
 

 

BEFORE THE INSURANCE DEPARTMENT 

OF THE 

COMMONWEALTH OF PENNSYLVANIA 

 

 

Statement Regarding the Acquisition of Control of or Merger with 

Domestic Insurers: 

 

Hospital Service Association of Northeastern Pennsylvania 

  d/b/a Blue Cross of Northeastern Pennsylvania; 

First Priority Life Insurance Company, Inc.; 

HMO of Northeastern Pennsylvania, Inc., 

   d/b/a First Priority Health 

 

By Highmark Inc. 

 

 

BCNEPA RESPONSE TO SUPPLEMENTAL INFORMATION REQUEST 

5.4.8.5 FROM THE PENNSYLVANIA INSURANCE DEPARTMENT 

 

REQUEST 5.4.8.5: 

 

A. Please review the Background section of this letter and inform the Department if the 

statements made there are or are not accurate. Please provide any additional facts that you 

feel would be helpful to give the Department a comprehensive understanding of the 

governance and control of the Public Charity and the Foundation, the proposed transfers 

of assets from BCNEPA to the Public Charity, the Foundation or any other entity (other 

than Highmark) in connection with the Transaction and the operation of the Public 

Charity and the Foundation after closing of the Transaction. 

RESPONSE: 

BCNEPA reviewed the Background section of the Pennsylvania Insurance Department 

Letter dated June 24, 2014 to Jack M. Stover (the “Letter”) and finds that this section is accurate 

except as follows:   

1. On page two of the letter, the first line of the first full paragraph states that the BCNEPA 

response “indicates that AHG and HRC will merge prior to the closing of the 

Transaction…”  BCNEPA, in its response to Information Request 5.4.8.5, in the first line 

of the third full paragraph stated that “[i]t is expected that AHG…and HRC…would 

merge prior to the closing of the Transaction…” 

2. On page three of the letter, in the first line of the first full paragraph, the term “Majority 

Members” should read “Board”.  Please see the last paragraph on page 2 of BCNEPA’s 

response to Information Request 5.4.8.5 for reference. 
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The Letter also requests that BCNEPA provide any additional facts that it feels would be 

helpful.  Such additional facts are included in BCNEPA’s responses to Supplemental  

Information Requests 5.4.8.5.1 through 5.4.8.5.19. 

REQUEST 5.4.8.5.1: 

Please describe how the Public Charity intends to qualify as a public charity, 

providing references to the applicable provisions of the Internal Revenue Code and how 

the Public Charity will meet one of the public support tests under Section 509(a) of the 

Internal Revenue Code. 

RESPONSE: 

BCNEPA certifies to the best of its information, knowledge and belief the following: 

The Public Charity will apply to the Internal Revenue Service for recognition of tax 

exemption as an organization with broad, public support from individual and business donors, 

and grants from governmental entities and other exempt organizations to further the Public 

Charity’s missions.  The Public Charity will seek to qualify under the publicly supported test of 

§509(a)(2) of the Internal Revenue Code and the Treasury Regulations thereunder.   

REQUEST 5.4.8.5.2: 

Please describe the Public charity’s planned fund-raising activities, including any 

draft Documents relating to such fund-raising plans. 

RESPONSE: 

BCNEPA certifies to the best of its information, knowledge and belief the following: 

Because the Public Charity has not yet been formed, its Board of Directors has not yet 

been constituted, and an Executive Director has not yet been selected, the  Public Charity’s fund-

raising activities have not yet been determined.  As such, there currently are no draft Documents 

relating to fund-raising plans.  Nevertheless, it is expected that the Public Charity will, at a 

minimum, engage in vigorous word-of-mouth solicitation of donations and, to that end, its 

anticipated Board of Directors will be both large in number (with a minimum of 31 directors) 

and broadly representative of the Northeastern and North Central Pennsylvania community.  

Board members will be tasked with soliciting funds from their respective constituencies.   

Once constituted, the Board may, for example, seek to raise funds through email and 

phone solicitations; through hosted fundraising events; by creating a website to aid in 

solicitations; and, in all events, by applying for grants from governmental agencies and from 

other exempt organizations, as the Board may decide. 
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REQUEST 5.4.8.5.3: 

Please provide a copy of the changes proposed to be made to the Foundation’s 

Articles of Incorporation and Bylaws and provide a copy of the Public Charity’s draft 

organizational documents, including its proposed Articles and Bylaws. 

