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INTRODUCTION

Vibra Health Plan, Inc. (“VHP") is a Pennsylvania stock business corporation licensed to
operatc as a Pennsylvania risk-assuming Preferred Provider Organization (“PPO”). VHP
obtained its Certificate of Authority from the Department on October 26, 2015. VHP’s sole line
of business is Medicare Advantage, under contract with the Federal Centers for Medicare and
Medicaid Services (“CMS™) for 2017-- its first Medicare Advantage contract. Capital BlueCross
(“CBC"), the Applicant, is a Pennsylvania hospital plan corporation operating under Capital Blue

in twenty-one central Pennsylvania counties, and has numerous Blue-branded and non-Blue-
branded subsidiaries.

CBC intends to acquire control of VHP by purchasing 88.3% ownership in VHP’s
immediate parent Vibra Health Plan Holdings, LLC (“Holdings™) in exchange for the Purchase
Price (see section B). Upon closing of the transaction, Holdings will be owned by CBC with
88.3%, and a minority owner, Hollinger Health, LLC, with 11.7%.

ITEM 1: INSURER AND METHOD OF ACQUISITION

A. Domestic Insurer Domicile
Vibra Health Plan, Inc., (“VHP”) Pennsylvania
4000 Crums Mill Road
Suite 201

Harrisburg, PA 17112
NAIC No. 15793

B. Method of Acquisition

Upon approval by the Department, and the satisfaction of other conditions to closing
which are customary in transactions of this type and scope, and in exchange for $13,250,000 (the
Purchase Price), and as identified in the confidential Exhibit A. CBC will acquire approximately
88.3% ownership, and will become managing member of, Holdings, thus acquiring control of
VHP.

Currently, Holdings is owned by Hollinger Health, LLC (72.5%) and by MAF Holdings,
LLC (27.5%). Contemporaneously with the closing of this transaction, Holdings will purchase
all of the MAF Holdings, LLC interests, and MAF Holdings, LLC will no longer have any
interest in Holdings, and thus no interest in VHP', CBC will acquire its interests in Holdings
directly from Holdings, such that, at closing, the only owners of Holdings will be CBC (88.3%)

and Hollinger Health, LLC (11.7%). No part of the Purchase Price is being used to satisfy and
redeem the interests of MAF Holdings, LLC,

"It is the Applicant’s understanding that the transaction by which MAF Holdings, LLC divest itself of any interest
in Holdings will be addressed in an exemption from acquisition of control filing to be submitted between the
date hereof and the closing of the transaction which is the subject of this filing,
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The Purchase Price will be paid in cash from CBC’s unassigned surplus with the
proceeds to be applied as outlined in the confidential Exhibit A. Of the paid-in-capital amount to
Holdings identified in confidential Exhibit A, a portion will have already been advanced under
an interim loan agreement by CBC to Holdings for the benefit of VHP to maintain minimum
capital and surplus and working capital through the period of time prior to closing. The loan
amount, if the transaction does not close, is immediately due from Holdings to CBC, and upon
closing, all outstanding loan amounts are to be converted to paid-in capital by CBC to Holdings.
The Member Interest Purchase Agreement, and its attachments are attached hereto as Exhibit B.

ITEM 2: IDENTITY AND BACKGROUND OF THE APPLICANT

A, Name and Business Address of Applicant Domicile
Capital BlueCross (“CBC") Pennsylvania

2500 Elmerton Avenue
Harrisburg, PA 17110
NAIC No. 54720

B. Nature of Applicant’s Business

CBC is a Pennsylvania-domiciled hospital plan corporation, and is a non-stock, non-
profit corporation which serves the public by offering hospitalization and health benefit
insurance plans to subscribers throughout a twenty-one (21) county area that comprises Central
Pennsylvania and the Lehigh Valley. CBC, together with its wholly-owned and controlled
subsidiaries, offers both health, dental and vision indemnity products and managed care products
and benefits administration to individuals, small group and large group customers, including
Qualified Health Plans on the healthcare exchanges. No change to the business operations of
Applicant or its subsidiaries is anticipated as a result of the acquisition of control of VHP.

C. Organizational Chart.

Current organizational charts of both (1) CBC and its direct and indirect subsidiaries and
(2) VHP and its parents/affiliates are enclosed as Exhibit C. These charts indicate the percentage
of voting securities of each person that is owned or controlled by another person, the state(s) of
domicile and operations, and type of organization of each entity, Unless otherwise indicated,
control of all entities is maintained by the ownership or control of voting securities. No court
proceedings involving a reorganization or liquidation are pending with respect to any entities.

An organizational chart depicting the Applicant and its affiliates afier acquiring control of
VHP is enclosed as Exhibit C-1.
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ITEM 3: IDENTITY AND BACKGROUND OF INDIVIDUALS ASSOCIATED WITH
THE APPLICANT

A listing of all directors and executive officers of CBC is set forth on Exhibit D. As a
non-member, non-profit organization, there are no persons or entities that own 10% or more of
the voting securities of CBC.

ITEM 4: NATURE, SOURCE AND AMOUNT OF CONSIDERATION

A. Nature. Source and Amount of Funds.

The Member Interest Purchase Agreement (“MIPA™) between CBC and Holdings
attached as Exhibit B provides for cash consideration to be paid to Holdings for the interests of
Holdings equating to 88.3% control of Holdings. No part of the Purchase Price will be from
borrowed funds, and will be funded entirely out of CBC’s unassigned surplus.

B. Criteria Used in Determining the Nature and Amount of the Consideration.

Applicant reviewed the financial statements, operations and material legal documents of
Holdings and VHP. The Purchase Price is based on VHP members’ equity, VHP assets, and
potential short term and long term liabilities and income streams. Thereafter, the Purchase Price

was determined by negotiation, and was reviewed by CBC’s Finance and Investment Committee
of the Board of Directors.

C. Source of Consideration — Disclosure of Loan or Borrowed Funds

No part of the Purchase Price will be from borrowed funds, and will be funded entirely
out of CBC’s unassigned surplus.

ITEM 5: FUTURE PLANS OF INSURER

Other than as may be set forth in this Form A filing, Applicant has no plans or proposals
to cause VHP to declare an extraordinary dividend, to liquidate VHP, to sell VHP’s assets to or
merge it with any person or persons or to make any other material change in VHP’s business

operations or corporate structure or management, The Business Plan at Exhibit E details the
present general plan for operations of VHP.

It is anticipated that there will be new inter-company services agreements post-

transaction which will be proposed and filed with the Department closer to the anticipated
closing date of the transaction.

ITEM 6: VOTING SECURITIES TO BE ACQUIRED

Number of Shares and Method of Acguisition: As set forth in the MIPA, at Exhibit B, the
transaction involves acquiring 88.3% ownership of Holdings; given that Holdings is an LLC with
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membership interests as opposed to shares of stock, the ownership of Holdings is, and will be, as
of closing and afterwards, reflected in Holdings’ capital accounts of its two (2) members.

Method by Which Fairness of Proposal Was Determined: Please refer to section 4.B

hereinabove, which sets forth the method by which the fairness of the consideration proposed
for the acquisition was determined.

ITEM 7: OWNERSHIP OF VOTING SECURITIES

Neither CBC, its affiliates, nor any person identified in Item 3 (above) beneficially owns
or has the right to acquire beneficial ownership of any voting security of VHP or its

parents/affiliates other than through the transaction contemplated by the MIPA which is the
subject of this Application.

ITEM 8: CONTRACTS, ARRANGEMENTS, OR UNDERSTANDINGS WITH
RESPECT TO VOTING SECURITIES OF THE INSURER

Other than the items disclosed in this Form A, and in the MIPA and the related
agreements referenced therein, (including the Amended and Restated Operating Agreement)
which is the subject of this Application, there are no contracts, arrangements or

understandings with respect to any voting security involving VHP or its parents/affiliates
involving CBC, its officers or directors, of any of its affiliates.

ITEM 9: RECENT PURCHASES OF VOTING SECURITIES

Neither CBC, its affiliates, nor any person identified in Item 3 (above) has purchased any

voting securities of VHP or its parents/affiliates during the 12 calendar months preceding the
filing of this Application,

ITEM 10: RECENT RECOMMENDATIONS TO PURCHASE

Neither CBC, its affiliates, nor any person identified in Item 3 (above) has made any
recommendation to purchase any voting security of VHP or its parents/affiliates, nor has anyone
based upon interviews or at the suggestion of CBC, its affiliates or any person listed in Item 3
(above) made any recommendations to purchase any voting security of VHP or its
parents/affiliates during the 12 calendar months preceding the filing of this Application.

ITEM 11: AGREEMENTS WITH BROKER-DEALERS

There are no agreements, contracts or understandings between CBC and any broker-
dealer as 1o the solicitation of voting securities of VHP or its parents/affiliates for tender, and no
fees, commissions or other compensation to be paid to any broker-dealer with regard thereto.
The transaction was negotiated by CBC for and on its own behalf.
ITEM 12: FINANCIAL STATEMENTS AND EXHIBITS

Following is a list of financial statements and exhibits filed with this Application
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or under separate cover as indicated below:

Exhibit A: Purchase Price and Use of Proceeds — Applicant is requesting confidential

treatinent of the use of proceeds and is filing an un-redacted copy of this exhibit under
separate cover.

Exhibit B:  Member Interest Purchase Agreement and Amended and Restated
Operating Agreement — Redacted copies are appended; Applicant is requesting confidential
treatment of un-redacted Membership Interest Purchase Agreement (“MIPA"), including the
schedules to the MIPA, and is filing the un-redacted versions under separafe cover.

Exhibit C:  Current organizational charts
Exhibit C-1: Post transaction organizational chart
Exhibit D*  Listing of Applicant’s directors and executive officers

Exhibit E:  Applicant’s Business Plan for VHP, including financial projections and

other exhibits. Applicant is requesting confidential treatment with respect to the Business
Plan and all exhibits and is filing under separate cover.

Exhibit F: Applicant’s audited Annual Statutory Statements for the years ended 2010 to
2015 and Quarterly Statutory Statements filed in 2016. Applicant is requesting
confidential treatment with respect to each of the audited historical Sfinancial statements
Jor the years ended 2010 to 2015, and is filing same under separate cover.

Exhibit G: Form E - Pre-Acquisition Notification Statement of the Potential
Competitive Impact of a Proposed Merger or Acquisition. Applicant is requesting
confidential treatment with respect to the Form E and is Jiling under separate cover

ITEM 13: AGREEMENT REQUIREMENTS FOR ENTERPRISE RISK
MANAGEMENT

The Applicant agrees to provide, to the best of its knowledge and belief, the information
required by Form F within thirty (30) days after the end of the month in which the acquisition of
control occurs and annually thereafter as long as control exists or upon request as necessary for

the Commissioner to evaluate enterprise risk of the insurer unless otherwise ordered by the
Commissioner.

* Biographical Affidavits. Applicant is requesting confidential treatment with respect to
the Biographical Affidavits of directors and executive officers and reference is made to

those already on file with the Department, all of which have been filed within the last
three (3) years preceding the date of this Application.
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SIGNATURE AND CERTIFICATION:
SIGNATURE
Pursuant to the requirements of Section 1402 of the act, Capital BlueCross has caused

this application to be duly signed on its behalf in the City of Harrisburg and Commonwealth of
Pennsylvania on the 14th day of February, 2017.

(SEAL)
CAPITAL/BLUECROSS

By %/ % %ﬂ
/ v [Name] /

Title: G N P ; CFO » Vreasu e

Adttest:

[Title] E,l-e"""-\‘m A’ii‘b ;""4'

CERTIFICATION

The undersigned deposes and says that (s)he has duly executed the attached application
dated February 14, 2017 for and on behalf of Capital BlueCross; that (s)he is the C(-UQ LPOaTads e (”
of such company and that (s)he is authorized to execute and file such instrument. Deponent
further says that (s)he is familiar with such instrument and the contents thereof, and that the facts
therein,set forth are true to the best of his/her knowledge, information and belief.

W/%%,,\

/7 [Name] /
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EXHIBIT A
TO THE FORM A STATEMENT REGARDING THE ACQUISITION OF CONTROL
OF OR
MERGER WITH A DOMESTIC INSURER

Vibra Health Plan, Inc.
NAIC No. 15793
by
Capital BlueCross
NAIC No. 54720

Purchase Price:

Purchase Price, as referenced in Section A hereinabove, is $13,250,000 in return for acquisition
of approximately 88.3% control of Holdings.

{Remainder filed under request for confidential treatment].
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INTRODUCTION

Vibra Health Plan, Inc. (“VHP") is a Pennsylvania stock business corporation licensed to
operatc as a Pennsylvania risk-assuming Preferred Provider Organization (“PPO”). VHP
obtained its Certificate of Authority from the Department on October 26, 2015. VHP’s sole line
of business is Medicare Advantage, under contract with the Federal Centers for Medicare and
Medicaid Services (“CMS™) for 2017-- its first Medicare Advantage contract. Capital BlueCross
(“CBC"), the Applicant, is a Pennsylvania hospital plan corporation operating under Capital Blue

in twenty-one central Pennsylvania counties, and has numerous Blue-branded and non-Blue-
branded subsidiaries.

CBC intends to acquire control of VHP by purchasing 88.3% ownership in VHP’s
immediate parent Vibra Health Plan Holdings, LLC (“Holdings™) in exchange for the Purchase
Price (see section B). Upon closing of the transaction, Holdings will be owned by CBC with
88.3%, and a minority owner, Hollinger Health, LLC, with 11.7%.

ITEM 1: INSURER AND METHOD OF ACQUISITION

A. Domestic Insurer Domicile
Vibra Health Plan, Inc., (“VHP”) Pennsylvania
4000 Crums Mill Road
Suite 201

Harrisburg, PA 17112
NAIC No. 15793

B. Method of Acquisition

Upon approval by the Department, and the satisfaction of other conditions to closing
which are customary in transactions of this type and scope, and in exchange for $13,250,000 (the
Purchase Price), and as identified in the confidential Exhibit A. CBC will acquire approximately
88.3% ownership, and will become managing member of, Holdings, thus acquiring control of
VHP.

Currently, Holdings is owned by Hollinger Health, LLC (72.5%) and by MAF Holdings,
LLC (27.5%). Contemporaneously with the closing of this transaction, Holdings will purchase
all of the MAF Holdings, LLC interests, and MAF Holdings, LLC will no longer have any
interest in Holdings, and thus no interest in VHP', CBC will acquire its interests in Holdings
directly from Holdings, such that, at closing, the only owners of Holdings will be CBC (88.3%)

and Hollinger Health, LLC (11.7%). No part of the Purchase Price is being used to satisfy and
redeem the interests of MAF Holdings, LLC,

"It is the Applicant’s understanding that the transaction by which MAF Holdings, LLC divest itself of any interest
in Holdings will be addressed in an exemption from acquisition of control filing to be submitted between the
date hereof and the closing of the transaction which is the subject of this filing,
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The Purchase Price will be paid in cash from CBC’s unassigned surplus with the
proceeds to be applied as outlined in the confidential Exhibit A. Of the paid-in-capital amount to
Holdings identified in confidential Exhibit A, a portion will have already been advanced under
an interim loan agreement by CBC to Holdings for the benefit of VHP to maintain minimum
capital and surplus and working capital through the period of time prior to closing. The loan
amount, if the transaction does not close, is immediately due from Holdings to CBC, and upon
closing, all outstanding loan amounts are to be converted to paid-in capital by CBC to Holdings.
The Member Interest Purchase Agreement, and its attachments are attached hereto as Exhibit B.

ITEM 2: IDENTITY AND BACKGROUND OF THE APPLICANT

A, Name and Business Address of Applicant Domicile
Capital BlueCross (“CBC") Pennsylvania

2500 Elmerton Avenue
Harrisburg, PA 17110
NAIC No. 54720

B. Nature of Applicant’s Business

CBC is a Pennsylvania-domiciled hospital plan corporation, and is a non-stock, non-
profit corporation which serves the public by offering hospitalization and health benefit
insurance plans to subscribers throughout a twenty-one (21) county area that comprises Central
Pennsylvania and the Lehigh Valley. CBC, together with its wholly-owned and controlled
subsidiaries, offers both health, dental and vision indemnity products and managed care products
and benefits administration to individuals, small group and large group customers, including
Qualified Health Plans on the healthcare exchanges. No change to the business operations of
Applicant or its subsidiaries is anticipated as a result of the acquisition of control of VHP.

C. Organizational Chart.

Current organizational charts of both (1) CBC and its direct and indirect subsidiaries and
(2) VHP and its parents/affiliates are enclosed as Exhibit C. These charts indicate the percentage
of voting securities of each person that is owned or controlled by another person, the state(s) of
domicile and operations, and type of organization of each entity, Unless otherwise indicated,
control of all entities is maintained by the ownership or control of voting securities. No court
proceedings involving a reorganization or liquidation are pending with respect to any entities.

An organizational chart depicting the Applicant and its affiliates afier acquiring control of
VHP is enclosed as Exhibit C-1.
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ITEM 3: IDENTITY AND BACKGROUND OF INDIVIDUALS ASSOCIATED WITH
THE APPLICANT

A listing of all directors and executive officers of CBC is set forth on Exhibit D. As a
non-member, non-profit organization, there are no persons or entities that own 10% or more of
the voting securities of CBC.

ITEM 4: NATURE, SOURCE AND AMOUNT OF CONSIDERATION

A. Nature. Source and Amount of Funds.

The Member Interest Purchase Agreement (“MIPA™) between CBC and Holdings
attached as Exhibit B provides for cash consideration to be paid to Holdings for the interests of
Holdings equating to 88.3% control of Holdings. No part of the Purchase Price will be from
borrowed funds, and will be funded entirely out of CBC’s unassigned surplus.

B. Criteria Used in Determining the Nature and Amount of the Consideration.

Applicant reviewed the financial statements, operations and material legal documents of
Holdings and VHP. The Purchase Price is based on VHP members’ equity, VHP assets, and
potential short term and long term liabilities and income streams. Thereafter, the Purchase Price

was determined by negotiation, and was reviewed by CBC’s Finance and Investment Committee
of the Board of Directors.

C. Source of Consideration — Disclosure of Loan or Borrowed Funds

No part of the Purchase Price will be from borrowed funds, and will be funded entirely
out of CBC’s unassigned surplus.

ITEM 5: FUTURE PLANS OF INSURER

Other than as may be set forth in this Form A filing, Applicant has no plans or proposals
to cause VHP to declare an extraordinary dividend, to liquidate VHP, to sell VHP’s assets to or
merge it with any person or persons or to make any other material change in VHP’s business

operations or corporate structure or management, The Business Plan at Exhibit E details the
present general plan for operations of VHP.

It is anticipated that there will be new inter-company services agreements post-

transaction which will be proposed and filed with the Department closer to the anticipated
closing date of the transaction.

ITEM 6: VOTING SECURITIES TO BE ACQUIRED

Number of Shares and Method of Acguisition: As set forth in the MIPA, at Exhibit B, the
transaction involves acquiring 88.3% ownership of Holdings; given that Holdings is an LLC with
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membership interests as opposed to shares of stock, the ownership of Holdings is, and will be, as
of closing and afterwards, reflected in Holdings’ capital accounts of its two (2) members.

Method by Which Fairness of Proposal Was Determined: Please refer to section 4.B

hereinabove, which sets forth the method by which the fairness of the consideration proposed
for the acquisition was determined.

ITEM 7: OWNERSHIP OF VOTING SECURITIES

Neither CBC, its affiliates, nor any person identified in Item 3 (above) beneficially owns
or has the right to acquire beneficial ownership of any voting security of VHP or its

parents/affiliates other than through the transaction contemplated by the MIPA which is the
subject of this Application.

ITEM 8: CONTRACTS, ARRANGEMENTS, OR UNDERSTANDINGS WITH
RESPECT TO VOTING SECURITIES OF THE INSURER

Other than the items disclosed in this Form A, and in the MIPA and the related
agreements referenced therein, (including the Amended and Restated Operating Agreement)
which is the subject of this Application, there are no contracts, arrangements or

understandings with respect to any voting security involving VHP or its parents/affiliates
involving CBC, its officers or directors, of any of its affiliates.

ITEM 9: RECENT PURCHASES OF VOTING SECURITIES

Neither CBC, its affiliates, nor any person identified in Item 3 (above) has purchased any

voting securities of VHP or its parents/affiliates during the 12 calendar months preceding the
filing of this Application,

ITEM 10: RECENT RECOMMENDATIONS TO PURCHASE

Neither CBC, its affiliates, nor any person identified in Item 3 (above) has made any
recommendation to purchase any voting security of VHP or its parents/affiliates, nor has anyone
based upon interviews or at the suggestion of CBC, its affiliates or any person listed in Item 3
(above) made any recommendations to purchase any voting security of VHP or its
parents/affiliates during the 12 calendar months preceding the filing of this Application.

ITEM 11: AGREEMENTS WITH BROKER-DEALERS

There are no agreements, contracts or understandings between CBC and any broker-
dealer as 1o the solicitation of voting securities of VHP or its parents/affiliates for tender, and no
fees, commissions or other compensation to be paid to any broker-dealer with regard thereto.
The transaction was negotiated by CBC for and on its own behalf.
ITEM 12: FINANCIAL STATEMENTS AND EXHIBITS

Following is a list of financial statements and exhibits filed with this Application
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or under separate cover as indicated below:

Exhibit A: Purchase Price and Use of Proceeds — Applicant is requesting confidential

treatinent of the use of proceeds and is filing an un-redacted copy of this exhibit under
separate cover.

Exhibit B:  Member Interest Purchase Agreement and Amended and Restated
Operating Agreement — Redacted copies are appended; Applicant is requesting confidential
treatment of un-redacted Membership Interest Purchase Agreement (“MIPA"), including the
schedules to the MIPA, and is filing the un-redacted versions under separafe cover.

Exhibit C:  Current organizational charts
Exhibit C-1: Post transaction organizational chart
Exhibit D*  Listing of Applicant’s directors and executive officers

Exhibit E:  Applicant’s Business Plan for VHP, including financial projections and

other exhibits. Applicant is requesting confidential treatment with respect to the Business
Plan and all exhibits and is filing under separate cover.

Exhibit F: Applicant’s audited Annual Statutory Statements for the years ended 2010 to
2015 and Quarterly Statutory Statements filed in 2016. Applicant is requesting
confidential treatment with respect to each of the audited historical Sfinancial statements
Jor the years ended 2010 to 2015, and is filing same under separate cover.

Exhibit G: Form E - Pre-Acquisition Notification Statement of the Potential
Competitive Impact of a Proposed Merger or Acquisition. Applicant is requesting
confidential treatment with respect to the Form E and is Jiling under separate cover

ITEM 13: AGREEMENT REQUIREMENTS FOR ENTERPRISE RISK
MANAGEMENT

The Applicant agrees to provide, to the best of its knowledge and belief, the information
required by Form F within thirty (30) days after the end of the month in which the acquisition of
control occurs and annually thereafter as long as control exists or upon request as necessary for

the Commissioner to evaluate enterprise risk of the insurer unless otherwise ordered by the
Commissioner.

* Biographical Affidavits. Applicant is requesting confidential treatment with respect to
the Biographical Affidavits of directors and executive officers and reference is made to

those already on file with the Department, all of which have been filed within the last
three (3) years preceding the date of this Application.
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SIGNATURE AND CERTIFICATION:
SIGNATURE
Pursuant to the requirements of Section 1402 of the act, Capital BlueCross has caused

this application to be duly signed on its behalf in the City of Harrisburg and Commonwealth of
Pennsylvania on the 14th day of February, 2017.

(SEAL)
CAPITAL/BLUECROSS

By %/ % %ﬂ
/ v [Name] /

Title: G N P ; CFO » Vreasu e

Adttest:

[Title] E,l-e"""-\‘m A’ii‘b ;""4'

CERTIFICATION

The undersigned deposes and says that (s)he has duly executed the attached application
dated February 14, 2017 for and on behalf of Capital BlueCross; that (s)he is the C(-UQ LPOaTads e (”
of such company and that (s)he is authorized to execute and file such instrument. Deponent
further says that (s)he is familiar with such instrument and the contents thereof, and that the facts
therein,set forth are true to the best of his/her knowledge, information and belief.

W/%%,,\

/7 [Name] /
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EXHIBIT B
TO THE FORM A STATEMENT REGARDING THE ACQUISITION OF CONTROL
OF OR
MERGER WITH A DOMESTIC INSURER

Vibra Health Plan, Inc.
NAIC No. 15793
by
Capital BlueCross
NAIC No. 54720

Member Interest Purchase Agreement (schedules with confidential and proprietary and personal
information redacted; un-redacted copies sent under separate cover).

Amended and Restated Operating Agreement — confidential; sent under separate cover.
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MEMBERSHIP INTEREST PURCHASE AGREEMENT

This MEMBERSHIP INTEREST PURCHASE AGREEMENT (this “Agreement”) is
dated as of January 24, 2017 (the “Effective Date™), by and among Vibra Health Plan Holdings,
LLC, a Delaware limited liability company (“VHP Holdings,” Capital Blue Cross, a
Pennsylvania non-profit corporation (“CBC”), Hollinger Health, LLC, a Delaware limited
liability company (“HH"), and Brad E. Hollinger (“Hollinger™). Capitalized terms not otherwise
defined herein shall have the meanings set forth in the form of Amended and Restated Operating
Agreement of VHP Holdings, attached hereto as Exhibit A (the “Amended and Restated

Operaling Agreement”),
Backpround

A. VHP Holdings is engaged in the business of acting as a holding company for
insurance and insurance marketing companies. VHP Holdings is the sole stockholder or
member, as the case may be, of Vibra Health Plan, Inc., a Pennsylvania corporation (“VHP™),
and VHP Insurance Solutions, LLC, a Delaware limited liability company (“Agency”).

B. As of the Effective Date, HH and MAF Managed Care Holdings, LLC, a
Pennsylvania limited liability company (“MAF”), are the holders of all of the outstanding
Membership Interests.

C. At the Closing, (i) HH will purchase all of MAF’s Membership Interests, with the
result that MAF will no longer be a Member of VHP Holdings or a holder of any Membership
Interests, (ii) loans previously made by HH or Hollinger to VHP Holdings in the aggregate
outstanding amount of $4,250,000.00 will be deemed converted into a capital contribution by
HH to VHP Holdings effective upon the Closing; and (iii) VHP Holdings, CBC and HH will
enter into the Amended and Restated Operating Agreement in order to, among other things,
reflect the admission of CBC as a member.

D. As of the Effective Date and the Closing, Hollinger is and will be the majority
member of HH.

E VHP Holdings wishes to issue and sell to CBC at Closing Membership Interests
representing an 88.3% Percentage Interest in VHP Holdings (the “Offered Interests”), and CBC
wishes to purchase such Offered Interests on the terms and subject to the conditions set forth in
this Agreement. The rights, privileges and preferences of the Offered Interests shall be as set
forth in the Amended and Restated Operating Agreement.

Terms

NOW, THEREFORE, in consideration of the mutual representations, warranties and
covenants contained in this Agreement, and intending to be legally bound hereby, the Parties

agree as follows:
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ARTICLE]
DEFINITIONS

The following terms have the meanings specified or referred to in this Article:

“Acquisition Proposal” has the meaning set forth in Section 5.3.

“Action” means any (i) written claim, cause of action, demand, notice of violation,
citation or summons, (ii) currently pending audit, lawsuit, arbitration or subpoena or (iii) written
inquiry or investigation by a Governmental Authority, whether civil, criminal, administrative
regulatory or otherwise, whether at law or in equity.

“Agency” has the meaning set forth in the Background.

“Agency Balance Sheet” has the meaning set forth in Section 3.5(b).
“Agency Balance Sheet Date” has the meaning set forth in Scction 3.5(b).
“Agency Financial Statements™ has the meaning set forth in Section 3.5(b).
“Apency Interim Balance Sheel” has the meaning set forth in Section 3.3(b).

“Agency Interim Balance Sheet Date” has the meaning set forth in Section 3.5(b).

“Affiliate” of a Person means any other Person that directly or indirectly, through one or
more intermediaries, controls, is controlled by, or is under common control with, such Person.
The term “control” (including the terms “controlled by” and “under comimon control _with”)
means the possession, directly or indirectly, of the power to direct or cause the direction of the
management and policies of a Person, whether through the ownership of voting securities, by
contract or otherwise.

“Aprcement” has the meaning set forth in the Prcamble.

“Amended and Restated Operating_ Agreement” has the meaning set forth in the
Preamble.

“Annual Statcmenis” means, with respect to any Person, the annual statements of such
Person filed with or submitted to the insurance Governmental Authority in the jurisdiction in
which such Person is domiciled on forms prescribed or permitted by such Governmental
Authority.

«Audited Financial Statements” has the meaning set forth in Section 3.5.

“Board” means the board of directors of VHP Holdings.

“Breaching Party” has the meaning set forth in Section 7.1.

iy
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“Business Day” means any day except Saturday, Sunday, any federal or Pennsylvania
government holiday or any other day on which commercial banks located in Harrisburg,
Pennsylvania are authorized or required by Law to be closed for business.

“Cap” has the meaning set forth in Scction 7.7(b)(iii).

“CBC"” has the meaning set forth in the Preamble.

“CBC Indemnitee” has the meaning set forth in Section 7.2.
“Claim” means a Direct Claim or a Third Party Claim.
“Closing™ has the meaning set forth in Section 2.1(a),

“Closing Dale™ has the meaning set forth in Section 2.1(a).
“Code” means the Internal Revenue Code of 1986, as amended.

“Contracts” means all contracts, leases, deeds, mortgages, licenses, instruments, notes,
undertakings, indentures, joint ventures and all other agreements and commitments (whether
written or oral) that are currently in effect or under which any Party has or may have
performance obligations.

“Convertible Debt Advance” has the meaning set forth in Section 2.1(b).

“Deductible Basket” has the meaning set forth in Section 7.7(b)().

“Direct Claim™ has the meaning set forth in Section 7.4(c).

“Disclosure Schedules” means the Disclosure Schedules delivered by (x) the VHP Parties
to CBC and (y) CBC to the VHP Parties, concurrently with the execution and delivery of this
Agreement.

“Dollars or $” means the lawful currency of the United States of America.
“Drop Dead Date™ means June 1, 2017,
“Effective Date™ has the meaning set forth in the Preamble.,

“Employee Benefit Plan™” means any employee benefit plan, program or arrangement
currently sponsored, maintained or contributed to by any of the VHP Entities or any ERISA
Affiliate, or with respect to which any VHP Entity or any ERISA Affiliate has had, has or may
have any actual or contingent liability or obligation (including any such obligations under any
terminated plan, program or arrangement), including (A) employee pension benefit plans, as
defined in Section 3(2) of ERISA, (B) multi-employer plans, as defined in Section 3(37) of
ERISA, (C) employee welfare benefit plans, as defined in Section 3(1) of ERISA, (D) personnel
policies, employee manuals or other written statements of rules or policies concerning
employment, (E)collective bargaining agreements, (F)deferred compensation plans or
arrangements, (G) stock option or other equity compensation plans or arrangements, (H) stock

-3-
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purchase plans or arrangements, (T) phantom equity plans or arrangements, (J) bonus or incentive
award plans or arrangements, (K) fringe benefit plans or arrangements, (L) life, health, dental,
vision, hospitalization, disability and other insurance plans or arrangements, (M)employee
assistance programs, (N)severance or fermination pay plans, arrangements, agreements or
policies (including any change in control plans, agreements or arrangements), and/or (O) sick
pay and vacation plans, arrangements and/or policies, in each case whether or not described in
Section 3(3) of ERISA,

“Encumbrance” means any charge, claim, community property interest, pledge,
condition, equitable interest, lien (statutory or otherwise), option, security interest, mortgage,
easement, encroachment, right of way, right of first refusal, or restriction of any kind, including
any restriction on use, voting, transfer, receipt of income or exercise of any other attribute of
ownership.

“ERISA”" means the Employee Retirement Income Security Act of 1974, as amended,
and the regulations promulgated thereunder.

“ERISA Afliliate” means all employers (whether or not incorporated) that would be
treated together with any of the VHP Entities or any of its Affiliates as a “single employer”
within the meaning of Section 414 of the Code.

“Financial Statements™ has the meaning set forth in Section 3.5(b).

“GAAP” means generally accepted accounting principles in the United States of
America, consistently applied.

“Governmental Approvals” means the approval of any federal, state, local or foreign
government or political subdivision thereof, or any agency or instrumentality of such
governmental or political subdivision (to the extent that the rules, regulations or orders of such
organization or authority have the force of Law), or any arbitrator, court or tribunal of competent
jurisdiction.

“Governmental_Authority” means any federal, state, local or foreign government or
political subdivision thereof, or any agency or instrumentality of such government or political
subdivision (to the extent that the rules, regulations or orders of such organization or authority
have the force of Law), or any arbitrator, court or tribunal of competent jurisdiction.

“Governmental Order” means any order, wril, judgment, injunction, decree, stipulation,
determination or award entered by or with any Governmental Authority.

“Hazardous Malerials” means: (a) any material, substance, chemical, waste, product,
derivative, compound, mixture, solid, liquid, mineral or gas, in each case, whether naturally
accurring or manmade, that is hazardous, acutely hazardous, toxic, or words of similar import or
regulatory effect under Environmental Laws; and (b) any petroleum or petroleum-derived
products, radon, radioactive materials or wastes, asbestos in any form, lead or lead-containing
materials, urea formaldehyde foam insulation, and polychiorinated biphenyls.

“HH"” has the meaning set forth in the Preamble.

A
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“Hollinger™ has the meaning set forth in the Preamble.
“Indemnified Parly” means the Party making a claim under Article VII,

“Indemnilying Party” means the Party against whom a claim is asserted under Article
VIIL.

“Insurance Contract” means any health or dental insurance Contract, Reinsurance
Contract and any other Contract, agrecment or product that is currently in force, or has remaining
obligations if not currently in force, and is regulated by the insurance Laws of the
Commonwealth of Pennsylvania.

“Insurance License” means any License granted by a Governmental Authority to transact
an insurance or reinsurance business.

“Intellectual Property” means all intellectual property and industrial property rights and
assets, and all rights, interests and protections that are associated with, similar to, or required for
the exercise of, any of the foregoing, however arising, pursuant to the Laws of any jurisdiction
throughout the world, whether registered or unregistered, including any and ali: (a) trademarks,
service marks, trade names, brand names, logos, trade dress, design rights and other similar
designations of source, sponsorship, association or origin, together with the goodwill connected
with the use and symbolized by, and all registrations, applications and renewals for, any of the
foregoing; (b) internet domain names, whether or not trademarks, registered in any top-level
domain by any authorized private registrar or Governmental Authority, web addresses, web
pages, websites and related content, accounts with social media companies and the content found
thereon and related thereto, and URLSs; (c) works of authorship, expressions, designs and design
registrations, whether or not copyrightable, including copyrights, author, performer, moral and
neighboring rights, and all registrations, applications for registration and renewal of such
copyrights; (d) inventions, discoveries, trade secrets, business and technical information and
know-how, databases, data collections and other confidential and proprietary information and all
rights therein; (e) patents (including all reissues, divisionals, provisionals, continuations and
continuations-in-part, re-examinations, renewals, substitutions and extensions thereof), patent
applications, and other patent rights and any other Governmental Authority-issued indicia of
invention ownership (including inventor’s certificates, petty patents and patent utility models);
and (f) software and firmware, including data files, source code, object code, application
programming interfaces, architecture, files, records, schematics, computerized databases and
other related specifications and documentation.

“Knowledge” or any other similar knowledge qualification, means the actual knowledge
of any Person or any director, manager or officer of such Person, after due inquiry.

“Law” means any statute, law, ordinance, regulation, rule, code, order, constitution,
treaty, common law, judgment, decree, other requirement or rule of law of any Governmental
Authority.

“Lcpal Requircments” means, when described as being applicable to any Person, any and
all federal, state, local or foreign laws (statutory, judicial or otherwise), ordinances, rules,
regulations, judgments, orders, direclives, injunctions, writs, decrees or awards of, and any

-5-
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Contracts with, any Governmental Authority, in each case as and to the extent applicable to such
Person or such Person’s business, operations or property.

“Liabililies” means a liability, obligation, claim or cause of action (of any kind or nature
whatsoever, whether absolute, accrued, contingent, or other, and whether known or unknown),
including any liability, obligation, claim or cause of action arising pursuant to or as a result of an
Insurance Contract or pursuant to any Environmental Claim.

“Losses” means actual and out-of-pocket losses, damages, liabilities, deficiencies,
Actions, judgments, interest, awards, penalties, fines, diminution of value, costs or expenses,
including reasonable attorneys’ fees and the cost of enforcing any right to indemnification
hereunder and the cost of pursuing any insurance providers.

“Made Available” means that the information in question is set forth in the Disclosure
Schedules.

“Material Adverse Effcct” means any event, occurrence, fact, condition or change that is,
or could reasonably be expected to be materially adverse to (a) the business, results of
operations, financial condition or assets of any of the VHP Entities, in the aggregate, or (b) the
ability of the VHP Parties to consummate the transactions contemplated hereby; provided,
however, that “Material Adverse Effect” shall not include any event, occurrence, fact, condition
or change, directly or indirectly, arising out of or attributable to: (i) any changes, conditions or
effect in the United States or foreign economies or securities or financial markets in general; (ii)
changes, conditions or effects that affect the industry in which the VHP Entities operate; (iii) any
change, effect or circumstance resulting from an action required by this Agreement; (iv) the
effect of any changes in applicable Laws or accounting rules; (v) any change, effect or
circumstance resulting from the announcement of this Agreement; or (vi) conditions caused by
acts of terrorism or war (whether or not declared) or any natural or man-made disaster or other
acts of God, except in the clauses (i), (ii), (iv) and (vi) such events, occurrences, facts, conditions
or changes, which disproportionately affect, individually or together with any other events,
occurrences, facts, conditions or changes, any of the VHP Entities, when compared to other
Persons operating in the industry in which the VHP Entities operate.

“Material Contract” has the meaning set forth in Section 3.9(a).

“Membership Interests” has the meaning set forth in the Amended and Restated
Operating Agreement.

“Mini-Basket” has the meaning set forth in Scction 7.7(b)(i).
“Non-Breaching Party” has the meaning set forth in Section 7.1,
“Offered Intcrests” has the meaning set forth in the Background.
“Qperating [nsurance Policies” has the meaning set forth in Section 3.19,

“Party” and “Parties” have the meanings set forth in the Recitals.

-6-
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“Percentage Interests™ has the meaning set forth in the Amended and Restated Operating
Agreement,

“Permits” means all permifts, licenses, franchises, approvals, authorizations, registrations,
certificates, variances and similar rights obtained, or required to be obtained, from Governmental
Authorities.

“Permitted Encumbrances™ has the meaning set forth in Section 3.14(a).

“Person” means an individual, corporation, partnership, joint venture, limited liability
company, Governmental Authority, unincorporated organization, trust, association or other
entity.

“Post-Closing_Tax Period” means any taxable period beginning after the Closing Date
and, with respect to any taxable period beginning before and ending after the Closing Date, the
portion of such taxable period beginning after the Closing Date.

“Praoducer” means any insurance agent, third-party administrator, marketer, underwriter,
wholesaler, broker, producer, reinsurance intermediary or distributor of insurance or any
insurance product,

“Purchase Price” has the meaning set forth in Section 2.1(a).

“Quarterly Staiements” means, with respect to any Person, the quarterly statements of
such Person filed with or submitted to the insurance Governmental Authority in the jurisdiction
in which such Person is domiciled on forms prescribed or permitted by such Governmental
Authority. If a Person is not required to file or submit quarterly statements to any insurance
Governmental Authority then the Person’s “Quarterly Statements” will be its internally-prepared
quarterly financial statements prepared in accordance with the same SAP or GAAP, as the case
may be, that arc applicable to its respective Annual Statements,

“Real Property” means the real property owned, leased or subleased by any of the VHP
Entities, together with all buildings, structures and facilities located therecn.

“Reinsurance Contract” means a Contract between insurance companies whereby one
insurance company agrees to indemnify another insurance company for all or a portion of losses
incurred by the other insurance company under some or all of its issued insurance policies.

“Release” means any actual or threatened release, spilling, leaking, pumping, pouring,
emitting, emplying, discharging, injecting, escaping, leaching, dumping, abandonment, disposing
or allowing to escape or migrate into or through the environment (including, without limitation,
ambient air (indoor or outdoor), surface water, groundwater, land surface or subsurface strata or
within any building, structure, facility or fixture).

“Representative” means, with respect to any Person, any and all directors, officers,
employees, consultants, financial advisors, counsel, accountants and other agents of such Person.
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“SAP” means statutory accounting principles applicable to VHP's Annual Statements and
Quarterly Statements.

“SAP Statements” means Annual Statements and Quarterly Statements of VHP.

“Taxes” means all federal, state, local, foreign and other income, gross receipts, sales,
use, production, ad valorem, transfer, franchise, registration, profits, license, lease, service,
service use, withholding, payroll, employment, unemployment, estimated, excise, severance,
environmental, stamp, occupation, premium, property (real or personal), real property gains,
windfall profits, customs, duties or other taxes, fees, assessments or charges of any kind
whatsoever, together with interest, additions or penalties with respect thereto and any interest in
respect of such additions or penalties.

“Tax Relurn” means any return, declaration, report, claim for refund, information return
or statement or other document relating to Taxes, including any schedule or attachment thereto,
and including any amendment thereof,

“Third Partv Claim" has the meaning set forth in Section 7.4(a).

“Transaction Documents” means this Agreement and the Amended and Restated
Operating Agreement of VHP Holdings.

“VHP" has the meaning set forth in the Background.
“VHP Balance Sheet Date” has the meaning set forth in Section 3.5(a).

“VHP Entitics” means VHP Holdings, VHP and Agency, or any individually, a “YHP
Entity.”

“VHP Financial Statements” has the meaning set forth in Section 3.5(a}.
“VHP Holdings” has the meanings set forth in the Recitals.

“VHP Indemnitors” means HH, and Hollinger.

“VHP Intellectual Property” means all Intellectual Property that is owned or held by any
of the VHP Entities.

“VHP Interim Balance Sheet” has the meaning set forth in Section 3.5(a).
“VHP Interim Balance Sheet Date” has the meaning set forth in Section 3.5(a).

“VHP IP Agreements” means all written licenses, sublicenses, consent to use agreements,
settlements, coexistence agreements, covenanis not to Sue, permissions and other Contracts
(including any right to receive or obligation to pay royalties or any other consideration), relating
to the Intellcctual Property to which any VHP Entity is a party, but excluding any such
agreements pertaining to “shrink wrap” or “off the shelf” Intellectual Property.
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“VHP IP Repgistrations” means all VHP Intellectual Property that is subject to any
issuance registration, application or other filing by, to or with any Governmental Authority or
authorized private registrar in any jurisdiction, including registered trademarks, domain names
and copyrights, issued and reissued patents and pending applications for any of the foregoing.

“VHP Partics” means VHP Holdings, HH and Hollinger.

“VHP Parties Indemnitees™ has the meaning set forth in Section 7.3.

ARTICLE II
SALE AND PURCHASE OF THE OFFERED INTERESTS

2.1 Issuance and Salc; Convertible Debt; Closing,

(a) Upon the terms and subject to the conditions set forth herein, VHP
Holdings shall issue and sell to CBC, and CBC shall purchase from VHP Holdings, the Offered
[nterests for an aggregate purchase price (the “Purchase Price™) of The
Purchase Price paid by CBC shall be treated as a capital contribution by CBC in accordance with
Section 2.01(a) of the Amended and Restated Operating Agreement. The closing of the purchase
and sale of the Offered Interests (the “Closing™) shall take place at the offices of Saul Ewing
LLP, 1500 Market Street, Suite 3800, Philadelphia PA 19102, or such other location as agreed to
by the Parties, on the date of this Agreement (the “Closing Date™) contemporaneously with the
execution and delivery of this Agreement.

