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EXECUTIVE SUMMARY 

From 2000 through 2005 BCBSM spent almost $1.5 billion on consulting and related 
services, an average of over $200 million per year. The AGO sought to review the legitimacy of 
these contracts and invoices in order to determine whether the services that were sought were in 
the interest of the policyholders, whether the services were actually rendered, whether the 
company appropriately monitored the services, and whether the payment was made pursuant to 
the contract. Unfortunately, the AGO was not able to undertake a meaningful review of these 
consulting expenses because BCBSM was oftentimes unable or unwilling to produce the 
contracts. In many cases, BCBSM stated it could not find the contracts. 

Missing Records. BCBSM claimed that it lost a significant number of contracts the 
AGO sought to review. 

Missing Consultants. The AGO's review of BCBSM's consulting practices was based · 
on a list of vendors prepared by BCBSM. BCBSM' s list, however, omitted significant 
relationships, including a relationship with Architectural Alliance, to which BCBSM paid 
over $5 million from 2000 to 2005 . 

. BCBSM spent significant resources on consulting services which could be considered 
questionable in an environment where its focus should be holding down subscriber premiums. 
Those include: 

American Healthways. BCBSM has paid $98 million over four years to American 
Healthways, a "disease management firm" based in Nashville, Tennessee. American 
Healthways apparently analyzes the health records of certain subscribers and employs a 
nurse to call the subscribers periodically to make recommendations about their care. 
BCBSM claims that its arrangement with American Healthways was the first of its kind. 
Disease management firms are controversial because they invade patient privacy, 
interfere with physician/patient relationships, and deliver questionable quality or 
unproven results. 

Virgil Hammerstad/Creative Benefit Consultants. Virgil Hammerstad is a former 
Vice President of BCBSM who was paid several mi~lion dollars when he left BCBSM in 
the 1990s. Thereafter Mr. Hammerstad entered into a consultant contract with service 
cooperatives which purchase health coverage on behalf of school districts. Even though 
BCBSM knew that Mr. Hammerstad was representing public employers in their 
negotiations for health coverage, BCBSM paid Mr. Hammerstad over $2.9 million dollars 
since 1998. Not by coincidence, Mr. Hammerstad's public employers have not 
purchased health coverage from any insurer other than BCBSM. 
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BabyCenter. BCBSM hired BabyCeriter to develop a health information web~ite for 
enrollees. The website contained an online store marketing various products to 
subscribers. While BCBSM touted the website as a health information tool, it received 
half of all revenues from certain business transacted through the website. When the AGO 
attempted to determine whether BCBSM profited from this venture, BCBSM responded 
that it was "not able to locate information" regarding its earnings from the website. 

Contributions and other Questionable Payments. BCBSM, primarily through its 
affiliated Foundation, contributed funds to organizations affiliated with executives or 
board members' private interest. Examples of these and other questionable expenses 
include: 

■ BCBSM paid over $284,000 to the Children's Theatre Company to 
encourage attendance at the company productions. Mark Banks, 
Robbin Johnson and John Murphy, members of BCBSM's Board of 
Directors, sat on the Board of the Children's Theatre Company at the time 
of the donations. 

■ BCBSM paid the Ordway Center $40,000 for corporate sponsorship of a 
children's' festival at a time when BCBSM's CEO, Mark Banks, sat on 
the Ordway' s Board of Directors. 

■ BCBSM spent over $500,000 from 2000 to 2004 to sponsor the United 
States Olympic Team. 

■ BCBSM paid over $12 million to the Blue Cross Blue Shield Association, 
its national trade association. 

■ BCBSM paid a consultant $180,000 to improve the quality of its letter 
writing -- this "pilot" project involved the rewriting of 30 letters. 

Conclusion. The AGO recommends that BCBSM clean-up its contracting procedures 
and conduct an in-depth evaluation of its disease management programs. The AGO also 
recommends that the Minnesota Department of Commerce conduct a comprehensive 
examination of BCBSM' s contracting practices to make sure that BCBSM is appropriately 
spending premium dollars. 
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CONSULTING EXPENSES 

I. INTRODUCTION. 

Between 2000 and 2005, BCBSM spent almost $1.5 billion dollars on consulting 

services. Despite the enormous amount it spends on consulting, BCBSM's oversight of its 

consultants is remarkably deficient. The review by the Attorney General's Office ("AGO") 

found that BCBSM frequently loses its consultant contracts, does not require sufficient 

itemization of contractor work, and pays contractors more than the contracted amount, all 

contrary to its own internal audits recommending improvements in these areas. BCBSM also 

made numerous large expenditures in areas which could be considered wasteful, experimental, or 

otherw_ise contrary to the public interest of safeguarding health plan dollars. The AGO's review 

also revealed potential conflicts of interest inherent in several of BCBSM's consultant 

relationships. 

II. . OVERVIEW. 

A. Scope of Review. 

The AGO reviewed hundreds of BCBSM's consulting contracts and materials relating to 

those contracts, including purchase orders and invoices, dating back to 2000. The AGO's review 

was primarily focused on consultant relationships over $100,000, although in some cases 

extended to consultant contracts below that amount. In many instances, BCBSM was unable to 

provide a contract to document the consideration to be provided to and from the consultant. The 

AGO, therefore, tried to review other documents regarding the consultant relationship, including 

purchase orders, letters of engagement, and invoices, where provided by BCBSM. The AGO 

also reviewed BCBSM' s policies and procedures regarding consultant relationships and other 

internal documents regarding consultant services. 
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B. Failure to Provide Requested Information. 

The AGO's compliance review of BCBSM's consulting practices was hindered due to 

BCBSM's repeated failure to provide requested information. For example: 

• BCBSM claimed it "lost," and therefore refused to provide, a large number of the 
documents the AGO · sought to review, as further discussed below. This 
prevented the AGO from conducting a comprehensive review of BCBSM's 
consulting practices. 

• BCBSM's responses to the AGO frequently omitted significant information. For 
example, the AGO's review of BCBSM's consulting practices was based on 

• 

• BCBSM's own list of its vendors. BCBSM's list, however, omitted many 
significant consultant relationships, including a relationship with Architectural 
Alliance, on which it spent over $5,117,863 from 2000 to 2005, and relationships 
with compensation consultants Towers Perrin and Clark/Bardes. It is likely that 
other consultants have been omitted from the list. 

BCBSM's responses to the AGO were inconsistent. For example, the AGO 
asked that BCBSM disclose how much it paid to various trade associ_ations . 

. BCBSM provided this information in two different responses which contained 
vastly different numbers. BCBSM's explained that it "inadvertently missed" or 
<'omitted" some information and simply excluded other information requested by 
the AGO because BCBSM unilaterally decided it was not relevant. 

Unfortunately, BCBSM's repeated failure to provide requested information, m 

combination with the other problems discussed below, raise the concern that BCBSM may have 

been deliberately withholding information from the AGO in an attempt to curb criticism of its 

consulting practices. 

III. BCBSM'S OVERALL CONSULTING EXPENSES HIGH. 

BCBSM's aggregate expenditures on consultant services are staggeringly high. 1 From 

2000 to 2005 BCBSM spent almost $1.5 billion on consultants. (Exhibit 1.)2 For the last six 

years, BCBSM averaged well over $200 million per year on consultant services. (Id.) 

1 This figure includes payments made to BCBSM's vendors, which may be a slightly broader 
category than consultants. This figure, however, does not include BCBSM's contracts under 
(Footnote Continued on Next Page) 
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In companson, HealthPartners, one of the other maJor health plans operating in 

Minnesota, spent $26 million on consultants over a four year period from 1997-2000. Fairview, 

a major Minnesota hospital, spent approximately $10 million per year on consultants in 2001 and 

2002. Although they are smaller than BCBSM, a rough comparison shows that BCBSM spent 

an average of $249 million per year on consultants, while HealthPartners and Fairview spent an 

average of $6.5 million and $.10 million per year, respectively. In other words, BCBSM's 

consultant expenditures are roughly 3 8 times larger than those of HealthPartners and 24 times 

larger than those of Fairview, far surpassing any allowance for BCBSM's larger size. 

Given BCBSM's high level of spending on consulting services, there is a concern that 

BCBSM may be purchasing unnecessary services, paying too much for consulting services, or 

paying consultants to perform work that could be done internally . . 

IV. DEFICIENCIES IN BCBSM's CONSULT ANT CONTRACTING PRACTICES. 

Because BCBSM is a nonprofit organization that exists to provide affordable health care 

coverage to Minnesotans, it is important that it follow reasonable contrac~ing policies to ensure 

that it is efficiently using health care premium dollars. Despite numerous internal audits of its 

consultant contracting practices over the past few years, BCBSM continues to make the same 

contracting errors flagged by its own • auditors. BCBSM's errors conflict with the 

recommendations of its own audits, generally accepted contracting standards, and its own 

policies. 

(Footnote Continued From Previous Page) · 
$30,000, and, accordingly, the actual amount BCBSM spends on consultants is likely even 
higher. 
2 To place the amount BCBSM spends on consultants in perspective, consider that $1.5 billion is 
more than three times the annual expenditures of the University of Minnesota and enough to 
build new stadiums for the Twins, Vikings, and Gophers. 
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A. Consulting Contract Standards. 

Numerous sources describe reasonable and prudent procedures in the selection and 

management of outside contractors by nonprofit and other organizations. (Exhibit 2.) 

Depending on the size of the contract, nonprofit organizations should: 

(Id.) 

• Determine and articulate the goals and desired outcomes of the contract; 

• Interview contractors regarding experience, credibility, and knowledge; 

• Obtain references regarding competing contractors and issue a request for 
proposal to each contractor; 

• Enter into a written contract that describes the work to be performed, the desired 
outcome of the work, the time parameters for the work, the expected total project 
cost, and the documentation necessary to be submitted for payment to be made; 
and 

• Require adequate documentation to support fees. 

B. BCBSM's Consultant Policy. 

BCBSM's policy entitled "Use of Contractors and Consultants" requires it to follow 

certain contracting practices, including those listed below, when using consultants: 

• A written contract with the consultant; 

• Close monitoring of the c~msultant, including requiring the submission of detailed 
mvo1ces; 

• Proper due diligence for contracts over $50,000, including a competitive bid 
process; and 

• Proper documentation and filing procedures. 

(Exhibit 3.) 
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BCBSM's policy explains: "It is Blue Cross policy that using outside consultants and 

contractors is based on justifiable business reasons and is closely monitored to ensure that 

expected value is received from the services provided." Id. 

As discussed below, BCBSM appears to routinely ignore these policies. 

C. BCBSM's Internal Reviews of its Consulting Practices. 

BCBSM conducted at least three internal reviews of its consultant contracting practices in 

2002, 2004, and 2005. Despite two requests made by the AGO, BCBSM did not provide the 

underlying audit reports for those reviews, but rather only provided its responses to these audits. 

In 2002, a BCBSM internal audit of compliance with its consultant policy found, among 

other problems, that BCBSM failed to obtain appropriate signatures and documentation from 

consultants, failed to include appropriate terms and conditions in consultant contracts, _and failed 

to obtain confidentiality agreements from consultants accessing BCBSfyf buildings. (Exhibit 4.) 

In January 2004, BCBSM conducted another audit of its consultant contracting practices, 

this time using an outside auditor, KPMG. KPMG's findings included that numerous consultant 

contracts lacked the proper signatures, were missing complete documentation, including 

consultant confidentiality statements, or were altogether lost. (Exhibit 5.) KPMG further found 

instances where BCBSM had not required consultants to submit references and proof of 

insurance as required by BCBSM policy. Additionally, KPMG concluded that BCBSM paid 

some consultants despite their failure to submit appropriate invoices adequately stating the work 

performed and hours worked. (Id.) 

In January 2005, BCBSM again audited its consultant contracting practices. Although it 

noted some improvement from the 2004 audit findings, the 2005 audit reported lost and 

incomplete contracts, missing references and proof of adequate insurance coverage, and failure 

to include appropriate contract terms and conditions, just like the prior audits. (Exhibit 6.) 
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D. Continued Problems with Consultant Contracting Practices. 

Despite at least three internal audits warning BCBSM of problems with its consultant _ 

contracting practices and its adoption of a corporate policy aspiring to _ good,_ contracting 

practices, the AGO's review indicated that BCBSM continues to experience serious problems in 

this area. 

1. Lost Contracts and Missing Documents,. 

BCBSM indicated that it was "unable to locate" many of the contracts the AGO sought to 

review. The AGO requested certain contracts for the period 2000 through 2005, a time period 

dating back only five years. BCBSM, however, was unable to comply with the AGO's request. 

For example, for the year 2000, BCBSM failed to produce contracts for at least 290 out of the 

370 consultants it identified for that year. In other words, it lost 78% of its consultant contracts 

for that year. The following are a few exam,ples of the many contracts BCBSM lost in 2000, 

including at least one contract exceeding $1 million dollars and several exceeding a half million 

dollars: 

• Foley Sackett (BCBSM paid this advertising firm $1.6 million); 

• Himle Homer (BCBSM paid this public relations firm $142,844); 

• Maritz Inc. (BCBSM paid this market research firm $197,170); 

• British Landscapes, Ltd. (BCBSM paid it $37,750 for what appears to be 
specialized landscaping services); 

• Epley Marketing Services, Inc~ (BCBSM paid this market research firm $34,000); 

• EPA Audio Visual (BCBSM paid this firm almost $500,000 for audio visual 
services or equipment); 

• PRC Consulting (BCBSM paid this "program and project management" 
consulting firm $492,000); 
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• Computer Gains,. Inc. (BCBSM paid this firm $555,900 for unidentified projects 
or services); and 

• William J. Business Interiors (BCBSM paid this interior design firm $87,000).3 

Additionally, for many of the consultants for which it could not produce contracts, 

BCBSM also could not produce any other documentation, including invoices or purchase orders. 

In other words, BCBSM had absolutely no evidence of any consultant relationship or what 

product or service the contractor provided. This was the case for at least half of BCBSM's 

missing consultant contracts for the year 2000 and many of the more recent contracts the AGO 

sought to review. 

BCBSM's own consultant policy, good contracting practices, and b·asic common sense 

dictate the importance of maintaining adequate consultant files, particularly where a company, 

like BCBSM, spends at least $200 million per year for such services. Moreover, BCBSM's own 

prior audits flagged contract retention as an issue requiring improvement. As stated in one prior 

audit, "Not having evidence of . . . [ c ]onsultant [ a ]greeinents could make it difficult to hold either 

party accountable for expected terms, conditions, and responsibilities." (Exhibit 6, p. 5.) 

Although BCBSM purports to be taking steps to improve its contract retention through continued 

internal audits, it appears to have made little or no improvement in this fundamental area. 

2. • Incomplete Contracts. 

In addition to losing contracts, BCBS~ provided the AGO with many incomplete 

contracts. Frequently, the consulting contracts provided by BCBSM did not contain complete 

signatures and were missing exhibits or other important documentation. Major, multi-million 

dollar contracts were not exempt from this sloppiness. For example: 

3 BCBSM's inability to find contracts was not confined to year 2000 contracts, but extended to 
many contracts throughout the 2000 to 2005 review period. 
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• BCBSM paid TempCo Auditing of Minnesota over $3 million in 2000 for 
supplemental staffing services, but could only provide an unsigned, draft contract 
governing the relationship. (Exhibit 7 .); 

• A major contract with Ernst & Young regarding Y2K compliance was not signed 
and was missing fundamental terms, including the amount of compensation to be 
paid. (Exhibit 8. ); 

• BCBSM provided only a marked-up draft of a major contract with Wisconsin 
Physician Services regarding Medicare services. (Exhibit 9.); 

• BCBSM provided the AGO with only an unsigned draft of a contract with 
Architectural Alliance for architecture services for a major office building project. 
(Exhibit 11.) (BCBSM paid Architectural Alliance over $4.7 million from 2000 
to 2005); and 

• BCBSM provided the AGO with only the schedules, but not the underlying 
contract, to an agreement with Banctec regarding software consulting. 
(Exhibit 12.) (BCBSM paid Banctec over $400,000 from 2000 to 2002) . 

. Incomplete contract files, while marginally better than no contract at all, · seriously 

impairs the integrity of this compliance review ;and prevents adequate oversight of the consultant 

relationship. 

3. Subpar Tracking of Consultants. 

BCBSM's careless consultant practices extend to its tracking of consultant relationships. 

Upon the AGO's request that it identify the consultants to whom it paid more than $30,000 in 

any year from 2000 to 2005, BCBSM responded that it would have difficulty doing so because it 

did not have the ability to easily assemble a list of the consultants with whom it does business. 

In fact, despite the fact that BCBSM spends hundreds of millions of dollars on computer 

technology, it claimed that at least part of such a list would have to be compiled "manually." 

(Exhibit 13.) If this is true, a good first step in improving BCBSM's consultant oversight would 

be to centralize its consultant information in one, easily accessible place. 
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4. Inadequate Invoices. 

The AGO's review revealed many instances where consultant invoices contained only the 

most cursory description of the services performed and no itemization. Such invoices vaguely 

described the services performed as, for example, "professional services" or "consulting 

services." (Exhibit 14.) Such a lack of description makes it very difficult to oversee a 

consultant's work and stop excessive billing. It also violates BCBSM' s own cqju~hp:it policy· 
·-.... ·:.' •··:.•(-:-:,: • -~ 

• which requires close monitoring of consultants, including detailed invoices. (Exhibit 3:) 

Furthermore, when cryptic invoices are combined with no underlying contract, as was the case 

with many BCBSM consultant relationships the AGO reviewed, it is difficult to discern what 

value a consultant may be providing the company at all, much less whether its work was 

properly overseen. 

Failure to require sufficient description of consultant work performed was a recurrent 

problem in BCBSM's own reviews of its consulting practices. 

5. Cost Overruns. 

The AGO's review indicated that BCBSM frequently paid its contractors more than it 

had originally agreed. For example: 

• BCBSM paid Vasquez & Associates, a software consultant, $235,071 in 2000, 
despite its initial agreement to pay only $37,500; and 

• BCBSM paid Action Marketing Research, a market research firm, $284,000, but 
could only find a contract authorizing $4,000 of that expenditure. 

The AGO noted many other instances where the amount BCBSM actually paid the 

consultant far exceeded the original agreement, reflecting a lack of appropriate oversight or 

planning. Additionally, continuously underestimating the amount to pay a consultant frustrates 

BCBSM's due diligence requirements, which are only triggered on contracts over $50,000. 
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V. QUESTIONABLE SPENDING. 

BCBSM spent significant resources on consulting services which could be considered 

questionable in an environment where public policy should be devoted to holding down 

subscriber premiums. Some of the questioned expenses are described below. 

A. American Healthways. 

1. Multi-Million Dollar Disease Management Partnership. 

BCBSM spent startlingly large sums of money to partner with American Healthways, a 

"disease management" firm based in Nashville, Tennessee. BCBSM hired · American 

Healthways to intervene in the care of subscribers posing certain claims risks to BCBSM, such as 

those suffering from diabetes or heart problems. American Healthways analyzes the health 

records of these subscribers and employs a nurse to call them periodically to make 

recommendations about their care. According to BCBSM, adding another monitor, in addition to 

a patient's doctor, will save the health plan money because the additional oversight may help 

avoid expensive claims. BCBSM calls this effort its "BluePrint for Health care support 

program.'' 

. BCBSM touts its agreement with American Healthways as the first program of its kind in 

the country, emphasizing the breadth of the program, which encompasses many different types 

of illnesses ranging from diabetes to anxiety and stress management. Indeed, one BCBSM 

document suggests that the national recognition it would receive from entering into the 

agreement was a factor in BCBSM's decision to launch the program. (Exhibit 15.) 

While BCBSM's relationship with American Healthways is undeniably innovative, it is 

also expensive and unproven. Their ten-year contract began in 2001 with BCBSM's payment of 

$650,000 to American Healthways and ramped up each year thereafter, with payments of 
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$11,100,321 in 2002; $18,534,314 in 2003; $31,641,057 in 2004; and $36,576,550 in 2005, with 

total payments to date of over $98 million. 

Disease management programs are controversial. Some researchers, including the 

Congressional Budget Office, have conclu~ed that disease management programs are not proven 

to control costs or improve quality.4 Others have found limited cost savings. 5 The Minnesota 

Physician-Patient Alliance, a group formed in 1997 to restore patient and physician authority to 

medical decision-making, opposes such programs because "disease management by insurance 

companies rather than health care providers reduces the quality of health care and violates _ 

patients' privacy rights. "6 It should be noted, however, that some researchers and some 

consumers believe that disease management programs are worthwhile.7 

BCBSM's claims regarding the return on investment for its program with American 

Healthways have been inconsistent, further muddying the issue of whether any savings to the 

health plan can be reliably measured. For example, in November 2003, BCBSM claimed that it 

saw an overall return on investment of almost $3 .00 for every dollar it spent on its disease 

management program with American Healthways. (Exhibit 16.) Later, in August 2005, 

BCBSM estimated its return on investment to be a significantly lower -- $1.50 to $2.00 for every 

dollar spent. (Exhibit 17.) The financial benefit of this program remains debatable where even 

BCBSM cannot adequately pin down savings, if any, arising from it. 

4 See e.g., Congressional Budget Office, An Analysis of the Literature on Disease Management 
Programs, October 13, 2004; Feldstein, Mary Jo, Disease Management Falls Short as Means to 
Control Costs, St. Louis Post-Dispatch, October 2, 2004. 
5 See e.g., Goetze!, Ron, Ozminkowski, Victor, Duffy, Jennifer, Return on Investment in Disease 
Management: A Review, Health Care Financing Review, v. 26, n. 4 (Summer 2005). 
6 Minnesota Physician-Patient Alliance, Policy Statement on Disease Management by Insurers, 
Dec. 4, 2003. 
7 See e.g., Foote, S.M., Population-Based Disease Management Under Fee-for-Service 
Medicare. Health Affairs, pp. 342-256, July 30, 2003, <http://www.healthaffairs.org>. 
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If the program is, indeed, saving BCBSM money as it claims, its subscribers should 

benefit by paying lower premiums. In fact, in BCBSM's Product Launch and Marketing Plan for 

the program, BCBSM stated that "claims savings due to program will lead -to lower premiums 

over time." (Exhibit 18.) In fact, rather than passing on savings, BCBSM appears to charge its 

self-insured custom~rs extra to participate in the program. (Exhibit 19.) If the program truly 

offers reliable savings as BCBSM claims, BCBSM should be able to offer it to all groups 

without cost. 

BCBSM's claims regarding improved quality of care due to the program appear to be 

undermined by other quality assessments. For example, Blue Plus, BCBSM's affiliated HMO, 

has been part of the BluePrint for Health care support program since its inception in 2001. Blue 

Plus, however, performed marginally in the National Committee for Quality Assurance's 

("NCQA") assessment for 2004, ranking only 126 out of a total of 257 health plans reviewed 

nationwide. (Exhibit 20.) The NCQA methodology assesses audited data submitted by health 

plans in four major categories: access to care, overall member satisfaction, prevention, and 

treatment. The "treatment" category measures the quality of care regarding diabetes, heart 

disease, asthma, and depression -- all areas included in the Blue Print for Health care support 

program. If this program truly improves patient outcomes and satisfaction as BCBSM claims, it 

is troubling that Blue Plus falls behind almost half the other- health plans reviewed on an 

independent assessment directly measuring its progress in these areas. 

Furthermore, it is troubling that BCBSM would make such an extensive commitment to 

disease management given its unproven and expensive nature. BCBSM, itself, recognized the 

risks inherent in the venture, describing disease management programs as having "mixed 

success," and stating that "the translation of program outcomes into meaningful cost savings has 

been uneven." (Exhibit 15.) Despite this recognition, BCBSM entered into a long-term, 10-year 
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venture with American Healthways for disease management services and in five years -- only 

half the life of its contract with American Healthways -- has spent over $98 million. 

2. Privacy Concerns. 

BCBSM's disease management program does raise serious privacy concerns. BCBSM 

shares health plan subscribers' private medical information with American Healthways to 

implement the program, a practice which has given rise to many subscriber concerns and 

complaints. 

BCBSM exacerbated the privacy problems inherent in its program by automatically 

enrolling subscribers unless they affirmatively opted out of the program. BCBSM triggers 

participation in the program by sending an introductory letter to targeted subscribers. The onus 

is then on the subscriber to notify BCBSM that she does not want to participate. If the subscriber 

does not affirmatively opt-out, she is automatically enrolled, and her private health information 

is shared with American Healthways without her affirmative consent. (Exhibit 21.) BCBSM's 

failure to obtain subscribers' affirmative consent _to the sharing of health records raises concerns 

under a state privacy law requiring a signed and dated consent form for such disclosure. See 

Minn. Stat. § 144.335. 

BCBSM recognized the strict requirements of Minnesota privacy law, yet chose to ignore 

them. BCBSM stated, "Minnesota privacy statutes are stricter [than federal law] and raise 

challenges for the initial DM [disease management] program enrollment process." (Exhibit 22.) 

Despite this recognition, BCBSM persisted with its opt-out enrollment method in violation of 

Minnesota law. 

Documents reveal that BCBSM specifically chose the opt-out mode of operation to boost 

enrollment in the program. (Exhibit 23.) BCBSM's calculations showed that it would obtain a 
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much smaller number of participants if subscribers had to affirmatively choose to participate. 8 

Id. Although BCBSM states that it plans to change to an opt-in format in mid-2006, the program 

has been operating in.opt-out mode for years. 

BCBSM subscribers complained to it in droves regarding their dissatisfaction and anger 

over its unauthorized sharing of their private medical information. Many subscribers wrote or 

called BCBSM wondering how their private health data could be disclosed without their 

affirmative permission and asking to be excluded fr.om the program. Others understandably 

expressed concern that the cost of the program increased their already rising health insurance 

premiums. Still others felt that only their doctor, not their insurance company or one of its 

c6nsultants, should be accessing their private health information. Although BCBSM responded 

to these complaints, it took no concrete steps to address the privacy and other concerns 

underlying its relationship with American Healthways. 

American Healthways also provides a service called "predictive modeling" to BCBSM. 

"Predictive modeling" is based on subscribers' private health information and involves American 

Healthways using past health:• data to .· predict which patients are at risk for certain claims. 

BCBSM did not specifically notify subscribers that their health data would be used for this 

purpose. Minnesota law requires a subscriber's written authorization before an insurer collects 

personal information, including health data, regarding the subscriber. Minn. Stat. § 72A.502, 

subd. 1. 

8 One BCBSM document states, "Our financial and business relationship with American 
Healthways is again based on an opt-out model. The opt out model allows us to get over 95% of 
the population engaged in the program. Where a typical enrollment model ( opt in) will only 
attract 30% of the population, which is the 'worried well.' The worried well are typically not the 
drivers of the majority of the health care costs. Therefore, an opt-out model allows us to engage 
and impact the majority of the population which results in lower health care costs." (Exhibit 23.) 
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Furthermore, the extent to which BCBSM uses the "predictive modeling" information is 

unclear. In response to the AGO's request for more information regarding the use of this 

information, BCBSM . stated that "for the most part" it uses the information to identify 

individuals who would benefit from diseas~ management services. However, BCBSM admitted • 

that its employees ·have accessed this information for other reasons, but remarkably stated that it 

did not know why. It further indicated that, because the individuals who accessed the 

information are no longer employed by the company, it could not determine why the information 

was accessed.9 BCBSM's apparent lack of control over access to this sensitive data is extremely 

troubling. While BCBSM claims that it does not use this information in determining subscriber 

premiums or coverage, it is, nonetheless, a disturbing collection of subscriber data; 

Moreover, it appears that BCBSM shares at least some of the data generated by American 

Healthways with employer groups. (Exhibit 24.) BCBSM provides reports to employer groups 

showing employee utilization, claims savings and return on investment, participation and activity 

in the program, subscriber satisfaction, and compliance with standards of care. BCBSM also 

responds to specific questions from employers. For example, BCBSM stated that an employer 

can find out whether one of its "high case" employees (an employee with claims over $50,000) is 

participating in the American Healthways programs. This is a troublesome use of subscribers' 

sensitive health information. It is unclear whether health plan subscribers are notified that this 

information is provided to BCBSM and their employers. 

3. Conflict of Interest. 

In addition to the privacy and other concerns regarding BCBSM's disease management 

program, the use of a third party intervenor like American Healthways raises other concerns. 

9 It certainly must be used for some purpose, as BCBSM pays American Healthways thousands 
of dollars every month to compile this information. 
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BCBSM claims that the disease management programs are a • win-win -- they assist 

consumers in managing their illnesses and save the health plan money. BCB~M, however, may 

have an inherent conflict of interest in hiring a consultant to manage its subscribers' health. 

Although BCBSM has described its program as "Mother Theresa in a nursing uniform at the 

NASA control center," by its own admission, it has potentially conflicting goals -- saving money 

and improving subscribers' health. (Exhibit 25.) It is, therefore, doubtful that BCBSM can 

render subscribers a truly impartial service, making its analogy to Mother Theresa optimistic, at 

best. This is particularly so where the paid intermediary's performance and compensation are 

based on saving money~ as is the case with American Healthways. 

Moreover, wedging an intermediary between the doctor and patient raises concerns about 

interference with the primacy and inviolability of that relationship, a complaint raised by at least 

one BCBSM enrollee. It may also be confusing to patients, who could receive conflicting advice · 

from the paid intermediary and their doctor or be unsure about the interplay between the two. 

B. More Disease Management Projects. 

In addition to the expensive venture BCBSM launched with American Healthways, it 

purchased additional disease management services from other vendors including Accordant 

Health Services and Health Media. BCBSM has paid Accordant over $5.7 million since 2001 

and Health Media $125,000 for disease management services. In sum, BCBSM has spent over 

$103 million on disease management programs since 200.1. 

VI. CONFLICTS OF INTEREST. 

A number of BCBSM's payments to consultants or other vendors raise potential conflicts 

of interest. 
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A. Hammerstad/Creative Business Consultants. 

In June 2005, the Minnesota State Auditor released a report entitled "Service 

Cooperatives Insurance Programs Special Review" examining the role of a former BCBSM 

executive in the management of health insurance provided to certain government cooperatives. 

The Report, issued after a six-month investigation, concluded that the former BCBSM executive, 

Virgil Hammerstad, breached his duty to provide impartial services to the ,government 

cooperatives by maintaining inappropriate ties with BCBSM. While Hammerstad was being 

paid by the government cooperatives to negotiate the most economical health insurance coverage 

for them, he was also being paid by BCBSM. Not surprisingly, BCBSM was consistently chosen 

to provide health insurance coverage to every one of the cooperatives. The State Auditor found 

this arrangement between Hammerstad and BCBSM to be a conflict of interest and clearly not in 

• • the best interest of the service cooperatives. 

The AGO's review confirms that BCBSM's relationship with Hammerstad was 

inappropriately close and alarmingly lucrative. The two have entered into a string of high­

paying, long-term contracts since 1998. In July 1998, Hammerstad and his companies entered 

into an agreement with BCBSM pursuant to which BCBSM purchased all of the intangible assets 

of Hammerstad's companies -- Creative Business Consultants and People's Health Care, Inc. 

(Exhibit 33.) ·Hammerstad was the sole shareholder of both companies, which, according to the 

agreement, provided health benefits and provider networks to Minnesota's service cooperatives. 

BCBSM paid Hammerstad $1.4 million for all the intangible assets of Hammerstad's businesses, 

including its corporate and trade names, c~stomers, goodwill, and favorable business 

relationships. Additionally, BCBSM entered into a consulting and non-compete contract with 

Hammerstad, agreeing to pay him $150,000 over the next five years. 
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Before the five-year term of the initial consultant agreement even expired, BCBSM 

entered into another contract with Hammerstad in January 2002, agreeing to pay him a base fee 

of $50,000, a bonus payment of between $50,000 and $100,000, and additional fees based on 

sales for more consulting work related to his marketing of BCBSM's medical savings and health 

reimbursement accounts. (Exhibit 34.) This contract had a six-year term. 

Approximately six months later, in July 2002, BCBSM entered into yet another 

consulting contract with Hammerstad regarding the service cooperativ·es. This contract had a 

six-year term and involved payments of $1.2 million to Hammerstad for the same consulting 

services regarding the service cooperatives that were encompassed by the 1998 agreement. 

(Exhibit 35.) 

The next year, in 2003, BCBSM and Hammerstad entered into yet another million dollar 

contract with respect to the service cooperatives. (Exhibit 36.)1° This contract had a five-year 

term, and involved payments of $1.1 million to Hammerstad for general consulting work related 

to the government • cooperatives. This contract had a provision requiring Hammerstad to 

transition the government coope~ative work to BCBSM at the end of the five-year term. This 

million dollar contract, like the ones before it, was not put out for bid in violation of BCBSM' s . 

own policy and sound contracting procedures. (Exhibit 37.) 

In addition to the ethical problems associated with Hammerstad' s simultaneous 

relationship with BCBSM and the service cooperatives, BCBSM's many large payments to 

Hammerstad are troublesome from a contracting perspective. BCBSM's records show that it 

paid Hammerstad $750,000 in 2001 and his company, Creative Benefit Consultants, over 

$735,000 from 2001 to 2004, in addition to the $1.4 million it paid him for the buyout of his 

10 Although this contract was effective as of July 1, 2003, it was not approved by BCBSM until 
almost a year later, in the spring of 2004. 
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company in 1998. One BCBSM document described its payments to Hammerstad as "unlimited, 

-
based on performance." (Exhibit 38.) 

It is, however, unclear exactly what services Hammerstad was rendering to BCBSM and 

whether any services were appropriate given that Hammerstad was supposed to be rendering 

unbiased advice to the government cooperatives. It is troubling that BCBSM continued to make 

significant payments to Hammerstad•' s company, Creative Benefit Consultants, even after it 

agreed to pay over $ 1 million to ·purchase virtually all of its assets in 1998. This raises 

troublesome questions about the true nature of the payments to Hammerstad. 

B. Incubator Project. 

The AGO's review indicated that BCBSM has engaged m other ventures that raise 

possible conflicts of interest and other concerns. 

In addition to the millions of dollars BCBSM paid American Healthways every year for 

the disease management program discussed above, BCBSM launched an experimental joint 

venture with the same company dubbed the "Incubator Project." The purpose of this project is 

far from clear. BCBSM's agreement with American Healthways vaguely describes the program 

as a joint effort to develop "pilot programs" to "improve health care outcomes." The agreement 

further attempts to define the program, but the actual work performed under the agreement 

remains murky. 11 One thing is clear -- the experiment was not profitable for BCBSM. As 

BCBSM described it, "The Incubator was a development project that had no revenue stream 

associated with it." 

11 The Agreement states that the initial focus of the partnership would include "integrating the 
various m~dical management interventions" provided by BCBSM and American Healthways and 
"increasing the effectiveness of the current . . . care support program by building closer linkages 
among American Health ways, BCBSM, and BCBSM participating providers." 

19 



Like the BluePrint for Health care support program, the experimental Incubator Project 

was expensive, costing BCBSM well over $1 million. (Exhibit 39.) Although costly, it was 

fleeting, operating for only one year. 12 It is unclear whether such expensive experimentation is 

the best use of subscriber dollars. The very fact that BCBSM launches such costly experimental 

projects reflects the abundance of its resources and raises the question whether more effort 

should be placed on reducing subscriber premiums. 

C. BabyCenter Relationship. 

BCBSM agreed to a partnership with BabyCenter, Inc. ("BabyCenter") in late 1999. 

Pursuant to this arrangement, BCBSM hired BabyCenter to develop a health information website 

for enrollees. In addition to health information, the website contained an on-line store marketing 

various products to subscribers. According to its agreement with BabyCenter, BCBSM was to 

receive half of all revenues from certain business transacted through the website. (Exhibit 40.) 

It is deceptive for BCBSM to profit from the sale of products off a website it touts as a health 

information tool, and raises serious questions about the site's true purpose and the quality and 

integrity of the information found there. While the AGO attempted to address these issues, 

· BCBSM was "not able to locate information" regarding its earnings from this website. 

(Exhibit 41 .) 

.12 Although BCBSM states that the Incubator Project operated from January 2003 to December 
2004, it continued to make payments to the Project through the fall of 2005 for what BCBSM 
describes as the ''winding up" of its operations. It appears that the Project actually continued to 
operate during this time, as numerous staff continued working on the Project. 
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D. Payments Connected to Board Members' and Executives' Private Interests. 

The AGO found numerous instances where BCBSM made contributions or payments to 

organizations affiliated with executives' or board members' private interests. 

For example, BCBSM paid over $284,000 to the Children's Theatre Company from 2000 

to 2003 to encourage attendance at the company's productions. These payments run far afield 

from the provision of affordable health care coverage. Mark Banks, Robbin Johnson and John 

Murphy, members of BCBSM's Board of Directors, sat on the board of the Children's Theatre 

Company at the time of the donations, raising the concern that they may have inappropriately 

influenced BCBSM's support of an organization of their own personal choosing. 

In 2000, BCBSM apparently questioned the public attitude concerning these 

expenditures; it paid a consultant $25,000 to conduct market rese~rch regarding the effectiveness 

of its support of the Children's Theatre. 13 (Exhibit 31.) The market research sought to determine 

how many people remembered that BCBSM had supported the Theatre and whether these people 

thought the purpose of the support was publicity or civic advancement. 

Support of a board member's personal, community or professional intei:est does not 

appear to have been unusual at BCBSM. In 2001, BCBSM paid the Ordway Center $40,000 for 

corporate sponsorship of a children's festival. BCBSM's $40,000 donation was made to support 

a city-block-sized inflatable labyrinth called a "Luminarium," which was intended to be the 

festival's centerpiece. CEO Banks sat on the Ordway' s board at the tiine of the donation. 

CEO Banks also sat on the board of the Codman Research Group, a software company, in 

2000, the same year BCBSM paid Codman over $380,000 in software license fees -- only one 

installment in a lucrative multi-year contract for Codman. (Exhibit 32.) 

13 CEO Banks personally approved this expenditure as evidenced by his signature on Exhibit 31. 
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In 2004, BCBSM paid the Carlson School of Management $67,500 for leadership 

training seminars for executives. Emmett Carson, a BCBSM board member at the time of the 

payment, was also a member of the Carlson School's Board of Trustees at the same time. 

BCBSM.also paid the Minneapolis Foundation over $175,000. Carson was President and CEO 

of the Minneapolis Foundation at the time and was sitting on BCBSM's board when the 

payments were made between 2001 and 2004. 14 Two of the payments sponsored policy seminars 

regarding immigration and early childhood education. While these payments may have funded 

worthwhile projects, it is questioned whether BCBSM should routinely fund organizations 

affiliated with its board members, particularly where the money does not support activities that 
I 

are related to the delivery of affordable health care. 

BCBSM paid a company called Zonetrader over $33,000 in 2001 at the same time 

BCBSM board member Ellen Perl appears to have been a Zonetrader executive. BCBSM 

provided no documents underlying this payment to Zonetrader, preventing the AGO from 

examining it further. 

While directors completed an annual questionnaire indicating that they served on various 

community boards, BCBSM ignored this information. Apparently, BCBSM found no conflict of 

• interest in the fact that that it rnutinely paid money to organizations governed by members of its 

own board of directors. BCBSM should be more vigilant and effective in monitoring this issue. 

Simply having policies and paying lip service to them is no substitute for active oversight of 

board member affiliations. 

14 BCBSM Foundation made two of the four payments to the Minneapolis Foundation. As 
discussed in other volumes of this compliance review, the BCBSM Foundation is funded entirely 
byBCBSM. 
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VII. OTHER EXAMPLES OF TROUBLESOME SPENDING. 

A Market Promotion. 

BCBSM spends millions of dollars every year on promotions. From 2001 to 2003, it 

spent approximately $6 million per year to promote itself. (Exhibit 26.) Examples of these 

expenditures are described below. 

1. U.S. Olympic Team Sponsorship. 

BCBSM spent over $500,000 from 2000 to 2004 to sponsor the U.S. Olympic Team. 

(Exhibit 27 .) At a time of skyrocketing premiums, there is no explanation concerning this use of 

premium dollars. 

2. Promotional Trinkets. 

In 2003, BCBSM spent $468,607 on what it called "promotional trinkets." (Exhibit 28.) 

It spent almost $200,000 on similar "trinkets" in 2001. These "trinkets" included items such as 

pens, band-aid packs, notepads, T-shirts, fans given away at the State fair, and travel mugs. 

3. Market Research. 

BCBSM also spent considerable resources on consultants conducting "market research." 

BCBSM commissioned market research polls and surveys on what appears to have been, at 

times, a monthly, or even more frequent, basis. 

The topics upon which BCBSM paid consultants to conduct market research are virtually 

endless, including the following: 

• $30,000 to conduct focus groups evaluating BCBSM's "do" campaign; 

• $25,000 to conduct what are described as simply "focus groups;" 

• $29,000 for an otherwise unspecified "small group survey;" and 

• $49,000 for a "survey of :mid-sized purchasers;" 

• $20,000 to interview people regarding data privacy; 
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• $29,000 to determine whether people are aware of hypertension; 

• $25,000 to conduct an otherwise unspecified "advertising evaluation;" 

• . $23,000 to conduct focus groups evaluating BCBSM's website; 

• $27,000 to assess "several" of BCBSM's "system-generated" letters to 
subscribers; 

• $20,000 to conduct interviews with consumers regarding BCBSM's "fall 
campaign television concepts;" . 

• $25,000 to conduct "positioning research" regarding Medicare; 

• $40,000 to conduct focus groups with "pre-retirees;'' 

• $15,000 to assess whether employers are interested in consumer-driven health 
plans; 

In short, seemingly no topic escaped BCBSM's market research consultants, for which 

BCBSM paid handsomely. According to BCBSM, it paid Action Marketing Research well over 

$1 million between 2000 and 2004 for market research projects. It paid another consultant, 

Katherine Galligan, over $600,000 during the same time period for additional market research. 

Yet another market research consultant, SNG Consulting, was paid well over $600,000 between 

2000 and 2004. 15 BCBSM paid another such consultant; Maritz Inc., $842,977 for additional 

market research between 2000 and 2003. Additionally, it paid Research International over 

$200,000 for more market research between 2000 and 2004. 

Market research consultants were also used to assess consumer awareness of some of 

BCBSM's community involvement programs, raising the question whether BCBSM conducted 

those programs to iinprove community health or, instead, for publicity. 

15 BCBSM was "unable to locate" any documents regarding this consultant's work. 
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B. . . . ieadership Coaching and Letter-Writing Consultants. 

In 2000, BCBSM paid a company called Leaps of Faith $166,000 for leadership coaching 

seminars. The seminars involved topics such as "turning ideas into reality" and "being a good 

meeting participant." (Exhibit 29.) BCBSM spent another $332,000 on this consultant in 

subsequent years. 

In 2004, BCBSM paid another consultant $180,000 simply to improve the quality of its 

letter writing. (Exhibit 30.) This project was considered a small "pilot" involving the rewriting 

of 30 letters. 16 

C. Trade Association Dues. 

BCBSM spent significant amounts of money on trade association dues and lobbying. It 

paid large dues to Blue Cross Blue Shield Association, a trade association for Blues plans, 

almost a quarter of which was allocated to lobbying. Since 2000, BCBSM has paid well over 

$12 million in dues to the Association, with 2004 dues exceeding $3 million. BCBSM also paid 

large dues to many other trade association groups, including, between 2000 and 2004, over $2.2 

million to the Minnesota Council of Health Plans and $493,995 to the American Association of 

Health Plans. 

VIII. CONCLUSION. 

Although BCBSM has adequate consulting expenditure policies on its books, it has 

consistently failed to follow the policies and to adequately remedy problems flagged by its own 

audits. BCBSM's nonprofit mission would be better served if it heeded its contracting policies, 

with particular attention to keeping better track of its contracts and consultant relationships. The 

large number of contracts that BCBSM was simply "unable to locate" indicates, at best, serious 

16 BCBSM did not follow its bid or vendor reference requirements for this project. 
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incompetence and a possible design to avoid the AGO's review. BCBSM also needs to rein in 

its spending on consultants. As a nonprofit health service plan corporation, it has a responsibility 

to spend health plan dollars wisely and in subscribers' best interest. BCBSM has ignored this 

responsibility by spending millions of dollars on experimental, unnecessary, or ethically 

questionable endeavors. 

IX. RECOMMENDATIONS. 

The AGO makes the following recommendations with respect to BCBSM's consulting 

practices 

1. The Department of Commerce should undertake a comprehensive examination of 

BCBSM's contracting and consulting practices to determine whether BCBSM is appropriately 

spending premium dollars. 

