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Thank you, Mr. Chairman, for allowing us to make a brief presentation to you
today conceming issues that we, as taxpayers in the Commonwealth and local
government officials, have been attempting to address as far back as 2008, Quite
frankly, our issues with Highmark, Inc. reached its pinnacle this year. But, you are
well aware that these type of issues on healthcare costs and how the state handles
insurance carriers, especiaily Highmark, Inc., are by no means new events; justa sad

ongoing saga that seems to have no one with the authority to initiate meaningful

change and willing to address the issues.

Here with me today are representatives from Cambria County who represent a
cross section of our local communities. Among this group are representatives from
six labor unions representing Cambria County employees. They also represent
thousands of other members that work all across our Commeonwealth. In addition, we

have eleven (11) representatives from local governments on the Township and



Borough levels. This group is a group of ordinary people who work hard everyday

trying to change lives for the positive in their communities.

For those of you who do not know of our struggles with Highmark, you may
wonder about the connections between our
County Commissioners, Unions who represent our employees, and other local
government leadership. It is specifically geared to recent rate hikes by Highmark.
When we say recent, these local governments have been living with it for years. We
just want to define our understanding of “recent” for the Committee when it comes to

this issue.

Mr. Chairman, the recent rate increases of Highmark and the escalating healthcare
premiums have gone beyond the realm of acceptabie with nowhere for these and other

small governments to turn.

Mr. Chairman, I am sure that the “nowhere to turn” scenario might raise some
skepticism from the State and, quite possibly by several if not all, of the members of

this Committee. However, it is a true and accurate statement.

Mr. Chairman, as hard as it may be to hear, the insurance industry in Pennsylvania

is a glowing example of “no place to turn” for the small businessperson, employers,



employees, and individuals seeking coverage. Highmark sets the rules and the PA

legislature and all its subordinate departments follow those that they set.

e InNovember 2008, Cambria County created a Healthcare Consortium along
with ten townships and boroughs under Section 2307 of the 2001 State-
Enacted Inter-Governmental Cooperation Act. Its purpose was to legally,
under a Consortium health group structure, rescue these struggling
townships and boroughs from financial ruin as they tried to pay for health
benefits for their several employees at rates they could no longer sustain.
Mr. Chairman, they were at a crossroads. Do they water-down benefitsto a
meaningless level in order to offset the cost of these outrageous premium
increases? Do they eliminate the benefit all together in order to keep
employees on the job, or do they lay off some employees so that those that
remained could continue with meaningful coverage? No option was good.
So beginning in January of 2009, after extensive discussion with Highmark
in the latter months of 2008, and the legal concurrence of these local
governments, we initiated the Cambria County Healthcare Consortium with

the advice of our Solicitor.

Highmark covered the Consortium, which included Cambria County

employees and 40 or so other employees from 10 Townships and Boroughs,



for all of 2009. However, in January of 2010, Highmark abruptly
announced that it would not continue to cover the Consortium in 2011. At
first, Highmark claimed they were not aware of its existence at all, but Mr.
Chairman, we had ample documentation that they not only knew, but
actively participated in the process of administratively establishing the

group. Why did they cover it then and not now? Because we had left them

in 2008, to go with UUPMC, and in our opinion to include the Consortium
under our plan was a small price to pay for them to agree to recapture our
business in 2009, They knew it was part of our group and never objected or
raised any concern. They now may claim risk and they now may cite
regulations, but they have covered Cambria County’s own independent local
government Authorities under our Subgroup 40 for over a decade.
Employees of our Authorities are not County employees either. Their
argument that covered lives under the plan must be linked to “employees of

the employer” doesn’t work when it comes to recognizing this Consortium.

Mr. Chairman, it’s not about HIPA A, insurance regulations, or risk as
they now profess. It’s about not having the unilateral unquestioned right to
quote whatever rates they desire whenever they decide, in small groups.
The vast majority of these represented small local government groups were

experiencing monthly premium rates hundreds and thousands of doilars



above larger groups with nearly identical coverage, I submit to this
Committee an analysis of the Highmark rates associated with our
Consortium members prior to them joining the Consortium in 2009. This
sampling of nine of these local governments’ rates show the wide disparity
on rates in small versus large groups. Mr. Chairman, we believe that this
outline is but a microcosm of what is occurring. I will not take the time to
cover the analysis, but some of these small group government rates are over
100% above the quoted rates for larger groups with essentially the same
coverage. Please keep in mind when reviewing our data that we are
comparing the smaller local government 2008 rates to the County’s 2009
rates. This makes these results even more staggering in that these small
groups could not afford to pay based on the 2008 rates, let alone what they
would have experienced had 2009 rate increases applied. We will let this

Committee be the judge of the data and what it may indicate.

Mr, Chairman, every avenue of redress on this issue, including the PA
Insurance Department has been for not. Numerous of our state legislators
bemoan the fact that they cannot dictate that Highmark recognizes our
Consortium even though it’s a legal avenue for local governments and their

entities under the law.



e Mr. Chairman, we thank you for opening this meeting to the public. More
of these should occur so that healthcare consumers can speak about their
personal experiences and the anxiety they experience in trying to balance a
budget when there is no cap on what these carriers may charge. But, quite
honestly, and with all due respect, it comes with little or no real hope of
arriving at a resolution to this terrible crisis because we have already written
scores of letters, spent countless hours on the phone to the PA Insurance
Department and with numerous legislative offices, to no avail. We have

attended more meetings than we can count.

One thing is clear from our perspective, Highmark sets the rules and
everyone in this extensive chain of state authority on all levels simply abides

by its terms.

e Why can Highmark scoff at the law and refuse to abide by the terms of
state-enacted Intergovernmental Cooperation Act of 20017

Because, they believe, as they well should, that they do not have to,

¢ Why does Highmark believe that they can increase rates as they please
on a take-it-or-leave-it-basis, impacting employers, employees, small and

large businesses without any oversight by the state?



Because that is the way it has always been and they know they can,

and no one has ever stopped them.

Mr. Chairman, according to an April 2010, Post Gazette article, Highmark

holds 3.4 billion dollars in “excess income”.

Mr. Chairman, that’s well over 10% of the recently passed state budget
needed to run the entire Commonwealth for a year! I’m sure that it falls
within the generous Risk Based Capital (RBC) ratio standards that have
been set by the Insurance Department with the carrier. Does anyone really
analyze what goes into this RBC ratio formula for this carrier? Does any
outside agency really analyze the RBC formula and its respective parts? Do

they ever question the carrier’s data?

e Why do PA healthcare consumers get lip service when it comes to
complaints?

Because the PA insurance department is the industry advocate not the

industry overseer. So, I ask you; who is the advocate for the

consumer?



Mr. Chairman, Cambria County and its Townships and Boroughs in its Consortium
have hit a brick wall on all levels of state government. The unfortunate thing is that
this wall was built brick-by-brick with the full understanding by this state, the PA
Insurance Department and the State Legislature, that no one controls this industry and
it maneuvers in its own sphere and without much regard to the taxpayers or their

communities.

Yes, they will claim they give millions back to the community. Mr. Chairman,
compare the cost of their so-called philanthropy with the amount of their holdings and
the picture becomes clearer. Besides, should they not be required to do so since they
hold a coveted non-profit status with this state? This state and the nation have never
fully recovered from the 2008 downturn in this economy. Pennsylvania’s
unemployment and underemployment rate is at a record high with those lucky enough
to be employed living with stagnant wages or reduced earnings. Local governments,
who derive their operating revenue from real estate and local occupational taxes, are in

a dilemma in most areas.

This State is swimming in red ink, desperately trying to figure out how to pay the
bills. None of the choices to bridge this fiscal gap on any level are easy and most deal

with the unfortunate knowledge that any remedy will largely impact the lives of those



who can least afford it: State employees, Commonwealth taxpayers, local

governments, small businesses, and consumers of much needed state funded services.

Yet, with all this, Highmark operates as if these communities, local governments,
the state, the counties, and employers in general, are flush with cash, when in reality
they have been reduced in many cases to fiscal rubble in the market decline of 2008,
and there is no foreseeable end in sight. The individual taxpayer can only sit back and
hope for better days when their personal savings may crawl back to their previous
values. Government investments also took a proportioned hit. Yet these corporations
continue their double-digit rate increases year after year that the rest of the world is
just expected to somehow absorb. It has been and will continue to be a one-sided
balancing act where carriers like Highmark put on their community economic blinders
and operate as if they are the first to be paid and everyone and everything else can just
adjust. This state has allowed this culture to flourish at the expense of taxpayers,
businesses and local governments that can no longer afford to meet these financial
hurdles. We are all at a crossroads. All those entities listed above have reduced
employee benefits in one way or another or required those who can least afford it to
pay more so that they can balance their checkbooks. However, in our opinion, this
industry is now at its best place ever: higher rates than ever before and less risk against
its sponsored plans than ever: the perfect storm. Unfortunately, those who are sinking

are Commonwealth taxpayers.



Mr. Chairman, this is a state recognized non-profit corporation who is setting the
rules. Their product is an essential service and one that consumers must have. Iknow
we will hear about free markets and competition and taking our business elsewhere if
we don’t like it, but in these rural counties competition is virteally non-existent.
Highmark and its Blues cousins operating in the state even set their own sales
boundaries via their National Association. There is not even competition between the
three (3) other Blues carriers and Highmark when it comes to groups domiciled in
their corporately set sales area. They ban competition internally and taxpayers pay for
it. They set it up that way and this state has done nothing about it but acquiesce to

their plans.

Mr. Chairman, look for yourself on any of the Blues websites or call them as we
have done on numerous occasions seeking alternative quotes for coverage. They
outwardly proclaim the boundaries of their coverage areas. They will not quote small
or larger groups outside their corporately established marketing boundaries. Yet, their
behavior, in our opinion, is duplicitous because when it benefits any one ofthem, they
cross these self-imposed boundaries. Case in point; Highmark on June 17, 2010,
announced it has recently secured the PPO business from Capital Blue for state
employees covered under the Pennsylvania Employees Benefit Trust Fund or PEBTF.

This Trust is located in the Capital Blue marketing area in Harrisburg, PA. How is it
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that Highmark crossed over their Association’s own self-proclaimed boundary to
compete with its sister Blues company when local governments cannot get a quote on
coverage from any Blue’s plan, except the one in their area? You see, Mr. Chairman,
they do what they want, when it suits them, and when it doesn’t, they invoke their own
internal rules as a reason why they can’t. It is a fagade and nothing more than a state-
sanctioned regionalized monopoly that drives costs through the roof because the
industry itself has stymied competition. Yet Mr. Chairman, as they continue to evoke
their standard line about their Association’s set market areas, Highmark itself, in its
2009 annual report touts, among its over 4 million members in the Commonwealth,
nearly one million in Central PA/Lehigh Valley, 355,000 in Northeastern PA, and
over 200,000 in Southeastern PA. So, which is it? Is Highmark or Capital limited by
marketing region or not? Is Highmark truly competitive or not? We've seen the
answer from our own experiences. This Committee should look into Highimark’s
marketing practices, which leave smaller employers disadvantaged, and subject to no

access to competitive pricing as larger employers may access.

Mr. Chairman, taxpayers have had to tighten their belts and run household budgets
on less and less; why should Highmark not at least be empathetic to this economic
calamity? At the end of this year, as you know, rate caps on electricity will expire and
taxpayers will have to absorb those costs. Where does it all end? Is the final chapter

one that requires less and less people covered by health insurance, while corporations

il



like Highmark continue to hold billions in “excess income”? In their own 2009
annual report, Highmark’s Board Chairman speaks about the economy wherein he
states, “Meanwhile, the ripple effects persist from the most severe economic downturn
since the Great Depression. Job losses across American business and government at
all levels have led to declining membership for many health insurance companies and
increasing pressure to hold down costs.” Yet, Mr. Chairman, you can see no dip
whatsoever in the rates of this carrier during this “most severe economic downturn
since the Great Depression.” Just an acknowledgement that job losses have led to
declines in “membership” for many health plans. Mr. Chairman, they doubled their
profits in 2009 from 2008 while they admittedly, in their own reports, lost about
100,000 covered members. Rate increases on those that remained had to account for a
substantial way they covered their revenue shortfalls. Having nearly 100,000 less
members and doubling your gains in one year from the previous speaks volumes about
the financial health of a carrier who has never slowed down on its rate increases even

during these dire times.

Mr. Chairman, this Committee needs to know that while we may appear to be justa
few disgruntled ordinary taxpaying, working people from some rural PA County, we
believe this feeling is widespread across this state. It would behoove this Committee to
seek out the voices of other local governments, businesses, etc... who have the same

problems. Then, and only then, will the true impact of these ridiculous rate increases



be truly known. Taxpayers continue to pay the bills, while corporations like
Highmark get top class treatment from our legislators, as well as through the Agencies
and Departments of this state that are responsible for their oversight. What is the
answer? Well, from this group of ordinary taxpayers, it seems fairly simple and

straightforward.

If you are a non-profit insurance carrier in this state, you should be required to:
e Abide by all legislative enactments of the state, including the creation of
Consortiums in healthcare so that small local governments and
businesses can benefit from larger group pooled rates.
e File their corporate information in an area readily accessible to the
taxpaying public and not on some convoluted state website hosted by the
PA Insurance Department that has most taxpayers throwing up their

hands in frustration.

We do not guide or create state policy. But if it were up to us, this state should not
permit any carrier to set their own sales areas governed by their own corporate
association at the expense of competition. If they want to be a non-profit, then require
them to compete and have this state require adequate and meaningful oversight
ensuring that they are operating as independent companies as they do so. We always

hear that competition is good, but as a state we do not require these insurance carriers
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to win contracts based on price, service, and efficiency. They get them because there
is no meaningful competition. Thus, in most cases, they set the rates they want, where

they want, and upon whom they decide.

This Committee should spearhead legislative efforts to change the culture of the
PA Insurance Department and require it to be the real overseer of the industry, rather

than appearing to be its advocate.

Mr. Chairman, if this proves impossible, we believe the PA Insurance Department
should be abolished and the savings should come as tax relief for PA taxpayers. Right
now, we believe the department puts the industry at the top of its list and taxpayers,
local governments, employers, and all others are a far distant second; in fact, not even

an honorable mention.

Mr. Chairman, we all know that healthcare is not free. But this Committee and this
state must at least attempt fo make the playing field more level. These tremendous
rate increases by a corporation that holds over 3 billion dollars in “excess income™ or
“surplus reserves” or whatever they call it, is putting people out of work or reducing

their levels of coverage and currently and sadly their is no one to turn to for relief.
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Mr. Chairman, these leaders of local government gathered here today don’t get
paid big salaries. These are community people that devote countless volunteer hours
to make sure that basic services in their townships and boroughs are provided to those
that live within their boundaries. Mr. Chairman, in our area, there are slots for
township and borough positions that no one is running for because so much needs
done with so little financial resources to cover the need. These folks are not lawyers or
people with prominent elected positions. They are your grass roots community heroes
that get the work done. Each of you on this Committee knows many out there from
your own areas. You know the difficult work they do and you know their financial
limitations. They need your help and the help of this state legislature to ensure that this
ever rising unchecked cost of healthcare coverage does not continue to erode their
already tenuous financial position. County governments need the same help. Our
Consortium did that. It was legal and is legal, just unrecognized by this carrier. Not
because it’s a bad idea. As a matter of fact, it is a good legally appropriate state
created opportunity for small groups. Our own medical loss ratio never moved its
needle in 2009 due to their inclusion — so much for the “risk” argument from
Highmark. The carrier’s unspoken reasons to abolish it is because it limits their

ability to charge what they want on whomever they please, especially in small groups.