(b)  The parties acknowledge and agree that on or after the date of this
Agreement but prior to the Closing, CBC may, but shall not be required to, make a loan to VHP
Holdings in an amount not exceeding $4,600,000.00 in the aggregate on such terms as CBC and
VHP Holdings may agree (the principal amount of any such loan, the “Converiible Debt
Advance™).

(©) At the Closing, (i) the Convertible Debt Advance (if any) together with
accrued but unpaid interest thereon shall be deemed to have converted into a portion of the
Purchase Price and deemed to have been paid by CBC; (ii) CBC shall deliver to VHP Hoidings,
by wire transfer of same day funds to an account designated by VHP Holdings, the remaining
balance of the Purchase Price (net of the amount deemed to have been paid pursuant to clause (i);
(iii) the Parties shall execute and deliver the Amended and Restated Operating Agreement and
(iv) VHP Holdings shall issue and deliver to CBC a certificate representing the Offered Interests,

2.2 Flow of Funds and Use of Proceeds. The VHP Parties hereby covenant and agree
that the Purchase Price will be used as set forth on Schedule 2.2 hercto.
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ARTICLE Il
REPRESENTATIONS AND WARRANTIES
OF THE VHP PARTIES

The VHP Parties represent and warrant to CBC as follows:

3.1 Organization and Authority,

(a) VHP _Holdings. VHP Holdings is a Delaware limited liability company
duly organized, validly existing and in good standing under the laws of the State of Delaware.
VHP Holdings has full limited liability company power and authority to enter into this
Agreement and the other Transaction Documents to which VHP Holdings is a party, to carry out
its obligations hereunder and thereunder and the consummate the transactions contemplated
hereby and thereby. The execution and delivery by VHP Holdings of this Agreement and any
other Transaction Document to which VHP Holdings is a party, the performance by VHP
Holdings of its obligations hereunder and thereunder and the consummation by VHP Holdings of
the transactions contemplated hereby and thereby have been duly authorized by all requisite
limited liability company action on the part of VHP Holdings. This Agreement has been duly
executed and delivered by VHP Holdings, and (assuming due authorization, execution and
delivery by each other Parly) this Agreement constitutes a legal, valid and binding obligation of
VHP Holdings enforceable against VHP Holdings in accordance with its terms, When each
other Transaction Document to which VHP Holdings is or will be a party has been duly executed
and delivered by VHP Holdings (assuming due authorization, execution and delivery by each
other Party thereto), such Transaction Document will constitute a legal and binding obligation of
VHP Holdings enforceable against it in accordance with its terms.

(b) HH. HH is a Delaware limited liability company duly organized, validly
existing and in good standing under the laws of the State of Delaware. HH has full limited
liability company power and authority to enter into this Agreement and the other Transaction
Documents to which it is a party, to carry out its obligations hereunder and thereunder and to
consummate the transactions contemplated hereby and thereby. The execution and delivery by
HH of this Agreement and any other Transaction Document io which it is a party, the
performance by it of its obligations hereunder and thereunder and the consummation by it of the
transactions contemplated hereby and thereby have been duly authorized by all requisite limited
liability company action on the part of it. This Agreement has been duly executed and delivered
by HH, and (assuming due authorization, execution and delivery by each other Party) this
Agreement constitutes a legal, valid and binding obligation of HH enforceable against HH in
accordance with its terms. When each other Transaction Document to which HH is or will be a
party has been duly executed and delivered by HH (assuming due authorization, execution and
delivery by each other party thereto), such Transaction Document will constitute a legal and
binding obligation of it, enforceable against it in accordance with its terms.

(c) Hollinger. Hollinger has full power and authority to enter into this
Agreement and the other Transaction Documents to which he is a party, to carry out his
obligations hereunder and thereunder and to consummate the transactions contemplated hereby
and thereby, This Agreement has been duly executed and delivered by Hollinger, and (assuming
a due authorization, execution and delivery by each other Party) this Agreement constitutes his
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legal, valid and binding obligation enforceable against him in accordance with its terns, When
each other Transaction Document to which Hollinger is or will be a party has been duly executed
and delivered by him (assuming due authorization, execution and delivery by each other Party
thereto), such Transaction Document will constitute his legal and binding obligation, enforceable
against him in accordance with its terms.

(d) VHP. VHP is an insurance company duly organized, validly existing and
in good standing under the laws of the Commonwealth of Pennsylvania and has all requisite
corporate power and authority to conduct its business as it is currently being conducted. VHP is
duly qualified to do business, and is in good standing, in each of the jurisdictions where the
character of its assets owned, operated or leased, or the nature of ils business, makes such
qualification necessary. VHP is duly authorized in the Commonwealth of Pennsylvania and each
other applicable jurisdiction to write each line of business reported as being specified in the VHP
Financial Statements.

(e) Agency. Agency is a Delaware limited liability company duly organized,
validly existing and in good standing under the laws of the State of Delaware and has all
requisite limited liability company power and authority to conduct its business as it is currently
being conducted. Agency is duly qualified to do business, and is in good standing, in each of the
jurisdictions where the character of its assets owned, operated or leased, or the nature of its
business, makes such qualification necessary. Agency possesses an Insurance License in each
jurisdiction in which it is required to possess an Insurance License. All such Insurance Licenses
are in full force and effect without amendment, limitation or restriction, and there is no event,
inquiry or proceeding which is reasonably likely to lead to the revocation, amendment, failure to
renew, limitation, suspension or restriction of any such Insurance License.

H Organizational Documents. Copies of the certificate of formation,
operating agreement, articles of incorporation, bylaws or other organization documents of each
of the VHP Entities have been Made Available to CBC and such copies are true and correct as of
the date of this Agreement,

(g) Investments in Other Entities. Other than VHP Holdings's ownership of
VHP and Agency, none of the VHP Entities, directly or indirectly, beneficially own any equity
or similar interest in, or any interest convertible into or exchangeable or exercisable for any
equity or similar interest in, any corporation, partnership, joint venture or other business
association, or entity that, directly or indirectly, conducts any material activity other than
investments in publicly-traded securities constituting less than five percent (5%) of the
outstanding equity of the issuing entity.

(h) Minute Books. The minute books of each of the VHP Entities has been
Made Available to CBC. Except for omissions that would not relate to a material liability or
obligation on the part of any VHP Entity, such minute books contain a complete summary of all
meetings of directors or managers, as the case may be, and meetings of members or stockholders,
as the case may be, and reflect all of the material actions taken by each of the respective boards
of directors or managers, as the case may be (including committees thereof) and members or
stockholders, as the case may be.

=f]=

1951779 8



N () Commercially Domiciled. None of the VHP Entities is “commercially
domiciled” in any jurisdiction, or otherwise treated as domiciled in a jurisdiction, other than their
respeclive states of domicile.

() Due_Authorization. All corporate action or limited liability action,
respectively, by any of the VHP Entities in connection with this Agreement and the other
Transaction Documents will be duly authorized on or prior to the Closing.

3.2 Capitalization of the VHP Entities.

(a) VHP _Holdings. The Membership Interests are owned of record and
beneficially by MAF and HH. Upon consummation of the transactions contemplatcd by this
Agreement and the other Transaction Documents, CBC shall own Membership Interests equal to
88.3% of the Percentage Interests, free and clear of all Encumbrances (and the othcr Membership
Interests shall be owned as set forth in Exhibit B of the Amended and Restated Operating
Agreement). All of the Membership Interests were issued in compliance with applicable Laws.
None of the Membership Interests were issued in violation of any agreement, arrangement or
commitment to which VHP Holdings is a party or is subject to or in violation of any preemptive
or similar rights of any Person.

(b) VHP. The authorized shares of VHP is 1,000 shares of common stock, no
par value. All of the outstanding shares of VHP have been duly authorized, are validly issued,
fully paid and non-assessable, and are owned of record by VHP Holdings. All of the shares of
VHP were issued in compliance with applicable Laws. None of the shares of VHP were issued
in violation of any agreement, arrangement or commitment to which VHP is a party or is subject
to or in violation of any preemptive or similar rights of any Person.

(©) Agency. VHP Holdings is, and at all times since Agency’s organization
has been, the sole member of Agency.

(d) Qutstanding_Options. There are no outstanding our authorized options,
warrants, convertible securities or other rights, agreements, arrangements or commitments of any
character relating to the Membership Interests, shares or other equity of any of the VHP Entities
or obligating any of the VHP Entities to issue or sell any such interest therein. None of the VHP
Entities have outstanding or have authorized any stock appreciation, phantom stock, profit
participation or similar rights. There are no voting trusts, shareholder agreements, proxies or
other agreements or understandings in effect with respect to the voting or transfer of any of the
Membership Interests, shares of VHP or limited liability company interests of Agency.

3.3 No Subsidiaries. Other than VHP and Agency being wholly-owned subsidiaries

of VHP Holdings, none of the VHP Entities have any subsidiaries.

3.4  No Conlflicts; Consents. The execution, delivery and performance by each of the
VHP Parties of this Agreement and the other Transaction Documents to which it is a Party, and
the consummation of the transactions contemplated hereby and thereby, do not and wilt not:
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(a) to the extent that such Party is not an individual, conflict with or result in a
violation or breach of, or default under, any provision of the certificate of formation, operating
agreement, articles of incorporation, bylaws or other organization documents of such Party;

(b) conflict with or result in a violation or breach of any provision of any Law
or Governmental Order applicable to such Party;

(c)  except as set forth in Schedule 3.4(c), require the consent, notice or other
action by any Person under, conflict with, result in a violation or breach of, constitute a default or
an event that, with or without notice or lapse of time or both, would constitute a default under,
result in the acceleration of or create in any party the right to accelerate, terminate, modify or
cancel:

(i) any Material Contract;

(i)  any Permit affecting the properties, assets or business of any of the
VHP Entities; or

(iii)  any group of related or similar Contracts the breach or cancellation
of which would result in a Material Adverse Effect; or

(d) result in the creation or imposition of any Encumbrance other than
Permitted Encumbrances on any properties or assets of any of the VHP Entities. Other than the
Governmental Approvals, no consent, approval, Permit, Governmental Order, declaration or
filing with, or notice to, any Governmental Authority is required by or with respect to any of the
VHP Entities in connection with the execution and delivery of this Agreement and the other
Transaction Documents and the consummation of the transactions contemplated hereby and
thereby.,

3.5 Financial Statements.

(a) Complete copies of VHP's unaudited financial statements consisting of
the balance sheet of VHP as of September 30, 2016 and the related statements of income and
retained earnings, stockholders’ equity and cash flow for the nine-month period then ended (the
“VHP Financial Statements”), as filed with the appropriate Governmental Authorities, have been
Made Available to CBC, as have been complete copies of VHP’s Quarterly Statements for all
complete calendar quarters since December 31, 2013, as filed with the appropriate Governmental
Authorities. The VHP Financial Statements have been prepared in accordance with SAP applied
on a consistent basis throughout the period involved, subject to normal and recurring year-end
adjustments (the effect of which will not be materially adverse) and the absence of notes, The
VHP Financial Statements are based on the books and records of VHP, and fairly present in all
material respects the financial conditions of VHP as of the respective dates they were prepared
and the results of the operations of VHP for the periods indicated. The balance sheet of VHP as
of December 31, 2015 is referred to herein as its “VHP Balance Sheet” and the date thereof as
the “VHP_Balance Sheet Date™ and the balance sheet of VHP as of September 30, 2016 is
referred to herein as its “VHP Interim Balance Sheet” and the date thereof the “VHP Interim
Balance Sheet Date.” VHP maintains a standard system of accounting established and
administered in accordance with SAP,
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{b) Agency. Agency has no revenue, income, assets, debts, liabilities or other
encumbrances of a financial nature.

3.6  Rescrves. The aggregate actuarial reserves and other actuarial amounts held in
respect of Liabilities with respect to Insurance Contracts of VHP as established or reflected on
the VHP Financial Statements: (a)(i) were determined in accordance with generally accepted
actuarial standards consistently applied, (ii) were fairly stated, in all material respects, in
accordance with sound actuarial principles and (iii) were based on actuarial assumptions that are
in accordance with or are more conservative than those specified in the related Insurance
Contracts; and (b) complied with, in all material respects, the requirements of Pennsylvania Law
and all other applicable Laws. VHP owns Assets that qualify as admitted assets under applicable
insurance Laws in an amount at least equa! to the sum of its statutory reserves and other similar
amounts. VHP has Made Available to CBC a true and complete copy of VHP’s Actuarial
Analysis.

3.7 Undiselosed Liabilities.

(a) VHP Holdings. Except as set forth on Schedule 3.7(a), VHP Holdings
does not have any Liabilities.

(b) VHP. VHP does not have any Liabilities except (x) those which are
adequately reflected or reserved against in the VHP Balance Sheet as of the VHP Balance Sheet
Date, and (y) those which have been incurred in the ordinary course of business consistent with
past practice since the VHP Balance Sheet Date.

{c) Agency. Agency does not have any Liabilities except (x) those which are
adequately reflected or reserved against in the Agency Balance Sheet as of the Agency Balance
Sheet Date, and (y) those which have been incurred in the ordinary course of business consistent
with past practice since the Agency Balance Sheet Date.

38  Absence of Cerlain Chanpges, Event and Conditions. Except as expressly
contemplated by this Agreement or as set forth on Schedule 3.8, since September 30, 2016, the
VHP Entities have operated in the ordinary course of business in all material respects and, other
than in the ordinary course of business, consistent with past practice, there has not been, with
respect to any of the VHP Entities, any:

(a) event, occurrence or development that has had, or could reasonably be
expected to have, individually or in the aggregate, a Material Adverse Effect;

(b)  amendment of the certificate of formation, operating agreement, articles of
incorporation, bylaws or other organization documents;

() split, combination or reclassification of any shares or membership
interests;

(d) issuance, sale or other disposition of any of the VHP Entities’ membership
interests or capital stock, or grant of any options, warrants or other rights to purchase or obtain
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(including upon conversion, exchange or exercise) any such membership interests or capital
stock;

(¢)  declaration or payment by any of the VHP Entities of any dividends or
distributions on or in respect of any of ils membership interests or capital stock or redemption,
purchase or acquisition thereof;

(f material change by either of VHP or Agency, respectively, in any method
of accounting or accounting practice, except as required by SAP or GAAP, as the case may be or
as disclosed in the notes of the VHP Financial Statements or the Agency Financial Statements;

(g) material change in any of the VHP Entities’ cash management practices or
its policies, practices and procedures with respect to collection of accounts receivable,
establishment of reserves for uncollectible accounts, accrual of accounts receivable, prepayment
of expenses, payment of (rade accounts payable, accrual of other expenses, deferral of revenue
and acceptance of customer deposits;

(h)  entry by any of the VHP Entities into any Contract that would constitute a
Malerial Contract;

(i) incurrence, assumption or guarantee by any of the VHP Entities of any
indebtedness for borrowed money except unsecured current obligations and Liabilities incurred
in the ordinary course of business consistent with past practice;

)] transfer, assignment, sale or other disposition by (x) VHP of any of the
assets shown or reflected on the VHP Balance Sheet or cancellation by VHP of any debts or
entitlements or (y) Agency of any of its assets or cancellation by Agency of any debts or
entitlements;

(k) transfer, assignment or grant by any of the VHP Entities of any license or
sublicense of any material rights under or with respect to any VHP Intellectual Property or VHP
[P Agreements;

()] damage, destruction or loss (not covered by insurance) to any VHP
Entity’s property that is material to such VHP Entity;

(m)  waiver, settlement or compromise of rights or claims other than in the
ordinary course of business consistent with past practice;

(n) any capital investment in, or any loan to or any forgiveness of any loan to,
any other Person by any of the VHP Entities;

(0) acceleration, termination, material modification to or cancellation of any
Material Contract;

()] any material capilal expenditures by any of the VHP Entities;
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(q) imposition of any Encumbrance upon any of the properties, Membership
Interests or capital stock or assets, tangible or intangible, by any of the VHP Entities;

(r) any transaction with any current or former directors, managers, officers or
employees;

(s) enfry into a new line of business or abandonment or discontinuance of
existing lines of business;

(t) adoption of any plan of merger, consolidation, reorganization, liquidation
or dissolution or filing of a petition in bankruptcy under any provisions of federal or state
bankruptcy Law or consent to the filing of any bankruptcy petition against it under any similar
Law,

(U}  acquisition by merger or consolidation with, or by purchase of a
substantial portion of the assets or stock of, or by any other manner, any business or any Person
or any division thereof;

(v)  action by any of the VHP Entities making, changing or rescinding any Tax
election, amending any Tax Return or taking any position on any Tax Return, taking any action,
omitting to take any action or entering into any other transaction having the effect of increasing
the Tax liability or reducing any Tax asset of VHP Holdings in respect of any Post-Closing Tax
Period;

(w)  any addition or any development involving a prospective addition to any
of the VHP Entities' reserves for future policy benefits or other policy claims and benefits other
than as a result of activities and events in the ordinary course of business;

(x)  except as required by SAP or GAAP, as the case may be, or applicable
Law, any material change in any of the VHP Entities’ accounting, actuarial, pricing, investment,
reserving, reinsurance, underwriting, risk retention or claims administration policies, practices,
procedures, methods, assumplions or principles;

(y)  entering into or amending any Reinsurance Contract or arrangement, or
any assumption of any Liability or obligation with respect to, or entry into, or material
amendment or termination of, any assumed or ceded Reinsurance Contract; or

(z) any Contract to do any of the foregoing, or any action or omission that
would result in any of the foregoing,

3.9 Material Coniracts.

(a) Schedule 3,9(a) lists each of the following Contracts to which any of the
VHP Entities is a party, organized by the relevant VHP Entity (such Contracts, together with all
Contracts listed or required to be listed or otherwise disclosed or required to be disclosed in

Schedule 3.10 and Schedule 3.16(b), the “Material Contracts”):
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(i) each Contract of any of the VHP Entities involving aggregate
annual consideration in excess of $100,000 and which, in each case, cannot be cancelled by that
VHP Entity without penalty or without more than 90 days’ notice;

(ii)  each employment agreement with any executive officer;

(iii)  all Contracts by any of the VHP Entities to purchase its total
requirements of any product or service from a third party or containing “take or pay” provisions;

(iv)  all Contracts other than Insurance Contracts that provide for the
indemnification by any of the VHP Entities of any Person or the assumption of any material Tax
or other Liability of any Person;

V) all Contracts that relate to the acquisition or disposition of any
business, a material amount of stock or assets of any other Person or any real property (whether
by merger, sale of stock, sale of assets or otherwise);

(vi) except for Contracts relating to trade receivables, all Contracts
relating to indebtedness (including, without limitation, guarantees) of any of the VHP Entities;

(vii) all Contracts with any Governmental Authority to which any of the
VHP Entities is a party (“Governmental Contracts™), except for Insurance Contracts issued in the
ordinary course of business involving aggregate annual consideration that is less than $100,000;

(viii) all Contracts that limit or purport to limit the ability of any of the
VHP Entities to compete in any line of business or with any Person or in any geographic area or
during any period of time, or that give any third party a right of first offer or right of first refusal
with respect to any prospective transaction, business or activity;

(ix) any Contracts to which any of the VHP Entities is a party that
provide for any joint venture, partnership or similar arrangement by that VHP Entity;

(x) all Contracts between or among any of the VHP Entities on the one
hand and any of the VHP Parties (other than VHP Holdings) on the other hand;

(xi)  all collective bargaining agreements or Contracts with any labor
union to which any of the VHP Entities is a party;

(xii) all Contracts relating to the future disposition (including
restrictions on transfer or rights of first refusal) or future acquisition of any interest in any
business enterprise, and all Contracts relating to the future disposition of a material portion of the
Assets of any of the Contracts other than this Agreement,

(xiii) all Contracts the terms of which provide or contemplate that the
transactions contemplated under this Agreement will give to any form of severance,
compensation or other Liability of any of the VHP Entities; and

-17-

FES T &



(xiv) any other Contract that is material to any of the VHP Entities and
not previously disclosed pursuant to this Section.

(b) Each Material Contract is valid and binding on the applicable VHP Entity
in accordance with its terms and is in full force and effect. Neither of the applicable VHP Entity
nor, to any of the VHP Parties’ Knowledge, any other party thereto is in breach of or default
under (or is alleged to be in breach of or default under), or has provided or reccived any notice of
any intention to terminate, any Material Contract. To the VHP Parties’ Knowledge, no event or
circumstance has occurred that, without notice or lapse of time or both, would constitute an event
of default under any Material Contract or result in a termination thereof or would cause or permit
the acceleration or other changes of any right or obligation or the loss of any benefit thereunder.
Complete and correct copies of each Material Contract (including all modifications, amendments
and supplements thereto and waivers thereunder) have been Made Available to CBC.

3.10 Provider, Broker and Insurance Contracts.

(a) Schedule 3.10(a) lists (together with a copy of the respective form) each of
the following Contracts to which VHP is a party:

i) each Contract with any one or more providers of health care or
dental services or with Persons that employ or contract with providers of health care or dental
services;

(i)  all broker, vendor, network access, distributor, third party
administrator, dealer or agency Contracts;

(iii)  all Insurance Contracts issued by VHP. All such Insurance
Contracts and certificates, forms, applications, advertising materials, and rates or rules are in
material compliance with all applicable Laws.

(b)  Each Contract listed on Schedule 3.10(a) is valid and binding on VHP in
accordance with its terms and is in full force and effect. Neither VHP nor, to the VHP Parties’
Knowledge, any other party thereto is in breach of or default under (or is alleged to be in breach
of or default under), or has provided or received any notice of any intention to terminate, any
such Contract. To the VHP Parties’ Knowledge, no event or circumstance has occurred that,
without notice or lapse of time or both, would constitute an event of default under any such
Contract or result in a termination thereof or would cause or permit the acceleration or other
changes of any material right or obligation or the loss of any material benefit thereunder.

() Schedule 3.10(c) lists all of the brokers and the broker compensation for
VHP.

3,11 Insurance Issucd by VHP.

(a) Each Insurance Contract or certificate form, as well as any related
application form, written advertising material, and rates or rules currently marketed by VHP the
use or issuance of which requires filing or approval, has been appropriately filed, and if required
by applicable Law, approved or not objected to by the insurance Governmental Authorities of
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any state in which such Insurance Contracts, and forms, applications, advertising materials, rates
or rules, are required to be filed.

(b) Since December 31, 2015, all claims and benefits claimed by any Person
under any Insurance Contract have been paid (or provision for payment thereof has been made)
or not paid in accordance with the terms of the Insurance Contracts under which they arose.

(c) Except as set forth in the VHP Financial Statements and except as
provided by applicable Law, no provision in any Insurance Contract gives policyholders the right
to receive dividends or distributions on their Insurance Contracts (other than claim benefits) or
otherwise share in the benefits, revenue or profits of VHP nor has VHP marketed any of its
products in such a manner as could reasonably be expected to create an expectation on the part of
a policyholder to receive any such dividends or distributions. Except as incurred in the ordinary
course of business consistent with past practice, VHP is not liable to pay commissions upon the
renewal of any Insurance Contract nor are any of them party to any agreement providing for the
collection of insurance premiums payable to VHP by any other Person.

(d)  VHP has Made Available to CBC a copy of all written investment policies
and procedures for VHP. VHP has at all times complied with such investment policies and
procedures in all material respects,

(e)  VHP has Made Available to CBC a copy of its procedures or appropriate
documents for VHP which include procedures for review and mediation of complaints of
enrollees concerning (i) the quality of care rendered by a participating health care provider or
dental provider and (ii) the payment of benefits,

(f) VHP is not engaged in any activity that would require it to register as an
investment company, broker-dealer, investment advisor or fund administrator under any
applicable state or federal Law, including the Exchange Act, the Investment Company Act and
the Investment Advisors Act. VHP does not maintain or manage any open-end management
investment company or portfolio.

() VHP has duly and validly filed or caused to be filed all reports,
statements, documents, registrations, filings or submissions that were required by applicable
insurance Laws to be filed; all such filings complied with all applicable Laws in all material
respects when filed, and no material deficiencies have been asserted with respect to any such
filings which have not been fully satisfied in all material respects.

(h) Except as set forth on Schedule 3.11(h), VHP is not a party to any
Reinsurance Contract applicable to insurance in force on the date of this Agreement.

(i) Each Producer, at the time such Producer wrote, sold or produced business
for VHP, was duly licensed under applicable Law for the type of business written, sold or
produced by such Producer in the particular jurisdiction in which such Producer wrote, sold or
produced such business for VHP, and was duly appointed, if applicable, by VHP; (ii) no such
Producer violated (or with notice or lapse of time or both would have violated) any term or
provision of any Law or Order applicable to any aspect (including the marketing, writing, sale or
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production) of the business of any of VHP; and (iii) there are no material disputes between VHP
on the one hand and any such Producer on the other hand.

) No claims or assessments have been asserted against VHP by any
insurance guaranty association, joint underwriting association, residual market facility or
assigned risk pool. To the VHP Parties’ Knowledge, no such claim or assessment is pending.

(k)  No rating agency has imposed conditions (financial or otherwise) on
retaining any currently-held rating assigned to VHP, or indicated to VHP that it is considering
the downgrade of any rating assigned to VHP.

1)) VHP has Made Available to CBC true and complete copies of all risk-
based capital reports, which reports are true, accurate and complete in all material respects. VHP
has not suffered a decrease in its risk-based capital to “Company Action Level.”

3.12 Providers.

(a) Schedule 3.12(a) lists all health care providers and dental providers who
are parties to provider contracts with VHP.

(b)  None of the VHP Parties have any Knowledge of the intent of any of the
health care or dental providers who are listed or required to be listed on Schedule 3.12(a) to
terminate or fail to renew their respective provider contract at payment rates currently in effect.

3.13  Tide to Assets; Real Property.

(a) VHP has good and valid title to, or a valid leasehold interest in, all Real
Property and personal property and other assets reflected in the VHP Financial Statements or
acquired after the VHP Balance Sheet Date, other than properties and assets sold or otherwise
disposed of in the ordinary course of business consistent with past practice since the VHP
Balance Sheet Date. All such properties and assets (including leaschold interests) are free and
clear of Encumbrances except for the following (collectively referred to as “Permitted
Encumbrances™):

(i) liens for Taxes not yet due and payable;

(i)  mechanics’, carriers’, workmen’s, repairmen’s or other like lines
arising or incurred in the ordinary course of business consistent with past practice or amounts
that are not delinquent and which are not, individually or in the aggregate, material to the
business of any of the VHP Entities;

(iii) easements, rights of way, zoning ordinances and other similar
Encumbrances affecting Real Property which are not, individually or in the aggregate, material
to the business of any of the VHP Entities; or

(iv) liens arising under original purchase price conditional sales
contracts and equipment leases with third parties entered into in the ordinary course of business
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consistent with past practice which are not, individually or in the aggregate, material to the
business of any of the VHP Entities.

(b)  None of the VHP Entities owns or previously owned any Real Property.

(c) Schedule 3.13(c) lists (i) the street address of each parcel of Real Property;
(ii) if such Real Property is leased or subleased by any of the VHP Entities, the landlord under
the lease, rental amount currently being paid, and the expiration of the terms of such lease or
sublease for each leased or subleased Real Property; and (iii) the current use of such Real
Property. With respect to leased Real Property, VHP Holdings has Made Available to CBC true,
complete and correct copies of any leases affecting the Real Property. None of the VHP Entities
is a lessor, sublessor or grantor under any lease, sublease or other instrument granting to any
other Person any right to the possession, lease, occupancy or enjoyment of any leased Real
Property. To the VHP Parties’ Knowledge, the use and operations of the Real Property in the
conduct of each VHP Entity’s business do not violate any Law, covenant, condition, restriction,
easement, license, permit or agrcement. No material improvement constituting a part of the Real
Property encroach on real property owned or leased by a Person other than the relevant VHP
Entity. There are no Actions pending nor, to the VHP Parties’ Knowledge, threatened against or
affecting the Real Property or any portion thereof or interest therein in the nature or in lieu of
condemnation or eminent domain proceedings.

3.14  Condition and Sufficiency of Assets. To the Knowledge of the VHP Parties, The
buildings, plants, structures, furniture, fixtures, machinery, equipment, vehicles and other items
of tangible personal property of each VHP Entity are structurally sound, are in adequate
operating condition and repair, and are adequate for the uses to which they are being put, and
none of such buildings, plants, structures, furniture, fixtures, equipment, vehicles and other items
of tangible personal property is in need of maintenance or repairs. Except as set forth in
Schedule 3.14, the buildings, plants, structures, furniture, fixtures, machinery, equipment,
vehicles and other items of tangible personal property currently owned or leased by each VHP
Entity, together with all other properties and assets of that VHP Entity, are sufficient for the
continued conduct of that VHP Entity’s business afier the Closing in substantially the same
manner as conducted prior to the Closing and constitute all of the rights, property and assets
nccessary to conduct the business of that VHP Entity as currently conducted.

3.15 Intellectual Property.

(a) Schedule 3.15(a) lists all VHP Intellectual Property and all VHP [P
Registrations that are owned by any of the VHP Entities. All required filings and fees relating to
the VHP IP Registrations have been timely filed with and paid to the relevant Governmental
Authorities and authorized registrars, and all VHP IP Registrations are otherwise in good
standing. The VHP Intellectual Property listed in Schedule 3.15(a) constitutes all of the
Intellectual Property that the VHP Entities own, all of which will remain owned by the VHP
Entities and available for their respective use from and after the Closing,

(b) Schedule 3.15(b) lists all VHP IP Agreements. VHP Holdings has Made
Available to CBC true and complete copies of all such VHP IP Agreements, including all
modifications, amendments and supplements thereto and waivers thereunder. Each VHP [P
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Agreement is valid and binding on the relevant VHP Entity in accordance with its terms and is in
full force and effect. Neither the VHP Entities, nor to the VHP Entities’ nor the VHP Parties’
Knowledge, any other party thereto, is in breach of or default under (or is alleged to be in breach
of or default under), or has provided or received any notice of breach or default of or any
intention to terminate, any VHP IP Agreement,

(c)  The VHP Entity identified on Schedule 3.15(c) is the sole and exclusive
legal and beneficial, and with respect to the VHP IP Registrations, record, owner of all right, title
and interest in and to the VHP Intellectual Property, and each VHP Entity has the valid right to
use all other Intellectual Property used in or necessary for the conduct of its respective current
business or operations, in each case, free and clear of Encumbrances other than Permitted
Encumbrances.

(d)  The consummation of the transactions contemplated hereunder will not
result in the loss or impairment of or payment of any additional amounts with respect to, nor
require the consent of any other Person in respect of, any of the VHP Entities’ right to own, use
or hold for use any Intellectual Property as owned, used or held for use in the conduct of the
relevant VHP Entity’s business or operations as currently conducted.

(¢)  Each of the VHP Entities’ rights in the VHP Intellectual Property are
valid, subsisting and enforceable. Each of the VHP Entities has taken all reasonable steps to
maintain its respective VHP Intellectual Property and to protect and preserve the confidentiality
of all its trade secrets included in the VHP Intellectual Property.

() The conduct of each of the VHP Entities® respective business as currently
and formerly conduct, and the products, processes and services of each of the VHP Entities, have
not infringed, misappropriated, diluted or otherwise violated, and do not and will not infringe,
dilute, misappropriate or otherwise violate the Intellectual Property or other rights of any Person.
No Person has infringed, misappropriated, diluted or otherwise violated, or is currently
infringing, misappropriating, diluting or otherwise violating, any VHP Intellectual Property.

(g)  There are no Actions (including any oppositions, interferences or re-
examinations) settled, pending or threatened (including in the form of offers to obtain a license):
(i) alleging any infringement, misappropriation, dilution or violation of the Intellectual Property
of any Person by any of the VHP Entities; (ii} challenging the validity, enforceability,
registrability or ownership of any VHP Intellectual Property or any VHP Entities’ rights with
respect to any VHP Intellectual Property; or (iii) by any of the VHP Entities or any other Person
alleging any infringement, misappropriation, dilution or violation by any Person of any VHP
Intellectual Property. None of the VHP Entities is subject to any outstanding or prospective
Governmental Order (including any motion or petition therefor) that does or would restrict or
impair the use of any VHP Intellectual Property.

3.16 Accounis Receivable.

(a) The accounts receivable reflected on the VHP Interim Balance Sheet and
VHP's most recent Quarterly Statement and the accounts receivable arising after the date thereof
(a) have arisen from bona fide transactions entered into by VHP involving the sale of goods or
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the rendering of services in the ordinary course of business consistent with past practice; (b)
constitute only valid, undisputed claims of VHP not subject to claims of set-off or other defenses
or counterclaims other than normal cash discounts accrued in the ordinary course of business
consistent with past practice; and (c) subject to a reserve for bad debts shown on the VHP
Interim Balance Sheel and on the most recent Quarterly Statement or, with respect to accounts
receivable arising after the VHP Interim Balance Sheet Date or the date of the most recent
Quarterly Statement, on the accounting records of VHP, are expected to be collectible in full
within 90 days are billing. The reserve for bad debts shown on the VHP Interim Balance Sheet
and its most recent Quarterly Statement or, with respect to accounts receivable arising after the
VHP Interim Balance Sheet Date or the date of the most recent Quarterly Statement, on the
accounting records of the relevant VHP Entity have been determined in accordance with SAP,
consistently applied, subject to normal year-end adjustments and the absence of disclosures
normally made in footnotes.

3.17 Suppliers. Except as set forth on Schedule 3.17, none of the VHP Entities has
paid to a supplier (other than an Affiliate), as consideration for goods or services rendered, an
amount greater than or equal to $100,000 for the most recent fiscal year.

3.18 Qperations Insurance. Schedule 3.18 sets forth a true and complete list of all
current policies (including any policies under which claims may still be made) or binders of fire,
liability, product liability, umbrella liability, real and personal property, workers’ compensation,
vehicular, directors’ and officers’ liability, fiduciary liability and other casualty and property
insurance maintained by any of the VHP Entities and relating to the assets, business, operations,
officers and directors of any of the VHP Entities (collectively, the “Operations Insurance
Policies™) and true and complete copies of such Operations Insurance Policies have been Made
Available to CBC. Such Operations Insurance Policies are in full force and effect. None of the
VHP Entities has received any written notice of cancellation or non-renewal of, premium
increase with respect to, or alteration of coverage under, any of such Operations Insurance
Policies. All premiums due on such Operations Insurance Policies have either been paid or, if
due and payable prior to Closing, will be paid prior to Closing in accordance with the payment
terms of each Operations Insurance Policy. The Operations Insurance Policies do not provide for
any retrospective premium adjustment or other experience-based liability on the part of any of
the VHP Entities. All such Operations Insurance Policies (a) are valid and binding in accordance
with their terms; (b) are provided by carriers who are financially solvent; and (c) have not been
subject to any lapse in coverage. There are no claims related to the business of any of the VHP
Entities pending under any such Operations Insurance Policies as to which coverage has been
questioned, denied or disputed or in respect of which there is an outstanding reservation of
rights. None of the VHP Entities is in default under, or has otherwise failed to comply with, in
any material respect, any provision contained in any such Operations Insurance Policy. The
Operations Insurance Policies are of the type and in the amounts customarily carried by Persons
conducting a business similar to the VHP Entities and are sufficient for compliance with all
applicable Laws and Contracts to which any of the VHP Entities is a party or by which it is
bound.
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3.19  Lepal Proceedings; Governmental Orders.

(a) There are no -Actions pending or, to the Knowledge of the VHP Parties,
threated (a) against or by any of the VHP Entities affecting any of such VHP Entity’s properties,
assets or business; or (b) against or by any of the VHP Entities or the VHP Parties that
challenges or seeks to prevent, enjoin or otherwise delay the transactions contemplated by this
Agreement. No event has occurred or circumstances exist that may give rise to, or serve as a
basis for, any such Action.

(b)  There are no outstanding Governmental Orders or supervisory letters
(including without limitation any that relate to reserve adequacy or to the markeling, sales, trade
or underwriting practices or policies of any of the VHP) and no unsatisfied judgments, penalties
or awards against or affecting VHP or any of its properties or assets nor, to the VHP Parties’
Knowledge, are any Governmental Authorities contemplating issuing any.

3.20 Compliance with Laws; Permits,

(a) Each of the VHP Entities has complied, in all material respects, and is
now complying, in all material respects, with all Laws applicable to it or its business, properties
or assets or business, including all applicable data security and privacy laws.

()] All Permits required for any of the VHP Entities to conduct its business
have been obtained by it and are valid and in full force and effect. All fees and charges with
respect to such Permits as of the Effective Date have been paid in full. Schedule 3.20(b) lists all
current Permits issued to each of the VHP Entities, including the names of the Permits and their
respective dates of issuance and expiration. No event has occurred that, with or without notice or
lapse of time or both, would reasonably be expected to result in the revocation, suspension, lapse
or limitation of any Permit set forth in Schedule 3.20(Db).

(c) VHP has Made Available to CBC all reports (including draft reports) of
examinations of the affairs of VHP (including market conduct examinations) issued by insurance
Governmental Authorities. All material deficiencies or violations in such reports have been
resolved. All outstanding Insurance Contracts issued or assumed by VHP are, to the extent
required by applicable Law, on forms and at rates approved by the insurance Governmental
Authorities of the jurisdiction where issued or have been filed with and not objected to by such
Governmental Authorities within the periods provided for objection,

(d)  Each of the VHP Parties has implemented procedures and programs which
are designed to provide reasonable assurance that it is in compliance in all material respects with
all applicable Laws, including advertising, licensing, data security, privacy and sales Law.

321 Environmental Matters. Each of the VHP Entities is currently and has been in
compliance in all material respects with all environmenta! laws and has not received from any
Person any: (i) environmental notice or environmental claim; or (ii) written request for
information pursuant to environmental law, which, in each case, either remains pending or
unresolved, or is the source of ongoing obligations or requirements as of the Closing Date.
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322 Employec Matters.

(a) Schedule 3.22 sets forth a true, correct and complete list of each of the
following with respect to each of the VHP Entities: (i) the name and position, base salary rate
and bonus opportunity, date of hire and amount of accrued but unused and unpaid vacation time,
sick time and paid time off of each present employee or independent contractor, including each
employee on leave of absence or layoff status, (ii) each Employee Benefit Plan, (iii) each
advisory, consulting, employment or managerial Contract and (iv) each employee confidentiality
or other Contract protecting proprietary formulae, information or processes.

(b) Each Employee Benefit Plan has been operated and administered in
compliance in all material respects with its terms and applicable Law, including ERISA and the
Code. Any Employee Benefit Plan that is an employee pension benefit plan (within the meaning
of Section 3(2) of ERISA) that is intended to qualify under Section 401(a) of the Code has
received a favorable determination letter or is entitled to rely on a favorable opinion letter from
the Internal Revenue Service, and no event or circumstance has occurred that could cause the
loss of such qualification. All contributions and premium payments required under the terms of
ache Employee Benefit Plan and applicable Law have been made when due.

(c) Except as required by applicable Law, the transactions contemplated by
this Agreement and the Transaction Documents will not accelerate the vesting or the time of
payment, or increase the amount, of compensation due to any present or former employee of any
of the VHP Entities. None of the VHP Entities is a party to any Contract or Employee Benefit
Plan that would result, separately or in the aggregate, in the payment of any excess parachute
payments within the meaning of Section 280G of the Code (or any comparable provision of
another applicable Law).

3.23  Taxes,

(a) All Tax Returns required to be filed on or before the Closing Date by any
of the VHP Entities have been, or will be, timely filed. Such Tax Returns are, or will be, true,
complete and correct in all respects. All Taxes due and owing by any of the VHP Entities
(whether or not shown on any Tax Return) have been, or will be, timely paid.

(b) Each of the VHP Entities has withheld and paid each Tax required to have
been withheld and paid in connection with amounts paid or owing to any employee, independent
contractor, credit, customer, shareholder or other party, and complied with all information
reporting and backup withholding provisions of applicable Law.

(c)  Noclaim has been made by any taxing authority in any jurisdiction where
a VHP Entity does not file Tax Returns that it is, or may be, subject to Tax by that jurisdiction.

(d)  Except as set forth in Schedule 3.23(d), no extensions or waivers of
statutes of limitations have been given or requested with respect to any Taxes of any of the VHP
Entities,

(e) The amount of each of VHP's and Agency’s respective Liability for
unpaid Taxes for all periods ending on or before December 31, 2016 does not, in the aggregate,
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exceed the amount of accruals of Taxes (excluding reserves for deferred Taxes) reflected on its
respeclive Financial Statements. The amount of each of VHP’s and Agency’s respective
Liability for unpaid Taxes for all periods foliowing the end of the recent period covered by its
respective Financial Statements shall not, in the aggregate, exceed the amount of accruals for
Taxes (excluding reserves for deferred Taxes) as adjusted for the passage of time in accordance
with its respective past custom and practice (and which accruals shall not exceed comparable
amounis incurred in similar periods in period years).

(f) Schedule 3,23(f) sets forth:

(i) the taxable years of each of the VHP Entities as to which the
applicable statutes of limitations on the assessment and collection of Taxes has not expired;

(ii)  those years for which examinations by the taxing authorities have
been completed; and

(iii)  those taxable years for which examinations by taxing authorities
are presently being conducted.

(g) All deficiencies asserted, or assessments made, against any of the VHP
Entities as a result of any examinations by any taxing authority have been fully paid.

(h)  To each of the VHP Parties’ Knowledge after reasonable inquiry, none of
the VHP Entities is a party to any Action by any taxing authority, and there are no pending or
threatened Actions by any taxing authority.

(i) VHP Holdings has Made Available to CBC copies of all pro forma
federal, state, local and foreign income, franchise and similar Tax Returns and examination
reports of, and statements of deficiencies assessed against or agreed to by, any of the VHP
Entities for all Tax periods ending after December 31, 2015.

() To each of the VHP Parties’ Knowledge afier reasonable inquiry, there are
no Encumbrances for Taxes (other than for current Taxes not yet due and payeble) upon the
assets of any of the VHP Entities.

(k)  No private letter rulings, technical advice memoranda or similar
agreements or rulings have bene requested, entered into or issued by any taxing authority with
respect to any of the VHP Entities.

()] Each of the VHP Entities is a member of a consolidated or unitary Tax

group for Tax purposes. Except as set forth in Schedule 3.23([), none of the VHP Entities has
any Liability for Taxes of any Person (other than any of the VHP Entities) under Treasury
Regulations Section 1.1502-6 (or any corresponding provision of state, local or foreign Law), as
transferec or successor, by contract or otherwise.

(m)  Except as set forth in Schedule 3.23(f), none of the VHP Entities will be
required to include any item of income in, or exclude any item or deduction from, laxable
income for any taxable period or portion thereof ending after the Closing Date as a result of:
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) any change in a method of accounting under Section 481 of the
Code (or any comparable provision of state, local or foreign Tax Laws), or use of an improper
method of accounting, for a tax period ending on or prior to the Closing Date;

(i)  an installment sale or open transaction occurring on or prior to the
Closing Date;

(i)  a prepaid amount received on or before the Closing Date;

(iv)  any closing agreement under Section 7121 of the Code, or similar
provision of state, local or foreign Law; or

v) any election under Section 108(i) of the Code.

(n)  None of the VHP Entities nor any of the VHP Parties is a “foreign person”
as that term is used in Treasury Regulations Section 1.1445-2, None of the VHP Entities nor any
of the VHP Parties is, nor has it been, a United States real property holding corporation (as
defined in Section 897(c)(2) of the Code) during the applicable period specified in Section
897(c)(1)(a) of the Code.

(0)  None of the VHP Entities has been a “distributing corporation” or a
“controlled corporation” in connection with a distribution described in Section 355 of the Code.

(p)  None of the VHP Entities is, nor has been, a party to, or a promoter of, a
“reportable transaction” within the meaning of Section 6707A(c)(1) of the Code and Treasury
Regulations Section 1.601-4(b).

