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BEFORE THE INSURANCE DEPARTMENT
OF THE
COMMONWEALTH OF PENNSYLVANIA

Statement Regarding the Acquisition of Control of or Merger with
Domestic Insurers:

Highmark Inc.; First Priority Life Insurance Company, Inc.;

Gateway Health Plan, Inc.; Highmark Casualty Insurance Company;

Highmark Senior Resources Inc.; HM Casualty Insurance Company;

HM Health Insurance Company, d/b/a Highmark Health Insurance Company;

HM Life Insurance Company; HMO of Northeastern Pennsylvania, Inc.,

d/b/a First Priority Health; Inter-County Health Plan, Inc.;

Inter-County Hospitalization Plan, Inc.; Keystone Health Plan West, Inc.;

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

By UPE, a Pennsylvania nonprofit corporation

RESPONSE TO
SUPPLEMENTAL REQUEST 4.3.13.2
FROM THE PENNSYLVANIA INSURANCE DEPARTMENT

SUPPLEMENTAL REQUEST 4.3.13.2 (via letter from the PID dated September 26, 2012):

Provide a fully and complete copy of any materials submitted to credit rating agencies by
any UPE Entity related to the Supplemented Transaction. This Supplemental Filing Request does
not include materials previously submitted in response to Request 4.3.13. Also discuss any changes
in credit rating for any UPE Entity related to the Supplemented Transaction.

RESPONSE:

UPE hereby supplements its prior responses to this Request by attaching at Tab
A the following documents:

1. January 11, 2013 Fitch Ratings rating action for WPAHS.

2. January 24, 2013 Moody’s Investors Service rating action for Highmark.

3. January 28, 2013 Standard & Poor’s Ratings Services revised outlook for
Highmark.
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FitchRatings

St -

- . 3% a Qoea LB eyt ettt et b Al m T awe ed uh e ddeds L N P L sey
N < A T sa d SR P ] 3T R T T Tl e s TR SR S T SR T e B o

Fitch Downgrades West Penn Allegheny Health System {(PA) Revs to 'C' Ratings
Endorsement Policy
11 Jan 2013 10:40 AM (EST)

Fitch Ratings-New York-11 January 2013; Fitch Ratings has downgraded West Penn Allegheny Health System's (WPAHS)
approximately $726 million series 2007A heaith system revenue bonds issued by the Allegheny County Hospital
Development Authority to 'C’ from 'CCC',

The rating action follows a press report that WPAHS, Highmark Inc., and WPAHS bondholders have tentatively agreed to
a plan that would reduce the amount owed to bondholders and prevent a bankruptcy filing by WPAHS. Highmark and
WPAHS confirm only that discussions with bondholders are underway. Fitch notes that information from management is
limited duse to the terms of a nondisclosure agreement among the parties.

Nevertheless, Fitch believes that a negotiated debt restructuring appears to be inevitable to forestall insclvency, given
WPAHS's financial deterloration and the faflure of WPAHS and Highmark to complete a proposed merger. In addition, on
Jan. 3, 2013, WPAHS's bond trustee Issued a notice of default regarding WPAHS's failure to release audited financial
statements for the year ended June 30, 2012, which were due 180 days from the end of the fiscal year. WPAHS has 30
days to cure the default.

Contact:

Primary Analyst

Eva Thein

Senior Director
+1-212-908-0674

Fitch, Inc.

One State Street Plaza
New York, NY 10004

Secondary Analyst
Emlly Wong
Senior Director
+1-212-908-0851

Committee Chairperson
James LeBuhn

Senior Director
+1-312-368-2059

Media Relations: Elizabeth Fogerty, New York, Tel: +1 (212) 908 0526, Emall: elizabeth.fogerty@fitchratings.com.

Additional information is available at ‘www.fitchratings.com'. The ratings above were solicited by, or on behalf of, the
issuer, and therefore, Fitch has been compensated for the provision of the ratings.

Applicable Criteria and Related Research:
--'Revenue-Supported Rating Criteria' (June 12, 2012);
--'Nonprofit Hospitals and Health Systems Rating Criteria' (July 23, 2012).