On behalf of the Cambria County Commissioners; P.J. Stevens, Milan Gjurich, and

Salvatore Valenty; the Cambria County Healthcare Committee; and the leaders of our

5



townships and boroughs, we thank this entire Committee for holding this hearing. I

provide to you my statement and all the backup material as referenced herein.
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RATE COMPARISONS ON THE TOWNSHIPS/BORCUGHS PRIQR TO THEIR ENTERING THE
CONSORTIUM (Note their 2008 rate from Highmark* versus the County's 2009 rate from Highmark
when part of the Consortium)

Name of Township / Number of |Level of Coverage| Rates for their Cambria Difference % of
Borough Employees plan prior to | County’s 2003 | per month | Increase

2009 entry {per rates {per by entering

manth) tnotith) Consortium
Clearfield Township 2 Single $640.34 $381.86] $258.48 68%
Conemaugh Township 2 Single * $800.00 $381.86] 341814 110%
Ferndale Borough 6 |Single o $510.88 $381.86| $129.02 34%
: Family * $1,532.18 $1,181.46] $350.72 30%
Lilly Borough 3 Parent & Children |* $1,244.49 s018.75] $325.74 35%
Two Person - $1,655.20 1,028.73 $¢_326.4? 61%
Famity pe $1,725.71 $1,181.46] $544.25 48%

Southmont Borough 5 Single $464.23 $381.86| $82.37 22%
Two Person $1,263.54 $1,028.73] $234.81 23%
Susquehanna Township 2 Single o $767.99 $381.86| 3$386.13 101%
Parent & Child $1,535.97 $918.75) 9$617.22 B87%
Two Person $2,111.96 $1,028.73 $1,08323 105%
Family $2,303.95 $1,181.46 $1,12249 5%
West Carroll Township 1 Single $465.94 $381.85] $84.08 22%
Northern Cambria Borough 12 Single $683.03 “§38T86[ $302.07 T
Parent & Child $1,367.86 $018.75] $449.11 49%
Two Person $1,880.81 $1,028.73] $852.08 83%
Family $2,051.80 $1,181.46| $870.34 74%

*These rates are those of the Townships/Boroughs 2008 plan year. These Townships/Boroughs

anticipated double digit rate renewal increases for 2009 on top of their 2008 rates.
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Intergovernmental Cooperation Law

Arxeza Government and Infergoveruroeniai Cooperation
: 53 Pa. C.S. Chapter 23
Inciudes all smendments through the act of May 308, 2001, P.L. 102, No. 13

The act confained herein is believed to be correct and to contain ali amendments to the act through the most
recent amendatory act listed above, However, there is no guarantee, express or implied, as to accuracy of the
mformation contained herein.  The Department of Community apd Economic Developmept assummes no
responsibility for errors and cmissions nor axy lability for dewages resaffing from the uss of the information
contzined herein. In addifion, the Department of Community and Economic Development assumes no
obligation to provide updates if such acts are updated, revised or repealed.

2301. Scope of subchapier,
2302. Defnitions.

2303. Intergovemnmental cooperation anthorized..
2304. Tntergovernmental cooperation.

2305. Ordipance.

2306. [Initistive and referenduro.
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2309.  Dixect purchases.

2310. Joint purchases with private educational establishments.
2311.  Written or felephonic price quotations required.

2332, YHvision of transactions provided.

2313, Penalty. . '

2314, Review of agreercent by Local Government Commission.
2315. Effect of joint cooperation agreements.

2318,  Recogpition by Commmonwealth departments and agencies.

Cross References. Subchapter A is referred to in seciions 5611, 8002 of this title; section R50] of Title 42
(Judiciary and Tudicial Proceduxc).

' §2301. Scope of subchapfer.
This subchapter applies to ail local govemments.




§ 2302. Definjtions.

‘Fhe following words aud phrases when used in this subchapter shall have the meanings given to them in this
section vnless the context clearly indicates otherwise:

"Local government." A, comity, city of the second class, second class A, and third class, borough,
incorparated town, township, school district or any other similar general pupose vyit of government created
by the General Assembly affer July 12, 1972,

§ 2303. Infergovernmental cooperation anthorized.

(a) General rele.~Two or more local governments in this Commonweslth may jomﬂy cogperate, or any
local government may jointly cooperate with any similar eatifies located in any ofher state, in the
exercise or in the performance of their respective-governmental functions, powers or responsibilities.

() Joint agreements.—For the purpnse of carrying the provisions of this subchapter into effect, the local
ECvermments or ofher entities £0 coopetating shall enter into any joint agrecments as way be deemed,
., appropriate for those purposes.

§ 2304. Interguvernmental coopexraiion.

A mmmicipality by act of its governing body may, or vpon being required by initiative and referendurs in the
area affected shall, cooperate or agres In the exercise of any function, power or responsibility with or delegate
or tramsfer auy ﬁmcﬁun, powet or respopsibility to one or mote other local governments, the Federal
Gevemment or any other stste or its government.

§ 2305. Ordinance. :
A local government may enter into intergovernmentsl cooperation with or delegate any fimctions, powers ot
mspunsibj.htw t another povenmmental ymit or local government upon the passage of an ordinance by its

goveming body. ¥ mandated by initiative and referendum in the area affected, the local government shall adupt
such an crdinance,

§ 2306. Ipitiative and referenduvm.

{a) [Initiative —An initiative under this subehapter shall be commenced by filing with the appropriate
election officials at least 90 days price fo the noxt primary or general election a petition containing a
proposal for referendumn signed by electors comprising 5% of the mumber of electors voting for the
office of Governor i the last gubematorial election in each local government or area affected. The

- appleable election officials shall place the proposal on the ballot in a mapmer fairly representing the

conient of the petition for decision by referendvnm at the election. Initiative on a similar qur.shun shall
not be submitted more often than once in five years.

(b) Referendwn ~The qucstlon shall be placed on the ballot as a referendurm and shall become effective by
a majority voie of the electors voting thereon. :

§ 2307. Conient of oxdinance.

The ordinance adopted by the governing body of a local government entering into intergoverniental
couperation or defegeting or transferring any fimetions, powers orrespopsibilities to another local government
or o = council of governments, consurfinm or any other similar eatity shall specify:

(1) The conditions of agreement in the case of cooperation with or delegation to other local governments,
the Commonwealth, other states or the Federal Govemment.

(2) ‘The doretion of the tenm of the agreement.

(3) The purpose avd objectives of the agreement, mshldmg the powers and scope of aythority delegated in
the agreement.




{4} The manner and extent of financing the agreement.
{5) The o:gam'zaﬁonal styctnre necessary to implemnent the agreememt_
mzna.ged, licensed or disposed of.
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8 2308. Blds for cextain _]omt purch:ses. )
All jomnt purchases involving am expmdmxrc of more than $10,000 sheil be made bry coniract, in writing, only
after notice for bids once 2 week for two weeks in at least one and not more than two newspapers of general
circulation in the joining local governments. 411 contraicts shall be let to the Jowest responsible bidder. Every
coniract for the construction, reconstruction, alteration, repair, improvement or maintenance of public works
.ehall comply with the provisions of the act of March 3, 1978 (PL.6, No.3), known, as the Steel Products
Procurcment Aot

§ 2309. Direct porchases. ‘

In 2ddition to joint purchases authorized by section 2308 (relating to bids for certain joint purchases}, local
governments may make direct purchases from vendors or suppliers of goods, materials or equipment without
compliance with existing and otheriise applicable statatory requirements goversing competitive bidding and
execution of contracts as follows:

(1) Any county may by appropyiate resolution, and subject to such reasonable regulations as it may
prescribe, permit any local povernment within the county to participate in or purchacse off contracts for
gonds, materizis or equipment entered into by the connty.

{2) Any local governrent desiring to participste in porchase contracts sball file with the county
purchasing z2gency and with the county solicitor a cerfified copy of an ordinance or resolution of its
governing body requesting that it be authorized to participate in purchage contracts of the commty and
agresing that jt will be bound by the terms and condifions as the county prescribes and that it willhc
responsible for payment directly to the vendor noder each putchase contract.

{3) The county may permit parficipation by local governments enly where the solicitation for bids and
specifications for the county contracts, and the contracts themselves, expressly provide for and inform
prospective and succsssinl bidders that the contract to be let is intended to be subject to this subchapter
and to regatations adopted by the conaty.

{4) Amoang the terms and cond:tmns as the county may specify, it shall ptescnbe that all prices shall be
F.0O.B. destination.

§ 2310. Joint purchases with private _ndncaﬁonal establishmexnts,

Axny Jocal goverwment may, by ordinance, authorize jolut purchases of materials, supplies and equipment with
any pdvate school, parochial school, private college or university or nonprofit buman services agency within
the local povermmment. The ordinance shall require that the school, college ox agency shall be boand by the
terme and condifions of purchasing agreements which the Jocal government prescribes and that the school,
college or agency shall be responsible for payment directly to the vendor under each purchase contract.
Schools, colleges and agencies shall be exenmpt friom any existing statutory requirements goveniing
competitive bidding and execution of contracts with respect fo purchases under this section.

§ 2311. Writfen or telephonic price quotations reqaired.

Written or telephonic price queotations from at least three qualified and responsﬂ:la contractors shall be
requested for all contracts that exceed 54,000 but are less than the amount requiring adverfisement and
competitive bidding, or, in lien of price quotations, a memorandum shali be kept on file showing that fewer




than three qualified contractors exist in the meavket ares within which it is practicable to obtain quotations. A
written record of telephonic price quotations shall be made and shall contain ot least the date of the guotation,
the name of the contractor and the confractor’s representative, the constroction, reconstruction, repair,
maintenance or work whick was the subject of the quotation and the price, written price quotations, written
records of telephovic price quotations, and memoranda shall be retatned for 2 period of three years.

§ 2312, Divisiom of transactions pro;:idad.

No local gavemment shall evade the provisions of section 2308 (relating to bids for certain joint parchases) as
to advexﬁsing for bids or purchasing matedals or contracting for services piecemeal for the prxrpose of
obtaining prices vader $10,000 upon transactions which should in the exercise of reasonable discretion and
prudence be conducted as one transaction amounting to more than $10,000. This provision is intended to make
anlawful the practice of cvading advertising requirements by making a series of purchases or contracts cach for
less than the advertising requirement price or by making several simultzneous purchases or contracts each,

below such price when in cither case the transaction involved should have been made as one transaction for cne
price.

§ 2313. Penaliy.

Awy member of 2 governing body of = local government who votes to nnlawinlly evade the provisions of
section 2308 (relating to bids for ceriain joint purchases) and who knows that the transaction upon which he so
votes is or ought to be a part of 2 laxger transaction and that it iz being divided in order to evade the

requirements ag to advertistng for bids comeaits 2 misdemeanor of the thixd degree for each confract entered
into zs 2 direct resuit of that vofe.

§ 2314. Review of agreement by Local Government Comumission. i

Every apgreement between a local government and the Commonwealth, any other state, governiment of another
state or the Federal Goveament under the provisions of this subchapter shall, prior to and a5 a condifion
precedent to enactment of an, ordinance, be submitted to the Local Government Conamission fur review and
recommendation, The commission shall within 60 days of receipt of the agreement detrrmine whether it is in
proper form and compatible with the laws of this Commonwealth. Faiinre of the comenission to make

recommeéndaiions withio 60 days of receipt of the apreement shall constihite a recommendation in favor of the
agreement.

§ 2315. Effect of joint cooperation agreements.

Axny juint cooperation agrecment shall be deemed in force as to any local government when the apresment bag
been adopted by ordinance by all eooperating local povernments. After adoption by all cooperating local
governments, the agreement shall be binding npon the local govermment, and itz covenants may be eaforced by
appropriate remedy by any one or more of the local governments against auy other local government which is 2
party to the agrecment.

§ 2316. Recogpition by Commonwealth departments and agencies.

AH Commonwealth departments and agencies in the performance of their admivistrative duties shell deem a

council of govemments, consortiwmws or other similar entities established by two or mors municipalities under
 this subchapter 25 a Jegal entity.
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SUBCHARTER B
EN'V']RDNMENTAL ADVISORY COUNCHELS

Scope of subchapter.

Establishment of environmental advisory council

Composition and organization of council.

Powers 2nd duties of council.

Records and reports.,

Appropriaficns for expenses of conneil.

Status of existing agencics unaffected.

Asgistance from State Conservation. Commission.

Assistance from Department of Commmumrity and Economic Pevelopment.

Scope of subchapter.
This subchapter applies to all municipal corporations.

§ 2322, Establishment of environmental advisory council

The governing body of any mwaicipal corporation or group of two or more nymicipal corporations may by
ordinance establish an environmental advisory commeil to advise other local governmental agencies, including,
but not limited to, the planning commission, park and recxeation boards and elected officials, on matters
dealing with protection, conservation, management, promotion 2od vse of natural regources, including aiy, land
and water resources, located within its or their temritorial limits. ‘

§ 2323. Composition and organization of council

(=)

o)

()
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Composition.—-An envirommental advisory council shall be composed of no less than three nor more
than seven residents of the mmicipal corporation establishing the comell, who shall be appointed end
all vacancies filled by the goverming body. Where two or muore municipal corporations jointly establish
an environmental advisory council, the members shall be appointed in the same manner by each of the
respective mymicipal corpoyations establishing the council, each constituent mumieipal cozporation to
have equal membership on the joint council.

Teom of office.—Council members shall sexve for three years except that initial appointments shall be
5o sfaggered that the tenns of approximately one-third of the membership shall expire each year, the
‘termas of their successors to be of thyee years cach

Compensation and sxpenses.~Members shall receive no compeasation for their sexvices but shall be

reimbursed for th:: expenses ar.-.tua]ly and pecessarily inenrred by them in the performance of their
dutu:s

Chairman —The appointing authority shail designate the chairman, of the council except that in joint
councils the chadtman shall be tlected by the duly selected members. Whenever possible, one member
shall also be a member of the municips] planning boa:d_




§ 2324, Powers and dnfics of conncil,
() Geneml rule.—An environmental advisory council shall have the power to:

(1)  Tdentify environmental problems and recommend plans end programs to the appropriate
agencies Tor the promotion and conservation of the natimal resources and for the protection and
improvement of the tpuality of the environment within its territorial Limits.

(2)  Mzke recommendations as to the possible use of open land areas of the mumc:spal corporations
withiy its temitorial limits.

(3) Promete a community soviroumental program.

(4) Keep an index of all opea areas, publicly or privately owned, mchldmg flood-prone axeas,

swamps and other nnique natural areasy for the porpose of obtaining information on the proper
use 0f those areas.

(5)  Adwiss the appropriate local government agencies, incliding the planning commission and
recreation and park board or, if nene, the elected poverning body or bodies withdn, its texdtorial
timits, in the acquisition of both reat and persornal propecty by gifi, prchase, grant, beguest,
easemnent, devise or lease, in matters dealing with the purposes of this subchapter,

(®) Limitation—An envirommental advisory council shall not exercise any powers or perform any duties
which by law are conferred or imposed npon 2 Comrmonwealth agency.

§ 2325. Records and reports.

An environmental advisory council shall keep records of its meefings and activities and shall make sn annusl

report which shall be printed ia the annual report of the roumicipal corporation or, if none, otherwise made
¥nown and available.