(q) To each of the VHP Parties® Knowledge after reasonable inquiry, there is
currently no limitation on the utilization of net operating losses, capital losses, built-in losses, tax
credits or similar items of any of the VHP Entities under Sections 269, 382, 383, 384 or 1502 of
the Code and the Treasury Regulations thereunder (and comparable provisions of state, local or
foreign Law); provided, however, that no representation is made as to the ability of the VHP
Entities to utilize such net operating losses, capital losses, built-in losses, tax credits or similar
items following the transactions contemplated by this Agreement.

() No property owned by any of the VHP Entities is (i) required to be treated
as being owned by another person pursuant to the so-called “safe harbor lease™ provisions of
former Section 168(f)(8) of the Internal Revenue Code of 1964, as amended, (ii) subject to
Section 168(g)(1)(A) of the Code or (iii) subject to a disqualified leaseback or long-term
agreement as defined in Section 467 of the Code.

3.24 Transactions with Interested Persons. Except as set forth on Schedule 3.24, none
of the VHP Entities is a party to any Contract with any directors, officers, employees or
individual members or stockholders of any of the VHP Parties, or any family member or affiliate
of any of the foregoing, other than medical or dental Insurance Contracts with individuals.

3.25 Abscnce of Indemnifiable Claims. As of the date of this Agreement, 10 the
Knowledge of the VHP Parties, there are no pending claims that would entitle any director,
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manager or officer of any of the VHP Entities to indemnification by any of the VHP Entities
under applicable law, the certificate of formation, operating agreement, articles of incorporation,
bylaws or other organization documents of any of the VHP Entities, any insurance policy
maintained by any of the VHP Entities or any indemnity agreement of any of the VHP Entities or
similar agreements to which any of the VHP Entities is a party or by which any of ils Assets is or
may be bound.

3.26 DBrokers. No broker, find or investment banker is entitled to any brokerage,
finder’s or other fee or commission in connection with the transactions contemplated by this
Agreement or any other Transaction Document based upon arrangements made by or on behall
of any of the VHP Entities or the VHP Parties.

ARTICLE IV
REPRESENTATIONS AND WARRANTIES OF CBC

CBC represents and warrants to the VHP Parties as follows:

4.1  Orpanization_and Authority of CBC. CBC is a non-profit corporation duly
incorporated, validly existing and in good standing under the laws of the Commonwealth of
Pennsytvania, CBC has full corporate power and authority to enter into this Agreement, the
Transaction Documents and the other documents to which CBC is a party, to carry out iis
obligations hereunder and thereunder and to consummate the transactions contemplated hereby
and thereby. The execution and delivery by CBC of this Agreement and any other document to
which CBC is a party, the performance by CBC of its obligations hereunder and thereunder and
the consummation by CBC of the transactions contemplated hereby and thereby have been duly
authorized by all requisite corporate action on the part of CBC. This Agreement has been duly
executed and delivered by CBC, and (assuming due authorization, execution and delivery by the
other Parties) this Agreement constitutes a legal, valid and binding obligation of CBC
enforceable against CBC in accordance with its terms.

42  No Conflicts; Consents. The execution, delivery and performance by CBC of this
Agreement, the Transaction Documents and any other document to which it is a party, and the
consummation of the transactions contemplated hereby and thereby, do not and will not: (a)
conflict with or result in a violation or breach of, or default under, any provision of the articles of
incorporation, bylaws or other organizational documents of CBC; (b) conflict with or result in a
violation or breach of any provision of any Law or Governmental Order applicable to CBC; or
(c) except as set forth in Schedule 4.2, require the consent, notice or other action by any Person
under any contract to which CBC is a party. No consent, approval, Permit, Governmental Order,
declaration or filing with, or notice to, any Governmental Authority is required by or with
respect to CBC in connection with the execution and delivery of this Agreement, the Transaction
Documents and any other documents to which it is a party and the consummation of the
transactions contemplated hereby and thereby, except for such filings and approvals of state
insurance regulatory agencies as may be required.

4.3 Investigation, Ete.
(a) CBC acknowledges that:

-28-

1951779 8



(i) it has been furnished with or given adequate access to all such
information about the VHP Parties as CBC has requested, and has carefully reviewed all such
information and such other information that it and its advisers deem necessary to make its
decision to enter in the transaction contemplated by this Agreement;

(ii)  In connection with CBC’s investigation, CBC has received certain
projections, including projected statements of operating revenues and income from operations of
the VHP Parties and certain business plan information. CBC acknowledges that there are
uncertainties inherent in attempting to make such estimates, projections and other forecasts and
plans, that CBC is familiar with such uncertainties and that CBC is responsible for making its
own evaluation of the adequacy and accuracy of all estimates, projections and other forecasts and
plans so furnished to it, including the reasonableness of the assumptions underlying such
estimates, projections and forecasts. Accordingly, CBC hereby acknowledges that neither VHP
Parties nor any of its Affiliates or representatives is making any representation or warranty with
respect to such estimates, projections and other forecasts and plans, including the reasonableness
of the assumptions underlying such estimates, projections and forecasts, and that CBC has not
relied on any such estimates, projections and forecasts or plans. CBC acknowledges that neither
the VHP Parties nor their representatives have made or will be deemed to have made, and that
CBC has not relied on, and affirmatively disclaims any right to rely upon, any representation,
warranty, covenant or agreement, express or implied, with respect to the VHP Parties or the
transactions contemplated by this Agreemeni, other than the representations, warranties,
covenants and agreements of the VHP Parties (hat are expressly set forth in this Agreement.

(b) CBC hereby represents and warrants as follows with respect to the Offered
Interests:

(i) The Offered Interests are being acquired for CBC’s own account
and not as a nominee or agent for the benefit of any other person, and CBC has no present
intention of distributing, reselling or hypothecating the Offered Interests.

(i) CBC understands that the Offered Interests have not been
registered under the Securities Act of 1933, as amended (the “1933 Act”), or under the laws of
any state or other jurisdiction, and that VHP Holdings does not contemplate registration of, and
is under no obligation to so register, the Offered Interests, CBC understands and agrees that that
the transferability of the Offered Interests will be limited by restrictions set forth in the Amended
and Restated Operating Agreement, and that the Offered Interests may not be transferred unless
among other things, the applicable requirements in the Amended and Restated Operating
Agreement are observed and the Offered Interests are either registered under the 1933 Act and/or
other applicable securities laws or an exemption from registration applies. CBC agrees that stop
order instructions prohibiting transfer of the Offered Interests may be issued and filed by VHP
Heoldings on VHP Holdings’ records as a means of preventing the sale or disposition of the
Offered Interests.

(ili) CBC qualifies as an “Accredited Investor” under Regulation D
promulgated under the 1933 Act, and is domiciled in the Commonwealth of Pennsylvania.
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_ (iv)  CBC acknowledges that no federal or state agency has approved or
disapproved the Offered Interests, passed upon or endorsed the merits of the Offered Interests or
made any finding or determination as to the fairness of the investment; and

W) In connection with CBC’s investment in the Offered Interests and
VHP Holdings, CBC has had the opportunity to seek the advice of CBC’s own investment
advisers, counsel and/or accountants as to the suitability of such investment to CBC.

(vi)  CBC understands that this investment in the Offered Interests is
illiquid.

(vii)  The only jurisdiction in which an offer to sell the Offered Interests
was made to CBC was in Pennsylvania, CBC has no present intention of becoming domiciled in
any other state or jurisdiction, and will promptly notify VHP Holdings in writing in the event of
a change in domicile, principal place of business or principal office, as the case may be, to any
other state or jurisdiction.

(viii) CBC understands that the Offered Interests are being offered and
sold in reliance on specific exemptions from the registration requirements of federal and state
securities laws and that VHP Holdings is relying upon the truth and accuracy of the
representations, warranties, agreements, acknowledgments and understandings set forth herein in
order to determine the applicability of such exemptions and the suitability of CBC to acquire the
VHP Holdings, and represents and warrants that the information set forth herein is true and
correct.

44  Brokers. No broker, finder or investment banker is entitled to any brokerage,
finder’s or other fee or commission in connection with the transactions contemplated by this
Agreement or any other Transaction Document based upon arrangements made by or on behalf
of CBC.

4.5  Sufficiency of Funds. CBC has sufficient cash on hand or other sources of
immediately available funds to enable it to make payments of the Purchase Price and
consummate the transactions contemplated by this Agreement.

4.6  Lepal Proccedings. There are no Actions pending or, to CBC’s knowledge,
threatened against or by CBC or any Affiliate of CBC that challenge or seek to prevent, enjoin or
otherwise delay the transactions contemplated by this Agreement. No event has occurred or
circumstances exist that may give rise or serve as a basis for any such Action.

ARTICLEV
PRE-CLOSING CONDITIONS

5.1 Conduct of Business Prior to_the Closing. From the date hereof until the Closing,
except as otherwise provided in this Agreement or consented to in writing by CBC (which
consent shall not be unreasonably withheld, conditioned or delayed), VHP Holdings shall, and
the VHP Parties shall cause VHP Holdings to, (x) conduct the business of the VHP Entities in
the ordinary course of business, consistent with reasonable business practices; and (y) use
commercially reasonable efforts to maintain and preserve intact the current organization,
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business and franchise of cach of the VHP Entities and to preserve the rights, franchises,
goodwill and relationships of its customers, lenders, suppliers, providers, insureds, regulators and
others having business relationships with any of the VHP Entities, except for aclions expressly
required or permitted to be taken under this Agreement, Without limiting the foregoing, from
the date hereof until the Closing Date, each of the VHP Entities shall, and the VHP Parties shall
cause each of the VHP Entities to:

(a) preserve and maintain all of its Permits;
(b) pay its debts, Taxes and other obligations when due;

(c)  deliver to CBC as promptly as practicable after preparation thereof,
unaudited or audited, as the case may be, (i) SAP Statements filed by or on behalf of VHP after
the Effective Date and copies of material correspondence relating to any such SAP Statement,
and (ii) any financial statements, reports, plans or budgets prepared for or used by the
management of any of the VHP Entities in the conduct, management or operation of their
respective businesses;

(d)  deliver to CBC a draft of any regulatory filing at least 15 Business Days in
advance of it being filed;

(e) maintain the properties and assets that it owns, operates or uses in the
same condition as they were on the date of this Agreement, subject to reasonable wear and tear;

(f) continue in full force and effect without modification all Operating
Insurance Policies, except as required by applicable Law;

(g) defend and protect its properties and assets from infringement or
usurpation;

(h) perform, in all material respects, all of its obligations under all Contracts
relating to or affect its properties, assets or business;

(i) maintain its books and records in accordance with best practices;
'6)) comply, in all material respects, with all applicable Laws;

(k)  except in the ordinary course of business, not take any of the following
actions with respect to any Insurance Contract: reduce rates, fail to implement actuarially-based
rate increases, extend existing policy terms, or accelerate renewals;

)] except in the ordinary course of business, not take any action which would
be reasonably likely to result in (A) the realization of any gross capital loss or losses in an
amount of $50,000 or more, or (B) an adverse impact on its surplus in an amount of $50,000 or

more; and

(m)  not take or permit any action that would cause any of the changes, events
or conditions described in Schedule 3.8 to occur, except for (i) separation of Fiaschetti
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employment on agreed-upon terms, and (ii) any actions to which CBC has expressly consented
in writing in advance of the action being taken,

5.2  Access to Information. From the date hereof until the Closing, the VHP Parties
shall, and shall cause each of the VHP Entities to, (i) afford CBC and its Representatives
reasonable access 1o and the right to inspect all of the Real Property, properties, assets, premises,
books and records, Contracts and other documents and data related to each VHP Entity; (ii)
furnish CBC and its Representatives with such financial, operating and other data and
information related to each of the VHP Entities as CBC or any of its Representatives may
reasonably request; and (iii) instruct the Representatives of the VHP Parties to cooperate with
CBC in its preparation for the Closing, including its investigation of the VHP Entities. Any
investigation pursuant to this Section is to be conducted upon reasonable advance notice to VHP
Holdings and during a time, at a location and in a manner as reasonably agreed upon by CBC
and VHP Holdings. No investigation which has been or will be made by CBC or other
information received by CBC will operate as a waiver or otherwise affect any representation,
warranty or agreement given or made by the VHP Parties in this Agreement,

5.3  No Solicitation of Other Bids. Prior to termination of this Agreement under
Article 8 herein, none of the VHP Parties may, and each of them shall cause each of their
respective Affiliates and their respective Representatives not to, directly or indirectly, (i)
encourage, solicit, initiate, facilitate or continue inquiries regarding an Acquisition Proposal; (ii)
enter into discussions or negotiations with, or provide any information to, any Person concerning
a possible Acquisition Proposal; or (iii) enter into any agreements or other instruments (whether
or not binding) regarding an Acquisition Proposal. The VHP Parties shall immediately cease and
cause 1o be terminated, and each of them shall cause each of their respective Representatives to
immediately cease and cause to be terminated, all existing discussions or negotiations with any
Persons conducted heretofore with respect to, or that could lead to, an Acquisition Proposal. For
purposes hereof, “Acquisition Proposal” shall mean any inquiry, proposal or offer from any
Person (other than CBC or any of its Affiliates) concerning (i) a merger, consolidation,
liquidation, recapitalization, share exchange or other business combination transaction involving
VHP Holdings; (ii) the issuance or acquisition of Membership Interests, shares of capital stock or
other equity securities of any of the VHP Entities; (iii) the sale, lease, exchange or other
disposition of any significant portion of any of the VHP Entities’ propertics or assets; or (iv) any
other kind of insurance or reinsurance transaction that would effect a disposition of any of the
VHP Entities’ businesses.

(a) In addition to the other obligations under this Scction, VHP Holdings shall
promptly (and in any event within three Business Days after receipt thereof by VHP Holdings or
its Representatives) advise CBC orally and in writing of any Acquisition Proposal, any request
for information with respect to any Acquisition Proposal, or any inquiry with respect to or which
could reasonably be expected to result in an Acquisition Proposal, the terms and conditions of
such request, Acquisition Proposal or inquiry, and the identity of the Person making the same,

(b) The VHP Parties agree that the rights and remedies for noncompliance
with this Section shall include having such provision specifically enforced by any court having
equily jurisdiction, it being acknowledged and agreed that any such breach or threatened breach
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shall cause irreparable injury to CBC and that money damages would not provide an adequate
remedy to CBC.

54 Notice of Certain Events,

(a) From the Effective Date until the Closing, each Party shall promptly notify
the other Party in writing of:

(i) any fact, circumstance, event or action the existence, occurrence or taking of
which (A) in the case of the VHP Parties, has had, or could reasonably be expected to have,
individually or in the aggregate, a Material Adverse Effect, (B) has resulted in, or could
reasonably be expected {o result in, any representation or warranty made by the such Party
hereunder not being true and correct or (C) has resulted in, or could reasonably be expected to
result in, the failure of any of the conditions set forth in Section 6.1 and Scction 6.2 to be
satisfied;(ii) any notice or other communication from any Person alleging that the consent of
such Person is or may be required in connection with the transactions contemplated by this
Agreement;(iii) any notice or other communication from any Governmental Authority in
connection with the transactions contemplated by this Agreement; and

(iv)  any Actions commenced or, to such Party’s Knowledge, threatened
against, relating to or involving or otherwise affecting such Party that, if pending on the
Effective Date, would have been required to have been disclosed pursuant to this Agreement or
that relates to the consummation of the transactions contemplated by this Agreement.

(b) A Party’s receipt of information pursuant to this Scction shall not operate
as a waiver or otherwise affect any representation, warranty or agreement given or made by the
other Party in this Agreement and shall not be deemed to amend or supplement the Disclosure
Schedules.

5.5 Governmental Approvals and Consents.

(a) Each Party shall, as promptly as possible, (i) make, or cause to be made,
all filings and submissions required under any Law applicable to such Party or any of its
Affiliates to oblain all Governmental Approvals; and (ii) use commercially reasonable efforts to
obtain, or cause to be obtained, all consents, authorizations, orders and approvals from all
Governmental Authorities that may be or become necessary for its execution and delivery of this
Agreement and the performance of its obligations pursuant to this Agreement and the other
Transaction Documents. Each Party shall cooperate fully with the other Parties and their
respective Affiliatcs in promptly seeking to obtain all such consents, authorizations, orders and
approvals. The Parties shall not willfully take any action that will have the effect of delaying,
impairing or impeding the receipt of any required consents, authorizations, orders and approvals.

(b) The Parties shall use commercially reasonable efforts to give all notices to,
and obtain all consents from, all third parties that are described in Schedule 3.4(c) and Schedule
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. (c) Without limiting the generality of the Parties’ undertakings pursuant to
subsections (a) and (b) hereof, each of the Parties shall use all commercially reasonable efforts
to:

_ (i) respond to any inquiries by any Governmental Authority regarding
insurance regulatory, antitrust or other matters with respect to the transactions contemplated by
this Agreement or any Transaction Document;

(ii)  avoid the imposition of any order or the taking of any action that
would restrain, alier or enjoin the transactions contemplated by this Agreement or any
Transaction Document; and

(iii) in the event any Governmental Order adversely affecting the
ability of the Parties to consummate the transactions contemplated by this Agreement or any
Transaction Document has been issued, to have such Governmental Order vacated or lifted.

(d)  If any consent, approval or authorization necessary to preserve any right or
benefit under any Contract to which any of the VHP Entities is a party is not obtained prior to the
Closing, VHP Parties shall, subsequent to the Closing, use commercially reasonable efforts to
obtain such consent, approval or authorization as promptly thereafter as practicable.

(e) All analyses, appecarances, meetings, discussions, presentations,
memoranda, briefs, filings, arguments and proposals made by or on behalf of any Party before
any Governmental Authority or the staff or regulators of any Governmenial Authority, in
connection with the (ransactions contemplated hereunder (but, for the avoidance of doubt, not
including any interactions between any Party and any Governmental Authority in the ordinary
course of business, any disclosure which is not permitted by Law or any disclosure containing
confidential information) shall be disclosed to the other Parties hereunder in advance of any
filing, submission or attendance, it being the intent that the Parties will consult and cooperate
with one another, and consider in good faith the views of one another, in connection with any
such analyses, appearances, meetings, discussions, presentations, memoranda, briefs, filings,
arguments and proposals. Each Party shall give notice to each of the other Parties with respect to
any meeting, discussion, appearance or contact with any Governmental Authority or the staff or
regulators of any Governmental Authority, with such notice being sufficient to provide the other
Parties with the opportunity to attend and participate in such meeting, discussion, appearance or
contact.

() Notwithstanding the foregoing, nothing in this Scction shall require, or be
construed to require, CBC or any of its Affiliates to agree to (i) sell, hold, divest, discontinue or
limit, before or after the Closing, any assets, businesses or interests of CBC, the VHP Entities or
any of their respective Affiliates; (ii) any conditions relating to, or changes or restrictions in, the
operations of any such assets, businesses or interests which, in either case, could reasonably be
expected to result in a Material Adverse Effect or materially and adversely impact the economic
or business benefits to CBC of the transactions contemplated by this Agreement; or (iii) any
material modification or waiver of the terms and conditions of this Agreement.
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() Closing Conditions. Form the Effective Date until the Closing, each Party
shall use commercially reasonable efforts to take all such actions as are necessary to
expeditiously satisfy the closing conditions set forth in Article VI

(h) Public Announcements. From and afler the Effective Date, unless
otherwise required by applicable Law (based upon the reasonable advice of counsel), no Party
shall make any public announcements in respect of this Agreement or the transactions
contemplated hereby or otherwise communicate with any news media without the prior written
consent of the other Parties (which consent shall not be unreasonably withheld or delayed), and
the Parties shall cooperate as to the timing and contents of any such announcement.

(i) Further Assurances. Following the Closing, each of the Parties shall, and
cause their respective Affiliates to, execute and deliver such additional documents, instruments,
conveyances and assurances and take such further actions as may be reasonably required to carry
out the provisions hereof and give effect to the transactions contemplated by this Agreement.

ARTICLE VI
CLOSING CONDITIONS

6.1 Conditions to_Oblipations of All Parties. The obligations of each Party to
consummate the transactions contemplated by this Agrcement shall be subject to the fulfillment,
at or prior to the Closing, of each of the following conditions:

(a) All Governmental Approvals shall have been obtained (including all
Government Approvals relating to the issuance of Membership Interests in VHP Holdings to
CBC, the purchase by HH of MAF’s Membership Interests in VHP Holdings, and al! other
transactions contemplated under the Transaction Documents that require Governmental
Approval).

(b) No Governmental Authority shall have enactled, issued, promulgated,
enforced or entered any Governmental Order which is in effect and has the effect of making the
transactions contemplated by this Agreement illegal, otherwise restraining or prohibiting
consummation of such transactions or causing any of the transactions contemplated hereunder to
be rescinded following completion thereof.

6.2  Conditions ta Qbligations ol CBC. The obligations of CBC to consummate the
transactions contemplated by this Agreement shall be subject to the fulfillment or CBC’s waiver,
at or prior to the Closing, of each of the following conditions; provided, however, if CBC’s
faitlure to comply with its express obligations under this Agreement results in any of the
conditions set forth in this Section not being fulfilled at or prior to the Closing, CBC shall remain
obligated to consummate the transactions contemplated by this Agreement; provided, further, if
any such condition is not fulfilled as a result of the action(s) or inaction(s) of the VHP Parties,
CBC is not obligated to cure the failure of such condition except to the extent CBC’s
performance of an express obligation of CBC under this Agreement would cure such failure:

(a) The representations and warranties of the VHP Parties contained in Article
III, the other Transaction Documents and any certificate or other writing delivered pursuant
hereto shall be true and correct in all material respects on and as of the Effective Date and on and
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as of the Closing Date with the same effect as though made at and as of such date (except those
representations and warranties that address matters only as of a specified date, the accuracy of
which shall be determined as of that specified date in all respects).

(b)  The VHP Parties shall have duly performed and complied in all material
respects with all agreements, covenants and conditions required by this Agreement and each of
the other Transaction Documents to be performed or complied with by it or him prior to or on the
Closing Date; provided, that, with respect to agreements, covenants and conditions that are
qualified by materiality, the VHP Parties shall have performed such agreements, covenants and
conditions, as so qualified, in all respects.

(c)  No Action shail have been commenced against any Party which would
prevent the Closing. No injunction or restraining order shall have been issued by any
Governmental Authority, and be in effect, which restrains or prohibits any transaction
contemplated hereby.

(d)  All approvals, assumptions, assignments and waivers that are listed or
required to be listed on Schedule 3.4(c) shall have been received.

(e)  Name Use Agreement, VHP Holdings, VHP and their affiliates shall have
the right to continue using the name Vibra Health Plan, or any similar variant thereof in
accordance with the License to Use Name agreement in the form attached hereto as Exhibit C,
which, as a condition to Closing, shall be executed and delivered by the parties.

(f) From the Effective Date, there shall not have occurred any Material
Adverse Effect, nor shall any event or events have occurred that, individually or in the aggregate,
with or without the lapse of time, could reasonably be expected to result in a Material Adverse
Effect.

(g) The Transaction Documents (other than this Agreement) shall have been
executed and delivered by the parties thereto and true and complete copies thereof shall have
been delivered to CBC.

(h)  CBC shall have received a certificate, dated the Closing Date and signed
by a duly authorized officer of VHP Holdings, that each of the conditions set forth in Section
6.2(a) and Section 6.2(b) have been satisfied.

(ii CBC shall have received a certificate, signed by_ 1o

the effect that does not have actual knowledge that any of the
representations and warranties of the VHP Parties contained in Scclions 3.5 {Financial
Statements), 3.6 (Reserves), 3.7 (Undisclosed Liabilities), 3.8 (Absence of Certain Changes,
Event and Conditions), 3.9 (Material Contracts), 3.10 (Provider, Broker and Insurance
Contracts), 3.11 (Insurance Issued by VHP), 3.12 (Providers), 3.17 (Suppliers), 3.19 Legal
Proceedings; Governmental Orders), and 3.20 (Compliance with Laws; Permits) of Article TII
are not true and correct in all material respects on and as of January 6, 2017.
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)] HH shall have purchased all of MAF’s Mcembership Interests, with the
result that MAF is no longer a Member of VHP Holdings or a holder of any Membership Interest
in Holdings.

(k) shall have resigned from employment with each of
the VHP Entities and from any position that he may have had as a director, officer, or trustee of
any of the VHP Entities or any of their respective benefit plans, and shall have executed and
delivered to VHP a written release, in form reasonably satisfactory to CBC, of all claims that he
may have had against any of the VHP Entities or CBC other than his right to receive payments
under the dated as of even date hereof, by and among VHP and

Q)] CBC shall have received a certificate of the Secretary (or equivalent
officer) of cach of the VHP Entities certifying that attached thereto are true and complete copies
of all resolutions adopted by the board of directors or other governing body of each of the VHP
Entities authorizing the execution, delivery and performance of this Agreement and the other
Transaction Documents and the consummation of the transactions contemplated hereby and
thereby, and that all such resolutions are in full force and effect and are all the resolutions
adopted in connection with the transactions contemplated hereby and thereby.

(m) CBC shall have received a certificate of the Secretary (or equivalent
officer) of each of the VHP Entities certifying the names and signatures of the officers of each of
the VHP Entities authorized to sign this Agreement, the Transaction Documents and the other
documents to be delivered hereunder and thereunder,

(n) VHP Holdings shall have delivered to CBC (x) amended and restated
bylaws of VHP and (y) amended and restated operating agreement of Agency, each in a form
agreed to by CBC.

(0) VHP Holdings shall have delivered to CBC evidence of the termination of
all Contracts set forth on Schedule 3.24.

(p)  VHP Holdings shall have delivered to CBC a good standing certificate (or
its equivalent) for each of the VHP Entities from the secretary of state or similar Governmental
Authority of the jurisdiction under the Laws in which that VHP Entity is organized.

(@ VHP Holdings shall have delivered to CBC such other documents or
instruments as CBC reasonably requests and are reasonably necessary to consummate the
transactions contemplated by this Agreement.

6.3 Conditions to Obligations of the VHP Parties. The obligations of the VHP Parties
to consummate the transactions contemplated by this Agreement shall be subject to the
fulfiliment or the waiver by the VHP Parlies, at or prior to the Closing, of each of the following

conditions:

(2) The representations and warranties of CBC contained in Article 1V of this
Agreement, the other Transaction Documents and any certificate or other writing delivered
pursuant hereto shall be true and correct in all material respects on and as of the Effective Date
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and on and as of the Closing Date with the same effect as though made at and as of such date
(except those representations and warranties that address matlers only as of a specified date, the
accuracy of which shall be determined as of that specified date in all respects).

(b) CBC shall have duly performed and complied in all material respects with
all agreements, covenants and conditions required by this Agreement and each of the other
Transaction Documents to be performed or complied with by it prior to or on the Closing Date;
provided, that, with respect to agreements, covenants and conditions that are qualified by
materiality, CBC shall have performed such agreements, covenants and conditions, as so
qualified, in all respects.

(c) No Action shall have been commenced against any Party which would
prevent the Closing. No injunction or restraining order shall have been issued by any
Governmental Authority, and be in effect, which restrains or prohibits any transaction
contemplated hereby.

(d)  All approvals, assumptions, assignments and waivers that are listed or
required to be listed on Schedule 4.2 shall have been received.

(e) The Transaction Documents (other than this Agreement) shall have been
executed and delivered by the parties thereto and true and complete copies thereof shall have
been delivered to VHP Holdings.

§9) VHP Holdings shall have received a certificate, dated the Closing Date
and signed by a duly authorized officer of CBC, that each of the conditions set forth in Section
6.3(a) and Scetion 6.3(b) have been satisfied.

(g)  VHP Holdings shall have received a certificate of the Secretary (or
equivalent officer) of CBC certifying that attached thereto are true and complete copies all
resolutions adopted by the board of directors of Buyer authorizing the execution, delivery and
performance of this Agreement and the other Transaction Documents and the consummation of
the transactions contemplated hereby and thereby, and that all such resolutions are in full force
and effect and are all the resolutions adopted in connection with the transactions contemplated

hereby and thereby.

(hy  VHP Holdings shall have received a certificate of the Secretary (or
equivalent officer) of CBC certifying the names and signatures of the officers of CBC authorized
to sign this Agreement, the Transaction Documents and the other documents to be delivered
hereunder and thereunder.

(i) CBC shall have delivered to VHP Holdings cash in an amount equal to the
Purchase Price (net of any amounts previously advanced by means of the Convertible Debt
Advance) by wire transfer in immediately available funds, to an account or accounts designated
at least two Business Days prior to the Closing Date by VHP Holdings in a written notice to

CBC.

) Intentionally Omitted.
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(k)  Hollinger and Fiaschetti shall be released from their personal guarantees
under the Trizetto contract arising from claims made pursuant to such personal guarantees
thereunder for such obligations from and after the Closing

(h CBC shall have delivered to VHP Holdings such other documents or
instruments as VHP Holdings reasonably requests and are reasonably necessary to consummate
the transactions contemplated by this Agreement.

ARTICLE VII
INDEMNIFICATION

7.1 Survival. Subject to the limitations and other provisions of this Agreement, the
representations and warranties contained herein shall survive the Closing and shall continue in
full force and effect until the date that is eighteen (18) months from the Closing Date. All
covenants and agreements of the Parties contained herein shall survive the Closing indefinitely
or for the period expressly specified therein. Notwithstanding the foregoing, any claims asserted
in good faith with reasonable specificity (to the extent known at such time) and in writing by
notice from the Non-Breaching Party to the Breaching Party prior to the expiration due of the
applicable survival period shall not thereafter be barred by the expiration of the relevant
representation or warranty and such claims shall survive until finally resolved.

7.2 Indemnification by the VHP Indemnitors. Subject to the other terms and
conditions of this Article from and after the Closing Date, the VHP Indemnitors shall, jointly and
severally, indemnify and defend CBC and its Affiliates (including the VHP Entities) and their
Representatives (collectively, the “CBC Indemnitees™) against, and shall hold each of them
harmless from and against, and shall pay and reimburse each of them for, any and all Losses
incurred or sustained by, or imposed upon, the CBC Indemnitees based upon, arising out of, with
respect to or by reason of:

(a) any inaccuracy in, or breach of any of, the representations or warranties of
the VHP Parties contained in this Agreement or in any certificate or instrument delivered by or
on behalf of the VHP Parties pursuant to this Agreement as of the date such representation or
warranty was made or as if such representation or warranty was made on and as of the Closing
Date (except for representations and warranties that expressly related to a specified date, the
inaccuracy in or breach of which will be determined with reference to such specified date); or

(b)  any breach or non-fulfiiiment of any covenant, agreement or obligation to
be performed by the VHP Parties or the VHP Indemnitors pursuant to this Agreement or any of
the other Transaction Documents.

7.3  Indemnification by CBC. Subject to the other terms and conditions of this
Article, CBC shall indemnify and defend each of the VHP Parties and their respective Affiliates
and their Representatives (collectively, the “VHP Parties Indemnitees™) against, and shall hold
each of them harmless from and against, and shall pay and reimburse each of them for, any and
all Losses incurred or sustained by, or imposed upon, the VHP Parties Indemnitees based upon,
arising out of, with respect to or by reason of’
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(8)  any inaccuracy in or breach of any of the representations or warranties of
CBC contained in this Agreement or in any certificate or instrument delivered by or on behalf of
CBC pursuant to this Agreement, as of the date such representation or warranty was made or as
if such representation or warranty was made on and as of the Closing Date (except for
representations and warranties that expressly relate to a specified date, the inaccuracy in or
breach of which will be determined with reference to such specified date); or

(b) any breach or non-fulfillment of any covenant, agreement or obligation to
be performed by CBC pursuant 1o this Agreement or any of the other Transaction Documents.

7.4 Indemnification Procedures.

(a) Third Party Claims. If any Indemnified Party receives notices of the
assertion or commencement of any Action made or brought by any Person who is not a party to
this Agreement or an Affiliate of a Party or a Representative of the foregoing (a “Third Party
Claim”) against such Indemnified Party with respect to which the Indemnifying Party is
obligated to provide indemnification under this Agreement, the Indemnified Party shall give the
Indemnifying Party prompt written notice thereof, but in any event not later than 20 calendar
days after receipt of such notice of such Third Party Claim. The failure to give such prompt
written notice shall not, however, relieve the Indemnifying Parly of its indemnification
obligations, except and only to the extent that the Indemnifying Party forfeits rights or defenses
by reason of such failure or has otherwise been prejudiced or harmed thereby. Such notice by
the Indemnified Party shall describe the Third Party Claim in reasonable detail, shall include
copies of all written evidence thereof and shall indicate the estimated amount, if reasonably
practicable, of the Loss that has been or may be sustained by the Indemnified Party. The
Indemnifying Party shall have the right to participate in, or by giving written notice to the
Indemnified Party, to assume the defense of any Third Party Claim at the Indemnifying Party’s
expense and by the Indemnifying Party’s own counsel, and the Indemnified Party shall cooperate
in good faith in such defense. The Indemnifying Party shall have the right to participate in the
defense of any Third Party Claim with counsel selected by it subject to the Indemnifying Party’s
right to control the defense thereof. The fees and disbursements of such counsel shall be at the
expense of the Indemnified Party. If the Indemnifying Party elects not to compromise or defend
such Third Party Claim, fails to promptly notify the Indemnified Party in writing of its election
to defend as provided in this Agreement, or fails to take reasonable steps to defend or settle such
Third Party Claim, the Indemnified Party may, subject to Section 7.4(b), pay, compromise or
defend such Third Party Claim and seek indemnification for any and all Losses based upon,
arising from or relating to such Third Party Claim. The Parties shall cooperate with each other in
all reasonable respects in connection with the defense of any Third Party Claim, including
meking available records relating to such Third Party Claim and furnishing, without expense
(other than reimbursement of actual out-of-pocket expenses) to the defending Party, management
employees of the non-defending Party as may be reasonably necessary for the preparation of the
defense of such Third Party Claim.

(b) Settlement of Third Party Claims. Notwithstanding any other provision of
this Agreement, the Indemnifying Party shall not enter into settlement of any Third Party Claim
without the prior written consent of the Indemnified Party, except as provided in this Section, If
a firm offer is made to settle a Third Party Claim without leading to liability or the creation ofa
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financial or other obligation on the part of the Indemnified Party and provides, in customary
form, for the unconditional release of each Indemnified Party from all liabilities and obligations
in connection with such Third Party Claim and the Indemnifying Party desires to accept and
agree to such offer, the Indemnifying Party shall give written notice to that effect to the
Indemnified Party. If the Indemnified Party fails to consent to such firm offer with 10 calendar
days afier its receipt of such notice, the Indemnified Party may continue to contest or defend
such Third Party Claim and in such event, the maximum liability of the Indemnifying Party as to
such Third Party Claim shall not exceed the amount of such settlement offer. If the Indemnified
Party fails to consent to such firm offer and also fails to assume defense of such Third Party
Claim, the Indemnifying Party may settle the Third Party Claim upon the terms set forth in such
firm offer to settle such Third Party Claim. If the Indemnified Party has assumed the defense
pursuant to Section 6.4(a), it shall not agree to any settlement without the written consent of the
Indemnifying Party (which consent shall not be unreasonably withheld or delayed).

(c)  Direct Claims. Any action brought by an Indemnified Party on account of
a Loss which does not result from a Third Party Claim (a “Direct Claim”) may be asserted by the
Indemnified Party giving the Indemnified Party reasonably prompt written notice thereof, but in
any event not later than 30 days after the Indemnified Party becomes aware of such Direct
Claim. The failure to give such prompt written notice shall not, however, relieve the
Indemnifying Party of its indemnification obligations, except and only to the extent that the
[ndemnifying Party forfeits rights or defenses by reason of such failure or has otherwise been
prejudiced or harmed. Such notice by the Indemnified Party shall describe the Direct Claim in
reasonable detail, shall include copies of all written evidence thereof and shall indicated the
estimated amount, if reasonably practicable, of the Loss that has been or may be sustained by the
Indemnified Party. The Indemnifying Party shall have 30 days after its receipt of such notice to
respond in writing to such Direct Claim. The Indemnified Party shall allow the Indemnifying
Party and its professional advisors to investigate the matter or circumstance alleged to give rise
to the Direct Claim, and whether and to what extent any amount is payable in respect of the
Direct Claim and the Indemnified Party shall assist the Indemnifying Party’s investigation by
giving such information and assistance (including access to each VHP Entity’s premises and
personnel and the right to examine and copy any accounts, documents or records) as the
Indemnifying Party or any of its professional advisors may reasonably request. If the
Indemnifying Party does not so respond within such 30 day period, the Indemnifying Party shall
be deemed to have admitted liability for such.

7.5 Payments. Once a Loss is agreed to by the Indemnifying Party or finally
adjudicated to be payable pursuant to this Article, the Indemnifying Party shall satisfy its
obligations within 15 Business Days of such final, non-appealable adjudication by wire transfer
of immediately available funds.

7.6 Tax Treatment of Indemnilication Payments. All indemnification payments made
under this Agreement shall be treated by the Parties as an adjustment to the Purchase Price for
Tax purposes, unless otherwise required by Law.

7.7  Limitations _on__the VHP _ Indemnitors’ Indemnification Obligations.
Notwithstanding anything to the contrary herein, the indemnification obligations under this
Article VII are subject to the following limitations:
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(@)  Notwithstanding anything herein to the contrary, in the absence of
Hollinger’s own fraud or intentional misrepresentation, Hollinger will not have any liability as an
indemnifying Party pursuant to Section 7.2(a) unless a reasonable person in Hollinger’s position,
afler due inquiry, would have had knowledge that the representation or warranty in question was
innacurate or involved a material omission;

(b)  Under Section 7.2(a), the VHP Indemnitors will not be required to
indemnify the CBC Indemnitees in respect of any Loss:

(1) unless and until the amount of Losses incurred in respect of any
individual Clam or the aggregate amount of Losses incurred arising out of a series of related
Claims arising out of the same or similar facts, events or circumstances exceeds I (the
“Mini-Basket™), and then all such Losses will be indemnified including the first ll(subject
to all other applicable limitations herein);

(i) unless and until the aggregate amount of all Losses exceeds
_(the “Deductible Basket™), and then only to the extent such Losses exceed the
Deductible Basket;

(iii) to the extent the VHP Indemnitees’ aggregate liabilit for all
Losses would otherwise exceed the lesser of (A) the Purchase Price or (B) (the

“.C_aﬂ”)-

7.8 Exclusive Remedy. Except in the case of fraud or intentional misrepresentation
ot misconduet, the remedies provided by this Article VIT will be the sole and exclusive remedies
for the recovery of Losses resulting from, relating to or arising out of this Agreement; provided
that, notwithstanding anything herein to the contrary, nothing herein will limit or otherwise
affect a Party’s right or ability to make, pursue, enforce or prosecute a claim for a breach or
violation of any other agreement delivered in connection herewith.

ARTICLE VIII
TERMINATION

81  Termination. This Agreement may be terminated at any time prior to the Closing:
(a) by the mutual written consent of CBC and VHP Holdings;
() by CBC by written notice to VHP Holdings if:

(1) CBC is not then in material breach of any provision of this
Agreement and there has been a breach, inaccuracy in or failure to perform any representation,
warranty, covenant or agreement made by the VHP Parties pursuant to this Agreement that
would give rise to the failure of any of the conditions set forth in Article VI and, within 10 days
of VHP Holdings’s receipt of written notice of such breach from CBC, CBC reasonably
determines that such breach, inaccuracy or failure is not curable by the Drop Dead Date; or

(i)  any of the conditions set forth in Section 6.1 or Seclion 6.2 shall
not have been, or if it becomes apparent that any of such conditions will not be, fulfilled by the
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Drop Dead Date, unless such failure shall be due to the failure of CBC to perform or comply
with any of the covenants, agreements or conditions hereof to be performed or complied with by
it prior to the Closing, provided, however, that the failure to obtain Pennsylvania Insurance
Department approval is not to be deemed due to the failure of CBC to perform its covenants, so
long as the requisite filings are made in a reasonably timely manner after the Effective Date;

(c) by VHP Holdings by written notice to CBC if:

) none of the VHP Parties is not then in material breach of any
provision of this Agreement and there has been a breach, inaccuracy in or failure to perform any
representation, warranty, covenant or agreement made by CBC pursuant to this Agreement that
would give rise to the failure of any of the conditions specified in Article VI and, within 10 days
of CBC’s receipt of written notice of such breach from VHP Holdings, VHP Holdings
reasonably determines that such breach, inaccuracy or failure is not curable by the Drop Dead
Date; or

(iiy  any of the conditions set forth in Section 6.1 or Section 6.3 shall
not have been, or if it becomes apparent that any of such conditions will not be, fulfilled by the
Drop Dead Date, unless such faiture shall be due to the failure of the VHP Parties to perform or
comply with any of the covenants, agreements or conditions hereof to be performed or complied
with by it prior to the Closing;

(d) by CBC or VHP Holdings in the event that (i) there shall be any Law that
makes consummation of the transactions contemplated by this Agreement illegal or otherwise
prohibited or (ii) any Governmental Authority shall have issued a Governmental Order
restraining or enjoining the transactions contemplated by this Agreement, and such
Governmental Order shall have become fina! and non-appealable; or

(e) by CBC or VHP Holdings if the Closing has not occurred on or before the
Drop Dead Date.

Notwithstanding the foregoing, if a Party (the “Non-Breaching Party™) is not then in material
breach of any provision of this Agreement, and there has been a breach, inaccuracy in or failure
to perform any representation, warranty, covenant or agreement made by the other party (the
“Breaching Party”) under this Agreement that would give rise to the failure of any of the
conditions specified in Article V1 and, within 10 days of the Breaching Party’s receipt of written
notice of such breach by the Non-Breaching Party, the Breaching Party commences and
continues to take reasonable and diligent steps to cure the breach and the breach can be cured by
the Drop Dead Date, then the Non-Breaching Party shall not have the right to terminate this
Agreement.

8.2  FEffect of Termination. In the event of the termination of this Agreement in
accordance with this Article, this Agreement shall forthwith become void and there shall be no

liability on the part of any Party except:

(a) as set forth in this Article; and
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(b) that nothing herein shall rclieve any Party from liability for any willful
breach of any provision hereof.

ARTICLE IX
MISCELLANEQOUS

9.1 Expenses. Except as otherwise expressly provided herein, all costs and expenses,
including, without limitation, fees and disbursements of counsel, financial advisors and
accountants, incurred in connection with this Agreement and the transactions contemplated
hereby shall be paid by the Party incurring such costs and expenses, whether or not the Closing
shall have occurred; provided, however, that CBC shall be responsible for all expenses
associated with making any filings with the Pennsylvania Department of Insurance.

9.2  Notices. All notices, requests, consents, claims, demands, waivers and other
communications hereunder shall be in writing and shall be deemed to have been given (a) when
delivered by hand (with written confirmation of receipt); (b) when received by the addressee if
sent by a nationally recognized overnight courier (receipt requested); (c) on the date sent by
electronic transmission (with confirmation of transmission) if sent during normal business hours
of the recipient, and on the next Business Day if sent after normal business hours of the recipient
or (d) on the third day after the date mailed, by certified or registered mail, return receipt
requested, postage prepaid. Such communications must be sent to the respective Parties at the
following addresses (or such other address for a Party as shall be specified in a notice given in
accordance with this Scetien):

If to VHP Holdings:

Vibra Health Plan Holdings, LLC
4000 Crums Mitl Road, Suite 201
Harrisburg, Pennsylvania 17112
Attn: President

Telephone: 717-591-5705

E-mail: bhollinger@vibrahealth.com

with a copy to:

Vibra Health Plan

4000 Crums Mill Road, Suite 201
Harrisburg, Pennsylvania 17112

Attn: Timothy Guarneschelli

Telephone: 717-510-6203

E-mail: tguarneschelli@vibrahealthplan.com
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Barley Snyder LLP
126 East King Street
Lancaster, Pennsylvania 17602
Aitn:  Paul G. Mattaini

Christopher J. Churchill
Telephone: 717-399-1519
E-mail:pmattaini@barley.com

cchurchill@barley.com

If to CBC:

Capital Blue Cross

2500 Elmerton Avenue

Harrisburg, Pennsylvania 17110-2132

Attn: Gary D. St, Hilaire, President and Chief Executive Officer
Telephone:

E-mail:

with a copy to:

Dennis J. Brennan, Esq.

