Health Care Provider to
exclusively contract with one or more Health Care Insurers with respect to any Health
Care Service.

No UPE Entity shall, directly or indirectly, prohibit or limit the authority of any other
UPE Entity that is a Health Care Provider from entering into any contract or arrangement
with any Health Care Insurer. Exclusive contracts with specialized providers, such as
anesthesiologists or emergency room physicians, may be entered into by a UPE Entity
that is a Health Care Insurer with at least thirty (30) days’ prior written notice to the
Department, so long as the Department does not advise the requesting Health Care
Insurer that the Department either disapproves the request for approval or requests any
further information or explanation regarding the request for approval within such thirty
(30) day period.

Provider/Insurer Payment Contract Length Limitation

No Domestic Insurer shall enter into any contract or arrangement with any Health Care
Provider where the length of the contract (including but not limited to the initial term and
all renewal terms) is in excess of five (5) years, without the prior Approval of the
Department. No UPE Entity that is a Health Care Insurer domiciled in Pennsylvania shall
enter into any contract or arrangement with any Health Care Provider where the length of
the contract (including but not limited to the initial term together with all renewal terms)
is in excess of five (5) years, without the Approval of the Department.

Termination Of Current Health Care Insurer Contracts Other Than For Cause

Until December 31, 2015, no UPE Entity that is a Health Care Provider shall terminate a
Health Care Service reimbursement contract with any Health Care Insurer for a reason
other than for cause.

Prohibition On Most Favored Nation Contracts Or Arrangements

No Domestic Insurer shall enter into any contract or arrangement with any Health Care
Provider on terms which include a “most favored nation” or similar clause that
guarantees or provides that a Domestic Insurer will receive the best payment rate and/or
terms that such Health Care Provider gives any other purchaser or payor of the same or
substantially the same product or service.
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No UPE Entity that is a Health Care Provider shall enter into any contract or arrangement
with any Health Care Insurer which includes a “most favored nation” or similar clause
that guarantees or provides that the Health Care Insurer will receive the best payment rate
and/or terms that such UPE Entity gives any other purchaser or payor of the same or
substantially the same product or service.

Firewall Policy

UPE shall develop, implement, monitor the operation of and enforce strict compliance
with a Firewall Policy for UPE, UPE Provider Sub, and each UPE Entity that is a Health
Care Provider or a Health Care Insurer (and for such other UPE Entities as the
Department may require). The Firewall Policy shall be in a form and substance
acceptable to the Department. Within thirty (30) days after the issuance of this Approving
Determination and Order, UPE shall file with the Department, for the review and
Approval of the Department, a comprehensive Firewall Policy that includes but is not
limited to the elements set forth in Appendix 2 (Firewall Policy), which is attached hereto
and is incorporated herein by reference. Different Firewall Policies may be submitted for
separate UPE Entities or types of UPE Entities, provided that each such separate policy
shall substantially include all of the elements set forth in Appendix 2 (Firewall Policy)
and be accompanied by an explanation that describes the need for a separate policy. Once
Approved by the Department, each Firewall Policy (“Approved Firewall Policy”) shall be
made publicly available in accordance with the requirements of the Department. After
Approval of the Department of the Approved Firewall Policy, UPE shall cause each
applicable UPE Entity to maintain in full force the applicable Approved Firewall Policy.
No UPE Entity may make any material amendment, waive enforcement of or terminate
any material provision of its Approved Firewall Policy without the Approval of the
Department. Each UPE Entity required to have and to maintain an Approved Firewall
Policy shall give prompt notice to the Department of any other amendment, waiver or
termination of its Approved Firewall Policy.

On or before May 1 of each year, UPE shall file with the Department a report executed
by UPE’s President and its Chief Privacy Officer. The report shall be a public record,
shall be in a form and substance satisfactory to the Department and shall include the
following certification to the best of the President’s and Chief Privacy Officer’s
information, knowledge and belief: (i) at all times during the immediately preceding
calendar year, each UPE Entity subject to Condition 7 was governed by and operated in
accordance with a Department Approved Firewall Policy; (ii) at all times in the prior
calendar year each Approved Firewall Policy was fully implemented, monitored and
enforced in accordance with its terms, except as fully described in subsection (vi) below;
(iii) mandatory training of employees with access to any Competitively Sensitive
Information (including both current employees and all new hires) has occurred in
accordance with the terms of the applicable Approved Firewall Policy; (iv) each UPE
Entity that is subject to Condition 7 has obtained recertification biannually of each of its
employees with access to any Competitively Sensitive Information stating that the
employee has received a copy of the Approved Firewall Policy, understands the
Approved Firewall Policy and agrees to abide by the Firewall Policy; (v) no individual
with management oversight over all or part of both UPE’s provider and insurer business
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segments has used Competitively Sensitive Information obtained as part of his or her
oversight function to competitively disadvantage a rival Health Care Provider or Health
Care Insurer; (vi) each UPE Entity that is subject to Condition 7 has undertaken an
annual good faith review of the UPE Entity’s Approved Firewall Policy compliance for
the prior calendar year and that either (a) there were no violations or other breaches of the
applicable Approved Firewall Policy other than those for which the UPE Entity had
previously provided notice to the Department in accordance with the Approved Firewall
Policy, or (b) the Department has been provided with the non-reported breaches report
and corrective action plan required in Condition 9; and (vii) such other information as the
Department shall require.

9. UPE, UPE Provider Sub, and each UPE Entity that is a Health Care Provider or a Health
Care Insurer shall provide the Department with such information regarding its Approved
Firewall Policy and its implementation and enforcement as the Department shall from
time to time request. In addition to other information to be provided to the Department, a
report of non-reported breaches of the applicable Approved Firewall Policy, which shall
not be a public record, shall accompany the annual certification along with a corrective
action plan (which shall be satisfactory in form and substance to the Department) to
assure the Department of future, timely compliance with the Approved Firewall Policy
and to provide an explanation as to why prior notice of such breach had not been
provided to the Department. Approved Firewall Policy implementation and enforcement
shall be subject to review and/or examination by the Department, or consultants retained
by the Department at the expense of the UPE Entity, to the extent that the Department
believes that such review and/or examination is in the public interest.

Financial Conditions

Preamble: The following financial conditions are intended to:

(i) limit the amount of policyholder funds that may be transferred to
any Domestic Insurer's new parent entity or other Affiliates of the
parent; (ii) establish an enhanced standard of review and
assessment that is required to be undertaken prior to any
Domestic Insurer entering into additional material financial
commitments; (iii) implement ongoing reporting and monitoring
requirements related to a Domestic Insurer’s investments into the
WPAHS Entities, (iv) establish criteria for a plan of corrective
action to be prepared by UPE if the turnaround of WPAHS falls
short of certain targets; and (v) enhance the level of transparency
and accountability with respect to Highmark’s stated goal of
deriving tangible policyholder benefits, in the form of relative
premium and cost of care savings, related to financial
commitments made in connection with the Transaction.




10.

11.

- Limitations On Donations

Without the Approval of the Department, no Domestic Insurer shall make, or agree to
make, directly or indirectly, any Donation, which together with all other Donations made
or agreed to be made by that Domestic Insurer within the twelve (12) consecutive months
immediately preceding such Donation equals or exceeds the lesser of: (i) 3% of the
Domestic Insurer’s surplus as regards policyholders, as shown on its latest annual
statement on file with the Department; or (ii) 25% of the Domestic Insurer’s net income
as shown on its latest annual statement; provided, however, if UPE has filed pursuant to
Condition 15 a WPAHS Corrective Action Plan, any Donation made or agreed to be
made by any Domestic Insurer to any UPE Entity shall be restricted solely for use in
connection with implementing the Financial Commitments under and to the extent
provided in the WPAHS Corrective Action Plan, until such time as all Financial
Commitments related to the WPAHS Corrective Action Plan are satisfied. A Domestic
Insurer may not make or agree to make a Donation which is part of a plan or series of like
Donations and/or other transactions with other UPE Entities, the purpose, design or intent
of which is, or could reasonably be construed to be, to evade the threshold amount set
forth in this Condition and thus avoid the review that would occur otherwise.
Notwithstanding the foregoing, and in addition to the requirements of (i) and (ii) of this
Condition 10, in no event shall Highmark have any right, directly or indirectly, to make
any Donation under this Condition if the RBC Rating of Highmark is, or as a result of the
Donation is likely to be, 525% or below. This Condition 10 shall not apply to a Donation
made from a Domestic Insurer that is a direct or indirect subsidiary of Highmark to
Highmark or any subsidiary of Highmark. No Approval of the Department shall be
required under this Condition if Department approval for the Financial Commitment has
been obtained under 40 P.S. § 991.1405.