2. BCBSM should: 

A. Clean-up its contracting procedures by: 

(1) following its own policies; 

(2) continuing to conduct internal audits, but following. through on the 
recommendations made in those audits; 

(3) improving its contract maintenance by implementing measures to 
better track its consultants and maintain complete consultant 
contracts. The number of contracts BCBSM claims to have lost is 
unacceptable and procedures need to be implemented to remedy 
this serious problem; 

( 4) requiring detailed invoices from consultants to permit meaningful 
monitoring of consultants' work; and 

( 5) improving initial estimates of consultants' work and adhering to 
those figures as closely as possible to avoid costly overruns and 
better observe competitive bid requirements. 
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B Carefully consider whether its astronomically expensive disease 
management programs are the best use of subscribers' premium dollars; 

C. Pass through any savings it realizes on its disease management programs 
to subscribers by reducing their premiums; 

D. Put health plan subscribers' privacy rights first. BCBSM should not have 
used an opt-out method to gain enrollment in •its disease management programs. BCBSM should 

~0 have sought subscribers' affirmative consent before sharing their private health information and 
should notify and gain subscribers' consent regarding exactly how it plans to use that 
information; 

E. Stop expensive experimentation like the failed Incubator Project; 

F. Curb excessive spending on consultants. For example, cut back on market 
research, promotional and advertising expenditures, and lobbying expenses. Devote these 
resources to goals consistent with BCBSM's nonprofit mission; and 

G. Better monitor conflicts of interest. As a nonprofit health services plan 
corporation,.BCBSM should not be funding board members' and executives' personal projects. 

AG: #1570642-vl 
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r BCBSM Consultant Expenditures 2000-2005 

YEAR AMOUNT BCBSM SPENT ON CONSULTANTS 

2000 $200,371,607.47 

2001 $236,640,002.40 

' 

2002 $278,443,110: 12 

2003 $289,915,623.80 

2004 $250,847,220.68 

2005 $240,839,888.21 
-

TOTAL $1,497,057,452.68 

.. 
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How to Choose and Wor'a< with a Consultant 
W PETER C BRINKER.HOFF 

Consultants an offer excellent hands-on expe~nce, insights, pr.tctial solutions and fresh perspectives to vexing issues. But to receive your 
money's worth you need to know when to use consultants (and when not to use them); what to look for (and what to look out for) what to 
require from them and where to start looking. Here are some suggestions. 

WHY USE CONSULTANTS 
There are many g~d reasons to use consultants, but that doesn't 
mean ypu should use them without careful consider.ttion. Below are 
some valid reasons for nonprofits to use consultants. 

• The organization is required to use outsiders.Almost all nonprofits 
which receive government or foundation support are required to 
have an outside financral audit and management letter each year: 
Some funders also require, as a condition of funding. using one of a 
selected '"stable" of consulnnts to rectify problems within the 
organintion. . 

• The problem to be solved is highly technical. If you're facing a 
complex issue, such as the development of a computer system, 

• advice on a large telephone network or a new accounting system, 
an outsider is probably called for; if for no other reason than to 
bring you state-of-the-art options. (Not that you should always 
purchase the latest state of the art system, but you should know 
what is available. 

• The problem is a one-time or infrequent one. Cen:ain problems 
are just not worth knowing how to solve. For instance, if your 

, - organization is going to build one new office/program building in 
the next 20 years. it doesn't pay to train staff to be architects, real­
tors and contr.tctors. Instead, hire these professionals as consult­
ants. 

• You need an unbiased outsider. One of the major benefits of out­
side consultants is that they don't bring vested interesu to the 
problem. They an bring a fresh outlook and offer suggestions 

-without being overly concerned with internal personal policies. 
• You need a .hired gun. In certain situations, you need an outsider 

to make unpopular recommendations, such as a staff structural 
-change, which will eliminate positions or the abandonment of a 
popular, but overly expensive program. Even though you an per­
fonn the job yourself. it may not be wise to do so. 

• You don't have the time. Be careful of using this justification too 
often --Subbing out" a job to a cons\Jltant may mask poor time 
management or priority setting on the part of staff or board. 

As you consider using a consultant, examine your problem to see if it 
• fits into one or more of these categories. If not, reexamine the prob­
lem • to see if you can solve it with intemaJ resources. 

WHATTO REQUIRE FROMYOUR CONSULTANT 
Once you decide you need a ·consultant, you should require two 
things: 

I .A written proposal containing the following: 
• A specific: ·scope or work, includiog the tasks the consultant· 

will perform; the tasks that you, your staff and the board will 
perform; and target completion dates for each major item. 

• At least three references specifically relating to your needs. 
Check these references. 

• A fixed fee schedule or hourly rate with a cap. 
2.A contract, O~ce yo~ select a consultant, require that a con­

tract be drawn up and signed before work begins.: 

"BEWARE OF THE CONSULTANT WHO DOES 

A UTILE · BIT OF EVERYTHING - A 

LITTLE PLANNING, A LITTLE FUND RAISING, 

A LITTLE COMPUTER CONSULTATION, 

A LITTLE OPEN-HEART SURGERY." 

WHY NOT USE CONSULTANTS? 
People give a number of reasons for using a consultant when they 
really don't need one.These include: 

• To reinforce a decision already made. Sometimes the decision­
maker knows what to do but wants the .. backup" or credibility of 
an outsider before proceeding. While a prime reason to use con­
sultants is to provide outside objectivity (see above), in this case 
the consultant is being used inappropriately.Ask yourself if you are 
avoiding the true problem - your own insecurity about .yoiir 
expertise or fear that your opinions don't have sufficient clout 
wjth the board or staff. People who hire consultants for this rea­
son are almost never happy with the consultants' work. The rea­
son? The consultant tells them what they already know. In the 
future they should put their confidence in their own cognitive abil­
ities. 

• To do regularly perfonned work. Consultants have their greatest 
appliation when they solve problems and teach solutions. . 
(Remember the old adage, "Give me a fish and I eat for a day, but_ 
teach me to fish and I ~t for a lifetime:') tf you find yourself ask­
ing a consultant to do rather than to teodi, consider hiring part- or 
full-time staff instead. The single common exception to this rule is 
your auditor.Auditors must be outsiders and do basically the same 

work (your year-end audit) each year. 
• To impress your board. staff and funders. Bad ide:2. Having the ~ore-­

sight to seek outside expertise in a tough situation ls commend­
able, but hiring a consultant only for show is not a good move. It's 
a waste of your money and of the consultant's dme. 

WHERE TO START LOOKING 
The best way to find good consultan~s is by word-of-mouth. Start 
by carefully defining your n_eeds.Then talk to peers, state and 
national trade associations, your United Way and your major fund­
ing sources about consultants they have used o_r heard or. Next 
draft a RFP (Request For Proposal) - a statement of what you need 
done, when you need it done, and about how much you want to 
spend. Send it to the consultants you've identifiad. Interview the 

_- best respondents and take the plunge with the best or the bunch. 
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be effective. a consultant must have certain tn.its. Look. for these 
.. alities as you search for a consultant.. and confinn them in your ini­

tial consultation. 
• Someone who wants to work with you, not for you. Your consult­

ant should involve yo·u in as much of the work as you an reason­
ably handle. Why! Because it will augment your understmding to 
the consultant's final product. increase your ownership of-(and 
willingness to carry out) the recommendations, and reduce your 
costs. It will also decrease the chance that your consultant will 
force-fit your problem into a "canned" solution. 

• Someone experienced and knowledgeable. Your consultant should 
have hands-on experience. If you want management consultation, 
look for those who have_ ac:t.ua.lly managed, especially those who 
have managed organizations of your type and size. 

• A good teacher. Remember that professor you had in college who 
knew the subject but just couldn't teach? Being learned does not 
necessarily mean that you can transmit that knowledge to ·others. 
Even hands-on experience is not enough. It is essential that your 
consultant teach you to help yourself. This skill can be assessed in 
person as well as through references. 

• Someone who can listen. While it's natural for consultmts to 

spend part of your first interview giving you a .. sales pitch" be 
wary if they do all the talking. Instead, they should be finding out 
as much as possible about your organizati?n, your problem, your 
unique characteristics.. If they don't seem interested in you and 
your organization, they probably aren't and that is a bad sign.The 

_,._ same is true during the on-site consultation. The consultant should 
\ spend a fair amount -of the first few hours ( or days, depending on 

the length of the consultation) listening. asking questions• and tak­
ing notes. Beware of the .. quick fix." It won't work for long. 

• A good writer: This rare skill is vital, because many of Y6Uf'.£P!1sul­
tant's recommendations and findings will be transmitted in wnting 
to your board and staff. The consultant may be able to diagnose 
and help you solve your problem , but can he or she transmit that 
information through the essential medium of print? Look for dear, 
concise prose in the consultant's proposal and in any examples of 
past work. that you receive. 

• A good presenter.Another common function of consultants is to . 
present their findings and recommendations to the board and 
staff. Thus, they must have good .. stage presence~ and be able to 
answer questions well. 

• Someone who specializes in what you need. Beware of the con­
sultant who does a little bit of everything - a little planning. a little 
fundraising, a little computer consukation. a little open-heart sur­
gery. (Of cou~e there is nothing wrong with consulting finns 

WHAT TO EXPECT. 
What to expect from your consultant? Expertise, assistance and wis• 
dom. but no miracles. If things go well (and they should if you've 
screened and selected well), you'll get your money's worth, but only 
if you have reasonable expectations ~nd treat your consultant with 
resp-ect and fairness. Don't try to sneak in a little add-on assistance 
here and there.The consultant's bid was constructed in light of what 
ou origin::lly proposed. Don't ask for a change in the work scope 
ithout first accepting a higher fee. 

offering a range of services as long as they assign staff specialiru in 
each area_) find an individuaJ or firm with a proven track re<:ord in 
what you specifically need. For example, if you need a business 
plan written, don't seek a long-r.mge planner, seek a business plan­
ner. If you are dealing with Medicaid reimbursement rates, find 
someone who knows the Medicaid system in your state. 

• Someone who is available. One of the greatest problems with busy 
consultants is their lack of available time. either in person, by tele­
phone or by mail. Ask yourself how rapid your answers need to 
be. For example, if your consultant is helping you with accounting 
software selection and installation and your computer system 
crashes. you don't want to be dependent on someone two time 

_ ..zones away. Conversely, if -you're hiring- a consultant to help you 
develop your long-range plan; you probably don't need someone 
on site within two hours notice. 

WHATTO LOOK OUT FOR 
As with any other purchasing decision, the operative phrase is .. buyer 
beware:· Here are some specific suggestions on what to avoid. 

• Open-ended fees. There is no excuse for accepting an open-ended 
fee. It is an invitation to an open-ended bill. If your potential con­
sultant suggests an hourly rate with no maximum hours, watch 
Out. 

• A non-specific scope of work. Can you imagine having your 
kitchen renovated and not specifying what appliances and cabinets 
you want where. or in what color~ The same applies to a consulta­
tion. look for a proposal that specifically liru what the consultant 
will do and when. as well as the responsibilities of you and your 
staff. 

• large advances. If a consultant requires a large advance (more than 
15 percent or one month's fee). it could indicate fiscal instabt1ity. 
You run the risk of the consultant going out of business during 
your consultation or while you need follow-up. (In some cases. siz­
able advances are justified. of course, as when the consultmt mu.st 
spend a brge amount of cash up-front.) 

• Sloppy (or no) marketing material. lack of good descriptive mate­

rials about the firm could indicate poor long-range pbnning. bck 
of capital. or less than long-term commitment to the consulting 
business and its customers. 

• A firm made up of aJI part-timers. Would you hire a part-time 
plumber or a part-time pediatrician! People who don"t work full­
time at consulting simply an't stay as current 1n their field and as 
practice in the art of consultation as a full-timer.AJs~ you may 
have problems access a finn of part-timers easily. 0~ hint: Be 

• wary of a firm that continually uses an answering machine or serv-
ice during regular business hours. • 

Peter Brinkerhoffls president of Corporate Alternatives~ f nc. (CAI) o (,rm 
speciafizing in nonprofit organizations. (62S South Colfege Street, 
Springfield, lflinois 62704, 217-574-5687), CIA helps nonprofits with such 
services as property acquisition, management audits, strategic planning, 
marketing, business planning, finding capital, board development, board• 
staff retreats a net training on all of the above.) 

This articf e was published in Nonprofit World (Volume I 0, #2) and is 
reprinted by permission. Nonprofit World is published by The Society for 
Nonprofit Organizations, 6314 Odana Road, Ste · 1, Madison Wisconsin 
53719, 608-274-9777 
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Here's how to pick the consultant who fits your needs 
l a loss as to what to do;· my col-

1nfcsscd_ He had run his own suc-
1mpany for years. so feeling lost 

a comfortable feeling foe him_ He 
wc:ot oa 10 explain how· morale had slid. 
cooflicts had c-rupted and lumover had 
ioaeas(:d. In fact. he had lost 1wo of his 
inost expcricoced. long-term people_ When 
Ibey left. they warned him abou1 some lousy 
managas and serious custo1TJC£ problems. 

When I suggested bringing in someone 
Crom the outside lo help him sort through it. 
be launched into a horrible experience he 
bad bad wilh a consullant years ago_ It 

;: •7- - -

.. : ~:. 

." .: --: 

rumed out that she had done more hann lhan 
good and he was rcluctanl to reopen 
Pandora •s box_ 

If you ace considering usiQg a manage­
ment consultant 10 help you with some of 
your organizational issues.. hcce arc some 
guidelines that will help you choose the 
right consultant and get the results you :want: 
■ Ask: your friends and col.leagues foe 

IUJ1lCS of too.sultallls they would recom­
mend_ Beware of ncwcomcn to the field.. 
Many people arc hanging -open for 
Business" shingles bc:twccn jobs or when 
they get laid off or fired.. Don't let a green-, 

. :: ·._ ...:. . ·--·. 
-.--· . , - - -· 

horn lcam the ropes at yow- company·s 
expense_ 
■ Be clear about the results you wan<. 

but DO( about how you want lhc:m to do it.. H 
you can nail down the specific dclivuablcs 
you expect. it will help.the coosulunt dctcc­
rnioc the proccs.s that will get you there_ 
However. be careful not to dic:t.a1e the spe­
cific steps you want the person to take~ For 
insuncc. sometimes clients will ask: me to 
come in and fix something by conducting a 
training program- But during the intake 
iotccvicw, it becomes clear lo me that tr.lin­
ing will DOl produce the desired ~ults_ A 

. . ·--- - . . : 

_-_.··.: ..,.-:: .:-_ ·_ ._.-
. . ... ! ~-_--:.. :: .. ~·-·:· 

. . 
. . ·. -

:•· ~ -- • ~·· .: ... . . :_ -:. . . 
. : . - : ___ .,: ._ 

client who is open lo other solutions ""111 lCt 

the best results. 
■ Chock rdaa,ccs. Ask to speak to peo­

ple who an: at your level in companies sim­
ilar to youn. or people fOf" whom the con­
rrultant has done similar worlc If you skip 
this step. i1"s 
like inviting a 
strangcr 10 

baby-sit your 
children for 
1he wcd:end. 
Would you real­
ly fed comfo<t­
able laving 

• !hem alone? 
■ Mau: sun: 

the person 
durcs your 
management 
pbilo,ophy. 
Spend enough 

JOAN 
LLOYOOWORK 

time oo the front end discussing the consul­
tant's pcnpcctive. how he or she has 
approached . other cases and what kind of 
style the person uses. Any outsider will :tir 
things up a bit. regardless of style. just 
bocau.sc the outsider is like a foreign body 
injoctcd inside a living OJ"ganism_ If the per­
son's philosophy is a match with youn. 
thac will be less narural rejection and more 
acceptancc by the organization_ 
■ Be sun: the consultant bas rdcvant 

rcaJ-lifc expcricncc_ Beware of consultants -
who sound like book reports on legs_ lf they 
ev~..-;;.!; ht -.-.cs. .e:k:;.- ~ outcome may 
fed like the prognm-of--thc-month... 
■ Be ~ IO maiouin cootrol of the 

project_ Spend aK>Ugb time c:ucfully com­
municating to cmployocs what the cnnsull­
ant will be doing and why_ If you don't. it 
will foed the rumor mill and cause even 
mcirc concan.. ~ '.t ·allow the coo.suit.ant to 
SUit working bef <n you . have reached a 
dear uoda-standing -of fees aod bow Ibey 
will be billed. Finally. dctaminc the schod-

• ulc on the front cud and bujld in mooitoring 
points aJoog the way_ 
■ Discuss vulocnbilitics_ Although it 

may be oncomforuablc. the consultant oec:ds 
to know bow you and others could be vul­
ocnblc.. Withouc this infonnatioo. the coo­
sultant may itUmble into an area and cause 
problems._ Foe example. ldl the consultant 
one of your cmployea . is nwricd lo the 
owner's brochcr. or explain that if you have 
lll<n tumovt:r in your area.. you could lose 
yow- job. It will hdp the cons-ultaot to help 
you_ - - • 

The physicians' code, "F~ do oo_bann,• 
applies IO coosul~ts, too.. Good ones will 

·_ ooly do as much as the organiution can lol­
a1tc. 1bey have a light touch and undcr­
st.aJ)d that an organiz.atjoo will push bad 
when it bas rcachod iu limit foe change. 

• Good ponsultanu leave the orga,:iizatioo 

stronger dwt they found iL 1bey ICada Jes­
soos· 11w fllall3gcn can repeat oa du OWD 

and they Juve behind practical tools dial. 
Will make. the lcsaoos last_ -

JoM, LJorl IMlF1a with o«Utive Mwl CMflO'I t/rtlO . 
want to ~ the people side of their business. 
and rrith ~who_,,~ m,p,\:,)as la 
"--•~of owrH!rShip Mid ClOIIWlllfimfflt. 

Ruch her at (BOO} 348-1944. HMiJ • 
infoOjoanlloyd_com or mil _,.,..JoMLlofd-com. _ 
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-~1~~~i~~:-_H•~~~:-~ONS~~T~N!S AND LA~RS 1 - ; . 
-- --·· You· may find yourself in a position in which you need assistance to solve business 
probiems?Betonf you· engage the services of a consultant or an attorn~y. carefully think 
through_, the- J"eaSO[lS -~ yc:;u f~ you need assistance and methodically review the 
process before contacting an outside resource . 

• _-_ Obvi~. ~ -is ·a ~ticai difference between discovering you are bemg sued as 
opposed to· the .realiz.aticin that your salary survey data is out of date. However. do as 
much 'advaoce anhlysis as-possible in a time<ritical situation.. If you do. you will avoid 
oi mitiia~·~y tu6ire difficulties: ·: ·- • • 

lk--~~~~~-bd~ .uses the term consultan~ but you may ~ substitute 
the word .. attorney" for consultant. 1be following decision sequence should be useful in 
most situations.. ·- · - • • ·-- •• • • 

- ......... . - , . :_ - . -- -
Step L Detm:ing -~~ ~ope of the problem 

-~ YOU!:probl~ or issue: 
.. -• Ex.:ac::t.Jy:what is "wrong? 

- -
• Why ~ -~t you ha~e? 

~- , • ,_How_ ~~-yati_ ~ -Y<?U have a problem? 

•- Who dse-in your company has any infonnation that would help you understand why 
_. _.you _!lave~ situatiO?.,? ~ - - - _ 

:.. --_._ • . Do you mow oow ihe problem happened? 

• Do you know why ~ problem occurred? 

- - • What"-wilrit"tak.c"io solve the problem? 

·.:~ ... Do you know how. to solve the problem? 

• Have you disarssed the problem with your superior? 

• Who else should know? 

• Has this ever happened before? If so. what was done? 

To determine exactly what the ramifications of the problem are.-you·may have to 
perform so~ preliminary infonnation gathering and analysis. Specifically: 

• Wl;1t will happen if we do nothing? 

• What risk(s) does your company have? 

• Are there any financial risks? U yes. how can the risk be quantified? 

• Is there a risk o( adverse publicity? 

• Is there any risk if other employees become aware of the problem? 

• Are there risks associated if the company does not act quickly? 

1155A 02000,CCHINCORPORATED 
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• What -Wlll it costto fix·the problem? 

:..• Are -funds bud~cted and available to dedicate to resolving the problem? If nol. how 
can funding be secured? • 

• Is the problem one issue or is it a part of a broader problem or process that must be 
·-addITSSed in order to solve the appa.Tfflt problem. 

Step 7- R~ource analysis 

Internal analysis: 

D Does your company employ someone who can solve the problem? 

D Can that person be made available to solve the problem? 

. . □ -~t inttrnal resources are there to dedicate to solving the problem? Can those. 
•. resources be dedicated to this situation? 

·o • Ir there is no internal ability to solve the problem in the time available. what 
potential external resources are there? 

: .. What if you have ~o latitude -in sel~ outside consult3.nts? It is not uncommon 
for some companies to have a law firm on _a retainer or to have a long-standing 
~ationship with ~ specific q,nsuJting firm, In those situations. you generally would not. • 
~ -in the position of selecting-the fi.nn; however. you should still consider following the 
process described below as closely as possible. It will provide you with more information 
and. in the event the rclationship or situation deteriorates. you will have attempted to 
ensure success.. 

To identify·all possible resources available. use all of the following: 

-□ Cor!._~t your professional pcm for referrals. 

D Contact trade and professional associations. 

D · Ask your colleagues for. fCCOOUDcndations. 

D What external organizations have been used in the past? 

Example: Your organization recently hired a chief f"mancial officer from one of 
·the major aa::eunting f°lf1J1S. She.has made an outstanding: impact on your organization. 
When you advise her of your need. she is insistent that you hire~ f onner: employer. 

In the above situation. if you have networking relationships, m~bersbip in one or 
m~ PrQfCS'Sional societies. and read periodicals and attend sen:µnars and conventions, 
you .are iii a position t9 debate the relative value of one firm or expert compared to 
another. Also. you may haye_heard a ·speaker: or read an -article by an: individual that 
could .be a candidate.- or the -individual's· firm may· be ·a candidate for _your current 
n~ • 

. Does the -situation require multiple resources? Can one external ~w--ce _provide· 
expertise to resolve your situation or-do you need to investigate several different types 
of.resources? For: _example.· if your problem. involves a legal and training matter. -you 
may-need- to employ an attorney and a coQSU.ltant·who specializes m training program 
design. 

Alter you have secured .the names of several possible resources. · consider the 
following: -

-- . - • You may prefer _local resources to-reduce the cosl of travel and to make communica..: . 
lions easier_ 

Personnel Pnctices/~ommunlcatlons ,r ISSA 
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• Generally. referrals Crom •inside your company are preferable. If the resolution may 
be potentially embarrassing to your firm, you may find ~upport easier internally if your 

• pe&(s) partiapitiirin the decision lo retain a specific consultant or attorney. 

• Initially. narrow the list _to three or four resources. 
- - • -· -
• Meet with your superior and any other interested party to apprise them of yo1,1r 

progress and planning. 

• Contact each resource and arrange a meeting at your facility as SObn as mut\lally 
convenient_ 

Step J. Interviewing--potenti~l candidates 

Prior to the first meeting: 

• . 0. Give. each potential consultant a corilidential copy o( a written document thaL 
defines the scope of the problem and· e."'Cpectations the expectations you and your company 
have of what the consultant will do_ lhis can be in the fonn o( a request for proposal that 
explains_your objectives-and needs or may be presented during your initial interview. 

d - Determine whether there is any question _ concern in~ the financial .-~ ormancc. • 
stability arid reputation of the firm and include questions to secure irtfortnalion ~ing 
these concerns. • - - • 

····o. Under,tancfthe issues surrouncling your problem and be familiar with relaled lav,,s 
alici other si;milai'matt~ . • • • 

.-~Ji ~S:'j;~~ to listen: .c:;:arefu~y and take comprehensin notes. 

During eadi interview. discuss the followin~ with each consultant.: 

0- Reqµcst ·,dist of-prior-clients with the same or- a similar problem and. ii possible. ii, 
the same industry. Ask--whe~ or not you can contact the organization. and if so. secu~e 
contact information, 

0 Ask for an estimate of the cost to resolve the problem. advice on how to pla:n 
expe~ how the_~nsultant will bill. how expenses are handJed. as well as the fee.. .. 