Applicable Criteria and Related Research:
Nonprofit Hospitals and Health Systems Rating Criteria
Revenue-Supported Rating Criteria

http://www.fitchratings.com/creditdesk/press_releases/detail.cfm?print=1&pr_id=779361  01/28/2013
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Mooby’s

INVESTORS SERVICE

Rating Action: Moody's reviews Highmark's ratings (sr. debt at Baa2) for downgrade following
announced proposal to purchase WPAHS bonds

Global Credit Research - 24 Jan 2013
Approximately $1.1 billion of rated debt affected

New York, January 24, 2013 -- Moody's investors Service has placed Highmark Inc.'s (Highmark's) Baa1 insurance financiai
strength (IFS) rating and Baa2 senior unsecured debt rating on review for downgrade following its announced plan to purchase
the West Penn Allegheny Health System (WPAHS, Ca senior debt rating, negative outlook) 2007A series bonds (issued by the
Allegheny County Hospital Development Authority) for cash at 87.5 percent of par amount. The agreement, which is subject to
regulatory approval, advances the proposed Highmark-WPAHS affiliation, which has been under discussion for over a year.

RATINGS RATIONALE

Moody's stated that the review for downgrade reflects the adverse potential financial impact of the proposed transaction, which
may include the issuance by Highmark of approximately $600 million of new debt to fund the purchase. According to the rating
agency, after the close of the transaction Highmark's financial profile would be weakened as a result of the projected increase
in financial leverage and the uncertainty of repayment of the purchased bonds, which lowers the company's quality of capital.

Moody's noted that at the end of 2013, Highmark's proforma adjusted debt to capital (where debt includes unfunded pension
liabilities and operating leases) is expected to increase to approximately 35% from 28% as of September 30, 2012. The rating
agency's projection assumes $600 million of new debt to fund the bond purchase, the successful closing of the previously
announced partnership with Jefferson Regional Medical Center (Jefferson Regional, Baa2 senior debt rating, stable outlook),
which includes Highmark's guarantee of Jefferson Regional's debt and pension obligations (estimated to be $160 million), and
the repayment of approximately $300 million of Highmark's senior notes maturing in August with available cash.

Moody's Senior Vice President, Steven Zaharuk, commented: "Highmark's affiliation with WPAHS gives Highmark needed
flexibility in its provider network, considering the unique circumstances of the Western Pennsylvania health care market, which
is dominated by Highmark on the insurer side and the University of Pittsburgh Medical Center (UPMC, Aa3 senior debt rating,
positive outlook) on the provider side.” The rating agency added that the transaction also provides opportunities for the insurer
to seek healthcare cost saving opportunities with a health provider as a partner. Zaharuk added, "However, the current
proposed transaction increases Highmark's investment in WPAHS from $475 million to over $1 billion, creating a concentrated
network investment that reduces its ability to pursue other investments and limits its flexibility with respect to its commitment
with WPAHS."

The rating agency stated its review will focus on the ability of Highmark to obtain bondholder and regulatory approval as well
as the actual financial and funding terms of the transaction. Moody's indicated that based on the preliminary funding terms,
which involve Highmark borrowing $600 million, it anticipates a potential one notch downgrade to Highmark's ratings when the
review is concluded. However, the rating agency noted that if Highmark's commitment to WPAHS involves a significant
additional investment the rating could be downgraded further. Moody's added that there may be downward pressure on the
ratings even if the transaction is not approved, as further delays in the company's attempt to form an affiliation with WPAHS
threatens its strategy to develop an alternative delivery system to UPMC. Alternatively, Moody's said Highmark's ratings could
be confirmed if the affiliation with WPAHS is approved with terms that do not require a substantial additional debt burden or
cash outlay beyond the original expected outlay of about $475 million.

The following ratings were placed on review for downgrade:
Highmark Inc. - insurance financial strength rating at Baa1; senior unsecured debt rating at Baa2.

Highmark Inc., based in Pittsburgh, PA, is incorporated as a non-profit corporation and is a licensee of the Blue Cross and
Blue Shield Association. It underwrites various indemnity and managed care health insurance products in Western and Central
Pennsylvania. Through Highmark West Virginia Inc., and Highmark BCBSD, Inc. the company offers BCBS health insurance
products in West Virginia and Delaware. Through its non-Blue branded subsidiaries, the company offers an array of speciaity
products nationwide. For the first nine months of 2012, the company had consolidated GAAP revenues of approximately $9.6
billion. At September 30, 2012, total reserves (assets minus liabilities) were approximately $5.5 billion and total enroliment
(excluding BlueCard and Part D members) was approximately 4.8 million medical members.

http://www.moodys.com/research/Moodys-reviews-Highmarks-ratings-sr-d... 1/28/2013
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Moody's insurance financial strength ratings are opinions of the ability of insurance companies to pay punctually senior
policyholder claims and obligations.