Financial Commitment Limitations

Any Financial Commitment made or agreed to be made to or for any Person by any of the
UPE Entities designated in this Condition, directly or indirectly, shall satisfy the
following requirements;

A. Due Diligence Standard. For all Financial Commitments: (i) the UPE Entity
making or agreeing to make any Financial Commitment shall conduct a
Commercially Reasonable Process to evaluate and assess the benefits and risks to
policyholders, subscribers or other stakeholders, as applicable, and whether the
Financial Commitment furthers and is consistent with the UPE Entity’s nonprofit
mission, if the UPE Entity is exempt from Federal taxation pursuant to Section
501(c)(3) of the Internal Revenue Code); and (ii) the terms of any Financial
Commitment shall satisfy the provisions of 40 P.S. § 991.1405, as if the Financial
Commitment transaction were made or agreed to be made between or among
members of the holding company system.

B. Transactions Requiring Only Notice. If the amount of any Financial
Commitment made or agreed to be made by one or more of the Domestic Insurers
equals or exceeds $100,000,000 in the aggregate (or if such Financial

7




12.

13.

Commitment, together with all other Financial Commitments made by one or
more of the Domestic Insurers, directly or indirectly, within twelve (12)
consecutive months immediately preceding the making of the Financial
Commitment causes the total to exceed $100,000,000), the Domestic Insurer(s)
making or agreeing to make such Financial Commitment shall deliver to the
Department written notice 30 days in advance of making or agreeing to make
such Financial Commitment (the “Financial Commitment Notice”). The Financial
Commitment Notice shall describe such Financial Commitment, and provide such
information as is required by 31 Pa. Code § 27.3 relating to material transactions,
together with such other information as the Department shall request. No notice is
required under this Condition if notice of the Financial Commitment is provided
to the Department pursuant to 40 P.S. § 991.1405.

C. Transactions Requiring Department Approval. Without the Approval of the
Department, no Domestic Insurer shall make or agree, directly or indirectly, to
make any Financial Commitment if: (i) the amount thereof, together with all other
Financial Commitments made or agreed to be made directly or indirectly by all of
the Domestic Insurers within the immediately preceding consecutive twelve (12)
months, equals or exceeds $250,000,000; (ii) the amount thereof is made in
connection with a Financial Commitment made or agreed to be made to a Person
(including but not limited to any Affiliates), together with all other Financial
Commitments between or among one or more of the UPE Entities, on the one
hand, and such Person (including but not limited to any Affiliates), on the other
hand, aggregate $250,000,000 or more; or (iii) the RBC Rating of Highmark is, or
as a result of the Financial Commitment is likely to be, 525% or below.

D. No Circumvention Mechanism. No Domestic Insurer may undertake any action
to delay any Financial Commitment or perform or agree to perform any Financial
Commitment in stages or steps, or take any other action with respect to any
Financial Commitment, the purpose, design or intent of which is, or could
reasonably be construed to be, to evade any of the foregoing requirements.

Disclosure Of Financial Commitments And Financial And Operational Information

On or before May 1 of each year, UPE shall file with the Department a report setting
forth: (i) all Financial Commitments made or agreed to be made by any UPE Entity
within the immediately preceding calendar year; and (ii) specifying the section of this
Condition pursuant to which such Financial Commitments were permitted to be made or
agreed to be made. UPE shall promptly and fully respond to questions or requests of the
Department for information in connection with such report.

Each year, no later than the date on which the financial statements are required to be filed
for the holding company system under Form B or otherwise filed pursuant to 40 P.S.

§ 991.1404 (a), UPE shall file with the Department, as a public record, audited financial
statements (including but not limited to all footnotes) of UPE prepared in accordance
with GAAP, for the immediately preceding calendar year. In addition, UPE shall file with



14.

the Department any letters from auditor(s) to management and any other information
requested by the Department.

UPE shall file with the Department a report setting forth the below listed financial and
operational information for the WPAHS Entities (the “Required WPAHS Financial and
Operational Information”). The Required WPAHS Financial and Operational Information
shall be filed quarterly for each quarter through the period ended June 30, 2015 (within
30 days after the end of the quarter) and thereafter annually on July 1 of each year.

A. The Required WPAHS Financial and Operational Information shall be presented
on the same basis as the information was presented for the immediately preceding
three (3) month period through the quarter ended June 30, 2015, or for each
annual report on the same basis the information was presented for the preceding
four (4) quarters of each year for which the annual report is required to be
delivered. For each quarterly report, the information shall be compared to the
WPAHS budget or forecast for such quarter and for each annual report, the
information shall be compared to the WPAHS budget or forecast for such year
and the Base Case financial projections. UPE shall make members of its
management team available to the Department on a timely basis for purposes of
reviewing the Required WPAHS Financial and Operational Information with the
Department and any consultants retained by the Department.

B. The Required WPAHS Financial and Operational Information shall include for
the WPAHS Entities:

(1)  Anincome statement displaying a level of detail consistent with the Base
Case Financial Projections for the WPAHS Entities as submitted by UPE
to the Department as part of UPE’s Form A filings (the “Base Case
Financial Projections™). To the extent that the income statement submitted
to the Department pursuant to this Condition differs from GAAP, a
reconciliation shall be submitted as well.

(2) A cash flow statement displaying a level of detail consistent with the Base
Case Financial Projections for the WPAHS Entities submitted by UPE to
the Department as part of UPE’s Form A. To the extent that the income
statement and cash flow statements submitted to the Department pursuant
to this Condition differ from GAAP, a reconciliation shall be submitted as
well.

3) A calculation of the WPAHS Entities’ Days Cash on Hand as defined in
the Master Trust Indenture (the “DCOH”), which shall present a level of
detail sufficient to reconcile the components of the calculation to the
income statement and balance sheets submitted as part of this Condition.

(4) A calculation of WPAHS Entities” Debt Service Coverage Ratio, as
defined in the Master Trust Indenture, which shall present a level of detail




15.

)

(6)

)

(8)

©)

(10)

(1)

(12)

(13)

sufficient to reconcile the components of the calculation to the income
statement and balance sheets submitted as part of this Condition.

A schedule of capital expenditures for all WPAHS Entities, and for each
WPAHS Entity for which information is requested by the Department,
during the applicable calendar quarter in question and grouped by
significant project categories.

A schedule of inpatient and outpatient discharge volume for the WPAHS
Entities in total and for each primary WPAHS Entity facility.

A schedule of occupancy rates for the WPAHS Entities in total and for
each primary WPAHS facility.

A schedule of salaried and non-salaried employees, including but not
limited to physicians, on an FTE basis for the WPAHS Entities in total and
for each primary WPAHS Entity operating segment (hospitals, physician
organization, etc.).

A schedule of occupied beds by each primary WPAHS Entity facility.,

A schedule of FTEs per occupied bed by each primary WPAHS Entity
facility.

Audited financial statements (including but not limited to all footnotes) of
WPAHS and WPAHS Affiliates specified by the Department prepared in
accordance with GAAP, for the immediately preceding calendar year
along with any letters from auditors to management.

If WPAHS files consolidated financial statements with any UPE Entity
other than WPAHS Affiliates specified by the Department, then UPE shall
deliver WPAHS’ consolidating financial statements showing its financial
position, results of operations, changes in cash flow and related footnotes
thereto of WPAHS and such specified WPAHS Affiliates on a standalone
basis.

Such other financial and operational information related to WPAHS and
the IDN Strategy as may be requested, from time to time, by the
Department.