0 Inquire whether or. not your finn can do some oi the work. such as printing. to 
~~~~ • : 

~ .---~ □, .Req~~i d ~tfuf°o( all o( the -~atenal. information and assistariL--e the consu)tant 
wit~ yoo aid.yo~ company to ptovide and what lime frame is necessary. 

·· - . ; . ' . 
__ ~ . 0 .?ro~:~ -~ ?'_~~t the cons~lt.an_t provid~ advice as well as a product. 

-~ . t:.. . : □ .-_-~tgminc -~hether the so)utioo la -your problem will be the same as other.. or 
wbe~ _the ~Lant w:iU create a -unique solution_ - ·-

, ,; ~==---- a -Ask . for: . ~te o/-il. e.timat~·- for- 0 cadl step of the proposed comprehensive 
:·--solution.~ will allow. lhe ·cosr for: the entire proposal .to ·be planned ~ budgeted ovei . -

several years, 

.::. ,-,·- :· D .:Reques(an.estunate on: how l~ng it will take to complete. the'assignment and_ a 
detailed ~ucnce. of steps necessary from beginning to en& -. , ~. □.:~ ori"meeti~~-with:the indi-,i-d~(s) who-wiit do the woric prior -t~ any ~sion 

- to ·engage if0 the consultant you are _meeting with will not • be the individual who will 
complete the assigrunen_t. • 

D Ask ~ut the consult.an~ prior experience with your situation. 

D Inquire what the consultant's credentials are. 
:=. · _: D _Determine what use will be made beyond j'OUT ~grunent. if -any. o( any infonna­
tion, that you provide or information that is generated because of your assignmei:1L 

iL155A 01998.-CCH INCORPORATED 
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.. ~□ · -Fmd-out how.will the consultant safeguard the confidentiality of your infonnation_ 

D Request that the consultant's proposal include a statement that the consultant is 
complying with allla.ws;,-regulationsand canons <>r standards of conduct governing.his or her 
profession and business.. 

-- . - _ .. : ~~ --:.-·_ : ! • - ·. 

0 Inquire if the consulting finn will guarantee their work. and for how long_ 

• --: ·G-, Request that if the consultant wishes to bid. he or she musr submit a wrillcn 
propos.aJ _addressing all oLthe commitments made in this meeting, the plans Lo resolve your 

., .. _ si_t~o~. -~ -~~ ~~~- cost and ~I contingencies to cosL 

. _ 0 .Be .prepared. to tell the consultant to who~ to direct questions. who will make the 
decision on hiring. your time frame for project completion. and anything you consider 
outside the ~pe of ~ work__ 

D Provide a -9eadline ·for bids and advise how many copies of the bid you want to 
receive.. 

Step ~ Selecting the consultant 

~ Review·each written proposal: .. 

: ~ Is the· ptop.osal consistent with your notes and recollections of what was said by the 
consultant? 

·- ·• Arexou comfortable with the-proposal as a solution? 

• Is one proposal clearly superior to the ~? 

___ _ ___ -,:-__ "!- is:~:iio~~~ady ~--:-~t1/ihan the o~? 

-=-~~'Chemistry" is important: 

·.- ·_- ~ ILthis· is;a situation of risk. such as a high profile discrimination lawsuit. your 
working::-relationship-withyour expert is critical You must be completely.candid and 
feel the individual has the company's best interest at heart: All things being equal. 
chemistry may .be...the..most.important. variable_ -. - .·, - . --:. : 

• Did the. consultant _do all. of the talking or did .the consultant ask many 
guestions and is the proposal -~flective of what the consultant learned in the interview? 
· I ~-- - _. • ,._ :. r - · - • _ "..,, . 

Do your homework: 

. D Check all references and credentials. - - .:; -- -- - ~-·.:: -- .- _-___ _ , ::: : 

· .p. ~ pi::of~iooal re'gUlators and the Better Business Bureau. 

0 Remember. cheapest is not always the besL 

Recommendation: 

D Discuss your thought process and preliminary recommendation with your superior 
and any, other interested party_ Gain support for your decision by sharing the pn>eess and 

_ ~t y_oo ha~~~ed __ 

D Make your decision. 

Final details: 

__ 0 . Have a lega..l review of the contract before signing_ Compare your original meeting 
• not.es and the initial written _proposal lo the contract to ensure that the documents ~d your 
understanding are consistent_ Pay_ particular attention to any discrepancies. • 

□ U ·a deasi'on was based on price. you may want to negotiate price with otherb1dd«n 
before making a final decision_ • 

D Call the _ winning- bidder and follow up with a letter recapping your understanding 
. and expectations... • 

Personnel Practtc .. /Co mm u nicatlons ,r-ISSA . 
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. ..c . ·-.• '··'. -- □ -Contact the-othermnsultants by maiL You need not divulge who got the bid or 

::. :~-~Y.;a.i~y~uIJJay~t Lo _~~~ feedback_ 

Stel)'~-Moliitoring·progress·after engaging external services 

• Monitor progress dosely_ If daily amtact is necessary. then demand daily feedback. 
Review-all bills>: ·: ·-_ 

....... _ ·:e ::.- Incorporate methods. techniques .and solutions used by the consultant into your 
•• • ·mternal-processes in ordcr to avoid the same or similar situations in the future.. 

• Do not broaden the assignment without redoing most of steps 3 and 4_ Remember 
thaf consultants earn money by billing time. If you ask for inf onnalion. you will be charged 

•• -,.-:for ·the time'spent in_ researching and responding to your requesL 

• Designate one company contact for all communication with the consultanL No one 
should go directly to the ronsultant: everyone should work through the designated contact_ 

• If there are several individuals doing tasks for the consultant. request that the 
consultant also appoint a "point person .. . to facilitate accountability for communications_ 

• Do not '1ealc" information prematurely_ Have periodic update sessions conducted 
by the consultant and provide the sessions to all interested parties for the life of the 
assignmenL 

• Do not hesitate to advise your professional counterparts of your experience with 
your consult.anL Open. earned praise or factual information is always valuable.. 

What should you expect from your consultant or attorney? Using the tenns 
.. consultant .. and .. attorney'' interchangeably. the traits listed below should reflect the 
manner in which your consultant or attorney handles his or her part of the relationship: 

- ,_ Reassuring:. You shQµld not be. made to feel that your situation is unusual and you 
shouk[ be. made ·to · feel that. your questions and concerns are reasonable: You should 
receive a timely and quick response_ 

No surprises: You should be aware of any possible actions and alternatives_ 

Leadership: Your attorney should function as the leader of the team. 
- • 

Honesty: In simple language. your consultant should be candid and 
straightforward . · 

Know your business: Your attorney should make an honest effort to undern.and 
your busines.s and industry. and therefore understand how advice may impact the 
business in general • • 

Anticipate problems: Your consultant should anticipate your concerns and be an 
iruli~dual y~~ feel you.~ confide in_ 

0 Interested: Your consultant should be enthusiastic about your challenge. 

• • Prof e:ssion.al: Your attorney should always demonstrate the highest standards of 
prof~oµa}ism. • ' 

Loyalty: You should expect the consultant's loyalty. and comµutment. 

:_· Available and proactive: Your attorney ·should encourage communications and 
anticipate your_need for information concerning the status of your situatiolL 

,.Attentive: You should be made to feel you are the most important client your 
co~tanthas_ • 

F.or more infonn~tion. Most ·human~ practitioners. both generalist and 
specialist. have had to employ attorneys and consultants. As businesses decentralize 
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and •Totten•~ organizations·by reducing specialized staff. more _and more managers and 
line- supervisors are engaging outside advice. An example of the practice can be found 
at f 4453 in the discussion on using consultants in designing child care benefits. 

··' .. ·Formore ·information.. Depending upon your situation. you may use several of 
.the Jollo°winiresources: ·' -- • 

. • M.anagin~ 1:E~)C challenges.. begin at 11 S6. 

• · _Improving w_orlcplacc investigations. see 1271 L 

• • · -~~~g_fawsuits. ~ f 1S58-

,:Joi;ce a ~pany-ent~ into a relationship with another company, the type and 
status.: of the employee, .• and the nature of the relationship are critical factors. For 
specific information_ see: 

. • , Employee leasing. see f 20 lB. 

• Outsourcing. see f 20 IC 

• • Payrolling. see f 201F. 
p - . : •• _; : • : • -~ • 

• . . Temporary agencies. see 1 20 lF. 

• . Joint employers (employers and staffing companies) . see f 20 lP. 

• • Delegating legal responsibility to a staffing company. see f 201R. 

• F~~ to consider prior- to hiring a st,affing company, see f 201S. 

• _ ~ti?~~~ ~~es. see f 2975. 

1bere are ~ - popular programs that · generally involve relationships with 
consultants. Examples include: 

• Employee assistance programs. begin at f 4400. 

• Child ~ begin at f 4450. 

• • Fmancial planning programs. see f 4445. 

• .:~f~~c. facilities. begin at 14600. 

_ . -·:. • Legal services~ benefits. begin at 14730. 

;.. • Dependent care. begin at f 47SO . 
• •• -- - -; ,~ ·'wer ~ begin at 14800. 

U558 . --HOW TO MANAGE LEGAL CHALLENGES 

-: -~Almost ·anyone carf"sui·your firm_ for· soi:ne reason. Certainly, employees and 
former employees can~ the services of an afromey and. geiierally. ·sue you for 
alleged misconduct or harm- of-some·{Oflll_ The _fact that a la~ suit is filed does not 
mean you will not prevail; however:, it does mean you must investigate and respond. 
~- - .:· ,,: 1: ,·· - - _:.· • . ~ - . . -

. ,_Rega.rql~ of the merit of the suit or the actual facts. there are certain actions you 
shoukf~e ~e~~ you are ~ed: • -·· - -

::.: ·-· d . Protect~.the pfaintiff (charging party). Immediately upon learning that an 
indi~duaL-is -suing your fivn . . take wl)at ever reasonable steps you can to ensure that the 
party is ·not retaliated agajnst in any way. Assuming the individual is empioyed by your 
company. there must be no change in the individual·s employment situation--no matter . 

• '-how:StJbtle--as a result of_tlie individual 0s action against ~ company.· Meet . with the 
individtial' in private;-ecplain the -company·s desire to ensure that there arc no negative 

, •. reactions. and:strongfy request that·the individual advise you (or the individual he or she 
meets !rith) if· thei-e is a ~tion of negative-actions_ If the individual is no longer an . 
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lluu1c111 nesourc~. r1ao1ihll .!. II .I 111111 

- • • _·l(i'·n·ipl, 

• S1fi11pl1 ·, _ _11t' Wlll'k 

• l"i111i· rard, 

• ·1·r11l11l11H· ri·l·11rcl-i 

• w,:i111 ·11 nil1•-, 
. ' . 

\Vi1111 to lni:ludc-'. Whnt i.l10uld vou i11rh1dc• i11 dia•u1111'11lnllo11 lo 111:1k1 · ii 1111• :111111H• 

r11l. h<'lpful ~,. u..._,irui? /\t n- ll)i'ni11u1111,.don11iw11lnl io11 -;ltould ' i11dud1· : • • 

C.1 'Thi; p11rp1N' 11( Hw dui·u1111·11l11li1111 . I.,· .. .;.,._ril'l1 '.1t warirl1tH , 111 :i 11 :i 1.1 1·r ', l111i, l111!1d111i :1 

l'i1111pl11l111, 1_'11' . . 

• 0 Tiu· 1·~11 lcul t•ll'ttll'lll!\•Wltr1, wl111t , wl11•n• , .,.,,,;, .,i. why :rnd ltnw , 

D I low· 1'11• t•v1•11i 1irip11dl·d y1111r l,11~l111...;,,l'il1 ·d by clt•l'isl1111 111:llu·r., 11,; 1111 '. l<1·y 111 
df1x:tlv1• d1)(.'llltWnl::1tlon u~ It !-hows wh11t your hlitlH111t1• huo.;lrH~" rt•11.;1111 w11, for 111kl111i 1111 · 
11dlo11. • 

• D • l{1:k•v1rnl µolkk~ 1rnd pron"<li1n·, . 

• □ Pa-.t cl_1,cum<.•11t-atlon rl'lcvnnl l·c1 tltc 1•v1·11l•111tnd1 p11,t · W/\1'11i11,:s, i11ritl1 ·11t n•porlo; . 
nni-1 1wrf orn111n1:'e_ 11pr,r:1l~HI!-; 11-; npplkal>h' , . 

D • _l '_11m·1·1·lvl' 11l'll1111 l1ik1·11. 

0 Al·ll11111111111 fllr follow up. 

D St11tci11c11t or cons<.-qUl';1<.·1~c; . 
• • I I . ' I ·- .. ' , . . ' • 

CJ .~l,<i1Aturc ancJ dutcs:---1~ i11~ cmpluytt_ rcru~t·~ lo ~IJ.C~ • . m11kc 11 11011• un lht· cl1ip1111c11l 

• ~tfh~vc ft , .. w,~~ ~lgn ~M "'!le. , , ,. j , , I ' 1 ,, • , , , , 

• ,, : ~~member your role as a juror, ,H you have nol mJi·de· a fair: lnvesllgallon, you will 
not succeed In convincing the jury or· .the Juror that the ~vtdence is fair. W~hile ·th~. goal 
ls:~o. h_ay~ an ,o,ulcome that Is. f'1_yor~b.l~ to ~~tCOf!!paryY,,, y~ur jo~,1~ lc;i 111ake,a f~i,r an<l 
co~P,.1.~l~ lnvestl,gal_lon. p~ V.:h~t. '<><:~il'..~~: p Y.~~ by~ass. ~n.tav~,rable e~!:cl~nce, . .l~~ll·, 
mo~t;Pir, ~cx,:u~e•l~ta.~l9p,.l :~el ~.~I~~~~ ,t~~l n,e.,opp?s/_tl?n ~~!I, ~d~ •. I . I . .1 ·" ' : ; ' . 
employee rights to representation , : , • •. • , . , • 1 , . 1, , • 1 , •. ~. , •• • : -, ., , , • • ! , . , • . , , 1 \, , . , . ! , . , . . . . . , , 1 t r , •. ,~ , 1 : . • • • • . • , . 

,1, . ... Union employ~es. have. the rig hf to :requ~st the preseni:~ o( .a union . rep.resenlallve 
·at an Investigatory Interview that coul<l result In _discipline, accordli1g to • the US 
Supre1ne Court's NLRB v J .Weingarten decision, The NLRB hns also extcnclecl 
W~lngarten · rights tcL nonunion employee!i-they have the" r

0

lght
1 

lo have," coworker 
present at an lnves_tlgafory Interview. Investigatory lttlerviews are · .those ·in which an 
~mploy~ Is liwestlgated or questlonecl 'or when the emloy~ reasonably fears that some 
sort o( discipline may result.: There ls no right to represenlat)on In a dlsc.lplinary :or 

• te.rmlnatlon rri~tlng where the employee is Informed about disciplinary ·aclion, 
For ad.d'itlonal lnfo~matlon · • ·: • • • 

\' • .,., . ' I I 

For m~re · about _ workplace lnves~lgat-lo~s. · see _ P?.n·,J 249~f. ,n1,1d J 2495G . 
• Coverage·of documentation Issues begins at i 2635. . ' ." •• 11

•. • 
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You may want another {lr:111 to .admlnlsl_er certain servlces· Cor1your, .cpJnr>riny, You 
. may need research before· y.ou • decide how to 'handle a .matter. How will you find the 

• 'best service provider .or researcher to meet your· needs? Send our·;'d' Hc-ijut'Sl for 
. Proposals' (RFP) and_:c.hoose 'the company o·r researcher that ~u~mlt,; th\! .l~l proµosnl. 
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Thie. sc-cliciu cxplnl11c. ti gc1wrnl RF!' procc-dure n11d pr·ovldC's n l'lwl'ldbl uf 11111jo1· 
points llrnl should be coven•d l11 an HFi' .. J\c.t1mple RFJ> ic. nlc.o i11duded bduw, 

(;cnernl pror.edure. Tlwn~ nr<' five main slrps lo llit• Rr' P prore:-s , J\11 lff P 111w;l 
be: crcnlr.d and di~lrlbutcd. The proposals lhr\t are sub111illccl 111usl b<' rrvicwc-cl an<l o 
selc:c:llon 111nde. Thc.n, parlldpnnls arc nol°Hied anti n co11tracl for sr.rvke~ is ne8olintf.'d , 

1. CrcRte the RFP, t\ftcr a need ls id<?nlified nnd nssrsscd, nn RFP 111usl br. 
c:renlcd . An RFP !-houlcJ be very specific nl,oul whnl !\C'rvkc!\ nt·<~ l'l'(lllin•d, A c.p<'cifkn• 
lion sheet that would n11liclr,ate lhe questions lhal may be asked by someone desiring 
lo c.ubmil 'a proposal in response could he nltoch<'u . Th<' more spedfk nn RrP, th<' 
better, more relevant lhe propoc.als received should be . A d1ecklist fur en•oli11~ nn lffP 
nnd a c.amrte RFP are provided below, 

2. Distribute the RFP, Dclermi11c who shoulcJ rr.ccivc lht' HFI', ll 111uy be 
necessary to purchase a mt1lli11g list from an organization In order lo n;,H:h those lhnl 
can provide lhe needed services, The RFP niay be cllslribulc.-cl 1,y 111all, l~•111Hll or fax. 
.RFPs m;iy ;ilso be lncluc.led in newspr1per cmploymenl acJs or poslcc.l on lhr lnlcrnel. /\n 
Internet lisl server rnay ~lso be used, If you ore sending ou-l a lnrg,e number of lff Ps by 
nrnil , you rnighl wanl lo engage a mai_l house to ~luH and r,osl the envelopes. 

J. Review proposals submitted. Keep a log of the dale and lime cnch proposal hr\s 
been received. A.sscrnble a committee lo review and select the bcc.t proposal. ComtnlltC'c 
members should be knowledgeoble about the needs oJ .lhc organlznllon an<.l the nc-cd (or 
lhe requested services, Each rev·iewi'ng member should rel'elve a copy of all propoc.nls, 
Should a forge number of proposals be received, a scretning prcx.:e~s could be used , 

Review and selection would be facilitated through lhe use of a uniror111 ralln~ 
sheet. A deadline should be set for the reviews. One member o( the commiltcr should 
tabylate the reviews and determine I( one proposal Is deorly lhe fnvorile , I( a ti<.! is 
apparent, the proposals that are tied should be reviewed again by the commiltce, Once 
a winner has been selected, carefully review lhe credentials lo cvaluale wlwther, in lhc 
committee's opinion, the proposal can be carried oul. 

4. Nolificat/on. Notify the winner that his or her proposal hos been selected and 
Lhat yot.1 would like to begin contract negotiat ion, Also, notify lhc olher parliclpanls 
that the Clrst selection has been. made arid tell them lhr\l contracl nt'~otl!ltion I~ 
underway, l)o not give participants a final selection nollCication unlll you have o 
signed contract with the winner, You may be unable to form R conlracl with the firsl 
choice and you may need lo enlist lhe services of your second choice , 

J. Create contrac(, Before entering into contract negotiations, stucJy the proposni 
to see If there are any Issues that cou.ld make problems for your comp;iny, Such issues 
would have to be explored and resolved during ~ontrncl . ncgoliallon , Wilh !\ well • 
crafted RFP and accompanying specl(lcalion sheer:. there shoulc.ln'l be many issues lrfl 
lo resolve during this negotiation phase , 

SAMPLE: Request for Proposals 
Request for Propo~al!'I for Contract He!'leRrch 

Thirteenth Annual SIIRM-CCH Study 

"Fact or Fiction: h Line M_ana~ement Heally Per(orm'lni,! 11 H Fun1·1 lo11!'1? 11 

To: Members o( the Human Re5ources Division of lhr Acndr111y of Mnt1:iRt'1111°11I 

and other intP-rested parties 
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l.- ro,11 : CCI I l11eorporall'rl n11d tile Sod<·ly_fill' I lur.111111 lfrsourrt ' (\'l:111:ti.!l' ll1< ·111 

CCI I lncorpornl<'d :rnd thr HC'-.r.hr'l'il Co11iinll lc-1• or thC' Sol'il'ly ror 1111111:111 HC'• 
sourt·c.• Ma1111J{1.•rnct,l (SHRM) rN1w•sl ti,~ s11b111is~1011 o( proposal~ (01; (u11ded co11lr:wl 

n•!;(.'1trch 011 ihr topic o( the lrnm,rornint io~ of the I IH function. 

Those 'i11h111illit1R pror,o~nl._ should he- willin~ to pr<'S<'lll IIH·ir r1•,1•11rd1 rl'c;ullc; 11( 

llw 1998 SI IHM Nnlional Confl'rcnc.iP. 011<.J Ex1iosilio11 111 Mlnn<-npoli", Mi1111t-~ola, Ju1w 
1'1-17, 1998. In n<ldllion, a _CCll•l'dilcd su1111111uy or the rescim.:h rPsullc;, lins<-d 011 Ille 
n·scnrd1('r'~ rl1111I wrillc11 rcpor·t, will ()(' sent lo SI IRM 111c111bcrs nrul lo subsnlhL•rc; of 

• CC:! I survh:c~. • 

'l'hc ovt•rnll p111·pos<> of thr projC't'l is to iclf:'nti(y nnd n11nly1,r, wl,c•llll'l' 1111d how the 
Ill{ f1111i:tio11 is bcl11g lrnm,fon11('d (ro111 II lrm'litlortal drpnrt1111•11l '-ll'll<.:lllrc lo ll 
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decentralized business unit framework that places more responsibility on ll11e manag~~ 
and other functional organlzatlon members (Including employees) lo perform HR tasks. 

The successful proposal, when Implemented, will (1) determine and quantify the 
extend to which the transformation has taken place In small, medium and large 
organizations; (2) show the. various structures and technologies that are currently In 
place to perform all HR functions: (3) determine the role HR plays in the transformed 
structure: (4) identify the specific functions that are being performed by llne manage• 
ment and other functional organization members: and (5) determine the tools Rnd 
support needed by line managers and business units to perform HR respon!\lbililles. It 
Is Rssumed that thls will require nonrandom survey(s) of a stratified sample of the 
SHRM membership. 

The proposal must also contain sufficient ln{ormatlon lo enable CCH and the 
SHRM Research Committee to evaluate the researcher's ability to conduct the project. 

Proposals should be submitted by February 7, 1997, In accordance wllh the 
enclosed specl!lcatlon sheet, to: 

!name, address, telephone number and E•·mail address! 

Requests for additional Information, if required, should be directed to the person 
at the telephone number or E-mail address desiknated above. 

I CHECKLIST: Creating an RFP 

. D Clearly ~peclfy what servlc~ you are ~eeklng. ror example, do you nc:ed II hcndll!\ 
1Hlmlnlslrator? Contracl r~arch? An outsourcer? 

D Identify your company and be specific about your requirements. 

D ldenllfy your purp~c. 

D Set oul whal a successful proposal will 1.nclude . 

0 Note any conditions lhal apply (e.g., extra f~). 

D Indicate when the submissions must be .received. 
D I.Isl lhe name and relevant. Information on where lo :i;end a pror,osal. Al~o. 11st the 

name or a. contact person who can be contacted for que5Uoris or clarlrtcallon~. 

0 Allach a specltlcallon sheet lo sel out additional proposal requirements . The sheet 
should Include: • 

• Submission deadline 
• Statement o( purpose, and (')bjecllves . Jtach proposal must lncllcale how each area 

sel forth In the RFP will be addressed. ll mu!il specify key l~sue5 and ldcnWy potential 
problems, For example, how the servlc~ will meet the compRny'!i neccl!i .or how r~earch 
findings will advance knnwledge or add value. . • 

• Support !or lhe proposal, This could Include a llterature review or demomlrallon o( 

previous approaches, case studies and client ref etences. 

• Description of methodology, How wHI the mviccs be provided? How wlll the 
problem be approached? Other Information lhat may as_slst their ablllly lo perform Includes: 
hlslory/organl1..allonal structure; staffing; risk .management: llablllly programs; AIM com• 
pllance; account management capablllllcs; performance guarantee:<i; complalnl r~!llutlon 
procedure: technology (Y2K compliance); and ctinfldenliallty, 

• • Schedule. Ask for a project timetable. Provide an end .dale, IC applicable , 

• Budget statement. State the re5ource, required. Explain the charge~, f er.s ~ncl 
expenses that you expect to pay and those you will not.. 
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• VUa/slatemcnl of quallflcall(')nll, Credential~ that wlll ullow you lo evnluete lhe 
ublllly lo carry out the proposal must be Included. JC you want to do R blind review, sprclry 
that (he ~latemenl of quRllflcallon~ be In a separate document. Rcferencc:1 end former 
clients ~huuld be· !Isled along with contact num~rs. If anyone Is not cllidblc lo rrnrllcipate 
In the RFP process, IL must be ~peclrled. 

For more Information. A list of specific Issues that should be Included on an 
RFP for counseling and referral service providers Is located al ~ 47S6. Research .results 
from the RFP sample provided above can be foLind at n 154A. 
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Corporate Policy 
Policy Name: Use of Contractors and Consultants Policy Number: FIN 1-02 

• Effective Date: September 9, 2004 Policy Owner: Tim Schultz 
Revision Date: September 9, 2004 Executive Sponsor: Tim Peterson 
Category: Finance .Committee Approval August 16, 2004 

Date: 
SubCategory: Finance Last Reviewed Date: June 18, 2004 
Policy Status: Active 

Policy Statement : • 
It is Blue Cross policy that using :. _£_.iP consultants and contractors is based on justifiable 
business reasons and is loselv moniri to ensure that expected value is received from the 
services provided. 

Policy Rationale : 
This policy is established as part of Blue Cross' effort to ensure the vendor selected is 
appropriate for the job and represents the best value for the money paid. 

Scope: 
This policy applies to all Blue Cross employees, except those working for Delta DentaL All 
services received from consultants and contractors are covered under this policy unless 
spedfically excluded. Exclusions: 

A. Audit fees for governmental auditors. 

B. Audit fees for financial statement and other attestation work engaged by the Audit 
Committee. •• 

C. Payments to professionals for peer review or medical review services. 

D. Investment managers/investment advisors. 

E. Contractors or consultants performing services under the direction of a Law Department 
attorney, with the expectation that the work being done will be subject to the attorney 
client privilege or the work product doctrine. 

Guidelines : 
I. Business Justification: The initiator of a request to use a contractor or consultant will 

provide, in writing, the business rationale for the request. Such rationale will address the 
following: • •• 

A. The business need. that will be addressed and why it needs to be addressed at 
this time. 

B. If the contractor or consultant is to be associated with a larger project, identify 
that project. 

C. An explanation of why employee(s) cannot be used to address this issue. 

D. An indication of whether or not funds are budgeted to pay the contractor or consultant, 
and where funding is located. 

E. An estimate of the total cost of the services to be rendered. 

BC BSM-032032 
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F_ ·An identification of the deliverable or work product to be received_ 

G_ An estimate of the time to complete the project 

II. Selection: Prior to selecting a consultant or contractor. the initiator of the request will 
conduct the required due diligence to ensure the contractor or consultant selected is appropriate 
for the job and represents the best value for the investment Required due diligence will consist 
of the following when the .services to be rendered exceed $50,000 per project 

01/28/2005 

A_ Competitive bids: 
1 _ A competitive bid process will be undertaken unless there are justifiable reasons for 

not conducting the bid_ Reasons for not conducting a competitive bid should 
be documented in writing and provided to Purchasing_ 

• 2. Bids can be oral or written_ However, written bids should be obtained when the 
services to be received exceed $150.000 or when bids and services between 
vendors are not easily and obviously comparable. Copies of the competitve bids 
must be forwarded, and kept on file in the Purchasing department 

3. Written documentation should be provided in situations where the low-cost vendor 
is not selected and sent to Purchasing. 

4. It is reasonable to expect that competitive bids are sometimes not necessary. 
These situations may include but are not limited to occasions where: 

a. A corporate contract is in place, 
b. The vendor is providing services which are an extension of work previously 

completed by the vendor, or 
c. In cases where the vendor provides services for which the initiator of the 

request is confident no comparable vendor is available. 

B. Vendor references: 
1. References from the contractor or consultant will be requested and checked if there 

is no knowledge of the vendor's work history at Blue Cross. 
2. Justifiable reasons for not obtaining and checking references will be documented. 

C. Vendor financial viability: A review of a prospective contractor or consultant's ongoing 
financial viability will be conducted when any of the following four conditions are 
present: 
1. The project is of a nature that substitute vendors could not complete the project at 

a reasonable cost should the vendor under consideration become unable to finish 
the project. 

2. The vendor is an integral part of a project that extends more than one month. the 
vendor will be receiving payments in excess of $150.000 and the vendor 
requires progress payments (i.e. the vendor is paid on work performed. not on the 
basis of a completed project). '· 

3_ The nature of the service or project. when completed, requires the vendor to 
provide ongoing services to Blue Cross that could not be provided by alternative 
vendors. 

4. The vendor is providing a service that results in the production of ·an asset or 
intellectual property to be owned by Blue Cross. 

Corporate Finance will conduct a review of a vendor's financial viability when 
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any of the above conditions are met and the payments to the vendor are expected to 
exceed $250,000. The initiator will document the reasons a review of the financial 
viability of the vendor is not conducted when the above conditions are met. 

If the initiator does not have the skills to evaluate the prospective vendor's 
financial viability, the division controller or a financial analyst in corporate 
financial planning will conduct the review. 

D. Requests for proposals: 
1. Blue Cross will conduct formal requests for proposals (RFPs) when payments to 

a contractor or consultant are expected to exceed $1,000,000 over the life of any 
project. Request for proposals will be required when a contractor or consultant 
used in one stage of a project will be considered for a subsequent stage and total 
payments to the contractor or consultant after subsequent stages are completed are 
expected to exceed $1,000,000. Using the same vendor based on project 
knowledge and consistent workflow will not eliminate the need to conduct an RFP 
when total payments to a vendor in multiple stages will exceed $1,000,000 . . 

2. Blue Cross will conduct RFPs at least once every five years for other contractor 
or consultant services that are provided annually, are typically provided by the 
same vendor from year to year, irrespective of whether a long-term contract is in 
place, and exceed $1,000,000 in payments over five years or less. 

3. RFPs will be coordinated by the Purchasing department. 
4. RFPs are not required for contractors or consultants that serve a staff 

augmentation or temporary help function. 

E. Independent contractors: Blue Cross employees will consider the following when 
selecting all independent contractors or independent consultants, including those whose 
fees are not expected to exceed $50,000: 

1. Blue Cross will comply with IRS guidelines with respect to the use of independent 
contractors. Employees will obtain approval from Human Resources prior to 
entering into an agreement with an independent contractor or consultant to ensure 
compliance. 

2. In order to ensure an ethical environment, independent contractors or consultants 
will not be engaged by·or placed into a position reporting directly or indirectly to a 
relative or spouse. Under no circumstances will a relative or spouse of an officer, 
Human Resource employee or Payroll employee be hired as an independent 
contractor or consultant. 

3. Former employees will not be engaged as an independent contractor or consultant 
until 90 days after termination of employment. · 

4 . When former employees, officers or Board members are being hired and the total 
fees are expected to exceed $100,000 in the aggregate, prior approval is required 
in addition to the authorization required under Associated Procedure B. Former 
employees require the additional approval of the Chief Compliance Officer. Former 
officers or Board members require the additional approval of the Board. 

5. Independent contractor or consultant assignments are limited to six months. 
Independent contractor or consultant assignments extending beyond six months 
will require a written justification for the extension. 

Ill. Contracts and Agreements: An initiator of a request to use a contractor or consultant will 
ensure that the contractor or consultant agrees in writing to the terms and . conditions of the work • 

01i28/2005 

BC BSM-032034 

3 



to be performed prior to the commencement of any work. 

A . Contractors a_nd consultants will be required to sign 1) a standard Blue Cross Consullan 
Agreement, 2) a standard Master Technology Services ,l\greement for 
technology-related services or products, or 3) a substantially similar agreement which 
defines all terms and conditions_ of the product or services to be provided and identifies 
the Blue Cross requirements under which the contractor or consultant will be allowed 
fo conduct business at Blue Cross. 

B. If a Blue Cross consultant agreement is not used, any substitute document must 
·address the same or similar terms and conditions as contained in the Blue Cross 
consultant agreement. 

C. Potential conflicts of interest must be addressed in the contract or supporting 
documents as described in our associated procedures. 

D. Certain contracts must be submitted to the Legal department for review prior to 
signature. These contracts include, but are not limited to, contracts which involve the 
release of protected health information; contracts for services which result in the 
production of a deliverable for which Blue Cross or an affiliate requires ownership or 
license rights; contracts obligating Blue Cross or an affiliate to indemnification, 
warranty, non-competition or non-solicitation provisions when the provisions deviate 
from pre-approved language; and other contracts as determined by the Legal 
dep~rtment. 

E. Prior to commencement of work, the vendor must provide proof of insurance coverage 
as defined in the procedures. The Blue Cross Purchasing department can assist 
vendors in obtaining coverage. 

F. Contractors/consultants who will have access to any of Blue Cross' business systems, 
protected health information (PHI), or proprietary information must comply with 
requirements for conducting criminal background checks (see attached link below), or 
represent that persons assigned to work for Blue Cross are not currently charged with, 
pied quility to, or been convicted of a felony before they perform any work for Blue 
Cross. All exceptions to this policy require prior approval from the vice-president 
initiating the contract, the corporate compliance officer and a law department attorney. 

G. Separate contracts are not required for vendors filling temporary positions placed . 
through Blue Cross· on-site temporary help agent for which a master service agreement 
is in place. 

Approval of the highest-ranking vice president will be required in the event 
circumstances prevent a written contract from being signed prior to work 
commencement. All reasonable efforts will be taken to obtain a signed (?Ontract when 
a contractor or consultant is needed in emergency situations. 

IV. Payment: A contractor or consultant will not be paid until a signed written contract is in place 
and the services that have been received have been accepted. • 

V. Prepayments or Advance Payments: Blue Cross provides payments to vendors as work is 
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performed or projects are completed_ Occasionally a vendor will request payments prior to 
starting or completing work due to upfront working capital needs associated with the project. If 
the initiator of a request determines that prepayments or advances are directly associated with 
the ability to start or complete the Blue Cross project, the following will be required before the 
prepayment or advance can be made: 

f-- Written documentation indicating the reason(s) for the prepayment or advance_ 

B. Prepayments or advances of $0-$50,000 require signature of a 
vice-president. 

C. Prepayments or advances exceeding $50,000 require the signature of the chief 
financial officer. 

Prepayments or advances not related to the project are not permitted. 

VL Retainers: Compensation paid to a consultant or contractor in advance of services being 
rendered and to ensure the availability of the contractor or consultant when services are needed 
are considered retainers. 

A. Retainers will be provided to vendors infrequently and only when appropriate financial 
or other business justification for the retainer is provided with the request. 

B. Use of retainers will be limited to the Legal and Legislative Affairs departments. In the 
event a retainer is required for any other department, the signature of the chief 
financial officer will be required. 

C. The vice-president most closely associated with the retainer will conduct, or have 
conducted, an assessment of the value of the retainer at the end of each period 
covered by the retainer and will use this assessment to determine if renewal of the 
retainer is appropriate. The assessment will accompany the request for a purchase 
order upon renewal. 

VII. Access to Buildings, Systems and Confidential Information: 

01/28/2005 

A. Contractors and consultants will not be given unaccompanied access to Blue Cross 
buildings until the following requirements have been met. 
1. a written contract is signed or appropriate vice president approval is obtained, 
2. a purchase order is established, and 
3. a vendor confidentiality statement is signed or prior approval of the privacy officer, 

or their designee, is obtained. 

B. Contractors and consultants will not be given access to Blue Cross systems and 
confidential information until the following requirements have been met. 
1. a written contract is signed or appropriate vice president approval is obtained, 
2. the Security Acknowledgment form is signed, and • 
3. a vendor confidentiality statement is signed or prior approval of the privacy officer, 

or their designee, is obtained. 
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VIIL Monitoring Performance: The initiator of a request for contractor or consultant services, 
or their desigriee, will be responsible for ensuring services or products are received prior to 
making payment and that such services or products meet expected quality standards. The 
performance of the contractor or consultant will be closely monitored as services are delivered. 
This shall include the following activities: 

A. Review deliverables on a periodic basis to ensur~ that the contractor or consultant is 
• providing what has been agreed to in the contract. 

B. Demand complete and accurate invoices and bills from the contractor or consultant. 

C. If the contractor or consultant is paid on an hourly basis, he or ·she may be required to 
enter the time into Blue Cross' online time-reporting system. The employee 
responsible for monitoring this vendor shall review and approve the time entered on a 
timely basis. 

D. If the vendor is not monitored through Blue Cross' online time-reporting system, the 
initiator will ensure that invoices include a complete itemization and description of the 
work performed, identification of who conducted the work, the date the work was 
completed and an identification of the project worked ori and applicable purchase 
order number. 

E. If the invoice represents a progress payment, the invoice will · identify the work 
completed to date for which the vendor is requesting payment. 

F. The initiator of a request to use a contractor or consultant will ensure that all travel, 
lodging and meal expenses of the vendor will be reimbursed in accordance with Blue 
Cross' Vendor Expense Reimbursement Policy. (See link below). 

IX. Documentation and Filing: Contracts and other documents supporting thejustification for 
the contractor or consultant should be supplied with the purchase order requisition and kept on 
file in the Purchasing department. 

X. . Government Programs: Blue Cross will comply with applicable state and federal 
requirements when selecting and using contractors and consultants whose services significantly 

• relate to Blue Cross' government programs members. Blue Cross' government program 
members include enrollees in the Prepaid Medical Assistance Program, MinnesotaCare Program, 
Medicare Programs, Minnesota Comprehensive Health Association and the Federal Employee 
Program (FEP). 
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A. Blue Cross will comply with applicable provisions of the Federal Acquisition Regulation 
(FAR) and the Federal Employee Health Benefits Acquisition Regulation (FEHBAR) 
relating to FEP subcontracts. The FEP subcontracting provisions require, among other 
things, that all subcontract arrangements iequire advance approval when the 
cumulative subcontract costs charged to FEP exceed $100,000 and represent 25 
percent or more of the total subcontract. The FEP subcontracting provisions may 
also require that flow-down clauses t;>e included in certain subcontracts. 

B. Blue Cross will not off er vendor agreements to persons or entities who are debarred, 
suspended, or otherwise excluded from participating in a government program or from 
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participating in· procurement activities under the Federal Acquisition Regulation_ 
Associated Procedures : 

A.. Procedures: Initiators of a request to use a contractor or consultant will follow the 
appropriate Accounting and Purchasing department procedures for selecting, monitoring and 
compensating the vendor. 

B. Approvals and Authorizations: Requests for vendor services will require the following 
approvals: 

Definitions : 

$0 - $1,000 
$1,001 - $5,000 
$5,001 - $49,999 
$50,000 - $149,999 
$150,000 and above 

Manager 
Director 

Vice president 
Two vice presidents 
Vice president and CFO 

Contractor or Consultant: A vendor providing time and effort toward the completion of a 
predefined task or project and who will be compensated on an hourly basis or upon completion of 
a project The term "vendor" will occasionally be used as a replacement for "contractor" or 
"consult~nt" throughout this document 

Due Diligence: The effort taken to identify and mitigate (to the extent possible) any risk that the 
vendor will not perform to the level expected by the initiator. 

Independent Contractor ·or Consultant: A contractor or consultant who contracts directly with 
Blue Cross and is not incorporated themselves, nor employed through a third party. 

Initiator: The person requesting the vendor services who is primarily responsible for overseeing 
the completion of the vendor's work. 

Proprietary Information: Information which is not generally disclosed and which is useful or 
helpful to the company or which would be useful or helpful to competitors. Proprietary 
information inc_ludes, but is not limited to, financial, marketing, and wage and salary information: 
product development strategies and plans to expand and improve products; organizational and 
management changes, trade secret information, and other non-public corporate information 
relating to our business_ 

Preferred Vendor List A list_ of acceptable contractors or consultants maintained by the Blue 
. Cross Purchasing department. • 

Protected Health Information: Includes: 
• Information related to an individual's past, present, or future physical or mental health or 

condition, or the past, present, or future payment for the provision of health care to an 
individuaL 

• Information created or received by a: 
Health care provider • 
Health plan 
Public health authority 
Employer 

Life Insurer 
School or university 
Health care clearinghouse 

• Information including demographic information that either identifies the individual or provides a . 
reasonable basis to believe that it could be used to identify the individual. 

• Information transmitted or maintained in any form or medium - including orally or on paper_ 
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Relative: The term "relative" is used to reference the employee's immediate relatives such as 
parents, grandparents. chiidren or grandchildren. 

Retainer: Compensation paid to a vendor in advance of services being rendered to ensure the 
availability of the vendor when services are needed. Amounts paid as retainers are applied 
against amounts owed as services are rendered. 

RFP: Request for proposal. A thorough and comprehensive means of providing potential 
vendors with a consistent explanation of a required set of services, and requesting an extensive 
proposal. Generally used to purchase services more than $1,000,000. 

Staff Augmentation: Using a vendor on a temporary basis to' accomplish a set of duties. 

Temporary Help: Using a vendor as a temporary employee. 

Vendor: Company or individual offering services or products for sale. 
Links & References : 

Consultant/Contractorff emp. Workers Confidentiality Form 81 

Non-Employee Labor Services Requisition Form~ 

Blue Cross Consultant Agreement Template [fil 

Business Expense Reimbursement Policy/Form for Contractors/Consultants[] 

Security Acknowledgement Form 13 

Requirements for Conducting Criminal Background Checks of Contractors and Consultants Ll] 
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Objective & Scope 

Use of Contractors and Consultants Policy 
Blue Cross Blue Shield of Minnesota 

Audit as oU)ecember 2, 2002 
IA96-1202 

The objective of this audit was to review contracts · entered into July 15, 2002, and 
thereafter to ensure compliance with the Corporate Policy: Use of Contractors and 
Consultants Policy that became effective July 15, 2002. 

Summary of Findings 

In the course of this review, the findings listed below were noted. These findings and our 
recommendations for improvement were discussed with Tim Schultz, Vice President of 
Finance; Marv Heck, Director of Cost Accounting/Procurement/Accounts Payable; and, 
Kevin Fossum, Manager of Purchasing:, who responded as indicated. • 

Training for Corporate Policy: Use of Contractors and Consultants Policy, effective 
July 15, 2002, was not performed for business units that use contractors and 
consultants. 

Response: The first phase of the trammg was started in August with a 
_presentation to the controllers group~ This was a follow up to the 
policy introduction meeting with the controller group in June. The 
controllers are going to help carry out the policy to the business 
units. Those requisitioners who are not following the policy will be 
contacted and reminded of the policy. Repeat offenders will be 
reported to Corporate Compliance. 

Training sessions wil1 be held in the auditorium of each building 
for all those involved with the acquisition of outside labor services. 
Starting January 16th

, a series of one-hour targeted training . 
meetings began with project managers. Face to face meetings with 
the business units, starting with the high volume areas, began 
January 22nd

. Purchasing is responsible for ensuring these training 
• . sessions occur. 
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• Documentation required by the Guidelines section of the Corporate Policy: Use of 
Contractors and Consultants Policy, effective July 15~ 2002., is not always submitted_ 

Response: · The required documentation is not always received before the 
contractor starts his/her project_ Effective immediately, -Accounts 
Payable and Purchasing will hold all invoices until the required 
documentation is received. In addition, the requisition 
form/database will be modified to require aIJ the information 
needed for compliance with the policy_ The ongoing training will 

• address the necessary documentation requirements_ 

• Contracts for consultants/contractors are not always signed prior to work being 
performed by that consultant/contractor_ 

Response: Contractors are all_owed in the door and access to systems without 
having proper documentation in place; however, the signed 
paperwork is still required_ Purchasing and Accounts Payable will 
hold all invoices until the contracts and the other documentation is 
signed. The master service agreements (MSA) were sent to the 
appropriate vendors by 12/31/02. The vendors affected by this 

_ ~ction are the hourly staffaugmentation contractors_ As indicated 
in the previous response, the ongoing training will address the 
necessary documentation and procedural requirements. The 
workflow _ of the modified requisition wiJI notify Systems Security 
when requirements are met. Purchasing will notify Systems 
Security by email until the new system is· in place_ 

• Contracts for consultants/contractors are not always signed prior to payment being 
made to the vendor_ 

Response: The master service · agreements_ (MSA) were sent out to the staff 
augmentation vendors by 12/3 I /02~ The reason why these vendors 
ha~ been paid prior to signing a contract was _ due to an is·sue raised 
by Human Resources with regard to background verification for 
contractors. _ However, it has been that determined that these issues 
wiJI be handled as ·an amendment to the agre.ement if necessary_ 
The ongoing training will address the necessary documentation and 
procedural requirements. 
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• A contract prepared by a vendor was signed by BCBSM and did not address the same 
or similar terms and conditions as contained in the Blue Cross consultant agreement 
as required by policy_ 

Response: These contracts should be reviewed by legaL Templates were 
created to eliminate the need for legal review in every case_ In 
most cases these vendor agreements are already signed when 
Purchasing receives them_ The requesting manager will need to be 
trained on working with the legal department to get proper vendor 
contracts_ The ongoing training will address the necessary 
doc_umentation and procedural requirements with regard to contract 

. templates, and vendor contracts_ 

• Confidentiality Agreements are not always received from vendors prior to allowing 
unaccompanied access to Blue Cross buildings_ 

Response: This issue requires the assistance of Physical Security_ Purchasing 
and Accounts Payable will hold all invoices until the proper 
paperwork is received_ Some vendors will not s1gn this form_ In 
these situations written approval from legal is required. The 
ongoing training will address the necessary documentation and 
procedural requirements_ 

Foradditional information on these findings and recommendations, please contact Russ 
Jubert at extension 2-7472 or Catherine Ankrum at extension 2-0170. 
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These findings and recommendations are presented as a means to shengthen the inteoal 
control structure_ 

Audited by: 

~~u..,~ Q,,iuL,UJ_.,,v, 

Catherine Ankrum, Internal Auditor 

Discussed with: 

~~ J ------- • 
Tim Schultz, VicePresident 

M st Accounting/ 
ment/ Accounts Payable 

Kevin Fossum, Manager of Purchasing 

Distribution: 

Date: 

Date: 

Tim Peterson, Vice President & Chief Financial Officer 
Russ Jubert> Director of Internal Audit 
Tim Schultz, Vice President of Finance 

-Marv Heck, Director of Cost Accounting/Procurement/ Accounts Payable 
.Kevin F ossuin, Manager of Purchasing 

Page 3 _ .,_____ _ _./ 
scssM- o21339 



Use of Contractors and Consultants Policy 
Blue Cross Blue Shield of Minnesota 

December 2, 2002 • 

Policy Training 

Condition: Training for the Corporate Policy: Use of Contractors and 
Consultants Policy, effective July 15, 2002, has not been 
perform~d for business units that use contractors and consultants:­
as indicated in an e-mail sent from Tim Schultz, dated July 15, 
2002. 

Effect: Those responsible for entering into contracts with contractors and 
consultants are· not fully infonned of the policy requirements. 
Therefore, their process for entering into contracts may not be jn 
compliance . with the policy and may expose the Company to 
additional risks_ 

Criteria: Policies · should be communicated fully and training should be 
performed,· as needed. 

Cause: The planned train.ing for this policy has not yet occurred. 

Recommendation: We recormnend that training for the Corporate Policy: Use of 
Contractors and Consultants is perf orrned with the appropriate 
individuals. 

Response: The first phase of the trammg was started in August with a 
presentation to the controllers . group. This was a follow up to the 
policy. introduction meeting with the controller group in June. The 
controllers are going to help carry out the policy to the business. 
units. Those requisitioners who are not following the policy will be 
contacted and reminded of the policy. Repeat offenders will be 
reported to Corporate Compliance. 

Training ses·sions will be held in the auditorium of each building 
for all those involved with the acquisition of outside labor services. 
Starting January I 61

h, a series of one-hour targeted train1ng 
meetings began with project managers. Face to face meetings with 
the business units, starting with the high volume areas~ began 
January 22nd

. Purchasing is responsible for ensuring these training 
sess10ns occur. 
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Condition: 

Effect: 

Criteria: 

Use of Contractors and Consultants Policy 
Blue Cross Blue Shield of Minnesota 

December 2, 2002 

Documentation Requirements 

Documentation required by Corporate Policy: Use of Contract~ffs 
and Consultants Policy, effective July 15, 2002, is not always 
submitted_ • 

Out of 16 contractor/consultant files reviewed, which were 
initiated after July 15, 2002: 
• 10 did not have the Business Justification documented m 

writing 
• 2 ·did not have competitive bids performed, as required 
• 2 did not have a review of Vendor Financial Viability 

performed, as required 
• I did not have a Request for Proposal performed, as required 

Therefore, in these situations, the Company is out of compliance 
with Corporate Policy_ 

Corporate Policy: Use of Contractors and Consultants, effective 
July 15, 2002, requires various documentation be submitted prior 
to entering into a contract such as: 
• Business Justification, in writing, addressing specific concerns 

noted within the policy 
. • Competitive . Bids, in writing, when services to be received 

exceed $150,000 
. . 

• Review of Vendor Financial Viability, when an integral part of 
the project extends more than one month, the vendor wiff be 
receiving payments in excess of $150,000, and the vendor 
requires progress payme_nts 

• F orinal Request for Proposals, when payme.nts to the contractor 
or consultant are expected to exceed $1,000,000 over the life of 
any project 

Cause: The planned training for this policy has not yet occurred and, • 
therefore, individuals are unsure of where exactly the policy is 
located and what documentation is require~-

Recommendation: We recommend that training for Corporate Policy: Use of 
Contractors and Consultants is performed with · the appropriate 
individuals_ 
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Response: 

Use of Contractors and Consultants Policy 
Blue Cross Blue Shield of Minnesota 

December 2, 2002 

Documentation Requirem~nts ( continued) 

The required documentation is not always received before the 
contractor starts his/her project. Effective immediately, Accounts 
Payable and Purchasing will hold all invoices until the required 
documentation is received. In addi.tion, the requisition 
form/database will be · modified to require aIJ the information 
needed for compliance with the policy. The ongoing training will 
address the necessary documentation requirements. • 

Page 7 
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Use of Contractors and Consultants Policy 
Blue Cross Blue Shield of Minnesota 

December 2, 2002 

Signed Contracts on File 

Condition: Contracts for consultants/contractors are not always signed prior to 
work being performed by that consultant/contractor_ 

Effect: One consultant performed and completed services in July 2002 and 
the contract and Confidentiality Statement for this consultant V(as 
not signed until October 2002. Therefore, in this situation, the 
Company is out of compliance with Corporate Policy. 

Criteria: Corporate Policy: Use of -Contractors and Consultants, effective 
July 15, 2002, Section III. Contracts and Agreements, states LAn 

initiator of a· request to use a contractor or consultant will ensure 
that the contractor or consultant agrees in writing to the terms and 
conditions of the work to be performed prior to the commencement 
of any work., 

Cause: • A signed contract was not on file prior to services· being performed 
by the consultant. 

Recommendation: We recommend that signed contracts be required to be on file prior 
to_ the commencement of any work being performed by a 
contractor/c~nsultant as per .Corporate Policy: Use of Contractors 
and Consultants; or, amend this policy to reflect current business 
practice. 

Response: Contractors are allowed in · the door and access to systems without 
• having proper documentation . in place; however, the signed 

paperwork is still required. Purchasing and Accounts Payable will_ 
hold all invoices until the contracts and the other documentation is 
signed. The maste~ seiyice agreements (MSA) were sent to the 
appropriate vendors by 12/31 /02. The vendors affected by -this 
action ·are the hourly staff augmentation contractors. As indicated 
in the previous response, the ongoing training will address the 
