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BCBSD, INC. 
BOARD OF DIRECTORS 

FEBRUARY 7, 2007 

A meeting of the Board of Directors ofBCBSD, Inc. was held pursuant to notice on February 7, 2007, at 
the DuPont Country Club, Wilmington, Delaware. The meeting commenced at 9:00 a.m. and the 
following members of the Board, who constituted a quorum, were present: 

Max S. Bell, Jr., Chairman 
Ben Corballis, M.D., Vice Chairman 

Thomas E. Archie 
Bernard J. Daney 

Garrett B. Lyons, D.D.S. 
Robert F. Rider 

Frances M. West 

Also in attendance were the following members of staff: Timothy J. Constantine, President & Acting 
CEO; Christine L. Alrich, Vice President of Corporate Marketing; George H. English, Jr., Vice President 
of Operations; William E. Kirk, III, Vice President, Corporate Secretary & General Counsel; 
Ellen M. Johnson, Executive Assistant to the President & Acting CEO; and Diane M. Coates, Assistant 
to the Vice President of Corporate Marketing. Outside Legal Counsel: Grover C. Brown, Esq., of 
Gordon, Fournaris & Mammarella (representing the BCBSD Board); David S. Swayze, Esq., and 
Michael W. Teichman, Esq., of Park ow ski, Guerke & Swayze, P.A. (representing BCBSD, Inc.); and 
David C. McBride, Esq. of Young, Conaway, Stargatt & Taylor (representing BCBSD, Inc.). Also 
attending: Robert C. Cole, Jr. (Consultant for BCBSD, Inc.); Louis Pavia, Jr., President of 
Care Companion; Dr. Martin Silverstein, Senior Vice President & Global Leader of Health Care Practice; 
and Anne Wilkins, Vice President & Head of North American Payer Practice, The Boston Consulting 
Group; and Jody Voss, Vice President of Business Development, Blue Cross and Blue Shield 
Association. 

Today's meeting was conducted in two parts: 

PART ONE: STRATEGIC PLANNING 

I. Long-Range Strategic Plan 
In advance oftoday's meeting, the Board received a copy of the long-range strategic plan that was 
prepared by The Boston Consulting Group (BCG) for CareFirst, Inc. (CFI) and its subsidiaries. Since 
development of the plan was in process prior to the disaffiliation between CFI and BCBSD, there was 
reference to BCBSD throughout the report relative to long-range vision and strategic priorities. 

The following are highlights ofBCG's report presented at today's meeting: 
• High -level summary of the health care finance and service environment and the challenges facing 

BCBSD and CFI in the marketplace. 
• Major forces impacting health care today. 
• Discussion regarding health care reform proposals that will figure prominently in many candidate 

platforms during the upcoming national and state elections. 
• Discussion regarding the Blues position, especially in the national account business, as well as 

various challenges and opportunities to consider in the next 10 years to ensure a strong position in 
the marketplace. 
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Representatives from BCG, Anne Wilkins and Martin Silverstein, described the major strategic 
priorities and core components that CFI and BCBSD, as non-national players, would need to focus on 
in order to remain competitive in the marketplace over the long term. There was also discussion of 
the current managed care environment and regulatory oversight in the health care insurance industry. 

Dr. Silverstein and Ms. Wilkins departed the meeting at 10:15 a.m. with thanks from the Board for 
attending today's meeting. 

II. Overview of Blue Cross Blue Shield System Affiliations 
Ms. Voss, Vice President of Business Development for the Blue Cross and Blue Shield Association 
(BCBSA), was invited today to present an analysis of Blue Cross Blue Shield (BCBS) mergers and 
affiliations during the past decade. She noted that BCBS Plans lead the industry in enrollment, brand 
strength, service and have enjoyed solid financial performance. The Blues are also experiencing 
record enrollment nationwide, due in large part to the success of the Blue Card product. Ms. Voss 
presented an overview of the types of Plans that make up the nationwide Blues System. She also 
detailed the experiences of four BCBS Plans that have merged or affiliated during the last ten years. 

Ms. Voss also gave an overview of the Association's Blue Health Care Bank. She noted an increase 
in the outsourcing of Blues Plan capabilities to other Blues Plans and the joint development of shared 
assets. 

After discussion, Ms. Voss departed the meeting at 11:50 a.m. with the appreciation of the Board for 
attending today's meeting. 