WPAHS Corrective Action Plan

UPE shall prepare and produce to the Department a plan of financial and operational
corrective action for WPAHS (the “WPAHS Corrective Action Plan”) if either:

A. (i) From the date hereof through June 30, 2015, the aggregate amount of Financial
Commitments made or agreed to be made directly or indirectly by all UPE
Entities to the WPAHS Entities equals or exceeds $100,000,000 and (ii) the
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17.

WPAHS Entities have issuer ratings from two (2) of the Credit Rating Agencies
of less than investment grade; or

B. As of the quarter ended June 30, 2015, either (1) the WPAHS Entities’ net income,
as determined in accordance with GAAP (“Net Income™), has not been greater
than $0.00 after adjusting for any material non-recurring or unusual income,
including but not limited to all payments received from any UPE Entity outside of
the normal course of business and any Financial Commitments to the extent
included in such Net Income, for two (2) out of the previous four (4) consecutive
quarters; or (ii) DCOH, after adjusting for any material non-recurring or unusual
cash receipts and Financial Commitments, including but not limited to all
payments received from any UPE Entity outside of the normal course of business,
has not been equal to or greater than a value of sixty-five (65) days for two (2) of
the previous four (4) consecutive quarters.

If a WPAHS Corrective Action Plan is required to be prepared and produced to the
Department pursuant to Condition 15A or 15B, it shall be produced promptly upon
request or order of the Department to UPE and all such information when produced shall
be treated as confidential pursuant to an examination process or proceeding under 40 PS
§ 991.1406.

The WPAHS Corrective Action Plan shall specify, in reasonable detail, UPE’s intended
actions to be taken over the subsequent twelve to twenty-four (12-24) months that are
designed and anticipated to: (i) facilitate repayment or refinancing of the bond obligations
of the WPAHS Entities payable to Highmark (or any UPE Entity) and on terms that
would not require any Credit Enhancement Device from Highmark or other UPE Entities;
(i1) generate DCOH of at least sixty-five (65) days within eighteen (18) months and for
the foreseeable future thereafter; and (iil) generate net income of no less than $0 within
eighteen (18) months and for the foreseeable future thereafter.

A. In addition, the WPAHS Corrective Action Plan shall specify the intended
corrective actions that are proposed to be implemented, including but not limited
to the following potential actions that were referenced in UPE’s Form A filing:

(1) efficiency improvements and revenue opportunities; (ii) changes in
employment, including but not limited to in the number of employed physicians;
(iii) modifications to capital expenditure plans; (iv) reductions in unfunded
research; (v) non-core asset sales; (vi) restructuring of compensation and benefits;
and (vii) outsourcing.

B. The WPAHS Corrective Action Plan shall include but not be limited to: (i) an
estimate of total cost to adopt, implement and consummate the WPAHS
Corrective Action Plan—including but not limited to write-downs, one-time or
ongoing restructuring costs, anticipated litigation, consulting, legal and other
advisory fees and any future capital commitments—specifying UPE’s estimated
value for any WPAHS Entity-related investments held by Highmark or any other
UPE Entity, including but not limited to loans or bonds receivable, at the time of
the WPAHS Corrective Action Plan’s implementation and without consideration
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18.

19.

of potential contingency actions; and (ii) the amount of any funding needed by the
WPAHS Entities to fully pay for and carry out the WPAHS Corrective Action
Plan (the “WPAHS Required Funding”) and an acknowledgement that any
Donations made pursuant to Condition 10 will be restricted for use in paying the
WPAHS Required Funding to the extent of the amount of the WPAHS Required
Funding. :

C. Prior to submission, UPE shall have the WPAHS Corrective Action Plan
reviewed at its sole expense by an external financial expert, who shall conclude as
to the reasonableness of the plan and the sufficiency of the WPAHS Required
Funding and UPE’s stated actions for the purposes of limiting future WPAHS,
Highmark and/or UPE losses and/or the need for additional Financial
Commitments. The financial expert also shall assess the specific level of benefits
and costs to be borne by Highmark’s policyholders, as distinct from any franchise
benefits accruing to Highmark in the form of higher enrollment, revenue and
market share, and shall conclude as to the reasonableness of the value assigned by
UPE to Highmark’s investments in WPAHS.

Executive Compensation

UPE and Highmark shall ensure and maintain in effect a policy that any senior executives
of any UPE Entity who have been responsible for designing, recommending and/or
implementing the IDN Strategy have a meaningful portion of their long-term
compensation tied to the achievement of quantifiable and tangible benefits to
policyholders, if any, or to the charitable nonprofit entity, if the UPE Entity is exempt
from Federal taxation pursuant to Section 501(c)(3) of the Internal Revenue Code (the
“IDN Compensation Policy”). Within ninety (90) days after the date hereof, UPE shall
deliver to the Department a copy of the IDN Compensation Policy which satisfies the
foregoing requirements in a form and substance acceptable to the Department. Any
amendments to the IDN Compensation Policy shall be submitted to the Department
accompanied by a certification by the President of UPE that, to the best of his or her
information, knowledge and belief, the amendment to the IDN Compensation Policy
satisfies the requirements of this Condition. UPE shall report annually by May 1 of each
year the amount of the compensation paid to such senior executives and describe the
manner in which such compensation is consistent with the IDN Compensation Policy.

Meeting IDN Savings Benchmarks

On or before May 1 of each year, UPE shall file with the Department a report describing
in detail whether each Benchmark contained in Appendix 3 (Benchmarks), which
Appendix 3 is attached hereto and incorporated herein by reference, has been met or what
progress has been made toward meeting each Benchmark. The report shall include but
not be limited to a statement of savings achieved through implementation of the IDN
Strategy (the “IDN Savings”) during (i) the preceding calendar year; and (ii) in total since
consummation of the Affiliation Agreement. Each annual report shall quantify: (i) the
total savings realized by policyholders across all products and consumers compared to the
estimate of the cost of care that would have been incurred by policyholders if the
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Affiliation Agreement had not been consummated (the “Total IDN Savings”); (ii) the
relative savings realized by consumers on a per-member-per-month claims basis (the
“PMPM IDN Savings™); (iii) a comparison of the Total IDN Savings and PMPM IDN
Savings to the relevant projections provided in the Form A filing and shall provide a
detailed description of variances between the projections and actual savings achieved;
(iv) the annual and cumulative savings actually achieved by policyholders in the eight
categories for which projected savings were provided to the Department in the Form A,
which categories are set forth in Attachment 4 (Total IDN Savings Categories) or such
other categories as the Department may approve. UPE shall have the quantification of
savings and related explanations of variances reviewed by an external actuarial
consulting firm, which shall conclude as to the reasonableness of the methodologies used
for quantifying the savings. Within ninety (90) days of closing of the Affiliation
Agreement, UPE shall submit to the Department a detailed plan for the measurement and
reporting methodologies to be followed for compliance with this Condition. If the
Benchmark has not been met or if satisfactory progress has not been made toward
achievement of the Benchmark, the report shall specify what corrective actions will be
taken in order to assure that the Benchmark is met in a timely fashion. Specifically, if, as
of December 31, 2016, either the Total IDN Savings or the PMPM IDN Savings are less
than the amounts projected as part of the Form A filing, then, by April 1, 2017, UPE shall
file with the Department a detailed corrective action plan to maximize IDN Savings in the
future or otherwise generate tangible policyholder benefits in amounts sufficient to justify
the continued investment of policyholder funds in the IDN Strategy.

Public Interest/Policyholder Protection Conditions

20.

Consumer Choice Initiatives

Preamble: Consumer choice and other member cost-sharing
initiatives, including but not limited to tiered network products
based upon transparent, objective criteria that include quality and
cost, are procompetitive. These initiatives are consistent with
efforts to provide consumers with informed healthcare choices and
to incentivize consumers to consider the costs of healthcare and
quality of outcomes in choosing providers. The following
consumer choice initiative Condition is designed to prohibit
provider and insurer contracts that would prohibit or limit the ability
of Health Care Insurers to implement such consumer choice
initiatives.