Saul Ewing LLP

1500 Market Street

38" Floor

Philadelphia PA 19102-2186
Telephone:  (215) 972-7136
E-mail:dbrennan@saul.com

If to HH or Hollinger:

Hollinger Health, LLC

4550 Lena Drive, Suite 225
Mechanicsburg, PA 17055
Attention: President

Telephone: 717-591-5705

E-mail: bhollinger@vibrahealth.com

with a copy to:

Hollinger Health, LLC

4550 Lena Drive, Suite 225
Mechanicsburg, PA 17055
Attention: General Counsel
Telephone; 717-591-5737
E-mail: dyohe@vibrahealth.com
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9.3 Governing Law; Consent to Jurisdiction. This Agreement shall be governed by
and construed in accordance with the laws of the Commonwealth of Pennsylvania, without
regard 1o the conflict of laws principles thereof. The Parties hereby irrevocably submit to the
exclusive jurisdiction of any state or federal court located in Harrisburg, Pennsylvania in any
action or proceeding arising out of or relating to this Agreement, and the Parties hereby
irrevocably agree that all claims in respect of such action or proceeding shall be heard and
determined exclusively in such courts. The Parties hereby waive, to the fullest extent they may
effectively do so, the defense of an inconvenient forum to the maintenance of such action or
proceeding. The Parties agree that a final judgment in any such action or proceeding shall be
conclusive and may be enforced in other jurisdictions by suit on the judgment or in any manner
provided by law.

94  Counterparts. This Agreement may be executed by facsimile and in one or more
counterparts, each of which shall be deemed an original but all of which counterparts collectively
shall constitute one instrument. The transmission of a signed counterpart of this Agreement by
electronic transmission shall have the same force and effect as delivery of an original signed
counterpart of this Agreement, and shall constitute valid and effective delivery for all purposes.

9.5  Assignmenl. This Agreement may not be assigned by any Party without the prior
written consent of the other Parties.

9.6 Amendments. This Agreement may not be amended or modified, and no
provisions hereof may be waived, without the written consent of the Parties.

9.7  Invalid Provisions. If any provision of this Agreement is deemed or held to be
illegal, invalid or unenforceable, this Agreement shall be considered divisible and inoperative as
to such provision to the extent it is deemed to be illegal, invalid or, unenforceable, and in all
other respects this Agreement shall remain in full force and effect; provided, however, that if any
provision of this Agreement is deemed or held to be illegal, invalid or unenforceable there shall
be added hereto automatically a provision as similar as possible to such illegal, invalid or
unenforceable provision and be legal, valid and enforceable. Further, should any provision
contained in this Agreement ever be reformed or rewritten by any judicial body of competent
jurisdiction, such provision as so reformed or rewritten shall be binding upon all Parties.

08  Titles and Subtitles: Interpretive_Issues. The titles and subtitles used in this
Agreement are for convenience only and are not to be considered in construing or interpreting
any term or provision of this Agrcement. As used in this Agreement, the term “including” (or
any variation thereof) shall be deemed to be followed by the words “without limitation.” CBC,
on the one hand, and the VHP Parties and Hollinger, on the other, have participated jointly in the
drafting and negotiation of this Agreement. In the cvent any ambiguity or question of
interpretation or intent arises, this Agreement shall be construed as if drafied jointly by CBC, on
the one hand, and the VHP Parties and Hollinger, on the other, and no presumption or burden of
proof shall arise favoring or disfavoring any Party by virtue of the authorship of any provisions
of this Agreement. Any item disclosed in one Disclosure Schedule shall be deemed to be
disclosed on any other Disclosure Schedule only if an appropriate cross-reference is made in
such other Disclosure Schedule.
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9.9 Entire Apreement. This Agreement and the other schedules and agreements
referred to herein, constitute the entire agreement between the Parties and supersede all prior
agreements, representations, warranties, statements, promises, information, arrangements and
understandings, whether oral or written, express or implied, with respect to the subject matter
hereof, including without limitation, the letters of intent, dated prior to the date hereof,

9.10  Schedules. All capitalized terms used in the schedules hereto, unless otherwise
defined therein have the meaning set forth in this Agreement. The section references referred to
in the schedules are to the sections of this Agreement,

[The Remainder of this Page Intentionally Left Blank]
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IN WITNESS WHEREOF, the Parties hereto have executed this Membership Interest

Purchase Agreement as of the date set forth above.

FLET RS

VIBRA HEALTH PLAN HOLDING, LLC

Name: Bma E. Hollqsw
Office: Chair aé the Boand

HOLLINGER HEALTH, LLC

By: .—:——’W 7

Name: Bnrs E. Bolitngerr
Office: Fresirenk—

CAPITAL BLUE CROSS

By:
Name;
Office:

Brad E. Hollinger, in his individual capacity (subject to the
limitations herein)
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IN WITNESS WHEREQF, the Parties hereto have executed
Purchase Agreement as of the date set forth above.

this Membership Interest

VIBRA HEALTH PLAN HOLDING, LLC

By:

Name:

Office:

HOLLINGER HEALTH, LLC

By:

Name:

Office:

CAPITAL BLUE CROSS

By: %

Ig?;‘ne:. Gary D. St. Hilaire
'°¢" " Presidert and CEO

Brad E. Hollinger, in his individual capacity (subject to the
limitations herein)

-48.-



IN WITNESS WHEREOF, the Parties hereto have execuied this Membership Interest

Purchasc Agreement as of the date set forth above.

WA

VIBRA HEALTH PLAN HOLDING, LLC

Name Toraa E. Hﬂ“ngw
Office: Chair od the Beant

HOLLINGER HEALTH, LLC

Name ’IT, E, Hll Aﬁf"'
Office: esihenk—

CAPITAL BLUE CROSS

By:
Name:
Office:

e

Brad E. Hollinger, in his individual capacity (subject to the
limitations herein)
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Schedule 2.2
Flow of Funds and Use of Procecds
Sources of Funds

Payments Belore Closing:

l. CBC to advance 1o VHP Holdings up to $4,600,000 prior to Closing by means of the
Convertible Debt Advance. VHP Holdings will advance to VHP the proceeds of these loans
from CBC, in exchange for a surplus note.

Payments al Closing:

/25 CBC to pay to VHP Holdings an amount equal to (i)_ reduced by (ii) the
amount previously advanced by CBC under item # 1 above plus accrued but unpaid interest,

Uses of Funds at Closing

Description Amount

of the indebtedness to Brad Hollinger (the balance of the
indebtedness of VHP Holdings to Brad Hollinger will be
deemed to be a capital contribution by HH to VHP
Holdings)

Repayment by VHP Holdings to Brad Hollinger of a portion -

Contribution by VHP Holdings to capital of VHP
(reduced by interest accrued

between signing and closing on
the Convertible Debt Advance)

Deemed Interest Conversion (Amount of interest accrued
between signing and closing on
the Converlible Debt Advance)

Total I

-49-

esiTre g






EXHIBIT C
TO THE FORM A STATEMENT REGARDING THE ACQUISITION OF CONTROL
OF OR
MERGER WITH A DOMESTIC INSURER

Vibra Health Plan, Inc.
NAIC No. 15793
by
Capital BlueCross
NAIC No. 54720

Organization Charts Pre-Acquisition:

1. CBC and its direct and indirect subsidiaries; and
2. VHP and its parents/affiliates

12
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Capital BlueCross Organizational Chart

Capital BlueCross '
Non-Profit Hospital Plan Corporation

—
S el e T T Ty ) Y T

Capital Advantage Insurance Company
For-Profit Stock Casualty Insurance Company
100%

Avalon Insurance Company
For-Profit Stock Life Insurance Company
100%

Keystone Health Plan Central, Inc.
For-Profit Stock Health M%}ntenance Organization
100%

Dominion Dental USA, Inc.
For-Profit Stock Delaware Corporation
100%

Dominion Dental Services, Inc.

- d/b/a Dominion National

For-Profit Virginia Dental/lnsurance Company
100%

Dominion Dental Services USA, Inc.

| d/b/a Dominion National

For-Profit Virginia Business Corporation
100%

Dominion National Insurance Company
— For-Profit New Jerseyola/usiness Corporation
100%

Dominion Dental Services of New Jersey, Inc.
—] For-Profit New Jersey Business Corporation
100% (Inactive)

Capital Advantage Assurance Company
For-Profit Stock Corporation
100%

Accenda Health Company
For-Profit Business Corporation
100%

Geneia Holdings LLC
For-Profit Delaware Limited Liability Company
100%

Geneia LLC
Geneia Insights and Innovations LLC {Inactive)

Geneia Management Solutions LLC (Inactive)
For-Profit Delaware Limited Liability Companies
100%

Consolidated Benefits, Inc.
For-Profit Stock Corporation
100%

Capital Administrative Services, Inc
For-Profit Stock Corporation
100% {Inactive)

Unless noted, all entities are domiciled in Pennsylvania. November 15, 2016
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EXHIBIT C-1
TO THE FORM A STATEMENT REGARDING THE ACQUISITION OF CONTROL
OF OR
MERGER WITH A DOMESTIC INSURER

Vibra Health Plan, Inc.
NAIC No. 15793
by
Capital BlueCross
NAIC No. 54720

Organization Charts Post-Acquisition:

1. CBC and its direct and indirect subsidiaries

13
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Capital BlueCross

Organizational Chart

Capital BlueCross
Non-Profit Hospital Plan Corporation

iy

100%

Capital Advantage Insurance Company
For-Profit Stock Casualty Insurance Company

Avalon Insurance Company
For-Profit Stock Life Insurance Company
100%

Capital Advantage Assurance Company
For-Profit :%%Ig/Corporatlon
0

Dominion Dental USA, Tnc.
For-Profit Stock Delaware Corporation
100%

L

Dominion Dental Services, Inc. d/b/a Dominion National
For-Profit Virginia Dental Insurance Company
100%

[ Dominion Dental Services USA, Inc. d/b/a Dominion National
For-Profit Virginia Business Corporation
100%

Dominion National Insurance Company
For-Profit New Jersey Business Corporation
100%

Dominion Dental Services of New Jersey, Inc.

For-Profit New Jersey Business Corporation
100% {Inactive)

For-Profit Stock Health Maintenance Organization

Keystone Health Plan Central, Inc.

100%

Accenda Health Company

100%

For-Profit Business Corporation

Geneia Holdings LLC

100%

For-Profit Delaware Limited Liability Company

Geneia Insights and Innovations LLC (Inactive)

For-Profit Delaware Limited Liability Companies

Geneia LLC

Geneia Management Solutions LLC (Inactive)

100%

88.3%

Vibra Health Plan Holdings, LI.C
For-Profit Delaware Limited Liability Company

Vibra Health Plan, Inc.
For-Profit Business Corporation
100%

Consolidated Benefits, Inc.
For-Profit Stock Corporation
100%

Capital Administrative Services,
For-Profit Stock Corporation
100% (Inactive)

Inc

Unless noted, all entities are domiciled in Pennsylvania.

February 1, 2017







EXHIBIT D
TO THE FORM A STATEMENT REGARDING THE ACQUISITION OF CONTROL
OF OR
MERGER WITH A DOMESTIC INSURER

Vibra Health Plan, Inc.
NAIC No. 15793

by
Capital BlueCross
NAIC No. 54720
Officers and Directors of Capital Blue Cross*
Directors
Marcella K. Arline Elizabeth F. Carson
Robert J. Dolan Ronald J. Drmevich
George S. Glen, Esquire Robert L. Gronlund
Terry L. Harris M. Diane Koken
James M. Mead Stephen A. Moore
Stuart S. Paxton, Jr, Velma A. Redmond, Esquire
David N. Shaffer Gary D. St. Hilaire, President & CEQ, CBC
Kathryn P. Taylor, Chair Patricia A. Warehime
Joyce S. Whiteley (f/k/a Freeman)
Officers of the Board
Kathryn P. Taylor Stephen A. Moore
Chairman of the Board Vice Chairman of the Board
Executive Officers
Gary D. St. Hilaire Sherry E. Baskin
President and CEO Corporate Secretary
Michael R. Cleary Rebecca A. Smith
Senior Vice President, CFO and Treasurer Assistant Corporate Secretary

* All addresses withheld for confidentiality and privacy reasons. All biographical affidavits and information is on
file with the Department and all have been updated within the last three (3) years.
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EXHIBIT D
TO THE FORM A STATEMENT REGARDING THE ACQUISITION OF CONTROL
OF OR
MERGER WITH A DOMESTIC INSURER

Vibra Health Plan, Inc.
NAIC No. 15793
by
Capital BlueCross
NAIC No. 54720
Officers and Dircctors of Capital Blue Cross'

Directors

Marcella K. Arline Elizabeth F. Carson

Robert J. Dolan Ronald J. Drnevich

George S. Glen, Esquire Robert L. Gronlund

Terry L. Harris M. Diane Koken

James M. Mead Stephen A. Moore

Stuart S, Paxton, Jr. Velma A. Redmond, Esquire

David N. Shaffer Gary D. St. Hilaire, President & CEQ, CBC
Kathryn P. Taylor, Chair Patricia A. Warehime

Joyce S. Whiteley (f/k/a Freeman)

Officers of the Board
Kathryn P. Taylor Stephen A. Moore
Chairman of the Board Vice Chairman of the Board

Executive Officers

Gary D. St, Hilaire Sherry E. Baskin

President and CEO Corporate Secretary

Michael R. Cleary Rebecca A. Smith

Senior Vice President, CFO and Treasurer Assistant Corporate Secretary

' All addresses withheld for confidentiality and privacy reasons. All biographical affidavits and information is on
file with the Depariment and all have been updated within the last three (3) years.






EXHIBIT E
TO THE FORM A STATEMENT REGARDING THE ACQUISITION OF CONTROL
OF OR
MERGER WITH A DOMESTIC INSURER

Vibra Health Plan, Inc.
NAIC No. 15793
by
Capital BlueCross
NAIC No. 54720

Applicant’s Business Plan for VHP, including financial projections and other exhibits;
submitted under separate cover, as Applicant is requesting confidential treatment with
respect to the Business Plan and all of its exhibits.






EXHIBITF
TO THE FORM A STATEMENT REGARDING THE ACQUISITION OF CONTROL
OF OR
MERGER WITH A DOMESTIC INSURER

Vibra Health Plan, Inc.
NAIC No. 15793
by
Capital BlueCross
NAIC No. 54720

Applicant’s audited Annual Statutory Statements for the years ended 2010 to 2015,

submitted under separate cover, as Applicant is requesting confidential treatment with
respect to the Auditors’ Reports for each of such periods.

Quarterly Statutory Statements filed in 2016.






QUARTERLY STATEMENT

OF THE

Capital Blue Cross

of

Harrisburg

in the state of

Pennsylvania

TO THE

Insurance Department

OF THE STATE OF

Pennsylvania

FOR THE QUARTER ENDED
MARCH 31, 2016

HEALTH

2016
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QUARTERLY STATEMENT
AS OF MARCH 31, 2016
OF THE CONDITION AND AFFAIRS OF THE

Capital Blue Cross

NAIC Group Code 1230 ; 1220 NAIC Company Code 54720 Employer's ID Number _ 230455154
{Curtert Periad) {Prior Penad) -
Organized undai the Laws of Pennsylvania . State of Domicile o¢ Port of Entry Pennsylvania
Counvy of Domiche LUnlied States of America
Licensed &5 busineas typa.  Lito, Aceident & Heatthy | Property/Casualty] | Hospital, Medical & Dantal Service o Indemnily(X]
Dental Service Corporaton] | Vision Service Corporationf § Heakn Maintenance Orpanizaton] |
Cther] | 1$ HMO Faderally Qualified? Yes{ | No| JNATX])
meorporalec/Organited 021151938 G d Business 020111938
Slatusory Home Offica 2500 Elmerion Avenue . Hamisburg, PA, 17177.9799
{Streat am Number} [City or Town, State, Country and 2ip Coda)
Main Administrative Ofice 2500 Elmerion Avenue
{Steel and Number]
Hamsburg, PA, 17177:8799 {747541-7000
{Ciny o Town, State, Country and Zip Code) [Area Codo) [Tetephons humber}
Mail Address __2500 Eimerton Avene¢ . Harishurg, PA, 17177.8743
[Streat and Kumibor of P.0. Boz) [City o Towrn, Stata, Country a1 Zrp Code)
Primary Locstion of Books and Records 2500 Ekmenon Avenye
{5troat and Hurber)
Ha_nisbug. PA, 1T177-9789 (7171541-7000
{City o T, Statn, Coundry and Zip Cone) (Area Coda] | Telephona Numbar)
Internat Web Site Address wiww capbiuecross com
Statutory Stal | Contact Dazrieng Lynn Lippert (71715417249
{Narme) {heea Code) Teiephors MumberiExtension}
Darlene Lippert@capbluecross com (717)6514718
{E-Mxl Ancress) {Fax Nusnber}

OFFICERS

Tl .

— e
Gary Dean S1. Hilgire Presidant and Chiel Executive Olficer
Michael ichard Cleary  Senior VP, Treasurer and Chie! Financlal Officer

Sharry Eben Baskin Corporals Secrelary
Reb:,m Anre Smith Assistant Corporate Secretary
OTHERS
DIRECTORS OR TRUSTEES

Marcela Kata Arding Elzabath Force Carson
Robert James Oglan Ronald James Dmevich
Georgf Stawart Glen Rebert Leander Gronlund
Terry Leo Hatris Mary Dlang Koksn
Wiliam Lehr Jr, James Matthew Mead
Stephen Aloysks Moo Siuart Sutiphtn Paaton Jr.
Velma Ariana Regmond Dovid Nedl Shatter

Gary Dean St. Hiare Kathryn Peigrifl Taylor
Patricia Ann Warehime Joyes Shechells Whiteley

Staie of Pennsylvania
Couniy of Dauphin 38

The officers of this reporting entity, being duly Swom, each depose and say that they are the described officars of sald reporting entity, and Lhat on the reporting periad Stated above, all of the
herein desciibed assats were tha absolute property of the sald reporting entiy. free and clear from any liens or claims thergon, axcap! 23 hareln stated, and that this statement. logelhes with
ralaied ashibts, schedules and eaplanations thereln contained, annexed of referrod 1o, ks 2 full and lrue statement of 8 1he asssts and fiabiiies and of the eandition and affars of he said
reporting entity a8 of the reporting pariod staled abave, and of it income and deducions \herefrom for the perdod ended, and kave been completed In accordance with the NAIC Anfual
Statament Insiructions and Accounting Practices and Procedures manual except 16 tha exiant that {1) stale Lew may differ, or, {2) that siate fuies of regulations require differences In
1aporting ol related o accounting practices and procedutes, according to the bestof thei infarmation, knowledge and bafief, respectively, Furthermore, the scape of this attesiaton by the
deseribed officers also Icludes tha retated comesponding elecionic filng with e NAIC, when required, I1:at s 8n &xact copy (8xcept for formating differences dus to electronic fling) of the
enclosed statemenl, The electronke fiing may bat requasied by vanous regul In ke of or I addition ko the enciosed slaterment.

b flly Fry Tl

4

7 ¢ Michael Richard Cleary } Sheny Ellen Baskin

{Primiedd Name) / [Printed Name}

1. 2 ]
Prasident and Chis! Executiva Officer Seniot VP. Treasurer & Chiel Financial Qicer Comporate Secretary
] {Thie} [Tite)
Subscribed and swom 10 before me this B I8 thas an original fling? Yes{X] No{ ]
| Lo dayol s L2016 b.ino, 1 Siatetho amendmeanl number
7 2. Dato fled

! 2 E {2 3 Number of pages attached
{Hotary Pubtic Synature)

COMMONWEALTH OF PEN
NOTARIAL SEAL

Pamela L. Dsy, Nolary Public
Susquehanna Twp., Dauphin Caunty
My Commission Expires Nov. 3, 2019
EMBER, ¥ SCIATIUN OF ROTAR




statemznt asof March 31, 2016 or tue Capital Blue Gross

ASSETS
Cumen{ Statement Dale 4
1 2 ]
Net Admitted December 31
Nonadmitted Assels Prior Year Nel
Assels Assels (Cols. 1-2) Admitied Assels
1. Bends 295,444 579 295,444 529 207,972,968
2. Slocks:
21 Preferred stocks
22 Common stocks 332,333,950 100,000 332,233,950 368,383,032
3 Marigage loans on real estate:
31 Firstfiens
32 Other than first liens
4 Real estate:
4.1  Properties occupied by the company (less § 0
encumbrances) 3136713 2,158,067 29,209,064 28,692.141
4.2 Properties held for the preduction of income {less §. 0
encumbranges)
4.3 Properties held for sale (less § ... 0 encumbrances)
5 CashiS.....51,495,532), cash equivalents {S. 0) and short-term
investments (5......14,206, 160} 65,701,692 65,701,692 51,752,723
B. Contract loans {including §.. ... .0 premium noles)
7. Derivatives
B Otherinvested assets 182052629 5,883,630 176,168,999 178,262,737
9 Receivabies for securities
10.  Securities lending reinvested collateral assels
1. Aggregale write-ing for invested assets
12, Subtotals, cash and invested assets (Lines 1 to 11) 906.899.931 8,141,697 898,758,234 916,063,601
13, Title plants less §............ 0 -charged off (for Title insurers only}
14.  Investment income due and accrued 3143998 3,143,999 3,387,153
15, Premiums and consideralions:
15.1  Uncollected premiums and agents' balances in the course of
collection 1,969,673 4,500 1,165,173 833,689
162 Deferred premiums, agents’ balances and installments booked
but deferred and not yet due {ingiuding § ... eamed but
unbilled premiums)
15.3  Accrued refrospective premiums (S.. .. .. 0} and contragls
subject to redetermination {S..._.. 0} 1.783448 1,793,448 1,521078
16.  Reinsurance;
161 Amounts recaverable from reinsurers
162 Funds held by or deposited with reinsured companies
16.3  Other amounts receivable under reinsurance contracts
17 Amounts receivable relating 1o uninsured plans 256,269 256,269 23498
18.1  Cument federal and foreign incorme tax recoverabie and interest therean 1.019,723 1019723 24785644
182 Netdeferred tax asset 32,110,575 17,284 019 14,626,556 15,466,781
9. Guaranty funds recaivable or on deposit
20.  Electronic data processing equipment and softwarne 16,201,222 12,441,808 3750414 281,230
21 Fumiture and equipment, including health care defivery assets
[ 0) 799,939 799,939
22 Net adjusiments in assets and liabitities due to foreign exchange rates
23, Receivables from parent, subsidiaries and affiliates 118,497,032 118,497,032 94,154,162
24 Health care {$ _..5,181,987) and other amounts receivable 427,236 768,213 36,658,923 37,260,499
25, Aggregale write-ins for other-han-invesled assels 17,227,192 16,658,740 568,452 7,604,861
26.  TOTAL assets excluding Separate Accounts. Segregated Accounts and
Protecled Cell Accounts {Lines 12 to 25) 1,136,546,238 56,099,016 1,080,447 222 1,081,619,395
27, From Separate Accounts, Segregated Accounts and Protecied Cell
Accounts
28, TOTAL iLines 26 and 27) 1.136.546,238 56.093.016 1.080.447,222 1,081.618,396
DETAILS OF WRITE-INS
101
1102,
1103.
1198, Summary of remaining write-ins for Line 11 from overflow page
1193, TOTALS (Lines 1101 through 1103 plus 1198} (Line 11 above)
2501 Prepaid Expenses 16,635,363 16,635,363
2502 Miscellaneous Accounts Receivable 97,361 2,200 95,161 7,119435
2503 Vehicles 21177 2477
2398, Summary of remaining write-ins for Line 25 from overflow page 473,291 473,291 485426
2599. TOTALS {Lines 2501 through 2503 plus 2508} (Line 25 above) 17,227,192 16.656.,740 §68.452 7.604.861
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statement s of March 31, 2016 o 1ue Capital Blue Cross

LIABILITIES, CAPITAL AND SURPLUS

Gurrent Pericd Prior Yeat
1 2 3 4
Covered Uncovered Total Total

1 Claims unpaid (less $. ... .0 reinsurance ceded) 25,597,367 25,597,367 26,003,646
2 Accrued medical incentiva pool and bonus amounts
3 Unpaid claims adjustment expenses 1,022,303 1,022,303 1,030,819
4. Aggregale health poticy reserves, Including the liability of §.. ... .0 for medical os5 ralio

rebata per the Public Health Service Act 2233
5 Aggregate ke policy reserves 31,946 31,946
6. Propery/casually unearned premium reserve
T Aggregale health claim reserves
B Premiums received in advance 4,255 659 4,255,659 5,148,573
9 General expenses due of accreed 54,277,061 54,277,061 63,972,768
10,4 Cument federal and foreign income tax payable and interest hereon (including $ 0

on realized gains {losses))
10.2  Netdeferred tax hability
1. Ceded feinsurance premiums payable
12, Amounts withheld or retained for the account of others 1,758,784 1,758,704 2,029,828
13, Remittances and items not afiocated
14,  Borowed money (including $...... ..Dcurrent) and interest thereon $.... ..., 0

(including $_.........0 current)
15, Amounts due to parent, subsidiaries and affiliales 129,514,738 129,514,738 735676326
16.  Denvatives
17.  Payable for secutilies
18.  Payable for securities lending
19, Funds held under reinsurance treaties with {S_.. .0 authorized reinsurers, $ 0

unauthorized reinsurers and $.... 0 certfied reinsurers)
20 Reisurance in unauthorized and certified (S. ... .. Ojcompanies
21 Netadjustments in assets and kabilities dus fo foreign exchange rates
22 Liability tor amounts held under uninsured plans 1,176
23, Aggregale write-ins for olher Kabilities {including $ 0 curent) 142,534,508 142,534,588 | 145,016,418
24 Total liabilities {Lines 1 to 23) 358,992 446 350,992446( 316,911,787
25 Aggregate write-ins for special surplus funds XXX XXX 1,278495 5113979
26.  Common capilal stock XXX XXX
27, Preferred capital stock XXX XXX
2B, Gross paid in and contributed surplus XXX XXX
29.  Surplus notes XXX XXX
30, Aggregate write-ins for other-than-special surplus funds XXX XAX
i Unassigned funds [Sufplus) XXX XXX 720,176.281| 759,592630
32, Less lreasury slock, at cost:

321 ... . .Dshares common {value ingluded in Line 26 $ 0 XXX XXX

322 ... ...0shares preferred {value included in Ling 27 S, 0} AAX XXX
33 Totalcapita and surplus (Lines 25 to 31 minus Line 32) XXX XXX 721454, 776| 764,706,609
34, Tofal Liabilities, capital and surplus {Lines 24 and 33) XXX XXX 1,080.447.222} 1,081618.3%
DETAILS OF WRITE-INS
2301 Liabilty for Pension and Postrelirement Benefils 137,035,823 137,935,8231 140,547,476
2302. Payments Oue Others 437290 43712910 4244913
2303. Crher Liabilities 189,887 189,807 190,067
2398. Summary of remaining write-ins for Line 23 from averflow page 35,968 35,968 35,962
2399. TOTALS {Lines 2301 through 2303 plus 2338} {Lina 23 above} 142,534,588 142,534,508 145016418
2501 ACA Health Insurer Fee XXX XXX 1,278,495 5113979
2502 XXX XXX
2503 XXX XXX
2598, Summary of remaining write-ins for Line 25 from overflow page XXX XXX |
2599. TOTALS (Lines 2501 through 2503 plus 2598) (Line 25 above} XXX XXX 1,278,495 5111979
001, XXX XXX
3002, XXX AAX
3003, XXX XXX
3098. Summary of remaining write-ns for Line 30 from overfiow page XXX XXX
3069, TOTALS {Lines 3001 through 3003 plus 3098) (Line 30 above) XXX XXX
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sTATEMENT as oF March 31, 2016 or 1z Capital Blue Cross

STATEMENT OF REVENUE AND EXPENSES

Prior Year
Prior Year Ended
Cuerent Year To Date To Cate Dy ber 31
1 F] 3 4
Uncovered Total Total Total

1. Member Manths XAX 286,043 292826 1,160,944
2 Net premium income {including §. -0 non-heatth premium income) XXX 13,235,540 66,928,157 219,729,049
kR Change in uneamed premium reserves and reserves for rate credits XXX {28.113) {35.712) 380
4, Fee-for-service {net of $. .0 medical expenses} XXX
5. Risk rvenue XXX
6. Agoregate write-ins lor other heatth care refated revenues XXX
7 Aggregate wrile-ins. for other non-heatth revenues XXX
3 Total revenues (Lines 210 7) Xxx 73,205,807 66,892 445 279725429
Hospital and Medical:
9 Hospitalimedical bereits 50,553,584 53.795.098 225,974,074
10. Other prolessional senvices 313,829 262088
1", OQuiside referrals
12, Emergency room and out-of-area 6,462,621 5,987,349 23,466,470
13. Prescriplion drugs 906,086 964,657 AIM.235
14, Aggregate write-ins for other hospital and medical
15 Incentive pool, withhold adjustments and bonus amounts
16 Subtotal {Lines 9 to 15) 6,236,330 61,009,192 2714779
Less:
17 Nat reinsirance recovenes
8. Total hospital and medical (Lines 16 minus 17) 66,236,330 61,009,192 25211179
19, Non-health claims [net)
20 Claims adjustment expenses, including $. 1,175,221 cost containmenl expenses 1.538,866 1.539.216 7,380 865
2, Ganeral administralive expenses B,064.501 9,420,512 24,830,855
22 Increase in reserves for life and accident and health contracts [including §. Oincrease

in reserves for life only)
23, Totat undeswrting deductions (Lines 18 through 22) 75,839.697 71,968,980 284.71.499
24, Net undenwrding gain or {loss} {Lines 8 minws 23) XXX {2,633.880) {5.076.535) 15,002 .070)
25, Nel investment income eamed 1360381 4,275,840 20,111,439
26 Net realized capital gains (losses) less capital gains lax of $. 0 750.800 2,380.810 7,273.689
27 Net investment gains or {losses) {Lines 25 plus 26) 4,151,181 6,657,650 27,305,128
28 Net gam or {loss} from agents’ ar p balances charged off [{ d

- 0) (smount charged off S. )}
29. Aggregate wrie-ins. for other income or expenses {103.061) {158,784} (340.241)
0. Net income or (loss} after capital pains tax and before 2!l olher federal income taxes (Lines 24

plus 27 plas 26 pus 29) XXX 1414230 1422321 e
k1l Federal and foreign income taxes incurred XXX 1,077,554 1.955.747 10,701,656
32 Nel income {loss) {Lines 30 minus 31) XXX 336672 [533.426) 11,341,161
DETAILS OF WRITE-INS
0601. XxX
0602. Xxx
0603. XAX
0838.  Summary of remaining wrte-ins for Line B from overfiow page XXX
0639, TOTALS {Lines 060+ throuph 0603 plus 0598} {Line 6 above) XXX
0701 XXX
o702, XX
0703 Xxx
0798.  Summary of remaining wnte-ing for Line 7 from overflow page XXX
0799, TOTALS {Lines 0701 through 0703 pius 0798) {Line 7 above) XXX
1401
1402,
1403.
1498 Summary of remaining write-ins for Line 14 from averfiow page
1489, TOTALS (Lines 1401 through 1403 plus 1498) (Line 14 abave)
2901, Other Expense {163.061) {158,794) (340,241
2902,
290).
2998 Summary of remaining write-ins for Line 29 from averiiow page
2999.  TOTALS {Lines 2901 through 2903 plus 2998 {Line 29 above) {103,061) {158.794) (H40.241)




staTEMENT As of March 31, 2016 or e Capital Blue Cross

STATEMENT OF REVENUE AND EXPENSES (Continued)

1 2 3 |
Prior Year
Current Year Prior Year Ended
To Date To Date December 31 |
CAPITAL & SURPLUS ACCOUNT
kx} Capital and surplus prior reportag year 764,706,609 824,748,733 824,749,733
34, Netincome or {loss) from Line 32 336,672 {533,426) 11,341,161
35 Changein valuation basis of aggregate policy and claim reserves
36.  Change in net unrealized capital gains (losses} less capital gainstaxof §.. 855,325 (41,100,680} {21,375,565) (106,441,722,
37, Change in net unrealized foreign exchange capitat gain or {loss)
3. Changein nel defered income tax {1,106,180) {991,344} 19,258,672
39, Change in nonadmitied assets (1,577,418) (8,500,631) 24274700
40.  Change in unauthorized and certified resnsurance
L Change in treasufy stock
42, Change in surplus notes
43, Cumulative effect of changes in accounting principles
44, Capital Changes:
4.1 Padin
442  Transterred from surplus {Stock Dividend)
443 Transtered to suplus
45 Surplus adjustments:
451 Paidin
452  Transfemed lo capital {Stock Dividend}
453 Transterred from capital
46, Dividends o slockholders
47 Aggregale write-ns for gains or (losses) in surplus 195,773 1,877,538 23041409
48, Netchange in capita) and surplus {Lines 34 1o 47) (43,251,833 129.524,028) | (60,043,424}
49, Capital and surplus end of reparing, paticd {Line 33 plus 48} 721454.776 795.225.7051 764,706,609
DETAILS OF WRITE-INS
4701, Change In unrecognized prior service costs and net gains /losses 195,7?3[ 1.87]’.538| 23041409
i
4798, Summary of remaining write-ns for Line 47 from overflow page
14799, TOTALS iLines ATEH through 4707 pius 4798 {Line 47 above) = 195,773 1,877,538 23041409




sratement as of March 31, 206 or ve Capital Blue Cross

CASH FLOW 1 : :
Current Priot Prigr
Year Year Year Ended
To Date To Date December 31
Cash from Operations
1. Premiums collected net of reinsurance 11,742,702 68,411,012 286,406,188
2, Net investment income 3,988,809 4,349,502 21516423
3 Miscelaneous income
4, TOTAL (Lines 110 3} 75,731,511 72,760,514 0792261
5. Benefit and loss related payments 66,006,852 60,613,674 257,159,969
5. Net transfers to Separate Accounts, Segregated Accounts and Protected Cefl Accounis
7. Commissions, expenses paid and aggregate write-ins for deductions 17,136,230 26,605,480 27,564,072
B. Dividends paid 1o policyholders
9, Federat and foreign income laxes paid {recovered) net of § 0 lax on capital gains
{losses) {381.363) {147.531) 15,762,485
10. TOTAL (Lines 5 through 9) 82,761,719 87,071,623 300.486.526
1. Nel cash from operations {Line 4 minus Line 10} {7.030,208} (14,311,109} 7.436,085
Cash from Invastments
12, Froceeds from investments sold, matured or repaid
121 Bonds 18,515,854 1831719 101,041,895
122 Stocks 2,642,489 5647426 20,261,859
123 Morgage bans
124  Realestale
125  Other invested assets 2425630 25,000,000
126 Mel gains or (losses) on cash. cash equivalents and short-lerm investments
127 Miscellaneous proceeds
128 TOTAL investment proceeds (Lines 12.110 12.7) 23783973 23,979,155 146,303,764
13 Costofinvestments acquired (fong-term only}
131 Bonds 26,091,849 22,298,670 84,907,049
13.2  Stocks 2624012 5,458,959 31,124,137
13.3  Morigage loans
134 Realeslate 591 270,812 2927832
135  Other invesled assels 5,034,606 269,124 72,953,128
136 Miscellaneous applications
137 TOTAL investments acquired (Lines 13.1 10 13.6) 33,756,398 20,297,565 191,912,146
14, Nelincrease {or decrease) in contract loars and premium notes
15, Net cash from invesiments (Line 12.8 minus Line 13.7 and Line 14) (9,972425) (4.318.41) (45,608,382
Cash from Financing and Miscellaneous Sources
16.  Cash provided {applied):
16.1  Surplus noles, capital notes
18.2  Capital and paid in surplus, less treasury stock
16.3  Bomowed funds
164  Netdeposils on deposil-type contracts and cther inserance liabilities
16.5  Dividends lo slockholders
16.6  Other cash provided (applied) 30,951,602 41,469,990 32,214,874
17. Nel cash from financing and miscellaneous sources (Line 16.1 through 16.4 minus Line 16.5
plus Line 16.6) 30,951,602 41,469,950 32,214,874
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18B. Net change in cash, cash equivalents and shori-lerm investments {Line 11, plus Lines 15 and
17} 13,948,969 22840471 (5957423
19, Cash, cash equivalents and shorl-lerm investments.
191 Beginning of year 51,752,723 57,710,146 57,710,146
19.2  End of pericd {Line 18 plus Line 19.1) §5,701,692 B0.550,617 51.7@
Note: _Supplemental Disclosures of Cash Flow Information for Non-Cash Transactions:
| 20.0001 | ]
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statement as of March 31, 2016 cr 1z Capital Blue Cross

(=)

1.

Notes to Financial Statement

Sumamary of Significant Accounting Policies
A Accounting Practices

The financinl statements of Capilal Blue Cross {“*Company ) are presented on the basis of accounling practices prescribed
or permitted by the Pennsylvania Insurance Department.

The Pennsylvania Insurance Depanment recopnizes only statulory accounting practices prescribed or permitted by the Sime
of Pennsylvania for determining and reporting the financial condition and results of operations of an insurance company,
for detenmining ils solvency under the Pennsylvenia Insurance Law. ‘The Accounting Practices and Procedures Manual
(NAIC SAP) has been adopied as a component of prescribed or permitied practices by the state of Pennsylvania. The state
has adopied cenain prescribed accounting practices that differ from those found in NAIC SAP. Specifically, 1) goodwill
arising from the purchase of a subsidiary, controlled or affiliated entity 1s written off directly 10 surplus in the year it
onginates by Pennsylvania domiciled companies. In NAIC SAP, goodwill in amounts not to exceed 10% of an insurer’s
capital and surplus may be capiatized and all amounts of goodwill are amontized to unrealized pains and losses on
investments over periods not 1o exceed 10 years, and, 2) 100% of all fixed assets are admitted by Pennsylvania domiciled
companies. In NAIC SAP. fixed assets are nol admitied.  The Commmisstoner of Insurance has the right 1o permit other

speaific practices that devinte from prescribed practices. The Company hed no such penmitted practices as of March 31,
2016.

State of
Dowicile 2016 2015
Net Income
(1) The Company’s state basis (Page 4, Ling 32, Colwmn 2 & 3} PA s 336,672 § 11,341,161
(2} Swate Prescribed Praciices that increasef{decrease) NAIC SAP - .
(3}  Siate Permitted Practices that increase/(decrease) NAIC SAP - -
(4} NAIC SAP (1-2-3=4) $ 336,672 $ 11,341,161
Surplus
{3} The Company's state basis (Page 3, Line 33, Column 3 & 4) PA S 721454776 S 764,706,609
(6)  Suate Prescribed Praciices that increase/(decrease} NAIC SAP - -
(7} State Penmtted Praclices that increase/(decrease) NAIC SAP - -
(8) NAIC SAP (5-6-7=8) 5§ 721,454,776 § 764,706,609
B. Use of Estimates in the Preparation of the Financial Statements
No material changes.
C Accounting Policies
1 =5 - No material changes.
6, Loan-backed bonds arc stated ol amortized cost using the interest method including anuctpated

prepayments.  Prepayment assumptions are obtained from extermnal sources and arc based on the cument
interest rate ad cconomic environment. The prospective adjustment method is used 10 value all such
securities,

7 =13, - No material changes
. Going Concem

Not applicable.

Accounting Changes and Comrecnions of Errors

Mot applicable.

Business Combinations and Goodwill

Noi applicable

Discontinued Operations

Mot applicable,

Investments
A Mongage Loans

Not applicable

Q10



starement asor March 31, 2016 or v Capital Blue Cross

Notes to Financial Statement

Debt Restructuring

Not applicable.

Reverse Mortpapes
Not applicable.
Loan-Backed Sccuritics

The fair value of investinents that arc considered loan-backed and structured sccurities is $115.495 as of March k1N
2016, The Company has not taken an other than temporary unpainnent as of March 31, 2016

The pross unreatized Josses and fir value of the Commnpany s investments in loan-backed and structured securities with
unirenlized losses that are nol deemed 1o be other-than-temporanly impaed, aggregated by lenpth of time that
individual securities have been in a continuous unrealized loss position at March 31, 2016 are as (ollows

Description Amount
2. The aggregate amount of unrealized losses

1. Less thon 12 Months -
2. 12 Months or Longer {287)

b. The aggregate related fair value of securities with unrealized losses
|. Less than 12 Months -
2. 12 Months or Longer 115,495

ANl impaired securities (fair value is less than cost or amortized cost) for which an other-than-lemporary impainment
has not been recognized in eamuings os a realized loss (including securities wilh a recognized other-than-temporary
impairment for non-interest related declines wlien a non-recopntzed tnterest related impainment remainsy.

In consideration of the specific securities and general ccanemic condinons, the Company doss nol consider these
investments 10 be other-than-temporarily impatred at March 31, 2016

The Company does nat ltave any Repurchase Agreements and/or Secunties Lemling Transactions.

Renl Estate

Not Applicable.

Low-Income Housing Credis

Not Applicable.

Restricied assels.

Not Applicable.

The Company dogs ntot have Working Capital Finance lnvesiments.

The Company does not lrave Offsciting and Netting of Assets and Liabilities

Structured Notes

Not Applicable.

6. Joint Ventures, Partnerships and Limited Linbility Companies

Not Applicable.

7. Investment Income

A.

Basis for Excluding Due and Accrued Investment Income from Statutory Surplus
No material changes.
Amounts Exctuded from Statutory Surplus

Not Applicable.

8. Derivative Invesinents

Mot Applicable.
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sTATEMENT As of March 31, 2016 or 1ve Capital Blue Cross

Notes to Financial Statement

Income Taxes

No matenal changes.

Information Concerning Parent, Subsidiaries, Alliliates and Other Related Practices

A

Information Concenting Parent Company

INo material chanes.

Drescription of Transactions

No material changes.

Amounts of Transactions

Ne material changes.

Due to and from Parent, Subsidiaries and Affiliates
No mnierial changes.

Comrmi Is and C

No maicrial changes.

Management Service Contracts and Cost Sharing Amrangements
No material changes.

Relationships with Enterpnises under Common Ownership

Not Applicable.

Amounts Deducted from Value of an Upsiream Intermediate Entity
Not Applicable,

Investments in SCA Entitics that exceed 10°% of Admitied Asscts
Net Applicable.

Impairruent in SCAs

No miatenal changes.

Investiments in Foreign Insurance Subsidianies

Not Applicable

Downstream Noninsurance Holding Company

Not Applicable

M=N SCA Invesiments

Debt

A

B

Not Applicable.

Capital Note obligations.
Not Applicable,

The Company has no Federal Home Loan Bank agreements
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statemenT as oF March 31, 2016 or 1= Capital Blue Cross
Notes to Financial Statement

12. Retirciment Plans, Deforred Compensation, Post-employment  Benefiis and Compensated Absences and  Other
Postretitemient Benefit Plans

A, Defined Benefit Plan

Pension Benefits Other Benefits

Service Cost $ 704870 S 2753626 § 1055000 § 4047698
Interest Cost 2317409 8973452 1,293,750 4,800,354
Expecied Retum on Plan Assets (3,461,250  (14.501,380) - -
Transition Assct or Obligation . - - 7.510,158
Gains and Losses 354,475 1,253,639 - -
Pricr Service Cost or Credit 36,793 146.953 (268.500) 1263.347)
Total Net Periodic Benefit Cost ] {37,703) § (1,373,710 $ 2,080,250 § 16094863

B.  Investment Policies and Strategies
No matenal changes
€ Fair Value of Plan Assets
Not Applicable.
D Expeeted Long Term Raie of Return on Asscls
Not Applicable.
E. Defincd Comnbution Plans
Not Applicable
F. Mutliemployer Plan
No matenal changes
G Consolidated / Holding Company Plans
No material changes.
H.  Postemployment benefits and compensated absences are accrued in accordance with SSAP No, 11
No material changes.
I Medicare Prescription Drug Improvement and Modernization Act of 2003

No maierial changes.

