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Steven J. Junior

State of Wisconsin

Office of the Commissioner of Insurance
121 East Wilson Street

Madison, WI 53707-7873

Re: Blue Cross Conversion
Dear Mr. Juntor:

Tom Rose requested I fax to you the attached BCBSA Board Approval of the
Wisconsin Licensure Resolution.

Sincerely.

/‘J y . I

[ S SR j',

Sue Bond, Secretary to
Thomas Rose
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hup://www . bluecares.com

Via Fax and Federal Express

March 16, 2001

Stephen E. Bablitch

Vice President and General Counsel

Blue Cross & Blue Shield United of Wisconsin
401 West Michigan Street

Milwaukee, Wisconsin 53203

Dear Stephen:

| am pleased to inform you that on March 15, 2001, the BCBSA Board of
Directors and Member Plans approved the attached Wisconsin Licensure
resolution (see Exhibit A). Subject to satisfaction of all the terms of the attached
resolution and providing BCBSA with final, acceptable documentation as outlined
in my letter to Michelle Webb dated March 12, 2001, BCBSA will be prepared to:

1.

Execute Blue Cross and Blue Shield primary license agreements and License
Addendum for Cobalt Corporation in the service area that BCBSA currently
authorizes Blue Cross & Blue Shield United of Wisconsin ("BCBSUW") to use
the Names and Marks;

Execute Blue Cross and Blue Shield Controlled Affiliate License Agreements,
subject to the larger affiliate standards, for BCBSUW in the service area that
BCBSA currently authorizes BCBSUW to use the Names and Marks;

Execute Blue Cross and Blue Shield Controlled Affiliate License Agreements.
subject to the larger affiliate standards, for Compcare Health Services
Insurance Corporation in the service area that BCBSA currently authorizes
BCBSUW to use the Names and Marks: and

Execute Blue Cross and Blue Shield Controlled Affiliate License Agreements,
subject to the government non-risk standards, for United Government
Services, LLC in the service area that BCBSA cumently authorizes BCBSUW
to use the Names and Marks.

USA

K8

CUIKLa) [leabsls Lantorame

Stanmuh o' the 2N
U OQyaupier {ssnlis

RECEIVED TIME MAR. 16. 10:09AM PRINT TIME MAR 16. 10:17AM



16-Mar=01 11:18am  From-BCBSA +3122975904 T-038 P.03/i7 F-219

Mr. Stephen E. Bablitch
Page 2

Thank you for your continued cooperation. If you have any questions, please do
not hesitate to call me at 312.297.5643 or e-mail at bob.leahey@bcbsa.com.

Sincerely,

/M/%x‘f

Robert A. Leahey
Brand Protection and Flnanc;al Services

Attachment
cc: Joe Branch, Esq., Foley & Lardner
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FWisconsin Licensure Resolution

\

Action
Requested by
the Plan
Performance &
Financial
Standards
Committee

Summary

RECEIVED TIME MAR. 16

BCBSA Board and Member Plans:

Approve the amended Wisconsin licensure resolution walving the automatic.
termination provisions in Paragraph 9(D) of the License Agreement as to the
Foundation only, subject to the conditions included in the amended
‘resolution.

BCBSA Board:

Subject to compliance with the amended Wisconsin licensure resolution,
completion of the transaction and providing BCBSA with final, acceptable
documentation:

1. Transfer BSBSUW's primary licenses and issue a new license addendum
to Cobalt Corporation for the same service area that BCBSA currently
authorizes BCBSUW to use the Marks;

2. Grant larger affillate licenses to BCBSUW for the same service area that
BCBSA currently authorizes it to use the Marks; and

3. Transfer the sponsorship of BCBSUW, Compcare Health Services
Insurance Corporation and United Government Services, LLC.

At its September 1999 meeting, the BCBSA Board of Directors and Member Plans
first approved a resolution related to Blue Cross & Blue Shield United of
Wisconsin's (“BCBSUW’) contemplated restructuring. In March 2000, BCBSUW's
amended plan of conversion was approved by the Wisconsin Insurance
Commissioner, subject to certain conditions. In June 2000, the BCBSA Board of
Directors and Member Plans approved an amended resolution related to
BCBSUW's latest contemplated restructuring, subject to compliance with the
amended Wisconsin licensure resolution, completion of the contemplated

_ transaction and providing BCBSA with final, acceptable documnentation. At its

November 2000 meeting, the BCBSA Board of Directors and Member Plans
extended the amended resolution until March 2001 since the transaction is still
contemplated but not completed.