After the issuance of this Approving Determination and Order, no Domestic Insurer shall
enter into a contract or arrangement with a Health Care Provider that prohibits and/or
limits the ability of any Domestic Insurer to implement Consumer Choice Initiatives,
without the prior Approval of the Department. After the issuance of this Approving
Determination and Order, no UPE Entity that is a Health Care Provider shall enter into a
contract or arrangement with a Health Care Insurer that prohibits and/or limits the ability
of the UPE Entity to implement Consumer Choice Initiatives, without the prior Approval
of the Department. This Condition does not prohibit a Domestic Insurer or a UPE Entity
that is a Health Care Provider from entering into a contract that provides volume
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21.

discounts, provided that such volume discounts are not conditioned upon or related to
commitments not to implement Consumer Choice Initiatives.

Affiliation And IDN Impact On Community Hospitals

Preamble: UPE indicates in its filings that vibrant and financially
healthy community hospitals are a key component of the IDN
Strategy. Community hospitals are viewed as high quality, lower
cost alternatives for healthcare delivery; and, thus, are projected
to be key partners. UPE acknowledges that its efforts to
reinvigorate the WPAHS Entities may result in some draw of
inpatients away from community hospitals to the WPAHS Entities,
but states that the IDN Strategy and UPE’s “Accountable Care
Alliance” strategy overall will increase inpatient admissions at
community hospitals, thereby resulting in a net increase in
community hospital inpatient admissions. To address concerns
that the Affiliation Agreement will adversely impact inpatient
admissions at community hospitals and risk the financial viability
of these community assets, the Department imposes Conditions
that require the monitoring and reporting of Affiliation Agreement
and IDN Strategy implementation impacts on community hospital
discharges, and Conditions requiring UPE to report any financial
commitments and other efforts to deliver more cost-effective
healthcare at community hospitals to further healthcare choices in
the Western Pennsylvania area.

On or before May 1 of each year, UPE shall submit a document (the “IDN-Community
Hospital Report™), which IDN-Community Hospital Report shall describe in detail for the
immediately preceding calendar year: (a) the number of discharges for each Domestic
Insurer at each hospital in the WPA service area, as such area is defined in connection
with the Form A (the “WPA Service Area”); (b) the number of discharges for each
Domestic Insurer at each hospital in its WPA Service Area for calendar year ended 2012
(“Base Year Discharge Data”); (c) a comparison of the discharge information in the
current IDN Certification against: (i) the discharge information provided by UPE under
the IDN Certification for the immediately preceding year, if any was required to be
provided; and (ii) the Base Year Discharge Data; (d) an analysis of whether and to what
extent Highmark’s affiliation with WPAHS and the implementation of the IDN Strategy
resulted in a net decrease in the Domestic Insurers’ discharges at its WPA Service Area
community hospitals; and (e) the amount and nature of any Financial Commitments by
any and all UPE Entities in community-based facilities and service in community
hospitals that any such UPE Entities have undertaken with each hospital (excluding any
hospitals of WPAHS and UPMC or their respective subsidiaries), including but not
limited to efforts to identify opportunities to deliver more cost-effective healthcare to
ensure a robust and vibrant network with meaningful choice in key service lines.

A. Within sixty (60) days after the date of an IDN-Community Hospital Report, the
Domestic Insurers shall submit to the Department a plan of operational corrective
action (“IDN Corrective Action Plan”) if the analysis set forth in the IDN-
Community Hospital Report for the year in question reflects a net decrease of
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10% or more in all of the Domestic Insurers’ discharges at their WPA Service
Area community hospitals with which they have a contract or arrangement. The
IDN Corrective Action Plan shall specify, in reasonable detail, the Domestic
Insurers’ intended commercially reasonable actions to be taken over the
subsequent twelve (12) months that are designed and anticipated to address the
reasons for the decrease in discharges relating to the Affiliation Agreement and
the IDN Strategy. The IDN Corrective Action Plan shall include but not be
limited to an estimate of total cost to adopt, implement and consummate the IDN
Corrective Action Plan.

B. The Domestic Insurers shall use commercially reasonable efforts to implement the
IDN Strategy in a manner that utilizes and enhances the role of community
hospitals in their respective WPA Service Areas to provide continued services to
the communities they serve.

Transition Plan Regarding UPMC Contract

Preamble: The Department recognizes that Highmark’s contract
with UPMC is scheduled to terminate on December 31, 2014, and
new or extended provider contracts may or may not be entered
into between the parties. The Department also recognizes that the
Application’s Base Case is premised on a non-continuation of the
UPMC Contract and that continuation of such contract may, based
on the Applicant’s projections, delay WPAHS’ financial recovery.
The potential termination of these provider contracts may be
disruptive to the Domestic Insurers’ enrollees and consumers of
UPMC healthcare services as that termination date is reached. In
the event of a contract termination and to minimize any adverse
impact on healthcare consumers and protect the public interest,
the Department imposes a transition plan condition on all
Domestic Insurers that have contract(s) with UPMC. The
Condition focuses on issues such as continuation of care and
access options available to the Domestic Insurers’ enrollees;
adequacy of the Domestic Insurers’ remaining provider networks;
and appropriate communications, as necessary, to inform
healthcare consumers of any issues with continued access to
certain UPMC facilities and practice areas.

22.  With respect to the possibility of a contract between or among one or more of the
Domestic Insurers and UPMC after December 31, 2014, the following shall apply:

A. If a Domestic Insurer secures UPMC’s assent to a new contract, combination,
affiliation, or arrangement (or an extension of the current contract that expires on
December 31, 2014) (“New UPMC Contract”), UPE shall notify the Department
in advance of the execution of the New UPMC Contract and provide the
Department with updated information, based on reasonable assumptions and
credible projections, on the impact of the terms of any New UPMC Contract on
the financial performance of WPAHS, as well as an independent analysis of an
expert on the impact of the New UPMC Contract on both the insurance and
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23.

provider markets in the region including but not limited to any effects on
competition.

If, however, one or more of the Domestic Insurers and UPMC do not enter into a
New UPMC Contract by July 1, 2014, then UPE shall file with the Department
and with the Pennsylvania Department of Health: (i) an update of the status of
negotiations between UPMC and such Domestic Insurer(s), including but not
limited to reasons that the parties have been unable to enter into a New UPMC
Contract; and (i1) a formal transition plan (the “UPMC Contract Transition Plan™)
no later than July 31, 2014 that sets forth such information as shall be required by
the Department and the Department of Health and which addresses such issues as
continuation of care; options available to subscribers to access Health Care
Providers; appropriate communication, as necessary, to subscribers, providers and
others regarding adequacy and changes in cost or scope of coverage. The UPE
Entities shall fully cooperate with the Department and the Department of Health
in coordinating with UPMC for the further development and, if necessary,
implementation of the UPMC Contract Transition Plan with the goal of
minimizing any disruption to consumers and the marketplace and ensuring that
such consumers continue to have access to quality healthcare in a competitive
marketplace.

Community Health Reinvestment

Preamble: Preamble: This Condition requires Highmark to
continue its commitment to non-profit activities directed fto the
betterment of overall community healthcare by fixing and
expressly making permanent a percentage of Highmark’s direct
written premiums that will be dedicated to Community Health
Reinvestment endeavors.

Commencing with calendar year 2014, Highmark shall annually dedicate to and pay for
Community Health Reinvestment Activities (“CHR”) an amount equal to 1.25% of all of
Highmark’s aggregate direct written premiums, as reported in the annual statement filed
by Highmark pursuant to Condition 23B (the “Annual CHR Payment Obligation”) for the
immediately preceding year.

A.

The Annual CHR Payment Obligation shall be calculated on a calendar year
basis. Notwithstanding the foregoing, (i) Highmark’s minimum Annual CHR
Payment Obligation (the “Minimum Annual CHR Payment Obligation™) shall be
equal to 1.25% of all of Highmark’s aggregate direct written premiums for the
2013 calendar year; and (ii) Highmark shall not be required to fund or commit to
fund Community Health Reinvestment Activities for 2014 in an amount in excess
of 105% of the Minimum Annual CHR Payment Obligation, and thereafter in an
amount in excess of 105% of the actual CHR Payment made (but in no event less
than the Minimum Annual CHR Payment Obligation) for the immediately
preceding calendar year. Highmark shall not be required to fund or commit to
fund any Community Health Reinvestment Activities to the extent that, at the
time of such funding or commitment, or after giving effect thereto, its RBC
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Rating level is, or is reasonably expected to be, less than 525%. If Highmark fails
to meet its Annual CHR Payment Obligation in any calendar year, the deficiency
in such payment obligation shall be paid by Highmark by May 1 of the following
calendar year into the Insurance Restructuring Restricted Receipt Account.