necessary documentation and procedural requirements. The· 
workpow of the modified requisition will notify Systems Security 
when requirements are met. Purchasing will notify Systems 
Security by email until the new system is in place. 
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Condition: 

Effect: 

Criteria: 

Cause: 

Use ofC~mtractors and Consultants Policy 
Blue Cross Blue Shield of Minnesota 

December 2, 2002 

Vendor Payment 

Contracts for consultants/contractors are not always signed prior to 
payment being made to the vendor. 

Two vendors received payment from BCBSM prior to .having a 
signed written contract iri place_ Therefore, in these situations, the 
Company is out of compliance with Corporate Policy_ 

Corporate Policy: Use_ of Contractors and Consultants, effective 
July 15, 2002, Section IV Payment, states 'A contractor or 
consultant will not be paid until a signed written_ contract is in 
plate and the services that have been received have been 
accepted_' 

For both of these situations, there was an understan(j.ing that a new 
contract format was being developed -and-these two vendors would 
sign the new contract -once it was finalized_ 

Recommendation: We recommend that signed contracts be required to be o_n file prior 
to payment being made . as -per Corporate Policy: Use of 
Contractors and Consultants; or, amend this policy to reflect 
current busine~s practice_ 

Response: The master service agreements (MSA) were sent out to the staff 
augmentation vendors by 12/31/02_ The reason why these vendors 
had been paid prior to signing a contract was due to an issue raised 
by Humap Resources with regard to background verification _for 
contractors_ However, it has been that determ.ined that these issues 
will be handled as an amendment to the agreement if necessary. 
The ongoing training will address the necessary dpcumentation and 
procedural requirements. 
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Condition: 

Effect: 

Us~ of Contractors and Consultants Policy 
Blue Cross Blue Shield of Minnesota 

December 2, 2002 

Vendor Contract 

A contract prepared by a vendor was signed by BCBSM and did 
not address the same or similar terms and conditions as contained 
in the Blue Cross consultant agreement_ 

The contract prepared by the vendor did not contain the following 
items, which are contained in the Blue Cross consultant agreement: 

• Conflict Resolution Statement 
• Identification of the specific individual(s) who would 

be performing the project 
• Requirement of a signed Confidentiality Agreement 
• Specific Invoicing requirements 

Therefore, in this situation, the Company is out of compliance with 
Corporate Policy. 

Criteria: The Corporate Policy: Use of Contractors and . Consultants, 
effective July 15, 2002, Section lIL Contracts and Agreements, 
subsection A. directs that Contractors and consultants are required . 
to sign a . standard Blue Crnss Consultant Agreement or a 
substantially similar agreement or a Master Technology Services 
Agreement for technology-related services or products. Subsection 
B., states 4 If a Blue Cross cons~ltant agreement. is not used, ~y 
substitute document must address the same or similar terms and 
conditions as contained in the Blue Cross consultant agreement.' 

Cause: The planned training for this policy has not yet occurred and, 
therefore, all individuals have not • been made aware of the 
requirements within the policy. 

· Recommendation: We recommend if contracts are prepared by the vendor, the 
initiator of the request should ensure the contract addresses the • 
same or similar terms . and conditions as contained in the Blue 
Cross consultant agreement. In addition, BCBSM Legal should 
review the contract prior to signing if appropriate: Otherwise, the 
policy should be revised to reflect current practice. • 
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Response: . 

use of Contractors and Consultants Policy . 
Blue Cross Blue Shield of Minnesota 

December 2, 2002 

Vendor Contract {continued) 

These contracts . should be reviewed by IegaL Templates were 
created to eliminate the need for legal review iri every case. In 
most cases these vendor agreements are already signed when 
Purchasing receives them. The requesting manager will need to be 
trained on working with the legal department to get proper vendor 
contracts. The ongoing training will address the necessary 
documentation and procedural requirements with regard to contract 
templates, and vendor contracts. 
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Condition: 

Effect: 

Criteria: 

Cause: 

Use of Contractors and Consultants Policy 
Blue Cross Blue Shield of Minnesota 

December 2, 2002 

Vendor Confidentiality Agreement • 

Confidentiality Agreements are not always received from vendors 
prior to allowing access to Blue Cross buildings_ 

Two out of 16 contractor/consultant files reviewed, which were 
initiated after July 15, 2002, did not have Confidentiality 
Agreements _ on file for ·all vendor employees prior to providing 
them unaccompanied access to Blue Cross buildings_ Therefore, in 
these situations, the Company is out of compl_iance with Corporate 
Policy. 

The Corporate Policy= Use of Contractors and Consultants,_ 
effective July 15, 2002, Section VII. Access to Buildings, Systems, 
and Confidential lnfonnation, states 'Contractors and consultants 
will not be given unaccompanied access · to Blue Cross buildings 
until a written contract is signed or appropriate vice president 

• approval is obtained, a purchase order is establish~d and a Vendor 
Confidentiality Statement is signed. ' 

The planned training for this policy has not _yet occurred and, 
therefore, all individuals have not been made aware o( the 

• requirements within the policy. 

Recommendation: We recommend that signed Vendor Confidentiality Agreements be 
required to be on file prior to allowing unaccompanied acc_ess to 
Blue Cross buildings, as per Corporate Policy: Use of Contractors 
and Consultants; or, amend this policy to ·reflect current _business 
practice. 

Response: This issue requires the assistance of Physical Security. Purchasing 
and Accounts Payable will hold all invoices until the _ proper 
paperwork is received. Some vendors will not sign this · form. In 
these situations written approval from legal is required. The 
ongoing training will address the necessary documentation and 
procedural requirements. 
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_Appendix 

Use of Contractors and Consultants Policy 
Blue Cross Blue Shield of Minnesota 

December 2, 2002 

Contract files reviewed with issues identified: 

American Security Corporation - $204,000 
• No Business Justification documented 
• Confidentiality Agreements were not on file for all vendor employees 

Creative Benefit Consultants - $1,280.000 
• No Business Just_ification documented 
• No Competitive Bids were received 
• No Evidence of Financial Viability was obtained 
• No Requests for Proposals was perf orrned 

Growth Solutions LLC - $4.662_69 
• No Business Justification documented 
• Received signed Contract and Confidentiality Agreement dated 10/21 /02 after the 

work was completed on 7 /24/02 

) JVH Communications LLC - $ 10_000 • 
• No Business Justification documented 

Kotten Associates LLC - $30,000 
• No Business Justification documented 

Rodi ch Consulting- Services. LLC - $1 89 .540 
• . No Business Justification dqcumented 
• No Competitive Bids were received 
• No Evidence of Financial Viability obtained 

Solonis - $?4,000 
• No Business Justification documented 

Stone Murphy Inc - $43.000 . 
• Contract signed is not consistent with BCBSM Consultant Agreement 
• No Business Justification documented 

Tech-Pro - $36,000 
• No signed Master Technology Services Agreement or Contract on file prior to 

payment being made to the vendor_ 
• No Business Justification documented 
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Appendix ( continued) 

Upnorth Consulting Inc - $18,000 

Use of Contractors and Consultants Policy 
Blue Cross Blue Shield of Minnesota 

December 2, 2002 

• No signed Master Technology Services Agreement or Contract on file prior to 
payment being made to the vendor_ 

• No Business Justification documented 
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BlueCross BlueShield of 
Minnesota Internal Audit 

-contractor/Consultant Audit 

January 28, 2004 
BlueCross and __ BlueShield of Minnesota 

This report is provided pursuant to the terms of our internal audit .services engagement. The use of the report is 
solely for internal purposes by the managemenr and Board of Oirecrors of Blue Cross and Blue Shield of Minnesoca 
and. pursuant to terms of the engagement. it should nor be used by or distributed to others_ 
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Background 

Contractor/Consu)tan t Audit 
BJueCross and BlueShie)d of Minnesota 

Field Work Start Date: December 8, 2003 
Field Work End Date: December 19, 2003 

Report Number IA127--0104 

BlueCross and BlueShield of Minnesota (BCBSM or the Company) implemented po1icy FIN 1-02 (Use 
of Contractor and Consultants) on July I 5, 2002 and issued a revision to this policy on October 6, 2003. 
This policy requires that use of outside consultants and contractors is based on justifiable business reasons 
and is closely monitored to ensure that expected value is received from the services provided. BCBSM 
Internal Audit initially tested compliance with this policy in .·a"! Audit Report (IA96- l 202) issued on 

• December 2, 2002. • 

Objective and Scope 

The objective of this audit was to determine if the Corporate Policy regarding the "Use of Contractors and 
Consultants" is being folJowed at BCBSM. 

The scope of the audit included reviewing contractor/consultant contracts and contractor/consultant 
invoices for the period beginning March 1, 2003 through October 31, 2003. Our samples included: 

• A review of 27 judgmentally selected Contractor/Consultant contracts to verify that the c·ontracts: 
► Were appropriately approved and executed 
► Included the required contract terms or were approved by the legal department 
► Were adeq~ately supported by required documentation· (e.g~ Confidentiality Agreement, Business 

Justification, etc.) 
► Included appropriately approved amendments 

• A review of 110 judgmentally selected Contractor/Consultant invoices (from the contract sample 
reviewed above) to ensure that: • 
► The nature of goods and services charged were in accordance with the contract 

·. ► . Business expenses appear valid and the invoices were properly approved • 
► Invoice amo_unts agreed to the terms or.amounts in the contracts • 
► Payments were within the contract period 
► Payments were to valid vendors 

These areas were evaluated based on reviews of contracts and invoices and discussions with key members 
ofBCBSM Purchasing. 

·summarv of Findings 

ln the course of this audit, we identified opportunities for strengthening the internal control structure. 
Details of . these issues and recommendations are included in this report. These issues and our 
recommendations for improvement were discussed with Tim Peterson, Senior Vice President and Chief 
Financial Officer; Tim Schultz., Vice President, Finance; Marv Heck, Director, Cost Accounting, 
Procurement and Accounts Payable; Kevin Fossum, Manager, Purchasing; and Phil Frosch, Manager, IS 
Finance. 
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Distribution: 
Tim Peterson, Senior Vice President and Chief Financial Officer 
Tim Schultz, Vice President, Finance 
Marv Heck, Director, Cost Accounting, Procurement and Accounts Payable 
Russ Jubert, Director, Internal Audit • 
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) 

Contractor/Consultant Audit 
BlueCross and BlueShield of Minnesota 

January 28, 2003 

Contractor/Consultant Contracts 

Evidence of Signed Contracts a~d .Approvals 

Condition: 

Criteria: 

Effect: 

Cause: 

Signed agreements for one contract and one contract amendment could not be 
located_ 
• One contract for professional writing services was amended, adding $40,000 

to the contract without either the contractor or BCBSM signing the 
amendment 

• One contract for a $30,000 physical security assessment was not signed by 
either the Consultant or by BCBSM_ 

Corporate Policy "Use of Contractors and Consultants" (FIN 1-02, page -3) 
requires that a contractor/consultant be required to sign: 
• a Blue Cross Consultant Agreement; 
• a substantially similar agreement (similar to the Consultant Agreement) 

defining all terms and conditions of the product or services to be provided 
and identifying the Blue Cross requirements under which the contractor or 
consultant wil1 be a11owed to conduct business at Blue Cross or; 

• a Master Technology Services Agreement for technology-related services or .. • 
products_ 

Additionally, page 5 of FIN 1-02 specifies that contractors and consultants will 
not be granted unaccompanied access to Blue Cross buildings or systems until a 
written contract is signed or appropriate Vice President approval is obtained_ 

Lack of evidence of proper signatures and approvals for contracts and contract 
amendments could result in legal issues in the event services are not provided by 
the contractor/consultant as expected. 

Proper signatur~ were either not obtained or signature pages were no.t properly 
retained or scanned • 
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Recommendation: 

Response: 

Contractor/Consultant Audit 
BiueCross and BlueShield of Minnesota 

January 28, 2003 

We recommend that Management obtain signed contracts and/or amendments 
and appropriate:approvals for contractors/consultants for the cases noted above_ 

The remainder of this · recommendation applies to many of the issues in this 
report and is referenced throughout the report. 

In addition, we recommend that Management perform a cost benefit analysis to 
determine if a review of all active contracts for appropriate documentation is 
warranted. At a minimwn, we recommend that: 
l) Management implement an on-going monitoring program to assess 

compliance with the "Use of Contractors and Consultants,, policy. 

2) The Purchasing Department implement processes to ensure that all 
documents imaged are complete and the most current versions available_ 

3) BCBSM Purchasing conduct additional training for all business units, 
including the • Purchasing Department, regarding the requirements for 
Corporate Policy "Use of Contractors and Consultants" (FIN 1-02). 

Based on discussions with BCBSM P~chasing, the new "Non-Employee Labor 
Services Database", which was implemented January 2, 2004, will provide more 
systemic controls over signatures, approvals, and document collection than 
currently exists. 

All signatures have been obtained on the two Contracts and amendments 
mentioned above. All employees who played a role in the non-compliant events 
have or will be contacted regarding their non-compliance_ 

A checklist monitoring system is now being used to ensure each contract has all 
the ·required terms and signatures. Contracts will remain in open status until all 
the documentation for compliance is complete_ The requisitioning department 
must provide the required documentation. These open files will be monitored 
with weekly follow up on open items. If, after two requests for documentation by 
Purchasing, the documentation is still not provided, the third r~quest will be 
forwarded on to the next level of management_ Invoices will not be processed 
for payment until the documentation is received_ The Senior Buyer will monitor 
these files_ 

Once the file is complete the documents wi11 be scanned into the system. The 
Senior Buyer will monitor the completion of the scanning process. 

Monitoring: Purchasing will perform a •qliar:terly audit, beginning in the second 
quarter 2004, to confirm compliance with the policy_ Areport of the audit wiJI be 
prepared and reviewed by the Manager of Purchasing. A copy of this report will 
be provided to the Director, Cost Accounting, Procurement and Accounts 
Payable and the Vice President of Finance, Controller. If the audit discovers 
items of non-compliance, then Purchasing will follow up with each employee 
whose actions caused the item. 
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Contractor/Consultant Audit 
BlueCross and BlueShield of Minnesota 

January 28, 2003 

Training: Purchasing will perform a training session for their Department to • 
ensure that all staff are fully aware of the Policy's terms. Training for 
Administrative Assistants & SAP Requisitioners will be scheduled in the 
Auditoriums at th~ Main Bldg., River Park, and Eagandale during the f' and 2nd 

quarters of 2004. This training will include a walk through of . the 
Contractor/Consultant Policy, the "Non-Employee Labor Services Database' and 
the Purchasing Department Database. The Senior Buyers will conduct on:e on one 
training sessions with those Directors and Managers who need iL 
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Contractor/Consultant Audit 
BlueCross and BlueShield of Minnesota 

January 28, 2003 

Master Service Agreements (MSA's) or Master Technology Service Agreements (MTSA's) 

Condition: 

. Criteria: 

Effect: 

Cause: 

Recommendation: 

Response: · 

The following items regarding MSAs or MTSAs were noted: 
• At the end of fieldwor~ MSAs for five of seventeen contracts requiring a 

MSA/MTSA could not be located_ 
• Subsequent ·to the end of fieldwork, three of the five missing MSAs were 

located (two internally and one was created and signed after fieidwork). 
• One of seventeen contracts with MSA.s or MTSAs contained revisions to 

required insurance coverage without documented approval from BCBSM 
Legal. 

• • One of seventeen contracts had a MSA that was not signed by the 
contractor/consultant_ 

MSAs and MTSAs are important legal documents, which specify terms and 
conditions for contractors/consultants and their employees. Corporate Policy 
"Use· of Contractors and Consultants" (FIN 1-02 page 6)_ requires that contracts 
and other documentation be supplied with the purchase order requisition and kept 
on file in the purchasing departmenL The initiator's division controller will also 
maintain a copy of all contracts_ 

Not having MSAs or MTSAs that are properly signed and approved (including 
changes to ·the terms or conditions of the MSAIMTSA) could create potential 
• legal problems related to the contract for BCBSM_ 

Failure by Purchasing and the divisional controllers to ensure that all contracts 
and related documents have been properly • collected and maintained 
appropriately. 

We recommend that BCBSM Purchasing _and all divisional controllers attempt to 
obtain missing MSAs or MTSAs for the cases noted above. For additional and 
related recommendations, ref er to the "Evidence of Signed Contracts and 
Approvals" issue on page 4,-

Subsequent to the conclusion of this audit Purchasing was able to obtain all 
require documentation. 

Purchasing will make sure that the required documentation is obtained from legal 
and others to ensure compliance with the Policy_ The Senior Buyer will monitor 
this activity. -

See first Response regarding on-going morutoring and training. 
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Contractor/Consultant Audit 
BlueCross and BlueShield of Minnesota 

January 28, 2003 

Contracts Missing Confidentiality Statements 

Condition: 

Criteria: · 

Effect: 

Cause: 

Recommendation: 

Response: 

Two of 27 contracts were m1ssmg Vendor Confidentiality • Statements. · 
Subsequent to the_ end of fieldwork, one ·of these missing statements was obtained 
from· the vendor. • 

Corporate-Policy "Use.of Contractors and Consultants" (FIN 1-02 page 5) states 
that "contractors · and consultants will not be given unaccompanied access to 
BCBSM buildings until a written contract is signed or appropriate vice president 
approval is obtained, a purchase order is established, and a Vendor 
Confidentiality Statement is signed". 

A]]owing contractors/consultants to perform work at BCBSM without having 
obtained a signed Vendor Confidentiality Statement could increase the 
Company's exposure in the event HIPPA or other proprietary information is 
disclosed by a contractor/consultant. 

Failure to ensure that all necessary documents were obtained and/or 
scanned/retained prior to allowing the contractor/consultant to begin work. 

We recommend that BCBSM attempt to obtain the one missing Vendor 
Confidentiality Statements from the contractor in our sample. For additional and 
related recommendations; refer to the "Evidence of Signed Contracts and 
Approvals" issue on page 4. 

The missing confidentiality form is for a contractor that is no longer working at 
BCBSM, and therefore we will be unable to obtain the document_. 

See earlier response regarding training and on-going monitoring. 
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• Contractor/Consultant Audit 
BiueCross and BlueShield of Minnesota 

January 28, 2003 

Contracts Missing Vendor Ref~rences 

Condition: 

Criteria: 

Effect: 

Cause: 

Recommendation: 

Response: 

Vendor references were not obtained for three 9f five .contracts that required 
these references, and reasons for not obtaining these references were not 
docwnented_ 

Corporate Policy "Use of Contractors and. Consultants'' (FIN · 1-02 page 2) 
requires that "references· from the contractor or constiltant will beTequested and 
checked if there is no knowledge of the vendor's work history at BCBSM_ 
Justifiable reasons for not obtaining and checking references will be 
docwnented"_ yv'hiJe a coritrac{ house vendor provided one of the three vendors 
noted, the policy does not indicate that references are not re.quired for these types 
of contractors_ 

Vendor references serve as a control over the selection of contractors and 
consultants by providing verification of contractor/consultant skill and 
competence_ Without these references or previous experience with a vendor, the 
vendors selected may not meet the needs of BCBSM_ 

Failure to ensure that all necessary steps were taken pnor to allowing the 
contractor/consultant to begin work 

We recommend that management review the. current poli.cy and the current 
practice related to vendor references, determine which 'is most appropriate, and 
change the policy or practice lo reflect management's assessmenL For additional 
and related recommendations, refer to the "Evidence of Signed Contracts and 
Approvals" issue on page 4_ 

Vendor references are to be supplied by the requisitioner along with the other 
required documentation_ With the use of a checklist procedure, Purchasing will 
make sure that this documentation is received, or the docwnented reasons for not 
conducting a .reference check 

See earlier response 
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Contractor/Consultant Audit 
BlueCross and BlueShield of Minnesota 

January 28, 2003 

Contracts Missing Proof oflnsurance 

Condition: 

Criteria: 

Effect: 

Cause: 

Recommendation: 

At the end of fieldwork, proof of insurance or adequate insurance coverage per 
the terms specified in the Master Service Agreement (MSA) or M~ter 
Technology Service Agreement (MTSA) was missing for twenty_:six of twenty­
seven contracts_ Subsequent to the end of fieldwork, seven insurance certificates 
were received from vendors, and two more were located internally (nine total)_ 
Seven of these nine insurance certificates lacked the required coverage per the 
MSNMTSA_ • 

Corporate Policy "Use of Contractors and Consultants" (FIN 1-02 page 4) 
requires that "the _ contract initiator will request proof of insurance coverage by 
the vendor_" Contracts with Master Service Agreements (MSA's) or Master 
Technology Service Agreements (MTSA' s) specify various types and amounts of 
coverage including: 
• Workers Compensation Insurance 
• Employers Liability Insurance with not less than $1 million each accident, $ 1 

million disease~ and $1 million each employee 
• Commercial General Liability Insurance with not less than $5 mi1lion general 

aggregate and $ I million each occurrence 
• Automobile Liability Insurance with not less than $1 million combined 

single limit • 
• Fidelity and Electronic Crime Insurance with limits not less than $2 mimon 

each occurrence and not less than $5 million aggregate (required if Vendor 
furnishes employees or permitted subcontractors that will perform 
programming services for BCBSM) 

Policies requiring insurance are put in place to protect BCBSM from liability 
associated with • a contractor/consultant or their employees_ Insurance 
requirements also provide BCBSM with financial remedies in the everit that the _ 
work performedJ by a contractor/consultant was faulty, led to systems 
malfunctions, or exposed BCBSM to legal/regulatory violations_ 

Failure to ensure that all necessary documents were obtained prior to allowing 
the contractor/consultant to begin work_ 

We recommend that BCBSM attempt to obtain the required insurance certificates 
from all contractors/consultants with active contracts_ In addition, we 
recommend that management review with the law department and review current 
Company insurance coverage to determine whether requirements in the MSA 's 
and MTSA's are appropriate_ Once this determination is · made, we also 
recommend that management determine whether it is reasonable to standardize 
the wording between FfN 1-02 page 4, which only requires "proof of insurance" 
and the more specific requirements contained in the MSA's .and MTSA's_ For 
additional and related recommendations, refer . to the "Evidence of Signed 
Contracts and Approvals" issue on page 4 _ 
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Response: 

Contractor/Consultant Audit 
BlueCross and BlueShield of Minnesota 

January 28, 2003 

Purchasing . will obtain the insurance certificates from all active 
Contractors/Consultants. These certificates will be scanned and included with . 
the MSA, MTSA or other contract. 

Purchasing, Treasury and Legal will review our current company policy 
regarding required insurance coverage to determine if modifications are 
appropriate by the end of the second quarter. 

BCBSM's risk is also mitigated by the fact that BCBSM has insurance coverage 
to cover :its risk of liability in the event a contractor or consultant's coverage 
turns out to be inadequate. 
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Contractor/Consultant Audit 
BlueCross and BlueShield of Minnesota 

January 28, 2003 

Contractor and Consultant Invoices 

Adequate Documentation of Work Performed 

Condition: 

Cri"teria: 

Effect: 

Cause: 

Recommendation: 

Response: 

Four ·of 110 contractor/consultant invoices did not adequately state the work 
perfonned and/or hours·worked. All four of these invoices related to contractors 
and consultants who did · not report their time through the BCBSM time reporting 
system· (TROL). • • 

Corporate Policy "Use of Contractors/Consultants" (FIN 1-02 page 5) specifies if 
the vendor does not enter time into TROL, the iniiator will ensure that all vendor 
invoices include complete itemization and description of the work performed, 
identification of who perf orrned the work, the date the work was completed and 
.identification of the project worked ori and applicable purchase order number. 

Accepting and paying contractor and consultant invoices with vague or non­
existent explanations of the work performed could _ lead to inappropriate 
disbursement of funds and potential regulatory scrutiny of expenses. 

The BCBSM contract initiators have not required more information from those 
contractors and consultants who are submitting invoices with little, if any, 
explanation of work performed or other required detail. 

We recommend ·-that BCBSM Purchasing conduct additional . trammg for the 
accounts payable _staff regarding the requirements for Corporate Policy .. Use of 
Contractors and Consultants" (FIN 1-02). We also suggest that accounts payable 
perform an invoice review, prior to payment, of all vendor invoices to ensure that 
hours and other charges are reasonably explained. 

Purchasing will highlight the required infomiation on the Purchase Qrder and 
request the appropriate detail from the vendor prior to the processing of the 
invoice. The specific language with regard to invoicing _ requirements is also 
-located in the Contract · 

Accounts Payable will be trained to look for proper documentation according to 
the Policy. 
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Contractor/Consultant Business Expenses 

Contractor/Consultant Audit 
BlueCross and BlueShield of Minnesota 

January 28, 2003 

Condition: Six of 110 contractor/consultant invoices incJuded business expenses thai were 
not appropriate or did not have adequate documentation for the expense. These 
invoices included: 
• Five invoices, all of which were under $25, requesting reimbursement for 

mileage. Mileage is not specified in the BCBSM "Contractor · Expense 
Reimbursement Policy" (April 14, 2003) as a reimbursable expense 

• -One invoice had two separate business meals not supported by an itemized 
receipt, list of persons in attendance, or business purpose 

Criteria: The "Contractor Expense Reimbursement Policy" (April 14, 2003) states that 
-expenses for business meals require an itemized receipt identifying- the place, 
date, and amount of expenditures. A list of names of the pei-son(s) in attendance 
and the business purpose are aJso required. Mileage is not noted as a 
reimbursable expense in the policy. 

·Effect: Accepting and paying contractor and consultant invoices for inappropriate or 
unsupported business expenses could lead to improper disbursement of funds and 
potential regulatory scrutiny of expenses. -

Cause: The initiator of. the request for the contractor/consultant did not perform a 
thorough review of all claimed business expenses and -did not compare total 
business expenses to amounts approved in the contract. 

Recommendation: We recommend that BCBSM Purchasing conduct additional training for the 
accounts payable staff regarding the requirements for Corporate Policy "Use of 
Contractors and Consultants" (FIN 1-02) and the "Contractor Expense 
Reimbursement Policy". We also recommend that BCBSM Accounts Payable 
review, prior to payment, contractor/consultant business expenses to ensure that 

_ they are -in compliance with the "Contractor Expense Reimbursement Policy". 

Response: Purchasing -will add to the contracf the requirements of the vendor to add detail 
information on -their invoice if relating to reimbursement of expense. Also 
-Purchasing will attach to each contract the BCBSM "Contractor Expense 
Reimbursement Policy". Prior 10 payment Purchasing will perform a detail audit 
on all invoices that contain travel expense to make sure that the vendor is in 
compliance with the BCBSM travel policy. If the vendor is outside of policy, the 
invoice will be returned to the vendor for adjustments. -
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Contractor/Consultant Audit 
BlueCross and BlueShieJd of Minnesota 

January 28, 2003 

EXHIBIT I DETAILS OF EXCEPTIONS 

Contract Testing 

• Both parties did not sign contract 

Contract Name & Number Issue 
Katrina Fa~r #3002220 Revised Agreement not signed by both parties. 
Securacomm # I 10095 Neither Securacomm nor a BCBSM VP . signed the 

contract. 

I 

Master Service Agreements (MSA's) or Master Technology Service Agreement (MTSA's) 

Contract Name & Number · Issue 
Ambient Consulting. LLC #106252 Missing a signed MSA or MTSA (2) 
John Wilcoxon #104453 Has signed MSA, but _terms were modified without 

approval from Legal 
Masikhule Consulting. Inc. #110368 . MSA IS on file, but was not signed by Masikhule 

• Consulting Inc. 
Modis Professional. Service #101988 Missing a signed Master Service Agreement (MSA) -
Quinnox. Inc. #110052 Missing a signed Master Technology Service-Agreement 

(MTSA) (I) 
RCM Technologies. Inc. #107611 Missing a siened Master Service Agreement (MSA) (1) 

T eksvstems # 1 06 J 5 7 Missing a signed MSA or MTSA 

(I) Indicates that MSA/MTSA was r-eceived internally, subsequent to the end of fieldwork. 
(2) Indicates tha(MSA/MTSA was cr-eated subsequent to the end of fieldwork. • 

Contract is missing Confidentialitv Agreement 

Contr-act Name & Number- Issue 
Eyretel, Inc. #108879 Missing Confidentiality Agreement. (]) 
lnsvstems Technologies. Ltd #104200 Missing Confidentiality Agreement. 
(1) Confidentiality Agreement was obtained inter-nally, subsequent to the end of fieldwor-k. 

V endoi- References 

Contract Nan,e & Number Issue 
Masikhule Consulting. Inc. No vendor references on file. 
Quinnox. liic. # I I 0052 No vendor references on file. 
SecuraComm Consulting_ Inc. #I 10095 No vendor references on file. 

13 



Proof of Insurance 

Contract Name & Number 
Ambient Consulting. lnc. #106252 

BearingPoint, Inc. # I 0904 l 
Born Information Services Group# 100595 

\ 

Cytera Systems# 100065 
Essential Concepts #I 07757 

Eyretel, Inc. # I 08879 
F2 Intelligence Group. LLC # I J 0269 
Harbinger Partners, Inc. #l062 J 7 

H.L. YOH Company, LLC #105391 

lnsystems Technologies, Ltd #I 04200 
John R. Wilcoxon #104453 

Katrina Marie Fair #3002220 
Lilydale Partners. Inc. # I 05173 
Management Partners and Assoc .. Inc.#106311 
Masikhule Consulting, Inc. 

Modis Professional Service 
_ Palmiter Recruiting, Inc. #107100 

PRC Consulting# I 05200 
Privia Inc. # 110589 

Quantum Consulting and Placement -

Quinnox. Inc. #110052 
RCM Technologies. Inc. #107611 
SecuraComm Consulting, Inc. #110095 
Tabor Communications Inc. # I 05 804 

Tech-Pro, Inc. #105202 
Teksvstems # I 06157 

Issue 

Contractor/Consultant Audit 
BlueCross and BlueShield of Minnesota . 

-January 28, 2003 

Missing required levels of Fidelity and Electronic Crime 
Insurance per MSA. (I) 
No Proof of Insurance. 
Missing required levels of Fidelity and Electronic Crime 
Insurance per MSA. ( 1) 
No Proof of Insurance. 
Missing Commercial General Liability, Automobile, and 
Fidelity and Electronic Crime Insurance per MSA 
No Proof of Jnsurance. 
No Proof of Insurance. 
Commercial General Liability is not adequate per MSA. 
()) 
Fidelity and Ele.ctronic Crime Insurance is $3 million 
aggregate. M SA requires $5 million aggregate. (I) 

No Proof of Insurance. 
_Missing proof of Automobile Insurance and Workers 
Compensation Insurance per MSA. 
No Proof of Insurance. 
No Proof oflnsurance. 
Proof of insurance appears adequate. ( 1) 

Missing Workers Compensation, Employer's Liability 
should be $ J million, missing Commercial General 
Liabilitv. Automobile per MSA. 
Proof of insurance appears adequate. ( 1) 
Insurance Certification effective 1/1/2004. Does not 
include required Workers Compensation co·mm-ercial 
General Liability, and Fidelity and £1ectronic Crime 
_Insurance. (1 ) -
No Proof oflnsurance. 
Missing Workers Compensation, Commercial General 
Liability _is required to have $5 million aggregate, 
Fidelity and Electronic Crime is required to have $5 
million aggregate. (2) • 
Commercial • General Liabi] ity requires $5 million 
aggregate. Project appears to be "IT' related and would · 
also require Fidelity and }::lectronic Crime Insurance. (2) 
No Proof of Insurance. 
No Proof of Insurance. 
No Proof of Insurance. 
Missing Workers Compensation, Commercial General 
Liability 1s required to have $5 milJion aggregate, 
Automobile, and Fidelity and Electronic Crime 
Insurance ($2 million each occurrence and $5 million 
aggregate)"_ 
No Proof of Insurance . . 
No Proof of Insurance. 

(1) Indicates that insurance certificates were received from the vendor, subsequent to the end of fieldwork. 
(2) Indicates that insurance certificates were received, internally from BCBSM, subsequent to the end of 
fieldwork. 
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"Invoice Testirig 

Contractor/Consultant Audit 
BlueCross and BlueShield of Minnesota 

January 28, 2003 

Nature of Goods and Services are not in accordance with the contract 

Cont..-act Name & Number Issue 
Lilydale Partners # 105173 The two invoices tested are missing appropriate detail as 

to what work was accomplished. 
Quinnox, Inc.#110052 Two of the four invoices tested are missing appropriate 

detail as to what work was accomolished. 

IQvojce amount does not agree to contract 

Contract Name and Number Issue 
SecuraComm Consulting, Inc. # I J 0095 Two business meals did not have an itemized receipt or 

guest list. 
Tabor Communi~ations Consulting #105804 All five invoices are • charging for mileage, but no 

mileage is reimbursed per contract expense guidelines. 
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Internal Audit 

Blue Cross -Blue Shield of Minnesota 
Contractor/Consultant Au-dit 

January 5, 2005 

Report Number IA160-1204 
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Background 

Contractor/Consultant Audit 
Field Work Start Date: November 8, 2004 · 
Field -Work End Date: November 23, 2004 

Report Number IA160-1204 • 

BlueCross and BlueShield of Minnesota (BCBSM or the Company)iniplemented policy 
_ FIN 1-02 (Use of Contractor and Consultants) on July 15, 2002 and_iss~ed revisions on October 

6, 2003, and September 9, 2004. The use ·of outside consultants and contractors is based o~ 
justifiable business reasons and is closely monitored to ensure that expec;ted value is received 
from the services provided. The Contractor/Consultant audit is ·performed annually at BCBSM. 

Objective and Scope 
. The objective of this audit.was to determine ifBCBSM °follows .its corporate policy regarding the 
"Use of Contractors and Consultantsn_ 

The scope . of the audit included reviewing contractor/consultant contracts and 
.contractor/consultant invoices for the period beginning April I, · 2004 through October 31, 2004. 
The sample of contracts was selected from two _ specific general ledger -accounts relating to 
contracted and professional services. Payments made for -Contracted and . Professional Services 
through three quarters in 2004 totaled approximately $13.5 million. Contract and payment­
attributes were tested using the policy in place at the time of execution and/or payment. Our 
samples included: 

• A review of-25 judgmentally selected Contracted anq ·_Pr9f~ss_ion~_Servi<;~ ~ontracts to-verify • , ., • • 
· · that the -contracts: • • • • ,· • • 

► Were appropriately approved and executed 
► -Included the required contract terms and conditions or deviations were approve.d by the 

Legal Department 
► Were adequately supported by required documentation (e.g. Confidentiality Agreement, 

Business Justification, Background Ch~cks, Conflict of Interest.Statements, ~tc.) 
► Included proper approvals for contract amounts • • 
► Payments did not exceed approved amounts 

• ► -Included support for proper insurance amounts and coverages 

• A review of 52 judgmentally selected Contracted and Professional _Service. invoices (from the 
contract sample reviewed above) to ensure that: 
► The nature of goods and services charged were in accordance with the contract 
► Business expenses were allowable and· the invoices were properly approved 
► Invoice amounts agreed to the term_s or amounts in the contracts 
► · Payments were within the contract period 
► · Payments were to valid vendors 

These areas were evaluated based on reviews of contracts and invoices and discussions with key 
members of BCBSM Purchasing. 
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Contractor/0:>nsultant·Audit 
BlueCross and BlueShield of Minnesota. 

January 5, 2005 

Summary of Findings 
In the course of this audit, certain issues that require management attention were identified. 
These issues include: 
• Two of twenty-five contracts requiring a Master Service Agreement (MSA), Master 

Technology Service Agreement (MTSA}, or a Consultant Agreement were either missing the 
entire agreement or were missing the required Terms and Conditions to the signed agreement. 

· • Vendor: references were not on file for one of nine contracts that required these references. 
• Seven of twenty-five contracts did not have adequate insurance coverage, per the terms 

specified in the MSA and MTSA. 
• . Four of twenty-five contracts did not use the appropriate Terms and Conditions with the 

related conflict of interest (2 instances) and background check (2 instances) language. 
• No reportable issues were identified in the invoice testing. 

These issues and our reco~endations for improvement were discussed with Tim Schultz, Vice 
President, Finance; Marv Heck, Director, Cost Accounting, Procurement and Accounts Payable; 
Kevin Fossum, Manager, Purchasing; and Phil Frosch, Manager, IS Finance. 

The follow_ing ta:ble provides a summary of issues from the 2003 audit . and the results of the 
current audit in each area~ This i~ . intended to provide management with comparative 
information regarding the current year,s auditresults in relati~n to the corresponding items in the 
2003 audit. In summary, 5 I exceptions were reported in the 2003 audit ( 41 contract and I 0 
invoice) with 969 attributes tested. In the 2004 audit, we reported 14 exceptions (all contract 

• related) with 503 attributes tested. 

Signed agreements for one contract and one No reportable -exceptions~ 
contract amendment could not be located. 

The following . items regarding MSAs or 
MTSAs were noted: . 
• At the end of fieldwork, MSAs for five of • Two of twenty:.five contracts requiring a 

seventeen contracts requiring a Master • Service. Agreement, Master 
MSA/MTSA .could not be - located. Technology Service Agreement, or· a 
Subsequent to the end of fieldwork; three of Consu~tant Agreement were either missing 
the five missing MSAs were located (tw~ the entire agreement or were missing the 
intemaliy and one was created and signed required Terms and Conditions to the-
after fieldwork). _. signed.agreemenL 

• One of seventeen contracts with MSAs or • No reportable exceptions. 
MTSAs contained revisions· to required 
insurance coverage without documented 
approval from BCBSM Legal. 

• One of seventeen contracts had a MSA that • No reportable exceptions. 
was not ·signed by the contractor/consultant. 
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Two of 27 contracts were m1ssmg Vendor 
Confidentiality, Statements. Subsequent to the 
end of fieldwork, one of . these • m1ssmg 
statements was obtained from the vendor_ 

Vendor references were not_ obtained for three 
of five contracts that required these references, 
and reasons for not obtaining these references 
were not documented. 

At the end of fieldwork, proof of insurance or 
adequate msurance coverage per the terms 
specified m the Master Service Agreement 
·-(MSA) or Master Technology Service 
Agreement (MTSA) was missing for_ twenty- · 
six qf twenty-seven contracts_ Subs_equerit to 
the end of fieldwork, seven msurance 
certificates were received from vendors, and 
two more were· located internally (nine total)_ 
Seven of these rune msurance certificates 
lacked the required coverage per the 
MSA/MTSA_ 

Contractor/Consultant Audit 
BlueCross and BlueShield of Minnesota 

January 5., 2005 

No reportable exceptions. 

Vendor references were not on file for one of 
nine contracts that required these references. 

Insurance certificates were on file for all 
twenty-five contracts reviewed;- however, 

• seven did not have adequate msurance 
coyerage, per the terms specified in the Master 
·Service · Agreement . (MSA) and · Master 
T<?chnology Service Agreement (MTSA). 

:Four ·of HO contractor/consultant invoices did N_o reported issues noted. 
n~t adequat~ly state the work performed and/or 
hours worked. 
Six of 110 contractor/consultant mvo1ces 
included business • expenses that were . not 

-appropriate or did not have adeq~ate 
documentation . for the expense . .. 

• Distribution:· 

Tim Peterson, Senior Vice President and Chief Financial Officer 
Ti·m Schultz, Vice President, Finance _ 

• Marv Heck, Director, Cost Accounting~ Procurement and Accounts Payable 
-Russ Jubert, Director, Internal Audit _ 
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Contractor/Consultant Audit 
BJueCross and BlueShield of Minnesota 

ianuary 5, 2005 

Contractor/Consultant Contracts 

Master Service Agree~ents (MSA's) and Master Technology Service Agreements (MTSA), 
and Consultant Agreement's Terms and Conditions 

· Condition: • 

Criteria: 

Effect: 

Two of twenty-five contracts requiring a MSA, MTSA, or a Consultant 
· Agreement were either missing the entire agreement (f .instance) or were · 
missing the required Terms ,and Conditions -to the signed agreement (_I 
instance). 

MSA,s, • MTSA'·s, and Consultant Agreements are important_ legal 
documents, which specify terms and conditions for contractors/consultants 
~d . their employ¢es. Corporate Policy (FIN ·1 ~02 page 6) requires· that 

· «all contracts and other documentat10~ supporting the justification of the 
contract or consultant be supplied with the purc~ase -order requisition and 
kept on file in the Purchasing_department,,. • 

Not having-evidence ofMSA's, MTSA's, or Consultant Agreements could 
make it difficult to hold either party accountable for expe~ted terms, 
conditions, and responsibilities . 

. Contracts Missing Vend or-Refe~enc.es 

Condition: 

Criteria: 

Effect: 

Vendor_ references were not on file for one of nine contracts that required 
these references. Justification for not obtaining these references was not 
documented. • • 

Corporate Policy <'U-se of C(?ntractors and Consultants,, (FIN . l -02 page 2) 
requires ~at «references from the contractor or consultant will be-required 
and checked if there .is rio knowledge · of the vendor~s _work history at 
BCBSM .•• Justifiable reasons for not obtaining-and checking referepces 

. will be documented,,. 

Without vendor references, co'xitractors/consultants, may be hired that lack 
the appropriate skili sets to complete the work. · In addition,. there -is · 
increased ·risk that contractors/consultants may. be engaged that do . not 
meet BCBSM standards of reliability, integrity; and honesty. 
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Contractor/Consultant Contracts - Continued 

Contractor/Consultant Audit 
BlueCross and BlueShield of Minnesota 

January 5, 2005 

Recommendation: Management should consider ·implementing the following suggestions for 
missing MSA' s, MTSA' s, Consultant Agreements, and for missing-vendor 
references: 

Self-Audits: 
• Increase the s~ple size of the quarterly self-audit t0 provide more 

information regarding exceptions to management. · 
• Summarize results _ by attribute in a report for • management and 

document trends discovered during the quarterly self-audit . . 
• Formalize procedures for remediating errors and exceptions,. including 

the identification, by name and title, who is responsible for correcting 
errors and exceptions and ·communicating directly to the business 
manager responsible for the error . 

. • Include a review of imaged documents to • ensure that all documents 
received were scanned 

Checklists: 
• Require ·management and/or the controller within the business unit to 

use the formalized Ghecklist that has been -developed. This checklist is 
currently required to be used by the Purcpasing Department for every 
new project worked on by a contractor/consultant • 

• Require management and/or the controller within the business unit and 
the Purchasing Department technician to formally sign-off on the 
checklist with their initials · indicating full compliance with checklist _ 
requirements. 

• Include a requirement on the checklist that all new Statements of Work 
(SO W's) include a review of the existing MSA; MTSA; or Consultant 
Agreement to ensure that the agreements· exist and that . proper 
amendments are included. 

File Management: _ 
• Require the use • of formalized checkout -tags when an • empl_oyee 

removes a MSA, MTS.A, or Consultant Agreement from the filing 
cabineL 

• Checkout tags should include the ·naine of the employee removing the 
file, the n~e of the MSA, MTSA, or Consultant Agreement removed, 
and the date it was removed. 

• For missing Consultant Agreements and MTSA Terms and Conditions 
identified during the audit, Purchasing should locate these documents 
or obtain them from the contractor/Gonsultant 
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Contractor/Consultant Audit 
BlueCross and BlueShield of Minnesota 

January 5, 2005 

Contractor/Consultant Contracts - Continued 

Response: 

Corporate News: 
The Purchasing Department should continue sending-occasional Corporate 
News reminders regarding the policy. These reminders could include: 
• notices of newly released policies and terms and conditions 
• _ reminders about. various provisions in the Contractor/Consultant policy 

that may have a high error rate (discovered during self-audits). 

Self Audits: 

• The Purchasing Department will increase the sample size of the Self­
Audits by three to five additional contracts beginning ~ anuary I, 2005~ 

• The audit will continue to be summarized in a report to management 
but will be more detailed to include the number of attributes and trends 
discovered. 

• Formalized procedures to remediate e~ors and exceptions discovered 
during audits will be written and approved by end of first quarter. 

• Purchasing has already implemented a new process .when scanning 
documentation to verify that the scan was completed correctly. 

Checklists: 

• A revised checklist will be .provided to the business and their 
controller's before the end of the first quarter that highlights the 
requirements of our Policy. 

• • The Checklist will be updated to require checking all MSA; MTSA, or 
Consultant Agreements to verify compliance with the policy including 
an· amendments. 

·• The checklist will also be used and reviewed more thoroughly by the 
Purchasing Department 

File Management: _ _ 

• Our policy ~f scanning all contracts should eliminate the need for the _ 
use of checkout tags .. However, to the extent we continue to use paper 
copies only, a formalized check out process will be developed by the 
end of the first quarter . . 

• Purchasing -will make every effort to obtain copies . of missing 
Agreements. 

Corporate News: 

• Purchasing will send more frequent Corporate News reminders 
• regarding the Policy focusing on those areas with history of 
compliance problems. 

Contractor/Consultant Contracts - Continued 
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Contractor/Consultant Audit 
BlueCrnss and BlueShield of Minnesota 

• January 5, 2005 

• Company wide training will continue in 2005. Purchasing will meet 
with various business units including Managers, Directors, and Vice 
Presidents, to make sure that everyone in the organization who needs 
to has an understanding of the policy and knows where to obtain help 
if required. Throughout the year Purchasing will identify problem 
areas within business units and make an effort to meet frequently with 
those business units to ensure compliance. 
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Contractor/Consultant Audit 
'BlueCross and BlueShield of Minnesota 

January 5, 2005 

Insurance Coverage 

Condition: • Seven of twenty-five contracts did not have adequate insurance coverage, 
pet the terms specified in the MSA or MTSA. Specifically, 

Criteria: 

• Four contracts had insurance amounts that were inconsistent with the 
requirements in the terms and conditions. 

• Three contracts had types of insurance that were inconsistent with the 
requirements in the terms.and conditions . . 

These exceptions were not approved by the Director of Cash an~ Risk 
Management as requireQ • 

Corporate Policy "Use of Contractors and Consultants" (FIN 1-02 page 4) 
requires that 4'prior to commep.cement of work, the vendor must provide 
proof of insurance coverage as defined in the procedures". Contracts with 

· the MSA 's or MTSA 's specify various types and amounts of coverage . 
including: 
• Workers Compensation Insurance 
• Employers Liability Insurance with not less than $1 million each· 

accident, $ i million disease, and $ l million each employee 
• Commercial General Liability Insu~ce with not less th_an $ I million 

combined single limit 
• Automobile Liability Insurance with not less than $1 million combined 

• ·single fonit • • 
• Fidelity and Electronic Crime Insurance with . limits not less than $2 

million each occurrence ~d not less than $5 million aggregate 
(required ifVendor furnishes employees or permitted subcontractors . 
that will perform progranuuing services: for BC~SM) _ 

. If there js a deviation needed .. froni the insurance requirements, the 
accepted · business · practice is that an approval imist be obtained from the · 
Director of Cash and R~skManagemenf· • • 
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Contractor/Consultant Audit 
BlueCross and BlueShieJd of Minnesota 

January 5, 2005 

- .Insurance Coverage - Continued ' 

·Effect: Contractors/consultants with insufficient or non-:-existertt insurance • 
coverage could leave BCBSM with -no . legal recourse should the work 
performed -be faulty, lead to systems malfunctions, or expose the Company 
to legal/regulatory violations. • 

Rec_ommenda·tio~: Management should· consider reviewing the current_bus~ness practice, with 
respect · to contractors/consultant insurance requirements, to determine if 
the policy needs to • be updated to reflect current practice. It is 
recoIIUµended that the· review include the following steps: · 

. Response: -

• Determine·how many contracts are signed with contractors/consultants 
. • prior to receiving the insurailce binder/certification _ • 

• _ For those contractors/consultants hired prior to receipt of their 
ins.:urance binder/certification, determine how many of t:h~m lack the 
required ·types or amounts of insurance coverage . 

~ The: frequency of these deviations that are actual · -business _practices, 
_ could. . then be used ~ a baselin~ for establishing the current business 
practice·._ _ 

· • D_eterm,ine . wheth~r • the current business practice is acceptable or 
. whether Management should place special focus and review on 
insurance-coverage for contracts with higher levels of inherent risk (i.e. 
·rr projects, HIPPA related projects, and certain facility. · construction 
projects). Management could consider not rtquiring evidence of 
s~ific ·levels _ of insurance for those engagements that have lower risk. 

• --W~rk. with the Director ~f Cash and Risk Management to docUJDent 
. these specific requirements. 

• Complying with our insurance cove~e r~uirements has:been our biggest • 
~hallenge ~o-date~ We will work more diligently to verify that the -required 

· ~uiance coverage limits are m~L In additio~ the Purchasi.ng· Departµierit 
- will cqnsult with $e Director of Cash and Risk Manageme~t to cieterniiQe 

if appropriate insurance_ limits are being requesteQ If · necessary the 
standards will • be -:modified and the MSA, MTSA 'and_ -~onsultant . 
Agr(?ements will be modified to reflect those decisions. Once the standard 
teq~irements are set Purchasing will implement pr~esses .and pfO<?edures 
to validate t!,at insurance requirements are met and _ will work with the - . • . 

Director·ofCash and Risk Management oii anydevia_tions. · 

tb:e review.-·of the current -policy to ensure it meets current ·business 
practices ·will be _completed by the end o[ the ~ quarter.· 

Contract Terms and Conditions~ Conflicts of Interest and Background Checks 
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Condition: 

Criteria: 

Effect: 

Contractor/Consultant Audit 
BlueCross and BlueShield of Minnesota 

January 5, 2005 

Four of twenty~five contracts did n<?t · use the appropriate Terms and 
Conditions with the related ·conflict of interest language (2 instances) and 
background check -(2 instances). The Company's standard Terms and 
Conditions were updated January 5, 2004 to require that background 
checks • -be performed prior to the beginning of work for - all 
contractors/consultants. These Terms and Conditions were revised again, 
effective September 9, 2004, to include language related to conflicts of 
interest. 
• 

• 

Two contracts were executed in October 2004, but did not have the 
required terms and conditions for conflicts of interest. 