13 Capital and Surplus, Sharcholders’ Dividend Restnctions and Quasi-Reorganizations

A Capital Stock

No material changes.
B.  Preferred Stock

Not Applicable.
C.D,E. Dividends

Not Applicable.

F.  Surplus Restrictions

No material changes.

G Munual Surplus Advances
No material changes.
H Company Stock Held for Special Pumposes

Not Applicable.
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statenent asor March 31, 2016 or e Capital Blue Cross
Notes to Financial Statement

I Special Sumplus Funds
The Company is subject to an annual Health Insurance Providers Fee under scction 9010 of the Federal
Accordable Care Act (“ACA™). The year-to-date estimated fee was reclassified from unassigned funds to special
surplus in accordance with the applicable siatutory pwidance.
1. Changes in Surplus
No malenial changes.
K. Surplus Noles
No material changes.

L.. M, Quasi-Reorganizations

Not Applicable.

14. Contingencics
A Contingent Commitinents
No matenial changes.
B, Assessments
Not Applicable.
C.  Gain Contingencies
Not Applicable,
D Claims Related Extra Contractual Obligation and Bad Faith Losses Stemming from Lawsuits
Not Applicable.
E.  All Onher Contingencics

No material chanpes.

15 Leases
A, Lessee Operating Lease
o matenal changes
B Lessor Leasces
Not Applicable
16 Ic"“:.dmwkl'iolf‘ about Financial Instruments with OfF-Balance Sheet Risk and Financial Insiruments with Concentrations of
redil Risk

Nol Applicable

17 Sale, Transfer and Servicing of Financial Assets and Extinguishments of 1iabilitics
A Transfers of Receivable Reported as Sales
Mot Applicable
B The Company docs not have Transfer and Servicing of Financial Asscts

T The Company does not have wash sales as defined in paragraph 9 of SSAP No. 91R

I8 Ginins or Loss to the Reporting Entity from Uninsured Plans and the Lininsured Portion of Pantially Insured Plans
A ASO Mans
Not Applicable
0. ASC Mans

No matenal changes
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statenent asof March 31, 2016 or 1z Capital Blue Cross

Notes to Financial Statement

¢ Medicare or Similarly Stuctured Cost Based Reimbursemer Contract

Not Applicable

19. Direct Presmm Written/Produced by Managing General Agents/Third Panty Administrators

Not Applicable.

20 Fair Value Measurement

A Fair Value Measurements at March 3§, 2016

Assets gt Fair Value Level | Level 2 Level 3 Total
Cash andl Shon Tenn Investments
Exempt moncy market Fund S 1,001,480 $  1,0001480
Class one moncy market Fund 13,204,679 - - 13,204,679
Total Casly & Short Term Investnents 14,206,159 - - 14,206,159
Bonds - . - -
Commeon stacks 199,114,120 - - 199,114,120
Total Assets at Fair Value $ 313320279 S T8 . € 7133202079

There were no material transfers between Levels 1 and 2 during the peried. There were no materiol transfers into or out
of Level 3

€. Fair Volue and Admitted Valie of All Financial Asscls

Apgrepate Admitted

Type of Finoncial Insinunent Eair Valye Assots Level | Level 2 Level 3
Bonds € 305347047 § 295444529 § - $ 305347047 § -
Comimon Stocks 199,154,120 199,114,120 199,114,120 -
Real Estate 62,857,127 29,200,064 - 61,857,127
Cash and Short-Tenm Invesuncnts 65,701,692 65.701,692 65,701,692 - -
Othier Invested Assets 27.963.288 27.963,288 . 27.963.288 -
Total assets ot fair value $ 6605983274 S 617432603 $ 264815812 S 396167462 S -

The Company’s Level | securilics primarily consist of equities and money market funds. The Company determines the
estimated fair value for its Level | sccurities using quoted {unadjusted) prices for identical assets or labilities in aclive
markets.

The Company's Level 2 sccurities primanly consist of govemment-sponsored enterprise securities, state and municipal
bonds, certain mergage-backed sceurities and corporate debt. The Company I ines the esti | fair value for its
Level 2 securitics using the foltowing meihods; quoted prices for similar asset/Habilities in aclive markets, quoied
prices for identical or similar assets in non-active markets (few transactions, limited infonmation, noncurrent prices. high
variability over time); inputs other than quoled prices that are ohservable for the assetliability {e.g., interest rates, yield
curves volatilities, default rates), and inpis that are derived principally from or corroborated by othier observable market
data.

There were no malcrial transfers between Levels | and 2 during the period. There were no material transfers o o o
of Level 3.

D The Company does not estimale the fair values of financial instruments.

21 Onler Neans

A—G Nomatenal changes.

22 Events Subsequent

Nol Applicable.
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sTaTeEMenT a3 o March 31, 2016 or 14z Capital Blue Cross

Notes to Financial Statement

Remsurance

Not Apphicable

Retrospectively Rated Contracts & Comracts Subject 1o Redetenmination

A-D Nomatenal changes

E.  Medical Loss Ratic Rebates required pursuant to the Public Health Service Act

(1) Did the reponting entity write accident and health insurance premium which is subject 1o
the AlMordable Care Act risk sharing provisions | YESNO)? Yes

(2) Impact of Risk Sharing Provisions of the Affordable Care Act on Admilted Assets, Liabilities and Revenue for the
Current Year

a. Permanent ACA Risk Adjustiment Program

Assels
1 Premium adiusiments receivable due 10 ACA Risk Adjustment .
Liabilities
2 Risk adjusiment user fees payable for ACA Risk Adjustment -
3 Premiwm adjusiments payable duc 1o ATA Risk Adjustment -
Operalions (Revenue & Expense)
4 Reporied as revenue in premium for accident and health coniracts

iwntien/collected) due 10 ACA Risk Adjusiment -
5 Reported in expenses as ACA nisk adjustiment user lees (incurred/paid} -

The Company has not estimated any receivables or payabies related 10 the ACA Risk Adjustment
Program due to insulTicient data 10 make an estimate

b. Transitionat ACA Reinsurance Program
Assels
| Amounts recoverable for claims pand due to ACA Reinsurance

2 Amounts recoverable for claims unpaid duc to ACA Reinsurance {contra
hability } .
3 Amounts receivable relating 1o uninsured plans for contnibutions for ACA Reinsurance
Liabilities
4 Liabilities for comtributions paynble due 10 ACA Reinsurance - not
reported as ceded premium T4, 178
5 Ceded reinsurance premiums payable due 10 ACA Reinsurance -
6. Liability for amounts helt under uninsured plans conltributions for ACA

Reinsurance -
Operations (Revemue & Expense)
7 Ceded reinsurance preminms due 10 ACA Reinsurance -
8. Remnsurance recoveries (income stniement) due to ACA Reinsurance

paymenis of expecied paymenls
9 ACA Reinsurance Contributions - nol reponied as ceded premium 374,231

~

Temporary ACA Risk Corridors Program

Assets

I Accrued retrospeciive preminm due from ACA Risk Cormidors -

Liabilitics

2 Reserve for rate credits or policy experience rating refunds due to ACA
Risk Corridors

Operations (Revenue & Expense)}

3 Effect of ACA Risk Corridors on net premium income (paid/received) -

4 Effect of ACA Risk Comidors on change in reserves for rate credits -

The Conpany has not estimated any teceivables or payables related 10 the ACA Risk Adjustiment
Program due to insufficient data 10 make an estimate.
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3} Roliforward of prior ycar ACA fishe
shafity pHon 131003

Unactiled Balances pg of the
[hiferences A Reporting Date
Pnor Year || Inor Year Cumulatine | Cumulabng
Accrued Less] Acorued Lo Balance from | Balanes fm
. P ienty Pay menta Pror Years | Pror Yeun
Reegived or Pawd as of the :
Acsruod During the Prior Year on]  Cument Year on Busincas tCol 1-3) | (Col2-4 (Col 13+ {Col 2 -4+
Butincss Wnlten Before Written Befure December 31 To Prior Yeas| To Prior Year
Decembet 31 of the Prior Year ol‘lt_s Prior Year Balances Datances
1 F] 1 ] 4 [ 7 X 1] T2
Rycen pbie Payablc) 3 ah Pavshlel Recenable ah} Recongble 1 {Fmables | Rol ¥ Reeo phic (P nhic)
g Permancet ACA Rash Adjwilincsi N - - a . R H . T
Program
I Promuan adjustments recean phle L . . : . . e bA 5
2 Premium adiusiments {pa able) . = - . . . . B i
3 Sublotal ACA Pormsnent Risk = . . : . . ] .
Adjustment Program
b Transitional ACA Reimurance Program - . - . a = a
| Amounts recaserable for clamd paid - . . a
2 =
2. Amounts recoversble for claims . . -
wneunid fermrs libulivh : 2 | 2
3 Amounly reeeis ble relateng 1o whinsured
plats
- E
4 Lishihies for contributions pey able due
10 ACA Reinsutance = hot reported s
ceded premium
- (PR ERRTY UL . HHIENT) - 1 €E
§ Coded minsurance preciiutns pas shie - e . . . . . A
f : G
6 Liabiliy for amounts held under . - 5 . . ? ¥
uninsured plans . H
7 Sublotal ACA Transnional Reinsurance s - . T .
Program . {34760 {104 519067) (619,957
e Temporary ACA Rusk Comdons Program| . - . . . F . s i
1 Accrued retrospestive promium [ . = . i - . N
2 Reserue for rate eredus of policy . . L + . v
expenence meing refunds
5 - J
3 Subtoist ACA Risk Comdors Progrzm . . a i &
d Total for ACA Rash Sharing Provisions
' {2479.264) g {1 88u 902 - (ORI - . - {O19.967)
ambiiplanaien oL ASNMION e
A
g
C
D
E
E
¢}
Estimated Amounts empawred or not
Reeeivable/Poyable to be accrued (not withstanding Assct Balance -
Beyinmng Balance filed {or final amounts) collectibility concerns) Amounts Received Ending Balance | Gross of non-admit
Benefit Year AR AP AR AP AR AP AR AP AR AP AR
2014 - - . . - . - . 8 5 8
2015 . - & - . 5 . - g 5 .
2016§ . - - - . - = B & = 5
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statement as.or March 31, 2016 or i Capital Blue Cross
Notes to Financial Statement

25 Change w incutred Clmms and Claim Adjustnient Expenses
Reserves for incurted claims mtnbuted to insured events of prior years have decreased by $1,584,477 as a result of re-¢sumation
of unpard claims. The re-estimation 15 generally the resull of onpoing analysis of recent loss development trends. Original
estimales are increased of decrensed, as additional information becomes known regarding aciual claims expericnce

26 Intercompany Pooling Amangemenis

Not Applicable.

27 Siuciured Sentleancms

Not Applicable.

28 Healih Care Receivables
A, Phannaceancal Rebate Receivables

No ntateral changes.

B. Risk Shanng Receivables

Not Applicable

29 Pamicipattng Policies
Not Applicable.
30 Pramum Deficiency Reserves
No matenial changes.
31 Anticipated Salvage and Subrogation

to material changes.
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STATEMENT A5 oF March 31, 2016 or tie Capital Blue Cross

GENERAL INTERROGATORIES

PART 1 - COMMON INTERROGATORIES
GENERAL

11 Did the reporting entity experience any material transactions requiring te fiing of Disclosure of Material Transactions with ihe State of
Domicile, as required by the Model Act?
1.2 If yes, has the report been filed wilth the domicikiary state?

2.1 Has any change been made during the year of this statement in the charter, by-aws, articles of incarparation, or deed of setilement of the
reporting enlity?
2.2 Uyes, date of change:

3.1 Isthe rep??ning entity a member of an Insurance Holding Company System consisting of twa or more affiialed persons. one or more of which is
an insyre
If yes, complete Schedule Y, Pans 1 and 1A,
3.2 Have (here been any substantiai changes in the organizational chant since the prier quarter end?
3.3 If the response (o 3.2 Is yes, provide a beief description of thase changes:
4,
4

1 Has lhe reporting entity been a party o a merger or consoldation during the period covered by this statement?
2 IFyes, provide the name of entity, NAIC Company Code, and state of domicie {use bwo letter slale abbreviation} for any entily that has ceased
10 exist as a resuit of (he merger or consalidatian.

1 2 3
Name of Entity NAIC Company Code State of Domicite

5. li the reporting entity is subject to a management agreement, including third-party administrator(s), managing general agent(s}, atlomey-in-fact.
of similar agreemen, have there been any significant changes regarding the terms of the agreement or principa’s involved?
If yes, atach an explanation.

6.1 State as of what date (he latest financial examination of the reporling enlity was made or is being made.

2 State tha as of date that the kates| financial examination report became avaiable from either the state of domicilg of the reporting entity. This
date should be Ihe date of the examined balance sheet and nol the date the report was completed or released

6.3 State as of whal dale Ihe latest financial examination reporl became available (o other states or the public from eilher the state of domicile or
the reporting enlity. This is the release date of completion date of the examination repart and nol the date of tha exarnination {balance sheel
date).

6.4 By what depattment or departments?

Perngytvaréa Insurance Deparimenl

6.5 Have atl financial stalement adjustments within the latest financial examination report been accounted for in a subsequent finangial statement
filed with Departments?

5.6 Have all of (he recommendations within (he latest financial examination repent been complied with?

7.1 Has this reporfing entity had any Centificates of Authority, licenses or registrations {including corparate registration, if applicable) suspended or
revoked by any govemmental entity during Lhe reporting period?
7.2 If yes, give Rull information

1 Is the company a subsidiary of a bank holding company regulated by the Federal Reserve Board?

2 If response to 8.1 is yes, please identify the name of the bank holding company.

3 Is the company affilated with one or mare banks, thrifts ot securilies fims?

4 If response 1o 8.3 s yes, pleasa pravide below the names and location {cily and state af the main office) of any affiiates regulated by a federal
regulatory services agency [i.e. the Federal Reserve Board (FREB), the Office of the Complroller of the Currency {OCC), the Federal Deposit
Insurance Corporation (FDIC) and the Securities Exchange Commission (SEC)] and Klentify the affiliate’s primary federal regulator )

8
8.
8.
8.

1 2 3 4 5 [
Affliale Name Location {City. State) FRB 0cC FDIC SEC

ves| | Nol) | YestjNoq | Yes{]No[X) |_Yes]Na[X)

9.1 Are the senior officers (principal executive officer, principal financial officer, principal accounting officer or controller, or persons performing
similar functions) of the reparting entity subject 1o a code of ethics, which includes the following standards?
{a} H?nesi sat?d ethical conducl, including the ethical handiing of actual or apparent conflicts of interest between personal and prafessional
relationships,
b} Fult, fair, accurate, timely and understandabte disclosure in Ihe periadic reports required to be filed by the reporting entily,
't} Compliance with applicable govemmental laws, rules and regulations,
d; The prompt intemat reporting of violations to an appropriale person of persons idenified in the code; and
{e) Accountability for adherence to the code.
9.11 Iftha response 1o 9.1 is No, please explain:
9.2 Has the code of ethics for senior managers been amended?
9.21 If the response 10 9.2is Yes, provide information related to amendment(s).
9.3 Have any provisions of the oode of ethics been waived for any of the specified officers?
9.31 If the response to 9.3 is Yes, provida (ha nature of any waiver(s).

FINANCIAL

10,1 Does the reponting entity report any amounts due from parent, subsidiaries or affiiates on Page 2 of this statement?
13.2 Ifyes, indicate any amaunts receivabie from parent included in the Page 2 amount:

INVESTMENT
11.1 Were any of the stocks, tionds, o other assets of the reporting entity loaned, placed under option agreement, or otherwise made available for
use by anothet person? {Exclude securities under securiies lending agreements.)
11.2 ¥ yes, give fult and complete information refating thereto:
12, Amount of real estate and morgages held in other invested assels in Schedule BA:

13.  Amount of real estata and mortgages held in shori-term investments:

Qi1

Yes| | N

Yes} | No[ | N/AFX]
Yes| | No[X]
Yes[¥] No[]
Yes[] No[X]

Yes{ | NefX]

Yes] | No| | N/AX]

123120
1231201

071372013

vea o INA |
Yes{] NolX

Yes{ ] No[¥]

Yes{ | NofX]

Yes[X) Nof )

Yes| ] NofX]
Yes] | NofX]

Yes[X] Nol ]

Yes| | No[X]



sTatEmeNT a5 of March 31, 2016 or 14z Capital Blue Cross

GENERAL INTERROGATORIES (Continued)

INVESTMENT
141 Does the reporting ertity have any investments in parent, subsidiaries and affiliates? Yes[X] Nof |
142 liyes, please compiete the following:
1 2
Prics Year-End Current Quanter
Book/Adjusted BookiAdustad
Carying Value Carrying Vahue
1421 Bonds
14.22  Preierred Stock
1423 Comman Stock 168,790,354 129,899,104
1424 Shon-Tesm Investments
14.25 Mongages Loans on Real Estate
14.26 Al Other 125,000,000 125,000.000
1427 Tolal Investment in Parenl, Subsidiaries and Atfliates {Subtotal
Linas 14.21 1o 14.26) 293,790,354 254,899,104
1428 Total Investment in Parent Included in Lines 14.2110 14.26
above
151 Has the reparting entity entered into any hedging transaclions reported on Schedule DB? Yes[] No[Al
15.2 If yes, has a camprehensive description of the hedging program been made available o the domiciliary state? Yes| } Nof ] N/AfX)
I ng, attach a description with this statement.
16. For the reporting entity's security lending program, state the amouni of the following as of the curren! statement date:
161 Total fair value of reinvested collateral assets reported on Schedute DL, Parts 1 and 2 $ 0
16.2 Total book adjustedicamying value of reinvested collateral assets reporied on Schedule DL, Parts 1 and 2 $ 0
16.3 Total payable for securibes lending reparted on the liability page H 0
17. Exchuding items in Schedule E - Part 3 - Special Deposits. real estate, mortgage loans and investments keld physically in the reporting entity's
offices, vaulls or safety depasit boxes, were all stocks, bands and other secunties, owned throughout the current year held pursuant to a
custodial agreemen with a qualified bank or trust company in accordance with Section 1, ill - General Examination Considerations, F
Qutsourcing of Critical Functions, Custodial or Safekeeping Agreements of the NAIC Financial Condition Examiners Handbook? Yes[X] Noj }
17.1 For afl agreements thal comply with the requirements of the NAIC Financial Condition Examiners Handboak, complete the following:
1 2
Name of Cuslodian(s) Custodian Address
BNYMellon One Mellon Ctr 500 Grant St Pittsburgh PA 15258
17.2 Faor all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the name,
location and a complete explanation;
1 2 k]
Name{s) Location(s) Complete Explanation(s)
173 Have there been any changes, including name changes. in the custodian(s) identified in 17.1 during the cument quarter? Yes[ ] Nofx]
174 Wyes, give full and complete information relating thereto:
1 2 k| 4
Date
Oid Cuslodian New Custodian of Change Reason
175 Identify all investmen! advisors. brokersidealers or individuals aclin? on behalf of brokeridealers that have access (o the investment accounts,
handle securities and have authority 1o make investments on behalf of the reporting entity:
1 2 .
Central Registration
Depasitory Name(s) Address
71072 Standish Melion One Financial Center Boston, MA (2111
37579 Palisade Capital Ong Bridge Plaza Fort Lee, NJ 07024
17358 M & T Securilies 2085 Delaware Ave., Suite 2000 Buifalo, NY 14202
18.1 Have all the filing requirements of the Purposes and Procedures Manual of the NAIC investment Analysis Office been followed? Yes[X] No[ ]

18.2 W no, list exceptions

a1



starement asoF March 31, 2016 or 1he Capital Blue Cross

GENERAL INTERROGATORIES

PART 2 - HEALTH
1. Operaiing Percentages:

1.1 A&H loss percent 92.000%
1.2 ABH cost containment percent 2.000%
1.3 ABH expense percent excluding cost contaiament expenses 12.000%

2.1 Do you act as a cuslodian for health savings accounts? Yes| | No[X]

22 I yes, please provide the amount of custodial funds held as of the reperting date.

2.3 Do you acl as an admnistralor for health savings accounls? Yes[ ] No[X]

24 If yes, please provide the balance of the funds administered as of the reporting dale. $
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statenient as oF March 31, 2016 or e Capital Blue Cross

SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Current Year to Date - Allocated by States and Territories

Direct Business Only
¥ 2 ] 4 5 6 i ] 9
Fedesal Life and Arnuity
Accident and Employees Health Premi Property/ Tolal
Active Heatth Medicare Medicaid | Beneftts Program and Other Casualty Columns | Daposi-Type
Slane, Eie. Status | Prema Title XVHI Tithe XIX Pramiums Considerations | Pramums | 2 Through7 ¢ Contracts |
1 Alabama (AL} N
2 Alaska (AK) N
) Arizona (AZ) N
4 Arkansas {AR) N
5, Catfomia (CA) N
6. Colorado {CO) N
7 Connecticut (CT) N
8. Detawar (DE) N
9. District ol Columbia (DC} N
10 Flosita (FL) N
n Georgia {GA) N
12 Hawaii[H)) N
13 Idaho(ID} N
14, [dinoss {IL) N
15, Indizna {IN) N
16 lowa (IR} N
17 Kansas [KS) N
18, Kentucky {KY} N
19. Louisiana {LA} N
20. Maine (ME) N
24, Maryland {MD} N
22, Massachusetts {MA) N
7. Michigan (M) N
2, Mianesata {MN) N
25 Mississippi (MS) N
2. Missouri (MO} N
i Montana (MT) N
26. Mebratka {NE} N
29. Hevada (NV} N
30 HNaw Hampshire {NH) N
" New Jarsay (NJ) N
n Mew Maxica [NM) N
33 New York [NY} N
M North Carokna {NC} N
35, North Dakota (ND) N
36. Ohio {OH) N
7 Oklahoma (OK) N
38, Qregon (OR) N
kL) Pennsylvania {PA) L 1.844 687 65,390.833 73,235,520
40, Rhode 1stand {R1) N
4 South Carotina {SC} N
42 South Dakota (5D) N
43 Tennasses (TN} N
44, Texas {TX) N
a5, Utah (UT} N
4B. Vemonl (VT} N
A7 Virginia (VA) N
48, Washington {WA) N
49. Wesl Virginia {WV} N
50. Wisconsin {W1) N
51, Wyoming (WY) N
52, Asnerican Samoa {AS) N
51, Guam (G N
5. PuertoRico (PR} N
55. U.S. Virgin Islands (V1) N
56. Northem Matiana Islands {MP) N
57 Canada {CAN) N
58. Aggregate cther alien {OT) XXX
59, Subtotal XXX 7,844,687 65,390,831 73.235.520
60. Reporting entity contributions for
Employes Baneltt Plans AXX
61 Total [Direct Business, {a) 1] 7,844,687 £5.390.833 73.215.520
| DETAILS OF WRITE-INS
56001 XXX
58002 XEX
58003, XXX
58998. Summary of remaining write-ins for
Ling 58 from overflow page XXX
58999. TOTALS {Lines 58001 through
55003 plus 55998) (Line 58 above) XX

(L) Licensed or Chartered - Licensed Insurance Carrier o Domiciked RRG, {R) Reg:stered - N

elgible or approved to weite Surplus Lines in the state; (N) Nane of the abave « Nol allowed to wrile business in the stale.
{a) Insent the number of L responses except for Canada and Other Alien.

a4

an-domiciled RRG; {Q) Qualified - Cualified or Accrediled Re:nsurer, {

E) Eligible - Reperting Enlities
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statement as oF March 31, 2016 or i Capital Blue Cross

SUPPLEMENTAL EXHIBITS AND SCHEDULES INTERROGATORIES

The follewing supplemental reports are reguired 1o be filed as part of your statement filing However, in the evenl that your company does nal transact the type of
business for which the special report must be Filed, your response of NO |o the specific interrogatory will be accepted in lieu of Rling a "NONE" report and a bar code
will be printed betow. If the supplement (s required of your company but is nol being filed for whatever reason enter SEE EXPLANATION and provide an
explanation foliowing the interrogatory questions.
RESPONSE
No

1. Will tha Medicare Pant D Coverage Supplement be filed with the staie of domicile and the NAIC with this statement?

Explanalions:

Bar Codes:

R ey

a7



sTaTenent as o March 31, 2016 .o ue Capital Blue Cross

OVERFLOW PAGE FOR WRITE-INS

ASSETS
Current Stalement Date ]
1 2 3
Net Admitted December 31
Honadmitted Assels Priot Year Net
Assets Assets (Cols. 12} Admitted Assels
1197, Summary of remaining write-ins for Ling 11 {Lines 1104 through 1196}
2504, Advance Deposits 420,841 420,841 432,975
2505. Delerred Pending Tax Receivable 52,450 52,450 52,450
2597, Summary of remaining wrile-ins for Line 25 {Lines 2504 through 25%6) 473,29 473,291 485426
LIABILITIES, CAPITAL AND SURPLUS
Current Period Prior Year
1 2 3 4
Covered Uncovered Total Total
2304. Abandoned Property 35968 35968 35.962
2397, Summary of temaining write-ins for Line 23 {Lines 2304 through 2356) 35,968 35,968 35,962
2597, Summary of remaining wrile-ins for Line 25 {Lines 2504 through 2596) XX X XX X
3097. Summary of remaining wrile-ins for Line 30 {Lines 3004 though 3096) XXX XXX

Q18




statement as oF March 31, 2016 or te Capital Blue Cross

SCHEDULE A - VERIFICATION

Real Estate
1 2
Prior Year Ended
Year To Date December 31
1. Book/adjusted carrying value, December 31 of prior year 31,866,638 30,781,025
2. Costof acquired:
2.4 Actual cost at ime of acquisition
22 Additional investmen! made after acquisition 5931 2927832
3. Cument year change in encumbrances
4 Total gain {loss) on disposals
5 Deducl amounis received on disposats
6.  Total foreign exchange change in book/adusted camrying value
7. Deduct current year's olher-than-temparary impaiment recognized
8. Deducl current year's depreciation 505,438 1,842,219
9. Book/adjusted camying value at the end of current period (Lines 1+2+3+4-5+ 6-7-8) 1,367,131 31,866,638
10.  Oeduct lotal nonadmitied amounts 2,158,067 2,174,497
11.  Statement valua al end of current period {Ling 9 minus Ling 10} 29,209.064 29,692,141
SCHEDULE B - VERIFICATION
Mortgage Loans
1 2
Prior Year Ended
Year To Date December 31
1. Book valueltecorded investment excluding accrued interest, December 31 of prior year
2 Costel acquired:
2.1 Actualcost at lime of acquisition
22  Additional investment made after acquisition
3. Capitalized deferred interest and other
4, Acerual of discount
5. Unrealized valuation increase (decrease)
6 Total gain {loss) on disposals
7. Deduct amounts received on disposals
8. Deduct amontization of premium and marigage inlerest poi
9. Total foreign exchange change in bock valuefrecorded in
10, Deduct current years other han temporary impairment recognized
11, Book valuerecorded investment excluding accrued interest al end of current period {Lines 1+ 2+3+4 + 5+
6-7-8+9-10)
12.  Total valuation allowance
13.  Subtotal {Line 11 plus Line 12)
14,  Deduct total nonadmitted amounts
15. Statement value atend of current period (Line 13 minus Line 14}
SCHEDULE BA - VERIFICATION
Other Long-Term Invesied Assels
1 2
Prior Year Ended
Year To Date December 31
1. Bookladjusted carying value, December 31 of prior year 183,222,487 162,127,080
2. Costof acquired:
21 Aclual cost al time of acquisition
22 Addiional inveslment made aler acquisition 5,034 606 72,953,128
3. Capitalized deferred inlerest and other
4. Accrual of discount
5 Unrealized valuation increase (decrease) {3,778.834) (26,857,721)
6. Total gain {loss} on disposals
7. Deduct amounis received on disposals 2425630 25,000,000
8. Deduct amortization of premium and depreciation
9. Total foreign exchange change in bookiadjusted camying value
10. Deduct currend year's other than temporary impairmen recogmized
11, Bookadjusted carrying value at end of curmen! period (Lines 1 +2+3+4 +5+6.7-8+9- 10) 182052629 183222487
12, Deduct total nonadmitted amounts 5,883,630 4,959,750
13._ Statement value al end of curren! period {Line 11 minus Line 12) 176,160,993 178.262.737
SCHEDULE D - VERIFICATION
Bonds and Stocks
1 ?
Prior Year Ended
‘Year To Date December 31
1 Bookiadjusled carying value of bonds and stocks, December 31 of prier year 656,456,000 728982849
2 Cast of bonds and stocks acquired 28,715,851 116,031,186
3 Accrual of discount 37,515 97124
4 Unrealized valuation increase (decrease) [36,430,646) (73,553,021}
5 Total gain (loss) on dispesals 788,880 7929439
6 Deduct consideration for bonds and stocks disposed of 21,258,143 121,303,764
7 Deduct amortization of premium 422,788 1,369,265
8 Total foreign exchange change in book/adjusted camying value
9 Deduct current year's other than temporary impairment recognized 658,548
10.  Book/adjusted camying value al end of current perid {Lines 1+ 2+ 3 +4 +5.6-7 +8- 9 627778479 £56.456.000
1. Deducttotal nonadmitted amounts 100.000 100,000
12 Statement value al end of cutrent period {Line 10 minus Line 11} 627678479 £56,356,000

Qsio1
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statement as oF March 31, 2016 or tie Capital Blue Cross

SCHEDULE DA - PART 1
Short - Tenn Investments
1 2 3 4 5
Book/Adjusted Paid for Accrued
Carrying Actual Interest CoNactad Intesest
Vahe Par Vake Casl Year To Date Year To Date
9193339. Totals 14,206,160 XXX 14,206,160 4,959

SCHEDULE DA - Verification

Short-Term lnvesiments
1 2
Prior Year Ended
Year To Date December 31

1. Bookladiusted camying value, December 31 of prior year 17,990,029 42,886,106
2 Cost of short-lerm investmants acquired 22,592,456 6,011,942
3 Accryal of discount
4 Unrealized valuation increase (decrease)
5. Total gain (loss) on disposals (56}
. Deduct consideration received on disposals 26,373208 30,900,618
T Deduct amortization of pramium 3061 1401
8. Tolal foreign exchange change in book/adjusted camying value
-3 Deduct curren! year's other than temporary impairment recognized
10, Book/adjusted carrying value at end of cumrent period (Lines 1 + 2 +

3+44+45.6.7+8-9) 14,206,160 17,590,029
" Deduct lotal nonadmitted amounts
12. Statement value at end of cument period (Line 10 minus Line 11} 14,208,160 17,990,029

Qsio3



statemenT as o March 31, 2016 or e Capital Blue Cross

$104 Schedule DB - Part A Verification ............c.oiiviiinnriinieninnenn, NONE
5104 Schedule DB - Part B Verification .............ccociviiiviiviinennnnn. NONE
$105 Schedule DBPart CSection1 ..........ccvvviiiiiniininriiinennnenns NONE
SI06 Schedule DB Part CSection 2 .......vvvvueeinnerin v iireennnrenn. NONE
S$107 Schedule DB - Verification ...........cooiiiiiiiiiiiiiiiiiiriinennnns NONE
8108 Schedule E - Verification (Cash Equivalents) ...............covevvenennn. NONE

Q5104 - Qsl08
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statemens as of March 31, 2016 or iz Capital Blue Cross

E06 Schedule DBPartASection 1 ...........covviiiiiiriniiinirnnnennnns. NONE
E07 Schedule DBPartBSectiond .........cccvviiiirnrinineinrenannrnnnn, NONE
E08 ScheduleDBPartDSection® .........o.oviiiiiiiiniieirrinnnnnnnns, NONE
08 Schedule DB Part D Section 2 - Collateral Pledged By Reporting Entity ...... NONE
E02 Schedule DB Part D Section 2 - Collateral Pledged To Reporting Entity . ..... NONE
E10 Schedule DL - Part 1 - Securities Lending Collateral Assets ................ NONE
E11 Schedule DL - Part 2 - Securities Lending Collateral Assets................ NONE
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sTatement as oF March 31, 2016 or 1wz Capital Blue Cross

SCHEDULE E - PART 1- CASH

Month End Depository Balances
1 2 3 4 5 Book Balance al End of Each Month []
Amount | Amaunt of Duting Cument Quartet
of Interest|  Interes| B 7 B
Received | Accrued
During | al Cument
Raeof | Cument | Statemen! First Second Third
Depository Code | Interest ¢ Quarter Date Manth Manth Menth "
open depositories
M&T Bank Harrisburg, Pennsylvania 31065682| 97,940,143| 46257159 X XX
BNY Mellon Pittsburgh, Pennsylvania 601,150 4124476 4381995| XXX
Membars 15t Federal Credit
Unicn Mechanicsburg, Pennsylvania 4,10 4010 4452| XXX
PNC Bank Pittsburgh, Penngytvania 014,613 1.134.238 851,126 | X X X
0193998 Deposits in .0 depositories thal do not exceed the
allowable mil in any ane depository {see Instruglions) - open depositories [XAX]| XXX 1384
0199939 Tolals - Open Depositories XXX| XXX 32,385464 | 103.202,667| 51.494732; XXX
0299998 Deposits in . 0 deposilories that do not exceed the
allowable limit in any one depasitory (see Instruclions) - suspended
depositonies XXX] XXX XXX
(1299399 Totals - Suspended Depositonies XXX| XXX XXX
9399999 Total Cash On Depasit XXX| XXX 33,385464{ 103.202.867| 51,494732| XXX
0499999 Cash in Company's Office XXX| XXX XXX XXX 800 8OO BOD| XXX
0599958 Total Cash XXX| XXX 33,386,264 | 103,203,667 | 51.405.5325 XXX
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statenent s of March 31, 2016 or tve Capital Blue Cross

LA A LD

Documen! Code 265

MEDICARE PART D COVERAGE SUPPLEMENT

(Net of Reinsurance)

NAIC Group Code: 1230 NAIC Company Coda: 54720

Indvidual Coverage Group Coverage 5

1 2 3 4 Tolal

Insured Uninsured nsured Uninsured Cash
1. Premiums Collected XXX XXX
2. Earmed Premiums XXX XXX XXX
1 Claims Paid XXX XXX
4. Claims Incurred XXX XXX XXX
5. Reinsurance Coverage and Low Income Cost Sharing - Claim
Paid Net of Reimbursements Applied (a} XXX

6. Aggregale Policy Reserves - change XXX XXX
7. Expenses Paid AAX
8. Expenses incurred XAX 1 9.8 4 XXX
9. Underwriting Gain or Loss XXX XXX XXX
$0.  Cash Flow Resulls XXX XXX XXX XXX
{a) Uninsured Receivable/Payable with CMS at End of Quarter § .Ddue iom CMS or S ) due 1o CMS

QSuppi



statement as of March 31, 2016 or e Capital Blue Cross

INDEX TO HEALTH
QUARTERLY STATEMENT

Accounting Changes and Corrections of Emars; Q10, Note 2, Q11
Accounting Practices and Policies: Q5; Q10, Note 1
Admitied Assets, 02
Bonds, Q2; O6; Q11.1; Q11.2, GE04; QEDS
Bonuses; Q3; 04; Q8; Q9
Borrowed Funds; QJ;, Q6
Business Combinations and Goodwil; G10, Note 3
Capital Gains (Losses)

Realized; Q4

Unrealized: Q4; Q5
Capital Stock. Q3; 10, Note 13
Capilal Notes; Qf; Q10, Note 11
Caps; QEO6; QSI04
Cash; 02; Q5; QE12
Cash Equivalents; 02; G8; QE13
Craims; Q3; 4, 08; 09
Coltars, QE0B; QSI104
Commissions. 06
Common Stock; Q2; Q3; 06; G11.1, Q11.2
Cost Containment Expenses; Q4
Contingencies; Q10, Note 14
Counterparty Exposure; Q10, Note & QEQ6; QEN8
Debt; 010, Note 11
Deferred Compensation; Q10, Note 12
Derivative Instruments; (10, Note B, Q5104; QS105; QS106; QS07: QENE: QEOT, GE0D
Discontinued Operations; 10, Note 4
Electranic Data Processing Equipment; Q2
Encumbrances: Q2; QS101; QEO1
Emergency Room; 04
Expenses, 03, O4; Q6
Extinguishment of Liabilities; Q10, Note 17
Extraordinary Item; Q10, Nole 21
Fair Value; Q7. Note 20
Fea for Service: O4
Foreign Exchange; G2, Q3; Q5: QS104; QSI03; QE01;, QE02: QED3; QEQS
Forwards; QEDS, QSID4
Fumiture, Equipmenl and Supplies, 02
Guaranty Fund: Q2
Health Care Receivables; G2; 09, Q10, Note 28
Holding Company, Q16
Haspital/Medical Benefits; Q4
Incentive Pools: 3, Q4; 08, Q9
Income; Q4, Q5 06
Income Taxes, Q2; Q3; 04; 05; Q10, Note 9
Incurred Claims and Claim Adjustment Expenses; 010, Nole 25
Intercompany Paoling; G10, Note 26
Investment Income; Q10, Note 7

Accrued; G2

Eamed; Q2, QSI03

Received. 6
Investments; Q10, Note 5, Q11.1, 11 2. QEO8
Joint Venture; Q10, Note 6
Leases; Q10, Note 15
Limited Ltability Company {LLC), Q0. Note 6
Limited Partnership; QM0, Note 6
Long-Term Invested Assels; 02, QEO3
Managing General Agents; 10, Note 19
Medgicare Pan D Coverage; QSupp1
Member Months; O4; Q7
Martgage Loans; Q2, 06; Q11.1, QSI0N; QE02
Nenadmitted Assets; Q2; Q5; QSI01, QSID3
Off-Balance Sheet Risk; 10, Note 16
Options; QEQG: QSI04
Qrpanizational Chart, Q11; (14
Qui-of-Area; Q4
Quiside Referrals; 04
Parent, Subisidaries and Affiiates; 02, Q3; Q10, Note 10; Q11.1
Participaling Policies; Q10, Nete 29
Pharmaceutical Rebates; Q10, Note 28
Palicyholder Dwvidends; Q5; Q6
Postemploymeni Benefits; Q10, Note 12
Pastretirement Benefits; Q10, Note 12
Preferred Stock; Q2, 03; 06, Q11.1, Q1.2
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statement a5 of March 31, 2016 o= e Capital Blue Cross

INDEX TO HEALTH
QUARTERLY STATEMENT

Premium Deficiency Reserves, (10, Note 30
Premiums and Conziderations

Advance; Q3

Coilecled; Q6

Deferred; Q2

Direct; Q7. 13

Eamed; Q7

Retrospective; 02

Uncoliected, Q2

Uneamed; Q4

Written; Q4, Q7
Prescription Drugs; Q4
Quas| Reorganizations. Q10, Note 13
Real Estate; Q2; Q6. QEO1, QS
Redatermination, Contracts Subject o, Q10, Note 24
Reinsurance; (9 Q10, Note 23

Ceded 03, Q12

Funds Held, G2

Payable, Q3

Premiums, O3

Receivable; Q2. 4

Unauthorized; Q3; G5
Raservas

Accident and Health; Q3; 04

Claim; Q3, 05; Q8

Life: Q3
Retirement Plans, Q10. Note 12
Retmspectively Rated Policies, Q10, Note 24
Risk Revenue: 04
Salvage and Subrogation; Q10, Note 31
Secunities Lending; G2, 43 GEO09; QEN1
Servicing of Financial Assets. Q10, Note 17
Short-Term nvestments, Q2; O6; Q11.1, QS103
Stockhotder Dividends, Q5; G6
Subsequent Events; Q10. Note 22
Surplus: O3; 5, 06
Surplus Notes: Q3; @5, 06
Swaps. QE07, QSI04
Synthetic Assels; QS14; Q5105
Third Party Administrator; ©10, Note 19
Treasury Slock; Q3; Q5
Uninsured Accident and Health; Q2; Q3; Q10, Note 18
Valuation Allowance; QSI01
Wash Sales, Q10, Note 17
Withholds, Q4; C8
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Pennsylvania
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QUARTERLY STATEMENT R
AS OF JUNE 30, 2016
OF THE CONDITION AND AFFAIRS OF THE
Capital Blue Cross
NAIC Group Code 1230 . 1230 NAIC Company Code 54720 Emgployer's (D Number 220455154
{Curmend Period) \Price Pefid)
Crganized undef the Laws of Penngyivanla Stals of Domicie or Port of Entry Pennsyivania
Country of Qomicila Untted States of America
Licensed as business typa:  Lite, Accident & Haath| | Propeny/Casuaty] | Hosgpilal, Madicat & Dental Servica or IndemnityD()
Dental Sesvice Comoration] | Vision Senvice Corporation] | Health Malntenance Organization] )
Other] | s HMO Federally Cualiied? Yos{ | Nol INIAK]
Incomoraled/Organized 021501938 Commenced Business 03011938
Statutory Homa Offics 2500 Elmerton Avenus . Harrisburg, PA. 171779799
|Streed and humber) |City or Town, State, Couniry and Zip Cade}
Main Administrativa Cffice 2500 Elmerton Avenue
|Eireet and Mucribe)
Hantsburg, PA, 171774759 {717)541.7000
(City & Town, Stats, Country end Zip Code) TAraa Cada) [Telephone Number)
Mal Addresa 2500 Elmerton Avenug ; Hamisburg, PA, 17177-9798
(Street pnd Musmber or P.0. Bea) [City & Town, Stats, Country and Zip Code)
Primary Location of Books snd Records 2500 Eimefton Avenue
{Sreet and Number)
Harrishurg, PA. 171779789 {747)541-7000
|City o Town, Stake, Country and Zip Cade) {Asoa Code} [Tolephor Humbe)
Inlemet Web Sha Address ww.CApbIUBCIOSs com
Statulory Statement Contact Darkens Lynn Lipperl (T17)541-7249
(Hame) {Area Code){ Talephont Humib) (Extension)
Darlens. bluecross com {717)6514718
(E-Mal Address) (Fam Number}
OFFICERS
Tile
Gary Dean 5L Hiale President and Chief Exacutive Officar
|Richard Cleary  Senlor VP, Transurer and Chief Financial Officer
Shemy Etlen Bagkin corﬁam Secretary
Rebecca Anna Smith Assistanl Comporale Sacretary
OTHERS
DIRECTORS OR TRUSTEES
Marcela Kats Artina Elzabeth Fosea Canon
Robert James Dolan Ronald James Dmevich
Goorulgman Glen Robert Lsandes Gronkund
Temy Lee Hanis Mary Dlang Koken
James Matthaw Moad Staphen Aloysius Moora
Stuart Suttphin Paxton Jr. Velma Arlene Redmond
David Neft Shatfer Gagdl:un 5L Hilairs
Kathryn Paeg'ri!t Taﬂw Paircia Ann Warehima
Joyea Shechols Whitelay
State of Pannsylvania
County of Dauphin L1}

Tha olficers of this reporting entity, being duly sworn, each depose and say thal they i the describad officers of sakd reposting entiy, and that on the reporting period stated above, all of the
hereln described assals wers the absakute property of the sakd reporting ently, ree and cleat from any Eens or tlaims thereon, excepl as heren staled, and that this statament, together with
relatod exhibts, schedules and explanations therein containad. annexed of telerred fo, is 8 full and trus statement of oll tha assats and Tabéttes and of the condition and afteirs of the said
mpamenmuulm:apomg period statad above, and of Its ncoma and deductions therefrom fof the mmdmw.ummmnmmmammwlmmeMICAmw
Stalsment [nstructions and Accounting Praclices and Procedures manual excapl to the axtent that: (1) state law may differ; o, (2} that state nules of fegulations require diffarences in
reporting nol relatad 1 sccounling practices and procedures, ‘sccording 1o the bast of theit information, knowledge and bakel, taspectively, Furtharmore, the scope of this aftestation by the
gescribed officers alsa inchudes the retalad comesponding electronic filing with the: NAIC, when required, that s an exact copy (excapl for lomatting diflerencas due o electronk: fng) of the

enclosed statement. The alectronic king may ba requested by various regita

Beu of o« In additon & the enclosed statement.