§ 2326. Appropriations fox expenses of conncil.

The governing body of any municipal corpomtion establishing an environmental advisory covncil oy
approgpriate funds for the experoses Menmed by the comncil. Appropriations may be expended for those
adm:mslrapve, clerical, printing and legal services as may be required and ag shall be within the limit of fundg
appropriated to the coomeil. The whole or any part of auy finds so appropriated in any year may beplacedina
conservation fund and allowed to accomulate. from. year to year or may be expended in any year.

§ 2327. Stains of existing agencies unaffected.

This subcthagpter shall not be construed to require a municipal corporation to abohsh an existing conmission
with a related responsibility or te prevent its establishment.

§2328. Assistance from State Conservation Comunission.

The State Conservation. Coromission shall establish a program of assistance to environmental advisory conncils
that may include educafional services, exchange of information, assignment of technical personnel for nateral
resources planming assistance and the coondination of State and local conservation activities.

§ 2329. Assistance from Deparfroent of Community and Economic Developiment.

The Depaxtroent of Commumity and Economic Development shall establich a program of assistance to
environment=! 2dvisory counciis in planning for the management, use and development of epen spacs and

recreation areas.
§ 2341. Short title and scope of subchapter.

{a) Short tifle of subchapter.~-This subchapter shall be koown and may be cited as tht Regicnal Flanning
Law.
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Scope of subchapter.—This subchapter applies to all municipalities, but if shall not operate 25 a
reenactment of any provisions repealed by section 1202 of the act of July 31, 1968 (.L.805, No.247),
known as the Penasylvaniz Municipalities Planning Code.

§ 2342. Definitions.

The following words and phrases when used in this snbchaptcr shzil have the measings given to them in this
section unless the context clearly indicates otherwise:

"Commission." A regional planning commission croated in sccordance with the terms of this subchapter.

“Governing body.” The body or board enthorized by Jaw to enast ordinances or adopt resolutions for the
mumicipality.

-
"Repion.” An area comprised of two or more municipalities which bave joined in cieating a regional
planning cormmission.

§ 2343. Declaration of policy.

For the purpose of promoting health, safety, morals aod the general welfare of the regions in this

Comrnonwealth throuph effective development, the powers set forth in this subchapter for the estabiishment of
regional plagning cormmissions are granted.

§ 2344: Estabiishment and organization of regional planning commission.

(=)

(b}
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General rule ~The governing body of two or more mumicipalities may, by ordinance or resohution,
authorize the establishment or membership in and support of 4 regional planning commission, The
number and qualifications of the miembexs of any conmmission and their ferms and method of
appointment or removal shall be determined and apreed upon by the poverning bodies. A majority of
the members of the commission shall at the tirne of appoinbment to the commission and throeghout the
duration of their service on the commigsion be locally clected officials. Members of the commission
shail serve without salary but may be paid expenses incurred in the poformance of their duties. The
cnmmission shall elect a chairman whose term shall not exceed one year and who shall be eligible for
reclection. The commission may ereate and fill other offices as it may determine,

Rules and records,~The comnission shall adopt rules for the transaction of business and shafl keep 2
record of s resolntions, transactions, findings and determinations, which shall be a puble record.

Assistance from snmieipality —Apy mimicipality may, vpon the request of the conmmission, assign or

detail to the commission any employees of a municipality to make special surveys or studies requested
by the commission.

§ 2345. Finances, staff and program.

@

{®)

General mile.~The governing bodies of municipalities may appropriate fonds for the purposs of
contributing to the opération of the commission. The commission may, with the consent of all the
governing bodies, alse receive grants from the Federal or State gpovernments o1 frorn ipdividuals or
foupdations and shall have the anthority to contract therewith. The cormission may appoint such
employees and staff as it deems necessary for its work and contract with pleoners and other consultants
for the services it may require. The commission may also perfore planning services for any
snegicipality which is 0ot & member thereof and may charge fees for the work. The commission may

also prepare and sell mnups, reports, bulleting or other material and establish reasanable charges
therefor.

Planning assistance.~-The commission may provide planping assistance and do planning work,
including suxveys, land wse studies, vrban renewzl plans, technical services snd other elements of




comprehensive plauning programs, for any municipalities within the regicn. For this puxposs, the
commission may, with the conseat of all the governing bodies, accept any funds, persooncl or other
assistante made available by the Federal ur State government or from individoals or foundstions, and,
for the purposes of receiving and using Federal or State plamning grants for provision of vrban planning
assistapee, the commission may enter into contracts regarding the acceptance or nse of the funds or
asistanoc. :

§ 2346. Commission fo prepare masfer plan.

The commission shall prepare & master plan, and the surveys apd studies essential thereto, for the guidance of

the physical development of the région.

-

§ 2347. Cooperation between commission, municipalities and pthers.

The commission shall encourage the cooperation of the municipalities within the region in matters which
concern the integrity of the master plan or maps prepased by the comuaission, and, 25 an aid toward
coordination, all municipalities and public officials shall, upon request, furnish the commission ‘within a
reasonable time the available maps, plans, reports and statistical or other Information it may require for its
work.

§ 2348. Interstate participation.

Whencver z regional planning commission has been or is bamg established to serve the Pennsylvania portion of
an area which, for planning purposes, constitutes a logical region as approved by the State Planning Board and
which extends beyond the boundaries of this Commonwealth, the commission may admit to membership
mmicipalifies that are part of the same region but located in other states. Municipalities may participate,
throngh membership and financial supporxt, in commissions that have been or are being established in other
stetes when the mumicipalitics are part of the same region sexrved by the out-of State corrnission.
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January 29, 2010

Mr. Bryan Beppler

Asgistant Human Resourses Director
County of Cambria

4901 Candlelight Drive

Ebensburg, PA 15931

Re: Cease and Desist Soliciting, Marketing and Selling Highmark Blue
Cross Blue Shkield Medical ¥nsarance Coverage

Dear Mr. Beppler:

Per your discussion with John Marron on January 29, 2010, we understand that you will
not meet on this issue. As a result we feel it is prudent to send this letter via registered
mai! to ensure these serious risk issues are immediately addressed, It was our intention to
centimie cur dialogue and fo review this letter in draft form.

Highmark Blue Cross Blue Shield (Highmark) issued a medical policy of insurance to
Cambria Counfy, covering Cambra County employecs The pohcy was eﬂ'actwe
Janua:y 1 2009and rencwed startmg .Tan : BNEER : i
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Risk to Cambria County’s Insured Risk Fool: As most of the entities that Cambria
County has approached for insurance have 50 or fewer emrolled employees, the common
marketplace practice for developing rates for these employers is medical underwriting,
demographic yating, or a combination of these. Therefore, the only time the Cambria
County premium rates will be atiractive to these potential employers is when the free
market bas determined that the risk/demopraphic developed rates are higher.than
Cambria County!s rates. Simply put, this is a potentially disastrous strategy that is
guaranteed to attract worse than average risk. Furthermore, the private marketplace

Fifth Avenue Place = 120 Fith Avenue » Pittshurgh PA 15222-3099 ~ 1412} $34.7000
. wewwchighmarklchs.com
Highmark phue Cross S Shiwkd & an Independent Licensee of fir Blee Cron and Blue Shisid Assockxion
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routinely aundits for continued participation to enswre the group imitially and on an
ongoing basis enrolls the appropriate number of employees for the developed rates.
Additionally, the practice of medical nnderwriting in the small group marketplace can
end up in less than scrupulous producers looking to “dump™ high-risk groups in other risk
pools. The current contract and rate develop by Highmark for the Cambria County
program does not support these activities.

Regulatory Risk fo Cambria Countfy: Based on the information we have, we believe that
Cambria County has great potential liability. As far as we know, Cambria County is not
licensed to solicit, market or sell insurance in Pennsylvania and, thus, is in violation of
various Pennsylvania insurance laws. Cambria County certainly is not authorized to
undertake such practices on behalf of Highmark and is violating Highmark’s policies.
Furthermore, if any of the municipalities and entities to which Cambria County has

-marketed and sold Highmark coverage fails to pay premiums, nghmark will look to
Cambria County to pay those premiums.

Additiona! Risks to Cambriz County: We also assume that Cambria County’s actions
with regard to soliciting, marketing, selling, collecting premiums and administering
insurance for other non-county related entities would f2ll beyond the scope of any
activities covered by Cambria County’s general liability policies or any other applicable
insurance policies becanse they are not within the bounds of normal county activity.
Thas, for instance, if one of the municipalities or one of its members should sue Cambria
County for something the County did or failed fo do in collecting prem.iu:ns or
administering the coverage, Cambria County could be held liable and have no insurance
that covers such conduct,

Possible Privacy Liability Concerns for Cambria County: Highmark does not know what
services Cambria County provides to the other municipalities and entities, however, in
the Consortivmn Participation Requirement and Parameters document a statement is made
that the Consortium will share “utilization information and MLRs for the consortium as a
whole.” Without knowing the exact relationship between the Consortium, Cambria
County, the municipalities and other entities, all of these parties could be in violation
HIPAA and other applicable laws concerning the protection and confidentiality of
Protected Health Information and, thus, have potential liability not only to each other and
members, but also to the State and Federal government.

beheves that cancclmg would cavse ha.rm to members who havc dom:: nuﬂung wrong.
Therefore, Highmark is willing to continue the insurance policy through December 2010,
at which time Cambria County could choose to stay with Highmark and obtain coveré.ge
solely for its emoployees, or it could seek coverage elsewhere. After 2010, Highmark
would write separate coverage for each of the other municipalities and cntmes that

Cambna County currently has counted w:thm 1ts coverage. & O FEoSER
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I hope this letter helps to nnderscore the seriousness of the sitnation in which Cambria

County has placed ifself and Highmark. We hope that we can resolve this matter
amicably and we are willing to work with you fo that end.

Vs

Robert K. MceGeown
Director, Special Accounts

-

cc: Ronald Baker — Director of Human Resources — County of Cambria
John Marron - Highmark
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Highmark: Net income doubled in 2009 |

Thursdey, Aprit 01, 2010
By Bl Teland, Piisburgh Post-Gazette

Contmumg its evolution from 2 heaith insurer to a “health and wellness” company, Pittsburgh's Highmark Inc. reported that

its retail vision and dental divisions helped buoy its overall performance last year, with total revenues and net income both
improved over 2008.

Highmark's vision and dental subsidiaries, in fact, accounted for more than haif of the company's operating 200% income.
Throw its reinsurance business into the mix, and those three nonmainline divisions tallied a net income of $122 million.

"We had a strong performance in 2009 compared 1o 2008," Nanette DeTurk, Highmark's executive vice president and chief
financial officer, said Wednesday. She alsg said the company planned to open this year fonr new Highmark Direct retail

stores selling policies to individuals and small businesses, including three locally. An official announcerment is expected this
month,

Yor 2009, the insurer reported total net income of $187.7 million, a doubling of its $94.1 million in 2008 but still off the
$375.4 million mark set in 2007.

Total revenues were reported at $13.7 billion, up about $700 miltion over 2008,

Highmark's investments did better, and it reported lower impairments on some of the assets in its investment portfolio; as a
result, investrnent income doubled from 381 million to $160.4 million.

The region's dominant health insurer also made a point -~ as it does each year - to show that its net income margin of 1.4
percent is well below that of the nation's Jargest insurers, such as Aetna, Cigna and WellPojnt.

Ag a not-for-profit, private company, the Bive Cross-Blue Shield insarer is not required to make regplar income seports
available to the public but chooses to issite an annmal report each year in late March or early April.

‘The company's surplus is now up to $3.4 billion, while total health insurance membership dropped slightly -- from 4.8
million mesmbers to 4.7 rillion. Membership is expected to remain stagnant, despite a nice bump at the cutsef of 2010 as 2

result of the residual effect of PNC Financial Services' acquisition of National City Bank, which browght new employees
onto Highmark's plans.

*Our projections are flat. We continue to see some growth in our individual business, particularly our stores, but we continne
to expect slight declines" in group business accounts, Ms. DeTurk said.

The drop in business accounts was blamed on continued, elevated unemployment.

Insurance, this year as manch as ever, is a changing business, and not just because of the landmark health-care reform bill that
squeezed through Congress and onto the president's desk Jast month. Even without reform, the stagnant health care pool and
ever-increasing health care costs have pushed insurers to try to frim both medical retmbursements and administrative
expenses, while finding new revenue streamns elsewhere.

Administratively, that means cutting down on paper statements, freezing pay, offering hundreds of buyouts of -- possibly -
outsourcing some jobs.

Om the healih side of things, Highmark has been exploring reinstituting a form of medical reimbursement called “capitation,"
which resembles HMO reimbursement plans of old. The advantage of a “capped" reimbursement pact is that providers, such
as doctors and hospitals, essentially work under a flat-1ate, per-patient contract instead of on a fee-for-service basis.

Tust three years ago, Highmark moved away from capped products, operating as fee-for-service insurer starting in Jannary
2007. But several media outlets have reported that Highmark, Meadville Medical Center and Heritage Valley Health System
are investigating & new capitation model as 2 way to reimburse the two suburban health systems.

It would not be a tectonic shift -- the Kaiser Family Foundation says a quarter of all Pennsylvaniang still have some kind of

HMO insurance -~ and Highmark spokesman Michael Weinstein said the talks of "capitation” were preliminary and part of
farger discussions about ways to save money. :

Wity fararar nast-oavette. com/me/10001/1047125-28 .stm 6/24/2010
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"We are talking with some health systems i1 the ares to see if there 4 shared, mutual interest [in] lookmg at new ways for
health care delivery," he said. "We're in the very early stapes.”

Highmark also has spent the past year bolstering the local visibility of its retail vision segment. This winter, the company
opened eight Visipnworks outlets in Western Penpsylvania, including stores in The Mall at Robinson, Ross Park Mail and
Momnroeville Mall. : '

The growth of Highmark's for-profit subsidiaries has allowed the insurance side of the business to offer competitive rates,
according to the insurer.

"We'te excited over the growth of the vision company,” said Highmark CEO Kennsth Melani. "Our subsidiaries have grown
substantially over the last 10 years. Without them, we'd be hard pressed to underwrite insurance the way we do in the
marketplace.”

This week, Standzrd & Poor's Ratings Services withdrew its corporate credit rating on Eye Care Centers of America Inc. at
the company’s request. The retail vision chain is owned by BVHC Inc,, itself a vision-care holding subsidiary of Highmark
Inc. HVHC is refinancing debt it took on when it acquired the Texas-hased vision compary in 2008.

Also this week, the state’s Commonwealth Court officially denied Highmark's request for a temporary restraining order in its
lawsuit against the state Department of Insurance.

Highmark wanted the court to suspend an investigation into the state's Blue Cross-Blue Shield insurers and the health

insurance marketplace, claiming that the department was ahout to reveal proprietary information and had no right to conduct
ap examination of such scope.

The suit was filed in March. A hearing on a permanent injunction is set for later this month.

&1l Totand; brolandgdpost-gazetle.com or 442-263-2625.

“Wioney Q&A" and "Company Town" are featered exclusively at EG+, & members-only web site of the
Pittsburgh Post-Gazette. Our introduction to PG+ gives you all the details.