B. On or before March 31 of each calendar year, Highmark shall provide to the
Department a report, in form and substance acceptable to the Department, of
Highmark’s Community Health Reinvestment Activities for the prior calendar
year. ‘

C. The provisions of this Condition supersede and replace in their entirety any
obligation by Highmark pursuant to Condition 4 of the Department’s Decision
and Order dated November 27, 1996 (Docket No. MS96-04-098) (the “1996
Department Order”).

Miscellaneous Conditions

24.

25.

26.

Modification Of Prior Orders

Except as expressly provided in this Approving Determination and Order, nothing in this
Approving Determination and Order shall be construed to modify or repeal any term or
condition of any prior order or approval of the Department, including, but not limited to,
the 1996 Department Order.

The Department shall determine whether and to what extent any conflict or inconsistency
exists between or among this Approving Determination and Order and any term or
condition in any prior order(s) or approval(s) of the Department, and the Department
shall have the authority to determine what term or condition controls.

Department Costs And Expenses

The Department may retain at the reasonable expense of the UPE Entities, as determined
by the Department, any attorneys, actuaries, accountants and other experts not otherwise
part of the Department’s staff as, in the judgment of the Department, may be necessary to
assist the Department, regardless whether retained before, on or after the date of this
Approving Determination and Order, in or with respect to: (i) evaluation and assessment
of any certifications, reports submissions, or notices given or required to be given in
connection with this Approving Determination and Order; (ii) compliance by any of the
UPE Entities with this Approving Determination and Order; (iii) the enforcement, or any
challenge or contest to enforcement or validity, of the Conditions or otherwise of this
Approving Determination and Order, including, but not limited to, reviewing and
analyzing any certifications, reports, submissions or notices by or for any UPE Entity or
auditing and reviewing any books and records of any UPE Entity to determine
compliance with any of the Conditions; (iv) litigation, threatened litigation or inquiries or
investigations regarding, arising from or related to the Form A filing, the process
surrounding the approval of the Form A filing and/or this Approving Determination and
Order; and/or (v) the defense of any request or action to require public disclosure of
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27.

28.

29.

30.

31.

information that UPE or the Department deems confidential. The obligations of the UPE
Entities to the Department for all such costs and expenses shall be joint and several
obligations.

Modification Of Approving Determination And Order

Upon written request by a UPE Entity setting forth: (a) the specific Condition(s) for
which such UPE Entity seeks relief; (b) the reason for which such relief is necessary and
(c) an undertaking by such UPE Entity to provide all such further information as the
Department shall require to evaluate the request, the Department may evaluate and, after
evaluation of the request, the Commissioner, in the Commissioner’s sole discretion, may
grant relief, in whole or in part, from one or more of the Conditions as the Commissioner
may be deem appropriate.

The Commissioner reserves the right to impose additional conditions upon the approval
of the Transaction or modify the Conditions in this Approving Determination and Order
if, in his reasonable judgment (i) the consolidated financial position or results of
operation of the WPAHS Entities suffer or incur, or are reasonably likely to suffer or
incur, a material deterioration or material adverse change and the Commissioner finds
that such material deterioration or material adverse change might jeopardize the financial
stability of a Domestic Insurer or prejudice the interest of the policyholders of a Domestic
Insurer; (i1) the Commissioner finds that actions taken or proposed to be taken by any
UPE Entity might jeopardize the financial stability of a Domestic Insurer or prejudice the
interest of policyholders of a Domestic Insurer; and/or (iii) the Commissioner finds that
actions taken or proposed to be taken by any UPE Entity would substantially lessen
competition in insurance in this Commonwealth or tend to create a monopoly therein.

Settlement Of Litigation

Without the prior approval of the Commissioner, UPE and each UPE Entity agrees that it
will not settle, enter into a settlement agreement or otherwise consent to terminate
litigation where the result of such settlement or termination of litigation will be to affect
or impair in any way the objective or purpose sought by the Department in imposing or
establishing any Condition in this Approving Determination and Order.

Modification Of Affiliation Agreement

No UPE Entity which is a party to the Affiliation Agreement may amend, waive
enforcement of, modify, or enter into any other agreement or arrangement having the
effect of terminating, waiving or modifying, in any material respect, the terms or
conditions of the Affiliation Agreement, without the prior approval by the Commissioner.

Sunset Of Conditions

The Conditions contained in this Approving Determination and Order shall expire as
follows:
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32.

33.

34.

A. The following Conditions shall not expire: Conditions 1 and 2 (Prohibition on
Exclusive Contracting); 3 (Provider/Insurer Contract Length); 5 and 6
(Prohibition on Most Favored Nation Contracts or Arrangements); 7, 8, and 9
(Firewall Policy); 10 (Donations); 11 (Financial Commitment Limitations); 13
(one of the Public Disclosure of Financial Commitments and Financial and
Operational Information Conditions); 20 (Consumer Choice Initiatives); 23
(Community Health Reinvestment); 26 (Department Cost and Expenses); 27 and
28 (Modification of Approving Determination and Order); 29 (Settlement of
Litigation); 32 (Required Record Retention); 33, 34, and 35 (Enforcement); and
36 (Post Closing Obligations).

B. Unless a Condition is listed in Condition 31A or contains a specific expiration
date, the Condition shall expire on December 31, 2018, provided that the
Department may extend any of these Conditions for up to an additional five (5)
years if, in the judgment of the Department, such an extension is in the public
interest, and further provided that any expiration of any Condition shall not affect
or limit the obligations arising under such Condition prior to its expiration.

Required Record Retention

The books, accounts and records of each UPE Entity shall be so maintained and be
accessible to the Department as to clearly and accurately disclose the precise nature and
details of the transactions between and/or among any UPE Entity and/or other Person,
and to permit the Department to establish compliance with the Conditions or otherwise of
this Approving Determination and Order, including, but not limited to, such accounting
information as is necessary to support the reasonableness of any charges or fees to a
Person.

Enforcement

Each of the UPE Entities shall be subject to the jurisdiction of the Department for the
purpose of enforcing the terms or the Conditions or otherwise of this Approving
Determination and Order. Nothing in this Approving Determination and Order is
intended to create or enlarge the right of any Person to enforce, seek enforcement of,
and/or seek compliance by the UPE Entities with the terms and conditions of this
Approving Determination and Order.

To the maximum extent provided by law, a violation of any Condition shall constitute a
violation of 40 Pa.C.S. § 6105 (relating to penalties), which provides that any person who
violates a Department order made pursuant to 40 Pa.C.S. Chapter 61 (relating to hospital
plan corporations) or hinders or prevents the Department in the discharge of its duties
under that statute shall be guilty of a misdemeanor, and, upon conviction thereof, shall be
sentenced to pay a fine of not more than $ 3,000 or to be imprisoned for not more than six
months, or both, in the discretion of the court. This statute also provides that any act or
default by any corporation, association, or common law trust who violates a Department
order made pursuant to 40 Pa.C.S. Chapter 61 (relating to hospital plan corporations)
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35.

36.

37.

shall be deemed to be the act or default of the officers or directors who participated in
authorizing or effecting such act or default or who knowingly permitted it.

In addition to its powers otherwise available under applicable law, the Department may
apply to the Commonwealth Court for an order enjoining any UPE Entity or any director,
officer, employee or agent thereof from violating or continuing to violate any term or
condition of this Approving Determination and Order and for such other equitable relief
as the nature of the case and the interest of any Domestic Insurer’s policyholders,
creditors, shareholders, members or the public may require.