S A Ao

vy (Sigrsture}
Gal 5L Hilsire Michasl Richard Cleal
Name) {Printed Name}
3 2
Prasident and Chiel Exscutive Officer Senior VP, Traasurer & Chie! Financlal Officer Corporats Sacretary
(e} [Tite} (Time}
Subscribed and swom to before me this a. Iy this an original filing? YesfXNoj)

_lf“!dﬂmg_.

{Notary Pubhic Sigratura) 3

(WEALTH OF PENNSYLVANIA
NOTARIAL SEAL
pamaia L. Duy, Notary Pul&"=

Susquehanna Twp..
My G

) aunty
ommission Explres Hov. 3, 20

Ol ALGOCULION OF MO

1, Stata the amendment number
2. Dase fied
3. Number of pages aflachad

L 2016 b Hno.

i

19




sTATEMENT s of June 30, 2016 or e Capital Blue Cross

ASSETS
Curent Staternent Date 4
1 ] k)
Nel Admitted December 31
Nonadmitied Assels Prior Year Nel
Assels Assels {Cols. 1-2) Admitted Assets |
1. Bonds 302,734,388 302,794,388 287972968
2 Stocks:
21 Preferred stocks
22 Common stocks 332 490,885 100.000 332390885 368,382,032
1 Mortgage loans on real estale
3.1 Firstliens
3.2 Other than firsl bens
4, Real estale:
41 Properties occupied by the company {less $ .0
encumbrances) 30,873,530 2143187 28,730.403 29692141
42  Properties held for the production of incame (less § k]
encumbrances}
43  Properties held for sale (less § 0 encumbrances}
5. Cash($.... 26,983,342} cash equivalents {$ .0y and short-tem
Investments {$ ....5,821,866) 32,805,208 32,805,208 51.752.723
[ Contract loans {including §. 0 premiym noles)
7 Derivatives
8 Ofherinvested assels 186,358,337 7,340,637 179,017,700 178,262.737
] Receivables for securities
10.  Securities lending reinvested cofateral assets
11.  Aggregate write-ins for invested assels
12, Sublotals, cash and invested assets (Lines 110 11) 885,322,408 9.583.824 875.738.584 916.063.601
13, Title plantsdess § 0 charged off {for Title insurers only)
14 Investment income due and accrued 3,337,243 337,243 3387353
15, Premiums and consigerations
151 Uncollected premiums and agents’ balances i the course of
collection 906,996 9,000 897.9% 833889
15.2 Defemed premiums, agents’ balances and instaliments booked
but deferred and not yet due frciuding 8. ... .0 eamed but
unbilled premiums)
153 Accrued retrospective premiums ($.. ... ..0) and contracts
subject lo redetermination (... .....0) 724741 724141 1.521078
16.  Reinsurance:
16.1  Amounts recoverable from reinsurers
16.2  Funds hekl by or deposited with reinsured companies
16.3  Other amounts receivable under reinsurance coniracts
17. Amaunts receivable relating 1o uninsured plans 250,966 250,966 23498
18.1  Cument federal and foreign income tax recoverable and inleres! thereon 8,434 650 8,434,850 2478644
18.2  Netdefermed lax assel 32,338,040 17.726 851 14,611,189 15,466,781
18.  Guaranty funds receivable or on deposit
20.  Electronic data processing equipment and softwars 15,086,756 11,665,014 3421742 281,230
21 Fumiture and equipment, including heatth care delivery assets
S ...0 779,151 779,151
22. Nel adjustments in assets and liabikties due 1o foreign exchange rates
23 Regeivables from parent, subsidiaries and affiiales 153,397,695 153,397,695 94,154 162
24 Health care (S..... 4,592,927 and other amounts receivable 35785414 B38,194 34,947,220 3726349
25 Aggregate wrile-ins for other-than-invested assets 16,473,226 15.892,581 5B0.645 7.604,861
26, TOTAL assets excluding Separate Accounts, Segregated Accounts and
Prolected Ced Accounts {Lines 12 10 25) 1,152,837 486 56,494,615 1,096,342.8M1 1,081,618,396
27 From Separate Accounts, Segregated Accounts and Protecied Cell
Accounts
28 TOTAL {Lines 26 and 27) 1,152,837 486 56,494,615 1.096.342.81 1,081,618,396
DETAILS OF WRITE-INS
1M
102,
1103,
1458 Summary of remaining write-ins for Line 1% rom overflow page
1199. TOTALS {Lines 1101 through 1103 plus 1198) {Line 11 abave)
2501. Prepad Expenses 15,871,726 15871726
2502. Miscelfaneous Accounts Receivable 76,490 1,395 75,085 7119435
2503, Vehicles 19,460 19,460
2598. Summary of rematrung write-ins lor Line 25 from overflow page 505,550 505,550 485.426
2539 TOTALS (Lines 2501 through 2503 plus 2598) {Line 25 above) 16,473,226 15,892,581 580,645 7,604,861

Q2



STATEMENT AS of June 30, 2016 or we Capital Blue Cross

LIABILITIES, CAPITAL AND SURPLUS

Cuiment Period Priar Year
1 2 3 4
Covered Uncovered Total Total

1. Claims unpaid (tess S, { reinsurance ceded) 24,076,297 24076257 26003646
2. Accrued medical incentive pool and bonus amounts
3. Unpaid claims adjusiment expenses . 988,924 989,924 1,030,519
4, Aggregate heatth policy reserves, including the Hability of §... 0 for medical loss ratio

rebate per the Public Health Service Act 19,482 19,482 2,233
5 Aggregala life policy reserves
6. Properylcasualty uneamed premium reserve
7. Aggregate health claim reserves
8 Premiums received in advance 5,402,095 5,482,095 5,148,573
9. General expenses due or accrued 64,459,383 64,455,383 63,972,768
10.1  Current federal and foreign income tax payable and interest thereon (inchuding § 0

on realized gains (losses})
10.2  Netdeferred tax abiity
11, Ceded reinsurance premiums payable
12, Amounts withheld or retained for the account of athers 175,020 175020 2029828
13.  Remittances and items nol atiocated
14, Borrowed money (including §............... 0 curren) and Interest thereon $_... ... 0

(including §............... 0 current)
15.  Amounts due lo parenl, subsidiaries and affiliales 134,141,523 134,141,523 73,676,326
16,  Derivatives
17.  Payable for securities
18.  Payable for securilies lending
18, Furds held under reinsurance treaties with ($ 0 authorized reinsurers, $ .0

vnautharized renstrers 300 S.........d 0 certified reinsurers)
20.  Reinsurance in unauthorized and certified ($. 0) companies
21, Net adjustments in assets and fiabilities due to foreign exchange rales
22 Liabitity for amounts held under uninsured plans 29,176
23, Aggregate wrile-ins for other lizbilites (including §..... ... O cument) 143,794,650 143,794,650 145,018.418
24, Totaliabilities (Lines 110 23) 373,737 374 AT N6 9LTET
25.  Aggregate wiile-ins for special surplus funds XXX XXX 2,556,930 5,113,979
26.  Common capital stock XXX XXX
27.  Preferred capital stock XAX XXX
28.  Gross paid in and contributed surphus XXX XXX
23, Surplus notes XXX XXX
30, Aggregale writedns for other-than-special surplus funds XXX XXX
31, Unassigned funds {surplus) XXX XXX 720048507 759592630
32, Less treasury stock, at cost:

k.3 [pe— 0 shares common {value included in Line 26S.... ... 0) XXX XXX

22 . QO shares prefemed {value included in Line 275 ... ...0) XXX XXX
33 Totalcapital and surplus (Lines 25 1o 31 minus Line 32) XXX XXX 722605457 764,706,609
34 Total Liabilities, capital and surplus {Lines 24 and 33) XXX XXX 1,006.342.871] 1.081,618,396
DETAILS OF WRI‘I’E-IH_§
2301, Liability for Pension and Postretirement Benefils 139,096,656 1390966561 140,547 476
2302. Payments Due Others 4,479,998 4479998 4,244913
2303, Osher Labilities 189,725 189,725 190,067
2398, Summary of remaining write-ins kor Line 23 from overflow page 28211 28,271 35.962
2339 TOTALS [Lines 2301 through 2303 plus 2398} {Line 23 above) 143,794,650 143,794,650 145018418
2501. ACA Health Insurer Fee XXX XXX 2,556,990 5113979
2502 XXX XXX
2503. XXX XXX
2598. Summary of remaining write-ns for Line 25 from overflow page XX XXX
12539, TOTALS (iines 2501 through 2503 plus 2598) (Line 25 abova} XXX XuX 2,556.930 5113979
3001, XXX XXX
3002 XXX XXX
003 XXX XXX
3098. Summary of remaining write-ins for Line 30 lrom overflow page XXX XXX
3093, TOTALS {Lines 3001 through 3003 pius 3098) {Line 30 abve} XXX XXX




statement as oF June 30, 2016 or tuz Gapital Blue Cross

STATEMENT OF REVENUE AND EXPENSES

Prior Year
Prior Year Ended
Current Year To Date To Date December 31
1 F] 3 [}
Uncovered Total Total Total
1. Member Manths 1494 570,064 583,244 1,160,944
2 Net premium income {including §. .. 0 man-heatth presim ingome) XXX 145,091,981 133,861,402 27972949
1 Change in uneamed premium reserves and reserves kir rate credits XXX (17,249} {20,058} 360
4, Fee-for-service (net of §. Omedical expenses) XXX
5 Risk revenue XXX
6 Aggregale wite-ins for other health care related revenues XXX
1 Aggregate wate-ins lor other non-health revenves XXX
8 Tolal revenues {Lines 2o 7) XXX 145,074,732 133.847, 344 219.729.429
Hogpital and Medical:
9 Hospita/medical benefits 115,876,919 108,106,955 225,974.0714
10 Cther professional services §78.923 507,979
1. Duiside referrals
12 Emergency room and out-of-area 12,724,718 11,634,092 23,466,470
12 Prescription deugs 1,751,603 1,858,178 321,235
14, Aggregate write-ins for other hospital and medical
15, Incentive pool, withhold adjustments and bonus amounts
18 Subtotal {Lines 9 to 15) 130,932,163 122,107,205 252,711,719
Less:
17 Net reinsurance recoveries
18 Total hospital and medical {Lines 16 minus 17} 130.932,163 122,107,205 FLYRARN L]
19, Nor-healih claims (net)
20. Claims adjustment expenses. including $... . 2,176,214 cost containment expenses 2,751,305 3,285,715 7,388,865
2t General administrative expenses 11,024,821 14573611 24,630,855
22. Increase in reserves for life and accident and heatth (including $. O
i reserves for ke anly) . X
23 Total underwriting deductions (Lines 16 through 22) 144,708,209 139,976,531 284,731,499
2 Nel underwriting gam or (loss} (Lines § minus 23) XXX 166,443 [6.129,187) [5.002.070)
3 Net investment income eamed B.617.37% 8342476 20,111,439
26. Net realized capital gains (losses) less capital gains tax of §. v} 1.92).440 4,920,182 7.273.658
Fid Net investment gains or (losses) [Lines 25 plus 25) 8,540,019 13,262,658 27.385,128
. Net gain or {loss) from agents’ or premium balances charged off [{amount recovered
L3 ) {ameint chamed off S.. )}
29, Aggregale wrie-ing for others income or expenses (380.769) 1220.993) {340.241)
0. Net income or {loss) after capital gains tax and before all other fedaral income laxes {Lines 24
plus 27 plus 28 phus 29) XXX 8,516,493 6.912478 nozen
n Fedarat and fosmign income Laxes incumed X%X 4,659,045 6,609,897 10,701.656
32, Nel income {loss) {Lines 30 minas 31} XXX 3.857.448 302,581 1,341,161
DETAILS OF WRITE-INS
0601 XXX
0602. XXX
0603. XXX
0698, Summary of remaining write-ins for Line & fiom overfiow page XXX
0699, TOTALS (Lines 0601 through 0603 plus 0698} (Line § above) X XX
o XXX
o702 XXX
a3, XXX
0798 Summary of remainiog wte-ins lor Line 7 from overfiow page XXX
0799, TOTALS {Lines 0701 through 0703 plus 0798) {Line 7 above} X XX
1461
1402.
1403,
1498.  Summary of remaining write-ins for Line 14 from overflow page
11499, TOTALS (Lines 1401 through 1403 plus 1498} {Line 14 above)
2901 Other Expense {390,769) {220,993) {340.241)
2902,
2403,
2998,  Sumimary of remaining wrte-ins for Line 29 from overfiow page
2999, TOTALS {Lines 2901 through 2903 plus 2998} {Line 29 above) {390.769) 1220.993} {340,241}




statement as of June 30, 2016 or 1ue Capital Blue Cross

STATEMENT OF REVENUE AND EXPENSES (Continued)

1 H 3
Prior Year
Cumenl Year Prior Year Ended
To Date To Date December 31
CAPITAL & SURPLUS ACCOUNT

33, Capital and surplus prior reporting year 764,706,609 824,749,733 824,749,733
kb Net income o {loss) from Line 32 3,857,448 302,581 14,341,151
35 Change in valuation basis of aggregate policy and claim reserves
36.  Changa in nel unrealized capital gains (losses) less capital gains lax of §.. . 1,260,657 {43,901,190) (22,172.340) {106.441,722)
kN Change in nel unnealized loreign exchange capital gain or {lass)
38.  Change in nel deferred income (ax (473,383) 3,938,230 {9.258672)
33, Change in nonadmitted assets (1,973.016) (20,584,240} 21,274,100
40,  Changein unauthorized and cenified neinsurance
41, Change in treasury stack
42.  Change in surplus notes
43 Cumulative eflect of changes in accounting principles
44 Capital Changes:

441 Padin

442  Translerred from surplus {Stock Dividend)

443  Transfered Lo surplus
45 Surplus adjustments:

451  Paidin

452  Transfemed lo capitai {Stock Dividend)

453  Transfered from capital
46 Dividends lo stockhoklers
47 Aggregate write-ns for gains or (losses) in surplus 389,029 3,755079 23.041.409
48 Net change in capital and surplus {Lines 34 to 47) [42,101,112) (:34.760.650) (60,043,124
49, Capital and surplys end of reporting period (Line 33 plus 48) 722,605,497 789,989,043 764,706,609
DETAILS OF WRITE-INS .
4701, Change in unrecognized pricr service costs and net gains / losses 389,029 3,755,079 23041409
4702,
4703,
4798.  Summary of remaining write-ins for Line 47 from overflow page
4789 TOTALS (Lines 4701 through 4703 plus 4798) (Line 47 above} 389.029 3,765,079 23,041,409

Qs




sTaTEMENT As oF June 30, 2016 or tue Capital Blue Cross

CASH FLOW 1 : :
Current Prior Prigt
Year Year Year Ended
To Date To Date Degember 31
Cash from Operatlons

1 Premiums callected net of reinsurance 146,156,983 135.419,941 286,406,188
2 Net invesiment income 7.481,059 08,939,528 21.516.423
3 Miscetlaneous income
4, TOTAL {Lires $ 10 3) 153,638,042 144,359,469 307.922611
5. Benefit and loss related payments 130581833 122,113,785 257,150.969
6. Nel transfers to Separate Accounts, Segregated Accounts and Profected Cell Accounts
7. Commissions, expenses paid and aggregate wrile-ins for deductions 8,701,216 16,366,122 27,564,072
B. Dividends paid to policyholders
9. Federal and foreign income taxes paid {recovered) net of §. 0 1ax on capital gains

{losses) 10,615,251 9,254 444 15,762,485
10.  TOTAL (Lines 5 through 9) 149,898,400 147,734,351 300,486,526
", Net cash from operalions {Line 4 rinus Line 10} 3,739,642 (3,374,882) 7.436,085

Cash from Investments

12, Proceeds from investments sold, matured or repaid:

121 Bonds 35,092,221 41,646,133 101,041,895

122 Stocks 4192176 9729410 20,261,869

123 Mortgage Ioans

124  Realestate

125  Other invesled assets 2,483,021 25.000.000

126 Netgains or {losses) on cash, cash equivalents and short-lerm investments

127 Miscellaneous procesds

128  TOTALinvestment proceeds (Lines 12.110 12.7) 41,767418 51,375,543 146,303.764
13. Cost of investments acquired (long-term only):

131 Bonds 50,044,166 50437541 84,907,048

132 Stocks 4,141,625 10,048,754 KIRFIRKY)

133 Morigage loans

134 Realestate 16,087 799.065 2927832

135 Other invested assets 11039919 16,510.510 72,853,128

136 Miscellaneous applications

137 TOTAL investments acquired {Lines 13,1 to 13 6) 65,241,797 77,795.870 191,912,146
14, Nelincrease (or decrease) in conlract loans and premium notes
15. Net cash from invesiments {Line 12.8 minus Ling 13.7 and Ling 14) {23.474,379) (26,420.327) (45,608,382

Cash from Financing and Miscellaneous Sources

16. Cash provided {apptied):

16.1  Surplus notes, capital nates

162 Capital and paid in surplus. less treasury stock

16.3  Bomowed funds

164 Neldeposits on deposil-type contracts and other insurance liabifities

16.5  Dividends to stockholders

166  Other cash provided {applied) 787,222 25,960,461 32,214 874
17 Nel cash Irom finarcing and miscellaneous sources {Line 16.1 through 16.4 misus Lire 165

plus Ling 16.6) 787,222 25,960,461 32214874

RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS

18, Netchange in cash. cash equivalents and short-term investments {Line 11, phiss Lines 15 and

17) {16,947 515) {3,834 748} {5.957.423)
19 Cash, cash equivalents and short-lerm invesiments:

19.1  Beginning of year 51,752,723 57,710,146 57,710,146

192 End of period {Line 18 plus Line 19.1) 32,805,208 53,875,398 51,752,723

Note: Supplemental Disclosures of Cash Flow Information for Non-Cash Transactions:

|20‘0001 |
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stATEmENT A5 0F June 30, 2018 or vz Capital Blue Cross

[N

Notes to Financial Statement

Summary of Significant Accounting Policies and Going Concern
A Accounling Practices

The financial statements ol Capital Blue Cross ("Company'’} are presented on the basis off accounting practices prescribed
or pennitted by the Pennsylvania Insurance Departinent

The Pennsylvania lusurance Departmeni recognizes only siatitory accounting praclices preseribed or pennitied by the Siate
of Pennsylvania for determining and reporting the financial conditon and results of operations of an insurance company,
for determiming its solvency under the Pennsylvania Insurance Law. The Accounting Practices and Procedures Manual
{NAIC SAP) has been adopted as a component of prescnbed of permitied practices by the state of Pennsylvania. The state
has adopted ceniain prescribed accounting practices thar differ from these found in NAIC SAP. Specifically, 1} goodwill
anising from the purchase of o subsidiary. controlled or affiliated entity is written off directly o surplus in the year it
onginales by Pennsylvania domiciled companies In NAIC SAP, poodwill in amounts not 10 exceed 10% of an insurer's
capital and surplus may be capitaltzed and all amounts of goodwill arc amontized to unreatized gnins and losses on
invesiments over periods not 1o exceed 10 years, and. 2) 100% of all fixed assets are admitted by Pennsylvania domicited
companies. In NAIC SAP, fixed assets are not admitted.  The Comunissioner of Insurance has the right to pennit other
specific practices that deviate from preseribed practices. The Company had no such permitied practices as of June 30,
116,

State off
mig! 2016 2018
Deet Income
(1) The Company's state basis (Page 4, Line 32, Column 2 & 3) PA 5 1857448 $ 3410610
(2}  State Prescribed Practices that increasef{decrease) NAIC SAP - -
{3}  Statc Permitied Practices that increase/{decrease) NAIC SAP - -
{4)  NAIC SAP (1-2-3=4) $ 3857448 § 11,341,161
Surplus
(50  The Company's slale basis (Page 3, Line 33, Column 3 & 4) PA $ 722605497 § 764,706,609
(6} State Prescribed Pracuces that increasedecrease} NAIC SAP - -
{7y State Penmined Practices that increase’{decrease) NAIC SAP - -
18} NAIC SAP (5-6-7-8) § 722605497 5 764,706,609
B Uscof Estunates in the Preparation of the Financial Statements
No matenal changes.

C. Accounting Policies

1.~ 5 « No material changes.

6. Loan-backed bonds are stmed at amortized cost using the interest method including anticipated

prepayments.  Prepayment assumptions are oblained from external sources and arc bascd on the current
interest rate ond economic environment.  The prospective adjustment method is used 1o value all such
securilies.

T =13, - No maienal changes

D. Going Concem

Not apphicable.

Accounting Changes and Cortections of Erors

Not applicable.

Business Combinations and Goodwill

Not applicable

Discontinued Operations

Noi applicable.

Investiments
A Morpape Loans

Not applicable
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sTATEMENT a3 0F June 30, 2016 o+ 1z Capital Blue Cross

H

Notes to Financial Statement

Debt Resimicturing

Nol applicable

Reverse Morgages
Not applicable.
Loan-Backed Sceuritics

The fair value of investments that are considered loan-backed and structured secunbies is $45,740 as of June 30, 2016
The Contpany has nol taken an otlier than temporary impainnent as ol June 30, 2016

The gross unrealized Josses and fair value of the Company s investinents in Joan-backed and structured securities with
unrcalized losses that are not decined (0 be other-than-iemporanly impaired. aggregated by length of time tha
individual sccuritics have been in a continuous unrealized Joss position at June 30, 2016 are as lollows

Descnption Amount
a, The aggregate amount of unrealized losses
|. Less than 12 Months -
2. 12 Months or Longer __ 0

b. The agpregate related fair value of securitics with unrealized losses

1. Less than 12 Months 5
2. 12 Months or Longer 45,74

Al impaired secunities (fair value 1s less than cost or amortized cost) for winch an other-than-temporary knpainnent
lias not been recognized n carmings as o realized loss (including securities with a recopgnized other-than-lemporary
impairment for non-inlerest related declines wlhen a non-recopnized interest related impaimment remains)

In consideration of the specific securities and general economic conditions, the Company does not consider these
mvestinents o be other-than-temporanly unpaired at June 30, 2016

The Company does nol have any Repurchase Apreernents and/or Secunties Lending Transactions.

Real Estate

Not Applicable.

Low-Income Housing Credits

Not Applicable.

Restricted assets.

Not Applicable.

The Company does not have Working Capital Finance Investments.

The Company does not have Offsciting and Netting of Assets and Liabilities

Structured Noles

Not Applicable.

6. Joinl Ventures, Partnerships and Lumited Liability Companics

Not Applicable.

T Invesument Income

A

Basis for Excluding Due and Accrued Investment Income from Statutory Surplus
No material chanpes.
Amounts Excluded from Staetory Surplus

Mot Applicable.

8. Denvative Inveshments

Nol Applicable.
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statenent as oF June 30, 2016 or 1wz Capital Blue Cross

Notes to Financial Statement

Income Taxes

Nomalenial changes

Information Conceming Parent, Subsicharics. Affiliates and Other Related Practices

A

Information Cancerming Parent Company

No matenal changes

Description of Ttansaclions

Mo matenal changes.

Amounts of Transacnons

No material changes.

Due to and from Parent, Subsidiancs and AfTiliates

No matenal changes.

Commitments and Contingencies

No matcrial changes.

Afanagement Scrvice Contracts and Cost Shanng Amangements
No matenal changes

Relationships with Enterprises under Common Ownership

Net Apphicable

Amounts Deducted from Value of an Upsiream Intermediate Entiry
Not Applicable.

Investinents in SCA Entities that exceed 10% of Admitted Assets
Not Applicable

Impamnent in SCAs

No matenal changes

Investments in Foreign Inserance Subsidiaries

Not Applicable.

Downstream Noninsurance Holding Company

Not Applicable.

M- N. SCA Investiments

Debt

A

Naol Applicable.

Capital Note obligalions

Noi Applicable.

B.  The Company has no Federal Home Loan Bank agreeinents
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sIATEMENT s oF June 30, 2016 c# we Capital Blue Cross

Notes to Financial Statement

12 Rctirement Plans, Deferred Compensaion, Post-cimployment  Benefits and  Compensated

Postretirenient Benefit Plans

A Defined Benefit Plan

c o[ Net Periodic Benefit C

Service Cost H
Interest Cost

Expected Retum on Plan Assets

Transition Asset or Oblipation

Gains and Losses

Prior Scrvice Cost or Credit

Pension Benefits

2006 2018

1409,739 & 2,753,626
4,654,818 8973452
{6,922,500) (14,501,380}
708,950 1,253,639
73.586 146,953

Absences and  Onler

Oiher Benelits

2016 2015

§ 2110000 S 4,047,698
2,587,500 4,800,354
- 7,510,158

(537.000} (263,347}

Total Net Periodlic Benelit Cost g

{75407} § (1,373,710

S 4160500 $ 16,094.863

Investment Policies and Strategics

No maierial changes.

Fair Value of Plan Asscis

Not Applicable.

Expected Long Term Rate of Retum on Assets
Not Applicable.

Defined Contribution Plans

Not Applicalile.

Mutliemployer Man

No materinl changes.

Consoltdated / Holling Company Plans

No material changes.

Postemployment benefits and compensated absences are acerued in accordance wilh SSAP No., 11

No matenal chanpes.

Medicare Prescription Drug tnprovement and Molermization Act of 2003

No matenal changes.

13, Capstal and Surplus, Sharcholders’ Dividend Restrictions amd Quasi-Reorganizations

A, Capital Stock

No material changes.

B, Prefemed Stock

Not Applicable.

C.D.E. Dividends

F

Not Applicable.
Surplus Restrictions

No matenial chanpes.

G Mutual Suplus Advances

No matenal changes.

H. Company Stock Held for Special Purposes

Not Applicable.
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STATEMENT A5 OF June 30, 2016 or e Capital Blue Cross

Notes to Financial Statement

I Special Surplus Funds
The Company is subject 1o an annual Health Inswrance Providers Fee under section 9010 of the Federal
Accordable Care Act ("ACA™). The year-to-date estimated fee was reclassified Fom unassigned funds to special
surplus in accordance with the applicable statutory gwidance.
J Changes in Surplus
No material changes.
K. Surplus Notes
No maicnal changes.
L., M. Quasi-Reorganizations

Not Applicable

14 Conlingencies
A Contingenl Commitments
No matenal changes.
B, Assessimenis
Noi Applicable
C  Gan Contingencics
Not Applicable
. Claims Related Extra Comractual Obligation and Bad Faith Losses Stemming from Lawsuits
Not Applicable.
E. Al Other Continpenicies

No matenal changes,

15, Leases
A Lessee Operating Lease
No material changes
B Lessor Leases
Not Applicable
16 lcr":(:?n;l'i:!:‘ about Financial [nstruments with OfT-Balance Sheet Risk and Financinl Instruments with Concentrations of
redit Risk

Not Applicable

17, Sale, Trans(er and Servicing of Financial Asscts and Extinguishments of Lisbilitics
A_ Transfers of Receivable Reported as Sales
Not Applicable.
B The Company does not have Transfer and Scrvicing of Financial Assets.

C The Company does not have wash sales as defined in paragraph 9 of SSAP No. 91R

18 Gains or Loss to the Reporting Entity from Uninsured Plans and the Uninsured Portion of Pastially Insurcd Plans
A ASO Plans
Not Applicable.
B.  ASC Plans

No material changes.
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statement as of June 30, 2016 ¢+ 1ue Capital Blue Cross

Notes to Financial Statement

C. Medicare or Similarly Ssruciured Cost Based Reimbarsement Contract

Nol Applicable

19, Direct Premium WritteryProduced by Managing General Apents/Tiurd Party Adiministralors

Not Applicable.

20 Fair Value Measurement

A. Fair Value Measurements at June 30, 2016

Assets at Fair Value Level | Level 2 Level 3 Tota)
Shon Term Investments.

Exempt moncy market Fund ] . M .

Class one noncy markel Fund 5,821,866 - 5,821,860
Tolal Short Tenm Invesiments 5,821,866 5,821,866
Bonds . - .
Common stocks 203,761,301 . - 203,761,301
Total Asscts at Fair Value $ 209.583.167 % - H - % 209,581,167

Thete were no malcrial iransfers between Levels 1 and 2 during the period. There were no material transfers into or out

of Level 3

Fair Value and Admined Value of All Financial Assets

Apgregate Admitled

Type of Financial Insipyment Eair Value Assels Level | Level 2 Level 3
Bonds $ 320114173 § 302794388 § . S 320114073 $ B
Common Stocks 203,761,301 203,761,301 203,761,301 - -
Real Estate 62 806,335 26,730,402 62 806,335
Cash and Sliort-Term Investments 32.805.208 32,805,208 32,805,208 -
Other Invested Assets 20.950,821 29.950.821 29950821 -
Total asscis of fair value $ 649437838 S 598042120 § 236,566,509 § 412871319 % -

The Company's Levet | securities primanly consist of equities and moncy market funds. The Company determines the
estimated lair value for its Level | seourities using quoted (unadjusted) prices for identical assets or liabilities in active
markets.

The Company's Level 2 securities primarily consist of government-sponsored cnterprise securities, state and municipal
bonds, cerain mongage-backed sccuritics and corporate debt. The Company determines the estimated fair value for its
Level 2 securities using the following methods: quoted prices for similar assets/Mabilines in active markels, quoted
prices for identical or similar assets i hon-nctive markets (few transactions, limited information, noncurrent prices, high
variability over lime); inputs other than quoted prices at are observable for the asselliability (e.g., interest rates, yield
curves volatilitics, default ratesh; and inputs that are derived principally from or cerroborated by other observable market
data.

There were no material transfers between Levels | and 2 during the period. There were no naterial transfers into o7 mu
of Level 3

D The Company does nol estimate the fasr values of financial instruments

21, Other ltems

A—G No matenal changes.

23, Evenls Subsequent

Not Applicable
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stanement asof June 30, 2016 o# 7wz Capital Blue Cross
Notes to Financial Statement

23 Remsurance
Not Applicable.
2. Retrospectively Rated Contracts & Contracts Subject to Redelermunation
A+l Nomaienal changes
E  Medical Loss Ratio Rebates required pursuant to the Public Health Service Act

(1} Did the reponting entity wrile accident and health insurance premium which is swbject to
the Affordable Care Act risk sharing provisions { YES/NO)? Yes

t2) Impact of Risk Sharing Provisions of the AfTordable Care Act on Admitied Assets, Linbilitics and Revenue for the
Current Year
. Penmanent ACA Risk Adjustment Program
Asscts
| Premium adjusimenis receivable due to ACA Risk Adjustment
Liabilities
2 Risk ndjustment user fees payable for ACA Risk Adjushnent
3 Prenium adjustmients payable due lo ACA Risk Adpustment
Operations (Revemue & Expense)
4 Reported as revente in premium for accident and health condracts
(written/collected) due to ACA Risk Adjustment
s Reported in expenses as ACA risk adjustment user fees (incuned/paid)

The Company has nat estintaled any receivables or payables related 1o the ACA Risk Adjustment
Program due to msufficient data to make an estimate.

b. Transitional ACA Reinsurance Program

Asscls
i Amoums recoverable for claims paid due to ACA Reinsurance -
2 Amounts recoverable for claims unpaid due to ACA Remsutance (contra
Kability) ] -
3 Amounts receivable relating 10 unmsured plans for contributions for ACA Remsurance
Liabilives
4 Liabilitics for cantributions payable due to ACA Reinsurance « not
reporied as ceded preniuim 1,367.58]

5 Ceded reinsurance premiums payable due 10 ACA Reinsurance -
[ Linbility for amounts held under uninsured plans contributions for ACA

Reinsurance
Operations (Revente & Expense)

7 Ceded reinsurance prentiums due to ACA Reinsurance .
3 Reinsurance recoverics (income statement) duc to ACA Remsurance
payments or expecled payments

9 ACA Reinsurance Conributions - bt reponed as ceded premium MI614
. Temporary ACA Risk Corridors Program

Assels

1 Accrued retrospective prentium due from ACA Risk Cornidors .

Liabikitics

2 Rescrve for rate credits or policy expenience eating refunds due to ACA

Risk Comidars B
Operations (Revenue & Expense)
3 Effect of ACA Risk Cormridors on et premium mcome (pridireceived)
4 ElTect of ACA Risk Comidors on change in reserves for rate credus

The Conpany has nol estimated any receivables or payables related to the ACA Risk Adjustment
Program due to nsufficient data to make an estimate
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staTement as of June 30, 2016 or e Capital Blue Cross

Notes to Financial Statement

3). Rollforward of prior year ACA k-

dhanag provisiony
Unscitled Halances as of the
Dvl'l'cr\lou Adiustments Reporting Date
Pnor Year | Prior Year Cumulsine | Cumvlatne
Acerued LessfAccrued Les Balance from | Balance from
Punmcnts P ments Prior Years | Prior Yeary
Recen od or Paad 23 of the . b
Acctucd Duting the Prior Year on Eum;u ‘:l'on E:n:nnl (Cort -2 § (Col2-d) (Col ) -3 +7fCol 2-1+8)
Businers Written Before Watten Before December 31 To Pnor Year| To Prior Year
Decomber 31 of the Prot Year of the Prior Year Balanees Balances
] ' 3 4 4 3 7 [ L] !ll
w_ [P“\ Ehls\ Recems ohl Pavabl Recen phl: {Paxahte} Rezeiyabie {Pr nhic) Rsf Recenahlc |'n~ :MED
& Permanent ACA Hish Adjustment . a . . . - - - - B
Program
| Premuam sdgusincnts recei able = = « : 5 . B A . .
3. Premuan adiustnents (pas able) - = . - . - S = . .
3 Subtotal ACA Permanent Rush . s - - - 5 .
Adjustmert Program
b Tranptional ACA Rewnsurance Program - . . = - . - 5 .
1 Amounts toeoversble fof elams pud . . - - 5 5 5 5
. . C
2 Amounts necoscrable For clainny . . . . . G 5 5
nnpmel frraten Tiahites § il - | D |
3 Amcunls reeciy sble relating 10 unissured - . - - - . “ .
plans
L] g E
4 Lwbiliics for contrbulicas po able due . =
10 ACA Reinsurance - not reported s
ceded premium
= {2479, R0 {18392 - 1619967 - | F 1619.967)
3 Coded rewnsursnee presiurn pay able - - ' - - - . .
S 5 G
6 Leahiluy for amounts held under . . . . 5 5 A 5
uninsured plana . H
7 Subtotal ACA Transonal Rewnsumnce . - - - 5
Progrm - (2474369 11,439.902 1619.967) 1619.967)
¢ Temporary ACA Rud Comndors Program| . . . . - - - . . .
1 Accrued retroapective promium - - s = = = . Lt . M
2 Resene lor este eredus o policy - . - . . . s
eypetience raling refunds
o : i
J Subiotal ACA Rish Comdory Program 3 . . - . 3
& Toual for ACA Rish Sharing Pros isions TR TR ¥E
- {2ATHROY) - [{E S ERC g [EIEREY) . . - 1413 967)
BT T T T T T
A
B
C
. —— -
E
F
1
Estimated Amounts wmpaired ar fiat
Receivable/Payable to be accrued (not withatanding Asset Datance - _
Beginning Balance | filed {or final amounts) collectsbility cancernai Amounts Received Ending Balance | Grass of non-admit
Henelit Year AR AP AR AP AR Al AR AP AR AP AR
2014 - - - - - - - - - - .
2015 . . R . . x ; - . . .
2016| - S . . . 1 1 E 5 . 2
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starement as of June 30, 2016 or e Capital Blue Cross
Notes to Financial Statement

15. Chanpe in Incurred Claims and Claim Adjustment Expenses
Reserves as of Decernber 31 of the prior year were $25,439,806. Year-to-date, $29.494,560 has been paid for incurred
claims attributable 1o insured events of prior years. Claims incurred and claim adjustment expenses aftribuied 10
msured evemts of prior years have decreased by $3.220,770 and $96.623, respectively, year-to-date. Reserves
remaining for prior years are $2,.414,394 as a resu!l of re-eslimation of unpaid claims, The re-estimation is generally the
resull of ongoing analysis of recent lass development trends. Original estimates arc increased or decreased, as
additional information becames known regarding the actual claims experience.

26. Intercompany Pooling Amangements

Not Applicable,

27. Stuctured Scrlements

Not Applicable,

28, Health Care Receivables
A.  Pharmaceutical Rebale Receivables

No material changes.

B. Risk Sharing Recceivables

Not Applicable,

29. Panicipating Policies
Mot Applicable.
30. Premiwm Deficiency Reserves
No material changes.
31, Anticipated Salvage and Subrogation

No matenal changes
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sTargMENT as o June 30, 2016 o 1ue Capital Blue Cross

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

GENERAL
1.1 Did the reporting entity experience any matenal ransactions requising the filing of Disclosure of Matenial Transactions with the State of
Domicile, as required by the Model Act? Yes(] NOIXA
1.2 I yes, has Ihe report been filed with the domiciliary stata? Yes| | Nof ] NiA[X]

2.1 Has any change been made during the year of this statementin the charter, by-laws, articles of incorporation, of deed of setlement of the
reporting entity? Yes! | NofX)
2.2 Wyes, date of change:

3.1 Is the reporting entity a member of an Insurance Holding Company System cansisting of two or more affliated persons, one ot more of which is
an insuter? Yes[X] No[ |
If yes, complete Schedule Y, Paris 1 and 1A.
1.2 Have there been any substantial changes in the oreanizational chart since Lhe prior quarter end? Yes| | No[X]
3.3 Ifthe response 10 3.2 is yes, provide a brief description of those changes:
4
4.

1 Has the reporting enlity been a party to a merger ar consolidation during the period covered by this stalement? Yes| ] NofX}
2 If yes, provide the name of entily, NAIC Company Code, and state of domicile {use two lefter state abbreviation} for any enlity thal has ceased
lo exist as a result of the merger or consoligation.

1 2 3
Name of Enlity NAIC Company Code State of Domicile

5. he reporting entty is subject o a management agreement, including third-party administrator(s), managing general agent(s), atiomey-in-lact,
or similar agreement, have thers been any significant changes regarding the terms of the agreement or principals involved? Yes| | No[ | NFARY]
if yes, attach an explanation,

£.1 State as of what date the latest firancial examination of the reporting entily was made or i being made. 1203472011
B.2 Slata Ihe as of dale hat the |atest financial examination report became available from either the state of domicile or the reporting entity. This
date shoukd be the date of the examined balance sheet and nol the date the report was completed of released. 1212

6.3 State as of what date the latest financial examination repor became available to other states of the public from either the state of domicile or
‘lihe r)eponing entity. This Is the release date or completion date of the examination report and not the date of the examination (balance sheet ——
ate). 7
6.4 By what departmenl or depariments?
Pennsylvania Insurance Department
6.5 Have all financial statement adjusiments within the lates! financial examination report been accounted for in a subsequent financial statemenl
filed with Deparimenls? Yes[)(] m’ N/A
66 Have all of the recommendations within the |atest financial examination report been complied with? Yes|X| NIA|

7.1 Has this reporting entity had any Certificales of Authority, licenses or registrafions (including corporate registration, if applicable) suspended or
revoked by any governmental enlity during the reporting period? Yes| ] NofX]
7.2 i yes, give full information

8.1 Is the company a subsidiary of a bank holding company regulated by the Federal Reserve Board? Yes{ | NofX]
8.2 W response 1g 8.1 is yes, please identify the name of the bank holding company

8.3 Is the company affiliated with one or mare banks, Lhrifts or secuilies firms? Yes| | No[X]
8.4 Il response 1o 8.3 Is yes, please provide below the names and location (city and state of the main office) of any affiiates requlated by a federal

regulatory services agency [i.e. the Federal Reserve Board (FRB), the Cffice of ihe Comptrolier of the Currency (GCC), the Federal Deposit
Insurance Gorporation (FDIC) and the Securities Exthange Commission (SEC)] and identify the affiliate’s primary federal regutator|

1 2 3 4 5 ]
Affiliale Name Location {City, $tate) FRB occ FDIC SEC

Yes[]No{X] | Yes{|No[¥] | Yes[]MNo[X] | Yes{]No[X]

9.1 Are the senior officers {principal execitive officer, principal financial officer, principal accounting officer ar controller, or persons performing
similar functions} of the reporling enlity subject ta a code of ethics, which includes the Tollowing standands? Yes[X] No[ }
(a} Honest and ethical conduct, incluging the ethical handting of actual or apparent conflicts of interest between personal and professional
relationships;
b; Ful, fair, accurate, limely and understandable disclasure in the periodic reports required to be filed by the reparting entity;
¢) Compliance with applicable governmental laws, rules and regulations;
d) The prompl intemal reporting of violations fo an appropriate person o persans idenlified in the code; and
e} Accountability for adherenca lo the code,
9.11 Hf the response to 9.1is Np, please explain:

9.2 Has the code of ethics for seniar managers been amended? Yes[ ] No[X]
921 If the response 10 9.2 is Yes, provide information related lo amendment(s).
9.3 Have any provisions of the code of ethics been waived for any of Ihe specified officers? Yes{] No[X]

9.39 Il the response fa 9.3 is Yes, provide the nalure of any waiver(s).

FINANCIAL

10.1 Does Ihe reporting entily report any amounts due from parent, subsidiaries or affiliates on Page 2 of this statement? Yes[X] Nof ]
10.2 If yes, indicale any amounts receivable from parenl included in the Page 2 amount: $

INVESTMENT
11.1 Were any of lhe stocks, bonds, or other assels of the reparting enlity loaned, placed under option agreement, or atherwise made available for
use by another person? {Exclude securities under securities lending agreements.} Yes| | NofX]
11.2 I'yes, give full and complete information relating thereto:
12 Amount of real estate and mortgages held in other invesled assets in Schedule BA. s 1]

13.  Amount of real estate and mortgages held in short-lerm invesiments: $ 0

Qi1



STATEMENT A5 oF June 30, 2016 or 11 Capital Blue Cross

GENERAL INTERROGATORIES (Continued)

INVESTMENT
141 Does the reporting entity have any investments in parent, subsidiaties and affiates? YestX] Nof |
14.2 If yes, please complete the following:
1 2
Prios Year-End Current Quarter
Book/Adjusted BooWAdpusied
Carrying Vake Camying Vake
1421 Bonds
1422 Preferred Stock
1423 Common Stock 168,790,354 125,396,921
1424 Short-Term Investments
14.25  Morigages Loans on Real Estate
14.26 Al Other 125.000.000 125,000,000
14.27  Total Investment in Parent, Subsidiaries and Affliates {Subtotal
Lines 14.21 to 14.26} 293,790,354 250,395,921
14.26  Total lnvestment in Parent included in Lines 14.21 10 14.26
above
15.1 Has the reporting entity entered into any hedging transactions reporied on Schedute DB? Yes[| No[)i
15.2 If yes, has a compiehensive description of the hedging program been made available to the domiciiary state? Yes{ | No | N/A[X)
IFno, attach a descrplion with this statement.
16. For the reporting entity's security lending program, state the amount of the follawing as of lhe current stalement date:
16.1 Total fair value of reinvested collateral assets reporied on Scheduke DL, Parts 1.and 2 $ 0
16.2 Total book adjusledlca:ry:’ngevalue of reinvesied collateral assets reported on Schedule DL, Parts 1 and 2 s 0
16.3 Tolal payable for securities lending reponted on the liability page H 0
17. Excluding items in Schedule E - Part 3 - Special Deposits, real estate, morigage kans and investments held physically in the reporting entity's
offices, vaults or safety deposit boxes, were all slocks, bonds and other securilies, owned throughout the current year hekd pursuant o a
cuslodial agreement with 3 qualified bank or ksl company in accordance with Section 1, Il - General Examination Consideralians, F.
Quisourcing of Critical Functions, Custodiat or Safekeeping Agreements of the NAIC Financial Condition Examiners Handbook? Yes[X] Nof |
17.1 For all agreements thal comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:
1 2
Name of Custodian(s) Custodian Address
BNYMelion One Mellon Clr. 500 Grant St. Pitisburgh, PA 15258
17.2 For all agreements that do nol comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the name,
location and a complete explanation
1 2 2
Name(s) Location(s) Complete Explanation{s)
17.3 Have Ihere been any changes. including name changes, in the custodian(s} identified in 17_1 duting the cumens quarter? Yes| | No[X]
17.4 il yes, give full and complele information retating thereto:
1 2 k] 4
Date
Otd Custodian New Custodian of Change Reason
17.5 ldently allinvestment advisors, brokers/dealers ot individuals acting on behalf of broker/dealers that have access to the investment accounts,
handle securities and have authotity to make investments on behalf of the reporting entity:
1 ] 3
Central Registration
Depository Name(s) Address
71072 Standish Melion One Financial Center Boston, MA 02111
751 Palisade Capitat One Bridge Plaza Fort Lee, NJ 07024
17358 M & T Securities 285 Delaware Ave., Suite 2000, Buffalo, NY 14202
18.1 Have all the filing requirements of the Purpases and Procedures Manuat of the NAIC Invesiment Analysis Office been followed? Yes[X] No[ |

18.2 if no, list exceptions:

Q111



statement as oF June 30, 2016 o we Capital Blue Cross

GENERAL INTERROGATORIES

PART 2 - HEALTH
1. Operating Percentages:
1.1 ABH lass percenl 92 000%
1.2 A&H cost containment percent 2.000%
1.3 A&H expense percen! excluding cost containment expenses 8.000%
2.1 Do you act as a custodian for health savings accounts? Yes[ | No[X]
2.2 If yes, please provide the amount of custodial funds hekd as of the reporting date.
2.3 Do you act as an administrator for health savings accounls? Yes[ ] No[X]
24 Ityes, please provide ihe balance of the funds administered as of the reporting date. )
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starement as oF June 30, 2016 or Tve Gapital Blue Cross

SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Current Year to Date - Allocated by States and Territories

eligibliy or approvid to wriln Sierpliss Lings in the slate: (N} None of the abowe - Not aflowed to wnie business in the state,
{a) Insert the numbat of L responses excepd for Canada and Other Afien,

a4

Direct B Onrr
1 2 3 4 5 7 [ 9
Federal Life and Annuity
Accident and Employees Health | Pramiums Propesty! Total
Active | Health Medicara | Medicaid | Benefts Program | and Other Casualty Columns | Deposil- Typn
State, Etc. Staus | P Tato XVIN Titla X(X Premi Consierations | Premi 2Through7 | Contracts |

] Alabama {AL) N

2 Maska (AK) N

k] HArizona [AZ) N |

4 Arhansas (AR} N

5 Calibornia {CA) N

6 Colorado {CO) N

7 Connecticud (CT) N

] Delaware (DE} N

3. Distriet of Columbia (DC) N

10, Florida {FL) N

" Geomia (GA) N

12 Hawaii(H) N

13 Kano (D) M

W IHinais {IL} N

15, Inciana{IN) N

6. lowaflA) N

17 Kansas [KS) N
118 Kentucky (KY} N
k] Louisiana {LA) N

20. Maine {ME} N

2 Maryland (MD} N

22 Massachusetis {MA) N

23 Michigan {MI) N

4. Minngsota (MN) N

25 Mississippi (MS} N

6. Missour {MC) N

27 Montana (MT) ]

8. Nebraska {NE} N

29. Navada (NV) N

30, New Hampshirg {NH} N

k) Now Jersey (NJ) N

32 NewMexico (NM) N

33 NewYork (NY) N |

M North Carolina (NC} N |

35, North Dakota (ND) N

36, Chio (OH} N

7. Oklahoma (DK} N

28, QOregon (OR} N

ki) Pennsylvania {PA) L 15.453.215 129,638,766 145,091,951
40. Rhode Island {Ri} N

41 South Carokna {5C) N

42 Scuth Dakola (SD) M

43 Tennesses (TN) N

4. Taxas {TX} N

45 Uah{uT N

46, Vermart (VT) N

47 Viginia (VA) N

48. Washington {WA} N

49, Wesl Virginia {WV) N

50. Wisconsin (W1} N

51 Wyoming (WY) N

52 American Samoa (AS) N

53, Guam (GU) N

54, Puerto Rico {PR) N

55. U5, Virgin Islands. (VI} N

56, Northern Mariana [slands (MP} N

57 Carada (CAN) N

58. Aggragate otber alien (OT) AXX

9 Sublotal XXX 15,453‘2'1'5 129.638.766 145,091,941
0. Reporting entdy contributions for

Employee Beneltt Plang XXX T b 1

61, Total {Direct Business} {al 1] 15453.215 129.638.766 ] 145.081,981 ]
DETAILS OF WRITE-INS

ShE, [ XXX

58002. XXX

56000, iAX

56958, Summary of remaining wiite-ins for

| Ling 58 from overflow page XXX 1 1

58999, TOTALS (Linas 58001 through 1

58003 pius 58998} [Line 36 above) J XEX 1 1
{L) Licensed or Chartered - Licensed Insurance Camer of Domiciked RRG, (H) Regstered - Non-domicied RRGs; (Q) Qualded - Qualified or Accredited Reinsurer, (E} Eligible - Reporting Entities
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STATEMENT A5 oF June 30, 2016 or 1ue Capital Blue Cross

SUPPLEMENTAL EXHIBITS AND SCHEDULES INTERROGATORIES

The lollowing supplemental reparts are required 1o be filed as part of your statement filing. However, in the event that your company does nol fransact the type of
business for which the special repant must be fited, your response of RO 1o the specific interrogatory will be accepled in lieu of filing a "NONE" report and a bar code
will be printed below. If the supplement is required of your company bul is not being filed for whatever reasan enter SEE EXPLANATION and provide an
explanation following the interrogatory questions.