The principal methodology used in rating Highmark was Moody's Rating Methodology for U.S. Health Insurance Companies,
published in May 2011. Please see the Credit Policy page on www.moodys.com for a copy of this methodology.

REGULATORY DISCLOSURES

For ratings issued on a program, series or category/class of debt, this announcement provides certain regulatory disclosures in
relation to each rating of a subsequently issued bond or note of the same series or category/class of debt or pursuantto a
program for which the ratings are derived exclusively from existing ratings in accordance with Moody's rating practices. For
ratings issued on a support provider, this announcement provides certain regulatory disclosures in relation to the rating action
on the support provider and in relation to each particular rating action for securities that derive their credit ratings from the
support provider's credit rating. For provisional ratings, this announcement provides certain regulatory disclosures in relation to
the provisional rating assigned, and in relation to a definitive rating that may be assigned subsequent to the final issuance of
the debt, in each case where the transaction structure and terms have not changed prior to the assignment of the definitive
rating in a manner that would have affected the rating. For further information please see the ratings tab on the issuer/entity
page for the respective issuer on www.moodys.com.

For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this rating action, and
whose ratings may change as a result of this rating action, the associated regulatory disclosures will be those of the guarantor
entity. Exceptions to this approach exist for the following disclosures, if applicable to jurisdiction: Ancillary Services, Disclosure
to rated entity, Disclosure from rated entity.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal entity that has
issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures for each credit
rating.

Stephen Zaharuk

Senior Vice President

Financlal Institutions Group
Moody's Investors Service, Inc.
250 Greenwich Street

New York, NY 10007

U.S.A.

JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-563-1653

Robert Riegel

MD - Insurance

Financial Institutions Group
JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

Releasing Office:

Moody's Investors Service, Inc.
250 Greenwich Street

New York, NY 10007

U.S.A.

JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1663

b
Moobpy’s
INVESTORS SERVICE

© 2013 Moody's Investors Service, Inc. and/or its licensors and affiliates {collectively, "MOODY'S"). All rights reserved.

hitp://www.moodys.com/research/Moodys-reviews-Highmarks-ratings-sr-d... 1/28/2013
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CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. ("MIS") AND ITS AFFILIATES ARE MOODY'S CURRENT
OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES, AND CREDIT RATINGS AND RESEARCH PUBLICATIONS PUBLISHED BY MOODY'S ("MOODY'S PUBLICATIONS")
MAY INCLUDE MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT
COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY
NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN
THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO:
LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND MOODY'S OPINIONS INCLUDED IN
MOODY'S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS AND MOODY'S
PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND
MOODY'S PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD
PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN
INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY'S
PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY AND
EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, AND
NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED,
TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH
PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT
MOODY'S PRIOR WRITTEN CONSENT. All information contained herein is obtained by MOODY'S from sources believed by it to be
accurate and reliable. Because of the possibility of human or mechanical error as well as other factors, however, all information contained
herein is provided "AS I1S" without warranty of any kind. MOODY'S adopts all necessary measures so that the information it uses in
assigning a credit rating is of sufficient quality and from sources Moody's considers to be reliable, including, when appropriate,
independent third-party sources. However, MOODY'S is not an auditor and cannot in every instance independently verify or validate
information received in the rating process. Under no circumstances shall MOODY'S have any liability to any person or entity for (a) any
loss or damage in whole or in part caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or
contingency within or outside the control of MOODY'S or any of its directors, officers, employees or agents in connection with the
procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such information, or (b) any
direct, indirect, special, consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even if
MOODY'S is advised in advance of the possibility of such damages, resulting from the use of or inability to use, any such information. The
ratings, financial reporting analysis, projections, and other observations, if any, constituting part of the information contained herein are,
and must be construed solely as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any
securities. Each user of the information contained herein must make its own study and evaluation of each security it may consider
purchasing, holding or selling. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR
INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCQ"), hereby discloses that most issuers of debt
securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by MIS have,
prior to assignment of any rating, agreed to pay to MIS for appraisal and rating services rendered by it fees ranging from $1,500 to
approximately $2,500,000. MCO and MIS also maintain policies and procedures to address the independence of MIS's ratings and rating
processes. Information regarding certain affiliations that may exist between directors of MCO and rated entities, and between entities who
hold ratings from MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director and Shareholder Affiliation Policy."

For Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License of MOODY'S
affiliate, Moody's Investors Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or Moody's Analytics Australia Pty Ltd ABN 94 105
136 972 AFSL 383569 (as applicable). This document is intended to be provided only to “wholesale clients” within the meaning of section
761G of the Corporations Act 2001. By continuing to access this document from within Australia, you represent to MOODY'S that you are,
or are accessing the document as a representative of, a "wholesale client" and that neither you nor the entity you represent will directly or
indirectly disseminate this document or its contents to "retail clients" within the meaning of section 761G of the Corporations Act 2001.
MOODY'S credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, not on the equity securities of the issuer
or any form of security that is available to retail clients. It would be dangerous for retail clients to make any investment decision based on
MOODY'S credit rating. If in doubt you should contact your financial or other professional adviser.

http://www.moodys.com/research/Moodys-reviews-Highmarks-ratings-sr-d... 1/28/2013

UPE-0021303



DIVIDER PAGE



S&P | Highmark Inc. d/b/a Highmark BCBS & Highmark Blue Shield Outl... Page 1 of 2

The MeGrow -Hill

HOME I HATINGS S&P INDICES S&EP CAPITAL 10 | ARDUT US

Highmark Inc. d/b/a Highmark BCBS & Highmark Blue Shield Outiook
Revised To Negative From Stable; 'A' Rating Affirmed
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* We are concerned about Highmark's operating performance, and the prospect
for additional financial commitments related to its integrated delivery
network strategy.

* We have revieed our outlook on the campany to negative and affirmed our
long-term 'A’' rating.

* We expect Highmark's operating earnings to weaken further in 2013 before
rebounding in 2014.

NEW YORK (Standard & Poor's) Jan. 28, 2013--Standard & Poor's Ratings Services
said today that it affirmed its 'A' long-term counterparty credit rating on
Highmark Inc. d/b/a BCBS & Highmark Blue Shield and revised the outlook to
negative from stable.

"The outlook revision reflects our expectation that Highmark's operating
earnings will weaken further in 2013 primarily because of concessionary
pricing actions implemented during the company's contentious contract
negotiations with UPMC, as well as expenses related to its integrated delivery
IDN strategy and preparing for Healthcare Reform," said Standard & Poor's
credit analyst Jon Reichert. We expect the company's return on revenue (ROR)
to decline to around 1.5% in 2013 from an estimated 2% in 2012. With the
run-off of the concessionary pricing actions in 2013 and the bulk of the
Healthcare Reform preparedness expenditures ending, we expect operating
earnings to improve in 2014, producing an ROR of more than 3% again, which is
in line with our longer-term expectations. The negative outlook reflects our
concern that, at the lower earnings level in 2013, the company is more
susceptible to unexpected expense increases (e.g., higher utilization or
IDN-related expenses), which could impede efforts to return earnings to a
level that supports the ratings.

Our ratings on Highmark continue to reflect the company's strong competitive
position and very strong capitalization. The company has a significant and
well-entrenched position in its core markets of western and central
Pennsylvania, and its diversified services segment (vision, dental, and
stop-loss insurance) provides a considerable degree of both geographic and
earnings diversification, Its consolidated business scale is significant when
considering controlled affiliates and relationships with other Blues.

The negative outlook reflects our expectation that Highmark's operating
earnings will decline further in 2013, and our concern that the company will
not be able to restore earnings to a level supportive of the ratings within
the next two years. We believe WPAHS will continue to be a potential draw on
Highmark's financial resources until it is able to generate sustainable,
positive earnings. Significant financial commitments to WPAHS specifically, or
the broader IDN strategy in general, more than what the company currently

expects will put downward pressure on the ratings. We expect an ROR of around 3gion] | Update Profile { Logout

1.5% for 2013, and longer-term annual RORs of around 3%. We could lower our e search... u
ratings on Highmark if it can't achieve this level of operating performance,
maintain 'AA' capital redundancy, or if our longer-term expectation for Yesearch, Data and Analytics

fixed-charge coverage drops to less than 5x.
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CreditMatters eReports provide extenslve coverage on today's hot
topics in finance, credit markets, and the global economy.
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Complete ratings information is available to subscribers of RatingsDirect on
the Global Credit Portal at www.globalcreditportal.com. All ratings affected
by this rating action can be found on Standard & Poor's public Web site at
www, standardandpoors.com. Use the Ratings search box located in the left
column.

Primary Credit Analyst: Jon D Reichert, New York (1) 212-438-1000;
Jjon_reichert@standardandpoors.com

Secondary Contact: Hema Singh, New York (1) 212-438-1000;
hema_singh@standardandpoors.com
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