Firsl publisned on Api 1, 2070 a1 12:00 am

httn:/fwww nost-gazette.com/pe/10091/1047125-28 stm i 6/24/2010



RATE COMPARISONS ON THE TOWNSHIPS/BOROUGHS PRIOR TO THEIR ENTERING THE
CONSORTIUM (Note their 2008 rate from Highmark* versus the County’s 2009 rate from Highmark
when part of the Consortium)

Name of Township / Number of | |.eve! of Coverage] Rates for their Cambria Difference % of
Borough Employees plan priorto | County’s 2009 i per month | Increase

2009 enfry (per| rates (per by entering

month) monith) Consortium
Clearfield Township 2 Single $640.34 $381 851 $258.48 68%
Conemaugh Township 2 Single $800.00 33g1.8p] $418.14 110%
Ferndale Borough &  |Single $510.88 $381.8g $129.02 34%
Family $1,532.18 $1,181.46 9350.72 30%
Lilly Borough 3 Parent & Children $1,244.49 $918.75| $325.74 35%
Two Person $1,655.20 1,028.73] $626.47 61%
Family $1,725.71 $1,181.46| $544.25 46%

Southmont Borough 5 Single $464.23 $381.86| $82.37 22%
Two Person $1,263.54 $1,028.73 9$234.81 23%
Susquehanna Township 2 Single $767.99 $381.a5 $3856.13 101%
Parent & Child $1,535.87 $918.75; $617.22 B87%
Two Person $2,111.96 102873 $1.083.23 | 105%
Family $2,303.95 $1,181.46] $1122.49 | 95%
West Carroll Township 1 Single $465.94 $381 861 $84.08 22%
Northern Cambria Borough 12 Single $683.93 F38T86] $302.07 5%
Parent & Child $1,367.86 $918.751 $448.11 49%
Two Person $1,880.81 $1,028.73] $852.08 83%
Family $2,051.80 $1,181.46] $870.34 74%

*These rates are those of the Townships/Boroughs 2008 plan year. These Townships/Boroughs

anticipated double digit rate renewal increases for 2009 on top of their 2008 rates.
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January 29, 2010

M. Bryan Beppler

Assistant Human Resources Dn‘ector '
County of Cambria

401 Candlelight Drive

Ebensburg, PA 15931

Re: Cease and Desist Soliciting, Marketing and Selling Highmark Blue
Cross Blue Shleld Medical Insurance Coverage '

Dear Mr. Beppler:

Per your discussion with John Marron on Janumy 29, 2010, we understand that you wiil
not meet on this issue. As a result we feel it is prudent to send this letter via registered
mail to ensure these serious risk issues are immediately addressed. It was our intention to
continue our dialogue and to review this letter in draft form.

Highmark Blue Cross Blue Shield (Highmark) issued a medical policy of i insurance fo
Cambria County, covering Cambria County employees. The policy was effectwe
Jmluary 1 2009 a.nd renewed startlng Janual:gy 1, 2010. xlthﬁﬁ;@,ﬁ:"é'b”nﬁg Ealiiss:is
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Risk to Cambria Counrg’s Insured Risk Pool: As most of the entities that Cambria
County has approached for insurance have 50 or fewer enrolied employees the common
marketplace practice for developing rates for these employers is medical underwriting,
demographic rafing, or a combination of these. Therefore, the only time the Cambria
County premium rates will be attractive to these potential employers is when the free
market has determined that the risk/demographic developed rates are higher than
Cambria County’s rates. Stmply put, this is a potentially disastrous strategy that is
guaranteed to attract worse than average risk. Furthermore, the private marketplace

Filth Avenue Place « 120 Fifih Avenue » Pittshurgh PA 15222-3099 » 412} 5437000
. wwwhighaarklcbs.com
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routinely audits for continued participation to ensure the group initially and on an
ongoing basis enrolls the appropriate number of smployces for the developed rates.
Addltmnally, the practice of medical underwriting in the small group marketplace can
end up in less than scrupulous producers looking to “dump” high-risk groups in other risk

pools. The current coniract and rate develop by Highmark for the Cambria County -
program does ot support these activities.

Regulatory Risk to Cambria County: Based on the information we have, we believe that
Cambria County has great potential liability. As far as we know, Cambria County is not
licensed to solicit, market or sell insurance in Pennsylvania and, thus, is in violation of
various Pennsylvania insurance laws. Cambria County certainly is mot authorized to
undertake such practices on behalf of Highmark and is violating Highmark’s policies.
Furthermore, if any of the municipalities and entities to which Cambria County has
snarketed and sold Highmark coverage fails to pay premiums, Highmark will look to
Cambria County to pay those premivums.

Additional Risks to Cambria County; We also assume that Cambria County’s actions
with regard to soliciting, marketing, selling, collecting premiums and administering
insurance for other non-county related entities would fall beyond the scope of any
activities covered by Cambria County’s general liability policies or any other applicable
insurance policies because they are not within the bounds of normal county activity.
Thus, for instance, if one of the municipalities or one of its members should sue Cambria
County for something the County did or failed to do in collecting premiums or
administering the coverage, Cambria County could be held liable and have no insurance
that covers such conduct.

ossﬂnie Privacy Liability Concermns for Cambria County: Highmark does not know what

services Cambria County provides 1o the other municipalities and entities, however, in
the Consortium Participation Requirement and Parameters document a statement is made
that the Consortium will share “utilization information and MLRs for the consortium as a
whole.” Without knowing the exact relationship between the Consortivm, Cambria
County, the municipalities and other entities, all of these parties could be in violation
HIPAA and other applicable laws concerning the protection and confidentiality of
Protected Health Information and, thus, have potential lability not only to each other and
members, but also to the State and Federal government,

for the best way to undo what has occurred. SHshmaky
S eriTale e a,h"w“f‘*ér;*’"?f:"’"' ST However, it also
believes that cancehng would cause harm to members who have dome nothing wrong.

Therefore, Highmark is willing to continue the insurance policy through December 2010,

at which time Cambria County could choose to stay with Highmark and obtain coverage
solely for its employees, or it could seek coverage elsewhere. After 2010, Highmark
would write separate coverage for each of the other mummpahnes a.nd entltles that
Cambna County cu:renﬂy has counted wﬂhm its coverage. ; ;

There is not a good




1 hope this letter helps to underscore the seriousness of the situation in which Cambria
County has placed itself and Highmark. We hope that we can resolve this matter
amicably and we are willing to work with you to that end.

Sincerely, :
] Z Lk v YV\EM |

Robert K. McGeown
Director, Special Accounts

-

cc: Ronsald Baker — Director of Human Resources — County of Cambria
John Marron - Highmark



pennsylvania
. GOVERNUR'S CENTER FOR
LOCAL GOVERNMENT SERVICES

-

Intergover_'nmental
Cooperatlon Law

Area Govenlmengﬁ
E
AR P T
EngdmentsihT

d Intergove




Intergovernmental Cooperation Law

Area Government aud Intergovernmental Cooperatxon
53 Pa. C.5. Chapter 23
Includes all zmernduents throngh the act of May 360, 2001, P.1. 162, Np. 13
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" § 2301, Scope of subchapter.
This subchapter applies to all local governments,




§ 2302. Defnifions.
The following words and phrases when used in this subchapter shall have the mesnings given to them in this
secHon unless the context clearly indicates otherwise:

"Local povernment.” A county, city of the second class, second class A and third class, borough,
incorporated fown, fownship, school district or any other similar general purpose unit of government created
by the Geperal Assembly afier July 12, 1972, ;

§ 2303. Intergovernmentzl cooperation anthorized.
{a) Generl role.—-Two or more local governments in this Commonwealth may jointly cooperate, or any
Tocal government may jointly cooperate with any similar entities located in any other stats, in the
exercise or in the performance of their respective governmental functions, powers or responsibilities.

(b} Joint agresments.—For the purpose of carrying the provisions of this subchapter into effect, the Jocal
governments or other entities so ceoperating shall enter into any joint agreements as may be deemed
., 2ppropriate for those purposes.

§ 2304. Inferguvemmenta] cooperation. : i

A municipality by act of its poverning body may, o1 upon being required by initiztive and referendum in the
area affected shall, coeperate or agree in the exercise of any foaction, power or responsibility with or delegate
or transfer any fimction, power ot regponsibility to one or mere other local governments, the Federal
Govemment or any other state or ity government.

§ 2305, Ordinance.

A local government may enter into intergovernmental cooperation with or delegate any functions, powers or
responsibilities to another governmental unit or Jocal goverpment wpon the passage of an ordinance by its
governing body. If mandated by initiative and refercndum in the area affected, the local government shall adopt
such an ordipance. j

§ 2306. Inifiative and referendum.

(a) Toitative~-An initiztive under this subchapter shall be commenced by filing with the appropriate
election officials at least 90 days prior to the next priznary or general election & petition containing a
proposal for yeferendurn signed by electors comprising 5% of the mmber of electors voting for the
office of Governor in the last gubematorial election in each Jocal government or area affected. The
applicable election officials shall place the proposal on the ballot in 2 manner fairly representing the
content of the petition for decision by refexendum at the election. Imtlahve: on a similar quest(nn shall
not be submitted more ofien than coce in five years.

{b) Referendum.—The qur:shon shall be placed on the ballot ag a referenduin and shall become effective by
2 mazjority vote of the electors voting thereon.

§ 2307. Content of ordinance.

The ordinance adopted by the governing body of a local government entering into intergoverniental
cooperation or delegating or fransferring any functions, powers or xesponsibilities to another local gﬁvemmem
or to a council of governments, consortium or any other similar eatity shall specify:

(1} The conditions of agreement in the case of cooperation with or delegation to other local governments,
* the Commonwealth, other states or the Federal Government.

{2y The duration of the term of the agreement.

(3} The purpose and cbjectives of the agreement, mcludmg the powers and scope of authority delegated in
the agreeme:n‘r_




{4) The mamner and extent of financing the agreement.
(5) The organizafional struchire necessary to implement the agreement
{6) The manner In which real or personal pmpcrty shatl be acquued, m;maged, hcansed or dJsposed of.

g 2308. Blﬁs far certain jomt purchases.

All joint purchases involving an expenditure of more than $16,000 shall be made by contract, in writing, only
after notice for bids once 2 week for two weeks in at least one and not more than two newspapers of general
cirgulation in the joining local governments. All contracts shall be let to the lowest responsible bidder. Bvery
contract for the construction, reconstraction, alteration, sepair, Improvement or maintenance of public works

.shali comply with the provisions of the act of March 3, 1878 (P.1..6, No.3), known as the Steel Products
Procurement Act.,

§ 2303, Direct purchases.

In addition to joint purchases anthorized by section 2308 (relating to bids for certain joint purchases), loeal
govermmends way make direct purchases from vendors or suppliers of goods, raterizls or equipment without
compHance with existing and otherwise appBcable statutory requirements govering competitive bidding and
execution of contracts as follows:

(1} Amny county may by appropriate resolution, and subject to such reasonable regulations as it may
prescribe, permit any local government within the county to participate in or purchase off confracts for
goods, materials or equipment entered into by the county.

(2) Any local government desiring to participate in purchase contracts shall fle with the county
purchasing agency and with the county solicitor a certified copy of an ordinance or resolution of its
governing body requesting that it be authorized to participate in purchase contracts of the county and
agreeing that it will be bound by the terms and conditions as the county preseribes and that it will bc
responsible for payment directly to the vepdor under each purchase contract.

{3) The county may penmnit paricipation by local goveroments only where the solicitation for bids and
specifications for the connty contracts, and the contracts thernselves, expressly provide for and inform
prospective and successful bidders that the confract to be let is intended to be subject to this subzhapter
and to regulations adopted by the county.

(4) Among the terms and conchtwns as the county may specify, it shall pr&smbe that all prices shall be
F.O.B. destination.

§ 2310, JYoint purchases with private ,educaﬁonal establishments.

Any local governmnent may, by ordinance, authorize joint purchases of materials, supplies and equipment with
any private school, parochial school, private college or university or nonprofit human services agency within
the local guvernment, The ordinance shall require that the school, eollege or agency shall be bound by the
teims and conditions of purchasing agreements which the Jocal government preseribes and that the school,
college or agency shall be sesponsible for payment directly to the vendor under each purchase contract.
Schools, colleges and agencies shall be exempt from any existing statutory requirements govesning
competitive bidding and execution of contracts with respect to purchases under this section.

§ 2311. Written or telephonic price quotations reguired.

Written or telephonic price quotations from st least three qualified and Ies;)onsﬂﬂ&: confractors shall be
requesied for all contracts that exceed $4,000 but are less than the amownt requiring adveriiserent and
competitive bidding, or, in lieu of price guotations, a memorandum shall be kept on file showing that fewer




than three gualified contractors exist in the market area within which it is practicable to obtain quotations. A
written record of telephonic price quotations shall be made and shall contain at least the date of the guotation,
the name of the contractor and the contractor’s representative, the construction, reconsiruction, repair,
maintenance or work which was the snbject of the guotation and the price, written price quotations, written
secoyds of telephonie price quotations, and memoranda shall be retained for a pedod of three years.

§ 2312. Division of hransactions provided.

No Tocal government shall evade the provisiens of section 2308 {relating to bids for certain joint perchases) ag
to advertising for bids or purchasing materials or confracting for services piccemes] for the pmpose of
obtaining prices under $10,000 upon transactions which should in the exercise of reasonable discretion and
prudence be conducted as one fransaction amounting to more than $10,000. This provision is intended to make
uplawful the practice of evading advertising requirements by making a series of purchases or contracts each for
less than the advertising requirement price or by making several simultaneous purchases or contracts each

below such price when in either case the fransaction involved should have been made as one transaction for oxe
price.

§ 2313. Peraliy.

Any member of 2 governing body of a local government who votes to unlawfully evade the provisions of
section 2308 (relating to bids for certain joint purchases) and who koows that the transactinn, upon which be so
votes is or ought to be & part of a larger transaction and that it is being divided in order to evade the

requirements as o advertising for bids commits a misdemeanor of the third degree for each contract entered
into as a direct result of that vole.

§ 2314. Review of agreement by Local Govermment Commission.

Every egreement between a local government and the Commonwealth, any other state, government of ancther
siate or the Federal Government under the provisions of this subehapter shall, pror to and as a copdifion
precedent fo enactment of an ordinance, be submitted to the Local Government Commission for review and
recommanendation, The commission shall within 60 days of receipt of the agreement determine whether it is in
proper form and compatible with the laws of this Commponwealth. Failure of the commission to make

recomméndations within 60 days of receipt of the agreement shell constitute 2 recommendation in favor of the
agreement.

$ 2315. Effect of joint cooperation agreements,

Any joint cooperation agreement shall be deewned in force as to any local government when the agreement has
been adopted by ordinance by 2ll cooperating local governments, After adoption by all cooperating local
governments, the agreement shall be binding upon the local government, and its covenants may be enforeed by

approprizie remedy by any one or more of the local governments against any other local government which is a
party to the agreement.

§ 2316. Recognition by Commonwealth departments and apencies.

All Commonwealth: departients and agencies in the performance of their admmxstranve doties shall deem a

council of governments, sonsartinms or other similar entities established by two or more mummpahnes under
this subchapter as a legal entity.
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§ 2321.

: SUBCHAFTER B
ENVIRONMENTAL ADVISOCRY COUNCH.S

Scope of subchapter.

Establishment of environmental advisory council,

Composition and organization of council.

Powers end duties of council.

Records zand reporis.

Appropriations for expenses of council.

Status of existing apencies unaffected.

Assistance from State Conservation Comunission,

Assistauce from Department of Community and Economic Development.