RESPONSE
1. Will the Medicare Part D Coverage Supplement be filed with the state of domicile and the NAIC with this siatement? No
Explanations
Bar Codes:

Medicare Part &veraie Sui;paemem
O

A5

Q17



STATEMENT AS oF June 30, 2016 or rve Capital Blue Cross

OVERFLOW PAGE FOR WRITE-INS

ASSETS
Curenl Statement Date 4
1 ]
Net Admitted December 31
Nonadmitied Assels Prior Year Net
Assets Assets {Cols. 1-2) Admitted Assets
1197. Summary of remaining wrile-ins for Line 11 {Lines 1104 through 1196}
2504, Advance Deposils 452,100 453,100 432,976
2505. Deferred Pending Tax Receivable 52450 52450 52450
2597, Summary of remaining write-ins ior Ling 25 {Lines 2504 through 2595) 505,550 505,550 485,426
LIABILITIES, CAPITAL AND SURPLUS
Cument Period Prior Year |
1 2 3 4
Covered Uncovered Total Total
2304. Abandoned Property 2021 28,271 35962
2397 Symmary of remaining write-ins for Ling 23 (Lines 2304 ihrough 2396) 28,271 28,271 35.962
2597 _Summary of remaining wnite-ins for Line 25 {Lines 2504 through 2536) XXX XXX
3097 Summary of remaining write-ins for Line 30 {Lines 3004 through 3096) XXX XXX

Q18



STATEMENT 45 OF June 30, 2016 or e Capital Blue Cross

SCHEDULE A - VERIFICATION

Real Estate
1 2
Prior Year Ended
Year To Date December 31
1. Bookadjusted carrying value, December 31 of prior year 31,666,638 30,781,025
2. Costof acquired:
21 Actual cosl at time of acquisition
22 Addiional investment made afler acquisition 16,087 2927832
3. Curenl year change in encumbrances
4, Total gain {loss) on disposals
5. Deduct amounts received on disposals
6. Totalforeign exchange change in book/adjusled carrying value
7. Deduct cumrent year's olher-than-lemporary impairment recognized
8. Deduct curent year's depreciation 1,009,135 1,842,219
9. Bookiadjusted carrying value at the end of current period (Lines 1 +2+3+4.5+6.7.8) 30,873,590 31,866,638
10, Deduct total nonadmitted amounts 2143187 2,174,497
11, Statemenl value at end of current period (Ling 9 minus Line 10} 26,730.403 29,692,141
SCHEDULE B - VERIFICATION
Mortgage Loans
1 2
Prior Year Ended
Yeat To Date December 31
1. Book valuelrecorded investment excluding accrued interest. December 31 of prior year
2. Costof acquired:
21 Actual cost at ime of acguisition
2.2 Additional investmenl made after acquisition
3. Capitalized deferred interest and other
4. Accrual of discount
5. Unrealized valuation increase (decrease)
6. Total gain {loss) on disposals
7. Deducl amounts received on disposals
8. Deducl amonization of premium and mortgage interesl poir N N E
9. Total foreign exchanga change in book valuefrecorded invel
10.  Deduct currenl year's other than temporary impainnent recognized
11, Book value/recorded investment excluding accrued interest at end of current period {Lines 1 +2+3+4+5+
6-7-8+9-10)
12 Total valuation allowance
13.  Subtotal (Line 11 plus Lina 12)
14.  Deduct total nonadmitted amounls
15.  Slatement value at end of cument period (Line 13 minus Line 14)
SCHEDULE BA - VERIFICATION
Other Long-Term Invested Assels
1 2
Prior Year Ended
Year To Date December 31
1. BooWadjusled carrying valwe, December 31 of prior year 183,222.487 162,127,080
2 Costof acquired:
21 Actual cost at time of acquisition
22 Addiional investment mada after acquisition 11,039919 72951128
3 Capitalized deferred interest and other
4. Accrual of giscount
5. Unrealized valuation increase (decrease) (5.421,048) (26,857.721)
&  Tolal gain (loss) on dispasals
7. Deduct amounls recelved on disposals 248300 25,000.000
8. Deduct amortization of premium and depreciation
% Tolat foreign exchange change in boak/adjusted camying value
10.  Deduct cumrent year's other than lemporary impairment recognized
11.  Book/adjusted carrying value at end of current period iLines 1+2+3+4 +5+6-7-8+9-10) 186,358,337 183,222 487
12.  Deduct total nonadeitted amounts 7.340637 4,959 750
13. _ Statement value al end of curent pariod (Line 11 minus Line 12} 179.017.700 178,262,737
SCHEDULE D - VERIFICATION
Bonds and Stocks
1 2
Prior Year Ended
‘Year To Dale December 31
1 Book/adjusted camying value of bonds and siocks, December 31 of prior year 656,456,000 720,982,849
2 Cost of bonds and stocks acquired 54,185 7% 116,031,186
k] Accruat of discounl 59129 397,124
4. Unrealized valuation increase (decrease) (37,173,226) {73553,021)
5 Tolal gain (loss) on dispasals 1914931 7,928439
6 Deduct consideration for bonds and stocks disposed of 39,284,397 121,303,764
7] Deduct amortization of premium 872,955 1,369,265
8. Total foreign exchange change in book/adjusied camying value
9. Deduct cument year's gther than lemporary impairment recognized | 650.548
10, BooWadjusted camying value at end of current period [Lines 1+ 2+3+4+5-6-7+8-9) 635.285.273 656,456,000
11, Deduct fatal nonadmitied amounts 100.000] 100,000
12.  Statement value al end of current pricd (Ling 10 minus Line 11) 635,185,273 £56,356.000

Qslo
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STATEMENT A5 oF June 30, 2016 or we Capital Blue Cross

SCHEDULE DA - PART 1
Short - Term Investments
1 2 K] 4 5
BookiAdpsted Paid for Accrued
Carmying Actual Interest Collected Interest
Yalua Par Vahue Cost Year To Date Year To Date
9199959 Totals 5,821 866 XXX 5,821.866 36,261
SCHEDULE DA - Verification
Short-Term Investments
1 2
Prior Year Ended
Year To Date December 31

1 Book/adjusted carrying value, December 31 of prior year 17,950,029 42,886,106
2 Cost of short-term investments acquired 6,011,942
kY Accrual of discount
4 Unrealized valuation increase {decrease)
5. Total gain (loss) on dispasals (56}
6. Deduct consideration received on disposals 12,163,566 30,900,618
7 Deduct amortization of premium 4,541 7401
B Tolal foreign exchange change in book/adjusted camrying value
5, Deduct current year's other than termporary impainment recognized
10.  Book/adjusled carrying value at end of cument period {Lines | « 2 +

3+4+5-6-7+8-9) 5,821,866 17.990.029
11, Deduct total nonadmitied amounts
12.  Statement value al end of cument period (Line 10 minus Line 11) 5,821,866 17,990,029

Qsio3




sTATEMENT A5 OF June 30, 2016 o= rie Capital Blue Cross

8104 Schedule DB - Part A Verification ..............ccoviiiiiiivninvenns, NONE
$104 Schedule DB - Part B Verification ...........ccovvviiiiinniiinnninnann,s NONE
SI05 Schedule DBPartCSectiont ........oovviiiriiiiiiiii e, NONE
SI106 Schedule DBPartC Section 2 .....ovvveniii i iin i iiniinnnnes NONE
5107 Schedule DB - Verification ...........ccovveiiiiiiiiiiin i NONE
§l08 Schedule E - Verification (Cash Equivalents) ...........ccocovvievnvnnen.. NONE

Q5104 - QsI108



staTEMENT As OF June 30, 2016 <+ 11z Capital Blue Cross

E0 Schedule APart2 .......oooii i i e NONE
E01 Schedule APart3 ........oiviiiii i i i NONE
E02 Schedule BPart2 ..........coiiiiiiii i NONE
E02 ScheduleBPartd .......ciiviiiiiiii it i NONE

QE01 - QEO2
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STATEMENT A5 oF June 30, 2016 o+ iz Capital Blue Cross

EO6 Schedule DBPart ASectiond ..........coiiiiiiiiiiiiiiiiiiiiienns, NONE
E07 Schedule DBPartB Section1 .........coviiitiiniiriiieinivienenses NONE
E08 ScheduleDBPartDSectiont .........covviiiiiviiinninininnnnennnnns NONE
E09 Schedule DB Part D Section 2 - Collateral Pledged By Reporting Entity ... ... NONE
E09 Schedule DB Part D Section 2 - Collateral Pledged To Reporting Entity ...... NONE
E10 Schedule DL - Part 1 - Securities Lending Collateral Assets ................ NONE
E11 Schedule DL - Part 2 - Securities Lending Collateral Assets................ NONE

QE06 - QE11



statement as of June 30, 2016 or e Capital Blue Cross

SCHEDULE E - PART 1 - CASH
Month End Depository Balances
1 2 3 [] 5 Book Balance at End of Each Month 9

Amount | Amount of During Cutrent Quarier

of interest| interest 3 7 8

Received | Accrued

During | at Current
Rateol | Cument | Statement First Second Third
Depository Code | Inlerest | Quarter Dale Month Month Month *

open deposliiories
M&T Bank Harrisburg, Pennsylvania 47985808 49670834 22798246 XXX
BNY Melion Pittsburgh, Pennsylvania 2990732 4062745) 3652881 XXX
Members 15t Federal Credit
Union Mechanicsburg, Pennsylvania 4,387 4,387 4387 X X X
PNC Bank Fitisburgh, Pennsylvama 967,182 1.175810 527,028 X X X
0199998 Deposits in 0 depositories that do not exceed the
altowable limit in any one deposilery (see Instructions) - open depositories | X XX| XXX XXX
0133998 Totals - Open Deposilories XXX| XXX 51,848,109 54.913.776] 26,982542{ XX X
0299998 Deposits in 0 deposilories that do not exceed the
allowable limit in any one depasilory (see Instructions) - suspended
depositories XXX| XXX XXX
0299999 Totals - Suspended Depositories XXX] XXX XXX
0393999 Total Cash On Deposit XXX| XXX 51.948,109] 54.913776| 26,982542| XXX
(493999 Cash in Company's Office XAX] XXX XXX XXX 800 800 800 X XX
0599999 Total Cash XXX[ XXX 51,948,509| 54.914576) 26,983,342| XXX

QE12
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stateuent as of June 30, 2016 o 1.z Capital Blue Cross

G

VM0 Documant Cade M

MEDICARE PART D COVERAGE SUPPLEMENT

{Net of Reinsurance)

NAIC Group Code: 1230 RAIC Company Code: 54720

Individual Coverage Group Coverage §

1 2 3 4 Total

Insured Uninsured Insured Uninsured Cash
1, Premiums Collected XXX XXX
2. Eamed Premiums XXX xXX XAX
3. Claims Paid XXX XXX
4. Claims Incured XXX XXX XXX
5. Reinsurance Coverage ang Low Income Cost Sharing - Claimg
Paid Net of Reimbursements Applied (a) XXX

6. Aggregale Policy Reserves - change XXX XXX
7 Expenses Paid XXX
8. Expenses Incurred XXX XXX XXX
9. Undemwriting Gain or Loss XXX XXX XXX
10. _ Cash Fiow Results XXX XXX XXX XXX
{a) Uninsured Receivable/Payable with CMS al End of Quarter § O due from CMS or § O due lo CMS

QSupp1



statement asoF June 30, 2016 or niz Capital Blue Cross

INDEX TO HEALTH
QUARTERLY STATEMENT

Accounting Charges and Comrections of Ermars, Q10, Note 2; Q11
Accounting Practices ard Policies; Q5; 010, Note 1
Admitied Assets; Q2
Bonds; Q2: Q6; Q11.1; Q11.2; GED4; QE0S
Bonuses; Q3; 04; 08; 04
Borrowed Funds; Q3; 06
Business Combinations and Goodwill; Q10, Note 3
Capital Gains {Losses)

Reafized; Q4

Unrealized; C4; Q5
Capital Stock; Q3; 10, Note 13
Capital Notes; Qf; Q10, Note 11
Caps; QED6; QSIA
Cash; Q2; G6; QE12
Cash Equivalents; Q2; 0F; QE13
Claims; Q3. Q4; 08; Q9
Colars; QE06; QS04
Commissians, 06
Common Stock; Q2; Q3; 06, Q11.1,Q11.2
Cost Containment Expenses, Q4
Contingencies; Q110, Note 14
Counterparty Exposure; Q10, Nole 8; QEOS; QECA
Debt; Q10, Note 11
Delerred Compensation. Q10, Nole 12
Derivative instruments; Q10, Note 8; QSt04; QSI05; QSI06; QSI07; QES; QE0T, QEDS
Discontinued Operations, Q10, Note 4
Electronic Data Processing Equipment; Q2
Encumbrances; Q2; Q5101 QE01
Emergency Roam; Q4
Expenses, 03; 04, Q6
Extinguishment of Liabiities; C10, Note 17
Extraordinary ftem; Q10. Nota 21
Fair Value; Q7, Note 20
Fee for Service; 04
Foreign Exchange; Q2; Q3; Q5; 0841; QSI03; QE01; QELZ; QED3; QEDS
Forwards; QE0S; QSI04
Furnitura, Equipment and Supplies; Q2
Guaranty Fund; Q2
Health Care Recewvables, QZ; 0% C0, Note 28
Holding Company: Q16
HospitatMedical Benefits; G4
incentive Pools; Q3. O4; Q8; 9
incoma; O4; 05; OF
Income Tares, Q2 Q3; Q4; Q5; 10, Note 9
Incurred Claims and Claim Adjustment Expenses;, (40, Note 25
Intercempany Pooling; Q10, Note 26
Investment Income: Q0. Note 7

Accrued; Q2

Earned; 2, QSI03

Received; 06
Investments; Q10, Nole 5; Q11.1; Q11.2; QEQ8
Joint Venture; 010, Note &
Leases; Q10, Note 15
Limited Liability Company {LLC); Q10, Note 6
Limited Partnership, G0, Note 6
Long-Term Invested Assets; G2, QEDJ
Managing General Agents; 010, Note 19
Meadicare Pan O Coverage; QSuppi
Member Months; 04, Q7
Mortgage Loans; 02; C6; Q11.1; QSI0; GEO2
Nonadmitted Assets; Q2; Q5; QSI01; QSI03
Cff-Balance Sheet Risk: ©10, Note 16
Options: QE0E; QSIN4
Organizational Chart; Q11; 014
Out-ol-Area; 04
Qutside Referals; O4
Parent, Subisidaries and Affiliates; Q2; G3; Q10, Note 10, Q%11
Participating Poicies; 010, Note 29
Prarmaceutical Rebates. Q10, Nole 28
Policyholder Dividends; Q5; 6
Poslemployment Benafits; 10, Note 12
Pastretirement Benefits; 10, Note 12
Preferred Stock; G2, 03, 06; Q11.1; Q1.2

INDEX



statenent as of June 30, 2016 s e Capital Blue Cross

INDEX TO HEALTH
QUARTERLY STATEMENT

Premium Deficiency Reserves, Q10, Note 30
Premiums and Considerations

Advance; Q3

Collected; Q6

Deferred: Q2

Direct, Q7, Q13

Earned; Q7

Retrospective; Q2

Uncallecled; G2

Uneamed; Q4

Written; Q4. Q7
Prescription Drugs; Q4
CQuasi Reorganizations; Q10, Note 13
Real Estate; Q2. Q6; QE01, QSI0H
Redetermination. Contracls Subject to: Q10 Note 24
Reinsurance; Q3 Q10, Note 23

Ceded, @3, Q12

Funds Held; Q2

Payable; 03

Premiums; 03

Receivable: Q2, 04

Unauthorized Q3; Q5
Reserves

Accident and Healih; Q3; 04

Claim; Q3; Q5: Q8

Lite; Q3
Retirement Plans, Q10, Note 12
Retrospectively Raled Policies; Q10. Note 24
Risk Revenue: 04
Salvage and Subrogation; Q10, Note 31
Securities Lending; Q2 O3, OE09; QE11
Servicing of Financial Assets; 10, Note 17
Shorl-Term Investments; O2; Q6; Q11 1, Q%103
Stockholder Dividends; Q5; 06
Subsequent Events; 010, Nole 22
Surplus, O3; @5, Q6
Surplus Notes, G3; 05; G6
Swaps, QEQ7: QSI04
Synthetic Assets, QSI04, QSIS
Third Parly Administrator; 10, Note 19
Treasury Stock: Q3; Q5
Uninsured Accident and Health; G2; Q3, Q10 Note 18
Valuation Allowance; QS01
Wash Sales, Q10 Note 17
Withholds; G4, 08

INDEX.1
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T

QUARTERLY STATEMENT
AS OF SEPTEMBER 30, 2016
OF THE CONDITION AND AFFAIRS OF THE

Capital Blue Cross

NAIC Group Coce 1230 , 1230 NAIC Company Code S4T20 Employers ID Number 230455154
{Cunent Pencd) {Pror Penad)
Qrganiz¢d under the Laws of Pennsylvania i State of Domicite or Port of Entry Pennsytvania
Country of Domicila United States of Amenica
Licer:zed as business type:  Lile, Accident & Heatth| | Propery/Casuaity] | Hospital, Medical & Dental Servica or Indemeity[X]
Dental Service Corporation] | Vision Servics Corporation] | Heatn Malntenance Organization| |
Cther| | 1s HMOQ Federally Qualifod? Yes] | Noj ] N/ATX]
Incorp /Organi 0215/1838 C Business 03011933
Statutory Home Office 2500 Elmerton Avenue 5 Hamisburg, PA, 17177.97939
[Sireet 9 hhurmder) {Clly or Town, Stabe, Country and Zip Code)
Main Administrative Olfice 2500 Ekmerton Avenua
[Sroet 0! Numbux)
Hamisburg, PA, 171779755 [717)541.7000
{City o Town, Stals, Ceuntry and Iip Code) (Area Cooe) (Felephone Mumber)
Mai Address 2500 Elmerton Avenuo i Hamtsbur, PA, 17177.373%
{Slroet 1 Kumber o P.O. Beay {Caty o Yown, Stats, Country and 2ip Code)
Pnmary Location of Books and Records 2500 Eimaron Avenue
[Stroet and Number)
Hamsburg. PA, 17977.9799 [717)541-1000
{Caty o Tewen, State, Country end Zip Coxle) (Arsa Code] { Telephone Nurmbor)
Intamnet Wab Site Address www.capbluecross. com
Statutory Statemant Contact Dariena Lynn Lippert (T17)541-724%
[Name) {Area Code){ Telephone Burmber) Extenglon}
Daﬂene‘Llppeﬂg pbh Lom (7176514718
{E-Mail Address) {Fax Numbay)
OFFICERS
Name Titie
Gary Dean 51 Hiaire President and Chisf Executive Officer
Michaal Richard Claary  Senior VP, Tmnsurer and Criet Financia) Officer
Sherry Efien Bashln Corporata Socreta
Rebecca Anna Smith Assatant c::rpmte Secretary
OTHERS
DIRECTORS OR TRUSTEES
Marceia Kalg Ariing Ekzabeth Force Carson
Robert James Dotan Ronald Jarnes Dingvich
Gaorge Stewan Glas Robert Leander Grontund
Tesmy Lee Hamis Mary Diang Koken
James Matthew Mead Stephen Aloysius Moote
Stwart Sultphin Paxton Jr Velma Arlana Redmaond
David el Shatier Gary Dean St Hilairg
Kathryn Pelgaift Tay Patncia Ann Warehime
Joyce S=ecsels Whiteley
Stats of —Fennsyhania
County ol Dauphin L]

The officars of this reporting entity, being duly swom, #ach dapasa and say hat they are he described officers of said reporting entity, and that on ihe reporting paricd staled above, all of the
Farg'n destriad assels wer the absolute property of he Said reporting entty, free and clear from any hans or claims thereon, excepl as harein siated, and that this salemant, iogethar with
retaled exhibits, schedules and explanations thatain contzined, annexed of refered to, Is 8 full and tnue statemant of all the assats and abiidas and of the condition ang alfairs of the said
reporting entity as of tha reporing parlod stated above, and of its income and deductions tharelrom lor the pariod anded, and have been compleled in accordance with the NAIC Annual
Siaterent Instructions and Accounting Pm:uou and Procedures manusl encapt to the extent that: (1} state law may ditfer; or, {2} that state rules or /egulations require differences in
regarting not related 1o g k& Ihe best of thelr information, knowledge and beliel, respectively. Furthermore, the scopa of this atastation by the
cescribod officors 250 includes the retated cofreaponwng electronic ﬁnng with the NAIC_when required, that is an exact copy (excepl for formatiing differences due 1o electronic fiing) of tha
enclosed statement The electronic filing may be requesiad by various regula m lieu of or in addition {0 the andosed statemanl.

/é«f\

ls-unanul [Sgnatwe)
Michasl Richard Cleary Shermy Ellen Baskin
[Priind Hama) ! N {Priniexd Hame)
1 2 3
Presitant and Chiel Executive Officor Senior VP, Treasurer & Chief Financial Officer Corporale Secretary
(Tide) (Tite) {Tide)
Sutseribed and swoen le bafore me this 2. 13 this an orginal filing? YesfX]Nef}

b.iing, 1. State the amendment number
2 Date fled

3 Mumber ¢f pages atiached

2 dayol _pJnd
- L

{Notary Pubke Signature)

2016

COMMONWEALTH OF PENNSYLVAMNIA
NOTARIAL SEAL
Pamela L. Day, Natsry Public
Suaquehanna Twp., Dauphin County
My Cumrnlnion Enplnl Nov. :! 2019 |




sTATEMENT A5 OF September 30, 2016 or e Capital Blue Cross

ASSETS
Current Statement Date 4
1 2 3
Net Admitted December 31
Nonadmitted Assels Prior Year Net
Assets Assets (Cols. 1-2) Admitted Assets
1 Bonds 251,196,315 261,196,215 287,972,968
2. Stocks.
21 Preferred stocks
22 Commaon stocks 315,285,368 100,000 315.185,268 368,383,032
3. Morigage loans on real estate:
31 Firstliens
3.2 Other than first liens
4 Real estate:
4.1 Properties occupied by the company {less$. .. ... €
encumbrances) 30688,024 2128594 26,559.430 29,692,141
42 Properties held for the production of income (less §... 0
encumbrances)
4.3 Froperies held for sale {less § 0 encumbrances)
5. Cash (§ ...B4,397,378), cash equivalents (3. .0} and shont-term
investments (S.. 13,984 824) 98,382,202 98,362.202 51,752,723
[ Contract loans {including § {) premium notes)
7 Derivatives
B Other invested assets 184 835,040 2,863443 181,971.597 178,262,797
9. Receivables for securities
10 Securities lending feinvested collateral assels
1. Aggregate write-ins lor invested assets
12, Sublotals, cash and invested assets {Lines 110 11) 860.386,949 5092037 875.254.912 916,063,601
1) Tidle plantsless §... 0 charged off {for Title insurers only)
14, investmenl income due and accrued 2829611 2829611 3,387,153
15.  Premiums and considerations:
15,1 Uncollecled premiums and agenls’ balances in the course of
collection 736,201 7000 729,281 833,889
15.2 Defered premivms. agents’ balances and instaliments booked
but deferred and not yet due {including $... ... 0 eamed but
unbilled premiums)
15.3  Accrued retrospective premiums (S 0} and contracts
subject to redetermination (S .. ...0) 1,156.493 1,156,493 1,521,078
16.  Reinsurance:
16,1  Ampunts recoverable fram reinsurers
16.2 Funds heid by or deposited with reinsured companies
16.3  Other amounts receivable under reinsurance coniacts
17.  Amounts receivable relaling lo uninsured plans 5024 5,024 2349
18.1 Cument federat and foreign income tax recoverable and interest thereor 2478644
18.2  Net deferred tax assel 26,803,204 12,373,855 14,429 349 15.466,781
19.  Guaranty lunds receivable or on deposil
20.  Electronic data processing equipment and software 15,964,999 11,477,890 4,487,109 2,621,230
21, Fumiture and eguipment, including health care delivery assets
(s . 0 771554 771,554
22, Net adjustments in assets and liabilities due 1o foreign exchange rales
23, Receivables from patent, subsidiaries and affiliates 134,738,452 134,738,452 94,154,162
24, Healthcare (§... ..4,681,175) and other amounis receivable 38173209 1,493,106 37,280,103 37,263459
25, Aggregate write-ins for other-than-invested assets 12,784,147 11,873,620 910.527 7.604.861
26.  TOTAL asses excluding Separale Accounts, Segregated Accounts and
Protected Cell Accounts {Lines 12 to 25) 1,114 949,923 43,089,062 1.071,860,861 1,081,618,396
27, From Separate Accounts, Segregated Accounts and Protected Ce
ACCOURS
26, TOTAL (Lines 26 and 27} 1,114,949.923 42,089,062 1,071,860.861 1,081,618.396 |
DETAILS OF WRITE-INS
1.
102
1103,
1198. Summary of remaining write-ins for Ling 11 from overflow page
1199, TOTALS {Lines 1101 through 1103 plus 1198) {Line 11 abave}
2501, Advance Deposils 451423 451423 432,976
2502, Miscellaneous Accounts Receivable 408,954 2,300 406,654 7.118435
2503. Defemed Pending Tax Receivable 52450 52,450 52450
2598. Summary of remaining write-ins for Line 25 from overflow page $1.871,320 11,671,320
2599. TOTALS {Lines 2501 through 2503 plus 2598) {Line 25 above) 12,784,147 11,873,620 910.527 7.604.861

Q2



statenent as oF September 30, 2016 o 1ue Capital Blue Cross

LIABILITIES, CAPITAL AND SURPLUS

Current Period Prior Year
1 2 3 4
Covered Uncovered Total Total

1 Claims unpaid (less $.. ... .0 reinsurance ceded) 26,758,116 26,758,116 26,003 646
2 Accrued medical Incentive pool and bonus amounts
3 Unpaid claims adjustmen! expenses 1,065,336 1,065,336 1,030,819
4 Aggregate healih policy reserves, including the liabiity of § .0 for medical loss ratio

rebale per the Public Health Service Acl 16,541 16,541 221
[ Aggregate life policy reserves
6. Propery/casually unearned premium reserve
7 Aggregate health claim reserves
8 Premiums received in advance 25,824,707 25,824,107 5,148,573
9 General expanses due or accrued 63,199,655 63,199,655| 63972768
10.1  Curment federa) and foreign income tax payable and interest thereon (including $ 0

on realized gaing (losses)) 544,075 544 075
10.2  Nal defered 1ax liability
1. Ceded reinsurance premiums payable
12.  Amounts withheld or retained for the account of others 548,279 548,279 2029828
11 Remittances and items not allocated
14 Bomowed money (including . O current) and interest thereon . ... .0

{including §. 0 current}
15 Amaunts due to parent, subsidiaries and affiiates 83,792453 93792453 73676326
16.  Dervatives
17, Payable for securities
18.  Payable for securilies lending
19, Funds held under reinsurance treaties with (5. ... .0 authorized reinsurers, $. 0

unauthorized reinsurers and 5. ... cerlified reinsurers)
20, Reinserance in unauthorized and certified (5. ... . 0 companies
21, Netadjustments in asse!s and liabilities due to foreign exchange rates
22, Liabifity for amounts held under uninsured plans £9.914 69,914 29176
23 Aggregale write-ins for other kabilities {including 5. 0 curent) 144,793,694 144,793,694 | 145,018,418
24, Tolal liabilities {Unes 110 23) 356612770 356612770 316911787
25, Aggregale wnite-ing for special surplus funds XAX XXX 3835484 5113979
26. Common capital stock XXX XXX
27 Prelerred capital stock XXX XXX
28, Gross paid in and contnbuted surplus XXX XXX
29.  Swrplus notes XXX XXX
30.  Aggregate write-ins dor other-than-special surplus funds XEX XXX
31 Unassigned funds (Surplus) XXX XXX 711412607 759,592,630
32 Less treasury stock, at cost:

321 ... ... .0shares common (value included in Line 265 ... .0} XXX XXX

322 .. ... 0shares prefemed {value includedin Line 275. ... Q) XAX XXX
33, Tolal capital and surplus {Lines 25 10 31 minus Line 32} XXX XXX 715,246,091 764.706.509
34, Total Liabilities, capital and surplus {Lines 24 and 33} XXX XXX 1.071.860.861] 1,081,618.396
DETAILS OF WRITE-INS
2301. Llability for Pension and Postretirement Benefits 139,904,924 139,904,924 140,547,476
2302. Payments Due Others 4,638,565 4 539,565 4,244.913
2303, Other Llabilities 189,616 183,516 180,067
2398. Summary of remaining write-ins for Line 23 from overflow page 50,589 60,589 35,962
2399 TOTALS (Lines 2301 thiough 2303 plus 2338} [Line 23 above) 144,793.694 144,793694| 145018418
2501 ACA Health Insurer Fee XXX XXX 3835484 5113979
2502. XXX XXX
2503 XXX XXX
2598. Semmary of remaining waite-ins for Ling 25 from overflow page XXX XX X
2599. TOTALS (Lines 2501 through 2503 plus 2598) (Line 25 above) XXX XXX 3.835.484 5113979
3001. XXX XXX
3o0z. XXX XXX
3003, XXX XXX
3098. Summary of remaining write-ins for Uine 30 from cverflow page XXX XXX
3099. TQTALS (Lines 3001 thraugh 3003 plus 3098) {Line 30 above) XXX XXX

a3




sTaTeEmENT a5 oF September 30, 2016 of 1 Capital Blue Cross

STATEMENT OF REVENUE AND EXPENSES

Prior Year
Prior Year Ended
Currerd Year To Date To Date December 1
1 F] 3 4
Ungovered Total Total Total

1 Member Months XXX 853,301 872463 1,160,944
2 Net premium income (inclading §. .0 non-heath premiam income) XEX 222.22%6.8490 206,716,775 279,729,049
3. Change in unaarned premasm reserves and reserves for rate credits XXX (14,308} {14,668} 380
4, Fee-for-service (nelof $. 0 medical expenses) XXX
5. Rigk revenue XXX
6. Aggregate wnle-ing for other health care related revenues XXX
7 Aggregate wite-ing for olher non-health revenues XXX
B. Total revenues (Lines 2o 7} XEX 223,212,582 206,702,087 219.723,429
Hospital and Med|cal:
9, Hospitalimedical benefits 177,581,920 167,366,031 225,974,074
190, Cther professional services 808,308 729,610
1", Qutside referrals
12. Emergency room and out-of-area 19,608,270 17,784,842 23466470
13. Prescription drugs 2.702.025 279,969 3211235
14, Aggregats write-ins lor cther hospital and medical
15. Incentive pool. withhold adij and bonus
16. Subtotal {Lines 910 15} 200.700.52) 188,620,452 25271179
Less:
7. Net reinsurance recoveries
18. Total hospetal and medical (Lines 16 minus 17) 200,700,523 188,620.452 2527117719
19 Non-health ciaims {net}
20 Clams adjustmenl expenses, including $.  3.064,773 cost containment expanses 4,025,444 3.178.623 7,388.865
Fil General administrative expenses 14.032,263 19.288.011 24,630,855
2 Increase in negerves for life and accident and health contracts (including §. @ ncrease

in reserves ko ke anly)
n Total underwriting deductions (Lines 18 through 22) 218,758,230 213,087,086 284,731,499
A Nel underwriting gain ot {loss) {Lines B minys 23} XXX 4,454,352 (6.384,999) {5.002.070}
25, Nel investment income sarned 2 9,901,156 12,092,866 20,111.438
26 Net reatized capstal gains {losses) less capital gains tax of §.. 0 6.673.861 5,825,998 7.273.689
n el investmeni gains or {losses) {Lines 25 plus 26) 16,575,017 19,718,864 27,385,128
28. Net gan or (loss} from agents' of premium balances charged off [{amount recovered

5. 0) {#mount charged off S. o
29 Aggregate write-ins for ather income or eapenses {157.471) 245,908) (340,241
0 Nel income or {loss) after capdal gains tax and belore all other tederal inconse taxes Lings 24

plus 27 plus 28 plus 29} XAX 20,511,898 13,087,957 2042817
H Federal and foreign income Laxes incurred XXX 9.924.260 6,997,301 10,701,656
32. Net income (loss} {Lines 30 minus 31) XXX 10,947,638 5,09¢.656 11,341,161
DETAILS OF WRITE-INS
0801 XAX
0602. XXX
0602 XAX
0699. Summary of remaining write-ing kor Line 6 from overflow page XXX
0699. TOTALS {Lines 0601 $hrough 0503 plus 0698) (Line & above) XXX
(01 XXX
o702, XXX
0701, XXX
0798 Summary of remaining wrie-ins for Line 7 from ovenflow page XXX
0799, TOTALS {Lines 0701 through 0703 plus 0789} {Line 7 above) XXX
1404
1402.
1403,
1498, Summary of remaining wrte-ins for Ling 14 from overflow page
1499, TOTALS {Lines 1401 Bvrough 1403 ples 1498) (Line 14 above)
2901 Other Expense {157411) {245.908) [340,241)
2902,
2903
2998.  Summary of rernaining wride-ing for Line 29 from overfow page
2999, TOTALS {Lines 2301 through 2303 ples 2996) (Line 29 above) {157.471) (245.908) (340.241)
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statement As of September 30, 2016 or 1ve Capital Blue Cross

STATEMENT OF REVENUE AND EXPENSES (Continued)

1 ? 3
Prior Year
Current Year Prior Year Ended
To Date To Date December 31
CAPITAL & SURPLUS ACCOUNT
Capital and surplus prior reporing year 764,706,609 024,749,733 024,749,733
Net income of {loss) from Line 32 10,947,638 6,090,656 11,341,161
35 Change in valuation basis of aggregate policy and ¢laim reserves
36 Change in net unrealized capital gaing (losses) less capital gains tax of §. . .4,932,446 {70,150421} {37,883,148) {106.441,722}
37.  Change in net untealized foreign exchange capital gain or (joss)
.38. Change in net deferred income tax (2,336,430) (881,188) {9.258,672)
39 Change In nonadmitted asseds 11,432,535 {13,842,385) 21274700
40.  Change inunauthorized and certified reinsurance
41, Change in treasury stock
42, Change in surplus notes
43, Cumutative effect of changes in accounting prnciples
44,  Capital Changes:
441 Paidin
44.2  Transferred from surplus (Stock Cividend)
443  Transferred (o surplus
45 Surplus adjustments.
451 Paidin
452  Transferred to capital (Stock Dividend)
453  Transferred from capital
46 Dividends to stockholders
147 Aggregate wrile-ins for gains ot {losses} in surplus 648,160 1 6.380.128 23,041,409
48, Netchanpe in capitat amd surplus {Lines 34 10 47) [49.458,518) [40.135.9473? 160.043,124§
49 Capital and surplus end of reparting period {Line 33 plus 48} 715,248,091 734,813.?86] 754.706.609;
DETAILS OF WRITE-INS
4701, Change in unrecognized prior service costs and net gains / losses 648,160 5,380,128 23041,409
s
4798,  Summary of remaining write-ins for Line 47 from overflow page
4799, TOTALS (Lings 4701 through 4703 plus 4798) {Line 47 above} 648.160 6,380,128 23041408




sTatenent a5 oF September 30, 2016 o 1wz Capital Blue Cross

CASH FLOW : : .
Curreni Prior Prior
Year Year Year Ended
To Dale To Date December 31
Cash from Qperations

1 Premiums collecled net of reinsurange 244, 273467 207,277,553 266,406,188
2 Ned Investmen! income 11,626,582 13479928 21,516,423
A Miscellaneous income
4 TOTAL {Lines 1 1o 3) 256,000,049 220,757 481 307,922611
5 Benefll and loss related payments 200,656,269 162,102,979 257,159,969
6. Nel transfers lo Separate Accounts, Segregated Accounts and Protecied Cell Accounts
7 Commissions, expenses paid and aggregate write-ins for deduclions 8.273.321 16,854 471 27,564,072
B. Dividends paid to policyholders
] Federal and loreign income taxes paid (recovered) net of § .0 1ax on capital gains

{losses) 6,801.541 9.943,599 15,762.485
10. TOTAL (Lines 5 through 9) 215831131 218,801,049 300,486,526
i1 Nel ¢ash lrom operations {Line 4 minus Line 10} 40,168,918 1,856,432 7,436,085

Cash from Investments

12 Proceeds from investments sokd, matured or repaid

121 Bonds 115,941,611 75,178,665 101,041,895

122 Siocks 6,883,552 14,734,648 20,261,869

123  Morgage foans

124 Realestatle

125  Other invesied assels 3426847 2318 25,000,000

126  Netgains o {losses) on cash, cash equivalents and shori-lerm investments

127 Miscellaneous proceeds

128 TOTAL investmen! proceeds (Lines 12 110 12.7) 126,252,030 92,290431 146,303,764
13 Cost of investments acquired {iong-lerm only):

131  Bonds 75,651,833 65,103,583 84,507,049

13.2  Stocks 6949771 15,305,725 N124137

133  Mongage loans

134  Realestale 230,299 1,256,554 2,927,832

135  Otherinvesied assets 15,000,660 16,782,746 72953128

13.6  Miscellaneous applications

137 TOTAL investments acquired (Lines 13.1to 13.6} 97,832,563 98,448,608 191,912,146
14, Net increase (or decrease) in conlracl loars and premium notes
15. Net cash trom invesiments (Line 12.8 minus Line 13.7 and Line 14) 28419467 (6,158,377} (45,608,382}

Cash from Financing and Miscellaneous Sources

16.  Cash provided (applied):

161 Surplus notes, capilal noles

16.2  Capilal and paid in surplus, less treasury stock

163  Bomowed funds

164 Netdeposits on deposil-type contracts and other insurance liabilities

165  Dividends fo stockholders

16.6  Other cash provided (applied) {21,958,906) 7,391,382 32,214,874
17. Net cash krom financing and misceflaneous sources {Line 16.1 through 16.4 minus Line 16.5

plus Line 16.6) {21,958 906} 7,391,382 32214874

RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS

18. Net change in cash, cash equivalents and short-term investments (Line 11, plus Lines 15 and

17) 48,629479 3,089,637 (5957 423)
19, Cash, cash equivalents and short-term investments:

19.1  Beginning of year 51,752,723 57,710,146 57,710,146

192 Endof period (Line 18 plus Line 19.1) 98,382,202 60,789,783 51,752,723

Note:  Supplemental Disclosures of Cash Flow Information for Non-Cash Transactions:

| 200001
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sTaTEmeNT as oF September 30, 2016 or 1 Capital Blue Cross

Notes to Financial Statement

Summary af Significant Accounting Policies and Going Concern
A. Accounting Practices

The financial siatemerns of Capital Blue Cross (“Company") arc presented on the basis of accounting practices prescribed
ot pennitied by the Pennsylvania Insurance Department.