BCBSUW has now revised Its plan of conversion and combination with United
Wisconsin Services, Inc. (“UWSI™; an existing affiliate and publicly-traded company
of BCBSUW) necessitating further amendments to the licensure resolution. Also,
because of the delay in consummating the transaction, the resolution reflects a new
sunset at the June 2001 Board Meeting. BCBSUW's latest proposed plan of
conversion and combination with UWSI has been approved by BCBSUW and
UWSI's Boards of Directors. The prior proposed transaction has been approved by
Wisconsin Insurance Commissioner, subject to certain conditions in the
Commissioner's order, but the revised transaction has not yet received formal
approval. BCBSUW and UWSI expect to complete the revised transaction in March
2001, subject to the approval of:

¢ UWSI shareholders in a special meeting on February 23, 2001,
» Wisconsin Insurance Commissioner; and
BCBSA.

10:09AM PRINT TIME MAR. 16. 10:17AM
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BCBSUW's revised transaction reflects material changes from the prior
contemplated transaction. The end result of both the original and now-revised

proposals is the same insofar as the Foundation ends up owning approximately
75% of the publicly traded, holding company which is a primary licensee of BCBSA
and which has several subsidiaries licensed as Controlied Affiliates. The Plan has
indicated that the primary motivation for the revised structure was a desire to take
adva{\tage of certain tax loss carry forward benefits allowable under the new
structure.

The revised proposed transaction, includes a series of mmuhan_e_gugtransachons.
including:

1. A conversion of BCBSUW from an insurance service corporation into a stock
corporation;

2. Wisconsin BC Holdings LLC, & Wisconsin Limited Liability Corporation ( BC
Holdings") and wholly-owned subsidiary of Wisconsin United for Health '
Foundation, Inc. (“Foundation™) will simultaneously

(a) be issued all of the outstanding shares of BCBSUW,

(b) exchange ali of its BCBSUW shares for 31,313,390 shares of newly issued
common stock of UWSI and $500,000 in cash; and

(c) dissolve and distribute all of its UWSI stock and cash to the Foundation.

3. Immedistely after the proposed Transaction, the Foundation will own
approximately 77.5% of the shares of the UWS) and preside over the liquidation
of such stock over a five year period and the estimated public ownership of

UWSI will be reduced to 22.5% from the current 53.4%;

4. UWSI will become the new primary licensee. BCBSUW and Compcare Heaith
Services Insurance Corporation (“Compcare”) will become wholly-owned
subsidiaries of UWSI and larger controlled affiliate licensees; and

. 5. UWSI will change its legal name to Cobalt Corporation (“Cobalt”) and begin
trading under the ticker symbol “CBZ" on the New York Stock Exchange.

BCBSUW's revised financial projcctions based on the latest contemplated
transaction indicates that Cobalt, BCBSUW and Compcare wiil be above BCBSA's
minimum MCO-RBC% requirement but below BCBSA's PPRP monitoring
thresholds, necessitating continued inclusion in PPRP monitoring at the Concem
stage level for BCBSUW and Compcare and Cobalt being included in monitoring at

the Concemn stage.

As previously contemplated, the initial members of the Foundation’s board of
directors will be the individuals who are specifically identified in the Commissioner’s

Order.

Because the Foundation will initially hold more than 20% of the equity and 5% of
the voting power of UWSI, a conditional waiver of the License Agreements’
ownership limits is required. As in prior transactions, and the Wisconsin transaction

as originally proposed, BCBSA has protected its interests by imposing specified

RECEIVED TIME MAR. 16 10:09AM PRINT TIME MAR. 16. 10:17AM



1-088  P.06/17  F-218
J6-Mar-01 11:1%am  From=BCBSA +3122878604 vau £1, CONUNUGA

conditions for continued licensure (s.g., the Foundation selling down its stock over
a defined period, the Foundation agreeing to a Voting Trust Agreement that binds it
to vote its stock with the Plan Board, etc.).