Two contracts were executed in May and August 2004. One contract 
uses the vendors terms and conditions, but omitted references ~o • 
background checks. The other contract was yvith a vendor who had 
previously worked with_ BCBSM and had an . existing Master Service 
Agreement with terms and · conditions d~ted Jtily I 0, 2002. The 
standard business practice of amending pre-existing MSA' s, MTSA • s, 
and Consultant Agreements for new terms and conditions was • not 
carried out in this case. 

Tenns and Conditions are iniportant legal documents that identify 
requirements for the _ contractors/consultants_ _ and their empioyees. 
Corporate Policy &<Use of Contractors and Consultants•~ {FIN 1-02 page 3) 
requires tha~ <'the initiator of a request to use a contractor or consultant 
wiH ensure that the contractor or consul tan~· agrees in writing to the terms _ 
and conditions of the work to be performeclprior to the commencement of · 
any work". The Company's standard Terms and Conditions were updated 
. to -address risks -associated with conflicts of interest_ and background 
checks and should be used consistently once implemented. 

Without proper background ch~ks and • conflicts of interest disclosures 
BCBSM could expose jtself to: hiring consultants/contractor who violate 
laws/regulations involving , Protected Health Information (Pill), may 
compromise proprietary information, or may . have other conflicts ·that 
would impair their ability to perform and complete-projects for BCBSM. 

_ Contract Terms and.Conditions- Conflicts of Interest and Background Checks-Continued 
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Contractor/Consultant Audit 
BlueCross and BlueShield of Minnesota 

January 5, 2005 

Recommendation: Manag~ment should consider adopting a procedure to ensure that adequate 
time exists for notifying and requiring affected hiring managers to comply 
with changes to the "Use of Contractors/Consultants Policy,, and all 
related Terms and Conditions. This 'grace period' would also include the 
use of new forms, templates, and checklists. Further, the Purchasing 
Department should attempt to obtain amendments for agreements, and 

• related terms and conditions that ar.e currently not in place. 

Response: Steps will be taken to ensure compliance with our corporate policies • 
including revisions. The effective -dates of policies will be established 
once it has been determined we are ready to comply. Tasks required to be 
completed in advance of the effective date of the revision will include the 
updating of our forms, checklist and templates and the communication of 
the .revisions to affected staff This_will be put into affect immediately and 
will impact the next revision of this policy. 

For those contractors BCBSM is still doing business, new amendments 
will be obtained and filed. 

12 
BCBSM- 022119-



Contractor/Consultant Audit 
BlueCross and BlueShield of Minnesota 

January' 5, 2005 

EXHIBIT I DETAILS OF EXCEPTIONS 

Contract Testing 

A. Master Service Agreement (MSA) and Consultant Agreement Terms & Conditions 

Contract Name & Number Issue 
Joseph Hui #4500042517 Missing signed Consultant Agreement Terms & 

• Conditions 
Sharp Sky Partners LLC #4500042543 Missing signed Master Service Agreement Terms 

& Conditions 

B. Vendor References 

Contract Name & Number Issue 
Hot Skills #2252989 No vendor references on file. 

C. Insura.nce Coverage 

1. Insurance amounts inconsistent with policy limits 
Contract Name & Number Issue -

I Inneval LLC #4600002850 Missing required ~ev.els of General Liability, 
Workers Compensation and Automobile Insurance 
per MSA . . 

Joseph Hui #4500042517 Missing required levels of Automobile ln~_urance • 
perMSA. - • • 

Naymark Branding Resources Missing required levels of General Liability, 
#4600002824 · -Workers Compensation and Automobile Insuranc~ • 

perMSA. 
The Mel Group #4600002833 

.. 

Missing required_ levels of Automobile~ 

2.· Types of Insurance inconsistent with policy 
Contract Nam·e· & Number Issue 
Page_ Technologies, Inc. #4 500041914 Missing required Fidelity and E-Crime Insurance 

perMTSA. 
Project Consulting Group #4500043607 Missing required Fidelity and Electronic Crime 

and Workers- Compensation· Insurance per MTSA . 
• Zamba Corporation #4500043873 • Missing_ required Electronic Crimes Insuranc·e per 

MSA 
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Contractor/Consultant Audit 
BlueCross and BlueShield ofMinnesota 

January 5, 2005 

D. Contract Terins and Conditions - Conflicts of Interest and Background Checks 

Contract Name & Number Issue 
PRC Consulting Inc. #4500045116 Missing conflict of interest amendment 
Sogeti USA LLC #4500045115 Missing conflict of interest amen<4nent 
Himle Horner, Inc. #4600002825 Missing background check amendment 
Zamba Corporation #4500043873 . Missing qackground check amendment 
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Blue Cross Blue Shield of Minnesota 
SERVICES AGREEMENT 

VraftCopy 
02/06/98 

This Agreement is entered into this _____ day of ___ _, 19 ____ by and between 
T empCo Auditing of Minnesota, Inc. (hereafter "T empCo") and Blue Cross and Blue Shield of 
Minnesota (hereafter "BCBSM") . 

1. SERVICES AND PERSONNEL 

A. TempCo agrees to act as an independent contractor in providing supplemental 
staffing services to BCBSM in accordance with the requirements stated and 
referenced herein. Such services sh~ll include soliciting new suppliers and working 
with existing .BCBSM suppliers to fill requests for supplemental staffing (hereafter 
"Contractor") for BCBSM. 

B. TempCo agrees to provide tracking of Contractors for BCBSM including, but not 
limited to, all reports shown as Sample Reports in Exhibit 1. 

C TempCo agrees to administer the bidding process as follows: 

L BCBSM sends a Contract Services Request Form to TempCo 
2. TempCo sources the request through various suppliers of contract labor 
3. TempCo forwards resumes of Contractors with their hourly rates to BCBSM 
4. BCBSM selects a Contractor and notifies TempCo. 
5. BCBSM issues a purchase order to T empCo confirming the decision 

D. TempCo agrees to obtain from all suppliers providing supplemental help to BCBSM 
any information requested by BCBSM, including but not limited to, proof of Workers 
Compensation Insurance, Liability Insurance, Federal ID tax numbers, drug testing, 
and reference checks in compliance with IRS guidelines. 

E. TempCo does not maintain its own pool of · temporary Contractors and will not 
directly supply Contractors to BCBSM. TempCo will, however, at the direction and 

. approval of BCBSM, payroll appropriate personnel located by BCBSM at a charge 
equal to the pay · rate plus 26%. The 26% covers, but is not limited to, Workers 
Compensation Insurance, Unemployment Compensation Contributions, all taxes 
including FICA, and insurance coverage described in Sec_tion 6 of this agreement. 

TempCo agrees that it is the employer of each payrolled Contractor assigned to 
• BCBSM and as such, T ernpCo has sole responsibility for fulfilling applicable legal 
requirements with respect to such Contractors. In addition to complying with all 
such legal requirements, TempCo agrees to have the Supplier conduct all 
employment activities associated with such Contractors, including, but not limited to, • 
advertising for available assignments,· interviewing, screening, pr(?viding orientation, 
investigating, hiring, disciplining, firing, performance appraisal and compensation. 
TempCo will have the Supplier distribute to Contractors during the orientation 
process the BCBSM Code of Conduct and the Orientation Guide. . All such 
employment related activities conducted by the Supplier through TempCo shall be 
under the exclusive control and at the sole expense of the Supplier, and without 
interference from or consultation with BCBSM; provided, however, that TempCo 
shall obtain prior approval from BCBSM for the Supplier on all advertisement which 
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identifies BCBSM to ensure compliance with BCBSM protocol for the use of its name 
and service mark. 

In the event BCBSM desires to hire a Contractor, T empCo will upon notification by 
BCBSM, coordinate a termination of employment of the Contractor to enable the 
C~ntractor to become an. employee of BCBSM. There will be no special charges made • 
by TempCo to BCBSM for the hiring of any Contractor by BCBSM. • 

F. T~pCo further agrees to validate the existence of a valid signed Contract Services 
Request form and that it is on file with the BCBSM IS Controller Group prior to any 
Contractor beginning work at BCBSM. 

G. BCBSM agrees to validate the existence of all contractors reporting time for which 
TempCo will remit payment for services rendered by said Contractor. 

H. BCBSM may at any time without notice and without cause discontinue the services of 
a Contractor provided under this agreement by notifying TempCo of the date such . 
services will end (discontinue date)~ In ~e event that TempCo is so notified; 
TernpCo will take whatever steps necessary to notify the Supplier and the Contractor 
that no services will be provided beyond the discontinue date. BCBSM shall not be 
liable to TempCo, the Supplier Qr the Contractor for any charges related to the 
Contractor beyond the discontinue date except BCBSM shall remain liable for all 
outstanding, unpaid and undisputed invoices of TempCo for services rendered to 
BCBSM before the discontinue date. 

2. TERM/TERMINATION 

This Agreement is effective for a period of one year from the date shown above 
(hereinafter "Effective Date"). This Agreement shall remain in force unless terminated 
for convenience by either party giving ninety (90) days written notice of termination for 
convenience. In the event of termination for convenience by BCBSM, T empCo agrees that 
BCBSM will have the right to contract directly with the suppliers for ,contractors already 
being utilized by BCBSM and that TempCo releases BCBSM and the Supplier from all 
claims and fees related to the Contractor after the termination date_ except BCBSM shall 
remain liable for all outstanding, unpaid and undisputed invoices of TempCo for services 
rendered to BCBSM. In the event of termination for convenience by TempCo, TempCo 

• agrees to continue to provide the services under this agreement until the temunation·date 
or an earlier date if agreed to by BC~SM. 

In the event. of material brea91 by either party, notice of breach shall be given by the non­
breaching party. In the event such breach is not ct.ired within 10 days of receipt of such 

• notice, the non-breaching party inay immediately terminate this Agreement and all work 
~d obligations thereunder. 

3. CHARGES 

.fees for services provided by TernpCo will be paid by the Supplier as follows: 

Contractor Hourly Rate 
$ 0-·$150 

$151 - $225 
$226+ 

2 

TempCo Fee 
3% 
2% 
1% 

BCBSM 80654 



Special fees to be paid by the Supplier may be requested by BCBSM. Special fees will be 
agreed upon by both TernpCo and BCBSM as defined in separate addenda to · this 
agreement. 

TempCo will prepare one consolidated invoice per BCBSM pay period for hours worked • 
by contractors. BCBSM agrees to issue and mail payment for the consolidated invoice 
prepared by TempCo within fourteen (14) calendar days of receiving the faxed copy arid 
upon the following conditions being met: 

A. A valid and current Contractor Service Request form is on 
file with the BCBSM IS Controller Group for the Contractor 
whose time worked is being_ billed by T empCo. 

8. A valid and current Purchase Order ~ on file at BCBSM for 
the Contractor whose time worked is being billed by 
T ernpCo and written notice has n~t ·been received by 
T ernpCo from BCBSM ·asking for . payment to be withheld 
pending resolution of non-compliance with any agreement 
between the Supplier and-BCBSM. 

C. All billed time is validated by the process defined in theJS 
Temporary • Clerical Employee· Requisition Procedure · 
(Exhibit 2) or an attached TRACS time report where hours 
worked have been approved by a BCBSM manager. 

b. A TRACS time report is signed by an authorized 
tepresentative . of the IS Controller Group. The TRACS 
System Administrator will validate the signature and submit 
a copy of the report to TernpCo via electronic mail. 

TempCo further agrees .to pay all suppliers for services rendered to 
BCBSM less fees agreed upon between T ernpCo and said suppliers 
within thirty (30) days from receipt of a valid invoice by TempCo. 

4. CONFIDENTIALITY 

TempCo recognizes that it may have· access to confidential information and proprietary 
data ofBCBSM during the course of performing services_ under this Agreement. TempCo 
agrees to tnaintain the confidentiality of all such information, during the term of · this 
Agreement and after any termination of the working relationship of the parties. 

• _ For purposes of this Agreement, ·•confidential lrifo~tion" does not include .any. 
• information which a) is generally known by the public, b) TempCo possesses before 
• ent~ring into this Agreement, c) TempCo develops independently of this Agreement, or 
d). relates . generally to TempCo's business· and area · of expertise, including .ideas, 
methodology, and techniques which may be applicable to the delivery of services under 
this Agreement • • • 

5. OWNERSHIP RIGHTS. IN WORK PRODUCTS AND NON-CO1\1PETE 

BCBSM shall have sole ownership of all materiais and products generated as a result of 
the services performed by -the suppliers employees .as contracted in this Agreement, and 
all such materials and products shall be left with BCBSM upon completion of the 
contracted services. 
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TempCo shall have sole ownership of all programs generated by TempCo in the course of 
servicing the needs and requirements of BCBSM. 

6. LIABILITY 

INDBvfNITY AND INSURANCE To the fullest extent permitted by law, TempCo shall . 
indemnify, defend and hold hamtless ·BCBSM, and their respective subsidiaries, affiliates, 
tenants, officers, directors, agents and employees from all claims, demands, losses, 
damages, injuries, liabilities, expenses, jud~erits, liens, encumbrances, orders and awards 
(allof which are collectively referred to as "claims"), together with attorneys· fees and 
litigation expense on account of: 

l. injury to, or death of, any perso~, including agents, employees, subcontractors, 
suppliers; • 

2. loss of, or damage to, property; 

• 3. claims of subcontractors, or suppliers,; 

4. royalties, license fees and claims for patent infringement; or 

5. claims against BCBSM for express or implied indemnity or contnbution arising by 
reason of any of the above; 

but all of the foregoing shall apply only to the extent that the foregoing directly 
relate to or result from the Services performed or to be performed, or a product 
supplied or to be supplied under or in connection with this Service Agreement 
arising out of or resulting from the performance of the Services to the extent caused 
by negligent acts or omissions of TempCo, its employees, agents or subcontractors, 
or any failure by TernpCo to comply with the terms of this Service Agreement. 

TempCo shall, at its own expense, maintain all times during the Term of the Agreement the 
following insurance, which shall name BCBSM, as additional insured, and which shall 
insure BCBSMand TernpCo against all of the various claims, liabilities and attorney's fees 
described herein, including: 

1. Commercial general liability insurance, including without limitation, coverage 
for bodily injury, property damage, personal injury, contractual liability • 
(applying to this Agreement), and products-completed operations liability, 
having a combined ·single limit of not less than $1,000,000 per occurrence. Such 
policy shall not contain explosion, collapse and/ or underground exclusions. 

2. Comprehensive automobile liability insurance, including hired and non-owned 
vehicles, with a combined single limit of not less than $1,000,000 per occurrence. 

3. Applicable workmen's compensation in statutory limits, and Employer's Liability 
insurance in the amount of at least $500,CXX) per occurrence. 

4. Such other insurance which might reasonably be required from time to time by 
BCBSM. 

5. Any other insurance commonly used by contractors for services of the type performed 
pursuant to this Agreement 

6. The greater of the limits shown above or in Project Documents, where they conflict, shall · 
be applicable to this Agreement 
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TempCo will maintain a fidelity bond not less than ·$1.000.000 for each occurrence naming BCBSM 
as the insured. 

TempCo shall deliver to BCBSM. prior to commencement of any Services thereunder. copies of 
policies of such insurance or certificates evidencing the existence and amounts of same with loss 
payable clauses satisfactory to BCBSM. Such policies shall name BCBSM. as additional insured on 
policies for Commercial General Liability, Comprehensive Automobile Liability. and Employers 
Liability. No policy shall be cancelable or subject to reduction of coverage except after thirty {30) 
days' prior wrinen notice to BCBSM. 

7. RIGHT TO AMEND 

This Agreement may be amended at any time in writing with the signature of the parties' 
authorized representatives. 

8. GOVERNING LAW 

This Agreement shall be governed by and construed in accordance with the laws of the 
state of Minnesota. 

9. NOTICES 

. Any notices given to BCBSM pursuant to this Agreement shall be deposited in the United 
States mail and sent to the following mailing address: • 

Blue Cross and Blue Shield of Minnesota 
Attn: Richard L. Emerson (2-81) 
P9st Office Box 64560 
St. Paul, Minnesota 55164 

Any notices given to TempCo pursuant to this Agreement shall be deposited m the 
United States mail and sent to the following mailing address: 

. . 

TempCo Auditing of Minnesota, Inc. 
Attn: Colleen Fitzgerald 

. 1660 South Highway.100, #230 
· St.Louis Park, 1.1N 55416 

10. WARRANTIES 

• TempCo hereby agrees that in the event a Contractor is judged una·cceptable to perform 
the work specified within a period of two d_ays or less from the start of work, there will 
be no charge for that period. 

TempCo Auditing of MN, Inc. • BLUE CROSS AND BLUE SHIELD OF MN 
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Signature: ____________ _ Signature: ________________ _ 

Name: _____________ _ Name:------'----------------

Title: -------------'-- Title: ----------'---'---------

Date: _____________ _ Date: __________________ _ 
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YEAR 2000 CONSUL TING SERVICES AGREEMENT 

This Year 2000 Consulting Services Agreement, dated as of September 16, 1997 (the 
"Effective Date"), is entered into by and between Ernst & Y oungLLP, a Delaware limited • 
liability partnership with offices at 787 Seventh A venue, New Y orlc, NY 10019 ("E& Y") and 
BCBSM, Inc., a Minnesota non-profit health service plan corporation with its principal place of 
business at 3535 Blue Cross Road, St Paul, MN 55164 ("Company"). 

Preamble 

WHEREAS, Company, desires to engage E&Y to perform Services ( as defined herein) to 
assist the Company in adapting its computer software and other technology assets, whether 
owned by Company or specified Company Affiliates or licensed from third parties_( collectiyely 
"Company Applications") to meet Y ear-2000.ProcessingRequirements, all as.agreed upqn from. 
time to time as specified in one or more Schedules hereto; and 

WHEREAS~ E& Y ·desires.to .perform the Services, in.accordance with th~ terms and 
conditions of this Agreement 

NOW, THEREFORE/Company and E&Y agree as follows: 

1. Definitions and Interpretations . . 

I~ I • Definitions. • In this Agreement the following words and expre~ioq.s sJiall have 
• the meanings assigned to them except where tbe cont~xt otherwi_se requires: 

"Actual Test Results" is defined in Section 1 LL 

IIAgreement" means this Year 2000 Consulting Services Agreement (including 
the Schedules and Exhibits hereto), as_may be amended from time to time in 
accordance with the terms hereof. • 

"Approval Notice" is defined in Section 11. L 

"BCBSM Program Director'' shall mearithe Person(s) designated as such in 
accordance with section 7.1. hereof. 

"BCBSM Program Owner" means Michael J. Ubl or such other person as the 
parties may agree upon from time to time. • • 

"BCBSM Executive Sponsor'' means John Ounjian or such o~er person as th~ 
parties may agree upon from time to time. 

"Cluster" ~eans, within the Company Applications, a group of programs, data 
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and processes that will be converted, tested and implemented together. The 
Company Applications comprise all the Clusters taken together_ 

"Company" is defined in the first paragraph hereof. 

• t'Company Affiliate,, shall mean any person or entity directly or indirectly 
controlling;contJ:olled by.or under common control with the-Company and shall 
in any event include (i) any person or entity identified as such in a Schedule for 
all purposes of such Schedule and this Agreement as it relates to such Schedule, 
and (ii) the following persons or entities: BCBSM, Inc_, Aware Integrated, Inc., 
HMO Minnesota d/b/a Blue Plus, Atrium Health Plan, Inc., First Integrated 
Holding Co., MIi, Inc.-, Mil Casualty, Incorporated, Mil Life, Incorporated, MIT 
Services, Inc., Comprehensive Care Services, Inc., Employer Provider Network, 
Inc., Pharmacy Gold, Inc., Prime Therapeutics, Inc., _Care Delivery Management, 
Inc., Comprehensive Managed Care, Inc., Capital Asset Care, Inc., Behavioral 
Health.Services, Inc. (BHSI), First Plan ofMinnesota,-and Blue Cross-Blue 
Shield of Maine (an independent licensee of the Blue Cross Blue Shield 
Association). 

~'Company Applications" is ·defined- in-the Preamble. 

• ·"Company Facilities~ means the-space and equipment (whether owned by 
Company or made available by third parties), including, without limitation; the 

·· ·.- ·space and equipment located at the Site that Company shall -provide.use ofto 
E& Y from time to time, as required in a Schedule hereto or-~ may otherwise· be 
agreed in writing, but in any event including the following: (i) ·reasonable·work 
-environment, including desks, ~telephones and office supplies .at-the Site, (ti) 
electronic access to the Company mainframe environment and LAN, (1.ii) 
electronic access and use of relevant Company Applications and related items and • 

· (iv) administrative support. 

"Confidential Information~ is _defined i;n Sec;tion 9 .1 .. 

"Conversion Plan" means the written plan setting forth the overall plan, and all • 
known dependencies and the prioritizations, for converting and testing all known 
Clusters· of the Company Applications to comply with Year 2000 Processing 
• Requirements. 

uDetailed Conversion-Plan,, means the written plan setting forth the detaiJed 
strategy, test plan, and Year 2000 Processing Requirements and other 
requirements as defined in the Schedules expected to be met by each.Cluster, and • 

• the implementation plan therefor. The Detailed Conversion Plan shall be agreed 
upon in writing in accordance with the time schedule set forth in each Schedule· 
for the .corresponding Clusters. • 
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"E& Y" is defined in the first paragraph hereof. • 

"E_&Y Engagement Director', shall mean Cliff Tabor or such other Person as the • 
parties may. agree upon from time to time. 

"E& Y Engagement Partner'' shall mean Joseph H. Hohner, or such other Person 
as the parties may agree upon from time to time. The E& Y Engagement Partner _ 

• shall be authorized to execute any and all documents on behalf of E& Y pertaining 
to this Agreement and the schedules hereto. 

«E& Y Project Advisor', shall mean Jeffrey A. Perry, or such other Person as the • 
parties may mutually agree upon from time to time .. 

"Effective Date" is defined in the first paragraph hereof. 

• "Final Approval Notice" is ~efined in Section ll3. 

"Person~ means an individual, firm, partnership, association, unincorporated 
organization, trust, corporation;or any other entity, inc\uding, without limitation, 
a government or any-department, agency or in.strurilentality thereof 

"'Schedules,, is defined in Section 2.1. _ 

· - • "Services" means the services to-be perfo~ed hereunder by E&Y;:as more fully 
described in the Scope ofSetvices set forth µi a Schedule. 

"Sik",means buildings occupied by the- Company or Company Afliµates in 
Eagan, Minnesota. 

"Technical Elements,, is defined in Section 8.1. 

11Third Party Licenses" means. the lice~ granted to Company for use of third 
party software as part of the Company,Applications. 

"Target Test Results" is defined in Section I I.I. 

--"Test Suite" is defined inSection 1 I.I. 

• ''Worlc Product» is defined in Section 8.1. 

"Year 2000 Processing Reguiremen~, m~ the ability of computer software 
• and other Company Applications to provide accurate results using data having -
date ranges spanning more tha.Ji one century (e.g. the twentieth (201h) and twenty­
first (21 ") centuries). 

15-253504-9 30398 1333C 97385124 
3 

BCBSM 79607 



2. 

1.2 Interpretation. Words importing the singular include the plural and words 
importing the masculine include the feminine-and vice versa where the context so 
requrres. 

Services. 

• 2.1 Agreement Subjectto the terms and conditions of this Agreement, E& Y shall 
• provide to Company, and CoII?-paily shall purchase from E& Y, the Services 

; described in the Scope of Services section of such Year 2000 Services Agreement 
. Schedules ("Schedules':') as are executed from time to time by both parties to this 

Agreement, which Schedules are expected to be substantially in the form of 
Exhibit A hereto, shall be, consecutively numbered to facilitate identifications and 
when executed by an authorized representative of.both parties shall be 
incorporated herein and made a part heieof. In the event of any conflict between 
the provisions of any Schedule heryto and the provisions set forth in the · 

• Agreement, the :provisions ofthis Agreement shall ·govern, unless the parties have 
• expressly provided that a.~ific.provision of this: Agree~e~t is amended, in 
.which case this Agreement ~hall .be so amended but only with respect to such 
Schedule. Services or activities not.described in a Schedule as to be performed 
by E& Y are specifically excluded from the.Services. · Company.·acknowledges • 
and agrees that timely performance -and completion of the Services by E& Y is 
dependent, in part, on Company fulfilling its various obligations that are set forth 
in a Schedule to. this Agreement. Company recognizes that E& Y may rely upon 
-information-and data.(including documentation) supplied by or on behalf-of 

• -·. Company without ~dependent verifica~on, except to the extent that s.u,ch 
verification is specifically described in this Agreement as being part of the 
Services. · 

- 2.2 Amendments to Schedules. If at any time E& Y or Company considers that 
services or activities that are in addition to, or inconsistent 'M:th, the Services are 
desirable or necessary, that-party shall notify the other and shall submit a written· 
proposal to. the other, which shall desctjbe the additional or-inconsistent services 
or activities and any necessary confonn.ing changes to the. terms of the applicable 
Schedules. If such proposal is approved by the other party; the ~ected . 
Schedules will be amended in accordance with Section 7.4 to incorporate the 
tenns ofthe proposal as approved. • • 

• 2.3 Medical Devices Exclusion. E& Y will not have any responsibility or obligation 
for managing, reporting-'on, inventorying, assessing or converting any software or 

. harchyare used in connection with or as part of devices used to provide medical • 
care. 
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3. Tenn. This Agreement shall commence-as of the Effective Date and shall continue in 
full force and effect until terminated by either party on not less than sixty (60) days prior written 
notice, provided that (i) but no such termination shall effect or terminate the commitments of the 
parties under any Schedule then in effect (including the applicability of this Agreement thereto) 
-and {ii) any Schedul_e may be terminated in accordance with its terms without terminating any 
other Schedu~e pr this Agreement. Each Schedule shall commence on the start date indicated on 
the Schedule and shall terminate upon completion of testing of all Clusters in accordance with 
Section 11 or as otherwise provided in such Schedule, unless earlier terminated in accordance 
~th Section 12. lfE&Y,s performance is delayed as a result offailure or untimely performance 
_ by-Company, its vendors, or other Persons not retained by E& Y, E& Y shall not incur any 
_ liability to Company as a result of stich delay. 
I 

4. Compensation. 

4 .1 • General-. . As COIIlpensation for the Services to be performed pursuant to a 
Schedule, Company will·p~y to E&Y the fees in the amoun~, at the;.times, and in 
the manner, set forth in such Schedule. 

42 Expenses. Company will pay,-or reimburse E& Y for, the reasonable expenses of 
E& Y in ·connection with the performance of the Services as defined in Exhibit B, 

- and.otherwise set forth in_.the Schedule applicable to those Services. 

43 Taxes. CompaQ.y-will pay,"-or reimb_urse E&Y for, any and all taxes, however 
designated or levied, based upon the-charges payable by Company hereunder, or _ 
upon this Agreement .or: the Services or material$ provided hereunder, ·or their use, 
including state and local salesj use> privilege or excise taxes, and any taxes paid 
or payable by E& Yin respect of the foregoing,_ but excluding ~y taxes based on 
the income ofE&Y. E&Y will file all returns and other documentation and pay 

, all such taxes payable by E& Y to the relevant taxing authority. 

Failure to Pay. Without prejudice to E& Y's right to terminate this Agreement for 
breach pursuant to Section 12.2 or any other rights and remedies, E& Y shall have 
the right to cease performing the Services if Company's failure to ·pay any 
amounts owed-to E& Y hereunder extends beyond a period of 60 days; provided, 
however, that E& Y shall give at least IO days prior written notice to Company of 
its intent to cease performing the Services, starting on a date which will be 
specified in said notice, if the Company fails to cure such-payment default within 
the notice period. • 

- 5. E& Y Responsibility for Resources. 

5.1 Staffing. Company and E&Y will mutually review ·all staffing levels on a regular 
basis to verify that the appropriate staffing mix of E& Y and Company-is· being 
a_chieved and to identify appropriate staffing adjustments and/or corrective 
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actions, if required. Specifically, the parties shall consult with each other 
regarding the proposed staffin&, particularly as it applies to each Schedule. Each 
party agrees to promptly advise the other of any objections it has to the other 
party's proposed staffing, and to make good faith efforts to accommodate the 
other party's objections to its own staffing. E&Y and Company will cooperate to 
minimize any adverse impact on the scheduled time and-projected cost of the 
Services that may be caused by removal of their respective-employees from a 
project, but each acknowledges-that their respective businesses may require re­
allocation of personnel from time to time and that resignations and personal 
hardships may require the alteration of project teams. 

52 Location of Services~ Company acknowledges and agrees that the Services may 
be performed by E&Y or any of its subcontractors at Company Facilities or such 
other locations as may be designated from time to time for such performance 
including, without limitation, E& Y's-Accelerated Conversion Center ("ACC") and 
-the facilities of Tata Consultancy Services ("TCS"). E&Y will not remove 
Company Applications from the Site until Company has approved such removal 
for the applications in a specified Cluster, which-approval.will not be . 
unreasonably withheld or delayed. E& Y will maintain a log of the individual 
Company Applications that have been removed from the Site and will make that 
log available for review by the Company upon its request 

5 .3 Subcontractors. Company agrees to E& Y's engagement ofTCS and Crystal 
Systems Solutions Ltd. to .provide Services as subcontractorshere_under. E&Y __ _ 
-may engage other-subcontractors, or diSCQntinue-the use of any subcontractor, in 
its reasonable discretion, but no such utilization shall relieve E& Y from its 
responsibility for the Services, including those performed by such subcontractors. 
E& Y shall inform Company in writing of any new subcontractors who E& Y 
expects to do a substantial amount of Services under a Schedule prior to the 
commencement of work by that subcontractor. 

5 .4 E& Y Materials. If E& Y elects to use any software tools or other proprietary 
- materials to perform the Services, E&Y shall be responsible for obtaining all 
rights and licenses necessary to use such tools and materials to perform its 
obligations in accordance with this Agreement. 

6. Company Management and Company Contract Responsibilities. 

6.1 Management Responsibilities. Company's executive management-shall be 
~nsible for determining the overall direction of the Services, determining • 

• whether the_ Services to l?e performed will satisfy Company's needs, providing 
active sponsorship of the project throughout the Company's orgruµ.zation, 
establishing priorities as may be necessary.and consistent with the Services and 
evaluating the findings resulting from performance of the Services. 
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6.2 Cooperation, Support and Participation. During the term of this Agreement, 
Company shall: -

(a) . provide to E&Y, at no charge to E&Y, sufficient rights (including, if 
necessary, sublicenses under Tiiird Party Licenses) to all the Company 
Applications that are necessary or desirable to permit E& Y to provide the 
Services as contemplated herein, but Company shall have ho obligation to 
pay incremental costs associated with E&. Y's use of Company 
Applications at any off-Site location unless such cost is approved by __ 
Company as set forth in a Schedule. In the event E& Y requires use of.a 
Company Application off-Site and the cost of such use-is·not included on 
a Schedule, E& Y will notify Company. If Company elects to obtain such 
rights> the Schedule will be amended accordingly. If Company elects not 
to obtain such rights, E& Y will- discontinue its work on the Application to 
the extent such work requires use of the Company Application at an off­
Site location; 

(b )- -provide-~ Y with all data, information, access to the _Company Fadlities 
( or make other. arrangements as necessary to such-effect) and other . · 
resources and support as may be appropriate to enable E& Y to perform_ 
the Services in a timely manner and otherwise fully -cooperate with E& Y 
in connection therewith; 

(c) timely participate in meetings and make-its.personnel readily available for 
such meetings; 

• -- (d) -participate in the developmehtot: and approve, ~e Conversion Pl~ <m.d _ 
• the Detailed Conversion PlanS and Test SU\tes for Jhe applicable Clusters, · 

and provide notices to E& Y in accordance with Section 11; and 

( e) assign personnel ·with relevant training and experience to work as p~ of a . 
project team with E&Y or in consultation with E&Y1s.perscmnel. • 

. 7. Coordination and Project Management. . 

7.1 BCBSM Program Director. With respect to ~e_ Servfoes contemplated by _a _ _ 
Sch~ule, Company- shall assign . and staff a BCBSM Program Director position," • 
as well as such other positions as may be contemplated by_ such Schedule, on 
the basis designated in such Schedule, during :the full term of the Services 
contemplated by such Schedule. -The initial BCBSM.Program Directonmder a 
Schedule shall be named in sucli Schedule, but subject to Section 5.1 hereof, . 
may be replaced upon written notice to E&Y. The BCBSM Program Director 
shall have primary operatfonaj responsibility for coordinating on behalf of the 
Company its joint activities with -E& Y undertaken under such Schedule, for th~ 
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- performance of Company~s obligations thereunder, for coordinating the 
performance of the Services with E& Y, for acting as a day-to-day contact with 
the E&Y Engagement Director and for making available to E& Y the data, 
facilities; resources and other support services from Company required for · E& Y 
to be able to perform the applicable Services in a timely_ and professional 
manner. Company shall assign and staff the BCB~M Program Director position, 
as well as all other Company positions described in a Schedule, on a full-time · 
basis, _ during the full term of the Agreement. 

E& Y Engagement Director. The E& Y Engagement Director shall have _ _ 
primary operational r~sponsibility for coordinating on behalf of E& Y its joint 
activities with ·the Company-undertaken hereunder and for E& Y's performance 
of the Services, including all E& Y Personnel and other technical resQurces ~ 
by E& Y in })erforming the Services, and will serve as day-to-day conta~t with 
the BCBSM Program Director; 

7.3 • Performance Reports. The E& Y ~ngageineiit Director shall provide to the 
parties written reports on the performance_ of the Services described in the­
applicable Schedule, identifying ~y known sjgnificant pro}?lems that are 
unresolved and any· details concerning their expected resolution. E& Y agrees; in 
providing -and reporting on-Services, to follow the applicable standards and 
processes -defined and -maintained by the Program Management 01:$.ce within • 
the. Company. The applicable standards. and processes an~ identified in Exhibit 
F and may be .modified by mutual agreement ·of E&Y and Company. • --

.7.4 _ -Technical Changes and Amendments.- Toe--BC.BSM Program .Owner and the 
E& Y Engagement Partner may propose, accept and implement changes to-_ 

• technical aspects of the Schedules-by signing amendments to the Schedules 
setting forth such changes; provided -that if the parti~ wish to make any other 
changes to the Schedules that affect the compensation payable hereunder or 
materially change the Services or any-other changes-to this Agreement, such 

• changes-shall be submitted to BCBSM Program Owner and _the E&Y. • 
Engagement Partner for -approval and, if approved by thein, shall be -reflected in­
an amendment of this Agreement _executed by both parties. 

• 8~ _ Proprietary Rights. 

8.1 Data and Reports. _ All data or information originating with the Company or 
Company Affiliates and received by E&Y, its vend<>rs or subcontractors for.the 
use in connection with the_ Services shall remain the property of the originator 
and its _ licensors. Upon . full payment, all reports specifically pr~pared for 
Company and any work products that are prepared as part of and embedded in 
the converted Company Appl~cations (collectively "Work Product'J shall be 
the property of Company, and E& Y shall, and shall cause its vendors and 
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subcontractors to directly or indirectly assign to Company any and all right, 
title. and interest, including, without limitation, copyrigh~, trade secrets, and 
other intellectual property rights to Work Product_ E&Y shall, and if necessary 
shall cause its vendors and . subcontractors to, give. Con:ipany reasonable 
assistance and to execute any documents· reasonably required, at Company's 
expense, to perfect such assignment . However, notwithstanding f!ie foregoing, 
• E&Y m3:y, and may permit its vendors and subcontractors to, use internally • 
Work Product in support of its Services, . subject to its obligations set forth in 
Section 9. In addition, E&Y and its vendors and subcontractors retain all rights 

•. iii_ data, desigiis, models, methodologies, analysis f~eworks, Ieadiiig practices, 
specifications and other elements of.the Work Product ("Technical Elements") 
that are owned, developed or used by E& Y. prior to, or independently from, the 
Services. - To the extent that any-Technical Elements .that are owned, develop~d 
or used by E& Y prior to or. independently from the Services are integrated into 

• any Work Product, E&Y hereby grants-to Company and Company-Affiliates a 
perpeUJa4 worldwide, paid-up license to use, copy, modify and· sub license such 
Technical ·Elements as integrated into such Work Product to the_full .extent · 
necessary to eriable :Company to exercise-all the-rights of ownership it . • 

- otherwise has in the. Work Product_ Conversely, Co~pany grants to E& Y a . · 
. perpetual, worldwide, paid:..up license to use, copy, and modify and· sublicense 

any Technical Elements developed by E&Yhereunder in the course of 
providing services _to other clierits, so long as such-use would not disclose 
Company's confidential information or inherenpy clisclose Company's identity. 

8.2 . E&Y and Tbird -P.arties'- Proprietary Property. E&Y at)d E&Y~s ven~ors o~· -__ 
subcontractors (with respect to proprietazy property provided by such ve_ndors 
or subcontractors) will have and retain all right, title and interest, including 
ownership of copyrights, patents,. trade secrets and other intellectual property 
rights in anci to all tools and methodologies, .or other intellectual property that 
is owned, developed or used by E&Y orits vendors or subcontract~rs prior to 

. or independently from the Services (including ·the Technical Elements and 
intellectual property embodied therein), including any. enhancements~­
improvements-or-other derivative works _thereof developed in the course of 
E& Y; s or its · su~ntractors' performance under -this Agreement· E&Y and any • 
ofits subcontiact()rs retain the right to use ·their ·kriowledge, experience, and 
lqiow-how including processes, ic!eas~ concepts and techniques gained, in the 
course of performing the Services, in the .course of providing consulting 
servi~ to other clients, so long as such use would not disclose Company's 
confidential information or -inherently disclose Company's identity. 

9. Confidential Information . . 

9 .l Restrictions. Each party agre_es that with respect to any Confidential 
Information (defined below) that is disdo~ by one party, and in the case of 
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.. 
i • 

Company by Company Affiliates or their vendors and subcontractors, and in 
the case E& Y by E& Y vendors and subcontractors, to the other party in 
connection with . the Services to be provided under this Agreement, except as 
expressly provided in this Agreement, the party receiving such Confidential 
Information shall hold the same in confidence and treat it with at least the same 

. degree of care it treats its own Confidential Information of a similar nature, but 
in no event with less than reasonable care. 

"Confidential Information" means all information that is not generally known to 
· the public and in which either party or sµch Company Affiliates> vendors or 
subcontractors has rights, which information is marked confidential, restricted 
o.r proprietary by the party having rights in . the same> or which uncfer all the 
circumstances ought reasonably to be treated as confidential or proprietary, 
including this Agreement and any confidential or proprietary property of any 
vendors or subcontractors hereunder. Notwithstanding the foregoing, 
Confidential lnfQrmation does notinclude information that ·(i) is, _as of the tim~ 
of its disclosure, or thereafter becomes, part of the public domain through a • 
source other than the Company or Company Affiliates in the case of 

• information they· are required to hold in confidence or E& Y, its vendors and 
subcontractors in the case of information they are required to hold in 
confidence; (ii) was known to the receiving party as of the time of its 
disclosure and not subject to any other confidentiality obligation; (iii) is 
independently developed by the receiving party without reference to the r 
Confidential Information; or (iv) is subsequently learned fro_m a third party 

-(i.e., not E& Y or its vendors or subcontractors, Company or its Company 
Affiliates; or any of their respective employees or agents) not subject to an 
obligation of confidentiality with respect_ to the information disclosed. 

9_.2 Exceptions. Nothing in this Agreement shall _limit the al?ility of a party in 

93 

possession of the Confidential Information of the other to disclose such 
Confidential Information, and such party shall have no liability for such 
•disclosure, if such disclosure: (a) is required to be made pursuan~ to law or 
. regulation, duly authorized subpoena or other legal process or order of any 
court or other government authority (but the -receiving party will provide notice 
to . the disclosing party prior to such . disclosure); (b) is required to be made to a · 
court or other tribunal in connection with the enforcemeJ?-t of such p~'s rights . 
under this Agreement; or ( c) is approved by the prior written consent of the 
disclosing party. The terms of this Section 9 shall not limit any of the rights of 
the parties as set forth in Section 8. • 

Survival of Restrictions. The terms of this Section · 9 will survive the expiration 
or earlier termination of this Agreement for five (5) years. 
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10. 

9.4 

9.5 

Company Affiliate. The Company shall cause Company Affiliates to treat all 
Confidential Information received by any such Company Affiliate with the 
same degree of care that the Company is obligated to treat such Information. 

E& Y Personnel, Vendors and Subcontractors. E& Y shall cause E& Y vendors 
and subcontractors to treat all Confidential Information received by any such 
ven_dors and subcontractors with at least the same degree of care that E& Y is 
obligated to treat such Information, but in no event less than· reasonable care. 
E&Y agrees to cause all E&Y personnel, and to use reasonable efforts to cause 
the vendor and subcontractor personnel, who perform Services at the Site to 
sign a confidentiality agreement in the form of Exhibit G or policy in favor of 
and in a form ~sfactory to Company prior to performing any such Services. 

Relationship of Parties. • 

l 0.1 • -Independent Contractor. _. Nothing herein contained will be construed to imply a 
joint venture, partnership or principal-agent relationship between the parties, or 
co-employment or joint employment by Company of any personnel retained .by • 
E&Y . . E&Y, in furnishing Services·to. Company hereunder, is acting only as an 
independent contractor. E& Y does not undertake by this Agreement or 
otherwise to perform any obligation of Company, whether regulatory or 
contractual, or to assume any responsibility for Company's business or · 
operations. The parties agree that, _to the fullest extent permitted by applicable • • 
law, E& Y has no~ and is not, assuming any duty or-obligation that Company 
may owe to its customer$ or .any other Person. Each party. shall indemnify and 
hold the other ·party harmless from and •against any -and· aU claims, loss, cost. 
damage or expense suffered or incurred by such other party .-arising from or 
relating. to the assertion that any personnel of the indemnifying party or its 
affiliates or subcontractors is an employee of the other party or entitled to the 

. rights or benefits of such an employee. 

10.2 Concerning Employees of Company and E&Y. P~rsonnel supplied by either 
party will be deemed employees of such party and will not for any purpose -be 
considered employees or agents of the oth~r party. Except as may ~therwise be 
provided in this Agreement, each party shall be solely -responsible for the 
supervision, daily direction and control of its employees and payment of their . 
salari~ (including withholding of appropriate-payroll truces), workers' 
compenSatio~ disability benefits and the like. 

. 10.3 No Solicitation. Neither party shall permit any of its employees performing­
any work in connection· with this Agreement to directly or indirectly knowingly 
solicit, as an employee, independent contractor or otherwise, any employee of 
the other party involved in ~g out this Agreement during the term of this 
Agreement or for eighteen (18) ·months thereafter. 
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11. Testing. 

I I.I Test Suite and Target Test Results. In accordance with the applicable Detail~ 
Conversion Plan, Company shall develop or prepare, in consultation with E&y-
and for E&Y's review and approval (which shall not be unreasonably • 
withheld), processes, tools, test scripts and the technical environment to be used 
to determine whether·each of the Clusters to which such Detailed Conversion 
Plan applies meets the Year 2000 Processing Requirements and other 
requirements as may be specified in a Schedule specified in such Detailed 
Conversion Plan (the "Test Suite") and the results of such tests that shall 
demonstrate whether the applicable Cluster so meets such requirements (the 

• "Target Test Results"). Each Detailed Conversion Plan shal.I also set forth the 
• duration of the initial testing period for each· Cluster (the "Initial Test Period"). 

Within the Initial Test Period after completion :of the conversion of a Cluster 
and the delivery of the source code for that ~luster, · Cm;npany shall perform the 
tests included in -the Test Suite with respect to such Cluster, document the 
results· of such tests in reasonable detail (the.-"Actual Test Results") and provide 
to E& Y the Actual Test Results in writing. • If the Actual Test Results are 
consistent in all material respects with the Target Test Results, Company ·shall . 
issue to E&Y, by the end of-the Initial Test Period, a writttn notice of approval 
in the form of Exhibit C (the "Appr-0val Notice'') with respect to the applicable·· 
Cluster. If the Actual Tests Results fail in any material respect to be consistent 
with the Target Test Results, the. Company shall ·identify the material • 
inconsistencies ("Identified Inconsistencies") in .reasonable· detail and E& Y. snail 
provide further Services with respect to the ·applicable Cluster pursuant to the 
tenns of this Agreement At the conclusion of the further Services, E& Y shall 

• ·redeliver the applicable ·<;Iuster to Company for re-performance of theTest . 
Suite for the applicable Cluster with respect to such Identified Inconsistencies. 
After redelivery of the applicable Cluster,. Company will then have fifteen (15} • 
business days, or such other period a,s may be agreed upon by the parties, in 
which to re-perform the Test_ Suite with respect to the Identified Inconsistenci~s 

- (the "Re~Test Period") and to issue an· Approval Notice or a report of any 
·remaining Identified Inconsistencies. Any remaining Identified Inconsistencies 
will be addressed in the same manner as indicated .above until there are no 
remaining Identified Inconsistencies. E& Y will not charge Company for any . 
fees for the first fifty (50) hours of work in correcting Identified Inconsistencies· 
for any Cluster (for up to a maxµIlum of twenty (20) Clusters), provided that . 
Company-notifies E&Y of such Identified .Inconsistency in accordance with the 

. test process described above, but in any case within sixty ( 60) days after the 
delivery of such Cluster. Any such hours that remain unused for a Cluster may 

-not be carried over to another Cluster. 

11.2 • Failure To Conduct Test If ~mpany fails to provide to E&Y- the Actual Test 
Results in writing·within the applicable Initial Test Period or any Re-Test 
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Period described in this Section 11, Company shall be deemed to have 
approved the applicable Cluster and to have provided to E& Y _an Approval 
Notice for such Cluster. 

11.3 - Final Approval. If a Cluster for which an Approval Notice has bee~ or is 
deemed to have been, issu¢ con~ a "bridge" that still has to be removed·.by 
E& Y, the Company will have fifteen ( 15) business days ·or such _ other ·period as 
may be agreed upon by the parties (the ~~Final Test Period'j -~er E&Y 
removes the "bridge", in which to provide ~y with written notice of final · 
approval, in the form of Exhibit D, (the "Final Approval-Notice") or a written 
notice in reasonable · detail of any material inability of such Cluster to interact 
with programs, data and- processes and procedures that have been convened to 
rrieet Year 2000 Processing Requiremen~ and other requirements as· may ·be _ 
defined in a Schedule, by E&Y and -its subcontractors (a "Mat_erial Interaction 
Problem"). If the Company notifies E& Y of a. Material Interaction Problem; 
E& Y shall provide further Services with respect to the · applicable Cluster 
pursriant to the terms of this Agreement· At the conclusion of the further 
Services, E&Y -shall redeliver the applicable Cluster to the Company, at which 
time-the process described above with respect to such Cluster shall be repeated . •. 
until there are no remaining Material Interaction-Problems with respect to that . 
Cluster. If the Company fails to provide E& Y with a -Final.Approval Notice or 
a notice -of a Material Interaction Problem within the Final Test Period, the · 

. Cluster ·shall- be deemed to have no Material Interaction- Problem and the 
. -- Company shall be-deemed to have provided E&Y with a-Final Approval · • 

Notice. 

11.4 Exclusions. The obligations of E& Y under this Agreement shall riot be • _ 
applicable with respect to any abnormal· operation, impairment or calculation 
that is caused by :(i) the quality of the data sought to be processed with the 
Company Application, (ii) the subsequent modification of any Company 
Application (other than by E& Y and E& Y subcontractors), or .(iii) the use ·of 
the Company Application in a manner inconsistent with -the way it has been 
historically ~ by Company or as otherwise provided in the Detailed • 
Conversion Plan. . • • 

11.5 Scope of Obligations~ E& Y's only obligation with respect to Identified 
Inco·nsistencies and Material Interaction Problems shall be to_ perform further 
-Services at its ·then-current- rates ( except as otherwise-provided in Section 11.1) 

. as set forth in Sections 11. l and 113 untii it. determines that it is no longer 
reasonable to continue to do so. E&Y shall have no further _obligation or 
·liability whatsoever with respect to any Cluster after_ an Approval ·Notice and, if · 
applicable, a Final Approval Notice, for such Cluster has bee~ or is deemed to 

_ have been, 1.ssued. 
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12. Tennination. 

12.1 For Convenience. The 'company shall have the right to terminate any Schedule 
for convenience, in whole or part, at any time, by giving E& Y thirty (30) days 
w,ritten notice: prior" to the effective date :of such termination, . subject to the 
Company's payment to E& Y of redeployment- fees m the amount set forth in 
such Schedule. 

12.2 For Breach_ If either party should fail materially to fulfill its obligations 
under this Agreement, the non-breaching-party shall have the right to tenninate 
this Agreement, in whole or in part, at any time as of which such breach or _ 
default persists uncured for thirty (30) days after receipt by . the breaehing party 
of written notice from the non-breathing party of such breach or default. 

12.3 For Insolvency_ In . the event . that either party ceases conducting ·business in the 
normal course,-becomes insolvent, makes a ·general assignment for the benefi~_ 
of creditors, suffers or permits. the appointment of a receiver -of all or • 
substantially all of its business or assets, then the other . party_ may terminate thi5 
Agreement· and; upon such termination, any property-or rights of either party,- -
tangible or intangible, shall forthwith be returned to · it-

12.4 ConseQuences. Upon-termination; each party shall immediately return 
confidential data and-othflr information supplied by the other party except as 
-perm1tted in Section .9-- (Con.fidential Information). If this -Agreement and/or 
any' Schedule is terminated, -Company will be entitled to re~ive all applicable 