RESPONSE: 

 BCNEPA certifies to the best of its information, knowledge and belief that the requested 

Documents have not yet been prepared, but drafts are in process. Drafts of the requested 

Documents will be provided in the near future.  

REQUEST 5.4.8.5.4: 

Please provide a copy of the Public Charity’s draft Form 1023. 

RESPONSE: 

BCNEPA certifies to the best of its information, knowledge and belief that because many 

of the items called for by IRS Form 1023 have yet to be determined, the Public Charity’s draft 

Form 1023 has not yet been prepared.  A draft of the requested Document will be provided in the 

near future.  

REQUEST 5.4.8.5.5: 

Please specifically describe Public Charity’s intended activities (its exempt 

functions). 

RESPONSE: 

BCNEPA certifies to the best of its information, knowledge and belief the following: 

The Public Charity intends to provide or support programs which focus on health, 

education and disease prevention, human services activities, activities which improve the quality 

of life of children and families, activities for the promotion of social welfare, and lessening the 

burdens of government, including, in particular, supporting health care and other purposes that 

complement or supplement the historic mission of BCNEPA, either directly through sponsored 

programs or, by grant making to assist other exempt organizations which carry on such activities 

within the 13 counties of Northeastern and North Central Pennsylvania.  The Public Charity 

intends to explore opportunities to collaborate with existing health care providers and other 

entities and agencies  dedicated to providing better health care and dental care, or addressing 

unmet or underserved health care and dental care needs, within the 13 counties of Northeastern 

and North Central Pennsylvania.   

REQUEST 5.4.8.5.6: 

Please provide (a) a projected balance sheet for the Public Charity as of the date of 

closing of the Transaction; and (b) reasonable good faith estimates of likely income and 

NEPA-004092



 

 4 

 

expenses of the Public Charity for the year after closing of the Transaction and for the next 

2 years. 

RESPONSE: 

BCNEPA certifies to the best of its information, knowledge and belief that a projected 

balance sheet for the Public Charity as of the date of closing of the Transaction, and a reasonable 

good faith estimate of income and expenses of the Public Charity for the year after closing and 

the following two years, prepared by BCNEPA based on information currently available to it, are 

attached hereto. 

REQUEST 5.4.8.5.7: 

What is projected to be the fair market value of AHRC at the time that all of the 

capital stock of AHRC is contributed to the Public Charity (i.e. at the time of closing of the 

Transaction after AHG and HRC have been merged, the name of the surviving entity has 

been changed to AHRC and any contributions have been made by BCNEPA to AHRC, 

AHG and/or HRC) and how was such fair market value determined? 

RESPONSE: 

 BCNEPA certifies to the best of its information, knowledge and belief that although a 

qualified appraisal of the fair market value of AHRC as of the time of its contribution to the 

Public Charity will be obtained as the closing of the Transaction draws closer, BCNEPA 

estimates, based solely on a discounted cash flow analysis performed internally and considering 

AHRC’s projected net worth assuming the proposed $20 million contribution has been made to 

HRC, that the fair market value of AHRC at closing could be between $30 million and $40 

million. 

REQUEST 5.4.8.5.8: 

Please provide (a) a projected balance sheet for AHRC as of the date of closing of 

the Transaction; and (b) reasonable good faith estimates of likely income and expenses of 

AHRC for the year after closing of the Transaction and for the next 2 years. 

RESPONSE:  

 BCNEPA certifies to the best of its information, knowledge and belief that a projected 

balance sheet for AHRC as of the date of closing of the Transaction, and a reasonable good faith 

estimate of income and expenses of AHRC for the year after closing and the following two 

years, prepared by BCNEPA based on information currently available to it, are attached hereto 

(based on the assumptions described therein). 

REQUEST 5.4.8.5.9: 

Will the Public Charity own stock in any other corporations other than AHRC?  If 

so, please describe in detail. 
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RESPONSE: 

BCNEPA certifies to the best of its information, knowledge and belief that it is not 

anticipated that the Public Charity will own stock in corporations other than AHRC, except as 

part of the  investment of its assets that comprise its investment portfolio. 

REQUEST 5.4.8.5.10: 

Will the Public charity hold interests (member, partner, stock) in any entities 

subject to pass-through taxation under the Internal Revenue Code (LLCs, partnerships, S 

corporations)?  If so, please describe in detail. 