The revised Wiscansin praposal introduces, for tax reasans, an intermediate step in
the acquisition of the Plan’s stock by the Foundation: BC Holdings. BC Holdings is
itself owned by the Foundation and will simultaneously acquire stock in the Pian,
transfer it to the Foundation and then dissolve itself. The amended approval
resolution contains the following additional protections with respect to BC Holdings:

1. BC Holdings will sign as a party to the Voting Trust Agreement.

2. BC Holdings will obtain its BCBSUW and UWSI stock, transfer ali such stock to
the Foundation and dissolve itself all simultaneously on the closing date of the
Transaction;

3. BC Holdings will not have any involvement in the nomination process for
directors of Cobalt's Board of Directors; and

4. BC Holdings' Board being independent of any government authority or its agents,
other than customary regulatory powers of the Office of the Commissioner of
Insurance or other State Officials over simijarly situated entities.

The Commissioners order, among other things, requires that the public float .
following the Transaction, excluding the Foundation holdings in the merged entity,
N have a minimum aggregate market value of at least $50 million. As of the date of
the mailing, the public float of these shares totaled $54.7 million. Failure to meet
this condition, could jeopardize the closing of BCBSUW's proposed transaction.

If approved by the BCBSA Board and Member Plans, the amended licensure
resolution and license addendum will only permit BCBSA to transfer
BCBSUW'’s primary licenses to Cobalt, execute a new license addendum with
Cobalt, relicense BCBSUW as a larger affillate and transfer sponsorship of
BCBSUW, Compcare and UGS if all of the following conditions are met:

Completion of the contemplated transaction; and

BCBSUW receiving final regulatory approval from the Wisconsin
Commissioner of Insurance; and

UWSI receiving shareholder approval; and

Full compllance with the amended licensure resolution, License
Agreements and License Addendum;

BCBSA's receipt of final and acceptable documentation, and

Cobalt, BCBSUW and Compcare MCO-RBC % each being above BCBSA's
minimum capital requirements at the closing of the proposed transaction.

I N

A red-lined version of the resolution, containing changes to accommodate the

~ revised Wisconsin proposal is attached as Exhibit A. A clean copy of this resolution
is attached as Exhibit B. The Committee recommends approval of the revised
wisconsin resolution.

RECEIVED TIME MAR. 16. 10:09AM PRINT TIME MAR. 16, 10:17AM
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N/A

N/A

N/A

1. To approve the waiver of paragraph 9(D) in the License Agreement related
to BCBSUW's proposed corporate reorganization: Majority of the Board -
Members present and voting and a majority of the weighted and unweighted
vote of all disinterested Regular Member Plans.

2. To approve the license transfer of BCBSUW's primary licenses to Cobalt
Corporation, grant larger affiliate licenses to BCBSUW and transfer of
sponsorship of BCBSUW, Compcare and UGS to Cobalt: A majority of the
Board Members present and voting.

Steven D. Putziger
Executive Director, Brand Protection and Financial Services

312.297.6391; steve.putziger@bcbsa.com

Mark A. Orloff
Vice President and Assistant Corporate Secretary

312.297.6025; mark.oroff@bcbsa.com

RECEIVED TIME MAR. 16. 10:09AM PRINI TIME MAR. 16, 10:17AM
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WISCONSIN LICENSURE RESOLUTION

WHFREAS, the Blue Cross and Blue Shield Association ("BCBSA?”) Plan Performanec

and Financial Standards Commitiee (“PPFSC”) is charged by the BCBSA Board of
Directors with making recommendations to such Board concerning the use of the BLUE
CROSS® and BLUE SHIELD® Service Marks, including but not limited 10 the licensure ~
of such Marks; and ?

WHEREAS, BCBSA has adopted certain provisions regarding ownership of the stock of ‘
any for-profit Members or licensees for the protection of the Marks and consistent thh

BCBSA'’s purposes; and

WHEREAS, Blue Cross and& Blue Shield United of Wisconsin (‘BCBSUW™), a |
Primary BLUE CROSS® and BLUE SHIELD® Licensee and Regular Member of
BCBSA, has advised the PPFSC of a proposed corporate reorganization involving a
series of related, simultaneous transactions (together, the “Transaction”) as follows: (1) |
BCBSUW will convert from a not~for-proﬁt service insurance corporation to a for-profit
stock insurance comp&ny:p_oratm m accordancc wnh WlSCODSln law {Q}-BGBSUZWJ.\&H