Post Closing Obligations Of UPE

If UPE proceeds with closing the Transaction and implements the Change of Control as
contemplated by Form A, UPE shall have been deemed to have agreed expressly to fully
and promptly comply with each Condition set forth in this Approving Determination and
Order. UPE shall have the obligation and responsibility to cause all UPE Entities to
comply with their respective obligations under this Approving Determination and Order,
including but not limited to the Conditions.

Highmark shall provide to the Department a list of closing documents for the Affiliation
Agreement and the JRMC Affiliation Agreement within five (5) days after consummation
of the Transaction and shall maintain the listed documents and make them available to
the Department for a period of not less than five (5) years from the date of this Approval
Determination and Order.

This Approving Determination and Order is effective immediately. The Department will

issue further full written findings and conclusions on or before May 31, 2013 that substantially

reflect the factual conclusions reached in the Blackstone Report and the Guerin-Calvert Report.

Date: April 29, 2013

Commonwealth of Pennsylvania
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Appendix 1 (Definitions)

In addition to the words or terms otherwise defined in the Approving Determination and
Order, as used in this Approving Determination and Order and the appendices thereto, the
following terms have the following meanings:

“1996 Department Order” shall have the meaning set forth in Condition 23C.

“Addendum 1” means Addendum No. 1 to Amendment No. 1 to Form A dated August
24,2012,

“Affiliate” means any present Person or any Future Person that, directly or indirectly
through one or more intermediaries, Controls, is Controlled by, or is under Common Control
with any other UPE Entity and their successors and assigns. “Affiliate” includes but is not
limited to all Persons in which any UPE Entity, directly or indirectly, has a membership interest.

“Affiliation Agreement” means the contract entered into between UPE, UPE Provider
Sub, Highmark, WPAHS and certain subsidiaries of WPAHS as specified therein dated October
31,2011, as amended by that certain Amendment No. 1 to Affiliation Agreement entered into as
of January 22, 2013, relating to the affiliation between or among the parties thereto.

“Annual CHR Payment Obligation” shall have the meaning set forth in Condition 23A.

“Approval of the Department” or “Approved by the Department” means, except as
otherwise provided in this definition: either (1) the Department expressly grants its written
approval to a written request by the applicable requesting party for Department approval; or (2)
within thirty (30) days after the receipt by the Department of the written request for approval, the
Department does not advise the requesting party that the Department either disapproves the
request for approval or requests any further information or explanation regarding the request for
approval. With respect to Condition 3 (Provider/Insurer Payment Contract Length Limitation),
Condition 7 (Firewall Policy) and Condition 21 (Consumer Choice Initiatives), “Approval of the
Department” means when the Department expressly grants its written approval to a written
request by the applicable requesting party for Department approval.

“Approved Firewall Policy” shall have the meaning set forth in Condition 7.

“Base Case Financial Projections” means the WPAHS financial projections for fiscal
years 2013-2017 as prepared by Highmark, dated January 16, 2013 and submitted by UPE to the
Department as Exhibit K to Amendment No. 2 to Form A.

“Base Year Discharge Data” shall have the meaning set forth in Condition 21.

“Benchmark” shall have the meaning set forth in Appendix 3 (Benchmarks).

“Commercially Reasonable Process” means such due diligence and evaluative process

that would be customarily performed by parties to an arm’s length transaction in the geographic
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area in which the Financial Commitment is to be made in order to assess the merits and risks of a
Financial Commitment and the financial, operational and policy effects to the involved UPE
Entity. This includes but is not limited to obtaining, where commercially appropriate and
reasonable or to the extent required by law, of a third party fairness opinion or fair market value
analysis of such Financial Commitment or other financial analysis and/or stakeholder cost-
benefit assessment as may be customarily or reasonably expected to be performed in connection
with such a transaction. |

“Competitively Sensitive Information” means any information that is not available
publicly that could potentially affect competitive innovation and/or pricing between or among
one or more UPE Entities and the rivals of such UPE Entities at the provider and/or insurer
levels. At a minimum, “Competitively Sensitive Information” includes but is not limited to: (i)
present and future reimbursement rates by payor; (ii) payor-provider reimbursement contracts;
(iii) terms and conditions included in agreements or arrangements between payors and providers,
including but not limited to discounts in reimbursements in agreements; (iv) reimbursement
methodologies including but not limited to provisions relating to performance, pay for
performance, pay for value, tiering of providers; and (v) specific cost and member information,
and revenue or discharge information specific to the payor.

“Community Health Reinvestment Activity” means community health services and
projects that improve health care or make health care more accessible. The term includes
funding, subsidization or provision of the following: (i) health care coverage for persons who are
determined by recognized standards as determined by the Department to be unable to pay for
coverage; (ii) health care services for persons who are determined by recognized standards to be
uninsured and unable to pay for services; (iii) programs for the prevention and treatment of
disease or injury, including but not limited to mental retardation, mental disorders, mental health
counseling or the promotion of health or wellness; and (iv) such other services or programs as
the Department may approve, including but not limited to health or mental health services for
veterans, and the prevention of other conditions, behaviors or activities that are adverse to good
health as well as donations to or for the benefit of health care providers in furtherance of any of
the foregoing purposes. “Community Health Reinvestment Activity” does not include
expenditures for advertising, public relations, sponsorships, bad debt, administrative costs
associated with any Domestic Insurer, programs provided as an employee benefit, use of
facilities for meetings held by community groups, or expenses for in-service training, continuing
education, orientation or mentoring of employees.

“Consumer Choice Initiatives” mean tools and methods that assist consumers in making
informed healthcare decisions that reflect differences in the price, cost and quality of care
provided. These initiatives may include but are not limited to tools that enable consumers to
compare quality and cost-efficiency of medical treatments, healthcare goods and services and
providers, and incentives such as tiered network health plan benefit designs that reward patients
who choose to use healthcare resources more efficiently. The term “Consumer Choice
Initiatives” specifically includes but is not limited to products that include Tiering and Steering
as part of their product design.

22




“Control,” “Controlling,” “Controlled by” or “under Common Control with” have the
meaning given to those terms in 40 P.S. § 991.1401.

“Credit Enhancement Device” means any letter of credit, guaranty, line of credit,
insurance or any other device, arrangement or method, financial or otherwise, given or provided
as security or assurance for the payment of the principal of, premium, if any, or interest on, the
applicable debt.

“Department” means the Insurance Department of the Commonwealth of Pennsylvania.

“Domestic Insurers” means the following Pennsylvania domestic insurers to which the
Form A applies: Highmark Inc.; Highmark Casualty Insurance Company, a Pennsylvania stock
insurance company; Highmark Senior Resources Inc., a Pennsylvania stock insurance company;
HM Casualty Insurance Company, a Pennsylvania stock insurance company; HM Health
Insurance Company, d/b/a Highmark Health Insurance Company, a Pennsylvania stock insurance
company; HM Life Insurance Company, a Pennsylvania stock insurance company; Keystone
Health Plan West, Inc., a Pennsylvania business corporation and licensed health maintenance
organization; United Concordia Companies, Inc., a Pennsylvania stock insurance company;
United Concordia Dental Plans of Pennsylvania, Inc., a Pennsylvania business corporation and
licensed risk-assuming PPO; and United Concordia Life And Health Insurance Company, a
Pennsylvania stock insurance company. “Domestic Insurers” also includes but is not limited to
any Health Care Insurer hereafter formed, acquired or organized directly or indirectly by or for
any of the foregoing or by any other UPE Entity. The term “Domestic Insurers” shall not include
First Priority Life Insurance Company, Inc.; Gateway Health Plan, Inc.; HMO of Northeastern
Pennsylvania, Inc., d/b/a First Priority Health; Inter-County Health Plan, Inc.; or Inter-County
Hospitalization Plan, Inc. to the extent that those entities are not used, directly or indirectly, to
circumvent, affect or impair the purpose or intent of any Condition.

“Domestic Insurer Competitively Sensitive Information” means Competitively Sensitive
Information originated by, received and/or held, directly or indirectly, in any form by or for any
Domestic Insurer.