Scope of subchapter.
This subchapter applies fo all municipal corporations.

§ 2322 Establishment of environmental advisory council.

The governing body of sy municipal corporation or group of two or more municipal corporations may by
ordinance establish an environmental advisory council to advise other Jocal governmental agencies, including,
but pot limited to, the planning coromissior, park and recreation boards and elected officials, on matters -
dealing with protection, conservation, management, promotion and use of natural resources, incleding air, land
and water resonrces, located within its or their territorial limits. ‘

§ 2323. Composition and organization of comncii.

(a)

(®

(e}

(D)

Composition.~An enviromnenial advisory council shall be composed of o less thay thres nor more
than seven residents of the municipal corporation establishing the council, who shall be appointed and
all vacancies filled by the goveming body, Where two or more nwnicipal corporations jointly establish
an environmental advisory council, the members shall be appointed in the same manner by each of the
respective municipal corporations establishing the council, each constituent municipal corporation to
have equal membexship on'the joint conncil.

Term of office.—Counncil members shall serve for three years except that initial appointments shall be

so staggered that the terms of approximately one-third of the membership sha]l expire each year, the
terms of their suctessors 1o be of three years each.

Compensation and expenses.--Members shall receive no compensation for their services but shall be

reimburzed for the expenses actually and necessarily incurred by them in the performance of their
duties,

Chairman.—-The appointing authority shall designate the chairman of the council except that in joint
councils the chairman shall be elected by the duly selected members. Whenever possible, one member
shall also be a member of the municipal planning board.




§ 2324, Powers and dufies of council.
{2} Geneszalrule.—An environmental advisory covncil shafl have the power to:

(1)  Hentify environmental problems and recommend plans and programs to the approprate
agencies for the promotion and conservation of the nahmal regources and for the protection and.
improvement of the quality of the enwmummt within its territorial limits.

(2)  Make recommendations as to the possible use of open land areas of the municipal corporatmns
within its territorial Hmits.

(3}  Promote z community envirownemal program,

(4)  Keep an index of all open areas, publicly or privately owned, m.ch.tdmg flood-prone areas,

swamps and other unique natural areasyfor the purpose of obtaining information on the proper
use of those areas.

(5)  Advise fhe appropriate local government agencies, including the planning commission and
recreation and park board or, if none, the elected governing body or bodies within its ferritorial
limits, in the acquisition of both real and personsl property by gift, purchase, grant, bequest,
easement, devise or lease, in matters deating with the purposes of this subchapter.

(b)Y Limitation.—An environmental advisory council shall not exercise any powers or perform any duties
which by law are conferred or imposed upon a Commopwealth agency.

§ 2325. Becords and reports.

An environmental advisory council shall keep records of its meetings and activities and shall make an appual
report which shall be prinfed in the annuat report of the mumicipal corporation or, if none, etherwise made
known and available.

§ 2326. Appropriations for expenses of council.
The governing body of any municipal corporation establishing an environmental advisory council may f
apprepriate fimds for the expenses iscurred by the conncil. Appropriations may be expended for those ;
adnﬁnis}n!ﬁve, clerical, printing and legal services as may be reguired and as shall be within the limit of funds
appropriated to the council. The whole or any part of any finds so appropriated in any year may be placed in a
consarvation fimd and allowed to accumulate from year fo year ox may be expended in any year.

§ 2327. Status of existing agencies nnaffected.

This subchapter shall not be construed to require a municipal corporation to ahohsh an existing comrnission
with a related responsibility or to prevent its establishment.

§ 2328. Assistance from State Conservation Commission.

The State Conservation Commission shall establish a program of assistance to environmental advisory couacils
that may inchude educational services, exchange of information, assignment of technical personnel for natural
resources planning assistance and the coordination of State and local conservation activities.

§ 2329. Assistance from Department of Community and Economic Development.

The Departesent of Community and Ecoromic Developiuent shall establish 4 program of 3531stance to
environmental advisory councils in planning for the management, nse And development of open space end

recreation areas.
§ 2341, Short title and scope of subchapter.

(a) Short title of subchapter.--This subchapter shall be known and may be cited as the Regional Plarming
Law.




(b) Scope of subchapter,—This subchapter applies to all mmmicipalities, ut it shall not cperate as a
reenactment of any provisions repealed by section 1202 of the act of July 31, 1968 (¥ 1..805, No.247),
known as the Penngylvania Municipalifies Planning Cede.

§ 2342. Definitions.

The following words and phrases when used in this subchaptcr shafl have the meanings given to them in this
section unless the context clearly indicates ntherwise:

“"Commission"” A regionel planning copmission created in accordance with the terms of this subchapter.

"Goveming body." The body or board anthorized by law to enzct ordinances or adopt resolutions for the
mumicipality.

"Region." Ap area comprised of two or more municipalities which have joined in creating a regional
planning commiission.

§ 2343. Declaration of pelicy.

For the purpose of promoting health, safety, rorals and the general welfare of the regiens ix this
Commonwealth through effective development, the powers set forth in this subchapter for the establishment of
regional planning commissions are granted,

§ 2344. Establishwent and organization of regivnal planning commission.

(2) General rule ~The governing bedy of two or meore municipalities may, by ordinance or zesolrtion,
authorize the establishment or membership in and support of 4 regional planning commission. The
puanber and qualifications of the members of any commission and their terms and method of
appointment or removal shall be determined and agreed upon by the governing bodies. A majority of
the members of the commission shall at the time of appointment to the cormmission and thronghout the
duration of thefr service on the commission be locally elected officials. Members of the commission
shall serve without salary but may be paid expenses incurred in the performance of their duties. The
comn:ussmn shall elect 2 chairman whose term shall not exceed one year and who shall be eligible for
teelection. The comumission may create and il other offices as # may determine.,

(b} Rules and records.—The commmission shall adopt rules for the transaction of business and shail keep a
record of its resolutions, ransastions, findings and determinations, whick shall be a public xecord.

{c) Assistance from municipality.~Any municipality may, vpon the request of the commission, assign or
detail to the commission any employees of a municipality to make special surveys or studies zequested
by the commission.

§ 2345. Finances, staff and program.

{2) General rule.—The poveming bodies of municipalities may appropriste funds for the purpose of
contributing to the operation of the commission. The cornmission may, with the consent of all the
governing bodies, also receive grants from the Federal or State governments or from individuals or
foundations and shall have the authority to contract therewith. The commission may appoint sach
employees and staff as it deems necessary for its work and contract with plammers and other consultants
for the services it may regnire. The commission may also perform planning services for any
mgicipality which is not a member thereof and may charge fees for the work, The commission may
also prepare and sell maps, reports, bulletms or other material and establish reasonable charges
therefor.

(b) Planning assistance.~The commission may provide plaoning assistance and do planning work,
including surveys, land use studies, wrban remewal plang, technical services and other elements of




comprehensive planning programs, for any municipalities within the region. For this purpose, the
commission may, with the consent of all the governing bodies, accept any funds, personnel or other
assistance made available by the Federal or State government or from individuals or foundations, and,
for the purposes of receiving and using Federal or State planping grants for provision of urban planaing
assistance, the commission may enter info coniracts regarding the acceptance or use of the funds or

assistance.

-

§ 2346. Commission to prepare masber plan. _
The commission shall prepare e master plan, and the surveys and studies essential thereto, for the guidance of

the physical development of the region.

§ 2347. Caoperation between comumission, municipalities and others.
The commission shall encourage the cooperation of the municipalities within the region in matters which ' ]
concern the integyity of the master plan or maps prepared by the commission, and, as an aid toward

coordination, all municipalities and public officials shall, upon request, fornish the commmnission within a

reasonable time the available waps, plans, reports and statistical or ether information it may require for itg

work.

§ 2348. Interstate participation, :
Whenever a regional planming conmmission has been or is being established to serve the Pennsylvania portion of
an area which, for planning purposes, constitutes a logical region as approved by the State Planning Board and
which extends beyond the boundaries of this Commonwealth, the commission may admit to membership
mnpicipalities that are part of the same region but located in other states. Municipalities may participate,
thronpgh membership and financial support, in commissions that have been or are being established in other '
states when the rmtmicipalities are part of the game region served by the out-of-State commission.




COMMISSIONERS

P.JL STEVENS
PRESIDENT RONALD 4. BAEKER
DIRECTOR OF HUMAN RESOURCES
MILAN GJURICH

SALVATORE "S4M™ VALENTY

®ffice of ﬁnzm Btaxmrm

A0 Candlelight Drive, Suite 239
Ebensburg, PA 15931
Telephone: {814) 4721410
Foe {814 472-2127

February 8, 2010

R(;beﬁ K. McGeown, Director, Special Accounts
Fifth Avenue Place, 120 Fifth Avenue
Pittsburgh, PA 15222

Dear Mr. McGeown:

The County is in receipt of your letter dated Janunary 29, 2010, which arrived at our County Office on
February 4, 2010. Your letier contains numerous factual assertions and assumptions, which are incorrect.
Inifially, you claim that Highmark was not aware of the Consortium, This is entirely incorrect. John
Marron, Highmark Client Manager (Johnstown), and Robert Sankey, New to Blue Account Executive,

- were aware of the Consortium in November 2008 before Highmark ook on the account again. The
County bas proof of their knowledge, as well as the knowledge of your third party administrator and their
staff, the Reschini Group. Therefore, any claims of the lack of knowledge from Highmark regarding this
Consortium are without merit. Highmark was well aware of this Consortinm and entered into this
confract with that knowledge. '

Highmark’s coverage of the Consortium was agreed to by your representatives and created under a
bona fide and legal enactment of State Law: The Intergovernmental Cooperation Act of 2001. Your
threats of coverage curtailment in the future is an effort to mmove this County from the exercise of its legal
rights under the Act. State Law supersedes your internal policies. Likewise, the actions of your agents
and representatives supersede any policy Highmark may have since Highmark accepted this contract with
knowledge of the Consortium. Additionally, Highmark bas engaged in such practices with this County
for over a decade, even before there was legislative authority to do so, in that it has always recognized
independent local government authorities within this County and their employees under Subgroup 40 of
our plan. These employees were never, and are not presently employees of the County, Mr. Marron has
known that for over a decade as our Account Representative. '

Highmark’s assertions that “Cambria County has been soliciting, marketing and selling to other
municipalities and entities insurance that was written fo cover Cambria County employees only”, is
absurd. Highmark on every level knew the County’s Consortium plans in November of 2008. These
plans were discussed in detail with John Matron, Robert Sankey, Greg Bivens of the Reschini Group, as
well as his associates, Allison Clevenger, and Cynthia Arcurio. All issues were discussed. Robert Sankey
had his departmental Associate, Stephanie Barnyak, along with the Reschind Group personnel, work out
the details, This included the most defined details of the transition of the Cambria County account from



UPMC to Highmark. This included in-depth conversations again on the Consortium members and
Highmark applying different base-five group numbers to the Consortium members. Inferestingly, we
previously filed a complaint with the Insurance Commission regarding Highmark’s unilateral change in
our rates for 2010. Despite providing full disclosure to the Commission, they never raised any concern
over “soliciting™ as you allege. In sum, we find your claim in this regard baseless. Now the position of
Highmark is that you intend to change the ferms of the relationship by threatening the curtailment of
coverage unless we dissolve the Consortinm. ‘We also view this letter as a threat to treat this County in an
unfavorable rate review at the term of this contract because we will not acquiesce to your new position of
the Consortium. Your letter is clear. If we do not do as Highmark requests, you are going to impose
punitive economic actions in the form of increased rates or cancellation of coverage on this County.
Threats of this nature will not be tolerated by the County and we too will exercise whateves legal option at
our disposal to get Highmark fo cease and desist in this type of activity now or in the firture.

Your assertions on adverse risk is also without merit in that these Consortium members belong to a
homogenous work proup; Local Government. The risks encountered by their entry into our plan are
handied as any other in a healthcare carrier relationship; et renewal time when the utilization and MLR’s
are viewed. In addition, no carrier, Highmark included, controls who we hire. This County hires new
employees in nunibers of between 50 and 100 each year. Each comes info the plan and each has the
potential to dramatically impact the MR due to existing conditions they may have or conditions that
develop post hire within a plan year. As with any other event that impacts the MLR, itis adjusted at next
year’s renewal, Your assertion about adverse selection is also intended to build a defense in a defenseless
atterpt to terminate the Consortivm.

As far as your issues with HIPPA, we are well aware of the rules regarding the rights to privacy.
Group utilization information is not employee specific and is a tool that even Highmark uses daily to
determine where the major cost centers for dispensed healthcare lie. The consumer group is also entitled
to this information. Highmark themselves has refused to provide this County utilization information
broken down by our various subgrowps. Your claims have been that you cannot give us our own
information because it is a violation of HIPPA. We believe the reason is so that we cannot effectively
look at our plans and make meaningful changes in coverage in areas that will reduce our premium costs;
specifically dropping certain coverage areas that our people do not use. In our opinion, our Consortivm
arrangements and internal policies associated with this process are sound and present us with no
infringements on HIPPA regulations that could not arise in any other normal course of business;
nonetheless, thank you for your concern on our behalf.

Attached, you will find documentation that goes back to November 2008. These include e-mails,
jacket covers for Consortium coverage booklets produced by the catrier and other documentation. F is
astounding that you and your representatives claim ignorance on this Consortium. This documentation
and moxe at our offices from 2008 and 2009 point squarely and clearly to the fact Highmark knew and has
known all along. Mr. Marron in one of his several conversations with the County since Jannary 11,2010 -~
aliuded to the fact that a broker for Northern Cambria Borough raised the cornplaint about Northemn
Cambria Borough coming into the Censortium. Mr. Knzneski's displeasure is still not grounds for an
about face by Highmark. Upon your review, you will find that all parties on your end were aware. You
can believe the facts and address your representatives accordingly and honor the Consortium or you can
dismiss them and carry forward with the knowledge that we cannot acquiesce to your attempts to threaten
or coerce s into a change in our agreed upon relationship just because you now have second thoughts.
We also do not plan to dismiss the facts surrounding the events that led to our present position; all knew



and all agreed. Quite frankly, we intend to pursue your letter of Japuary 29, 2010 as Highmark’s efforts to
threaten this County with the curtailment of healthcare coverage for engaging in the lawful pursuit of our
combined rights as local government entities under the Intergovernmental Cooperation Act of 2001. But
even though it is our right to create the Consortium, we also understood that the carrier had the right to
know as well as the right to set rates accordingly. Highmark knew and agreed and set our rafe schedule
accordingly. Now that the concept is viewed as the potential erosion of Highmark revenues and its
unilateral ability to set rates without meaningful negotiations with any consumer group, the concept now
defies legal standing.

Quite frankly, this is not about HIPPA, Adverse Selection, increased risk on the group plan, or your
false claims about the County soliciting, selling, or marketing insurance. Highmark’s fear is that such
Consortiums will erode their already lucrative revenue base by actually stimulating negotiations with -
consumers on rates; something that Highmark has never encountered. If in the aftermath of your

‘agreement with the County, you find that brokers and others within your orgamzahon are pot happy, that
is something you need to address with them.

Sincerely,

~ Ronald A. Baker @

Huraan Resources Director

oo Tom Finn, Solicitor
Cambria Covnty Board of Commissioners
‘Bryan Beppler, Assistant Director of Human Resources
Cambria County Healthcare Committee Members
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Grotp Numbers.xis ‘ -

Bryan.,

-

Please find the attached group mmbers for The County of Cambrla- '§

{Sea attached flle‘ Group Numbers.x1ls)

Additienally, &agarding the Hepatitis B titres, I clarified with our
Clinical ares for the benefit coverage and below is the benefitf.