Work Products and reports, complete ot incomplete, in hard copy. and - . -. 
-electronic versions, subject to full paYrp.ent to E&Y p~t to Section 12.5. 

·12.5 Payment Obligations Survive. In the event of-termination of this Agreement 
for any reason, the Company shall pay E& Y all_ accnied fees and expenses as 
specified i,n fue applicable . Schedule for any and all Services rendered, and alf 
expenses related thereto·1 up .to ·the effective date of the termination.. .In -the ~ 
-event of any termin~tion of this Agreement by Company, other than because_.of 
• .E& Y, s material breach · of this Agreement or E& Y's insolvency, Company . Vf.ill 
in addition pay to E&Y ·the redeployment fees specified in the applicable 
Schedules. 

13·_. Covenant. 

If after Company places the 1~ of the converted Company Applications into 
production, Company provides E&Y ~th written ·notice. in reasonable detail -of 
material -non-performance issues -with respect to the ability of any converted Company 

• Applications to meet Year 2000 Proc_essing Requirements and other requirements • 
specified in the Schedule, E& Y and, at E& Y's discretio~ its subcontractors will • 
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provide further Services to the Company with respect to the converted Company 
Applications for a period of up to sixty ( 60) days after receipt by E& Y of said notice 

· from Company, ( unless E& Y and, if applicable, its subcontractors agrees to an 
extended period). If after such sixty (60) day period Company experiences a major 
problem involving Year 2000 Processing Requirements, then, unless this Agreement or 

. any Schedule has been terminated by either party for cause or Company has terminated 
this Agreement or any Schedule for convenience prior to the completion of E& Y 
conversion work thereunder, E& Y will use reasonable eff~rts to supply Services to 
assist Company with resolving such problem, subject to the availability of the required 
E& Y personnel. The further Services provided pursuant to this Section 13 will be 
• performed by E& Y cllld its subcontractors, if applicable, at E& Y's and such 
subcontractors'. then current rates. 

14.- .Warranty Disclaimer and Li~itations of Liability. 

14.1 Warranty Disclaimer. BECAUSE OF THE COMPLEXITY, NOVELTY, 
.AND LATENT NATURE OF YEAR 2000 DEFECTS AND 
DEFICIENCIES AND THE ROLE OF E&Y AND ITS 
SUBCONTRACTORS IN ASSISTING COMPANY'S REMEDIAL 
.EFFORTS, E&Y AND ITS SUBCONTRACTORS MAKE NO 
WARRANTIES· OF ANY KIND OR NATURE, WHETHER EXPRESS OR 
IMPLIED, INCLUDING, BUT·NOT LIMITED TO, WARRANTIES OF 
MEE.CHANTABILITY_OR FITNESS FOR A.PARTICULAR PURPOSE 
OR USE, WARRANTIES OF UNINTERRUPTED fERFORMANCE OF 

• _ SYSTEMS OR APPLICATIONS, OR WARRANTIES· OF ANY • 
- PRODUCTS OR SERVICES PROVIDED BY A THIRD PARTY 

VENDOR, ALL OF WIIlCH WARRANfIES E&Y AND ITS 
SUBCONTRACTORS EXPRESSLY DISCLAIM.· E&Y AND ITS 
SUBCONTRACTORS IN PARTICULAR DO NOT WARRANT THAT 
THE EXISTING COMPANY APPLICATIONS, WHEN CONVERTED, 
WILL MEET YEAR 2000 DATE PROCESSING REQUIREMENTS OR 
WILL OPERATE UNINTERRUPTED OR ERROR FREE, OR THAT 
THE CONVERSION BY COMPANY OR OTHER THIRD PARTIES OF 
AN¥° COMPUTER APPLICATION, SOFfWARE, HARDWARE, OR 
EQUIPMENT WILL MEET YEAR 2000 DATE PROCESSING 
REQUIREMENTS OR WILL OPERATE UNINTERRUPTED OR ERROR 

.FREE, OR THAT ALL EXISTING COMPUTER SYSTEMS, 
APPLICATIONS, SOFTWARE, HARDWARE, AND EQUIPMENT THAT 
REQUIRE REMEDIAL EFFORTS WILL BE IDENTIFIED AND 
ASSESSED. 

14~2 Limited Liability. TO THE FULLEST EXTENT PERMITIED BY 
APPLICABLE LAW, IN NO -EVENT WILL THE TOTAL CUMULATIVE 
LIABILITYTO COMPANY OF E&Y AND ITS SUBCONTRACTORS, 
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COLLECTIVELY, FOR ANY AND ALL CLAIMS OR CAUSES OF 
ACilON OF ANY KIND, INCLUDING CONTRACT, TORT OR 
OTHERWISE, ARISING OUT OF OR RELATED TO TIDS 
AGREEMENT OR THE SERVICES EXCEED THREE (3) TIMES THE 
AVERAGE MONTHLY FEES PAID TO E&Y UNDER THIS 
AGREEMENT (CALCULATED FOR THE LAST TWELVE (12) 
MONTHS OF THIS AGREEI\1ENT OR, IF LESS, THE TERM OF TIIlS 
AGREEMEN1). 

14.3 Exclusion of Certain Damages. In no event will E& Y, its subcontractors, or 
Company be liable, for any reason, for consequential, incidental, indirect, 
punitive, or · special damages, including loss of profits, revenue, data, use of 
money, business opportunities, or goodwill, regardless of whether such liability 
is based upon a claim-of breach of contract, tort, or otherwise and of whether 
a party has been advised of, or is, aware, that such damages have been or may 
be incurred. 

14.4 No Recourse. COMPANY AND ITS SUBSIDIARIES AND COMPANY 
AFFILIATES SHALL HA VE NO RECOURSE AGAINST, AND SHALL 
BRING NO CLAIM (IN THE NATURE OF CONTRIBUTION OR 
OTHERWISE) AGAINST, E&Y, ITS SUBCONTRACTORS OR THEIR 
RESPECTIVEPARTNERS, OFFICERS, DIRECTORS, AGENTS, 
CONSULTANTS AND EMPLOYEES WITH RESPECT TO (I) ANY 
TIIlRD-PARTY CLAIM (FROM ALL CAUSES OF ACTION OF ANY-. 
KIND, INCLUDING CONTRACT, TORT OR OTHERWISE) AGAINST 
COMPANY OR ITS SUBSIDIARIES OR COMP ANY AFFILIATES 
RELATED TO OR ARISING OUT OF THIS AGREEMENT OR THE 
SERVICES OR (Il) ANY LOSSES, LIABILITIES, DAMAGES OR 
EXPENSES (IN_CLUDING ATTORNEYS' FEES AND EXPENSES) 
INCURRED BY co~ ANY OR ITS SUBSIDIARIES OR COMP ANY 
AFFILIATES AS A RESULT OF ANY SUCH THIRD-PARTY CLAIM; 
provided that the foregoing shall not apply to any act or omission which 
constitutes a breach of Section 9 hereof. Notwithstanding any other provision 
of this Agreement, Company's recourse with respect to any matter (including, 
without limitation, · any obligation of E&Y or any of its affiliates hereunder) 

• shall be only against the assets of E&Y, ·and Company shall have no recourse 
against, and shall bring no claim against, any individual partner of E& Y or the 
assets thereof. Company's subsidiaries and affiliates are deemed a third party as 
that term is used in this Section 14.4 ·and in Section 14.5. 

14.5 Indemnity. Company shall indemnify, defend and hold harmless E&Y, its 
subcontractors and their respective partners, officers, directors, agents, 
consultants and employees · ("E& Y fodemnitees") from and against (i) all claims 
and causes of action of any kind, including contract, tort or otherwise, by any • 
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third-party Person other than another E& Y Indemnitee (herein a "Covered 
Claim") related to or arising out of this Agreement or the Services and (ii) any 
losses, liabilities, damages or properly incurred expenses (including, but not 
. limited to, reasonable att~rneys, fees and expenses incurred by the E& Y 

• Indemnitees in any action or proceeding between an E&Y Indemnitee and any 
third-party Person ~r otherwise) that are incurred by the E&Y Indemnitees as a· 
result of any such Covered Claim ("[Q.dempified . Costs"). Company shall __ 
reimburse the E& Y lndemnitees for such Indemnified Costs as they are 
incurred by the E& Y Indemnitees. If any third party shall notify any E& Y 
Indemnitee with respect to any Covered Claim which may give rise to a claim 
for indemnification against Company under this Agreement, then such E& Y 
Indemnitee· shall promptly -notify. Company thereof in writip.g. Company will 
have the exclusive right to defend the relevant E& Y lndemnitees against flie 
Covered Claim with counsel of Company, s choice provided that Company so 
notifies the notifying E& Y Indemnitee in writing within twenty (20) days after 
the E& Y lndemnitee has given notice of the Covered Claim. So long as 
Company is conducting the defense of the Covered Claim: 

(a) The E&Y Indemnitee may retain separate co-counsel at its sole cost and 
expense and participate in the. defense of the Covered Claim; and 

(b) The E&Y Indemnitee wiU not consent to the entry of any judgment or 
enter into any settlement with respect to the Covered Claim without the 
prior written consent of Company, which consent shall not . be 
unreasonably withheld. 

14.6 Reliance by Subcontractors. The provisions of this Section 14 shall operate for 
the benefit of, and may be enforced. by, any-subcontractor performing services 
on behalf of E& Y hereunder. 

14. 7 Agreement by Company Affiliates. • Company shall obtain from each Company 
Affiliate, for which Company, s conversion efforts are bemg undertaken · -
pursuant to this Agreement, its written agreement, substantially in the form of 
Exhibit H, to the exclusions, limitations and disclaimers set forth in this Section 
14, together with a confirmation that E&Y is entitled to rely upon such written 
agreement Company shall provide E& Y a copy of each such written 
agreement. 

15. Trademark and Trade Name. This Agreement does ri<?t give either party ownership 
in or right to use the other party, s trade name or trademarks. 

16. Force Majeure. Each party hereto shall be excused from default or delay in the 
performance of its obligations hereunder if and to the extent that such default or delay is 
caused by an act of God, or other cause beyond such party's reasonable control, including but 
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not limited to, war, revolutio~ work stoppages, strikes, fires, riots, accident, · explosion, flood, • 
storm, or failures or fluctuations in electrical power, heat, light, air conditioning or 
telecommunications equipment, or, in the case of a default or delay in performance by E&Y, 
the failur~ of Company to d~scharge its responsibilities pursuant to Section 6~ In such event, 
the nonperforming party ·shall be excused from performance for_ as long as such circumstances 
prevail and shall immediat_ely notify the other by telephone (to be confirmed promptly in 
writing) of any actual or anticipated delay. 

17. Dispute Resolution. 

17 .1 Disagreement. If any E& Y personnel and Company personnel performing 
work in connection with this Agreement are unable to resolve an issue arising 
under or in connection with thts Agreement, either may submit such 
,disagreement to the BCBSM Program Owner and the E& Y Engagement 
Partner. If they are unable to resolve the ~isagreement within three (3) 
business days thereafter, then either party may submit such ·disagreement to the 
BCBSM Exec:utive Sponsor and the E& Y Project Advisor within three (3) 
business days after· such .determination, and such individuals shall attempt ·in • 
good faith to resolve such disagreem~nt, within five (5) business days. • If, after 
following the procedure set forth in this Section 17. I, the parties do not resolve 
• their disagreement, eith~r party may demand that the parties seek ·to resolve the 
disagreement. by using the dispute resolution process set out below. The parties 
acknowledge the importance of avoiding delays in performance of the Services 
·in order to allow completion . of the Services in a timely manner and, 
notwithstanding the time periods set forth in this Section, will seek to resolve 
any dispute as quickly as practicable. 

17 _2 Other Resolution. If a dispute cannot- be resolved pursuant fo actions required 
or agreed to under Section 17. I, either party may submit the dispute to 
voluntary mediation· or binding arbitration in · accordance with the dispute 
resolution procedures set forth in Exhibit E. Judgment on ariy arbitration • 
award may be entered in any court having jurisdictioll. 

. . 

._ . 173 Injunction~ Nothing .c.ontained herein ~hall prohibit either party_froll). seeking 
injunctive relief from · a court of competent jurisdiction to enforce !4e 
restrictions, imposed by Article 9, hereof. 

17.4 ·Continuing Work. Unless Company terminates the specified Services under a ' 
Schedule in accordance with Section 12.1, E& Y and all its vendors and 
subcontrac.tors shall continue to provid~ Services and Company. shall _ continue 
·to perform its corresponding-obligations .under such Schedule notwithstanding · 
that a dispute remains wrresolved, so Imig as Company con~ues to pay 
fo:nounts owed under this Agreement. 
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18. Further Understandings. . 

18.1 Notices. All notices · and other communications Tequired or permitted under this 
Agreement ( except for direct c01;nmunicatio~ between the · BCBSM Program 
Director and the·E&Y·Engagement Director as contemplated in Section 7) shall 
be_ in writing. Notices shall. be deemed given when actually received. All 
communications shall be sent to the designated representative of the receiving 
party, via certified mail, air courier or confirmed · facs~ile, as set forth below 
_or to such other representative or pla~ that such party_ may have provided for 
purposes of receiving notices as provided in this Section 18.1 . 

. To E&Y: 

Ernst & Young LLP 
500 Woodward Avenue 
Suite 1600 
Detroit, MI 48226 

Fax: (313) 596-7102 
_Attn: Joseph H. Hohner 

To · Company: 

BCBSM, Inc. 
3535 Blue Cross Road­
P.O. Box 64560 
St. Paul, Minnesota 55164 

Fax: (612) 405-7391 
Attn: Michael J. Ubl· 

18.2 Binding Nature. This Agreement shall be binding .on· and inure to the benefit . 
• of the parties.and their respective·successors and permitted ~igns. 

18.J • . · Severability~ If any provision of this Agreement, or the application· thereof, is, · • 
for any reason and to any extent, determined to be invalid or unenforceable, the 

. remaining provisions of thi~ Agreement shall be interpreted so as best to 
reasonably effect the intent of the parties. The parties further agree to replace 
. any such invalid or unenforceable provisions with valid and enforceable 
provisions designed to _ achieve> to fue extent. possible> .the business pW]>Oses and 
intent of such invalid and unenfo~ble provisions. • 

· 18.4 -Entire Agreement; Amendments. • This Agreement and the Schedules and 
Exhlbits hereto constitute the entire agreement between the parties with r~pect 
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to the subject matter hereof and supersedes all previous agreements and 
understandings between Company and E& Y with respect to .the -subject matter 
hereof. There are no representations, warranties, understandings or agreements 
relating to the subject matter hereof which are not fully expressed in this 
Agreement. No amendment, modification, waiver or discharge of .this 
Agreement shall be valid unless in ~ting and signed by an authoriz.ed 
representative of the party against whom such amendment, modification; waiver 
or discharge is sought to be enforced in accordance with the procedure set -forth 
in Section 7. 

18.5 Governing Law; Statute Limitations. This Agreement shall be governed by the 
laws of-the State of Minnesota, excluding its conflict of law rules. Each party 
waives and relinquishes any right it may have to assert any ·claim arising. under - • 
or based on this Agreement more than three (3) years after the time such party 
-knew or should have known that such claim arose. 

18.6 No Waiver. _ No waiver of, or failure to exercise, any option, right or privilege 
under the terms of this Agreement by either of the parties hereto on any 
occasion or occasions sha.IJ be construed to-be a waiver of the same on any 
other occasion or of any other option, right or privilege. 

. . 

18.7 Headings and References. - The headings and captions in this _Agreement are 
used for convenience orily and are not to be considered in construing-·or 
interpreting this Agreement. All references in this Agreement to Sections or· 
Exhibits shall, unless otherwise provided, refer .to Sections hereof or Exhibits 
attached hereto, all of which Exhibits are incorporated herein by ·reference. 

18.8 . Assignment This Agreement may not be assigned by either party,. in whole or 
in. part, without the prior written authoriz.ation of the other in its sole discretion. 
Any assignment in violation of the preceding sentence shall be void and of no 
effect. 

18.9 Third Party Beneficiaries. Except as provided in Section 14.6," this Agreement 
is entered solely by and betwee~ and may be enforced only by, E&Y and 
Company. This Agreement shall not be deemed to create any rights in third 
parties, including, without limitation, Company's subsidiaries and affiliates, 
suppliers and customers of either party, or to create any obligations of a party 
to any such third parties. 

18.10 ·survival. The provisions set forth in Sections 8, 9, 10, 12.4, 12.5, 13, 14, 15, 
17 .2 and 18 and the provisions of any agreement set forth in an Exhibit or a 
Schedule hereto to the extent expressly stated therein, shall survive the 
expiration or any termination of this Agreement 
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IN WITNESS WHEREOF> this Agreement has been duly executed by and on behalf 
of the parties hereto as of the Effective Date. 

ERNST & YOUNG LLP 

By:~ 

Name: · JcE ~\ot--\1\JER. • 

Title: Yf\\2.--nJEg_ 
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Exhibit A 

YEAR 2000 SERVICES AGREEMENT SCHEDULE NUMBER ~--

This Schedule· is issued pursuant to and is incorporated into a.YEAR 2000 SERVICES 
AGREEMENT dated as of September 16, 1997 ("Agreement,,) by and between BCBSM, Inc. 
with its principal place of business at 35~5 Blue Cross Road, St Paul, Minnesota 55164 ("the 
Company>') and Ernst & Young LLP, with its principal place of business at 787 Seventh 
Avenue, New York, New York 10019 ("E&Y,,). Any capitaliz.ed term _not otherwise defined 
herein shall have the meaning ascribed to it in the Agreeme:µt 

1. SCOPE OF SERVICES (Description of project ("Project"). E&Y agrees to 
provide the following Services for the Company in accordance with and subject· to the • 
provisions of the Agreement 

2. COMPENSATION. E&Y agrees to provide the services detailed in Paragraph 
1 of this Schedule in accordance with the following compensation schedule: 

3. COSTS AND EXPENSES. The Company agrees to reimburse E& Y for the 
following costs and expenses: 

4. START DATE OF SERVICES: 

5. TERMINATION DATE OF SERVICES (if applicable): _____ _ 

.6. AMENDMENT TO SERVICES AGREEMENT: The following are 
amendments to the Agreement, which amendments shall be ~ffective only with respect to this 
Schedule, and not with respect to any other Schedules the parties may have executed or may 
in f4e future execute under the Agreement: (INSERT AMENDMENTS.]!' • 

. 7.- DESIGNATED REPRESENTATIVES. The parties shall coordinate their work 
efforts on the Project and maintain a liaison through the persons named below or that person's 
. successor: 

For BCBSM: For E&Y: 

Name: • Name: ------- -----------,---
Title: Title: ----------

!I Note to E&Y: All amendments should be reviewed by E&Y Law Department. 
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8_ COMPANY AFFILIATES FOR WlllCH TIIE WRITTEN AGREEMENT 
J REFERENCED IN SECTION 14_7 ·1s REQUIRED: __________ _ 

9_ REDEP~OYMENT FEE_S (IF ANY)" _________ _ 

This Schedule has been duly executed by and on behalf of the parties hereto as of the dates 
set forth below_ • • • 

. BCBSM, Inc_ Ernst & Young LLP 

BY BY 

-NAME NAME 
.. 

i - ~ 

TITLE . UTLE ... 
. . 

DATE DATE 

'I 
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MISCELLANEOUS EXPENSE ALLOWANCE . 
!\OR CONSULTANTS 

January 30, 1998 

Exhibit B 

Transpoita.ion . . . . 

Lodging 

Air-Travel - Reimbursement will be .made for air fares purchased ·a1 coach 
.rates. The consulting firm -will make all reasonable efforts to purchase _tickets 
at the lowest ·-competitive market rate . 

. ~Ground TrailSpOrtation - Reimbursement will be made for ground 
transportation not to exceed $40 per day. 

:a Hotel -~ Lodging will be paid at the per diem ·rate t1p to $91 plus any • 
applicable taxes. • 

Meals 
Meals -- Meal expense will be paid at the per ~iem rate up to _$38. 

Other Expenses 
Reimbursement for any expenses other than Transpo~tion, Lodging, .and Meals 
will be the responsibility of the consultant unless otherwise specified in the 

_ applicable Schedule. 

BCBSM, Inc. reserves the right to request and receive receipts for any expenses greater than 
. ~75.00 incurred by_ the contractor that pertain to this contract. 

Note:_ Rates ·for lodging and meals are based on per diem allowances as pub_lished in the 
Federal Register, Volunie 62, #231 dated Tuesday, December 2, 1997 and the ffS. Master 
Tax Guide~ 
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Exhibit C 

APPROVAL NOTICE 

Date: 

To: Ernst & Young LLP 
. . 

BCBSM~ Inc. approves the {designate cluster] Cluster, as converted by E&Y. This 
constitutes an "Approval Notice" pursuant to the Agreement. 

BCBSM, Inc. 

By: 
Name: 
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Exhibit D 

FINAL APPROVAL NOTICE 

Date: 

To: Ernst & Young LLP 

BCBSM, Inc. approves the (designate cluster] Cluster> as converted by E&Y. 1bis 
constitutes a "Final Approval Notice" pursuant to the Agreement 

BCBS~ Inc. 

By: 
Name: 
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Exhibit E 

DISPUTE RESOLUTION PROCESS 

The following procedures shall be used to resolve any controversy or claim ("dispute") 
as provided in the Agreement If any qf these p~ovisions are determined to be invalid or 
unenforceable, the remaining provisions shall remain in effect and binding on the parties to 
the fullest extent permitted by law . 

. Mediation 

A dispute shall be submitted to voluntary mediation by mutual written agreement of 
the parties. In the mediation process> the parties will try lo resolve their differences 

• voluntarily-with the aid. of an impartial mediator> who will attempt to facilitate negotiations . . 
The mediator will be selected by agreement of the parties. If the parties cannot agree on a 
mediator, a mediator .will be designated by the American Arbitration Association ("AAA") or 
JAMS/Endispute: at the request of a party. Any mediator so designate4 must be acceptable to 
all parties. • 

The mediation will be conducted .as ~ified_ by the mediator and agreed · upon by the _ 
parties. The parties agree to discuss their differences in good faith and to attempl:, with the 
assistance of the mediator, to reach an amicable resolution of the ·dispute. 

The i;nediation will be treated as a settlement discussion and therefore will be 
confidential. The mediator may not testify for either party in any later proceeding. relating to 

• the dispute. No recording or transcript shall be made of the mediation proceedings. 

Each party will bear its own costs in the mediation. The fees and expenses of the 
mediator will be shared equally by the parties. 

Arbitration 

If a dispute has not been resolved ':{ithin .5 days after the .actions described in Section 
17. I of the Agreement Of:, if the parties agree to proceed with mediatio~ within 20 days after · 
agreement to mediate has been reached ( or a longer period, if the parties agree to extend the 
mediation), the dispute may be submitted to arbitration by either party. 

The arbitration will be condu~ted before a panel of three arbitrators, regardless of the 
size of the dispute, to be selected as pri?vided in the AAA Rules. Any issue concerning the 

. extent to which any dispute is subject to arbitration, or concerning the applicability, 
• interpretation, or enforceability of these procedure~ including any contention that all or part 
of these procedures are invalid or unenforceable> shall be governed by the Federal Arbitration 
Act and resolved by the arbitrators. No potential arbitrator may serve on the panel unless he 
or she has agreed in writing to abide and be- bound by these procedures. 
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. Unless otherwise provided for in the Agreemen~ the arbitrators may not award 
non-monetary or equitable relief of any sort_ They shall have no power to award (i) damages 
inconsistent with the Agreement or (ii) punitive damages or any other damages not measured 
by the prevailing party's actual damages, and the parties expressly waive their right to obtain 
such damages in arbitration or in any other forwn. In no event, even' if any other portion of 
these provisions is held to be invalid or unenforceable, shall the arbitrators have power to 
make an award or impose ~ remedy that could not be made ~r imposed by· a: court deciding 
the matter in the same jurisdiction. · 

No discovery will be permitted in connection with the arbitration unless it is expressly 
authorized by the arbitration panel upon a showing of substantial need by the party seeking 
discovery. -

All aspects of the arbitration shall be treated as confidentia_L Neither the parties nor 
the arbitrators may disclose the existence, content or results of the . arbitration, except as 

• necessary to comply . with legal . or regulatory requirements. Before making ·any such • 
disclosure, a party shall give written notice to all other.parties.and shall afford such parties a 
reasonable opportunity to protect their interests. 

The result of the arbitration will be binding on the parties, and judgment on the 
arbitrators' award may be entered in any court having jurisdiction. 
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Exhibit F 

Project Management-O_ffi.ce (PMO) Sfandards 

-E~ Y and Company will adhere to the following project management standards during the 
-engag·ement of this contract. 

L There will be one ~nterprise level Year 2000 plan for the Conipan:y. The Program 
Office established within , Company's U.S. organization wiU maintatn the Year 2000 
Plan. • •• 

2. All project plans will _be created and maintained using Microsoft's project manag~ment 
tool, MS Project. 

. 3. Status reports for all projects will be semi-monthly and conform to Company's 
existing fomiat. 

4. An issues log will be maintained for each project 

5~ All project status reports must be submitted to the PMO for review prior-to 
distribution~ 

6. All d~cuments created during the course of each Year 2000 project will_ be stored in 
electronic form in a -designated Directory within the Company's Local Area Network 

~ (LAN) environment. 

7 ~ All documents created during the course of.each Year -2000 project will be created 
using tools established as standard products within the Company's environment The 
tools used for this engagement indude: 

MS-Word 
MS-Excel 
_ MS-Powerpoint _ 
MS-Project 

.. MS-Access 

. . . 

g_ Year 2000 project status ·meetings will be held at a·designated time each week. 
Representatives· from_ E& Y and Company are required -to attend. 

9. E& Y will provide reports 'twice-a-.~1{onth'- that identify each on-site staff resource,. • 
-number of hours ·worked, ·and activity assignment. 
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Exhibit G 

BLUE CROSS AND BLUE SHIELD OF MINNESOTA . . 

·coNFIDENTIAL INFORMATION POLICY 

All persons performing services for BCBSM, including employees, temporary staff, and 1 _. 
contractors, must be aware of the confidentiality of the information handled in the course of a 
day. 

Under the tenns of the Minnesota Fair Information Reporting Act, all such persons are 
prohibited from disclosing personal and privileged information about subscribers, either to 
external parties or co-workers . . 

Personal information includes the subscribe? s nam~, address, and health record information. 
It also includes identifiable information from which judgments can be made regarding the • 
individual's character, habits, avocatioI15> finances, occupations, general reputation, credit, 
• heal~ or any -other personal characteristics. 

Privileged information includes any individually identifiable information that relates to a claim 
for benefits or a civil or criminal proceeding. It also -includes information ' collected in 
connection with or in reasonable anticipation of-a claim for benefits or civil or criminal 
proceeding. 

A striyt .standard of confidentiality is necessary to ensure compliance with this and other state 
and federal laws. -It is also necessary to protect the privacy and rights of BCBSM, its 
subsidiaries and affiliates, and its emp_l9yees, subscribers . and ve~dors_ 

Therefore, it is the policy of BCBSM that any disclosure of confidential or proprietary data, 
information, or records is forbidden except in . situations where disclosure is necessary to carry 
out job-related responsibilities. · Violation of confidentiality is grounds for termination of stich 
person's work for BCBSM and, further,- may be grounds for disciplinary action up to and 
including termination of employment • 

I have read and understand the Confidential Information Policy stated above_ I agree to 
comply ·with the Confidential Information protection policies of Blue Cross and Blue Shield · 
of Minnesota. 

Name ------------------
(Please Pr:mt)_ 

Signature ______________ ~--

Date --------------~---
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COORDINATION OF BENEFITS 

AGREEMENT 

between 

WISCONSIN PHYSICIANS SERVICE INSURANCE CORPORATION 

fy1adison, Wisconsin 

and 
Bc135Pi, . L-Nt:,,: -''d.~1<--

Blue Cross and Blue Shield of Minnesota 
(otherwise lmow1, as BCBSM, h ac.) 

St. Paul, MN 
- - - . . 

The parties. in order to effect coordination of benefits between supplemental insurance 
policies issued or administered by BCBSM. lnc;.and _the benefits under the- provisions of 
the _ Health _Insurance for the Aged and Disabled Act. as amended. hereby agree to the 

- following: . - . ~- -- -•-· 

.. 
· - . :':, ' 

A. 

8. 

D. 

., 
. . . _ ..; ... <:-,' ;;~1f.l{,:.; _· .:,;~2>:~)::q~~;,~ 

ARTICLE I 

DEFINITIONS 
... 

The term "Carrier" means Wisconsin Physidans--Servicir·lnsurance Corporation, 
the Medicare P:artB _Camer"".for th~'.-;State~ofWisconsin~ ·10 include the"states of 
Illinois :and Michigan e.ffe:cti'Q'fHAug_usF1/ ~t9If8t° • __ • • • -• 

. . . . ., ? . . 
The term "BCBSM. ·foe." shall collectively refer to BCBSM, Inc~ and its affiliates ,_r.: • f.1J4$,t. - _ 
who ~ave contracted with BCBSM, Inc. for the porpose of obtaining Medicare r-~-t 5~ _ ~ 
-d~ta and :who exe~~t:. ~-h~ Agreement attached hereto an~ incorpora~e<:!:_~erei~::\t :~~:J·<-. . -. ~: 
by reference as Exh161lffl .. ·· ·. · · .•. · • •. . .. e~k · fl~ ., - ' -

~.·,::-.:J'~~g~~~fa;···:~1~tthe-~ZCfei~~·ofthe .~~~~b~~a~;;;~t~rij~~i~ii?:i1 
Hu.man $ervices .. or his/her delegate. • • • r - • • ._.:(L. -· .; 

The term "Aqt" means the Health Insurance for the Aged and Disabled Act, as 
amended_~ 

1 
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E. , The _term "services!' means-items or services (other than items or services listed 
in 42 USC 1395y) for which an eligible individual may be entitled to have 
payment made under 42 USC 1395k. 

F. The term "unit of information'~ means an explanation of a payment containing the 
data normally contained on the Explanation of Medicare Benefits Form -
(hereinafter called 11EOMB'-') or an explanatory document prepared in lieu thereof. 

G. The term "HCFA" means the Health Care Financing Administration within the 
U.S. Department of Health and Human Services. 

H. • The terms "policyholder" and "poJicyholders" mean the persons who are 
Medicare beneficiaries and are insured under Medicare supplemental insuran~ 
policies issued or administered by BCBSM, Inc. ·or by other insurers who contract 
with BCBSM. Inc. for the purpose of obtaining Medicare d~ta 9.g,ainst Medicare 
Part 8 expenses not paid or payable by Medicare. - - -

ARTICLE II 

FUNCTIONS TO .BE PERFORMED BY -CARRIER . 

Carrier shaU- perform during the period this Agreement is in effect the following·tunctions 

:·- _ "Y~h r~spec_t tq}Y1E:QiC<!~~ p~yrne.n!J9f se~_i~s re~:pered. ~_9_policy_~,9lq~-~~-_P.~~1l~~~J~JJ9.__ c: ·-/.t_;J/ 
·the proces·sirig -·of theifMedicare Pci"rt_ B claims· covered under TrtletXVllrot tti"~ 'Act: ·r:-:t --· ,:-_ • 

A. Furnish to BCBSM. -Inc. the unit of information for each request for Medicare 
payment processed by Carrier. This data shall be provided on a daily or weekly • _ mL 

basis via ~~:gnetic tape or othe~ form of electronic data communication ..Y'/'~'--
1
., , 

-method::!!!!!_~l_~upon by the parties. ·_ ~ f k, ,hL: f ,Ab~~ 'q / 
"- c.._a~ ~ - °1"l- l_r,+~;---u4) - ~ ~ r'( v--v~ J- fr--..,. ~ , ] 

B. -Furnish to BGBSM. Inc. such information ained in Carri~?s rec0rds that ·is. A5
~r 

requested in writing by BCBSM. Inc. as eing reasonably necessary to confirm 
that services wer r ided • to poli _ alders as reported in EOMBs or other claim 
documents, as utually agree pan by the parties. 

C. -Establish and :maintain a coordinating unit with which ·BCBSM, -inc~-can . 
-co.ordinate a n"y_::~ctivities reasonably necessary;:and~proper~ for.the; p~cti.e.s.~r:-,.-:_\; ,i,:·:-::_;;:,_ .... '.:·;:-:.:: "<.-);:,_,;:tfr ·:i 
effective perfohnance of their respective functions:-tinder· this-Agreem~~f • --:-- .- _'_: · : --_ --.,:' - -.'.-.: -_ i 

o.-
I 

Notify BCBSM, Inc. within seven (7) business days after receipt if a ·magnetic 
tape is received which is not readable or invalid, incorrect or insufficient. for 
replacement at no addit_ional cost to Carrier. ··= 

2 
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E. Upon receipt fror:n BCBSM, Inc. of the updated computer magnetic tape of 
current policyholders referred to in Article Ill, Paragraph C, below Carrier will 
integrate the t.1pdated information with its computer system within seven (7) 
business days. 

ARTICLE Ill 

FUNCTIONS TO BE PERFORMED BY BCBSM, Inc. 

BCBSM,. Inc. shall perform during the period this Agreement is in-effect the following 
functions· with respect to the processing of bills for services rendered to policyholders, 
pursuant to the processing of their Medicare Part B claims covered under Trtle XVlli of 
the Act: 

A. Establish and maintain a coordinating unit with which Carrier can coordinate any 
activities reasonably necessary and proper for the parties' effective p~rformance 
of their respective functions under this Agreement •• 

B. F umi~h .to Carriecprior to the: effectiv.e date.o"t this.·Ag_reemerit. a complete: 
computer magnetic tape, or other form of electronic data communication method 
indicating the. name,BCBSM,· Inc. contract or identifying number, and Health 

• I ('.lSUr~n~ Claim _Numb~r-for;~~~p pq_li~yh9._lq~r~ver~~:-~nde~ the. prq_vi~ions_: of. ... . ·, .· . 
·"Title'J(Vill ofthe{Act ~,:.- i' i : ··:·-_· •. ::• ·./>-;c : -: .. ··-:·:._ •. -::_··_''.-> :--:---·=>--: • • . /<' . • •. ·-._. •. ·._:·_-,:;_~;£.;.".\ .. :( ·:/\t ·'..':\-/""i·,>~,> 

C. Furnish to Carrier each month a complete, updated computer magnetic-tape or 
other fonn of electronic data communication method with the current 
policyholders" 

D. Certify to Carrier that: f "'~J • • . • . . . _ • 
( ? ~ 1. The individual on whom the infonnation is being provided is one of its 

'fl/{""'. · ~/ · insuredsv,., t-t.. _<~111;.y.1-.,·--l/J fv-~1v-.~ • 
• , /'-'~ 1 "l --: i 

(v>tl' - ~ 
,~.,., (2 !he i!'fo~~t!o!' will be us~d~forthe p~rpose ofpro?essing the ,,,,,.,11t:J ~ - identified md1v1dual's Medicare supplement insurance claims; • : ·. 

~,~~-3;.· •••• ~;a~~~tcct•::s~l}f th;ttalify:h; da~a to ~re!1§~,:~i-tjf ! 
E. Prior to adding another M€dicar0 -Supplamant insurer to BCBSM, Inc. ·s· ellg.ibiiify. • •• • • <. . ~ 

file, BCBSM, Inc. will provide Carrier with that insurer's certification agreement. as . 

part of ~bjljit'~ • • <f~~~.}?f 
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F. Notify Carrier within seven (7) business days after receipt if a magnetic tape is 
received which is not readable or invalid, incorrect or insufficient, for replacement 
at no additional cost to BCBSM, Inc .. 

ARTICLE IV 

FEES TO BE PAID BY BCBSM, Inc. 

In consideration of the performance by Carrier of the functions set forth in Article II of 
this Agreement,BCBSM. Inc. shall pay the following fees to Carrier: 

A. Fifty four cents ($0.54) for each original unit of information furnished. as provided 
in II r;c- f M4r~ . • 

L11r'1J{, - - . . -- - -
8. One dollar ($1.00) for each request directed to Carrier by sc·ssM~ ·1nc. which 

requires Carrier to submit information. other than as provided for under 
Paragraph A of this Article, to BCBSM, Inc.. -

C. . A one time installation fee of $5,000.00. 

£>rovided, however, the rates of:payment specified in Paragraphs A and 8 -~f this Article 
shall be subjectto modification and deemed effective as. directed by HCFAj except that. . 

'any ne~ rate warranted __ by a ctJ?~ge if) the Act _sh.all:p~--~-ft:ective upon th~ef{~ctive qate,; "· . .,_. _ --. 
-: ··: .··· ' ,,. of:such \;h~nge .in tfie\Act?t •• ,.--\~~;f;;f:-:<'· :·'<->:. ·' •• '--~.':/\:tt:ff>:;_:-_: .• ·;-: • .. • <- _=;:, ---~f-:f?{f;,f-i)};._-,: .;':···:.Hfi!ilfiJ\;fjlJ~~Irt;t .. ~ 

During the period this Agreement is in effect, all fees under this article shall be -due and --
payable not later than thirty_ (30) days after receipt by BCBSM, Inc. of Carrier's 
statement of fees charged for the functions performed during the calendar month 
immediately preceding ~e statement's billing date. -

ARTICLEV 

QUESTIONS OR INTERPRETATION OF THE ACT OR PRINCIPLES OF 

. .- 1,i,~d? . . REl~S,~RSEME~~ . .. . .. · . 

- : BCBSM, -_lnc. m~y,referqu_esti~ns·otint~:f.pret~tioQ_S-0f_:th_Ei~Act-or·MedicarEf:Parl:8--
·reimbursement Policy:to Carner~, - .: - - ·- .:- --. •• , •. ·->-=>-: ··-, • . · - :·-.· - - - -__ 

! .· 

., ... _ 
• .- : -~' 

-, ]> \i~-:~:5it 
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ARTICLE VI 

IMPROPER PAYMENTS 

Neither party shall be liable to the other party for the negligent or intentional act or 
omission of the other party in connection with any improper payments generated as a 
result of this Agreement. BCBSM, Inc. shall be solely responsible for making ) -. 

I : {)._,5c,..,,~~ _c..,;c{ ~~ ✓<. recoveries for any improper payments,.t.-,.,.A{, ~Y fji.-6:;,,v,,,~r, -, ·~~h 

/J,-PC,~!:-tc;(- / 

ARTICLE VII 

CONFIDENTIAL NATURE AND LIMITATIONS OF USE OF INFORMATION 
AND RECORDS - • = .:. - .-.-=--

BCBSM, -lnc shall adopt policies and ·procedures to assure that information contained in )U.wi /JeJ/A--
its records and obtained from Carrier, or from others in carrying out its functions under --~,__ -
this Agreement, shall be used by it and disclosed solely as provided in Section 1106 of frtl<i<IP _ 

• the Act, as. amended by' Public Law 89-487, and the. Regulations .of.the Secretary as - . r:;j:-t~ 
prescribed thereunder. BCBSM, Inc shall retain all records pertaining to its functions j,J"' t,v_..s 
performed under this Agreement for a period of seven (7) years. _ . ':~ I"':/ 

~:or:::!~ei~5
t~~j-1~~1~~;~ ~~~~~nts!~g~~t!:~n=~:~~~~n!i;:: :!~~: wi: • \ ;~ •·· 

the-terms of thismreement _ - ' __ ,',;;., ~t,;.-. 

ARTICLE VIII 

TERM OF AGREEMENT 
·_0 · ol--

Suf?jed to the ·right of either party to tefn:1inate thi Agre nt at any time as set forth in 
Article IX, this Agreement shall _become effectiv~----. _.7 • uJyJ· .. :,· __ :99.Bi _and end on June 30, 
1999, provided, ·however, that it shall be automaticall __ •• newed ·for suq;essive periods 
of.one-.year .,each, s_ubject to the right of terminatior1-~·setforth•in-Article IX~ - ·:··· . 

. .. _ .... , . • . . _ -.,,~'/~~?:°-:ftih;::--_:_·;/• .';°;_·: • • • . _·. __ ·. - • • • • • • ,.... -~:-i . . ·:~i\>tir>- -· :_;;:~---- .. --:-~ -;: -.-!i4f_~::,._, _ .. :, 
·. ~-- ·. - ....... _ : •. · . . ·-- ; . . ._:•:::. ::._·: • 
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ARTICLE IX 

TERMINATION OF AGREEMENT 

A. This Agreement may be terminated at any time upon mutual written agreement 
of the parties. 

8. Either Carrier or BCBSM, ln@ay terminate this Agreement at any time upon 
giving to the other party sixty (60) days advance written notice of such 
termination. 

C. This Agreement shall a,utomatically terminate without notke to the parties upon 
the occurrence of any of the following events: 

D. 

E. 

1. The liquidation or dissolution of either party, whether voluntary or 
involuntary, unless incidental to a reorganization b( either party;% 

2. The adjudication of either party as a bankrupt entity; 

3. . The execution by either party of an assignment for the _benefit of creditors; 0 " 

4. The appointment of a receiver for either party or a materi_al portion of 
either party's assets. if the appointment is not vacated within ninety (90) 
days after the effective date of sush appointment. 

.•: . =;; • .• -. 

The party to which the event occurs shall notify the other party within five (5) 
days-of such event. 

Either party may .terminate this Agreement for cause unless corrected by .the 
breaching party as described herein. _Termination for cause shall mean a 
material breach of any of the terms. conditions and/or provisions of this 
Agreement. Either party may terminate this Agreement for catise- by issuing to· 
the breaching party thirty (30) days advance written notice of termination, 
provided that ~\;uch termination ma·y be avoided by the breaching party by • -1 
correcting its breach within -said thirty (30) day period. . J· fdl_ ,~} ✓ r«!- f .. /J,"r.be,,., . • 

/,r,;1J-'"(, t-~ , ✓; -
. . ~ euf-~,,wf:: /~ · -/'"'rwf />"'!3/)J . 

-Upon terminatjo~ -:9f this Agreeme_nt for anJreason, Carri r s~_~II prq~eed ,to •:. _ C~.f:f_--'-• . 
c~n~ii-~e: t9~-i1r~yi~~ the unifof ioformat1on ~vere~ctby: ~js:Arfo#~~n\ent;?:ptoyid_ed=_/. ~-- _· .-. .:·:·::: ':,>: . ·. :._- :. 
such tapes·were_-~revio~sly _submitted t? it ?Y BCBSM~--l~c§nd)1re n·o(yet :··:~ 9:- ·. -_ ··_·_ 
processed p~ · th~ _.~_ff ective· <;Jate of termmat1on. BCB~M. • f nc s~~II_ qe r~~pqns1b_l~ . 
for paying Carrier ·tor such units of information thereafter proc·essed at the rate in 
effect under Article IV at the time of termination. 
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F. This Agreement shall automatically tenninate· without notice to BCBSM, lr}6-a} 
• any time Carrier ceases performing activities of a carrier as defined by the~t. 
Carrier shall notify BCBSM. Inc as soon as reasonably pqssible after Carrie·r 
ceases to be a carrier. 

ARTICLE X 

• GOVERNING LAW uAJ ~~lcuv~.,J 

This Agreement is executed and has been delivered in the State-ofWisconsin?and / 
shall be construed and enforced in accordance with the laws of the State of Wiscon~n 
except to the extent governed by Federal Law. The parties consent to the jurisdiction of) ,r .. , ~ 

. the Federal District Court for the VVestern District of 'Misconsin, u~i~ 1 •~§peel to a1 ,y- ~ 
-Proceeding afisi119 out of this Agreement. • - - • • • • . . . . 

• ARTICLE XI 

RELATIONSHIP OF PARTIES . 

A. Each party hereto is an independent contractor with respect to the other and not 
an agent, . seryant or ernployee thereof, or a joint v~nture_r therewith. 

• • :- • ·:·:. ·:·✓-.: . --:·-1:~::~{... • • • . ~ -~-- . .- •• ; • - - ·; • --~_;i}~;_:~~ ::-: 

8. It is expressly understood that without prior written authorization of the other 
party, nei~her p~rty ~hal_l be the __ ag_ent of the other and shall have no 
authorization whatsoever to bind the other party to the tem1s, conditions and/or 
provisions of any Agreements . . 

ARTICLE XII 

ADVERTISING 

A. No promotional material, advertising circulars; radio or TV broadcasts, or-tither 
-advertising i~_ any f~~:co_nceming _BCBSfyt, ln@all be made, pyf?lishep ~~ .·'. . -· .. 
:~~:i~!:d by Carrier unleSS the prio~ written consent of BCBSM,;ln~s bEiein. •• • 

:,:t . · , . ·,-_·, 
8. No promotional material, advertising circulars, radio or lV broadcasts, or other 

advertising in any fomi concerning . Carrier shaU be made~ published or circulated 

_ by BCBS~, l~rJ..~l_:,: .\~~f;:~ri?~:-~~~~?n consent of Carrier has been ~~-!~in:~~--
- <-: ..... --1! -~-~t "'f.:· ~ • = - ·:· -.:- - • : _. • • • •• , • 
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ARTICLE XIII 

MODIFICATION OF AGREEME.NT 

In the event that _State or Federal laws or regulations should change, alter, or modify 
the present services or the standards of Medicare e~igibility, the terms, conditions 
and/or provisions of this Agreement shall be changed accordingly. 

ARTICLE XIV 

INDEMNIFICATION AND HOLD HARMLESS 

Subject to Article VI, each party agrees to indemnify, defend, and hold harmless the 
other party, its agents, officers, and employees from and against any ~od all liability to 
third parties. including defense costs and reasonable legal fees· tncu"rred in connection 
with claims for damages of any nature whatsoever arising directly from its negligent or 
intentionally wrongful performance or failure to perform its obligations hereunder. 

AR Tl.CLE.XV 

GENERAL PROVISIONS 

•• <}::j .. . ': °:'No: assignmenfof.this Agreeni~nt -nd"r''of .any bJ:nefit 'fo·-~·ccrue hereu-nder, in 
whole or i_n part, will be valid o·r in any way binding upon the parties without the 
prior written consent of the non-as$igning party. 

H. No act_of forbearance or toleration on the part of either party to this Agreement in 
favor of the other with respect to any term, condition and/or provision of this 
Agreement, either express, or implied, shall be construed as a waiver by either 
party of any of its ·ng_hts hereunder. • 

C. The invalidity, illegality, ·or unenforceability of any term, condition and/or 
provision of this Agreement shall not in any way affect, impair, invalidate or 
render t,.menforceable this Agreement or any other term, condition and/or 

- :provision -~ereof. ••. 
. . • . . :.-.·7. 

• D. 
· .. - -.·. 

•• Titles to para~Haph~ ·hereof are for infonnation puq>0ses only and shall not be· 
construed as 1·imiting or expanding the text thereof. • 
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·., 
i:: . 

E. This Agreement together with any attachments thereto constitutes the entire 
agreement between the parties hereto with respect to the subject matter hereof. 
No modification or amendment of any term, condition an~/or provision of this 
Agr~ement shall be binding on any party hereto unless it is in YJriting and signed 
by the President or Vice President of each of the parties . . 

F. All notices or me~ificatieM pursuant to this Agreement shall be made inwriting: 

. · : .· · - ;·-. · . 

. · - -··· 

1. 

2. 

Either by actual delivery of the document into the hands of the party 
entitled thereto; or -

. . 

By mailing the documen_t in the United St~tes M~Lto the _last kn~wn -/Iv, . (J] ~ _· 
address of the party entitled thereto, Cert1fied·Mall, Ret_~m Rec~ f'ftv,3 
Requested. The document shall be deemedto be rece1ved--6ftthedate of • 

- its mailing. AU notices, requests; demands and _other communications 
hereunder shall be forwarded to the following addresses:·-

lf to BCBSM. Inc: 

BCBSM, lni} 
3535 Blue Cross Road 
P.O. Box 64560 
St. Paul. MN 551-64-0560 
Attention: Shelagh Kallan_d 

If to Carrier: 

WISCONSIN PHYSICIANS SERVICE INSURANCE CORPORATION 
1717 West Broadway 
Madison, Wisconsin 531:'13 
Attention: Vice President. Medicare Division • -): • 

. . · ._. .. .. . . . . :-~ -- . • ? 

Neither this Agreement between Carrier and BCBSM, ln@.r ib attaohmeAts/ ""1~­
may be disclosed to any person or organization, other than HCFA, its authorized "{ ~ 
agents or as required by judicial or regulatory action, without the written consent J{~ , 

_ - ;- o~ both Carrier and BCBSM, I nef,Which consent shall not be unreasonably • ~ f: 
0 

, 

·.-,_. w1thh_eld. (/ . . . . . -L ,J · 
·• ·· 5/»Vtr} ;- · · 

/J~r~' 
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ARTICLE XVI 
,,fl;o ~ ) 

AUDITS _ ~L,v'« 
1
~ --rtfi"'• 

. -~~~·ts . / w vl4 
This Agreement and subsequent transfers oflinformation for the eoordination of 

_6j3'enefits are subject to review by the Health Care Financing Administration and/or the -
. Office of Inspector General, Office of Audit or its subcontractor audit firms. The fees9 7vli4-/:;; 

Gharged are subject to review and may be s~-k>frbasecl--on-tne-r-esutts-ef---. ~ ­
\his review, and may supercede those found In Article-IV. . ,~-

_IN WIT~ESS WHEREOF, the parties hereto have caused this Agreement to be 
executed in duplicate by their respective officers duly authorized to do so for and on the 
behalf of sa·id corporations, to become effective in accordance with Article VIII. 

WISCONSIN PHYSICIANS SERVICE INSURANCE CORPORATION 

BY _____________________ :---~------
James R. Riordan, President and Chief Executive Officer= ~ 

DATE ________________________ _ 

8~8$M. 1-rjo ._ .. _...:,,.,,. 

BY ______________________________ ..-

DATE _____________ -'------------
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·EXHIBIT A 

CERTIFICATION AGREEMENT 
between 

WISCONSIN PHYSICIANS SERVICE INSURANCE CORPORATION 
("Carrier") 

and 

Company Name: 
("Affiliate") 

Address:----------'-----------------

- : :: --t ,;J_,~h,~;_vt;;J t1-& r/4/~ 
L,\,,\:• J 6 . ~ . 

Whereas Affilia-te-is_a_n __ a-ffi-1-lia_t_e_o_f _B_C_B_S_M_. -,n-<[)---~-d_d_e_s-ir_e_s-to_o_bt-a-in-z----,,,,'------,---

through BCBSM, Inc pursuant to an agreement between BCBSM, Inc and Affiliate; and 

Wfler~as Affili~~e has (e~q, understands and_ agre~s to b.e. boundbythe term~ al)d con~moos of.the 
.. Coordination of Benefits Agreement between Carrier and BCBSM, Inc, /' ,,._,,.~ ''b ;:!'d-Ei: ,/4{'....;, 

Now, therE!fore, Carrier and ~ffili~te agree .that Affiliate mafobtain ~re ~rom Carrier through 
BCBSM. •. f nc pursuant to- the Coordmat1on of Benefits Agreement - • 

Affiliate certifies to Carrier: 

1. That the individu.@n ~ho 
its insureds; _ 

2. 

3 . 

. Company Name: _·. ___________ .____ __ 

By: _--------------

Title: _______________ _ 

1 e1ephone No.: ___________ _ 

By: --------------

Title: _______________ _ 

Date: _______________ _ 

Telephone No.: ___________ _ 

BCBSM 82376 



5-60KK (~93) 

This ~ERVICE AGREEMENT entered into by and between: 

BLUE CROSS INSURANCE 

3535 Blue Cross Road 
Eagan, MN 55121 

Proposal ·Nwnber: 5 5705327700003 

Pro~) Date: July 8, 1999 
Hereinafter ref erred to as 

"CUSTOMEff 
and 

BUILDING SYSTEMS ANO SERVICES 
Division of Carrier Corporation 

Hereinafter ref erred to as 
"CARRIER" 

(~] 

BUILDING SYSTEMS ANO SERVICES 

THE ULTIMATE IN SERVICE FLEXIBILITY 

Carrier Corporation Prinle<I r.: U .S.A. 

BCBSM 82005 
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• SERVICEPLUS . 
lt:1411111:1-I IW I 'WJl·l'liM#tl f l:f ff 11 I 

This SERVICE AGREEMENT shall be administrated by CARRIER Commercial Systems and Services' office 

presently located at: 

7550 Washington Avenue South 
Eden Prairie, MN 55344 

EQUIPMENT SERVICED 
See "Equipment List" section for a iist of equipment included in this SERVICE AGREEMENT. 

AGREEMENT PRICE 
Toe AGREEfviENT PRICE in year one shall be $35,208 payable $2,934 Per Month. The TOT AL AGREEMENT 
PRICE is $35,208 covering a term of I years. 

AGREEMENT TERM 
This AGREEMENT shall become effective upon August I, 1999 and shaJI continue for a I year terin, and from 
year-to-year thereafter. Either party may terminate this AGREEMENT according to the Early Termination 
Schedule, if any, or at the end of the first I year term or prior to the end of any subsequent year by giving the other 
party at least thirty (30) days prior written notice. 

ACCEPTANCE AND AJ>PROV AL 
This shall become a valid AGREEMENT upon signature by CUSTOMER and signature by a CARIUER 
representative in the CARRIER Approval blocks below. The oodersigned acknowledges and agrees by its 
signature that the General Provisions, Scope of Service, and any amendment or addenda prepared by CARRIER 
with respect thereto constitutes the entire AGREEMENf. No agent of CARRIER or employee shall have authority 
to alter or waive any General Provision unless written approval is obtained from CARRIER headquarters. 

SUBMITTED BY:_-'--------------------- DATE: ________ ---'_ 

Execution by Authorized Represerii~all 

CUSTOMER ACCEPTANCE: CARRIER APPROVAL: 

BLt,t E.CR,o{~ B L(AJ:$ HIGt-0 &f m, ,JuES of A 
Gustomer c·arr ........ ~ ....... Name 

l<ill&t) 
COMMmctAl SYSTEMS AHO SERVICES 

Division of Carrier.~ion 

.Customer Carrier Approval (typed/printed name) 

Title 

Date 

Printed In USA 

Trtle 

Carrier Approval (signature) 

1298 803-305 

Date 

2 
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CARRtER BUfLOCNG SYSTEM,:;; a SCRVICCS 

IZM¥1.W(4=it=>Lusj 
THC ULTIMATE IN SEflVICE F"LEXIBILITY 

SERVICE AGREEMENT SUMMARY 

Model: 
Quantity: 

CARRIER 19C CENTRIFUGAL CI-IlLLERS 
2 

Serial Numbers: 13599 & 13600 

Task and Options 
MAJOR OPERA TING INSPECTION 
~.:f;ft(fflRiCA TE ~UIPMENT AS REQUIRED (OP1JON) .' • 

MEG MOTOR (OPTION) 

Task and Options 
ROUTINE OPERA TING INSPECTION 
~ ~-g®.ttt'.QW-swtrrn cohlpNJ::\~ • ~, ~._:: <? :_:.?,' ,· 

LUBRICATE EQlilPMENT AS REQlilRED (OPTION) 

Task and Options 
PURGE OVERHAUL 

Task and Options 

Frequency: 
Year I 

X 

X 

Frequency: 
Year I 

3 
-~· -: -,-:.-~-,- x'. 

X 

Frequency: 
Year I 

Frequency: 
Year I 

Frequency: 
Task and Options Year I 

$-«>F(01-93) Carrier Colpofatiofl Printed in U.SA 

BCBSM 82007 
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CARRtCR BUILDING SYSTEM:> 6 SERVOCES 

VE§J¥§;ruf§$iPLus! 
THE ULTIMATE IN SERVtCE F"LCXIBILITY 

Model: 
Quantity: 

CARRIER 19EA CENTRIFUGAL Cl-OLLER 
I 

Serial Number: 22434 

Frequency: 
Task and Options Year I 
MAJOR OPERATING INSPECTION 
0,/--UJBRici11fr~.QUIPMENT AS REQUlllED (OPTION) ·_ 
• - •• • MEG MOTOR (OPTION) • • • • • 

. x 
X 

Frequency: 
Task and Options Year l 
ROlJJlNE OPERA TING INSPECTION 3 
~~fciijg(F;Lbw s_WJTCH (OITJON) _.. - - •, . • ·. : ·x 

LUBRICATE EQUlPMENT AS REQUlRED (OPTION) X 

Frequency: 
Task and Options Year ·1 
REPAIR SERVICES AIR 
rrr~?~GENct_.cAL~co.P:IJoN) :- • -• . -- . -- ·:->;-:~ --. 

·~. 

•• LEAKREPAIRLABOR(OPTION) AIR 
~---~·:·_-:-·MAioii_~Ai1lwrn.tcomqm.~:~~=~:zP::_-c-u.:'.'·:::~~~~L--::sr~ ::::;~-:~.:-_::,~:-_-____ __ ____ . 
-~~ ~=~~~-~A2J~i~~;:- ~- ~~~ _ 

MINOR REPAIRS MATERIAL (OPTION) • .AIR . • · . 
L7_:·''-~1:;7sii.)p;~E)~~~l~og{qffifimlt~~~ ~ ,;~S,~:~~:ti-WJ~ :Jff.~Sf;;.tf~1~/t{W~:?C/:1ff;,¾i~~c::~~=t';;~m~:L,::·-· •. :._:··· 

REFRIG.SIDE_TIJBE REPAIR MATERIAL (OPTION) AIR 

_ -- Frequency: 
Task and Options Year I 

BCBSM 82008 
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COOLING 
Quantity: 2 

Quantity: I 

5-60F (01--93) 

CARfttCR DUIL.DfNG SYSTEM$ 6 SCRvlCCS 

IZMA,WtAdt=>LUSj 
THE ULTtMATC IN sc~v,cc FLEXIBILITY 

EQUIPMENT LIST 

Model: CARRIER 19C CENTRIFUGAL CHILLERS 
Serial Number: 13599 & 13600 

Model: CARRIER 19EA CENTRIFUGAL CHILLER 
Serial Number: 22434 

Carner Co,poratloo Pmted in U.SA 

BCBSM 82009 
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) 

Model : 
Quantity: 
Serial Numbers: 

Task and Actions 

CARRIER DUll....OtNG SYSTCM::i. 6 S.CRVICCS 

1✓@$1,k)f§=fit=>Lus! 
THC ULTIMATE IN SERVICE FLCXtOfLtTV 

TASK ACilON LIST 

CARRIER 19C CENTRJFUGAL CHILLERS 
2 
13599 & 13600 

Frequency: 
Year J 

MAJOR OPERA TING INSPECTION 
}~\f~?REPORT TO CUSTOMER UPON ARRNAL. X . 

• :· .. LOCKOUT AND TAG ALL CIRCUITS X 

~.'.':/;? RJNIE'W ST ARTIJP INSTRUCTIONS-DESIGN DATA x 
CHECK MACHINE PRESSURE x 

' -: f:~ -cifficK REFRIGERANT CHARGE x 
• -~ CHECK LUBE SYSTEM. OIL LEVEL, COLOR, TEMP. X 

;\?1fUJBRICA TE PER EQUIPMENT MANUFACTURER. - . • x 
VERIFY CHILLED WATER FLOW x 

itiIVER(F)'; C:ONDENSER WATER FWW •. ·•· X 

MEGGER COMPRESSOR MOTOR x 
t@:tmfoiIB POWER -. x • 

CHECK CONTROL, POWER ANO PIPING x 
~-•;;:rtst*tEQUIPMENT • - x 

PERFORM CONTROLS TEST x 
f·"_iTt~ MOTOR ROTATION . x 

LOG CHW/BRJNE IN TEMPERATURE x 
\ ~:?:=,@ CHW/BRINEourTEMPERA111rur· -.·.:-·:._:·>-•:':·-:_:· -- ,-·,::,,· ;.-;_;;".;_: ~-: t-.Li :: -

LOG cHW/BruNE FLOw DELTA P x 
/.}/_.-.LOGC~_/BRINE PUMP DELTA P ·_ .-.-._. • ----:: ~i=</: ·::;t_ :· . 

LOG COOLER REFRIGERANT TEMPERATURE x 
,·i/:\~jpijX~99~ PRESSURE·:.-. - , -· :::< >=? ~.: .. 'ff,<L<Y~/YL.:.\~_i ;:· • 

LOGCOOLERLTD x 
~~ff.D~~SBi. W ~ TER.·~ _-.T~™~Z~ ~S~~{~~~~~r,:~i~i~ff~}~~~J{~! ~~~-2~~:r -~ ~.-. ·.-~: .. ·~~ ~--~· ··i:~i~f.~?:·<~~f;~~:~··~~7~_:§0: ·,:·;i:~t%>-~~!~~-.-- . ~~;-~ ~~ ~. 

• LOG CONDENSER WATER our TEMPERATIJRE ·. • X 

·-·™JitiiffelsER W~TEi(ti.oW6~:t4P. ,&.z~~~~: - :p-;/f~ }ff;,., · th:. ·yt :· :i{, f:~-'-' -_;f,r~\ T0-~:~- ---~ - -:W¾:&'$~;=2,.•.:.JL '"i 
• '. • LOG CONDENSER WATER PUMP DELTA P x 
~~m>jtNSER REFRIQERA.Nf,;f™.P }:;(;?;;~~{ . ·.;:£:C:E;.'!·· t ~ ':X'< :_'5 . 
_ ·:· LOG CONDENSING PRESSURE x 

• -~~4o}rtf$UBCOOLER TEMPERATURE • ;-:.· - - :·=·-:_-· --<~~? .·. ) ?:[f:,~_ • ~ 
LOG CONDENSER.LTD x 

~~Vkrn.~moN . • .. ·, c. ' · ., . .-<i=:-/1';r~.-iE/ ~·~>-
LOG MOTOR AMPERAGE LI x 

~I½1t'@.J.tf cit<?R :~ERAqE fa:·-: ' , .-:/?'::~:;~:~:.' ,- ~-~:):~:::;;-~}\j~-~=/~ ~/:.·;.'<:::. _ 
LOG MOTOR AMPERAGE L3 x 

µ ~ 1XQG_,pn;i.EvEL ·- ---~-·--·:- · • •• ,. ---~~~ ~: -:>-_7 °>"',,'":-'· :~ x~---· ·.· ~: __ . ---.c:_•;~;-,:;~~=';t ~},.:~:> ·_ 
LOG OIL PUMP CURRENT x . 

~~li@,O~_SUMPTEMPERATIJRE •• ··" ~ :<'".:'-~·z_ ~-~-f,~""?;T,8'.:r?-~x- -:_. •. .. .• _ _ 
_ LOG OIL SUMP PRESSURE x 
~~~~-~~G.TEMPERATIJRE • • .· ::_ '_ .:<.:: x· 