RESPONSE: 

BCNEPA certifies to the best of its information, knowledge and belief that it is not 

anticipated that the Public Charity will hold interests in any pass-through entities. 

REQUEST 5.4.8.5.11: 

To the extent known, please provide the names of the proposed initial Majority 

Board Members of the Public Charity or at least the specific types of individuals who will 

be appointed to the board of the Public Charity and the process by which Majority Board 

Members will be chosen, both initially and subsequently. 

RESPONSE: 

BCNEPA certifies to the best of its information, knowledge and belief the following: 

A committee consisting of certain members of the Board of Directors of BCNEPA (the 

“Volunteer Committee”) is working to identify candidates to serve as the initial Majority Board 

Members of the Public Charity.  The Volunteer Committee hopes to recruit Majority Board 

Members who are broadly representative of the community and who would agree to work 

diligently to enhance the Public Charity’s mission.  Among the selection considerations are 

broad geographic coverage throughout the 13 counties of Northeastern and North Central 

Pennsylvania; industry leaders; educators; healthcare professionals and other persons with 

healthcare backgrounds; members of the religious community; individuals who work for other 

exempt organizations; government officials and/or members of their staffs; and other persons 

interested in helping to improve the health and welfare of the residents of Northeastern and 

North Central Pennsylvania.  The Volunteer Committee intends to request current members of 

BCNEPA who are not members of the Board of Directors of BCNEPA to serve as initial 

Majority Board Members. The subsequent Majority Board Members will be determined by the 

then existing Board of Directors of the Public Charity. 

REQUEST 5.4.8.5.12: 

To the extent that BCNEPA's response to this letter does not identify the Majority 

Members of the Public Charity or the entire board of the Foundation, please describe when 
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it is expected that the identity of the Majority Members (of the Public Charity) and the 

complete list of the Foundation's board members will be made available. 

RESPONSE: 

BCNEPA certifies to the best of its information, knowledge and belief the following: 

The Board of Directors of the Foundation will initially consist of  the current members of 

BCNEPA’s Board (who are identified in the Department’s request letter), other than the ex-

officio director, as well as certain current members of the Board of Directors of the Foundation 

who are willing to serve.   

It is difficult to predict at this time when all of the Majority Members of the Public 

Charity’s Board will have been selected and will have agreed to serve.  As noted in the response 

to 5.4.8.5.11, the Volunteer Committee of BCNEPA is currently engaged in the process of 

identifying potential candidates for the Board of the Public Charity.  

REQUEST 5.4.8.5.13: 

Please provide a description of the nature and extent of any Financial Relationships 

that exist or are anticipated to exist between or among any current or former members of 

the Board of Directors, officers, directors, employees of any BCNEPA Entity, and/or the 

immediate family of any of the foregoing, on the one hand; and, on the other hand, the 

Public Charity, the Foundation and/or AHRC. 

RESPONSE: 

BCNEPA certifies to the best of its information, knowledge and belief the following: 

BCNEPA is not aware of any current or former officer, director or employee of any 

BCNEPA Entity or any of their immediate family that has or is anticipated to have, directly or 

indirectly, any ownership or investment interest in the Public Charity, the Foundation or AHRC.    

The current members of the Board of Directors of AHG also constitute the members of 

the Board of Directors of BCNEPA and are members of BCNEPA. Certain members of the 

Board of Directors of AHG are also members of the Board of Directors of other BCNEPA 

Entities.  The current members of the Board of Directors of AHG (excluding the ex officio 

member) would continue as the Board of Directors of AHRC and it is expected that the current 

employees of HRC (AHG has no employees) would continue as employees of AHRC.  The 

Board of Directors of AHRC would appoint the officers of AHRC, some or all of which could be 

current officers of a BCNEPA Entity. The current president of HRC has an employment 

agreement with HRC that would continue in effect in accordance with its terms.  Five other 

employees of HRC have employment agreements with HRC which can be terminated without 

cause by either party giving between 30 and 45 days’ notice and those employment agreements 

would continue in effect in accordance with their terms. HRC may attempt to negotiate an 

extension of an employment agreement with the current president of HRC and may negotiate 

employment agreements with one other officer of HRC in contemplation of the closing of the 

Transaction and HRC/AHRC not being owned by BCNEPA. 
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 The current members of the Board of Directors of BCNEPA (excluding the ex officio 

member), as well as the current members of the Board of Directors of the Foundation who are 

willing to serve, would serve on the Board of Directors of the Foundation.  The current members 

of the Board of Directors of BCNEPA (excluding the ex officio member) would serve on the 

initial Board of Directors of the Public Charity.   