00%ofthe-eawd slae-ia-B the-time-efeen ',(42)Wi§gonsinBQ
Holdings LLC, a Wisconsin Limited anbnl;g Corporation (“BC Holdings ::) d mllz-
owned subsidiary of Wisconsin United for Health Foundation. Inc, (“Fo will ’

be 1ssueg all of the outstanding shm of BCB SUWUHG&&H-mefge-mw-Unmd

onsin-Services;Ine: 3 e ; ity; (53) BC
Ho]dxgg Meuadeaeawxl] imultaneously exchangc gll nsECBS!JEUHGshmm

e! for 31,313.390 shares of newly issued common stock of United Wig‘&nsm Sm% ]
“UWS and $5 000 ip cash: an-agreed-upon¥atio-for-ne hares-oftb

me;geéenuw—{ ) BCBSUW will become a whollx owned subsxd;gg of UWSI; (S) BC

Holdings simultaneously will be dissolved on the closing date of the Transgction and all

of its UWS] stock and cash will be distrjbuted 1o the Foundation. Immediately afier the
pmposcd tTmnsact:on, tbe F oundanon will own appmxxmately 77.5%606%-10-800
dependin the-pepetiated-exchanpeyatie) of the outstanding shares of the-UWSI
merged—enmy-and presxdc over the hqu:datmn of such stock over a five year penod ;~and

53.84%; and (6) UW willc e its le aJn etoCob Co

in trading under the ticker symbol “CBZ” o New York Stoc Exc e: and
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WHEREAS, BCBSUW has provided to BCBSA a copy of a Plan of Conversion Which
was filed for review and approval by the Office of the Commissioner of Insurance for the
State of Wisconsin and which details the elements comprising the Transaction; and

WHZEREAS, BCBSUW has provided 10 BCBSA a copy of the Wisconsin Insurance
Commissioner’s Order approving, with conditions, BCBSUW’s proposed conversion:
and

WHEREAS, it is proposed that -Cobaltt'WSI will apply to BCBSA for a Primary License |

1o use the Blue Cross and Blue Shield Marks in the Service Area now served by
BCBSUW and for admission as a Regular Member Plan of BCBSA; and

WHEREAS, BCBSA understands that the Foundation will own 60%-te-8077.5% of the
CobalttWSst Stock upon consummation of the Transaction; and

WHEREAS, BCBSUW will become a wholly-owned subsidiary of -Cobaltt' W8} and
desires 1o become a Controlled Affiliate Licensee of BCBSA _and use the BLUE
CROSS® and BLUE SHIELD® Service Marks; and

WHEREAS, Compcare Health Services Insurance Corporation (“Compcare”) and
United Government Services, Inc (“UGS™); are indirect subsidiaries of BCBSUW, -and
Controlled Affiliate Licensees of BCBSA, and Compcare and UGS desire to be
Controlled Affiliate Licensees after the consummation of the Transaction so that- they
can use the BLUE CROSS® and BLUE SHIELD® Service Marks; and

WHEREAS, the License Agreements for which CobalttWS]- will apply contain a
provision automatically terminating the Licensce if any person or cntity acquires 5% or
more of the voting power or 20% or more of the ownership of CobalttW ST (except for
“Ipstitutional Investors” for whom the voting power limitation is 10%) unless a majority
of the disinterested Plans and a majority of the wexghted vote of such disinterested Plans

waives such provision; and

RECEIVED TIME MAR 16, 10:09AM PRINT TIME MAR. 16. 10:17AM
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WHEREAS, the guidelines for Membership Standard 1 of the License Agreement for
which CobalttFWs} will apply require that Cobalt’ st'WS¥s Charter Documents include
certain specified provisions;

NOW, THEREFORE, the BCBSA Board and Member Plans find and resolve that the
following shall apply:

+3122675904 T-038  P.IOAAT  F-218

l

1. BCBSUW has represented that Cobaltt’WSH intends to complete its submission of |

sufficient evidence demonstrating to BCBSA that Cobaltd'Ws! will be in compliance
with all provisions of the BLUE CROSS® and BLUE SHIELD® License Agreements,
other than the ownership conceptration provisions; and