LOG OIL SUPPLY PRESSURE x 
~~-QIL PRf?SURE DIFFERENTIAL - X .· 

• LOG lYPE-L SUCTION PRESSURE x 
rs:.: JOO lYPE--L DISCHARGE PRESSURE . X 

LOG TIIERMAL-CHAMBER PRESSURE x 
)/;~~-:(_¢ EXHAUST FREQUENCY x 

LOG WATER INDICATION (QUANlTIY) x 
-~\JW~VOLTAGE . . • . . X 

LOG TRANSFER TIME x 
i¾~)pG_$i"ART/CONTROLS.EQUENCE • x 

LOG START COUNTS x 
~f:l,f¢,~·GENERAL OPERATING CONDmON . x 

CHECK PURGE OPERATION x 
~B'IX:iiJ:CK.--OPERATING AND SAFETY CONTROLS X 

• CHECK APPROACHES THROUGH CALCULATION x 
~:t1{.~K 'ON-sTOP' RJNCTION · • x 

LOG READINGS AS INDICATED ABOVE x 
~\WEt.~ .EXTERIOR OF MACHINE . X . 

CLEAN UP WORKSTATION x 
· ~ ~ ~!t£roRT STARTIJP COMPI.Effi • / ·, . ~ x : 
"-•= -REPORT TO CUST. ADVISE & OBT AlN SIGNATURE X 

BCBSM 82010 
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CAARICR &utLOfNG. SYS"TCMS A SEA'Vtc:CS 

THE ULTIMATE IN SC:RVICE Fl..EXtDILITY 

Frequency: 
Task and Actions Year I 
ROUTINE OPERA TING INSPECTION 3 
: /: REPORT TO CUSTOMER UPON ARRIVAL X 

LOGCHW/BRINEINTEMPERATURE x 
: >j f LO(}CHW/BRINE our TEMPERATURE )( 

.·,. LOGCHW/BRINEFLOWDELTAP X 

;{'.f;;todCHWIBRil'ffi PUMP DELTA P x 
LOG COOLER REFRIGERANT TEMPERATURE x 

='f}:".:i.-00 "cooLER PRESSURE • x 
LOG COOLER LTD x 

;·::c:<->ioo CONDENSER WAlER IN TEMPERATURE. X -
• • --- .LOG CONDENSER WAlEROITTTEMPERATIJRE X 

<8{LOGC0NDENS~ WATERFLOWDELTAP _- x 
••••• LOG CONDENSER WAlER PUMP OELT A p X 

~t{~{.'(pq<:ONDENSER REFRIGERANT TEMP • -. . X . 

LOG CONDENSING PRESSURE x 
. ~'E~~-roNti suocooLER TEMPERATURE - --- -\ :\ :,;tx- -
~~---i:&icoNDa-isERLTD - x 

~$~J1:xfVANEPOSrilON _' :·--·· /F:, .,.-x . :• 

·~·------ioo MoToR AMPERAGE u x 

;-:/ti:@M◊TORAMPERAGE L2 -- .. ,. X 

LOG MOTOR AMPERAGE L3 x 

~,\/(LQ<fon. LEVEL .,.-_ -, , .-;_-~, ;_. -.< ·-I :: ~~::.~:i:]."6-£~-I:-.~ ; -·;;~.~ . .:... .. 
LOG OIL PUMP CURRENT x 

t;".~f.@pIL SUMP TEMi'ERAlURE". • ·, .. :-.?~--- , __ -, o," ; >,:-:,;:_..~-;,i,_;:_~~-:-~ -" ,--:~,--.:- -·- :.· ·:·- ;.._; -::.~~.':.'· ? ~-~---:i?:~j>.·:-~ "- . 
LOG OIL SUMP PRESSURE x _ 

>> ::\r=LP,Q,~~G ~TyRE:·- ; '/t/-: i: :'/J/r{;/ljf t·/f:t!:.£fJ:_f}~Jfj;ffi.\if{tr:.<::. r:>?i.~,:_,_:::·'"fi-,'.~~ Sf:;;·;-._., 
LOG OIL SUPPLY PRESSURE x 

'::,;~9.@~$l.i$ i>IFFERENTI.AL/ - -·:- c:. ": .>" .- ' -':' r -::,:cr-;r.-~·-.. ,"S",;,t-7 ··,[i_;· -·-;·~-:~-- '·:)-·~:.·7-:.-~,;. ~ __ ,_ , ._._ ·. _: -: ;>--:.;-i~:~t;,::_:~:, •. o.r~_, ::., .i_ 

. ~ 1OG-EXHAUSTFREQUENCY - x · -

-:~~~~~lJ.P~<Q~~-:-- ,~·,,~~-:-~~~--:_;~;~~fE"".i~:1:~~~:-::.~~x~::1::~-,-==-~~::.s~~;~:,y1tt~w~~--~-·= 
·_-- ~StER TIM~E':;;)~~F'E~{ --/:\f . ~0?!~~~2// _ J/J~;:~}i'.~fr· /;!~:;;~[ff'._--FfP.f ~jlZJ. ·Jt:£~ : '-C~t-:~..&:~G-~~ _:_ 

• - _ LOG START/CONTROL SEQUENCE x 
• -_. t~Itf~t-!~6UNT$:~:~;::~---; < Y ?>:~~ • :) ~~~,;'! ..::U;~i~~z~§: ' _'---,.=Xf~~~, ~ .:::;:Y\'~ -• ;'.£t~{-:;;:·:.~):;:.t -~C--ii~;;;&_~~:~i_,;;_:· < }:.-.-~ 

CHECK GENERAL OPERATING CONDITION x 
fflJ~~G~:cnXifrm -' :-'. -- :··::.- ":' ::y::;r,.f / t~t}t~"'/..~:;.'fi~~\~':tt:~~:::/;~)'?: :_;: .. ·_ ~--- _ .. ·.-, : • ~.":'. :~::;.,?~::~-!~/?~r-t1~~.--- -. .-,X..~0- -

-CHECK PURGE OPERATION x 
;t{!£1ffi¥&t.)>.EHY.PRAT<>_R-··. -~, _ _- .< ~ -· -__ • __ -_-_,;c _• - -~--~_-': .. ~ _,->~-~.;: ~---...~::~--;~~:0x:~.-:~-~::· ::::~·-:;;;·7::~_~::.. -,.~,:~ ;~( .. ~=;;_~";".~~= --_:-_~ :.."-~~:· -

CHECK.OPERATING AND SAFEfY CONTROLS . x -

~if~~ ~YI A~ FWW.sy(JTCl-!Jf:~:}!;~~1~:/2~:;.~;;{~~-·~~~~~~¼~~~1'![#~~~~;~.:~~:. ~-· · ~~~~~~~~~~~~- ~~ · - ·.-:._ .. _! . 

CHECK LUBE SYSTEM, OIL LEVEL. COLOR. TEMP. x 
~~itjCA:TE_PE;R EQUWMENT-~4~~~~~i:·=-~e.~i~J!Yi~-5:~.{~J.@'f+~--r.;:,-z~;_·.:_-: > _- · _.: t j~f & ··= ,: .: _ 

LOG STARTER VOLTAGE x 
!'"'i?E~st.Aiqat-AMPERAGE _- _ -_ ,_· --··_ - : -.--.r-~xrr._/:i•> __ 

-CHECK TRANSffiON TIME x 
E_~~£@¢k-~~R0ACHESTHROUGH _CALCULATION- '. - • ·:-;>.-t(' :~:~ .;; 

CHECK 'ON-STOP' FUNCTION ?'-
g~~:L9Q.READINQS AS INDICATED ABOVE X _-

REVIEW AND EV ALUAlE LOG READINGS x 
-'.:·">---CLEAN UP. WORK STATION • X 

REPORT TO CUST. ADVISE & OBT AJN SIGNATURE x 

BCBSM 82011 
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) 

~EA BUM..D<NG SY"STEMS 6 SERVICES 

. THC ULTIMATE IN SERVICE FLEXIBILITY 

Task and Actions 
PURGE OVERHAUL 
• • • TEST FOR LEAKS/ PRIOR TO PURGE OVERHAUL 

DISENGAGE POWER, LOCKOUT AND TAG 
/ ~ ' .• REPLACE FIL Jl;R(S) 

REPLACE SIGHT GLASSES (PRGOVH) 
:. CHECK PRESSURE GAUGES (PRGOVH I) -

•• CHECK SOLENOID VAL VE (PRGOVH) . 
. ~//. :_TEST AND ADJUST OPERA TING CO_NTROLS (PRGOVH) 

CLEAN AIR COOLED CONDENSER (OPTION) 
.• CHECK INSULATION (PRGOVH) 
CHECK PRESSURE GUAGES 

., · - • CHECK SAFETY SWITCHF,S (PRGOVH) 
REPLACE GASKETS (PRGOVH) 

~Jt:.REP~~E FILTER (PRGOVH} 
TEST AND ADJUST OPERA TING CONTROLS (PRGOVH I) 

if~~$.I\ AND APnJ~T SAFETY COtfffiOLS (PRGOVH} • · • • • 
CHECK SOLENOID VALVE (PRGOVH) 

~.?ff :fu-to~ POWER. PREP ARE FOR OPERATION 
CONTINUE WITH STOP ROUTINE TASKS 

Task and Actions 

Frequency: 
Year I 

X .. 

X 

X 

X 

X 

X 

·x-
x 
x · 
X 

X 

X 

· _x . 
X 

. . ,, X _. . •.· . .• . . • 

X 

Frequency: 
Year 1 

REP AIR SERVICES AIR 
\:·:. ,REPAIRSERYICES 'COVERAGI;:: .... _. _'~\~:}(~_:-'i:,':/~~:-/~: ... ·/ :J:~)-JStAJi(if~::;_;;rr --~~-·- ·. :•··::-·~·-:., •. ?1i::;,\·::c~,-- · · 

• MINOR REPAIR DURING SCHEDULED (LABOR} AIR 
Y: . .\''.Mlt@ift.(A.r~AJRS. u.tJRiN~:i:~lll$.D:yi$rrf,::,i'.T.hTi :~rrt0/~ /fEI rE,·:._ ::~:.D?( ·:_:-~--~:~-:;.:~~ :/-{/.;~;;._,~~!: t:~~~.:-:... , 

EMERGENCY CALLS AIR 

---. ~~~~~:t~~?!:~~~J.~~!!~ifj~~! __ ~.::~1!f~ILT;~f!'6~~~:~~i~~ilc~'f. -
• '.- MAJORREPAIR(MATERIAL) AIR 

-r~1'~ sw.E.T,i,JB~(µi.BoRr;;ti~---_ Jf-f?J~~f: 'J;:.r&-;-Jtir41· - ·:#B/Xi1~ _: ;;i{{- ·· f.iJ/f :lfj~~ :t'1?it~:,.;;-.:r-:~~Ni'ff'.>~ -~ 
• • ~GERANT SIDE TIJBES (MATERIAL) AIR 

Frequency: 
Task and Actions Year 1 
ANNUAL PREVENTIVE MAINTENANCE I 
t~~/Jtjj,ottro~¢usro!dER:·µ1>9~ .ARR.IY4-:X\ =· :.:•~,:-::-;:;.~E,·:-/D:zug;:"":i· ~ :~::~ ·;~~~(-'.·_'°r~:?.;:~-~:~ -~ ;_-,:~~--~)-r • -~-.-;·.:_~J:>:---

rnscoNNECT ALL CIRCUITS-{LOCKOUT & TAG} x 
~~iC~sURIZE MA~ &:N~~~Mt\i ~--~.:!~t~!:;;~~~?t.;:~~g?;~~S~x:";.~?::~~~'.':'o--:~·-~::~:~1':f::C.~~;fW.~2;-""-:· • ;::-:~~0; · 

PUll OIL SAMPLE FOR ANALYSIS . . . x . • -
f~7f.Jj(-,.~ o~-~QM 'SUMP:· • • ~.?'.·:~,.,~~Y.¥!:~~~~~~~ft~~~~~~~~~~~~:- . ·_.: ': •· 

DRAIN OIL FROM VOLUTE • x 
~~~GE<>IL'FILTER ::' .. _. • .. • - <~·/:"'.'.>-:,c. .. • ·L--~ - -~ . 

CLEAN OIL PUMP SUMP x 
'fflFcirncK ECONOMIZER DAMPER ASSEMBLY (W/A) . •• ·-·:· • .:;_·.-~---- _··. _;: · _x 

CHECK DEHYDRATOR x 
:._ CAUBRA TE SAFElY AND OPERATING CONTROLS X 

EVACUATE MACHINE TO REMOVE NITROGEN x 
{IL:(RE)CHARGE WITI-1 OIL • X 

RESTORE POWER x 
~_;;;\~)•ERFORM DRY RUN TEST' _.x, 

CHECK GAUGES/ INDICATOR LIGHTS x 
_/ PERFORM CONTROLS TEST . .. x : 

LEAK. TEST DISASSEMBLED JOINTS x 
iJX; Ci.EANUPWORKSTATION . ~- x ···· 

REPORT TO CUST, ADVISE & OBT A1N SIGNATURE x 

BCBSM 82012 
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Model: 
Quantity: 
Serial Numbers: 

Task and Actions 

CARRIER BUILDING SYSTEM::» 6 SERVICES 

Vl=J=fl.W(§$iPLusj 
THE ULTIMATE IN SERVtCC FLEXIBILITY 

CARRIER 19EA CENTRIFUGAL CI--IlLLER 
I 
22434 

Frequency: 
Year I 

MAJOR OPERA TING INSPECTION 
t:~:.\>"REPQRT TO CUSTOMER UPON ARRIVAL • x 
~ ,.- ~-· LOCKOUT AND TAG ALL CIRCUITS X 

ftff:R,EV!EW ST ARTIJP INSTRUCTIONS-DESIGN DAT A .. x 
CHECK MACHINE PRESSURE x 

' ·.,•::-:°tci-IECK REFRIGERANT CHARGE x 
• ••• , , CHECK LUBE SYSTEM, OIL LEVEL, COLOR, TEMP. x 
·~·--~;.~·LUBRICATE PER EQUIPMENT MANUFACTIJRER • x 

VERIFY CHlLLED WATER FLOW x 
f)J~{~EIW:\<CONDENSER WATER FLOW · •• • x 

MEG COMPRESSOR MOTOR x 
r~-§!'.-filiToREPOWER • -· ·• · . -.. .-~ ·. · 
~'<•,.-,,CHECK. CONTRO~ POWER AND PIPING X 

t.wit~ARTEQUIPMENT · • • • . _:. ~ _, X -· . 

PERFORM CONTROLS TEST x 
•,':,'_i:;'tCifficKMOTORROTATION . · x - ·. 
••••• --LOGCHW/BRINEINTEMPERATURE X 

~f \."Ll:XiCHW/BRINE OUT TEMPERATURE .. ·.-.::-,·,,,-: ,.:'. .")'- ,> ~-
LOG CHW/BRINE FLOW DELTA P . x 

~~:c//:.f,00.CHW/BRINE_PUMP bELTA P .-· _ .. :• ~ - . ,., ·-,· :~ ,.,, ,·,- ;.. .-.~ .>-.-:i~:~---~ ~.·a•~'-,·:::.:;• ·~-::,/(:~;_-_, 
LOG COOLER REFRIGERANT TEMPERATURE x . 

~:.'.::--~=·; .LQGJ;®.LER PRESsDR:E·.7":.·: • • • =. >./::· ·~:::.;~r·?~~t:~:/::;~:t[,if~ii?'.~:s;;~~,. ·.-_\\Lt.S >\/·=-}- ~:::~J~,/,.,.,.,:_ ·:• ;·=':~~Ti,·. 
LOGCOOLERLTD . x 

: __ :. 

• r-; _zfpctc:p~ENSER Vf ATER m ~~fOR.E/{r::i:0:t.pJ1;~~rn}~?.t.tt1~!1~~;;?;t\~L;;.=)1:.~~~~f ,~nG:~:fi:~t~?:t:r~t~.:~~,;t.: ... ,.,_ • 
· LOGCONDENSERWATEROUTTEMPERATURE x 

~~Eit wA $ FLOw·oa-f~/f>::.~:n·t~=----::::cE:'~-~~~3J:;;1{~iE::rY~ .~r:;r::,;;r:~:~,~~. ;~:::;~:;:;~~> "~::;:. 
LOG CONDENSER WATER PUMP DB.,T AP . x 

~--~ t~ooW.~s~ ~~ ~~~-- --t~~lwff··--;~~ik~~--~ ~~~11· _: -~~~?J.- · 2E.~- -~- ·.;~:4~ -:-;~~-~---~t~~f.~t~s~ ~:~. • 

·.·: . . ,.:z:'.·:~·. ·:. ~ .. · .... ··'l:V'\.co ___ ,.,.. •. NDND.' .. ·.,·.ENs· UBCSINOOG.-~LERRESSTEMPURE .• •. ERA·.-. TURE.. ·"·~··.·.·=,-_ .. ·~ .. ~ ... '.·;·~".-... •·· . ,·--.·.-~.---:·.-."".~, •. ::··-.=."-.~.:.-_"s:-~·-.··".,.::~_ ... :~X;,--t-.. ~f'_·_ •• ··- ·-····-·-: ,...,. ~···-··· .• ···~-'f .... " · - ,-·.··-·· =~- :X~ --_ : -.:- .-: - -: " -- -:::~[~i.f::i-=• -;~0:~~::\-::.:··-:~-G}$"'(°?:-: _~_i·~~.:J~-~;~.:;r\~-~f~~~~~·i}:::~:?-... 
- LOG COl'1DENSER LTD . x 

~~w~-i~~ITloN -~ -~ .. _ _. .-:--<-= -~ :-: ?~ :~:~R~:~i~~~r:~::-"~.:-~~~tr~1t~ ;_./--~-;[~~0:t~= : -~: - --• _,.. _:-~ --: _::~ -:~ ~~~: -::: .. ~ ~-~~~ -;-. <1>{~~ti1;- ::.---~ . -~~~:· 
LOG MOTOR AMPERAGE l1 x 

t:iI~~9T<>tl~E.RAGEU~ • .: ::/;:J?~.\:Jt.f:L:-:-~!·Ifi;;{~:I·1'?)?1}:f,:··r_,~~::f-:•.: : •ff.~c .~_0;3-~•>:/X~/:',,,.:_:..~~· .~:.::.-
LOG MOTOR AMPERAGE L3 x 

;~~~;;~-OiC~-~-:·~·:.-. ~ ~~-- - -~·_; . r .~ •• - :~~ , _ •• ~ .::. _ <~ ~~ ::~;i~~~;;;-- ~:~ -~~-;,~~7~- ~-~~~}~ii~~:~:L~~&t.t7~k~i~~~--:;:;;:~~~ .. :~~~~;~;!~ :. =:~~~-: ;-• • 7 ~~~: ~~--~:_{~~; "'--~~-~; -,-. .. 
LOG OIL PUMP CURRENT . x . 

~i.l{W<t()~ ~UMr TEMPERA~~'tt:--·:tft:i~?[iIT{~~:;:i~~k;,~~~;;,;,;:~~~¼~j?~~j;'i_{.;~~i~~i?~~·.~·: ••. .. 
LOG OIL SUMP PRESSURE • x • 

~9Jl~(iil.~GTF.MPERATURE - :::·."._.,:.:>:·>:' .x(:·::•<.,~·.··," 
-· .... _ -· 

LOG OIL SUPPLY PRESSURE ·· x 
vli~r@·~HAMBERPRESSURE: . <.:::.,/·x:~· ~ - - .,._ ---
• LOG EXHAUST FREQUENCY x 

~?J,/:·LQG~ATERINDICATION (QUANTITY) •• ·- x ·: 
LOG LINE VOLT AGE x 

:~/.~\~ TRANSFER TIME x 
LOG ST ART/CONTROL SEQUENCE x 

:-'-:/).:=_"LOG START COUNTS · x 
CHECK GENERAL OPERATING CONDmON x 

t~J;\'[.~ PURGE OPERATION x 
• CHECK OPERA TING AND SAFETY CONTROLS ; x 

~Jf·•·r~ GUIDE v ANE sHAFT OILER.· x. 
CHECK APPROACHES TIIROUGH CALCULATION x 

t?t~f ·~ REFRIGERANT PUMP X • 

CHECK 'ON-STOP' FUNCTION x 
:\?t~:--~ .EXTERIOR OF MACHINE x 

CLFAN UP WORKSTATION x 
~§~.~~RT STARTIJP COMPLETE x 

REPORT TO CUST, ADVISE & OBTAIN SIGNATURE x 

BCBSM 82013 
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CARRtCR OUILOtNG SYSTEMS 6 SCRVtCE S 

THC U L TIMATE IN SERVICE FLCXIDll.lTY 

Frequency: 
Task and Actions Year 1 
ROITTINE OPERA TING INSPECTION 3 
• • .••• REPORT TO CUSTOMER UPON ARRIVAL x 

RECORD THE FOLLOWING LOG READINGS: x 
: . . • _: _

7 L()G CHW/BRINE lN TEMPERATURE · X 

• ·.•·-U>G CHW/BRINEOITTTEMPERATURE x 

:P/, LOG CHW/BRINE FLOW DELTA p X 
•••• --LOG CHW/BRINE PUMP DELTA p X 

\:f.~_,: LOO COOLER REFRIGERANT TEMPERA 1URE X 

•• , ••• LOG COOLER PRESSURE x 
.,,_.., . ·LOGCOOLERLTD . x 

.LOG CONDENSER WATER IN TEMPERA 1URE x 
.;:-_: .. _{ ~C9NDENSER WATER OUT TEMPERATURE x -• 
• • LOG CONDENSER WATER FLOW DELTA P x 
~1t,;E@ .'t01'lDENSER WATER PUMP DELTA P . x 

. LOG CONDENSER REFRIGERANT TEMP x 
~~~ifu :roNDENSING PRFSSURE . . • • ·. x •~ 
-~-• ioo coNo sUBcooLER TEMPERA TIJRE x 

?Z--f}tbG_¢oNDENSER LID • x 
LOG VANE POSITION x 

t-rf-LOGMCfrOR.AMPERAGELl ••. x 
LOG MOTOR AMPERAGE L2 x 

'\ \ ux; M(_)TOR AMPERAGE L3 . ~---~ ,~'--:,. ;:;: .. ,-:- ~, ·- ' .. • : . < --~- .. X 

LOG OIL LEVEL x 
Et-? LQ(i-"QlL.PlJMP ClJRRENf. . • ·,c· : • , . •• --- ··· ~"-· ·_ '",-::-, ,;s•<::• ~ c. 

LOG OIL SUMP TEMPERA TUR£ x 
• ./ ,;.~ /~ _::gu.;·sUMP PRF.sSµRE > ~- • -_ ~ -~·; }i~-~~:_j\~\ 1 ·/ --'":! (~~?,-;i\:/.i-~<r~;~;?{j- X~:j_:;: __ ~--

LOG BEARING TEMPERATURE x 
t/~TPGQ~~l)PPr:.v PRESSURE --·: . ;{-'.?,~ ~i:>tr1r:';}/:;,fz:;~:~;-1s·?1Gz.~~:.1:i:'\~( ·,:·:-'_.~;~-:s·tiX~.:\-,.i01.tr;;;fi~I1t~~-~ ~~~:L~.c,. 