REQUEST 5.4.8.5.14: 

What relationships, if any, will the Foundation and the Public Charity have or 

maintain? 

(A) Is it anticipated that the Foundation will contribute funds to the Public 

Charity; and, if so, approximately how much is the Foundation expected to contribute to 

the Public Charity each year? 

(B) In addition to the members of the BCNEPA board, will directors, officers 

and/or employees of the Public Charity serve as directors, officers and/or employees of the 

Foundation? Will the directors, officers and/or employees of any other organization (e.g., 

AHRC, etc.) serve as directors, officers, and/or employees of the Public Charity by virtue of 

their position as director, officer, and/or employee of the other organization.  

The Department understands the current directors of BCNEPA will serve as 

directors on both the Public Charity and the Foundation. 

(C) In addition to the current members of the BCNEPA board, will the directors, 

officers and/or employees of the Foundation serve as directors, officers and/or employees of 

the Public Charity? Will the directors, officers and/or employees of any other organization 

(e.g., AHRC, etc.) serve as directors, officers, and/or employees of the Foundation by virtue 

of their position as director, officer, and/or employee of the other organization. The 

Department understands the current directors of BCNEPA will serve as directors on both 

the Public Charity and the Foundation. 

(D) Is any member of the Board of Directors of BCNEPA or any relative of any 

of them currently employed or expected to be employed after the Transaction has closed by 

AHG, HRC and/or AHRC? 

(E) Please describe whether and to what extent any entity owned or controlled by 

any member of the Board of Directors of BCNEPA or any relative of any of them currently 

have a business relationship whereby that entity receives (or will receive after closing of the 

Transaction) compensation in any form from AHG, HRC and/or AHRC. 

RESPONSE: 

BCNEPA certifies to the best of its information, knowledge and belief the following: 

(A) –  Whether the Foundation will contribute to the Public Charity and, if so, in what 

amounts will be determined by the Board of Directors or the Grant Committee, if any, of the 

Foundation.   
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(B), (C) – The current members of the Board of Directors of BCNEPA (other than the ex-

officio director) will also serve as directors of the Public Charity and will also serve as directors 

of the Foundation.  A majority of the Public Charity’s directors, however, will not be directors of 

the Foundation.   

The current members of the Board of Directors of BCNEPA (other than the ex-officio 

director) will serve as directors of AHRC.   

It is not expected that officers or employees of AHRC, other than the Chairman of the 

Board of AHRC, will also be officers, directors or employees of either the Public Charity or the 

Foundation.   

It is anticipated that the Public Charity and the Foundation will seek to minimize 

operating costs.  To that end, it is expected that these two exempt organizations will share 

officers, employees and facilities to the extent possible, with their compensation to be allocated 

between the Public Charity and the Foundation.   

(D) – To the knowledge of BCNEPA’s senior management, based on a review of annual 

conflict of interest questionnaires completed by the Board of Directors of BCNEPA and 

employees of HRC, no member of the Board of Directors of BCNEPA or any relative of any of 

them is currently employed by AHG, HRC and/or AHRC, and no such employment is currently 

expected after the Transaction has closed. 

(E) – To the knowledge of BCNEPA’s senior management, based on a review of annual 

conflict of interest questionnaires completed by the Board of Directors of BCNEPA and 

employees of HRC, no entity owned or controlled by any member of the Board of Directors of 

BCNEPA or any relative of any of them currently have a business relationship whereby that 

entity receives compensation in any form from AHG, HRC and/or AHRC and no such 

relationship is currently expected after the Transaction has closed, other than those which arise in 

the ordinary course of business. 

REQUEST 5.4.8.5.15: 

Please describe the advantages and disadvantages of permitting the Foundation to 

remain in existence after formation of the Public Charity. Please describe the reasons for 

the decision not to combine the assets of Foundation and the Public Charity and dissolve 

the Foundation. 