2. BCBSUW has represented that it and Compcare and UGS intend to submit
sufficient evidence to demonstrate to BCBSA that they are in compliance with all
provisions of the relevant BLUE CROSS® and BLUE SHIELD® Controlled Affiliate

License Agreements; and

3. Provided that the Transaction is completed and subject to BCBSA’s review and
approval of the applicable final documents_to be submitted, BCBSA and the Member
Plans hereby waive the 5% and 20% automatic termination provisions astothe
Foundation only and grant the aforementioned Licenses to CobalftWs], provided that,
pursuant to Paragraph 9(d)(iii) of the License Agreements, the following conditions are
fulfilled according to their terms to the satisfaction of the PPFSC:

A. CobaltFW st fully complies with Membership Standard 1, including, but
not limited to, the requirement that it incorporate in its Charter Documents the
provisions identified in the Guidelines to such Standard and that its directors
satisfy the qualifications in Guideline 1; and

B. The Foundation and BC Holdings will not have any involvement in the
nomination process for directors of Cobsalt’sBWSEs Board of Directors; and

C. The Foundation*s and BC Holdings’ Board will be independent of any

government authority or its agents, other than customary regulatory powers of the
Wisconsin OCI or other State Officials over similarly situated entities; and

D. By December 31, 2000 or ninety (90) days after the consummation of the
Transaction, whichever is later, the Foundation holds less than 80% of the stock
of Cobaltt'Wst and the Foundation reduces its ownership in CobalttPWs1 1o less
than 50% within three years, and less than 20% within five years, of the
consummation of the Transaction, provided further that the three year deadline
and the five year deadline may be extended for up to one year and two years,
respectively, if the Foundation is precluded from selling its stock due to

RECEIVED TIME MAR. 16. 10:09AM PRINT TIME MAR. 16. 10:16AM
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actions of CoballJW$} that are permitted by agreements entered into between
CobalttWS] and the Foundation at the time of the consummation of the
Transaction-; and

E.- Upon consummation of the Transaction, Aall voting power in excess of
5% of all voting power in Cobaltthe- New-Cermpany held by the Foundation shall

be subject to a voting trust or other arrangement acceptable to BCBSA; and

F. ror 1o its receint of any BCRSUW or UWS! stock, BC Ho. din_ s shall
also make itself subject to a voting trust or other arrangement acceptable to
BCBSA: and

G, Simultaneously with the consummation of the Transaction, BC Holdings
shall: (1) acquire all stock it will own in BCBSUW, (2) exchange all of its
BCBSUW stock for UWSI stock and transfer oll of its UWSI stock to the

Foundation; and (23) be dissolved and no lonper exi a separate legal entity;

and

FH. Afier consummation of the Transaction (1) CobalttAWS] will cause
BCBSUW, Compcare, and their subsidiaries to continue to conduct all business
using the Blue Marks which was conducted prior to the Transaction, and (2)
Cobalt WS}, BCBSUW and Compcare and their subsidiaries will do all
licensable business in their Service Area using the Blue Marks, excluding: (A)
Compcare’s Medicaid business, (B) the businesses conducted by Unity Health
Plans Insurance Corporation and Valley Health Plan, Inc., (C) United Heartland,
Inc.,, (D) United Wisconsin Life Insurance Company and (E) any worker’s
compensation, life insurance, disability or reinsurance business conducted by
United Wisconsin Insurance Company and United Heartland Life Insurance
Company. Nothing within this Paragraph 3.FH is intended to amend, alter or
modify the obligations of CobalitFW-8¥, BCBSUW and Compcare with respect to
“Standard 10: Best Efforts” as set forth in the Membership Standards of the
License Agreements or “Standard 6(G)” as set forth in the LicenseMembership
Standards of the Controlled Affiliate License Agreements:; and

Gl. BCBSUW informs BCBSA that it has approved the resignation of its
Primary License Agreements and Regular Membership in BCBSA; and

HJ. CobalibWs} demonsuates its compliance with the Primary

License Agreements and Membership Standards and executes a License
Addendum acceptable to BCBSA, and BCBSUW ,-ead Compcare and UGS
demonstrate their compliance with Controlled Aiﬁhate License Agreements and

LicenseMembership Standards; and

RECEIVED TIME MAR. 16. 10:09AM PRINT TIME MAR 16, 10:16AM
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IK.  No person or entity, other than the Foundation and BC Holdings (subject