III. Potential Affiliation and Conversion Options 
Messrs. Swayze and Teichman presented an overview of the types of affiliation and conversion 
options available for a potential partnership between BCBSD and another Blue Plan, as well as the 
regulatory and structural considerations of each option. They described the following scenarios for 
the Board to consider as part of its strategic planning activities: 

• Three forms of organization that are potentially available - health service corporation, stock 
company, and mutual company. 

• Conversions and affiliations options - affiliation with another non-profit, conversion to stock 
for-profit in connection with affiliation, conversion to standalone mutual, and conversion to 
mutual in connection with affiliation. 

• Overview of not-for-profit conversion statute. 

Mr. Swayze described a set of constants that would be part of any conversion or affiliation 
partnership from a governance, BCBSA, and regulatory standpoint. Mr. Teichman stated that any 
arrangement the Board decides to pursue would require a lengthy regulatory process. 

PART TWO: BOARD OF DIRECTORS MEETING 

I. Sale of BCBSD Corporate Headquarters Facility 
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II. President's Report 
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• Interim Administrative Service Agreement with CareFirst - Messrs. Swayze and Teichman 
gave an update on the administrative service fees that BCBSD currently pays to CFI following 
the disaffiliation. As part of the disaffiliation transition plan, an evaluation of the major services 
provided to BCBSD by CFI is underway. Management and counsel proposed to the Board that 
BCBSD and CFI enter into an interim service agreement, which will be in effect until either party 
provides a six -month notice of intent to terminate. BCB SD can also revise parts of the agreement 
whenever it deems appropriate. 

After discussion and upon motion made and seconded, the Board agreed with the 
recommendation of management and counsel to work with CFI management in developing and 
executing an interim service agreement between BCBSD and CFI. 

III. CFI and Other Affiliation Options 
• There was discussion regarding the process that the Board and management would undertake to 

accomplish a partnership with another entity that would prove the most beneficial to BCBSD and 
its stakeholders in the future. A logical process and uniform list of criteria would need to be 
developed for evaluating potential bidders. To accomplish these tasks, a list ofBCBSD's major 
requirements and expectations for use in negotiating with potential bidders would need to be 
produced. In addition, the Board agreed that revised Mission and Vision statements that mirror 
BCBSD's current corporate status and long-range plans would be developed for the Board's 
approval at a meeting in the near future. 

In order to begin the process, the Board agreed with management's recommendation that 
Louis Pavia, Jr., President of Care Companion, be engaged by BCBSD to work with management 
in developing the following: 

• Mission and Vision Statements 
• Criteria for analyzing potential partners 

• The Board also discussed the desire of CareFirst, Inc. to resume a structural relationship with 
BCBSD in the future. Mr. Bell stated that at some point during the search process for a strategic 
partner, a meeting would be arranged between CFI and an appropriate representative of BCBSD to 
discuss CFI's proposal. 

Mr. Constantine reported on the following CFI activities: 
• Search committee activities are underway for the new Chief Executive Officer. 
• John Colmers (former Chairman of the Board ofBCBS of Maryland) resigned from the CFI 

Board effective January 2007 to assume the position of Cabinet Secretary of the Maryland 
Department of Health & Mental Hygiene. 

• A hearing is being scheduled by the Maryland Insurance Commissioner regarding the 
severance package of the former Chief Executive Officer ofCFI (Mr. Jews). 
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IV. Adjournment 

Respectfully submitted: 

Ellen M. Johnson 
Executive Assistant to the President & Acting CEO 
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Outlook E-mail 

From: 
Sent: 

Constantine, Timothy 
7/3/200711:27:22 AM 

To: 
Ce: 

'Robert C. Cole, Jr.'; 'Ipavia@carecompanion.com'; 'McBride, David'; dswayze@pgslegal,com; 'Mike Teichman' 
Kirk, BiII 

Subject: Blue Phoenix Update 

Just a few quick updates ...... 

-Invitation letters and Confidentiality Agreements are being sent this afternoon to Highmark,  
 

-We are making final edits to the Partnership Memorandum. This document will be sent to those plans who have executed a 
Confidentiality Agreement. 

-We are planning to give plans until the end of August to submit their response to the information requested in the 
Partnership Memorandum. 

Please let me know if you have any questions or need additional information. 

Thanks, 

Tim 
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