RESPONSE: 

BCNEPA certifies to the best of its information, knowledge and belief the following: 

The Foundation has operated for 12 years and was long ago determined by IRS to be a 

tax-exempt organization.  As such, following the expected BCNEPA donation, the Foundation 

can immediately use the donated funds to expand the scope and degree of its charitable activities 

without having to obtain IRS approval.   
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The rules of §4943 of the Internal Revenue Code effectively preclude private foundations 

from owning an entity like AHRC.  Accordingly, in order that any increase in value of AHRC 

can accrue to the benefit of its intended charitable donees, the Public Charity will be created, in 

part, to accept the donation from BCNEPA of AHRC.  The Internal Revenue Code requires 

newly formed charitable organizations to seek and obtain from IRS a favorable determination 

letter as to their exempt status.  Because of the well-known problems at the IRS Exempt 

Organizations Branch, organizations applying for recognition of their exempt status are currently 

experiencing waiting times in excess of 12 months for IRS to process their applications.  If the 

Foundation were to seek to convert to public charity status, it would need a new IRS 

determination letter, its charitable activities would, accordingly, be impaired during the pendency 

of its determination letter request, and its ability to own AHRC without running afoul of the 

penalties and proscriptions of §4943 would remain in doubt throughout this period.  

To address any potential extra expenses that may be incurred by the existence of the 

Foundation and the Public Charity, it is anticipated that the Public Charity and the Foundation 

will seek to minimize operating costs, by sharing officers, employees and facilities to the extent 

possible, with their compensation to be allocated between the Public Charity and the Foundation. 

REQUEST 5.4.8.5.16: 

What is the anticipated annual cost of administration of each of (a) the Foundation 

and (b) the Public Charity? 

(A) How many individuals is each entity expected to employ? 

(B) How much of those administrative expenses could be eliminated if the assets 

of the Foundation were contributed to the Public Charity and the Foundation dissolved? 

RESPONSE: 

BCNEPA certifies to the best of its information, knowledge and belief the following: 

The Volunteer Committee of BCNEPA is currently analyzing the staffing needs of the 

Foundation and the Public Charity and expects to retain a search firm to assist in finding an 

Executive Director for these organizations.  Although it is not yet known what the annual cost of 

administration will be, the Foundation and the Public Charity will seek to minimize costs by 

sharing employees and, hopefully, procuring free or low-cost office space within which to locate 

the organizations.  In addition, the Boards of Directors of the Foundation and Public Charity will 

be very active in the affairs of these organizations, and the directors will be volunteers.  

Nevertheless, a reasonable good faith estimate of the annual administrative expenses of the 

Foundation and the Public Charity, prepared by BCNEPA based on information currently 

available to it,  is attached hereto. It is currently estimated that the total number of employees of 

the Foundation and Public Charity combined will be five. Because of the sharing of expenses 

described above, it is anticipated that the amount of administrative expenses that could be 

eliminated by dissolving the Foundation would be immaterial. 
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REQUEST 5.4.8.5.17: 

Please describe the criteria to be used in determining how much of the $90 or $100 

million of funds are to be allocated between the Foundation and the Public Charity. 

RESPONSE: 

BCNEPA certifies to the best of its information, knowledge and belief the following: 

It is expected that after BCNEPA’s proposed $20 million contribution to AHRC, 

approximately $3 million-$10 million of the initial $70 million will be contributed to the Public 

Charity and the remaining $67 million-$60 million will be contributed to the Foundation.  It is 

expected that the additional $10 million contribution by Highmark, if made, will go to the 

Foundation.   

The principal reason for this proposed allocation, as described above in the response to 

5.4.8.5.15, is that the Foundation can immediately begin to deploy its assets, or the earnings 

thereon, to carry out its charitable mission.  In addition, the size of this contribution will enable 

the Foundation to undertake larger programmatic activities, in addition to its grant-making 

activities.   

REQUEST 5.4.8.5.18: 

With respect to the Foundation: 

(A) To whom does the Foundation make contributions for purposes of the rules 

on qualifying distributions under Section 4942 of the Code? Will the Foundation continue 

to make these contributions following closing of the Transaction? 

(B) Have any decision been made as to what other organizations, if any, 

contributions will be made by the Foundation after the closing of the Transaction? If not, 

has any criteria been developed pursuant to which the Foundation will make grants 

following closing of the Transaction? 

(C) Please provide a copy of the Forms 990-PF for the Foundation for the last 

three years as filed with the IRS. 