1o the conditions noted in Parsgraph 3.G), holds more of the voting power or
ownership of CobaltUWS] than is allowed under the percentage limitations

contained in Paragraph 9(d) of the Primary License Agreements, excluding any
voting power consigned to a voting trust or other arrangement acceptable to

BCBSA; and

4. Provided that the Transaction is completed and subject to BCBSA’s review and
approval of the applicable documents, RCRSA and the Member Plans shall grant the
BLUE CROSS® and BLUE SHIELD® Conrrolled Affiliate Licenses to BCBSUW and
Compcare effective immediately upon BCBSA'’s receipt of necessary documentation
demonstrating compliance with such Licenses by BCBSA’s General Counsel; and

5. This resolution shall become null and void in the event that: (1) all elements of

the aforcmentioncd Transaction, including but noy limited to fulfillment of the conditions
specified in Paragraph 3, are not completed by the currently scheduled JuneMareh 2001 |
meeting of the BCBSA Board of Directors; or (2) the BCBSA License Agreements,
Standards and/or Guidelines relating 1o a Plan's organization as & for-profit company

shall be materially changed and the BCBSA Board deems continuation of this Resolution

10 be inconsistent with such change. If all elements of the aforementioned Transaction,
including but not Jimited to fulfillment of the conditions specified in Paragraph 3, are
completed on or before the currently scheduled JuneMareh 2001 meeting of the BCBSA |
Board of Directors, failure to maintain compliance with all of the conditions specified in
Paragraph 3 according to their terms or the License Addendum at any time thereafter

shall result in automatic termination of the License Agreements unless waived again

pursuant to Paragraph 9(d)(iii); and

6. BCBSUW shall provide, and the PPFSC shall review, quarterly updates on the
progress of the Transaction; and

7. Nothing herein shall constitute a waiver of BCBSA’s right to terminate at any
time the aforementioned Licenses to CobaltfyWs}, BCBSUW or Compcare pursuantto |
the License Agreements, including the provisions of Paragraph 9(d)(iii).

RECEIVED TIME MAR. 16. 10:09AM PRINT TIM: MAR. 16. 10:T6AM
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WISCONSIN LICENSURE RESOLUTION

WHERFAS, the Blue Cross and Blue Shield Association (“BCBSA™) Plan Performance

and Financial Standards Committee (“PPFSC”) is charged by the BCBSA Board of
Directors with making recommendations to such Board concerning the use of the BLUE
CROSS® and BLUE SHIELD® Service Marks, including but not Limited to the licensure
of such Marks; and K

WHEREAS, BCBSA has adopred certain provisions regarding ownership of the stock of _
any for-profit Members or licensees for the protection of the Marks and consistent with
BCBSA's purposes; and

WHEREAS, Blue Cross & Blue Shield United of Wisconsin (“BCBSUW™), a Primary
BLUE CROSS® and BLUE SHIELD® L.icensee and Regular Member of BCBSA, has
advised the PPFSC of a proposed corporate reorganization involving a series of related,
simultianeous transactions (together, the “Transaction”) as follows: (1) BCBSUW will
convert from & not-for-profit service insurance corporation to a for-profit stock insurance
corporation in accordance with Wisconsin law; (2) Wisconsin BC Holdings LLC, a
Wisconsin Limited Liability Corporation (“BC Holdings™) and wholly-owned subsidiary

. of Wisconsin United for Health Foundation. Inc. (“Foundation™), will be issued all of the
outstanding shares of BCBSUW; (3) BC Holdings will simultaneously exchange all of
its BCBSUW shares for 31,313,390 shares of newly issued common stock of United
Wisconsin Services, Inc. (“UWSI”) and $§500,000 in cash; (4) BCBSUW will become a
wholly owned subsidiary of UWSI; (5) BC Holdings simultaneously will be dissolved on
the closing date of the Transaction and all of its UWSI stock and cash will be distributed
to the Foundation. Immediately after the proposed Transaction, the Foundation will own
approximately 77.5% of the outstanding shares of UWSI and preside over the liquidation
of such stock over a five year period; and the estimated public ownership of UWSI will
be reduced 10 22.5% from the current 53.4%; and (6) UWSI will change its legal name to
Cobalt Corporation (“Cobalt™) and begin trading under the ticker symbol “CBZ" on the
New York Stock Exchange; and