" Highmark cevers 1 seriss of Hep B per lifetime for a member age 18 and
lder under. the preventive schedule. The series consists of 3 or 4 shots
id we sccwmulate towards this amount. In addition Highmark has a medical

poliecy regarding Hepatitis which also indicates those who are insuvred

through Righmark that work at a long term correctional facilities wonld be
eligible for coverage. Again the service would come in as an immunization
ang would be subject to the series of 4 pexr lifetime.”

Stephanie Barnyak I
Sales Coordinetor ) ¥
New to Blue Szles

A412-524-2303 :
412-544-2292 (fax) i
stephanie.barnyak@highmark.com -

This transmission is intended only for the use of the individual ox entity :
to which it is addressed. It may contain informatien that is priviieged or

confidential. If the reader of this transmission is not he intended ’

recipient, or the esployee or agent responsible for delivering the

transmission to the intended recipient, you are notified that any

dissenination, distribution or copying of this transmission iz strictly

prohibited. This transmittal may contain Protected Health Information and

is being furnished to the Greup Bealth Plan and not the Plan Sponsor.
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Group NEW
Number Group Number Group Name Product
14465-15 015872-15 TCerrection Officers @ Cambria GCounty Prison (UMWA Unilon) $100/ 8200
14495-18 045842-16 Public Defenders/District Attorneys 5100/ $200
14485-17 0416872-17 JRN's & LEN's (1189P Unlon) £400/ $200
14495-26 '016872-28 Pre-65 Retirees before 1/1/06 55 copay
4405405 15872 T - $100/ 200
14405-42 01587242, S Adult/Juvenile Probation Officers [CCAPE Unlon) $100/ $200
14495-43 01587243 ~TCour-Related Unjon (PSSU Union) $100/ $200
14405-44 04687244 TCoun-Appolntad Union (PSSU Unlor 3100/ 3200
14485-48 ‘01687 2-48 - IMgmt/13058 Urion/Human Sarvicas Prof-sup/Hum Serv Support 5100/ 5200
14405-48 01587248 "N Pre-65 Refirees before 1/4/05 $20 copay
144085-60 {45872-50 “TAFSCME Unlon/Sheriff Deputies {CCDSA Union) $100/ $200
14495-51 0{6872-51 ~TMHRIVR, D&A (all in PSSU Union) 3100/ $200
14405-52 01 6872-52 1€ & Y (ail In PSSU Unlon) 3100/ $200
14486-83 ‘D45872-53 [AAA (all In PS8U Union) $100/ $200
14488-80 0t 5_8;72—‘_66 . - | Detectives 3100/ $200
14485-62 015872-62 TIBre-65 Reatireas after 1/1/06 %400/ $200
14485-70 015872-70 " 1Pre-85 Retirees befors 1/1/05 - Gobra 58 copay
14495-T1 03887271 (Carraction Qfficars Cambria Gounty Prison (UMWA Uinion) - Cobra 3100/ 5200
14495-72 BiB872-72 - .|Pre-B5 Ratiress after 1/1/05 - Cobra 3100/ §200
14485-78 015872-75 Pra-65 Retreas befors 1/1/08 - Cohra $20 capay
14405-78 A156872-78 Actlvas Cobra 2100/ §200
DBA4482- i
00,01;02,03,04,05,0
£3342.00-70 . 8,07 b Slgnature 65
QAB47R-75, 76,77,
58408-75,76,78 78,78 Securlty Blue
81007-00,70  81087-00,70 Vislon (stilt active) é(\ QYD (\Q\t“gbb\
\ Q
01581101 ey ‘099\ ’LD $100/ $200
016911-02 oK oW $100/ $200
015911-03 ' = $100/ $200
01581104 $100/ §200
015811-05 $100/ $200
015911-06 $100f $200

§100/ 5200
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Bryan Beppler

From:
Sent: -
To: Bryan Beppler

Subject: Group Numbess for 1/1/2009

£ M
Hzghﬁmﬁ (newio éiu{% (ESZCL&ZQ Guades

've been working with /ASIEEREY and ﬁ‘ﬁéﬁéﬁi@@n making sure everything is in place for the transfer
to Highmark. I've put together the attached sp adsheet showing all County group numbers effective 1/4/2008.
Can you please confirm that the groups are sefup as requested? If you notice any discrepancies, please let me

know and I'll get them corrected.

- U.u.%dﬁcwmdxa accot v (clufaﬁ
nk you, ; i

Allson sl gy Hagh maske

PS - | left a message for you to retumn my call. | just wanted your confirmation on this group setup.

Good Moming Bryan,

L SR e e i . e S e s S R SRS e e e e e ) SRS, S et Rl e

This e=-mail message is intended only for the person{s) or entity(s) to which it Is addressed. The information contained may be confidential or
otherwise protected from disclosure. Any review, Alsceminatlen or use of this e-mall message or any of lis contents by anyone other than the
intended reciplent Is stricdy prohibited. IF you are not the intended reciplent of this communication, plesse notiy the zender inmediately by
reply e-mall and delete this message, Including any ettachments. Thank yau for your cooperation. This email was originally sent to Bryan
Beppler at the address of bbeppler@ce.cambda. pa.us from allison Clevenger at 23/12/2D0B



Cambrla Gounty
Group Numbers

11/2008
COUNTY EMPLOYEES

Corrachon Offlcers @ Cambrla County Prisen {UMWA Union)
Public Dafandars/District Atlornays

RN's & LPN's (1188F Union}

Pre-85 Retiraes befars 1/1/2005

Authorities

Aduithiuvenlls Probatlon Clficers (CCAPE Unlon]
Court-Related Unlan (PSSU Unlon)

Court-Appointed Unian {PSSU Unlen)

Mgme/1308 UnlonfHuman Services Prof-Sup/Hum Serv Suppart
Pra-85 Ratlrees hafors 1/1/2006

AFSCME Unlon/sheriff Deputles (CODSA Unlon)

MHHR, D&A (2!l In PSSU Unlon)

C &Y (all in PSSU Unlon)

AAA (all in PS5 Union}

Detectives

Pre-85 Retiraas bafore 1/1/2008

Pra-85 Retiraas before 1/1/2005 - COBRA

Corraction Officers @ Cambrla Gounty Prison (UMWA Unlon) - COBRA
Pr8-65 Ratirses after 1/4/2008 - COBRA

Pre-35 Ratlrses befors 1/1/2005 - COBRA

Aclives - COBRA

TOWNSHIP/BORD EMPLOYEES
IR TS
a2l L e R
P e /
FIEREER r\
e E BT nShiE
WEREERTTEITD)
@mmmm%m
COBRA

Madical Basie Dental Buy Up Dental Baslc Vision Buy Up Vislon

Product 11172004 (Exlating} {Existing) 412008 (Existing}
$100/3200 15872-15 D14495-015 1587215
$100/5200 15872~16 014485-018 15872-16
$100/5200 1587217 014485-017 15872-17
$5 Copay 15872-28 16872-26
$100/5200 1687240 014495040 18B872-40
$100/8200 i5872-42 014485-042 1587242
$100/8200 15872-43 014485043 15872-43
$100/3200 1587244 054485-044 158T2-44
$100/8200 15872-48 014485-048 1687248
$20 Copay t 5O72-48 D14485-048 15872-49
$10a/3200 15872-50 014485-050 15872-50
$100/$200 1B872-51 014455-051 15872-51
$100/$200 15872-52 014495052 15872-52
$100/5200 1887253 014405-853 15872-583
$100/3200 1587280 014485-080 16872-80
$100/§200 15872-82 15872-62
$5 Copay 15872-70 15872-70
§100/5200 15872-71 014485-D74 168872-71
$100/5200 18072-72 i 16872-72
320 Copay 15872-75 014485-075 15872-758
$100/5200 156872-76 014485075 ] 15872-78

084088-000 $1087-00

0B81088-070 B10B7-T0

$100/5200 15814-01 Di5841-001 559820.001 15911-01 B1435-01

$100/3200 15811-02 015814002 859820-002 16811.02 81435-02

$100/5200 16811-03 (15811003 855820-003 15911-03 81435-03

$100/8200 158811-04 015811-004 859820-004 15811-04 81435-04

$100/5200 16811-05 015941-005 B58820-006 15811-05 81435-05

$100/$200 15811-06 D158114.-006 850820-0C8 15811-06 #1435-08

H100r$200 18914-07 015311-007 359820-007 16311-07 81435-07

$100/3200 15911470 015811-070 859820-070 15811-70 81435-70
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- Martos beeoudt

Bryan Beppler oLl £l A
From: B b b naRr e . ‘E;ILQ, L&Jﬂ*ftﬁj ¥ M%L/‘TDM
Sent

To:

Ces

Subject: Question regarding Township/Beoro contracts
Importance: High

Hello Bryan,

1 received an inquiry from Document Production refative {o the Township contracts. Their question ollows.

For the group nurnbers fisted below, ray | send one contract for medical and one for vision, .. instead of creating a cobtract
for each ope? , :

Please advise a5 soon as possibla.

‘ ] }i 09 @m@arﬁ O
. Winiitee

wBARRASEBaRIEEGD
BRS04 A ERER
<B435: D5 owesNodirtonnshipss

RO oW p M g
B3SOV BERIIa Rt B Q N Whéo |

15911-01 Clearfield Township - ‘) Mscs
15511-02 Conernaugh Township (] ‘6’0 U w m
1591103 Femndale Boro

15911-04 Lilly Boro “\‘D W\'&MLMF R

15811-05 Lower Yader township
15911-06 West Canoll Township

15941-07 South Mount Boro C!/\FW ( CﬂM m&g\,
1
Kathy Sfraub ujP

Account Service Manager N :
Malor Accounis ‘ 7

Phone: 814-B71-6793 Q;Q/V (14,(‘1_/6/ ¢

Fax: 814-871-6810
www. highmark.com
Thiz message is for the designated recipient only and may tontain privileged, proprietary, or otheswise private information.

If you have received i in eitor, piease notify the sender immediately and delets the originat. Any other use of the e-mall by
you is prohibiied.



[2c

n Beppler

3Te; BerEeHBIERBbeppler@co.cambria. pa.us]

nt: Wednesday. May 20, 2008 12: 37 PM

7t SRS MRkt ieenmsiaub@bighmagecoms MliisonGlevengess.

Wa@m&h&%ﬁaﬁﬁ%ﬁ@@%ﬁm

o Cheiyl Bolzer

ubject: County of Cambria - New. Group #adSasaehaa s remitiip; oo B0 tss
ello all.

Jease sel pp new group $'s for Susguehanna Township. This rew group
1111 be effective 6/1/09 and will be part of the Cambria County
sonsortiun [township/boroughs).

Medieal / Standard Dental group #: 15%11~-08 / 15511008
Cptional Denta) group #: 855820008
Optional Vision group #: B1435-08

#%% The medical / dental / vision products will mirror those found under
cther townships/ boroughs.

*%* nny guestions, please let me know.
Thanks

yan if. Reppler
vambria County
. Bssistant Human Respurces Director
Phone: (B814) 472-1610
Fax: (B14) 472-2127
Email: bbepplerfeo.cambriz.pa.us

Emdil Confidentizlity Notice: The infomsstion contained in this transmiszzion may be
confidential, proprietary or privileged and may be subject teo protection undex the law,
including the Health Insurance Portability and Rccouptability Act (HIPAR). The message is
intended for the sole use of the individual or entity to whom it is addressed. If you are
not the intended recipient, yon are hereby notified that any use, distribution ox copying
of the message is strictly prohlblted and may subjeckt you to crimimal or civil penaliies.
If you recefved this transmission in error, please contact the sendexr immediately by
replying to this e-mail and delete the matexial from any computer.



van Beppler g!

Om: A EEpBiEsEbeppler@co.cambria_pa.us]
wmit: Tuesday, Se ber 15, 2009 AM
3 Adesicasnls piaklesH hini,

€
subject:

‘ello all.
Ylease set up new group #'s for White Township. This new group

[1 ewployes at this time) will be effective 10/1/00 and will be
sext of the Cambria Copnty consortivm.

Medical, Basic Vision group #: 15511~10
Basic Dental group #: 15811-010
Optional Dental group #: 852820010
Optional Vision group #: 81435-10

5%+ Yhe medical / dental / vision prodncts will mirror the programs
that currently exist for the other consortium participants.

**% Apy mmestions, leb me know.
Please advize when the Senicr Activities Center of Cambria County and
"hite Township groups have been set wvp.

vhenks

" Bryan J. Beppler

‘Cambria County

BAssistant Human Regources Director
Phone: (B1l4) 472-1610

Fax: (Bl4) 472-2127

Fmail: bbepplerfico.cambria.pa.us

Email Confidentiaslity Notice: The information contained in this transmission may be
confidential, proprietary ox privileged and may be subject to protection under the law,
inecluding the Health Insurance Porisbility and Accowntability Act (HIPAA). The message is
intended for the sole use of the individual or entity to whom it is addressed. I1If you are
not the intended recipient, you axe hereby notified that any use, distribution or copying
of the message is strictly prohibited apd may subject you to cximinal or civil penalties.
If you received this transmission in error, please contact the sender immediately by
replying to this e-mail and delete the material from any computer.



-

% _f _f' _E"?{

s

n Beppler

FONTL SEmamBey ler@co.cambria.pa.us]

ent , September 10, 2008 7:38 AM

o FronsBiranbeiathlcsT=AAkE 5 SrcconneslisonGlevendes
Pt SowerntinaT
subject: County of Cambriza - New Group #'sf8

sffective 10108

Hello all.

Pleasa set up new group #'s for the Senior Activities Center of Cambria
County, Inc¢. This new group will be effective 10/1/03 and will be part
of the Cambriz County consoriium.

Medical, Basic Vision group #: 1551108
Basic Dental group #: 155811-00%
Cptional Dertal group #: 855820~0D0
Optional Vision group #: 81435-08

4

%% The medical / dental / visien products will mirror the programs
that currently exist for the other consortium participants.

*£* Any guestions, please let.me know.
Thanks

dryan J. Beppler

-Cambria County

fissistant Human Resources Director
Phone: (B14) 472-1610

Fax: [(BL4a) 472~2127

Emall: bbepplerfco.cambria.pa.us

Email Confidentiality Notice: The information contained in this transmission may be
confidentinl, proprietary or privileged and may be subject to protection under the law,
inciuding the Health Insurance Portability and Accountability Act (HIPBR). The message is
intended for the sole nse pf the individonal or entity to whom it is addressed. If you are
not the intended recipient, you are hereby notifisd that any use, distribution or copying
of the message is strictly prohibited and may subject you to criminal or civil penalities.
1f you received this transmission in error, pleases contact the sender jimmediately by
replying to this e-mail and delete the material fyxom any computer.



. Sowers

om: wBrpardscpplesBBEbplerEeo.cambria. pa.us)
znf- Wadnesday E}ec:ember 15 2009 B:34 AM
B =

g
ukbjeck:

mronghl effective 14710

ello 2)1.

*lease set up new group s for ToEEEEEY o 3
this mew group will be effective 1/1/1D and w111 be part
>f the Canbriz County consortizm.