(D) Please provide a copy of the Form 1023 filed on behalf of the Foundation and 

the determination letter received by the Foundation from the IRS. 

RESPONSE: 

BCNEPA certifies to the best of its information, knowledge and belief the following: 

The Foundation has historically made grants to §501(c)(3) organizations which are public 

charities.  Following the Transaction, the Foundation expects to continue to make larger 

contributions to public charities in Northeastern and North Central Pennsylvania that have 

missions similar to those of the Foundation.  If its Board so decides, the Foundation may also 
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develop, fund and support self-designed charitable programs which are larger in scope.  The 

Foundation’s annual charitable giving will be at least an aggregate amount sufficient to avoid the 

excise tax on failure to distribute income under Code §4942.   

Copies of the Foundation’s last three Forms 990-PF are attached.  The Form 1023 filed 

on behalf of the Foundation and the determination letter received by the Foundation from the 

IRS are attached to BCNEPA’s responses to Information Requests 6.1.1.7 and 6.1.1.8.   

REQUEST 5.4.8.5.19: 

Please provide a draft of a public filing that will make meaningful public disclosure 

of the proposed contribution of funds out of BCNEPA's surplus; the entities that will 

receive those funds; the individuals who will govern those entities; the role AHRC will play 

in the proposed donation and subsequent operation of the Public Charity; and the subjects 

of future distributions (contributions to other entities) to be made by the Public Charity 

and the Foundation and/or other activities of the Public Charity or the Foundation. 

RESPONSE: 

BCNEPA certifies to the best of its information, knowledge and belief the following: 

The Form A, under the title “Social Commitments,” and BCNEPA’s responses to 

Information Requests 5.4.8.5, 5.4.8.5.5, 5.4.8.5.7, 5.4.8.5.17 and 5.4.8.5.18 include meaningful 

public disclosure of the proposed contribution of funds out of BCNEPA’s surplus and the entities 

that will receive those funds.   

BCNEPA’s responses to Information Requests 5.4.8.5, 5.4.8.5.11 and 5.4.8.5.12 include 

meaningful public disclosure of currently available information concerning the individuals who 

will govern the entities that will receive the proposed contribution of funds out of BCNEPA’s 

surplus. 

As a wholly owned subsidiary of the Public Charity, it is not anticipated that AHRC will 

have a role in the proposed donation and subsequent operation of the Public Charity.   

The subjects of future distributions (contributions to other entities) to be made by the 

Public Charity and the Foundation and/or other activities of the Public Charity or the Foundation 

are expected to be consistent with the activities described in BCNEPA’s responses to 

Information Requests 5.4.8.5, 5.4.8.5.5 and 5.4.8.5.18.  However, for various reasons, the 

identity of the subjects of future distributions by the Public Charity and the Foundation is not 

currently known and is not readily foreseeable.  The Public Charity does not currently exist and 

its Board of Directors has not yet been constituted.  The Foundation’s Board of Directors as it is 

expected to be constituted at the closing of the Transaction does not currently exist.  As such, 

there currently are no final or draft Documents related to the guidelines that would be used to 

review requests for contributions from either the Public Charity or the Foundation as it will exist 

following the closing of the Transaction. 
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       Hospital Service Association of  

       Northeastern Pennsylvania 

       d/b/a Blue Cross of Northeastern  

       Pennsylvania (“BCNEPA”) 

       19 North Main Street 

       Wilkes-Barre, PA 18711 
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PARENT COMPANY ONLY

PROJECTED
AT CLOSING

CASH, CASH EQUIVALENTS AND INVESTMENTS………………… 10,000$        

INVESTMENT IN AHRC……………………………………………………          29,994 

TOTAL ASSETS…………………………………………………………… 39,994$        

LIABILITIES………………………………………………………………… -$                  

NET ASSETS……………………………………………………………… 39,994          

TOTAL LIABILITIES AND UNRESTRICTED NET ASSETS…………… 39,994$        

LIABILITIES AND NET ASSETS

 PUBLIC CHARITY

PROJECTED BALANCE SHEET
CLOSING DATE

(IN THOUSANDS OF $)

ASSETS
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PARENT COMPANY ONLY

PROJECTED PROJECTED PROJECTED
Year 1 Year 2 Year 3

REVENUES:
Public donations……………………………………………… $            400  $            400  $            400 
Net Investment income………………………………………               200                200                200 

Total revenues……………………………………               600                600                600 