The Pennsylvania Insurance Departimen| recognizes only siatutory accounting praciices prescribed or penmitted by ihe State
of Penmsylvania for detennining and reporting the financial condition and results of operations of an insurance company,
for detenmining its solvency under the Pennsylvania Insurance Law. The Accounting Practices and Procedures Manual
{NAIC SAP) has been adopted as a componeni of prescribed or permined practices by the siate of Permsylvania. The stare
has adopied certain prescribed necounting practices that differ from those found in NAIC SAP. Specifically, 1) goodwill
ansing from the purchase of & subsidiary, conrolled or affiliated entity is written ofT directly 10 surplus in the year it
oniginates by Pennsylvania domiciled companies, In NAIC SAP, goodwill in amounts nol 1o exceed 10% of an insurer's
capital and sumphts may be capitalized and all amounts of goodwill arc amortized 10 unrealized gains and losses on
investments over periods not o exceed 10 years, and, 2) 100% of all fixed nssets are admitted by Pennsylvania domiciled
companies. In NAIC SAP, fixed assets are not admitted.  The Commissioner of Insurance has the right 10 permit other

specific practices that deviate from prescribed practices. The Company had no such permitted practices as of Seplember
30, 2016.

Statc of
Domicile 2016 2015
Net Income
(1} The Company’s state basis (Page 4, Line 32, Column 2 & 3) PA S 10,947,638 $ 11,331,161
(2)  Swate Prescribed Practices thal increase/(decrease) NAIC SAP - .
{3)  Statc Permined Practices that increase/(decrease) NAIC SAP - -
(4} NAIC SAP (1-2-3=4) $ 10,947,638 5 11,341,161
Surplus
(5)  The Company's state basts (Page 3. Line 33, Column 3 & 4) PA 5 715248091 S 764,706,609
(6)  Stale Prescribed Practices that increase/{decrease) NAIC SAP - -
{7} State Permutted Praciices thal increase/{decrease) NAIC SAP - -
{B)  NAIC SAP (5-6-7=8) $ 715,248,09 $ 764,706,609
B. Use of Estimates in We Preparation of the Financial Statements
No matenal changes.
C. Accounting Policics
1. -5 - No matenal changes
6 Loan-backed bonds arc stated al amortized cosl using the interest method incleding anticipated

prepayments.  Prepayment asswmptions arc obinimed from exienal sources and are based on the curresy
interest rate and economic enviromtent  The prospective adjustment method is used 1o value all such
securities

7 = 13, - No maertal changes

D Going Concern

Not applicable.

Accounting Changes and Comrections of Erors

Not applicable

Business Combinalions and Goodwill

Not applicable

Discontinued Operations

Not applicable.

Investments
A Mongage Loans

Not applicable.

Q10



staremen as of September 30, 2016 or e Capital Blue Cross

Notes to Financial Statement

Debt Restructuring

Not applicable.

Reverse Mortgages
Not applicable.
The Company does not have Loan-Backed Sccurities
The Company does not have any Repurchase Agreements and/or Securitics Lending Transactions,
Renl Estate
Not Applicable.
Low-Inceme Housing Credits
Not Applicable.
Restricted assels.
Not Applicable.
The Company does not hiave Working Capital Finance Investments,
The Company does not have Offsetting and Neting of Assets and Linbilities
Structured Notes

Not Applicable.

Joint Ventures, Parinerships al Limited Liability Companies

Not Applicable.

lnvestment Income

A

RBasis for Excluding Due and Accrued Invesitnent Income rom Staiutory Sumplus
No material changes.
Amounts Excluded from Siatutory Surplus

Not Applicable.

Derivalive Investments

Not Applicable,

Incomne Taxes

No material changes.

Information Conceming Parent, Subsidiaries, Afiliates and Other Related Practices

Al

Infonnation Concerning Parent Company

No material changes.

Description of Transactions

No material changes.

Amounts of Transaclions

No matcrial changes.

Duc to and from Parent, Subsidiarics and Afliliates
No tnaterial chanpes.

Commitments and Contiitgencies

No material chanpes.
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sTaTemENT As of September 30, 2016 o+ =z Capital Blue Cross
Notes to Financial Statement

F Management Service Contracis and Cost Sharing Arangements
No matenal changes.

G Relationships with Enterpnses under Common Ownership
Not Applicable.

H  Amounts Deducted from Value of an Upstreamn Intermediate Entity
Not Applicable.

I Investments in SCA Entitics that exceed 10% of Admitied Assets
Not Applicable,

I lmpmnment i SCAs
MNo matenat changes,

Kk Investments in Foroign Insurance Subsidiaries
Not Applicable,

L Downstream Nonmsurance Holding Company
Not Applicable.

M-N SCA Investments

Noi Applicable

11 Deln
A, Capual Note obligations.
Not Applicable
B The Company has no Federal Home Loan Bank agrecments
12 Retirement  Plans, Deferred  Compensation, Post-employment Benefits and Compensated Absences and  Other
Postretirement Benefit Plans

A.  Defined Benefit Plan

Pension Benefits Other Benefits

Components of Net Peniodic Benefi Cost 2016 2015 206 018
Service Cost S 2114609 & 2753626 S 3165000 $ 4047698
Interest Cost 6,982,227 8.973.452 3,881,250 4,800,354
Expecied Retum on Plan Assets (10,383,750}  (14,501,380) - -
Transition Asset or Obligation - - - 7,510,158
Gains and Losses 1.063,425 1,253,639 - .
Prior Service Cost or Credit 110,378 146,953 (H03,500) 1263.347)
Totat Net Pericdic Benefit Cost S (11ann § 13713718 S 6240750 S 16.094.863

B Investinent Pelicies and Strategies
No matenal changes.
C  Fair Value of Plan Assets
Not Applicable.
D Expecied Long Tenn Raie of Retum on Assets
Not Applicable.
E  Defined Contribution Plans
Not Applicable.
I Mukiemployer Plan

No matenal changes

Q10.2



starewent as oF September 30, 2016 of ve Capital Blue Cross

Notes to Financial Statement

G Consolidated / Holding Company Plans
No matenial changes.

H. Postemployment benefits and compensated absences are accrued in accordance with SSAP No,, 11
Nao material chanpes.

I Medicare Prescription Drug Emprovement and Modemization Act of 2003

No material changes.

13 Caopital and Surplus, Sharcholders’ Dividend Restnctions and Quasi-Reorgantzations

A, Capilal Stock

No tmaterial chanpes.
B, Preferred Siock

Not Applicable.
C,D.,E. Dividends

Not Applicable.

F.  Surplus Restriclions

Na matenial chanyes.

G, Mutial Surplus Advances
No material changes.
H. Company Stock Held for Special Purposes
Not Applicable.
I Special Surplus Funds
‘The Company is subject to an antwal Health Insurance Providers Fee under section 9010 of the Federal
Accordable Care Act ("ACA™). The year-to-dnie estimated fee was reclassified from unassipgned funds 1o special
surplus in accordance with the applicable sintutory guidance.
] Changes tn Surplus
No matenal changes.
K. Surplus Noles
No material changes.
L.M Quasi-Reorpanizations

Not Applicable.

14 Contingencies
A.  Contingent Committnents
No material changes.
B.  Asscssments
Not Applicable,
C.  Gain Contingencies
Iot Applicable.
D. Claims Related Extra Contractual Obligation and Bad Failh Losses Stemming from Lawswils
Not Applicable
E Al Other Contingencies

o matenal chanpes.

Q103



staTemEnT a5 of September 30, 2016 or 1ue Capital Blue Cross

17

Notes to Financial Statement

Leases

A

Lessee Operabing Lease
No matenal changes.
Lessor Leases

Not Applicable

Information about Financial Instruments with Of-Balance Sheet Risk and Financial Instruments wih Concentrations of
Credit Risk

Not Applicable.

Sale, Transfer and Servicing of Financial Assets and Extinguishmenis of Liabilities

A. Transfers of Receivable Reporied as Sales

Net Applicable

B The Company does not have Transier and Servicing of Financtal Assets.

€ The Company does not have wash sales as defined 10 paragraph 9 of SSAP No. 21R

Gains or Loss 1o the Reporung Entity from Uninsured Plans and the Uninsured Portion of Parually nsured Plans

A ASO Plans
Not Applicable
B ASC Mans

-

No matertal changes.
Medicare or Similarly Structured Cost Based Reimbursement Contract

Not Applicable

Direct Premimm WritteryProduced by Managing General Apents/Third Party Administrators

Not Applicable,

Fawr Value Measurement

A Fair Value Measurements at Seprember 30, 2016

A Fair ¥V Level | Level 2 Level 3 Total
Shert Term Investimenis

Money market Funds 5 13984824 S 13984814
Tatal Short Teom Investiments 13.984804 - - 13,984 824
Bonds . - - .
Common stocks 212,492,537 - . 212,492,537
Total Asscts at Fair Value $ 226477361 § - $ - $ 226477361

There were no matenial transfers between Levels | and 2 during the period There were no matenal transfers o or omt
of Level 3

Qi0.4



statement asf September 30, 2016 os vz Capital Blue Cross

22,

C

Notes to Financial Statement

Fair Value and Admined Value of All Financial Assels
Apgrepate Admneed

Tvpe of Financial Instrument Eair Value Assets ove Level 2 Leveld
Bonds § 265373250 § 251196315 § - £ 265373250 %
Commaon Stocks 212,492,537 212,492 537 212,492,537 .
Real Estate 62,766,409 18,559,430 . 62,766,409
Cash and Short-Term) luvestinents 98,382,202 98,382,202 68,382,112 .
Other Invested Assets 30,852,963 30,852,963 - 30.852.961
‘Total assets al fair value $ 669867361 $ 621483447 S 310874739 § 358992622 §

The Company’s Level | securities primarily consist of equitics and moncy market funds. The Company detennines the
estimated fair value for its Leve) 1 sccurities using quoled (unadjusicd) prices for identical assets or liabilitics in active
markets.

The Company's Level 2 securities primarily consist of govermment-sponsored enterprise securilis, stale and municipal
bonds, and corporale debt. The Company deteninines the estimated fair value for its Level 2 securities using the
following melhods: quoted prices for similar assews/liabilities in active markets; quoted prices for identical or similar
assels in non-aclive markets (few transactions, limited infonation, noncurrent prices, high varability over time); inputs
other than quoted prices that are observable for the assct/liability (c.., interest rates, yield curves volaiilities, default
rates); and inputs that are derived principally from or corroborated by other observable market data.

There were no material transfers between Levels | ond 2 during the period. There were no material transfers into or out
of Level 3

D. The Company does not estimate the fair values of financial instruments

Othier ltems

A==G No matenal changes.

Events Subsequent

Not Applicable,

Reinsurance

Nol Applicable.

. Retrospectively Rated Contracis & Comtracts Subject to Redetermination

A-D. Nomaterial changes

E. Medical Loss Ratio Rebates required pursuant 1o the Public Healih Service Act

(1} Did the reporting entity write accident and health insurance premiwm which is subject lo
the Affordable Care Act nsk sharing provisions (YES/NO)?

Q10.5



sTaTeEmENT 45 of September 30, 2016 or e Capital Blue Cross

Notes to Financial Statement

(2} lmpact of Risk Sharing Provisions of the Affordable Care Act on Admitted Asscts, Linbilities and Revenue for the
Current Year

a Penmanem ACA Risk Adjustment Program

n

Asscls
1

Premium adjustiments receivable due 1o ACA Risk Adjustiment

Liabilitics

rd

3

Risk adjusiment user fees payable for ACA Risk Adjusiment
Premiwumn adjustiments payable duc 10 ACA Risk Adjustiment

Operations {Revenue & Expense)

4

Reported as revenue in premium for accident and health contracts
(writien/collecied) due 1o ACA Risk Adjustinent
Reported n expenses as ACA risk adjustment user fees {incurted/paid)

The Company lras nol estimated any receivables or payables related 10 the ACA Risk Adjustment
Program due 10 insufficient data to make an estimate.

. Transitional ACA Reinsurance Program

Assets

I Amaunts recoverable for claims paid due to ACA Reinsurance

4 Amounts recoverable for claims unpaid duc to ACA Reinsurance {contra
liability)

k) Amounts receivable relating to uninsured plans for comributions for ACA Reinsurance

Liabilities

9 Liabitities for coniributions payable due 10 ACA Reinsurance - not
reported as ceded premium

5 Ceded reinsurance premiums payable due 10 ACA Reinsurance

6 Liability for amounts held under uninsired plans contributions for ACA

Reinsurance

Operations {Revenue & Expense)

7
8

9

Asstls
1

Ceded reinsurnce premiums due to ACA Reinsurance

Reinsurance recoverics (income statement) due to ACA Reinsurance
payments of expected payments

ACA Rensurance Coniributions - not reported as ceded premium

. Temporary ACA Risk Corridors Program

Accrued retrospective premium due from ACA Risk Comdors

Liabilities

2

Reserve for rate credits or policy experience rating refunds due to ACA
Risk Comdors

Operations (Revenue & Expensc)

3
4

Effect of ACA Risk Corridors on net premium income (paidireceived)
Effect off ACA Risk Corridors on cliange 1n reserves for rate credils

The Company has not estimated any receivables or payables related 10 the ACA Risk Adjusiment
Program due 10 insufficicnl data to make an estimate.

Q10.6
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STATEMENT 45 0+ September 30, 2016 or Tz Capital Blue Cross
Notes to Financial Statement

31 Rollforward of prior s car ACA rish:
ihanng prosvisiony

Busincsr Wntten Befors
December 31 of the Prioe Year

Acerued Dureng the Prior Year on

Dhfferences

Admstmenty
et

Unsettied Balances a3 of the
Repurting Dote

Prior Yexr

P menla

Reeeived or Paid aa of the Col1-3)

Current Year on Busincss
Written Before December 31
of the Prior Year

Acerued Les.

Pnor Year
Accrued Less
Payments
(Col2 - 41

Balances

To Prer Yeor

To Prior Year|
Balances

Comulang
Balance from
Pror Yeans
(Col2-4+8)

Cumulan ¢
Dalance from
Pror Yeart
(Col 1 -3 +7),

2

] 4

a Permanent ACA Rik Adjusiment
Program

1 Premwm adjusimens reoek sbie
2 Premuan adjustments {pa able)
3 Subtotal ACA Permancait Rish
Adjusment Program

b Transitional ACA Reansurance Program

| Amounis meonctable for <laim paid

2 Amounts recon erable for claims
nnnaud fonaten lianlin y

il'qabic)

Reccn ahle {Pasnhle)

3 Amounta reoen able refating (0 wninsered
plans

4 Ligbilitses for contnbutions payable due
1o ACA Reinsurance - not reporied s
ceded prevhium

3 Coded rmsurance premiumy pavable

 Listality for amounts held under
uninsured plans

7 Subtotal ACA Transitienal Reinsurznce
Program
¢ Temporars ACA Rush Cosridors Progmm|

| Accnaed reteoipecting premium
1 Resenve for rae credity or policy
cypenience fatog refunds

3 Subtotal ACA Rush Comdons Program

d Total for ACA Rutk Sharing Pros iions

(24T

(IR ILR.

Receiunble

P abte})

Reconable

Payable)

iPavabc}

T

i1 2T 8T

11230902

B I6T)

1619 967Y

#2ATYBED

71.839.907

619,967}

||'|_|I-_Rh'|T!

{hlV7aT)

=i 'ﬂmdnl)F

Begitining

) Balance

Estimated

Receivable/Payable to be
filed {or final amounts}

Amounts impured or not
ncerued {not withstanding
collectibihity concerns)

Amounits Received

Ending Balance

Assct Balance -
Gross of non-admit

Benefit Vear AR AP

AR AP

AR AP

AR AP

AR AP

AR

2014

2015

2016

Qing



stATemeEnT As of September 30, 2016 o e Capital Blue Cross

Notes to Financial Statement

. Change in Incurred Cinims and Claim Adjustment Expenses

Reserves as of December 31 of the prior year were $25,439,806. Year-to-date, $30,362,267 has been paid for incurred
claims atrribuable to insured evems of prior years. Claims mewmed and cloim adjustment expenses attribwied 1o
insured events of prior years have decreascd by $2.858,623 and $85,759, respecuvely, year-to-date. Reserves
remmaining for prior years are $1,411,856 as a result of re-esumation of unpatd claims, The re-estimation is genemlly the
result of ongoing analysis of recent loss development trends. Onginal estimates are increased or decreased, as
additional inforination becomes known regarding the actua! claims expenence.

Entere y Pooling Amr

Nat Applicable.

. Stuctured Settlements

N Applicable.

Health Care Receivables
A, Pharmaceutical Rebate Reccivables

No material changes.

B Risk Sharing Receivables

Not Applicable.

29. Panicipating Policies

30.

3.

Not Applicable.

Premisum Deficiency Reserves

No material changes.

Anticipated Salvape and Subrogation

No material changes

Q10.8



statement as oF September 30, 2016 or e Capital Blue Cross

GENERAL INTERROGATORIES

PART 1 - COMMON INTERROGATORIES
GENERAL

1.1 Did the reporting entity experience any material transactions requiring the filing of Disclasure of Matetial Transactions with the State of

Damicile, as required by the Model Act? Yes|| No[kl
1.2 Ifyes, has the report been filed with the domiciliary stata? Yes| | Nof | NADY
2.1 Has any change been made during Ihe year of Inis stalement in the charter, by-laws, articles of incorporation, or deed of settlement of the

reporting entity? Yes[ ] No[¥]
2.2 liyes, dale of change:

3.1 Is the reporting entity a member of an Insurance Holding Company System consisting of two or mote affiiated persons, one or more of which is

an insurer? Yes[X] bof |
If yes, complete Schedule Y, Parts 1 and 1A
3.2 Have thene been any substantial changes in the organizational chart since the prior quarter end? Yes{X] Nof |
3.3 IMthe respanse 10 3.26s {,es. provide a brief description of Ihose changes:
;‘m&nﬁﬁes, Dominion USA, Inc. {a MD entity ang a VA enlity, of the same name), were approved by the VA BOA to merge with Dominion Dental Services, inc. effective
4.1 Has the reporting entily been a party to a merger or consolidation during the period covered by Ihis stalement? Yes[] No[X]

4.2 Ifyes, provide the name of entity, NAIC Company Code, and state of domicile {use two leter state abbreviation} for any entity thal has ceased
lo exis! as a resull of the menger or consolidation,

1 2 3
Name of Enity NAIC Company Code State of Domicile

5. Ifthe reporting entity is subject to a management agreement, inctuding third-panty administratar{s), managing general agentis), allomey-in-fact,
or similar agreemen, have there been any significant changes regarding the terms of the agreement or principals invalved? Yes| ] Nof | NJA[X]
IFyes, attath an explanation.

6.1 Stale as of what date the latest financial examination of the reporting enlity was made or is being made. 123201
6.2 Stale the as of date that the Yatest financial examination report became avaitatie from either the state of domicile or the reporting entity. This
date shoukd be the date of the examined balance sheet and not the date the report was completed of released. 12312001

6.3 Stale as of whal date the latest inancial examination report became available lo other states or the public from either the state of domicile or
gma rfpom‘ng entity. This is Ihe release date or completion dale of the examination repont and not the date of the examination (batance sheet —
ate). [}
64 %yewhai department or depariments?
nnsylvania Insurance Department
6.5 Have all financial statlement adjustments within the fatest financial examination report been accounted for in a subsequent fnancial stalement
filed wilh Departments? Ye:{xl No| ] Nfﬁ[ l
6.6 Have all of the recommendations within the latest financial examination report been complied with? Yes{X] Nof | Ni

7.1 Has this reporting entity had any Certificates of Authority, licenses or registrations {inchuding corparate registration, if apphcable) suspended or
revoked by any governmental enlity during the repovting period? Yes[ ] No[X]
7.2 liyes, give full information

B.1 15 the company a subsidiary of a bank holding company regulated by the Federal Reserve Board? Yes( ] No[X]
8.2 If response Lo 8.1 is yes, piease idenlify the name of the bank holding company,
8.3 s the company affiiated with one ar more banks, thrifts o securities firms? Yes| | No[X]

84 If response to 8.3 is yes, please provide below Lhe names and location (S?rly and stale of the main ofice) of any affiliates regutated by a federal
regulatory services agenc E)e Federal Reserve Board {FRBY), the Office of the Complroller of the Currency (OCC), the Federal Deposit

Insurance Corporation (FOIC) and the Securities Exchange Commission {SEC)] and identify the afidiale’s primary federal regulator.]
1 2 3 4 5 [
Affiliale Name Location {City, Statg} FRB 0CC FDIC SEC

Yes[]No[¥) | Yes[JNo[¥] | Yes[JMo[X] | Yes[]No[X]

8.1 Are |he senior officers {principal executive officer, principal inancial officer, principal accounting officer or controtler, of persons performing
similar functions) of the reporting entity subject to a code of ethics, which includes the following standards? Yes[X] Nof |
{a} Honest and ethical cenduct, including Lhe ethical handiing of actual or apparen! conflicts of interest between personal and professional
relationships;

by Full, fair, accurate, limely and understandable disclosure in the periodic reparts required (o be filed by Ihe reporting entity;

c) Compliance with applicable governmental taws, rules and regulations,

d} The prompl internal reporting of viclations to an appropriate person or persons identified in the code; and

e} Accountability for adherence to the code.
9.11 Mihe response to 9.1 is Mo, please explain:

9.2 Has the code of ethics for senior managers been amended? Yes[ ] No[X]
9.2 if the response to 9.2is Yes, provide informatian related to amendment(s).
93 Have any pravisions of the cede of ethics been waived for any of the specified officers? Yes[ ] No[X]

931 H the response b 9.3 s Yes, provide the rature of any waiver(s).

FINANCIAL

10.1 Does the reporting entity report any amounts due from paren), subsidiaries or affiliates on Page 2 of this statement? Yes{XjNa[]
10.2 If yes, indicate any amoun!s receivable from parent included in the Page 2 amount: H

INVESTMENT

11.1 Were any of the stocks, bonds, or other assats of the reporting entity loaned, placed under option agreement, or otherwise made available for
use by another person? (Exclude securities under secunities lending agreements.) Yes| | No[X]
11.2 W yes, give full and completa information refating thereto:

12, Amounl of real estale and merigages hetd in other invested assels in Schedule BA: s 0

an



sTATEMENT A5 oF September 30, 2016 or rue Capital Blue Cross

GENERAL INTERROGATORIES (Continued)

INVESTMENT
13.  Amount of real estate and morigages held in short-temm investments: $ 0
14.1 Does the reporting entity have any investments in parent, subsidiaries and affiliates? Yes[X) No[ ]
14.2 It yes. please complele he following:
1 2
Prics Year-End Current Quader
Book/Adjusted Book/Adjustad
Larrying Valua Camying Value
1421 Bonds
14.22  Prefered Stock
14.23  Common Stock 168,790,354 99,459,990
14.24  Short-Term Investments
14.25 Mortgages Loans on Real Estate
14.26 Al Cther 125,000.000 125,000,000
14.27  Total Investment in Parent, Subsidiaries and Affiiates [Sublatal
Lines 14.21 to 14.26) 293,790,354 224,459,990
14.28  Total Investment in Parent included in Lines 14.21 t0 1426
above
15.1 Has the reporting enlity entered inlo any hedging transactions reported on Schedule DE? Yes|] MolXA
15.2 IFyes, has a comprehensive descriplion of the hedging program been made available lo the domiciliary state? Yes[ ] No[ | NIATX]
W no, attach a descriplion with this statement,
16. For the reporting entity's security lending program, stale the amount of the following as of the current statement date:
16.1 Total fair vatue of reinvested collateral assets reported on Schedule DL, Parts 1 and 2 $ 0
16.2 Total book adjusted/carrying value of reinvested collaleral assets reporied on Schedule DL, Parts 1 and 2 $ 0
16.3 Total payable for securities lending reported on the fiabitity page $ 0
17. Excluding items in Schedule E - Part 3 - Special Depaosits, real estale, morigage loans and investments held physically in the reporting enfily's
offices, vaults or safety deposit boxes, were ail socks, bonds and other secunties, owned throughout the current vear held pursuant to a
custodial agreement with a qualified bank or trust company in accordance with Section 1, IIl - General Examination Considerations, F
Qutsourcing of Critical Functions, Custodial or Safekeeping Agreements of the NAIC Finangial Condition Examiners Handbook? Yes[X] Mo |
17.1 For all agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the foliowing:
1 2
Name of Custodian{s) Custodian Address
BNYMelion One Melion Cir. 500 Grant St Pittsburgh, PA 15258
17.2 For all agreements that do not comply with the requirements of Ihe NAIC Financial Condition Examiners Handbook, provide (he name,
location and a complete explanation;
1 2 3
Namefs) Location(s Complete Explanatign(s)
17.3 Have there been any changes, inctuding name changes, in the custodian(s) identified in 17.1 during the current quarler? Yes[ ] NofX]
17.4 i yes, give full and complele information relating thereta:
1 2 k| 4
Date
Old Custodian New Custodian of Change Reason
17.5 Identify all investment advisors, brokersidealers or individuals acun? on behall of brokeridealers that have access to the investment accounts,
handle securities and have authority lo make investments on behalf of the reporting entily:
1 2 3
Central Registration
Depository Name(s) Address
71072 Standish Melion One Financial Center Boston, MA 02111
37579 Palisade Capital One Bridge Plaza Forl Lee, NJ 07024
17358 M & T Securifies 285 Delaware Ave., Suile 2000, Buffalo, NY 14202
18.1 Have all the filing requirements of the Purpases and Procedures Manual of the NAIC Investmen) Analysis Office been followed? Yes[¥] Mol ]

18.2 Ii no, lisl exceptions:

a1



statement as of Seplember 30, 2016 or e Capital Blue Cross

GENERAL INTERROGATORIES

PART 2 - HEALTH
1. Operaling Percentages
1.1 A&Hloss percent 91 000%
1.2 ABH cost contzinmenl percent 1000%
1.3 A&H expense percent excluding cost containment expenses 7.000%
2.1 Do you act as a custodian for health savings accounts? ) Yes| ] Na[X]
2.2 lfyes, please provide the amounl of custodial funds held as of the reporting date. 0
2.3 Do you acl as an administrator for health savings accounts? Yes! | NofX]
2.4 Ifyes, please provide the balance of the funds administered as of Ihe reporting Jate, $

Q12
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stATEMENT A5 oF Septesber 30, 2016 of e Capital Blue Cross

SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Current Year to Date - Allocated by States and Territories

Direct Business Only
] H 3 4 § [ [ 8 9
Federal Lite and Asizwrity
Accident and Employees Health | Premiurns Property/ Total
Active Health Medicare Medicaid | Benelits Program and Other Casualty Columns | Deposit-Type
State, Etc. Slatus Premi Titla XVl Title XIX Prami Considerations | Prema 2 Throggh i Contracts

1 Alabama {AL) N
2 Alaska (AK]) N
k3 Arizona (AZ) N
4 Arkansas (AR} N
5 Calilomia [CA} N
6. Colorac (CO) N
7 Connecticut {CT) N
B Oelaware (DE) N
9. District of Calumbia {DC) N
10. Florida {FL) N
i, Georgia {GA) N
12, Hawaii (H1} N
1, Tdzho {ID} N
14, 18inois {IL) N
15. Indiana (iN} N
16 lowa (14} N
" Kangas (K5} N
18 Kentucky (KY) N
19, Louisiana (LA} N
20 Maine {ME} N
2. Maryland (MD) N
22 Massachusatts (MA) N
23, Michigan {MI) N
P23 Minnesota (MN) N
25, Mississippl (MS} N
26. Missouri (MO} N
21, Mantana (MT) N
28, Mebraska {NE} N
Fi Navada (NV} N
3. New Hampshira {NH} N
n Hew Jersey (NJ) N
32 New Mexico (NM) N
N New York {NY) N
u Mosth Carolina {NC) N
3 Morth Dakota (ND} N
18 Ohio {OH) N
n Oklahoma (OK) N
38 Oregon (OR) N
39, Pennsylvania [PA) L 2.939.504 200,287,386 223,226 550
40. Rhods Island {Ri} N
41. South Carolisa (SC) N
42. South Dakota {50} N
4, Tennesses {TN) N
aa, Texas (TX) N
45 Utah{un N
46 Vamont {VT) N
47, Virging {VA} N
48 Washinglon (WA) N
49, West Vinginia {WV) N
50. Wisconsin (Wi} N
5. Wyoming {WY} N
52, Amarican Samoa (AS) N
53, Guam [GU) N
54, Puerio Rico (PR) N
55. U S, Virgin Istands (V1) N
56. Northem Mariana lstands (MP) N
57, Canada {CAN) N
58, Aggregate cther afien {OT) XXX
59. Sublotal XXX 22.939.504 200.287.386 223,226.690
60 Reporting entity contributions for

Empioyee Banaflit Plans AXX
B1, Total (Direct Business) fa} 1] 22.939.504 200.287.386 223,226,800
DETAILS OF WRITE-INS
58001, XXX
58002 XXX
5800). XXX
50998, Summary of remaining write-ins for

Line 58 from overfiow page XXX
50993 TOTALS |Lines 58001 through

58003 plus 58996) {Line 58 above} XXX

{L) Licensed or Chartered - Licensad fnsuranca Carrier or Domiciled RRG: {R) Registered - Non-domiciled RF

eligibla or approved to wrde Surplus Lings in tha state; {N) None of the above - Not allowed 1o writa business in the state.

{a) Insertthe number of L responses except for Canada and Other Alien.

Q14

RGs; {0) Qualified - Quakfied or Accredited Reinsurer, {

E) ERgible - Reporting Entiies
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sTatement as of September 30, 2046 or ve Capital Blue Cross

SUPPLEMENTAL EXHIBITS AND SCHEDULES INTERROGATORIES

The foliowing supplemental reports are required to be fled as part of your statement filing. However, in the event that your company does ol transact the lype of
business for which tha special rzport must be filed, vour response of NO to Ihe specific interrogatory wil be accepled in lieu of fling a “NMONE® report and a bar code
will be printed below. I the supplement is required of your company bul is not being filed for whatever reason enler SEE EXPLANATION and provide an

explanation foflowing the interrogalory questions

RESPONSE
1. Wil the Medicare Part D Coverage Supplement be filed with the state of domicile and the NAIC with this statement? No
Explanations:
Bar Codes.

I

a7



STATEMENT s oF September 30, 2016 o 1 Capital Blue Cross

OVERFLOW PAGE FOR WRITE-INS

ASSETS
Current Statement Date 4
1 2 3
Nel Admitted December 31
Nonadmitied Assels Prior Year Net
Assels Assels {Cols. 1- 2 Agmitled Assels
1197._Summary of remaining wrile-ing for Line 11 {Lines 1104 through 1196)
2504 Prepaid Expenses 11,853,577 11,883,577
2505. Vehicles 17,743 17,143
2597, Summary of remaining write-ins for Line 25 (Lines 2504 through 2585} 11,871,320 11,871,320
LIABILITIES, CAPITAL AND SURPLUS
Curent Period Prior Year
1 2 3 4
Covered Uncovered Total Total
2304 Abandoned Propery 60.589 60,589 135,962
2397 Summary of remaining write-ins for Line 23 (Lines 2304 through 2396) 60,589 50,583 35,962
2597, Summary of remaining write-ing for Line 25 {Lines 2504 through 2536) XXX XXX
[ 3097.Summary of remaining wrile-ins for Line 30 (Lines 3004 (hrough 3096) XXX XXX
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sTATEMENT As oF September 30, 2016 or e Capital Blue Cross

SCHEDULE A - VERIFICATION

Real Estate
1 2
Prior Year Ended
Year To Date December 31
1. Book/adjusled carrying value, December 31 of prior year 31,866,638 30,781.025
2 Cost of acquired:
21 Actual cost at time of acquisition
2.2 Additional investment made after acquisition 230,299 2927832
3. Cunenl year change in encumbrances
4, Total gain {loss} on disposals
5. Deducl amounts received on disposals
6. Total foreign exchange change in book/adjusted camying value
7. Deduct cument year's other-than-temparary Impaimnent recognized
8. Deduct current year's depeeciation 1,408.913 1842219
9 Bookadjusted camying valug 2t Ine end of current peniod (Lings 1+2+3 +4.5+6.7-8) 30,688,024 31,866,638
10. Deduct total nonadmitted amounts 212859 2174497
11.  Statement value at end of current period (Ling 9 minus iine 10} 28,559.430 29,692,141
SCHEDULE B - VERIFICATION
Mortgage Loans
1 2
Prior Year Ended
Year To Date December 31
1. Book valuefrecorded Investment excluding accrued inlerest, December 31 of prior year
2. Cosl of acquired:
21 Actual cost at Ume of acquisition
22 Additionalinvestmenl made after acquisition
3. Coapitalized deferred interest and other
4, Accrual of discount
5. Unrealized valualion increase (decrease)
6. Total gain (loss) on disposals
7. Deduct amounts received on disposals
8. Deduct amonization of premium and mortgage interest poi N
9, Total foreign exchange change in book vatue/recarded inv
10.  Deduct current years other than temporary impairment recognized
1. Book valuelreconded investment excluding accrued interest al end of current period (Lines 1 +2+3+4 +5«
6-7-8+9-10)
12, Tolal valuation aliowance
13, Subtotal (Line 11 ples Line 12)
14, Deduct total nonadmitied amounts
15, Statemeni value at end of current period {Line 13 minus Ling 14)
SCHEDULE BA - VERIFICATION
Other Long-Term Invested Assels
1 2
Prigr Year Ended
Year To Dale December 31
1 Book/adjusted carrying value, December 31 of prior year 183,222,487 162,127,080
2. Costol acquired:
21 Actual cost at time of acquisition 3,500,000 50,000,000
272 Additional investment made afler acquisition 11,500,660 22953128
3. Capitalized deferred interest and other
4, Accrual of discount
§  Unnealized valualion Increase (decrease) (9,961,260 {26,857,721)
6. Total gain {loss) an disposals (2,526,847
7. Deduct amounls received on disposals 500.000 25,000,000
8. Deduct amorization of premium and depreciation
§  Total foreign exchange change in book/adjusted carmying value
10.  Deduct current year's other than temporary impairmen recognized
1. Book/adjusted carrying value at end of current period {Lines 1+2+3+4 +5+6-7-8+9-10) 184,835,040 183,222,487
12, Deduct total nonadmitted amounts 2,863,443 4,959,750
13, Stalement value al end of cument period (Ling 11 minus Line 12) 181,971,597 178,262,737
SCHEDULE D - VERIFICATION
Bonds and Stocks
1 2
Prior Year Ended
Year To Date December 31
1 Book/adjusled carrying vatue of bonds and stocks, December 31 of prior year 656,456,000 728,582,849
2 Cost of bonds and stocks acquired 82,601,604 116,031,186
3 Accrual of discount 80,764 397,124
4 Unrealized valuation increase {decrease} (55,203,595) {73,553.021)
5. Total gain (loss) gn disposals 6,678,541 7,920439
6. Deduct consideration for bonds and stocks disposed of 122,825,183 121,303,764
7 Deduct amorntization of premium 1,306,448 1,369,265
B. Total foreign exchange change in book/adjusted camying value
g Deducl curren! year's ather than temparary impaiment recognized 658,548 |
10.  Bookiadjusted camying value at end of current period {Lings $ + 2+ 3 +4 +5-6-7 +8-9) 566,481,683 £56.456,000
1 Deduct total nonadmitted amounts 104,000 100.000
12.  Statement value al end of cument pericd {Line 10 minus Line 1) 566,391,683 £656.356.000
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s1ATEMENT As OF September 30, 2016 or e Capital Blue Cross

SCHEDULE DA - PART 1

Short - Term Investments

1 2 3 4 5
Book/Adjusted Paid for Accrued
Carmying Aclual Interest Catlected Interest
Vate Par Value Cosl Yaat To Date Year Te Da_ta_|
9199999, Tolals 13,984,824 XXX 13,984,824 41,825
SCHEDULE DA - Verification
Short-Term Investments
1 F3
Pricr Year Ended
Yeat To Dale December 31

1 Book/adjusted camying value, December 31 of priar year 17,990,029 42,886,106
2 Costof short-term investments acquired 1,999,336 6,011,942
3 Accrual of discount
4. Unrealized valuation Increase {decrease)
5. Total gain {loss) on disposals {56)
6. Deduct cansideration received on disposals 5,999,944 30900618
7. Deduct amortization of premium 4,541 7,401
8 Total foreign exchange change in book/adjusted carrying value
9. Deduct current year's other than femparary impaiment recognized
10.  Bookfadjusted carrying value at end of current period (Lines 1+2 «

3+4+5-6-7+8-9) 13,984,824 17,990,029
11, Deduct iolal nonadmitied amounts
12.  Statemenl value at end of cusient period (Line 10 minus Line 11} 13,984,824 17,990,029
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statEmENT as of September 30, 2016 or 1 Capital Blue Cross

5104 Schedule DB - Part A Verification .............ccooiiiiiiiiiiieninnnan NONE
5104 Schedule DB-Part B Verification .........cocvvviiiiiiiiiiiiiiiinins NONE
8105 ScheduleDBPartCSectiont .......ocivivniiiii i, NONE
S106 Schedule DBPart CSection2 ........0ovviiniinernrnvrnennrnennennen, NONE
$107 Schedule DB - Verification ..........oovuviriiiniiiniiiiii i NONE
8108 Schedule E - Verification (Cash Equivalents) ....................covunee. NONE
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sTATEMENT A5 OF Seplember 30, 2016 or 1 Capital Blue Cross

E06 ScheduleDBPart ASectiond .........cvvniviiiiii i, NONE
E07 ScheduleDBPartBSaction1 ........c. oot NONE
EO8 ScheduleDBPartDSectiond .......cvviiiiiin i NONE
E09 Schedule DB Part D Section 2 - Collateral Pledged By Reporting Entity ...... NONE
E09 Schedule DB Part D Section 2 - Collateral Pledged To Reporting Entity ... ... NONE
E10 Schedule DL - Part 1 - Securities Lending Collateral Assets . ............... NONE
E11 Schedule DL - Part 2 - Securities Lending Collateral Assets ................ NONE

QEQ6 - QE11



sTATEMENT as OF September 30, 2016 or rue Capital Blue Cross

SCHEDULE E - PART 1 - CASH

Month End Depository Batances

[ 2 3 4 5 Book Batance al End of Each Month 9
Amount | Amount of During Current Quarter
of interest] Interest 6 7 8
Received | Accrued
During | at Current
Raleof | Curent | Statement First Second Third
Depository Code | Interesl | Quarter Date Month Month Month *
open deposltories
MAT Bank Hamisburp, Pennsylvania 2,.03415( 28134111 B3 1M4.213| XX X
BNY Melion Pittsburgh, Pennsylvania 1580011 4093739 222504 | XX X
Members 15! Federal Credit
Union Mechanicsburg, Pennsylvania 4,387 5577 4387 XXX
PNC Bank Fittsburgh, Pennsylvania 1,037,049 606,790 1.055474| X X X
0199598 Deposits in .0 depositanias thal do not exceed the
allowable limit in any one depository (see Instructions) - open deposilories | X XX| XXX XXX
0159599 Totals - Open Depositones XXX| XXX 23.936.062 32.840.217| 84,396,578 XX X
0259998 Deposits in .0 depositaries that do not exceed the
allowable limit in any one depository {see Instructipns) - suspended
depositanes XXX XXX AXX
(299999 Totals - Suspended Depositaries XAX] XXX XXX
0399399 Total Cash Cn Deposit XA XXX 23936062 32840217 B4.39657R{ XXX
0489939 Cash in Company's Office XXX[ XXX XXX XXX BOO 800 BOO| XXX
0599999 Total Cash XXX] XXX 23,936,862 32.841,017| B84,397,37B] XX X

QE12
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stateuent a5 oF September 30, 2016 o+ = Capital Blue Cross

ST 1EN00) 010

Docurant Code 263

MEDICARE PART D COVERAGE SUPPLEMENT

{Net of Reinsurance)

NAIC Group Code: 1230 NAIC Company Cede: 54720

Individual Coverage Group Coverage 5

1 2 3 4 Total

[ d Uninsured Insyred Uninsured Cash
1. Premiums Collecled XXX XXX
2. Earned Premiums XXX XXX XXX
3 Claims Pad XXX XXX
4. Claims Intumed XXX XXX XXX
5. Reinsurance Coverage and Low income Cost Sharing - Claim:
Paid Net of Reimbursements Applied (2) N 0 N E XXX

6.  Aggregale Policy Reserves - change XXX XXX
7 Expenses Pad XXX
8. Expenses Incured XXX XAX XXX
9. Underwrting Gain or Loss XXX XXX XXX
10, Cash Fiow Results XA X XXX XXX XXX
{2} Uninsured Receivable/Payable with CMS al End of Quarter: 5. Odue from CMS or §. Odue to CMS

QSupp1



1atement Az of September 30, 2016 or e Capital Blue Cross

INDEX TO HEALTH
QUARTERLY STATEMENT

Accounting Changes and Corrections of Errors, Q10, Note 2, Q11
Accounting Practices and Policies; Q5; Q10, Note 1
Admitted Assets; Q2
Bonds; 2; 06; Q11.1. Q11.2; QE04; QEDS
Bonuses; O3; Q4. Q8; Q9
Borrowed Funds; Q3. Q6
Business Combinations and Goodwill; 310, Nole 3
Capitat Gains {Losses)

Realized: Q4

Unrealized; 4, Q5
Capital Stock; Q3; Q10, Note 13
Capital Notes; Q6; 010, Note 11
Caps; QEQS, QS
Cash; Q2, Q6; QE12
Cash Equivalents; Q2 Q6; OE13
Claims, Q3; O4; 0B; Q9
Collars; QE06; QS04
Commissions, Q6
Common Stock: 02 Q3; 06; C1.1; Q11,2
Cost Containment Expenses; Q4
Contingencies, 10, Note 14
Counterparty Exposure; Q10, Note 8. QEQ6: QE08
Debl, 410, Nota 11
Deferred Compensation; G10, Note 12
Derivative Instruments, ©10, Note 8, QSI04; QSI05; QSI06; QSI07; QE0S; QED7, QEDS
Disconlinued Operations; Q10, Note 4
Electronic Data Procassing Equipment, G2
Encumbrances; Q2, QSI101; QEQ1
Emergency Room; 04
Expenses; 03: 04, Q6
Extinguishment of Liabilities; G10, Nate 17
Extraordinary ltem; 010, Note 21
Fair Value, Q7 Note 20
Fee for Service: Q4
Foreign Exchange; Q2; 03; Q5; QSi1, QS103; QEQ1, QEQ2; CEDJ; GE0S
Forwands, QE0S, 05104
Fumiture, Equipment and Supplies; G2
Guaranty Fund; Q2
Health Care Receivables; Q2, Q9; Q10, Note 28
Holding Company; Q16
HospitaliMedical Benefits, Q4
ncantive Pools; 03; O4; Q8 9
ncome; Q4; Q5; Q6
ncome Taxes, Q2; Q3; O4; Q5; Q10 Note 8
incurced Claims and Claim Adjusimen) Expenses, Q0. Note 25
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EXHIBIT G
TO THE FORM A STATEMENT REGARDING THE ACQUISITION OF CONTROL
OF OR
MERGER WITH A DOMESTIC INSURER

Vibra Health Plan, Inc.
NAIC No. 15793
by
Capital BlueCross
NAIC No. 54720

Form E — Pre-Acquisition Notification Statement of the Potential Competitive Impact of a
Proposed Merger or Acquisition submitted under separate cover, as Applicant is requesting
confidential treatment with respect to the Form E.