“Donation” means any contribution, grant, donation, distributions under 40 P.S.
§ 991.1405 or other transfer or payment of funds, property or services (or a commitment to make
a Donation), whether made directly or indirectly, in cash or in kind, by any UPE Entity to any
other UPE Entity or to any other Person; provided, however, that “Donation” shall not include
any transfer or payment made in exchange for the fair value of goods or services received by the
transferring or paying Person. An expenditure made for a Community Health Reinvestment
Activity is not a “Donation”, so long as the expenditures are for the direct provision of
community health services and direct funding of projects that improve health care or make health
care more accessible. Donations that are in furtherance of the Affiliation Agreement, the JRMC
Affiliation Agreement and any affiliation agreement with SVHS; and/or are capital expenditures
related to the IDN or the IDN Strategy are not to be considered as Community Health
Reinvestment Activity for the purposes of this definition of “Donation.”
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“Financial Commitment” means any direct or indirect payment or transfer of any cash or
other property, any Donation, provision of services, encumbrance upon or granting of any
security interest in or to any assets or properties, or the direct or indirect guaranty or incurrence
of any contractual obligation or liability. The term “Financial Commitment” includes, but is not
limited to, the acquisition of any assets or properties of or interests in, the merger, consolidation
or affiliation with, or the entering into of any financial or contractual relationship with, any
Person, except for: (i) any Financial Commitment made in the ordinary and usual course of the
UPE Entity’s business; or (ii) any amounts expressly required to be paid without any further
consent of any Person and pursuant to the current provisions of the Affiliation Agreement,
JRMC Affiliation Agreement and/or any affiliation agreement between Highmark and SVHS
acceptable to the Department. Without limiting the generality of the foregoing, (i) until June 30,
2017, a Financial Commitment shall include but is not limited to (A) any advance payment by a
Domestic Insurer to a WPAHS Entity pursuant to or in connection with a contract or
arrangement for the payment or reimbursement for Health Care Services; or (B) an increase in
contractual rates pursuant to or in connection with a contract or arrangement for the payment or
reimbursement for Health Care Services between or among any Domestic Insurer and any
WPAHS Entity in excess of the level of increase set forth in the Base Case Financial Projections;
and (ii) in no event shall any Financial Commitment relating to the acquisition of any assets or
properties of or interests in, the merger, consolidation or affiliation with, or any Donation to or
investment in, any Person in connection with the IDN Strategy, as it may be renamed, modified
or replaced, be considered to be in the ordinary course of business.

“Financial Commitment Notice” shall have the meaning set forth in Condition 11B.

“Firewall Policy” means a written course of action that governs the use, disclosure,
release, dissemination or sharing of Competitively Sensitive Information between and/or among
each UPE Entity and the employees, contractors, officers, directors, managers or other personnel
of other UPE Entities. Without limiting the scope of any Firewall Policy, a Firewall Policy shall
restrict each Domestic Insurer’s and its directors’, officers’, employees’ and agents’ knowledge
and ability to influence, directly or indirectly, the negotiations of other UPE Entities with rival
insurers, and, conversely, shall restrict other UPE Entities’ and their directors’, officers’,
employees’ and agents’ knowledge and ability to influence, directly or indirectly, any Domestic
Insurer’s negotiations with rival Health Care Providers.

“Form A” means the Form A filed by UPE, as applicant, with the Department on
November 7, 2011, as amended and supplemented by filings made by UPE with the Department.

“GAAP” means generally accepted accounting principles, consistently applied.

“Health Care Insurer” means the Highmark Insurance Companies or any other related or
unrelated insurance company, health plan corporation, professional health services plan
corporation, health maintenance organization, preferred provider organization or other Person in

the business of insurance that finances or pays for health care goods and/or services.

“Health Care Provider” means a Person licensed, certified or otherwise authorized or
permitted by the laws of the Commonwealth of Pennsylvania or any other state to provide or
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perform a Health Care Service in the ordinary course of business or practice of a profession and
any other Person who furnishes, bills, or is paid for health care in the normal course of business,
including but not limited to a physician, dentist, hospital, nursing home, assisted living provider,
home health agency or any other Person that would constitute a “health care provider” pursuant

to Federal HIPAA privacy laws (45 C.F.R. § 160.103).

“Health Care Service” means any medical or health care service including but not limited
to the treatment or care of an individual or administration of any medical service or medical
goods or supplies or dispensing of any medical goods or supplies.

“Highmark” means Highmark Inc., a Pennsylvania nonprofit corporation licensed to
operate a hospital plan and a professional health services plan and its successors and assigns.

“Highmark Affiliates” means all Affiliates of Highmark. The term includes but is not
limited to all of the Domestic Insurers (other than Highmark).

“Highmark Entities” or “Highmark Entity” means, individually and/or collectively,
Highmark and Highmark Affiliates.

“Highmark Insurance Companies” shall have the meaning as set forth in the first
paragraph of this Approving Determination and Order.

“IDN” means all aspects of and all Persons involved or to be involved with the integrated
delivery network proposed by UPE referred to in Addendum 1 and which is referenced on page 1
of Addendum 1 (wherein UPE states that *“. . . UPE proposed the change in control as part of a
strategy to implement an integrated delivery network (IDN)”). The IDN is further described
throughout the Form A and elsewhere in documents filed by UPE. The IDN includes but it’s not
limited to the Affiliation Agreement, the JRMC Affiliation Agreement, and proposed affiliation
agreement with SVHS, the expansion of the provider network (physicians, community hospitals
and medical malls), infrastructure development (including but not limited to the acquisition,
expansion, development, improvement or construction of Health Care Services, Health Care
Providers, facilities, physician practice management companies and group purchasing
organizations), other relationships with individuals or Persons included in the Provider Group
and any other activity that has been, is being or is expected to be included in the IDN when the
IDN is fully implemented.

“IDN Compensation Policy” shall have the meaning set forth in Condition 18.
“IDN Savings” shall have the meaning set forth in Condition 19.

“IDN Strategy” refers to UPE’s strategy to implement the IDN.

“Insurance Restructuring Restricted Receipt Account” means the restricted receipt

account in the Pennsylvania State Treasury established by Section 7 of Act 62, 40 P.S.
§ 991.1403b.
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“JRMC” means Jefferson Regional Medical Center, its successors and assigns.
“JRMC Affiliates” means all Affiliates of JRMC.

“JRMC Affiliation Agreement” means that certain affiliation agreement by, between and
among UPE, UPE Provider Sub, Highmark, JRMC, the subsidiaries of JRMC and Jefferson
Regional Medical Center Foundation dated as of August 13, 2012.

“Master Trust Indenture” shall have the meaning set forth in the Affiliation Agreement.

“Minimum Annual CHR Payments Obligation” shall have the meaning set forth in
Condition 23A.

“Net Income” shall have the meaning set forth in Condition 15B.
“New UPMC Contract” shall have the meaning set forth in Condition 22A.

“Person” means any individual, corporation, partnership, limited liability company, trust,
association, employee pension plan or stock trust or other entity or organization, including but
not limited to any governmental or political subdivision or any agency or instrumentality thereof.

“PMPM IDN Savings” shall have the meaning set forth in Condition 19.

“Provider Group” refers to the Persons included or to be included in the “Provider
Group” shown on the Proposed Corporate Structure after Tab N to Addendum 1.

“RBC Rating” means the risk-based capital level of a Health Care Insurer determined in
accordance with the insurance laws and requirements of the Commonwealth of Pennsylvania as
amended from time to time and in a manner acceptable to the Department.

“Required WPAHS Financial and Operational Information” shall have the meaning set
forth in Condition 14.

“Steering” means any practice, process or arrangement the effect of which is directly or
indirectly to encourage, direct or maneuver a Person into a course of action, e.g., choice of
healthcare, by offering structured economic incentives that vary by their value to the consumer
or other Person.

“SVHS” means Saint Vincent Health System, a Pennsylvania nonprofit corporation, its
successors and assigns.