EXPENSES:
Grants…………………………………………………………                502                499                496 
Operating and administrative expenses............................                  98                101                104 

Total expenses………………………………….                600                600                600 

Excess of revenues over expenses before AHRC earnings -$              -$              -$              

FOR THE THREE YEARS AFTER CLOSING
(IN THOUSANDS of $)

PUBLIC CHARITY

 PROJECTED STATEMENTS OF INCOME AND EXPENSES
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PROJECTED
AT CLOSING

CASH, CASH EQUIVALENTS & INVESTMENTS………………………… 24,739$         
ACCOUNTS RECEIVABLE…………………………………………………… 7,521             
PROPERTY & EQUIPMENT………………………………………………… 804                
PREPAID EXPENSES AND OTHER ASSETS……………………………… 332                
DEFERRED INCOME TAXES, NET…………………………….…………… 54                  
GOODWILL……………………………………………………………………… 2,735             

TOTAL ASSETS………………………………………………………………… 36,185$         

ACCOUNTS PAYABLE AND OTHER LIABILITIES………………………… 6,191$           

STOCKHOLDER'S EQUITY:
Common capital stock, no par value, 6,000,000 shares 
authorized, 51,386 shares issued and outstanding………… 859                
Additional paid-in capital…….………………………………… 53,812           
Retained earnings (accumulated deficit)……………………… (24,677)         

29,994           

TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY…………………… 36,185$         

ALLONE HEALTH RESOURCES CORPORATION
 PROJECTED BALANCE SHEET

(IN THOUSANDS OF $)

ASSETS

LIABILITIES AND STOCKHOLDER'S EQUITY

CLOSING DATE
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PROJECTED PROJECTED PROJECTED
Year 1 Year 2 Year 3

REVENUES:
Revenue and other income……………………………………          39,359           44,465           50,597 

EXPENSES:
Operating and administrative expenses............................           38,918           44,056           49,127 

INCOME BEFORE INCOME TAXES……………………………………                441                409             1,470 

PROVISION FOR INCOME TAXES....................................................                176                164                588 

NET INCOME………………………………………………………………  $            265  $            245  $            882 

ALLONE HEALTH RESOURCES CORPORATION
PROJECTED STATEMENTS OF OPERATIONS

FOR THE THREE YEARS AFTER CLOSING
(IN THOUSANDS of $)

The Projected Statements of Operations for AllOne Health 
Resources Corporation are based on an organic growth plan that 
contemplates significant investments in  sales, marketing and 
information technology infrastructure and capabilities.  While 
acquisitions to accelerate the growth plan will be evaluated, none 
are incorporated into these projections. 
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Total
Annual Public Private

Expense Charity Foundation
 (1) Executive Director / Development:
  Salary……………………………………....…………….……………… 150$       19$                131$             
  Taxes / Benefits / Incentives……………………………………....… 75           9                    66                 
  Expenses……………………………………....…………….………… 12           2                    10                 
    Total……………………………………....…………….……………… 237         30                  207               

Support Staff:
 (2) Grant Specialist/Program Manager - Salary & Benefits………… 170         21                  149               
 (1) Administrative Assistant - Salary & Benefits…………………… 54           7                    47                 
 (1) Bookkeeping - Salary & Benefits………………………………… 75           9                    66                 
   Total Support Staff……………………………………....…………… 299         37                  262               

Other Expense:
Office space……………………………………....…………….……… 45           6                    39                 
Equipment / telephone / supplies…………………………………….. 20           3                    17                 
Website hosting / promotion / marketing……………………………… 25           3                    22                 
Insurance (D&O)……………………………………....…………….… 50           6                    44                 
Legal / Audit / Accounting Fees…………………………………….... 100         13                  87                 
   Total other expense……………………………………....…………… 240         31                  209               

Total Foundation Expenses before investment expenses………… 776$       98$                678$             
.

[----allocation of expense----]

ESTIMATED ANNUAL ADMINISTRATIVE EXPENSES - FOUNDATION AND PUBLIC CHARITY
(IN THOUSANDS OF $)

It is assumed that the administration of both the Public Charity and Private 
Foundation will be performed by a common staff.  Expenses will be allocated to 
the respective organizations based on the relative size of the investment 
portfolios - initially $10 million  (12.5%) for the Public Charity and $70 million 
(87.5%) for the Private Foundation. 
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