RECEIVED TIME MAR. 16, 10:09AM PRINT TIME MAR. 16. 10:16AM
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WHEREAS, BCBSUW has provided to BCBSA a copy of a Plan of Conversion which
was filed for review and approval by the Office of the Commissioner of Insurance for the
State of Wisconsin and which details the elements comprising the Transaction; and

WHEREAS, BCBSUW has provided to BCBSA a copy of the Wisconsin Insurance
Commissioner’s Order approving, with conditions, BCBSUW’s proposed conversion;
aDd .
WHEREAS, it is proposed that Cobalt will apply to BCBSA for a Primary License to use
the Rlue Cross and Blue Shield Marks in the Service Area now served by BCBSUW and -
for admission as a Regular Member Plan of BCBSA; and

WHEREAS, BCBSA understands that the Foundation will own 77.5% of the Cobalt
Stock upon consummation of the Transaction; and '

WHEREAS, BCBSUW will become a wholly-owned subsidiary of Cobalt and desires to
become a Controlled Affiliate Licensee of BCBSA and use the BLUE CROSS® and
BLUE SHIELD® Service Marks; and

WHEREAS, Compcare Health Services Insurance Corporation (“Compcare™) and United
Government Services, Inc (“UGS”) are indirect subsidiaries of BCBSUW, and Controlled
Affiliate Licensees of BCBSA, and Compcare and UGS desire to be Controlled Affiliate
Licensees after the consummation of the Transaction so that they can use the BLUE
CROSS® and BLUE SHIELD® Service Marks; and

WHEREAS, the License Agreements for which Cobalt will apply contain a provision
automatically terminating the Licensee if any person or entity acquires 5% or more of the
voting power or 20% or more of the ownership of Cobalt (except for “Institutional
Investors” for whom the voting power limitation is 10%) unless a majority of the
disinterested Plans and a majority of the weighted vote of such disinterested Plans waives

such provision; and

RECEIVED TIME MAR. 16. 10:09AM PKINT TIME MAR. 16. 10: 16AM
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WHEREAS, the guidelines for Membership Standard 1 of the License Agreement for
which Cobalt will apply require that Cobalt’s Charter Docurnents include certain

specified provisions;

NOW, THEREFORE, the BCBSA Board and Member Plans find and resolve that the
following shall apply:

1. BCBSUW has represented that Cobalt intends to complete its submission of
sufficient evidence demonstrating to BCBSA that Cobalt will be in compliance with all
provisions of the BLUE CROSS® and BLUE SHIELD® License Agreements, other than
the ownership concentration provisions; and

2. BCBSUW has represented that it and Compcare and UGS intend to submit
sufficient evidence to demonstrate to BCBSA that they are in compliance with all
provisions of the relevant BLUE CROSS® and BLUE SHIELD® Controlled Affiliate
License Agreements; and

3. Provided that the Transaction is completed and subject to BCBSA’s review and
approval of the applicable final documents to be submitted, BCBSA and the Member
Plans hereby waive the 5% and 20% automatic termination provisions as to the
Foundation only and grant the aforementioned Licenses to Cobalt, provided that, pursuant
to Paragraph 9(d)(iii) of the License Agreements, the following conditions are fulfilled
according to their terms to the satisfaction of the PPFSC:

A. Cobalt fully complies with Membership Standard 1, including, but not
limited to, the requirement that it incorporate in its Charter Documents the
provisions identified in the Guidelines 10 such Standard and that its directors
satisfy the qualifications in Guideline 1; and

B. The Foundation and BC Holdings will not have any involvement in the
nomination process for directors of Cobalt’s Board of Directors; and

C. The Foundation and BC Holdings® Board will be independent of any
government authority or its agents, other than customary regulatory powers of the
Wisconsin OCI or other State Officials over similarly situated entities; and

D. By December 31, 2000 or ninety (90) days after the consummation of the
Transaction, whichever is later, the Foundation holds lcss than 807 of the stock
of Cobalt and the Foundation reduces its ownership in Cobalt to less than 50%
within three years, and less than 20% within five years, of the consummation of
the Transaction, pruvided further that the three year deadline and the five year
deadline may be extended for up 10 one year and two years, respectively, if the
Foundation is precluded from selling its stock due to
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actions of Cobalt that arc permitted by agrecments cutered into between Cobalt
and the Foundation at the time of the consummation of the Transaction; and