Medical, Basig Vision grovp #: 15911-11
Basic Dental group #: 15911-011
Optional Dental group #: 859620011
Opticpal Vision group #: =~ B1435-11

*¥% Thae medical / dental / vision products will mirror the programs
fhal currently exist for the other consortiom participants.

k% Please send me zn updated benefit grid foxr our active plan.

"y questions, please let me know.
anks

-~ Bryan J. Beppler

Cambria County

Assistant Homan Resources Director
Phone: (B14) 472-1610

Fax: {(Bl4) 472-2127

Email: bbepplerfco.cawbria.pa.us

Fmail Confidentiality Notice: The infommaiion contained in this
transmizsion may be confidential, proprietary or privileged and may be
subject to protection wnder the law, including the Health Insurance
Portability and Recountability Ret (HIPAA) . The message is imtended for the
scle use of the individoal or ecntity to whom it is addressed. Tf yoit are
not the intended recipient, ypu are hereby notified that any use,
distributicn or copyiny of the message is strictly prohibited and may
subject you to criminal or civil penalties. If you received this
transmission in error, please contact the sender immediately by replylng to
this e-mail apnd delete the material from any computer.



- PPOBlue. ' |

i PPO PROGRAM

Cambria County Consoriium
Southmont Borough
Group 15911-07, 70
Effective January 1, 2009
Printed August, 2009 ’

I
;
|

' ' A Preferred-Provider Program :

Highmark Blue Cross Blue Shield is sn Indegendent Licensee
of the Blue Cross and Biue Shield Association.

; 22728 08/08



PPOBlue.

PO PROGRAM

‘Cambria County Consortium
: West Carroll Township
Group 15911-06, 70
. Effective January 1, 2009

Printed August, 2009

FHIGHMARK.

» PPOBlue&

A Preferred-Provider Program

Highmark Blue Cross Biue Shiefd s an Independent Licenses
of the Bive Cross and Blue Shield Assochtion,

27728 08/08



PPOBlue.

| PPO PROGRAM

i
:

; Cambria County Consortium
Lilly Borough

Group 15911-04, 70

' Effective January 1, 2009

' Printed August, 2008

!
!

! . ' HIGHMARK.

PPOBlue!

" A Preferred-Provider Program

Highmark Blue Cross Blue Shickd Is an independent Licensee
of the Blue Gross and Blue Shield Association.

22728 0B/O8



9 PPOBIlue.

PPO PROGRAM

Cambria County Consortium
Ferndale Borough
Group 15911-03, 70

. Effective January 1, 2009

| Printed August, 2009 :

|

| PPOB]ue,H Sl

A Preferred-Provider Program

, ’ Highmark Blue Cross Blue Shield is an Independant Licenses
of the Blue Cross and Blue Shield Asscciation.

22729 08/08



PPOBlue.

| PPO PROGRAM

Cambria County Consortium
Conemaugh Township
Group 15911-02, 70
. Effective January 1, 2009

Printed August, 2009

A Preferred-Provider Program

Highmark Blue Cross Blue Shisld iz 8n Independent Licenzee
of the Blue Cross and Blue Shield Asscclation.

22722 0808
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Highmark Inc, awarded Pennsylvania Employee Benefit Trust Fund contract

June 17, 2010 | Camp Hill, Pa, —~

The Pennsyivania Employee Benefit Trust Fund (PEBTF) has awarded a three-year health benefits contract
to Highmark Inc., effective January 2011, As one of the company's largest group customers, Highmark will
administer health insurance caverage to about 140,000 new members.

"I believe we were chosen because of our overalt value to the PEBTF,” sald Deborah Rice, Highmark's
executive vice president for Health Services, "Highmark recognlzes that the PEBTF wants (o provide
superior, high gquality service to lts members and we will deliver that to them. The new agreement covers
state ernployees and their fambiies throughout Pennsylvania.”

This new membership means Highmark's enrollment in Central Pennsylvania will reach a new level,

*Highmark’s membership in the region will epproach 1 million mernbers,” said Mike Fiaschetti, market

president of Highmark's central region. "The company is the leader in terms of service capabilities to our i

customers, and the PEBTF is the latest organization to validate this by joining Highmerk as a custorner.® } .
i

While the new contract does not officially begin until January, implementation meetings begin later this
month to help ensure a smoocth transition.

i
About Highmark Inc. ) . ‘
As one of the leading health insurers in Pennsyivania, Highmark Inc.'s mission is to provide access to af!'ordéble, f
fuality health care enabling individuals to live longer, heaithier lives. Based in Piftsburgh, Highmark serves 4.7 milfion
people through the company's health care benefits business. Highmark contributes millions of doliars to help keep
quaiity health care programs afferdable and to support cornmunity-based programs that work to improve people’s 1
health. Highmark exerts an enormous gconomic impact throughoul Pannsylvania. A recent study states that ' i
Highmark's positive irmpact exceeded $2.5 hilfion. The cotripany provides the resources 1o give ts members a greater ;
" |

https:/www . highmark. com/hmk2/ahont/newsrnom/2 01 D/arI6TT10 chiral HiAmATn
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i hand in their health. . ' | %

Highmark Inc. Is an independent ifcensee of the Blue Cross and Elue Shield Association, an assoclalion of
independant Blue Cross and Blue Shieid Flans, For more information, visit www.highmark.com.

For more information, contact:
Leilyn Perr| :
Highmark Inc.
717-302-4243
leilyn, perri@highmark.com
Home | About Highinark | Community Involvermant | Highmark Companies

Watbking 2t Highmark l.HeIp | Integrlty | Privacy | Terms of Service SEARCH: r w@
HIPAA | Prozuremant | ED1 | Contact Us
Recently lost yeur group health care coverage? Highmark ceh heip.

® Highmark 15 2 registered mark of Mighmark Inc. £ 2010 Highmark Inc., All Rughts Regerved

Highmark is an independant licensez of the Eiua Cross Blue Shield Assochtion, an sssooation of Independent Blue Crose and Bhe Shield Plans. The Bloe Cross
end Blue Shigld symbois are recistered marks of the Blue Cross and 8lue Shieid Association, an Assoclation of Independent Blue Cross ans Blue Shield Plans.

Bighmark &lug Cross Blue Shield serves the 29 cauntles of Westarn Pennsyivania. Highmark Blue Shield serves the 21 counties of Central Pennsylvaniz and the
Lehigh Valiey 25 a fulf-service health plan. [talse provides seodires @ conjunciion with Blue Cross of Northeastern Pennsylvania in Kortheastern Pennsylvania and
Independenca Blue Crass in Sgutheastarn Pennsylvania.

https://werw highmark.com/hmk2/about/newsroom/2010/nr061710 <himi 215010



COMMISSIONERS @@ﬁﬁ ﬂ

P.J STEVENS RONALD BAKER
PRESHIENT DIRECTOR
MILAN GJURICH

WILLIAM G. HARRIS

@itire of Buman Resources

401 Candlelight Drive, Suite 239
Ebensburg, PA 15931
(B14) 472-1610
Fax {814) 472-2127

30" Legislative District
7205 Salisburg Road
Pittsburgh, PA 15235

Dear State Representative DeLuca:

We write you first regarding our concerns with Highmark Blue Cross/Blue Shield specifically and
various issues that have arisen over the course of the last month or so.

First, this County, as well as numerous other local povernment entities throughout this
Commonwealth, are having the worst economic times in decades. Owr County, Cambria, like others,
grapple yearly with rate renewals on healthcare coverage premiums. Budgets, as you know, are tight
and revenue sources cannot be pressed further as a means to meet these increases. Unlike other
counties, Cambria County has a very active Healthcare Committee which has the ability, under
contracts with its unions, to recommend plan changes each year to our Commissioners to address
health insurance rate renewal increases. In addition, beginning several years ago, we took an active
approach to directly negotiating our rates with carriers without a broker. This was an effort to save
money on the broker fees and if has proven more cost effective on the rate renewal side also.

With the full knowledge and acceptance by Highmark, we created, under the Intergovernmental
Cooperation Act under Section 2307 (7), a consortium of local governments where healthcare is
dispensed under the County Plan and these struggling townships, boroughs, and municipalities pay
the premium rates through the consortiom structure. Prior to Highmark taking over this County in
January 2009, we spoke with all the principles personally, updated each on every move we made,
Highmark and its representatives created new group numbers, defined the groups by township name,
printed booklets entitled “Cambria County Consortium,  Borough/Township”, whatever was the
case.

Our last group, Northern Cambria Borough, which entered our consortium on January 1, 2010,
raised a concern with Highmark because the carrier received a call from a prominent insurance broker
out of Indiana, PA, Indiana County.

Highmark’s upper echelon apparently got involved and told the regional agent, John Marron from
Johnstown, to cancel this consortivm member’s insurance because “they were not County
employees”. We spoke with him and reminded him of our 2009 discussions and the practice since




2009 under the consortium structure, which was created in conjunction with the Act, previously
mentioned. We have written comrespondence and received confirmation that all involved in this
process knew and it is proven by virtue of the carrier processing these local government entities info
the consortium all throughout 2009. The problem here is not about the legality of the consortinm as
the carrier claims; its about fees, prepyum rates, and broker cornmissions.

Representative Delaica, the consortinm has 50 employees of 11 different townships and boroughs
of the County. Highmark’s indifferent attitude on all levels is due to the fact that they have no
meaningful competition. It's their way or look elsewhere and there is nowhere else to look. Asa
result, they have had the ability to take advantage of employers and their employees who have no
other viable health carrier options.

5 emp]@y,ers It has gottcn 1o frhe pomtéf;

«dowasizedtheir. emplo numberssothose: = 2
to take the time to listen in more detail to our issues. The conversaimn the other day with Mr. Art
McNulty from your staff was greatly appreciated. There is so much more to say and we know your
time is precious. Our bealthcare group has worked diligently on healthcare related issues for the last
four years as a team. If the carriers can dictate all the rules, including eliminating competition and
group alliances/consortiums, local governments will not be able to maintain these plans for their
employees.

Highmark’s tax-exempt statas in this state should make them gt least reasonably responsible for
being good community stewards and they should be subjected to reasonable standards of operation,
including applying reasonable renewal rates to Pennsylvania consumers of their services. However,
we see the tail wagging the dog in most cases with these large carriers. They have unfettered latitude
and use it daily to their advantage at the expense of those who can least resist. That is why there
needs to be effective change and ongoing oversight of the Insurance Industry in the Siate and
legislation thai c leaﬂ}g outlines the right of homo Zeneous mdusmes 'to create alhances/coalltaons that




We have several other serious issues outstanding with Highmark from our last renewal
negotiations. Among them are the changing of rates post negotiations and providing us with incorrect
information regarding their filed and approved plans with the Pennsytvania Insurance Commission.
These are important issues also, but we will dispense with the details of these until a later date in the
hopes we can arrange a face-to-face meeting with your staff.

Included with this correspondence is information relative to the Cambria County Censortium,
which validates our position that Highmark was fully aware of its creation and parficipated in the
recognition and processing of each entity's infroduction into the group. Also included is a copy of the
State’s Intergovernmental Cooperation Act of 2001.

We look forward to hearing from your office.

Sincerely,

R

Ronald A, Baker L
Human Resources Director & Chair Person of the
Cambria County Healthcare Committee

Cambria County Healtheare Committee

it o] ctell

ilyndd Mzddleton
Busmess Agent, PSSU Local 668 & Member of the
Cambria County Healthcare Committee

RAB/Mmk

ce: file
Cambna County Commissioners
Healthcare Committee Members



Highmark posts $13.7B revenue in 2009 - Pittsburgh Business Times
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Highmark posts $13.7B revenue in 2009

F;iwsburgh Business Times - by Kris 8, Mamula
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million fn 2008, while net income inereased to $187.7 million, na"?“llda mf,f’,;’;;;;gg
up from $94.1 millien in 2008. Dusing the same period, the company increased its snrplus EmaiAgress) ]
10 $35.4 billion from $3.2 billion. '
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Well over 50 pereent of improvements to Highmark's botiom line during 2609 was dueto
the rebounding investrnent market, according to Naneite DeTurk; executive vice president

azd CFO. “The story line is 2008 was justa horxific year as faras the market,” shesaid, 1500 Tone
Highmmarl's surplas was midrange o the required amount set by the state Insurance gums?gess
Departeaent, Pe Tark said. Center

Highroask’s operating taargin for the year was .5 percent, or 2.5 cents Tor every dollar of msf’dm by

. meverue, which is typieal for nﬂn‘pmﬁi Blues companies, but well below the 16 percent to

12 percent for for-profit carriers, she said. Ninety cents of every Highmark premivm doliar | YsithesSnel
goes to pay medical costs for members; nme cents goes to administrative costs; and the

remaining one cent Is proft

Entreprenetir
Also Yifting Highmark’'s results were it's vision and dental subsidfaries, which contributed | Success
$122 miltion in net income, according 1o the company. Storics

PeTurk attributed 2009’ menrhership loss to the soit economy and continuing layoffs, made &t
but said the company had regained last year’s membership loss in Jaxuary. The gains

earne mostly in western Pexesylvania mnd national markets and about half of the hcrease .
came from exdsting accounts. Daily

Updata
The company is continving to adapt to fedez—al health care reforms with plans to gh'émueme

open forg more retail sales outlets this year where individoels nnder 6zcam | e

buy coverage, DreTuri safd. The new law requires everyone to have heatth insuranee and

in recent years the cornpany hes shifted its focus o mdmdual frora group sales. ) Company
Watch

Separately, ratings agency A M. Best affirmed its financhl strength rating of A, exeeflent,

and credit mting of "a" for Highmark and its subsidiaries on Wednesday. Best also ﬁs 3.'.“_ e ..m. o
affirmed Highmarls senjor debt rating of “a~." The outlock for these ratings was negative.
The agency also noted the positive impact of investment reteros on Highmark's bottom
lize, “With the improverment in the capital madkets, Highmark's investment portfolio bas
regained market value, which bas strengthened its capital position,” aceording to BesL
"Capital levels also beneft from the retention of positive net income ae retained earnings." s
) l Fepfured Pittshurgh Jobs pawered by ll
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ANNUAL STATEMENT FOR THE YEAR 2007 OF THE Highmark inc.

NOTES TO FINANCIAL STATEMENTS

20. Othes Hems

A Extreordinary tams

B.

B

None.