“SVHS Affiliates” means all Affiliates of SVHS.
“SVHS Entities” or “SVHS Entity” means SVHS and all SVHS Affiliates, collectively

and individually.
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“Tiering” means a method or design of a health care plan in which a Health Care
Providers are assigned to different benefit tiers based on the Health Care Insurer’s application of
criteria to Health Care Providers’ relative costs and/or quality, and in which enrollees pay the
cost-sharing (co-payment, co-insurance or deductible) associated with a Health Care Provider’s
assigned benefit tier(s).

“Total IDN Savings” shall have the meaning set forth in Condition 19.

“Transaction” means the proposed Change of Control relating to the Highmark Insurance
Companies as reflected in the Form A, together with all other related transactions and all aspects
of the IDN Strategy, including but not limited to the Affiliation Agreement, the JRMC
Affiliation Agreement, the expansion of the provider network (physicians, community hospitals
and medical malls), the development of infrastructure (physician practice management
companies and group purchasing organizations), formation of other relationships with
individuals or entities included in the Provider Group, and any other activity that has been, is
being or is expected to be included in the IDN when the IDN Strategy is fully implemented.

“UPE” means the Pennsylvania nonprofit corporation of that name formed on October
20, 2011, being the ultimate parent entity, and its successors and assigns.

“UPE Entity” or “UPE Entities” means individually and/or collectively UPE and
Affiliates of UPE, including, but not limited to, UPE Provider Sub, Highmark, all Highmark
Affiliates, WPAHS, and all WPAHS Affiliates, JRMC, and all of JRMC Affiliates, SVHS and
all SVHS Affiliates, any entity Controlled by any of the foregoing, and their respective
successors and assigns.

“UPE Health Care Provider Competitively Sensitive Information” means Competitively
Sensitive Information originated by and/or held in any form by each business unit, e.g., each
hospital (including, but not limited to, WPAHS and JRMC), each physician group, and other
UPE Entities on the IDN side of UPE’s business.

“UPE Provider Sub” means the Pennsylvania nonprofit corporation of that name formed
on October 20, 2011 as referenced on page 7 of the Form A, its successors and assigns.

“UPMC” means University of Pittsburgh Medical Center and/or any and/or all of its
Affiliates, its successors and assigns.

“UPMC Contract Transition Plan” shall have the meaning set forth in Condition 22B.
“WPA Service Area” shall have the meaning set forth in Condition 21.

“WPAHS” means West Penn Allegheny Health System, Inc., a Pennsylvania nonprofit
corporation, its successors and assigns.

“WPAHS Affiliates” means all Affiliates of WPAHS.

“WPAHS Corrective Action Plan” shall have the meaning set forth in Condition 15.
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“WPAHS Due Diligence Information” shall have the meaning set forth in the Affiliation
Agreement.

“WPAHS Entities” or “WPAHS Entity” means, individually and/or collectively, WPAHS
and all WPAHS Affiliates.

“WPAHS Tax-Exempt Bonds” shall have the meaning set forth in the Affiliation
Agreement.
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Appendix 2 (Firewall Policy)

Firewalls are a class of provisions that govern both the dissemination and/or sharing of
Competitively Sensitive Information between and/or among the formerly independent operations
of each UPE Entity and the personnel from each such entity that can be involved in decision-
making and engaged with its rivals (who are suppliers or customers) at other UPE Entities. The
purpose of developing and implementing a firewall policy is to avoid the inadvertent or
intentional disclosure of Competitively Sensitive Information that could potentially reduce
substantially competitive innovation or pricing between and/or among the vertically integrated
entities and their rivals at the provider and insurer levels.

With respect to each UPE Entity, it is also imperative from a competitive perspective to
establish firewalls that prevent persons with influence over managed care contracts and related
reimbursements on the health plan side from obtaining information on rival managed contracts
and related reimbursements on the provider side.

With this Condition, each UPE Entity shall develop and submit a firewall policy to the
Department for approval. Different Firewall Policies may be submitted for separate UPE Entities
or types of UPE Entities.

At a minimum, the Firewall Policy shall incorporate each of the following factors:

. UPE, UPE Provider Sub, Highmark, WPAHS, JRMC, and SVHS senior
. management involvement and support;

. Corporate firewall compliance policies and procedures;

. Mandatory training and education of current and new employees;

. Monitoring, auditing and reporting mechanisms;

. Consistent disciplinary procedures for violation of the Firewall Policy and

incentives to ensure compliance; and

. A recusal policy to reduce the risk of senior management’s involvement in the
review and approval of contracts or arrangements containing Competitively
Sensitive Information to which they should otherwise not have access.

From a competitive perspective, the following principles shall guide the development and
implementation of an effective Firewall Policy among the UPE Entities’ vertically integrated
hospitals/providers and its insurers relating to personnel and decision-making:

. Separate managed care contracting information and activity of the hospital and of
the insurer segments, including but not limited to the personnel who engage in
decision-making and contracting with suppliers (customers);
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. Firewall mechanisms that prevent sharing of Competitively Sensitive Information
among persons at the hospital and insurer entities, with clear definition of what
constitutes Competitively Sensitive Information; and

. Clear confidentiality policies, procedures and protocols that describe the specific
persons and positions that can have access to Competitively Sensitive Information
with clear policies and procedures for monitoring or auditing compliance with
established firewalls, reporting of violations, and remedial actions taken in the
event of a violation of the firewall.

Firewalls to prevent the dissemination of competitively sensitive information are
common among vertically integrated firms, particularly integrated hospitals and insurance
entities. At a minimum, each UPE Entity’s Firewall Policy shall prohibit the exchange of
Competitively Sensitive Information, including but not limited to:

. Present and future reimbursement rates by payor;
. Payor-provider reimbursement contracts;
. Terms and conditions included in agreements or contracts between payors and

providers including but not limited to discounts in reimbursements in agreements;

. Reimbursement methodologies including but not limited to provisions relating to
performance, pay for performance, pay for value, tiering of providers; and

. Specific cost and member information and revenue or discharge information
specific to the payor.

FEach UPE Entity’s Firewall Policy shall incorporate monitoring, auditing and reporting
mechanisms and provide consistent disciplinary procedures for violation of the Firewall Policy
and incentives to ensure compliance, including but not limited to acknowledgement and
certification by each employee or independent contractor with access to Competitively Sensitive
Information of the employee’s or independent contractor’s responsibility to report actual or
potential violations with the understanding that such reporting will not result in retribution.
Employees also shall be required to affirmatively acknowledge that failure to report such
information may subject the employee to disciplinary action and independent contractors shall be
required to acknowledge that failure to report such information shall constitute cause for
termination of such independent contractor’s contract.

UPE’s Firewall Policy shall include but not be limited to a whistleblower protection/anti-
retaliation policy acceptable to the Department that specifically includes but is not limited to
reports of Firewall Policy violations. The Firewall Policy may reference a whistleblower
protection/anti-retaliation policy of UPE or another UPE Entity so long as that
whistleblower/anti-retaliation policy is acceptable to the Department.
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Appendix 3 (Benchmarks)

The following are the benchmarks (the “Benchmarks”) referred to in Condition 19:

0 $3,000 lower yearly premiums for a family of four by Fiscal Year 2016 relative to a “no

transaction scenario” as described in the Form A.

[0 10% cost savings on inpatient spend on enrollees that remain with the Domestic Insurers that
are Health Care Insurers.

1 10% cost savings on outpatient spend on enrollees that remain with the Domestic Insurers
that are Health Care Insurers.

1 Achieve estimated IDN cost savings relative to a “no transaction scenario” as described in
the Form A in the following amounts:

Period With UPMC at Non-Par after 12/31/2014 | With UPMC at Par after 12/31/2014
TOTAL | Utilization IDN TOTAL | Utilization IDN
Shift Implementation Shift Implementation
*CY14 $12M $80M ($68M) ($91M) $33M ($215M)
*CY15 ($233M) $4M ($238M) ($298M) | ($15M) ($283M)
*CY16 ($261M) $14M ($275M) ($447M) | ($15M) ($432M)

* “CY” means calendar year
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1)
2)
3)
4)
3)
6)
7)
8)

Oncology Shift
Utilization Shift
Reimbursement
Healthier Population
Right Setting

Right Treatment
Cost/Quality

Other

Attachment 4 (Total IDN Savings Categories)
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