E. Upon consurmnmation of the Transaction, all voting power in excess of 5%
of all voting power in Cobalt held by the Foundation shall be subject to a voting
trust or other arrangement acceptable to BCBSA; andF.  Prior to its receipt of
any BCBSUW or UWSI stock, BC Holdings shall also make itself subject to a
voting trust or other arrangement acceptable to BCBSA; and

G. Simulaneously with the consummation of the Transaction, BC Holdings
shall: (1) acquire all stock it will own in BCBSUW, (2) exchange all of its
BCBSUW stock for UWSI stock and transfer all of its UWSI stock to the
Foundation; and (3) be dissolved and no longer exist as a separate legal entity;
and

H. After consummation of the Transaction (1) Cobalt will cause BCBSUW,
Compcare, and their subsidiaries to continue to conduct all business using the
Blue Marks which was conducted prior to the Transaction, and (2) Cobalt,
BCBSUW and Compcare and their subsidiaries will do all licensable business in
their Service Area using the Blue Marks, excluding: (A) Compcare’s Medicaid
business, (B) the businesses conducted by Unity Health Plans Insurance
Corporation and Valley Health Plan, Inc., (C) United Heartland, Inc., (D) United
Wisconsin Life Insurance Company and (E) any worker’s compensation, life
insurance, disability or reinsurance business conducted by United Wisconsin
Insurance Company and United Heartland. Life Insurance Company. Nothing
within this Paragraph 3.H is intended to amend, alter or modify the obligations of
Cobalt, BCBSUW and Compcare with respect 1o “Standard 10: Best Efforts™ as
set forth in the Membership Standards of the License Agreements or “Standard
6(G)” as set forth in the License Standards of the Controlled Affiliate License

Agreements; and

L. BCBSUW informs BCBSA that it has approved the resignation of its
Primary License Agreements and Regular Membership in BCBSA; and

1. Cobalt demonstrates its compliance with the Primary

License Agreements and Membership Standards and executes a License
Addendum acceptable 10 BCBSA, and BCBSUW, Compcare and UGS
demonstrate their compliance with Controlled Affiliate License Agrecments and
License Standards; and
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K. No person or entity, other than the Foundation and BC Holdings (subject
to the conditions noted in Paragraph 3.G), holds more of the voting power or
ownership of Cobalt then is allowed under the percentage limitations contained i in
Paragraph 9(d) of the Primary License Agreements, excluding any voting power
consigned 10 a voting trust or other arrangement acceptable 10 BCBSA; and

4, Provided that the Transaction is completed and subject to BCBSA’s review and 1
approval of the applicable documents, BCBSA and the Member Plans shall grant the

BLUE CROSS® and BLUE SHIELD® Controlled Affiliate Licenses to BCBSUW and -
Compcare effective immediately upon BCBSA''s receipt of necessary documentation
demonstrating compliance with such Licenses by BCBSA’s General Counsel; and

5. This resolution shall become null and void in the event that: (1) all elements of
the aforementioned Transaction, including but not limited to fulfillment of the conditions
specified in Paragraph 3, are not completed by the currently scheduled June 2001 meeting -
of the BCBSA Board of Directors; or (2) the BCBSA License Agreements, Standards
and/or Guidelines relating to a Plan’s organization as a for-profit company shall be
niaterially changed and the BCBSA Board deems continuation of this Resolution to be
inconsistent with such change. Ifall elements of the aforementioned Transaction,
including but not limited to fulfillment of the conditions specified in Paragraph 3, are
completed on or before the currently scheduled June 2001 meeting of the BCBSA Board
of Directors, failure to maintain compliance with all of the conditions specified in
Paragraph 3 according to their terms or the License Addendum at any time thereafier
shall result in automatic termination of the License Agreements unless waived agam

pursuant to Paragraph 9(d)(iii); and

6. BCBSUW shall provide, and the PPFSC shall review, quarterly updates on the
progress of the Transaction; and

7. Nothing herein shall constitute a waiver of BCBSA’s right to terminate at any
time the aforementioned Licenses to Cobalt, BCBSUW or Compcare pursuant to the
License Agreements, including the provisions of Paragraph 9(d)(ii).
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