Troublad Debt Restructuring: Debtors
Neng. '

Other Disclosures
Cn March 28, 2007, the Corporation’s Board of Dirertors and the Board of Ditectors of independance
Bhie Cross ({BC) approved a consolidalion of the fwo companies fo fomm a new Pennsylvaria nonproft
coporation {fhe resulting corporation). The consbiidation was spproved by the Corporation’s corporate
members on April 26, 2007, Various oifer copditons precedent 1o fne consofidation, inciuding approval
by the Depestment of the changs in contrel of certsln subsitdiaries of the Corporstion and {BC, eman lo

be safiched, and a dosing dale bas not been set. If the cansolidation is consummated, the resuling
eoeporation will succeed o all assets and Yiabififes of the Corporation and (BC. :

In July 2007, UPSMC repaid the enlire pulstanding principal amount of the $163.850.000 Allegheny
tourty Industial Developmant Authority Hospital Revenus Prawdown Note held by the Corporation
,[mgemer with acenged inferest therson), $ W

. InSume 2007, West Pann Allegheny Heatth System repaid the $117.800,600 principal balance of an

original $125,000.000 note held by the Corporation {iogether with accroed interest thereon), end a
related general reserve on long-term lher invested ass.e&pf%ﬁ.ﬂﬂﬂ,ﬂm was reversed. ‘

In February 20086, the Corporation snfered into agreements with 180 pursuent to which the Corporation
sgrend fo ransfer ownership of HER fo a holding company thaf would be owned 50% by the
Corportion and 50% by AmerHeslth Inc. {Amertealdy), a wholly owned subsidiary of BC,
AmisriHealth was simultaneously Jo copiribute 1o the holding company & company that, ke HSR, offers
Medicare Part D prascription dup coverage in Pennsylvamia and West Virginia. The Corporafion and
IBC temninated $ose agreements effective July 31, 2007, ‘ i

ahesComEskihsrhasissuad g Defatoand:Oderthat e apprpriatersuficient toperating
s\rpus TERYe R G R Corporation: dss SENYET SD% ot he shealil S REG-Tali wor:herDepartifiont's
axconspfidatert Tk ARE GG SIEEVET S W AS DRSS Coiuraitrioparates above eaN s
srefioatsEomoration:wil Fot b pEmMited olRcie AER E CongsNET pitorimits:Hed proriiy
efates . If the Comeraton Sl BReES U 70 HOwil b3 FERUR ST 1T ISy ns SUpISTavet v touid fis
teguiredsiomsubmit e planiosbingris S WP deRgRa S a D propral A tperating 2
SEHDRIS I ENEALDecemberats200 7 and 2006 heSorporativmeheaith RBETEHTE Wera:withinodhe!

~pappranige sulliciont pparating Surpins ande.of e, Bepartment

The Comoration is party io a sixyesr Community Heafth Reinvestment Agreement with the
Departmert, Which eslablished the Comdrafior’'s anhual Communily Health Reinvestment (CHR)
compitmend, based on certan Penneyivanie direct writen health premiums and guenlified the
Corporatish’s mirimurn social mission commitment af approximatsty $100,000,080 and $55,000 000 for
2007 and 2008, respectively. Sixly percent of the CHR is directed by Pennsyivania apt dedicated o
programs Tor oninsured persons of low income.  Fody percent of the CHR is direcied by the
Corporation, sulbjec to approval By the Departnent, and tedicated lo penmified cornmunily endeavors,
The Comaraiion recorded a Pennsyivania-direcied net obfigation of $58,327,928 and §52,028,255 In
aiher expenss al Decemnber 31, 2007 and 2006, respecively. These amounis were caiculated baged
on cerfein fistodcal Pennsvivania ditect wiitten heallh. pretiiums and were net of the estimated
emoyms of certein eredils. The estimaled recefvable for such credits was $724,883 and $200,042 at
Decarnber 31, 2007 and 2008, respactively.

. tincollactible Receivablp Balantes

At Decemmber 31, 2007 and 2006, the Corporetion had admiged assets of $310,553,340 and-
$322 £97 B34, respechively, i atcounts receivable for fsured and uninsured plans. The Corporation
oatinely assesses the cobgclabiiity of these recefvables. Bassd upon the Corporalion’s experisnce,
jess than 1% of the balance may becoms uncollectible, and the polentied loss s not materat fo he
Carporetion’s financlal condition.

E. Bushess inferruplioh insurence Recoveries

None.

F. State Transiemrable Tex Credils

Nane.






LETTER FROM THE GHAIRMAN OF THE BOARD

r's vole in our health care sysrem also continues

ch' b,ﬂw boomers mea

i< ‘id Coverage to more fr_“-\.fer-i:scv;xme Americans,
And the steady crosion of employer-sponsored health care
‘caverage keeps alive the calls of a "moral imperetive” for

- gevernment-sponsored um'n.r al heaith insuwrance
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Highmark to run fund for state's employees ’ © Pagelofl
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Highmark to run fund for state's employees

Friday, Juna 18, 2010
By Blll Toland, Pittsburgh Post-Gazretia

The Pennsylvania Employees Benafit Trust Fund has selected Highmark Inc. to run jts largest statewide health insurance
program, a net gain of more than 70,000 subscribers, pius spouses and dependents, for the Pittsburgh insurance leader.

The trust fund administers health benefits to state employees. In reworking its menu of insurance offerings, it shifted )
responsibility for its main preferred provider organization away from Harrisburg-based Capital BlueCross fo rival Highmark,
It did so because jts previous administrative contracts were set to expite, necessitating new bid requests.

In all, the Highmark deal amounts to about 140,000 covered lives. With all those new policies and customers may come new
jobs at Highmark, said Mike IFiaschett], president of central markets. '

"It's a real big win for us," he said. Because of Highmark's size and expertise in dealing with Fortune 500 clients, "We've
budlt some capabilities that Capital can't duplicate. ... This takes a lot of membership from Capital BlueCross."

Capital BlueCross ran, and continues to run, the FPO contract from Jan. 1, 2006, until the end of 2010, Highmark's contract
begins in January 2011 and is good for three years, plus two optional one-year renewals, meaning the full contract could run
untii the end of 2015,

Neither Highmark nor the trust fand divulged the amount of the winning bid.

Highmark also was a bidder in 2003, competing to get the contract to administer the trust fund's statewide PPO, but lost out
to Capital that time around.

Of the fund's roughly 100,000 current and non-Medicare-eligible retivees, about 66 percent of them choose to receive
coverage through the trast fund's statewide PPO, which is why the PPO service contract is the most valuable of those agreed
to by the fund.

There are no major changes in the new PPO contract, and co-payments for policyholders will remain the same, 100.

HMOs (health maintenance organizations} will continue to be offered on a regional basis through various vendors;
Highmark's Keystone Health Plan West wilf cover Western Pennsylvania HMO members. Capital BlueCross will have
customers in the midstate; Geisinger Health Plan, in northeastern Pennsylvania; and -Aetna's HMO will be offered in the
Philadelphia region. United Healthcare will offer "consumer-driven health plans” -- such as those utilizing health savings
accounts and health reimbursemeni accounts -- to statewide trust fund customers.

A Capital BlueCross spokesman said the company was disappointed to lose the PPO business, but noted that the midstate
HMO was still a big chunk of business, perhaps more than 15,000 members, given that so many state employees live in and
around Harrisburg.

"Many days, we bring home the prize - that's how we got to be the leader in our market," said spokesman Joe Butera. "Other
days we are cn the short end. And other days stilf are like this one -- where we won less than we hoped for but still won
something substantjal." ;

In other news, for-profit Highmark sobsidiary HM Insurance Group announced Thursday that it had agreed to acquire
Mutual of Omaha’s employer stop-loss division for an undisclosed amount. The acquisition, effective July 1 pending
regulatory approval, will add about $100 million in preminms to HM's existing portfolio, expanding HM's stop-loss business
by about 25 percent and making it one of the largest stop-loss carrlers in the country, Stop-loss is a form of second-party re-
insurance, taken out by self-insured companies that want to limit their own exposure to larger-than-expected insurance )
claims.

Bill Talend: hieland@post-gazetie.com or 412-268.2625.

"Money Q&A" and "Company Town" are featured exclusively at PG+, memh'erswonlly web site of the
Pittsburgh Post-Gazette, Qur introduction to PG+ gives you all the details.

First published on Jure 18, 2010 &t 12:06 am

httn:/fwww.post-gazette.com/pg/10169/1066410-28.stm 7 TR010
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< Rec'd 02/16/10
: RTKL-00416
'I;rom: Brean Beppler - Due 02/23/10
o IN. Agency Qnen Records Officer
Subject: Cambria County - Right o Know (Open Record Reguest)
Dato: ) Tuesday, February 16, 2010 12:29:42 PM

This meme serves as our formal request under the Right to Know Law.

Please provide the following information:

1) 2058 and 2010 Highmerk Blue Cross Blue Shield's base rate Rlings for all their Non-Medicare PPO plans. - In addition, plesse provide
documertation about the benefit levels & benefit grids assodiated with each plan's basa rate filing.

2) Highmark Blue Cross Blue Shield's public finandal flings for 2007 and 2008 that are required 25 a Non-profit corporation operating
within the Commonwealth of PA.

3) Highmari's annual report that provides Highmerk's financial history in 2007, 2008 with accompanying untapped reserve amounts,

4) The documentation, policy, or state legislative authority that sets premium increase parameters on the base rates established under
any nsurance carrier's plans.

5) The docurnentation, policy, or state legislative authority that sets forth the operating or marketing responsibilites of any Non-profi
Insurance carrier in the state of PA.

6) Any filing with the state of PA by Highmark Blue Cross Blue Shield that covers any multi-employer groups under Highmark's
coverage plans, such as associations, that by viftue of its membership could fall under a Highmark wmbrelia policy or consortium.

7) The pames of any Highmark Blue Cross Blue Shield alter egos licensed to sell any type of insurance other than health insurance :
within the state of PA, such as L.e. vision, dentat, or disablity Insurance.

}Indepenﬂen

9) Highmark Blue Cross Blue Shield's file and approved benefit variations to standard plan designs allowed under thelr Non-Medicare
PPO plans.

10) Are there any statues under HIPAA that prevent Cambria County from obtaining group specific {county's nsing home) information
(i.e, claims information, kss miio) tmder thelr account with Highmark BCRS?

If you have any questions, plesse contact me,
Thank you.

Bryan J. Beppler
Cambria County )
Assistant Human Resources Director
461 Candlelight Drive, Suite 239
Ebenshurg, PA 15931
Phone: (B14) 472-1610
Fax: (814) 4722127

' Emall: bbeppler@on.cambria.pa.us

Eenalt Confidentiality Notice: The information contained In this transmission may be confidential, proprietary or privileged and may be
subject to protection under the law, including the Health Insurance Portability and Accountabiity Act (MIPAA). The message is intended
for the sole use of the individual or entity ko whom it is addressed, I you are not the intended recipient, you are hereby notified that
any Lsé, distribution or copying of the message is strictly prohibited and may subject you to aiminal or civil penalties. If you received
this transmission in ervor, please cantact the sender immediately by replying to this e-mail and delete the material from any computer.

W @Mﬂj' -
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pennsylvania

. INSURANCE DEPARTHMENT

March 17,2010

Mr. Bryan Beppler

Assistant Hueman Resources Director
Cambria County

401 Candlelight Drive, Suite 239
Ebensburg, PA 15931

Re: Right-to-Know Law Request
Dear Mr. Beppler:

On 2/16/2010, the Pennsylvania Insurance Department (Department) received your
request for information pursuant to the Pennsylvania Right-To-Know Law, 65 P.S, §§ 67.101, &t
seq. (RTKL), wherein you asked for the following (our response is in bold). On Febrimary 23,
2010, the Departiment requested a 30-day extension. This is in response to that request. A copy
of your request is attached.

Your request is granted in part. These records are available through publicly accessible
electronic means and you may access thern at the following link and typing Highmark in the
insurance company name block: bitp://www.insurance. state paus/dsf/rf filings htmi.

1) 2009 and 2010 Highmark Blue Cross Blue Shield's base rate filings for all their Non-
Medicare PPO plans. In addition, please provide documentation about the benefif levels &
benefit grids associated with each plan's base rate filing.

In a previous reguest, received on Jannary 26, 2010 and responded on January 27,
2010 (see aftached) the Department stated that the infurmatmn request is on our Website,
We provided instructions on how to find the information. Our response to request one is
the same, Al Highmark’s rate and form filings from February 2008 to present are located
here. .

2) Highmark Biue Cross Blue Shield's public financial filings for 2007 and 2008 that are
required as a Non-profit corporation operating within the Commonwealth of PA.

3) Highmark's annual report that provides Highmark's financial history in 2007, 2008
with accompanying untapped reserve amounts.

Questions 2 and 3 appear fo be the same. The 2007 and 2008 annual statements,
which include the reserve amounts, are enclosed. Pursuant to the fee provisions established
by the Office of Open Records, duplication fees for the records provided have been charged
at $.25 per page (116 pages) and postage of $4.99, for a total of $33.99. Kindly remit
payment in that amount tp the Pennsylvania Insurance Department, 1326 Strawberry
Square, Harrisburg, PA 17120, with a check made payable to the Commonwealth of
Pennsylvania (see enclosed invoice). Further, please note that faflure to pay fer records
provided in response to a RTKL request fo any executive agency will preclude you from
obtaining further records from another executive agency, pursuant to the provisions of

Bureau of Administration | 1326 Strawberry Square | Harrisburg, Pennsylvania 17126
Phone: 717.787.4298 | Fax: 717.705.3873 | www.insurance.pa.gov
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& pennsylvania
INSURANCE DEPARTMENT

section 901 of the RTKI, and Section IV (P) of our agency RTKL Policy, as published on
our website: '

hitp:/fwww.portal.state.pa.as/portal/server. t/docunaent/706593/rtkl policy webfinal 0909
pdf .

4) The documentation, policy, or state legislative -anthority that sets premjum increase
parameters on the base rates established under any insurance carrier’s plans.

Section 3 of the act 159 of 1996, known as the Accident and Health Filing Reform
Act (1996, Dec.18, P.L. 1066, No.159), set the guidelines. Youn may obtain a copy of this act
through the Legislative Reference Bureau (LRB) at 649 Main Capitol Bldg, Harrisburg,
PA 17120. It nmiay also be found in Purdon’s at 40 P.S, 3803, relating to required filings.

7) The names of any Highmark Blue Cross Blue Shield alter egos licensed to sell any
type of insurance other than health insurance within the state of PA, such as i.e. vision, dental, or
disability insurance.

Schedule Y in the emailed annual statements include an organization chart listing
all Highmark’s subsidiaries.

The Department does not have the following records that you requested in its possession,
under its custody or its control,

10) Are there any statues under HIPAA that prevent Cambria County from obtaining
group specific (county's pursing home) information (i.e. claims information, loss ratic) under
their account with Highmark BCBS?

HIPAA is a Federal Statute and the Departmernt has no documents that are
responsive to this request.

Pursuant to the Office of Open Records Final Decision in Jenkins vs, Pennsylvania
Department of State, Docket # AP 2009-065, it should be noted that: "It is not a denial of access

Bureau of Administration | 1326 Strawberry Square | Harrisburg, Pennsylvania 17120
Phone: 717.787.4298 | Fax: 717.705.3873 | www.insurance.pa.gov
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INSURANCE DEFAATMENRT
when an agency does 1ot possess records and [there is no] legal obligation to obtain them (see,

e.g. section 67.506 (d)(1))."

The Department bas denied your request (#6) becanse trade secrets and confidential
propriety information are exempt from disclosure.

You have a right to appeal this denial of information in writing to Tercy Mutchler,
Executive Director, Office of Open Records (OOR), Commonwealth Keystone Building, 400
North Street, 4th Floor, Harrisburg, Pennsylvania 17120. If you choose to file an appeal you
must do so within 15 business days of the mailing date of this response and send to the OOR:

1) this response;

' 2) your request; and
3) the reason why you think the agency is incorrect in its response,

Also, the OOR has an appeal form available

on the OOR website at
https://www.dced.state.pa.ns/public/oor/appeal formgeneral pdf.

Sincerely,
MM

Peter 1. Salvatore

Agency Opens Records Officer
1326 Strawberry Square
Harrisburg, PA 17120
717.787.4429

Attachment: RTKT. request

Bureau of Administration ] 1326 Strawberry Square | Harrisburg, Pennsylvania 17120
Phone: 717.787.4298 | Fax; 717.?05.3873 | www.insurance.pa.gov