• : LOG THERMAL-CHAMBER PRESSURE x 
-ir~w: FREQ~G.-_: __ -~- ~--:~~~~~.---::.~;.~~-~~s;;~>s~:::~::;fg±.?1&~~:~:::~~-~- ::.:_-~;~;_:::~:~-:-'":;-:~:.~~~~~~ r~-~~~~::%1:t;~@:~Y~~-~ _- -,·~:·~-7'-; 

. ~Vo~-:1~~~:?:rS?~~~-~)~_:· . k~~>/ ·: (~k&~~~f~:>:I,s{~~~~r ,. --~:~ff' . ',/!A\~J_:· .,.:.'-f~ ... f_-.t '..<Jt~:nz <tJ&:~>}- - . 
· LOG TRANSFER TIME x 

· t~g~tmNTROLSEQUENCE':";;:'-· -.C'L:rY · _:-(;~~?;:i.§,i,f~f:~. • )(;'? ... ~ -~~): :'.~?'.·_~; -~7;-:i2:~-,~-::~~:';~ -~~~?:.i,~~:,..?c·~-i;."1:0~{;,{gQ;/:· 
·-. I...OG START COUNTS x 
~7~~ OP~TINO. GQNDITION,::DI·Y/i\ t)fJ:t}}t_/!:/f/;fi,.'.j.'t·, · ,j .)/::·~:-. -: ::::,/·;:-~:;:>.:·/\J·;);.":~7'_';~-c-j.- ·':;;/'_~--.1~; ':: _-:~_ • 

• CHECK REFRJGERANT CHARGE x 
~~jf:~~ ~ttm-9e·o~~t.i9N_{ -= .:_~~r;?: • /=:/t:;\}~~:?:Z~f~~l:}-{~~1~¥~'.t::·:\::[~~jii{:;·~-~:if·fa~::; \~.~~;~~~--~-:---_ tit~t}~i:;·~-~~-: :-~.-~:£ :~~-~:11:;-~tf-:i:1 5~---~ ~-L;. .-= ~ -· -

CHECK OPERATING AND SAFETY CONTROLS x 
~~~;,~cmi_f:ED .WA tBl Fihvrsw@~f.~~Jh0}}~}:iiit,~~t~£t~~~c~;itzt~:;~;.:~;-~ /);_~~_;t,,~sc"£.-"':'"~~ ~;_,.,::[~~?:.r:···· - • • . . · 

CHECK LUBE SYSTEM. OIL LEVEL. COLOR. TEMP. x 
- -,i§ ~It~W~CAffi..PFll EQUIPMENT-:~~~~~ ~ ;;;_;;~~~~~ ~l~;;:.~i:t.::t{N:~-~ i f.F ;-~-t"- . 

CHECK GUIDE VANE SHAFT OILER x 
v-l~&f:srARm voLT AGE • . :·~>~·-;:';.'->x > : 

LOG STARTER AMPERAGE x 
~¥j~~_i(rR.Al:-fSITIONTIME • · : :·· ;J· x -·-

CHECK.APPROACHES TIIROUGH CALCULATION x 
Utf PIECK 'ON-STOP' RJNCTION • X 

LOG READINGS AS INDJCA TED ABOVE x 
:-~.: -', . . ~ AND EVALUATE LOG READINGS x 

CLEAN UP WORK ST ATJON x 
;.'1~:)_ RFJ>ORT TO CUST. ADVISE&. OBT AlN SIGNA TIJRE x 

. Task and Actions 
REP AIR SFllVICES 
~~'§{f ~AfRSERVICES COVERAGE: . 

MINOR REP AIR DURING SCHEDULED (LABOR) 
(5:~? MINOR MATERIAL DURING SCHEDULED VISIT • 
.-··-•· ' i:MER.GENCY CALLS • 

j~ r ~GERANT LEAK REPAIRS (LABOR} 
. MAJOR REP AIR (LABOR) 

~~M.M.QR_REP AIR (MATEltIAL) 
• REFRIGERANT SIDE TUBES (LABOR) 
!~~GERANT SIDE TUBES (MATERL-\L)·. · 

Frequency: 
Year I 

AIR 
• _AIR _ 

AIR 
NR 
AIR 

·.- AIR __ 
AIR 
AIR·- . . 

AIR 
~ -

_ .......... ::: 

BCBSM 82014 
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CARRIER DU-jL(>lf'K. SYSTEMS a SERV1CES 

V@$i,Wf3$iPLusj 
THE ULTIMATE IN SCRVtCC F"'LCXtOtt...tTY 

Frequency: 
Task and Actions Year 1 
ANNUAL PREVENTIVE MAINTENANCE 

_: ~RT 1.-0 cu_~OMER UPON ARRJV AL . . . x· 
DISCONNECT ALL CIRCUITS-{LOCKOITT & TAG) x 

._;,•,.P¢S.~.MAt.aI.NE(l)=NECESS~Y) -> :/.\.-t··: · _·, :·.t :; __ ~~--
LlJBRlCt\.TE PER EQUIPMENT MANUF ACTIJRER x 

f{t?,/~ ;(P.~~WR_l_.{QTQJ(;, ::·:-- .· :·,)r:.-)_·.~----~-II ~:~>::· ·-(.-.:":.\~:,:lJ>~-·-<::- x :,: .: 
PULL OIL SAMPLE FOR ANALYSIS x 

\f?Joi~Ai.ffq¢J~Q~t~'.":: _.-" : ·, -/_.;:·?:/-~f- ~~:· > • __ -·.• . .-:-'·:?~/t-','.Y-./: ~:-,c:; · 
REPLACE OIL FILTER x 

:;::·.1.:·ctEAN=oii·coo1.EifsoLENom STRAINER<·~: __ - ., -,~ -. -~> .;,.;:. ·. x 
• , • •• ·cALniRA rr sAFETY AND OPERA TING coNi-Roi.s x 

. \\;:!J~OA~ES:t iNDICATORUGHTS fX.:~} "/. '.- ,_ • -· _ ... . ·: )}?>:: i -_: i : -: 

¥il~<~~~w~RgiD'~~?!t _ :"f;;~.:t-kiS::/itL\L }::._-:;:.r~\?I6\i~t: ~/ i-.- ·: 
TEST & ADJUST PRESSURE SWITCH x 

?!W~Gl:IJW J!Qi~~~ TTJ:MS;_~QY.JJP.D:ri:·~~~ ,;;~~i>:1%.i;~~;f}t:~;_:-::;;/~ ~-~~ _)\ ;'_,:'.=2. :.:_: ~ •. :. '.-_: :. ~-~ :.·/:}f?,;1}.~~~:.::(~;~?:~~~-:_, .•.>?ct~; • 
• RESTORE POWER x 

• t!.~'?::i~~D.:~lltm.11~.s:t/::· <~ :Ytt~t~J;\t1f::!'.·\:-,f//~;)8!21tJ~~;:i J\;".:·,· ::~•-·: •_~-/~;-L'r2: --,~;,: :·.:·::::_..~f~tit\t<Z:lttif::;i}:.~_~?Hi 
PERFORM CONTROLS TEST x 

~ j-?:t GIB.A}i-OP:w9ru(tt xnoN - -: -<:if l::- ,. . ,'-_t:l1l}t.~'t./'::it;-":i\~--~--: -_-. --. • ·' --·-'. - -• • • -· • • __ _._ •: ~ >r_:. ::_ \~-~'.\:.":. -- __ -:/:-:/_ 
REPORT TO CUST, ADVISE & OBT AJN SIGNATURE X 

. l 
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CARA1EA BUII....CNNG SYSTCM:i 6 SCRVICCS 

l✓W#i,.Wf§=fiPLLJs! 

PREVENTATIVE MAINTENANCE 

MAJOR OPERA TING INSPECTION(S) 

THE ULTIMATE IN SERVICE FLEXIOfLITY 

SCOPE OF SERVICE 

The frequency of each major operating inspection is to be as indicated on the Service Summary Sheet(s) for each 
equipment type. This inspection is to be in accordance with each equipment manufacturer's recommendations and 
as per the task-action listing herein. 

A Major Operating Inspection is to be performed at least at the first seasonal inspection each year to provide those 
items that are in addition to the Routine Operating Inspection(s). The intention is to prepare the equipment for up­
coming seasonal demands by having the equipment ready to be put into operation. 

ROUTINE OPERATING INSPECTION(S) 
Each Routine Operating Inspection is to consist of the task-actions listed herein for each equipment type and to be 
perform~ at the frequency listed. 

ANNUAL PREVENTIVE MAINTENANCE 
Each Annual Preventive Maintenance is to consist of pre-scheduled recurring preventive maintenance actions 
which are to be performed on a yearly interval determined by equipment operating hours that may be 
recommended by each equipment manufacturer. These annual tasks are designed to prepare the equipment for 
prime operating condition so that the equipment will operate effectively, reliably, and efficiently during the peak 
demand months. 

PARTS AND MATERIAL REPLACEMENT . . 

Unless otherwise stated herein, replacement parts, oil, lubricants and materials (refrigerant is a separate item 
" herem).are to be included as·ri~.to perform any Major Operating Inspection(s), Routine Operating 

lnspection(s), Annual _Preventive Maintenance or Multi-year Preventive Maintenance tasks indicated on .the 
_. Service SWilII!-ary AGRE~MENT. Also, replacement .parts and materials are to be included for any Repair Service 
Material items indicated on the Service Summary AGREEMENT. 

. . 

Replacement parts may be stocked by CARRIER for equipment covered herein to be based on each original 
equipment mariu.fucture.r's (OEM) recommendations for: ro~tine expendable parts, normal annual stop 
replacement parts and multi-year stop replacement parts where applicable. Unless othecwise specified, _CARRIER 
has the option of stocking parts locally or· having access to vendor stocked parts for immediate delivery. 

All parts used in the performance of this AGREEMENT shall be new and -meet OEM SJ)CCifications. 

BCBSM 82016 
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·REP AIR SERVICE 

MINOR REPAIRS 

CARR1CR OUIL04NG- SYSTEM:> 6 SERVICES 

THE ULTIMATE IN SERVtCC F"LC><IBILITV 

SCOPE OF SERVICE 

Minor repairs shall consist of tasks which are performed during routine inspection(s) on an as needed basis that 
may require minor disassembly and removal of available inspection covers for minor repairs, measurements, and 
adjustments including replacement of routine expendable parts, controls, switches and indicator lamps. Labor 
and/or Material is to be included as indicated on the AGREEMENT_ 

EMERGENCY CALI.B (Unscheduled Service) 
Emergency Calls shall be provided when necessary to diagnose problems and perform minor adjustments between 
scheduled inspections. Unless otherwise indicated herein, Emergency Calls are to be available 365 days per year, 
_ 24 hours per day. 

REFRIGERANT LEAK REPAIR LABOR 
Refrigerant leak repair labor is included as indicated on the AGREEMENT. Leak repair labor consists of 
·tightening bolts and flange fittings, replacing gaskets, replacing o-rings and if necessary welding, soldering or 
brazing to stop leaks of components or any refrigerant piping on or between two or more pieces of equipment_ 

MAJOR REPAIRS 
Major repairs consist of the repair or replacement of moving parts, motor stators, motor rotors, and maintainable 
components that may have failed unexpectedly (except for those fuilures beyond CARRIER'S control as stated in 
General Provisions). Major Repairs include dip and bake motor windings where applicable. Labor and/or 
Material is to be included as indicated on ~e SERVICE AGREE1'1ENf_ 

TUBE REPAIRS-REFRIGERANT SIDE 
_ This service includes the repair or replacement of internal tubes, tube sheets, supp~rt sheets, distnlrution systems,· 
• • liquid eliminators, drain/purge baffles, and components that contain or distribute refrigerant/lithium bromide 

-within the equipment_ This service covers tube failures that may result from the refrigerant/lithium bromide side of 
the equipment heat exchanger. Labor and/or Material is to be included as indicated on the SERVICE 
AGREEMENT . 

. REFRIGERANf MATERIAL 
_ The percent of refiisenmt material indicated on the SERVICE AGREEMENT is to be the percent of chiller,s 
design refrigerant charge provided per year. The refrigerant"provided is to be for the performance of any Major 
Operating Inspection(s),-Routine Operating Inspection(s), Annual Preventive .Maintenance, Multi-year Preventive 
• Maintenance or any Repair Service tasks so indicated on the Service Swnmary Sheet(s) herein. -

Any refrigerant material stocked on the job site by CARRIER for equipment covered herein is to be in approved 
• storage containers and in accordance with ASHRAE Standard Safety Code for Mechanical Refrigeration 
(ANSI/ ASHRAE 15-1994). Unless otherwise specified, CARRIER bas the option of stocking refrigerant on 
CUSTOMER,S job site or-having access to local stock for immediate delivery. 

BCBSM 82017 
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CARRICR eun....e>tNG SYSTEMS & SCRVtCCS 

IZ@3.VJf3$iP1-usl 
THC ULTIMATC IN SCRVICC FLCXtOlt_lTY 

CFC-11 ASSURANCE PROGRAM (CAP) 
The term of this service will be specified in the SERVICE AGREEMENT but shall not extend beyond December 
31, 2003 . 

This CAP Refrigerant Agreement is a cooperative effort between the CUSTOMER and CARRIER to: 
A. INSURE AVAILABILITY OF CFC-11 REFRJGERANT UNTIL DECEMBER 31,2003 FOR A 

FIXED ANNUAL PRICE. 
B. PROVIDE TIME TO DEVELOP A PLAN TO REPLACE EXISTING CFC CIDLLER(S) 

WITH NEW HFC-134A ROT ARY OR ABSORPTION CHILLER(S). 
C. REDUCE REFRIGERANT EMISSIONS. 

CUSTOMER agrees to: 
A. Maintain a Service Agreement with CARRJER 
B. Authorize CARRIER to repair any refrigerant leaks. 

CARRIER agrees to: 
A. Utilize service practices and tools designed to reduce refrigerant loss. 
B. Provide refrigerant per ARJ standards at no additional cost. 
c: Guarantee the availability of a CARRIER replacement chiller. 
D. Credit CUSTOMER, at market level buyback price, for CFC.:.11 assigned to CARRIER at the 

time of chiller replacement 

Equipment Covered: . 
The Chi~ler(s) ·covered under this CAP Service Agreement are on a separate attached list or are indicated 
"R~frigerant Agreement" on the Service Agreement Summary Sheet(s) . 

• GUARANTEE: 
_S~ould CARRIER be unable to provide CFC-11 refrigerant for any chilJer under this Refrigerant 

_·Agreement, CUSTOMER will receive a one-time credit often thousand dollars ($10,000) with respect to 
such chiller. The credit may be used toward the purchase of any CARRIER product or service and it is the 
CUSTOMER,S exclusive remedy for unavailability of CFC-11 refrigerant . 

. CARRIER'S commitment to perform _this Agreement is based upon the current laws, statutes and 
regulations ("Regulations") applicable to CFC-11 refrigerant. If these Regulations should ch~ge, 
CARRIER reserves the right to termim1te this Agreement without further obligation. 

SUBMITfED BY: DATE: --------------- -------------

CUSTOMER ACCEPTANCE: 

Company Name (Customa-) 

Accepted by (signature) 

. Aa:cpted by (typed/printed name) 

Title 

Customer Acocptance Date 

CARRIER APPROVAL: 
COMMERCIAL SYSTEMS & SERVICES 
DIVISION OF CARRJER CORPORATION 

Accepted by (signature) 

Accepted by (typed/printed name) 

Title 

Carrier Approval Date 

BCBSM 82018 
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CARRtCR OUILDtNG. SVSTCMJ- & S.£RVtCC S 

IZ@#i;Wc§§t=>Lus! 
'IHE ULTIMATC IN SCRVICC FLC><IBILITY 

SCOPE OF SERVlCE 

GENERAL SERVICES 

ENVIRONMENTAL, HEALTH AND SAFETY 
CARRIER is committed to conducting its operations in compliance with all environmental regulations and to 
providing a safe and healthful workplace for all of its employees. Our environmental, health and safety goals 
indude preventing incidents that harm the environment, accidental injury to our employees and visitors., and/or 
exposure to hannful chemical or physical agents. Our goals also include the elimination of accidents that cause 
property loss, environmental damage, or result in the interruption to our business. To achieve these goals, 
environmental and safety rules and procedures will be enforced equally with production, quality, cost and ethical 
standards. Our objective is to provide quality products and services while actively conserving our human and 
natural resources. CARRIER firmly believes that all accidents and undesirable environmental incidents are 
preventable. Furthermore, every job can, and will, be done safely and in an environmentally-sound manner. 
Realization of these goals and objectives will demand maximum effort from every employee. 

CARRIER's EH&S GOALS: 
A. Create arid maintain 4-Safety Awareness". Safety is everyone's responsibility, therefore make safety 

an integral part of every service job. 
B. Strive to maintain a haz.ard-free work environment by requiring everyone to provide special attention 

to the equipment, processes and procedures utilized in the performance of our work. 
C. Provide for the safeguarding of our employees while improving the effectiveness of our quality 

assurance and customer satisfaction programs. 
D. Ensure compliance with applicable standards, regulations and codes established by local. state and 

federal agencies (re:OSHA ). 
E. Utilize safety and health training, positive reinforcement techniques. identification, evaluation and 

correction of hazards and unsafe work procedures and performance to achieve regulat~ry co11ipl1ance. 

5-{i()F(01-93) 

F. Significant reduction iri lost-time-injuries, reportable accidents \\ith the long range goal of no lost­
time injuries and no recordable accidents. 

G. Active participation by all CARRIER employees in applicable aspects of the safety program. 
H. Provid~ CARRIER service operations with effective training based on both OSHA and CARRIER 

Safety Standards in the recognition, evaluation· and control ofhazards and dangerous work 
procedures and performances. 

I. Establish safety kits to provi~e proper personal protective equipment for the assigned tasks. 
J. Establishment of procedures for ·natm-al disasters, fire and emergency situations, in~luding safe 

locations, exit routes, methods for accounting for employees in natural disasters. 
K. Achieve and ensure the implementation of the safety program with the performance of safety, health 

and record-keeping.audits by representatives ofCARRIER's Safety Committee, and if necessary. 
enforcement through an accepted, written; adequately communicated disciplinary program. 

L Baseline' plot of equipment under current standard conditions. 

BCBSM 82019 
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07/12/99 14:04 FAX 612 871 7212 ARCHITECTURAL ALLIANCE ~002/019 

Standard Form of Agreement s ·etween Owner and Architect 

AIA Document 8141 - Electronic Format 

THIS DOCUMENT HAS IMPORTANT LEGAL CONSEQUENCES: CONSULTATION WITH AN ATTORNEY IS ENCOURAGED WITH RESPECT TO ITS 
COMPLETION OR MODIFJCATION. AlITHENTICATJON OF TI--llS ELECTRONICALLY DRAFTED AIA DOCUMENT MAY BE MADE BY USING AJA 

DOCUMENT D40 l. 

· Copyright 1917. 1926. 1948. 1951, 1953, 1958, 1961, 1963. 1966, 1967, 1970. 1974, 1977, 1987 by l11e American JnstillJte of ATchitccts, 17J5 New Yorlc Avenue. 
N.W .. Washington. D.C .• 20006-5292. Reproduction of the matcri:il herein or subslantiaJ quotation of its prnvisions without written permission of the AJA violates the 

copyright l:lws of the United States aod will he subject to legal prosecution. 

AGREEMENT 
made as of the day of mi in the year of Ninet~en Hundred and ¥~ 
BETWEEN the Owner: 

~ ~~!WrlID!~~Q!®N.fI 
~~~~ 

and the Architect: 
ome and addre.s.1 

The Owner and Architect agree as set forth below. 

AIA DOCUMENT Bl41 - OWNER-ARClilTECT AGREEMENT- FOURTEENTH EDI.TJON - AIA- COPYRIGHT 1987 - TI-IE AMERJCAN JNSTilUfE OF 
ARCHITECTS. 1735 NEW YORK A VENUE N.W ~ W ASHJNGTON. D.C. 20006-5192.;. Unliceosed photocopying violates U.S. copyright laws l.lld is subject to lcg~I 
prosecution. This docum.:nt was electronically produced wilh the pcnnissioo oflhc AIA and can he reproduced without violalion until 1.hc date of expiration :as noted below. 

Electronic Fonnat B_l4l-1987 
User Document: BCBSM141.DOC - 7/12/1999. AIA License Number 100515, which expires on 1217/1999 - Page #1 
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07/12/99 14:05 FAX 612 871 7212 ARCHITEC'J1JRAL ALLIANCE ~003/019 

TERMS AND CONDITIONS OF AGREEMENT BETWEEN OWNER AND ARCHITECT 

1.1 

ARTICLE 1 
ARCHITECT'S RESPONSIBILITIES 

ARCHITECTS SERVICES 

1.1.1 The Architect's services consist of those services 
perfonned by the Architect, Architect's employees and 
Arclutect's consultants as enumerated in Articles 2 and 3 of 
this Agreement and any other services included in Article 
12. 

1.1.2 The Architect's services shall be performed as 
expedi~ously as is consistent with professional skill and care 
and the orderly-progress of the Work. Upon request of lhe 
Owner, the Architect shall submit for the ·Owner's approval a 
schedule for the perfonnance of the Architect's services 
which may be adjusted as the Project proceeds. and shall 
include allowances for periods of time required for the 
Owners review and for approval of submissions by 
authorities having jurisdiction over the Project Time limits 
established by this schedule approved by Lhe Owner shall not, 
except for reasonable cause, be exceeded by the Architect or 
Owner. 

1.1.J The services covered by this Agreement are subject 
to the time limitations contained in Subparagraph 11.5.1. 

ARTICLE 2 
SCOPE OF ARCHITECT'S BASIC SERVICES 

2.1 DEFINITION 

2.1.1 The Architect's Basic Services consist of· those 
descnl>ed in Paragraphs 2.2 through 2.6 and any other 
services identified in Article 12 as part of Basic Services, and 
include normal structural, m~ha~~li -~ el~tric:{~ 

• - . e. semcesJ<mlli~:; 
• ~ -~i~btiil&itl 

-:~tt:t-~~~--~-:4 ._ .... 
~Baseu,i-en;f a:; 

QRI~~iji1 

2.2 SCHEMATIC DESIGN PHASE 

2.2.1 The Architect shall review the program furnished by 
the Owner to ascertain the requirements of the Project and 
shall arrive at a mutual understanding of such requirements 
with the Owner. 

2.2.2 The Architect shall provide a preliminary 

evaluation of the Owner's program. schedule and 
construction budget requirements, each in tenns of the other, 
subject to the limitations set forth in Subparagraph 5.2.L 

2.2.3 The Architect shall review with the Owner 
alternative approaches to design and construction of the 
Project. 

2.2.4 Based on the mutually agreed-upon • program, 
schedule and construction budget requirements. the Architect 
shall prepare. for approval by the Owner. Schematic Design 
Documents consisting of drawings and other documents 
illustrating the scale and relationship of Project components. 

2.2.5 +he Architect shall subrrut w-t:lle 0v.'fle.a\'IBµi:t} 
ffintr1icto~~ffitiit~Rt<?~ a preliminary estimate of 
~~~~ti~;· C~s~,.~~-€Hffeflt-area,~ume-e£--Othef 

lrnit costs_ 

2.3 DESIGN DEVELOPMENT PHASE 

2.3.1 Based on the approved Schematic Design 
Documents and any adjustments authorized by the Owner in 
the program. schedule or constrnction budget. the Architect 
shall prepare, for approval by the Owner, Design 
Development Documents consisting of drawings and other 
documents to fix and describe the size and character of the 
Project ~s to architeduraJ . structural, mecharucal and 
electrical systems, materials and such other elements as may 
be appropriate. 

2.3.2 +he Architect -sha-l-1 -'il6vi5e -the -Ownef -ef--aey­
ndj1:1stments --te -the -prel-tm-i-HAfY estimate -ef Construction 
Gest_ 

2.4 CONSTRUCTION DOCUMENTS PHASE 

2.4.1 Based on the approved Design Development 
Docun1ents and any further adjustments in the scope or 
quality of the Project or in the construction budget authorized 
by the Owner, the Architect shall prepare, for approval by 
the Owner,_ Construction Documents consisting of Drawings 
and Specifications setting forth in detail lhe requirements for 
the construction of the Project 

2.4.2 The Architect · shall assist the Owner in the 
preparation of the necessary bid~ing information. bidding 
forms. the Conditions of the Contract, and the fonn of 
Agreement between the Owner and Contractor. 
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2.4.3 the AI=ehiteet -shall --oovise --the -Owner --ef -ftfiJ 
adjustments -te previous . pt=eliminary estimates --ef 
'"'.,onstrnction-teSt indicated -by changes iR requiremcnls er 
_;eneral marlcet conditions. 

,.2.4.4 -The Architect shall assist the Owner in connection 
with the Owner's responsibility for filing documents required 
for the approval of governmental authorities liaving 
jurisdiction over the Project. 

2.5 Bl.DOING OR NEGOTIATION PHASE 

2.5.1 The Arcrntect. following ·the Owner's approval of 
the Construction Documents and of the latest preliminary 
estimate of Construction Cost, shall assist the Owner in 
obtaining bias -e, negotiated proposalsl aoo -assist * 
awarding and preparing contracts for · censtruetiofl. 

2.6 CONSTRUCTION PHASE-ADMINISTRATION 
OF THE CONSTRUCTION CONTRACT 

2.6.1 The Architect's responsibility to provide Basic 
Services for the Construction Phase under this Agreement 
commences with the award of the Contract for Construction 
and terminates at the earlier of the issuance to the Owner of 
the final Certificate for Payment or 60 da)'S after the date of 
Substantial Completion of the Work. 

2.6.2 The Architect shall provide administration of the 
Contract for Construction as set forth below and in the 

'lion of AJA Docum~nt .A201. deneral Conditions of the 
---0ntract for Construction, current as of the date of this 

Agreement, unless otherwise provided in this Agreement. 

2.6.3 Duties, responsibilities and limitations of authority 
of the Architect shall not be restricted, modified or extended 
without written agreement of the Owner and Architect with 
consent of the Contractor, which consent shall not be 
unreasonably withheld. 

2.6.4 The Architect shall be a representative of and shall 
advise and consult -with the Owner (1) during construction 
tmtil final payment to the Contractor is due, and (2) as an 
Additional Service at the Owners direction from time to 
time during the correction period described in the Contract 
for· Construction. The Architect shall have authority to act 
on behalf of the Owner only to the extent provided in chis 
Agreement unless otherwise modified by ,vrilten instrument. 

2.6.5 The Architect shaJJ visit the site at inrervals 
appropriate to the stage of construction or as othenvise 
agreed by the Owner and Architect in writing . to · become 
generally familiar with the progress_ and quality of the Work 
completed ·and to determine in general if the Work is being 

performed in a manner indicating that the Work when 
completed will be in accordance with the Contract 
Documents. However. the Arclutect shall not be required to 
make exhaustive or continuous on-site inspections to check · 
the quality or quantity of the Work. On the basis of on-site 
observations as an architect. the Architect shall keep the 
Owner informed of the progress and quality of the Work, and 
shall endeavor to guard the Owner against defects and 
deficiencies in the Work. (Mort! extensive site representation may be 
agreed to as on .Addifional Service.. os d.:scribed in Paragraph 3.lJ 

2.6.6 The Architect shall not have control over or charge 
of and shall not be responsible for construction means. 
methods, techniques, sequences or procedures, or for safe~ 
precautions and programs in connection with the Work, 
since these are soJely the Contractor's responsibility W1der 
the Contract for Construction. The Architect shall not be 
responsib)e for the Contractor's schedules or failure to cany 
out the Work in accordance with the Contract Documents. 
The Architect shalJ not have CQntrol over or charge of acts or 
omissions of the Contra~tor, Subcontractors, or their agents 
or employees, or of any other persons pe:rfonning portions of 
the Work. 

2.6.7 The Architect shaJJ at all times have access lo the 
Work wherever it is in preparation or progress. 

2.6.8 Except as may otherwise be provided in the 
Contract Documents or when direct communications have 
been specially authorized, the Owner and Contractor shall 
communicate lhrough the Architect. Communications by 
and with the Architect's cons,.iJtants sha11 be through the 
Architect. 

2.6.9 Based on the Architect's observations and 
evaluations of the C.onttactor's Applications for Payment, the 
Architect ~hall review and certify the amounts due the 
Contractor. 

2;6.10 The Architect's certification . for payment shall 
constitute a representation to the Owner, based on the 
Architect's observations at the site as provided in 
Subparagraph 2.6.5 and on . the data comprising the 
Contractor's Application for Payment. that the Work has 
progressed to the point indicated and that,. to the best of the 
Architect's knowledge, infonnation and belief, quality of the 
Work is .in accordance with the Contract Documents. The 
foregoing represenL1tions are subject to an eva]uation of the 
Work for conformance with the Contract Documents upon 
Substantial Completion. to results of subsequent tests and 
inspections, to minor deviations from the · Contract 
Documents correctable prior to completion and to specific 
qualifications e;t,..1uessed by the Architect. The issuance of a 
Certificate for Payment shall further constitute a 
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representation that the Contractor is entiUed to payment in 
the amount certified_ However> the issuance of a Certificate 
~')r Paym~nt shall not be a representation that the Architect 
J3S (1) made exhaustive or continuous on-site inspections to 
check the quality or quantity of the Work, (2) reviewed 
construction means, methods, techniques. sequences or 
procedures. (3) reviewed copies of requisitions received from 
Subcontractocs and material suppliers and other data 
requested by the Owner to substantiate the Contractor's right 
to payment. or ( 4) ascertained how or for what purpose the 
Contractor has used money previously paid on account of the 
Contract Sum_ 

2.6.11 The Architect shall have authority to reject Work 
which does not conform to the Contract Documents. . 
Whenever the Architect considers it necessary or advisable 
for implementation of the intent of the Contract Documents, 
the Architect wiJJ have aulhoricy to require additional 
inspection or testing of the Work in accordance with the 
provisions of the Contract Documents, whether or not such 
Work is fabricated, installed or completed_ However, neither 
this authority of the Architect nor a decision mad_e in good 
faith either to exercise or not to exercise such aulhority shall 
give rise to a duty or responstbility of the Architect to the 
Contractor, Subcontractors, material and equipmenc 

··• • suppliers, their agents or employees or other persons 
performing portions of the Work. 

2.6.12 The Architect shaJJ review and approve or take 
other appropriate action upon Contractor's submittals such as 

op Drawings, Product Data and Samples, but only for the 
.aited purpose of checking for conformance with 

infomiation given and lhe design concept ex"J)ressed in the 
Contract Documents. The Architect's action shall be taken 
with such reasonable promptness as to cause no delay in the 
Work or in the construction of the Owner or of separale 
-contractors, while allowing sufficient time in the Architect's 
professional judgment lo permit adequate review. . Review of 
such submittals is not conducted for the purpose of 
determining the accuracy and completeness of other details 
.such as dimensio~ and quantities or for substantiating 
instructions for installation or peiformance of equipm~nt or 
systems designed by the Contractor, all of ,vhkh remain the . 

. responsibiJity of the Contractor to the extent required by the 
Contract Documents. The Architect's review shaJJ nol 
constitute approval of safety precautions or, unless otherwise 
spegfi.cally stated by the Architect, of construction means. 
methods, techniques, sequences or procedures. The 
Architect's approval of a specific item shall not indicate 
approval of an assembly of which the item is a component. 
When . professional certification of . performance 
characteristics of materials. systems or equipment is required 
by the Contract Documents, the Architect shaII be entilled to 
rely upon such certification to establish that the materials, 

systems or equipment will meet the performance criteria 
required by the Contract Documents. 

2.6.13 The Architect shall prepare Change Orders and 
Construction Change Directives, with supporting 
documentation and data if deemed necessary by the Architect 
as provided in · Subparagrnphs 3.1.I and 3.3.3. for the 
Owner's approval and execution in accordance with the 
Contract Documents. and may authorize minor changes in 

· the Work not involving an adj\,lstment in the Contract Sum 
or an ·extension of the Contract Time which are not 
inconsistent with the intent of the Contract Documents. 

2. 6.14 The Architect shall conduct jnspections to 
determine the date or .dates of Substantial CompJetjon and. 
the. date of final completion. shall receive and forward to the 
Owner for the Owner's review and records written warranties 
and related documents required by the Contract Documents 
and assembled by the Contraccor, and shaU issue a final 
Certificate for Payment upon compliance with the 
requi.rements of the Contract Documents. 

2.6.15 The Architect shaJJ interpret and decide matters 
concerning perfonnance of the Owner and Contractor under 
the requirements of the Contract Documents on written 
request of either the Owner or Contractor_ The Architect's 
response to such reques!-5 shall be made with reasonable 
promptness and wilhin any time limits agreed upon. 

2.6.16 Irterpretations and decisions of the Architect shall 
be consistent with the intent of ,1nd reasonably inferable from 
lhe Contract Documents and shaH be in writing or in the 
fom1 of drawings. When making such interpretations and 
initial decisions. the Architect shall endeavor to secure. 
faithful performance by both Owner and Contractor, shall 
not show partiality to either~ and shall not be liable for 
resulls of interpretations or decisions so rendered in good 
faith. 

2.6.17 The Archltect's decisions on matters relating to 
aesthetic effect shall be final if consistent with . the intent 
expressed in the Contract Documents_ 

2.6~18 The Architect shall render written decisions within . . 

a reasonable time on all claims. -disputes or other matters in . 
questfon between the Owner and Contractor relating to the 
execution_ or progress of the Work as provided in ihe 
Contract Docu mems. 

2.6 .19 The Architect's decisions on claims. disputes or 
other matters, including those in question between the 
Owner and Contractor, except for those relating to aesthetic 
effect as.provided in Subparagraph 2_6.17. shaJI be subject to 
arbitration as provided in this Agreemenl ·and in the Contract 
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Documents. 

3.1 

ARTICLE 3 
ADDITIONAL SERVICES 

GENERAL 

3.1.1 The services descnoe<l in this Article 3 are not 
included in Basic Services unless so identified in Article J 2 
and they shall be paid for by the Owner as provided in thi; 
Agreement, in addition to the compensation for Basic 
Services. The services described under Paragraphs 3.2 and 
3.4 shall only be · provided if authorized or confirmed in 

• writing by the Owner. If services described under 
Contingent Additional Services in Paragraph 3.3 are 
required due to circumstances beyond the Architect's control. 
the A,Tchitect shall notify the . Owner prior lo commencing 
such services. If the Owner deems that such seivices 
descnoed under Paragraph 3.3· are not required, the Owner 
shall give prompt written notice to the Architect. If the 
Owner indicates in writing that all or part of such 
Contingent Additional Services are not required. the 
Architect shall have no obligation to provide those services. 

3.2 PROJECT REPRESENTATION BEYOND 
BASIC SERVICES 

3.2.1 If more extensive representation at the site than is 
descnoed .in Subparagraph 2.6.5 is required, the Architect 
shall provide one or more Project Representatives to assist in 

rying out such additional on-site responsibilities. 

3.2.2 Project Representatives shall be selected, employed 
and directed by the Architect, and the Architect shall be 
compensated therefor as agreed by the Owner and Archilecl 
The duties. responsibilities and limitations of authority of 
Project Representatives shall be as described in the edition of 
AIA Documenl B352 current as of the dale of this 
Agreement. unless otherwise agreed. 

3.2.3 • Through the observations by such Project 
Representatives. the Architect shall endeavor to provide 
further protection for the Owner against defects and 
deficiencies in the Work. but the furnishing of such project 
representation shall not modify the rights, responsibilities or 
obligations of the Architect as descnl>ed elsewhere in this 
Agreement. 

3.3 CONTINGENT ADDITIONAL SERVICES 

3.3.1 Making revisions in Drawings, Specifications . or . 
other documents when such revisions are: 

.1 inconsistent with approvals or instructions 
previously given by the Owner, including revisions 

made necessary by ;tdjustments in the Owner's 
program or Project budget; 

.2 required by the enactment or revision of codes. laws 
or regulations subsequent to the preparation of such 
documents; or 

. 3 due to changes required as a result of the Owner's 
faiJure to render decisions in a timely manner. 

3.3.2 Providing services "required because of significant 
changes in the Project including, but not limited ·to. size. 
quality, complexity, the Owner's schedule, or the method of 
bidding or negotiating and contracting for construction, 
except for services required under Subparagraph 5.2.5. 

3.3.3 Preparing Drawings. Specifications and other 
documentation and supporting data, evaluating Contractor's 
proposals. and providing other services in connection with 
C1iange Orders and Construction Change Directives. 

3.3.4 Providing • services in connection with evaluating 

substitutions proposed by the Contractor and making 
subsequent revisions to nrawings, Specifications and other 
documentation resulting therefrom, 

3.3.5 Providing consultation concerning replacement of 
Work damaged by fire or other cause during construction. 
and furnishing services required in connection with the 
replacement of such Work. 

J.3.6 Providing services made necessary by the default of 
the Contractor. by major defects or deficiencies in the Worlc 
of the Contractor, or by failure of performance of either the 
Owner or Contractor under· the Contract for Construction. 

3.3.7 Providing services in evaluating an extensive 
number of claims submitted by the Contractor or others in 
connection with the Work. 

3.3.8 Providing services in connection with a public 
hearing. arbitration proceeding or legal proceeding except 
where the Architect is party thereto. 

3.3.9 Preparing documents for alternate. separate or 
sequential bids or providing services in connection with 
bidding. negotia~on or construction prior to the completion 
of the Construction Documents Phase. 

3.4 OPTIONAL ADQITIONAL SERVICES 

3.4.1 Providing analyses of the Owner's needs and 
progrnnuuing the Tequirements of the Project. 

J.4.2 Providing financial feasibility • or other special 
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studies. 

.4.3 Providing planning surveys. site evaluations or 
.>mpacative studies of prospective sites. 

3.4.4 Providing special surveys, environmental studies 
and submissions required for approvals of govern1nenc..c1J 
authorities or others having jurisdiction over the Project. 

3.4.5 Providing services relative to future facilitjes, 
systems and equipment 

3.4.6 Providing services to investigate existing condilions 
or facilities or to make measured drawings ihereof 

3.4. 7 Providing services to yerify the accuracy of 
drawings or other information furnished by the Owner. 

3.4.8 Providing coordination of construction perforined by 
separate contractors or by the Owner's own forces and 
coordination of services required in connection witl1 
construction performed and equipment supplied by the 
Owner. 

3.4.9 Providing services in connection with the work of a 
construction manager or separate consultants retained by the 
Owner. 

3.4.10 Providing detailed estimates of Construction CosL 

- 1.11 Providing detailed g·uantity surveys or inventories of 
.erial, equipment and labor. 

3.4.12 Providing analyses of owning and operating cosls. 

3.4.13 Providing interior design and other similar services 
required for or in connection with the selection, procurement 
or installation of furniture, furnishings and related 
equipment. 

3.4.14 Providing services for planning tenant or rental 
spaces. 

3.4.15 . Making investigations, inventories of materials or 
equipment, or valuations and detailed appraisals of existing 
facilities. 

3.4.16 Preparing a set of reproducible record drawings 
showing significant changes in the Work made during 
construction based on marked-up prints> drawings and other 
data furnished by the Contractor to the Architect. 

3.4.17 Providing assistance in the utilization of equipment 
or systems • such as testing. adjusting and balancing, 
p.reparation of operation and maintenance manuals. training 

personnel for operation and maintenance. and consultation 
during operntion. 

3.4.18 Providing services after issuance to the Owner of 
the final Certificate for Payment, or in the absence of a final 
Certificate for Payment, more than 60 days after the date of 
Substantial Completion of the Work. 

J.4.19 Providing servic:es of consultants for. other than 
archi lectural, structural. mecharucal and·. electrical 
engineering portions of the Project provided as a part of 
Basic Services. 

3.4.20 Providing any other services not otherwise incJuded 
in this Agreement or . not customarily furnished in 
accordance with generally accepted architectural practice. 

ARTICLE 4 
OWNER'S RESPONSIBILITIES 

4.1 The Owner shall provide full infonnation_ regarding 
requirements for the Project, including a program which 
shalJ set forth the Owner's objectives, schedule, constraints . 
and criteria. including space requirements and relationships. 
flexibility, expandability, special equipment. systems and site 
requirements. 

4.2 The Owner shall establish and update an overall 
budget for the Projecc. including the Construction Cost, the 
Owner's other · costs and reasonable contingencies related to 
all of these costs_ 

4.3 If requesced by the Architect, the Owner shall 
furnish evidence that financial arrangements· have been made 
lo fulfill the Owner's obligations under this Agreement. 

4.4 The Owner shall designate a representative 
authorized to act on the Owner's behalf with respect to the 
Project l11e Owner or such authorized representative shall 
render decisions in a timely manner pertaining to documents 
submitted by the Architect in order· to avoid unreasonable 
delay in the orderly and sequential progress of the Architect's 
services. 

4.5 The Owner shall furnish surveys describing physical 
characteristics. • legal limitations and utility locations for the 
site of the Project, and a written legal description of the site. 
The surveys and legal infonnation • shall include, as 
applicable, grades and lines of streets, alleys, pavements and 
adjoining property and • structures; adjacent drainage; 
rights-of-way. restnctions, easements, encroachments, 
zoning. deed restrictions, boundaries and contours of the site; 
locations, dimensions and necessary data pertaining to 
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existing buildings. other improvements and trees; and 
information concerning available utility services and lines. 

~ public and private, above and below grade. including 
. rts and depths. All the infonnation on the survey sha 1J 

be referenced to a project benchmark_ 

4.6 The Owner sbaJI furnish the services of 
geotechnical engineers when such services are requested by 
the Architect. Such services may include but are not limited 
.to test borings, test pits, detenninations of soil · bearing 
values. percolation tests, evaJuations of hazardous materials. 
ground corrosion and resistivity tests. including necessary 
operations for anticipating subsoil conditions, with reports 
and appropriate professional recommendations. 

4.6.1 The Owner shall furnish the services of other 
consultants when such services are reasonably required by 
the scope of the Project and are requested by the Architect. 

4.7 The Owner shalJ furnish structural, mechanical, 
chemica1, air and water pollution tests, tests for hazardous 
materials, and other Jab<)ratory and environmental tests, 
inspections and reports required by law or the Contract 
Documents. 

_4.8 The Owner sha11 furnish all legal, accounting and 
insurance counseling services as may be necessary at any 
time for the Project, including auditing services t11e Owner 
may require to verify the Contractor's Applications for 

• •- _ P:1vment or to ascertain how or for what purposes the 
'ractor has used the money paid by or on behalf of the 

.ner. 

4.9 The services, information, smveys and reports 
required by Paragraphs 4_5 through 4.8 shall be furnished at 
the Owner's expense, and the Architect shall be entitled to 

rely upon the accuracy and completeness thereof 

4.10 . Prompt written notice shall be given by the Owner 
to the Architect if the Owner becomes aware of any fault or 
defect in the Project or nonconfonnance with the Contract 
Documents_ 

4.11 The proposed language of certificates or 
certifications requested of the Architect or Architect's 
consultants shall be submitted to the Architect for review and 
approval at least 14 days prior to execution. The Owner 
shall not request certifications that would require knowledge 
or services beyond the scope ofthls Agreement. 

ARTICLE 5 
CONSTRUCTION COST 

5.1 DEFINITION 

5.1.1 The Construc~ion Cost shall be the total cost or 
estimated cost to the Owner of aJI elements of the Project 
designed or specified by the Architect. 

5.1.2 The Coru;truction Cost shall include the cost at 
current m:·1rket rates of labor and materials furnished by the 
Owner and equipment designed, specified, selected or 
specia11y provided for by the Architec~ plus a reasonable 
allowance for the Contractor's overhead and profit. In 
addilion, a reasonable aJJowance for contingencies shall be 
included_ for market conditioru; at the time of bidding and for 
changes in the Work during construction. 

5.1.3 Construction Cost does not include the 
compensation of the Architect and Arc;hitect's consultants, 
the costs of the land, rights-of-way, financing or other costs 
which are the responsibility of the Owner as provided in 
Article 4. 

5.2 RESPONSIBILITY FOR CONSTRUCTION 
COST 

5.2.1 Evaluations -ef -the Owner's _ -Proje€t bt:Jdgel, 
prelimiHary estimates -ef Construction_ -Gest -ilfl6 decailed 
estinrnles -ef CoAstruction -Ce5t-;- -if -aHJ', prepared -by -the­
A.chitec£, re~resent the Architec-fs best judgment as a design 
professional familiar -will¼ -the construction industry. --It -is­
recognized, hov,•ever, --lliat -flci!-hef -the -Arorutea -l¼&f -the 
GwJtef -has ~ -eveF -the --rest --ef -laOOf'; materia:Js -t}f­

equipmefll, o• .. er lhe CoHtraclor's methods of determining bia 
fffi€eS; -eF -eveF competitive -lmJdmg; --maFket -eF negotiating 
co Hdi cions. Accordi ng)y, -the -Arclttte€t -€0flfl0t-afld ~-oot 
wamm-et= represenl that-bias--Of negotiaced -pri€es-will-fl6t­
vary from the Ovt"ner's Project budget or from any estimate of 
Construction-Gest or ew1Iuation prepared or-agreed-te-by-the 
Architect. 
1ffs~f~~~¼"1..!.'.:s:2~1~/~ }:t~~e=~1fora1?t~.o .. _ ~-.cm ·shalt"~-~ 
r~Xl~d~6Lil9r~·;ra·&~m~ ~~· ·: -• _ ~~ • 
wbrti:~i'sh"1i1 ~,~ 'e~1Nrl ee---~ ;- ti 
~~~4~ -,~ . . . 
~~f.L9~f~~t -~-j~~.M~_-~:-] -~t~ -.:..: .~, ~ · 
~~9PP.era!~:·_f,Jt_tf Jfi~i1~~~~~rM¾tli~--=~~""""'~ ... 
pr.oc_ess: 
5.2.2 ~ ~ --1-Hrut -ef Construction -Gast -shall -be­
established . -as -a coHdition -er -thls Agreement -by -the 
fum.ishmg; proposa:J ~ establisftffiefft -ef-a -Pmjeet buaget, 
~-sucll-fuied--ttmit--has-bee-R--agreed-tipan in writing -aad 
sigflea -er -t-he-pafties-heret&.--lf --500fl-a-furetl-limit...Jtas-been-­
estab1ished. -the --A-f€hltea -shatl -be permicted -w --mclude 
contingencies --fef-desigR, bidding -and -pEi€e escalation, -m­
detem1iAe -what materials, equipment, component systems 
a-oo--types-ef construccion-are-te-be ineludeEl-m-the Contract 
Documents. -te-fllflke re.1sonable ad}ustmeflts--in-the-seepe-ef 
tlle -P-fflject -a-Rtl -te ~ -i-H -the CofltraGl Documents 
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alternate bids---te -ililjust-the Constructioa teSt --te -the ..fuied 
• JimjL Fixed limits. if any, shall be increased m--the amount 

""an increa5e-in the Omtract Sum occurring after e . .ecution 
j the Contract for ConstructioR. 

5.2.3 If -the Bidding ~ Negotiation -Phase -has -flBt­

commenced withla-00..iJAys-afteF-the Architect 'submits the 
Con.structi~n Documents to the Owner. eny Project budget-er 
fured-limit4 Coiistmction ~-shall-be adjusted te-refleet 
ehanges-m -the g~neral -level -4 ;ffi€e5-m --the construction 
.mdustJy between -the:4ate-ef submission of-the Conslructioo 
Doc-umeats-te -the-Owflef:-and -the -4at6 ~ -whi€h proposals 
ere sought. 

5.2.4 If -a~ -limit .:.ef Construction -{;est (adjusted -as­
provided· .m Subparagraph ~-is exceeded -by -the --l&west 
bona fide bid or negotiated proposal. the Owner shall: 

.1 give-written appro,,11-ef-an increose-m--5¼t€h~ 
limit; 

.2 authorize rebidding O£ • renegotiating -ef -lhe-Preje€1 
withln a reasonabJe time; 

.3 if-the Project is abandoned, ter=min.ite in accord,mce 
'\\rilh Paragraph 8.3; Of 

.4 coopernte in revising lhe-Preje€t-5€epe-arul~ 
as required to reduce the CoRStructioR CosL 

- 'l.5 If -the --OwneF chooses -w proceed -mttief -Glause­
.:4+,- -the Arehitecl; without additional charge, -shall 

modify the ContraGt Documents as eecessary te~-with 
the ..fured -limit; -if established -flS -a condition 4 -this 
.A.greement--+he modificatioft ~ Contract DoeumeJlts-shall 
be the limit of the Architect's responsibility arising out of the 
establishment ofa fo,ed limit The Architect shall be entitled 
ta compensation ifn1ccordance-witb-this Agreemenl-fuf-all­
sewi€es perfuHlled v,rhether or oot-the Construction -Phase-is 
commenced. 

ARTICLE 6 
USE OF ARCHITEcrs DRAWINGS. 

• SPECIFICATIONS AND OTHER DOCUMENTS 

6.1 The Drawings, Specifications and other documents 
prepared by the Architect for this Project are instruments of 
the Architect's service for use solely with respect to this 
Project ~ unless otherwise provided. the Architect shalJ be 
·deemed the author of these documents and shall retain all 
common law. statutory and other reserved rights, including 
the copyright The Owner shall be permitted to retain 
copies. including reproducible copies, of the Architect's 
Drawings, Specifications and other documenLs for 

information and reference in connection with the Owner's 
use and occupancy of the ProjecL The Architect's Drawings, 
Specifications or ocher documcnLS •Shan not be used by the 
Owner or others on other projects, for additions to this 
Project or for completion of this Project by others, unless the 
Architect is adjudged to be in default under this Agreement, 
exctpl by agreement in writing and with appropriate 
compensation to the Architect. 

6.2 Submission or distribution of documents to meet 
offidal regulatory requirements or for similar purposes in 
connection with the Project • is not to be construed as 
publication in derogation of the Architect's reserved rights. 

ARTICLE 7 
ARBITRATION 

7.1 Claims, disputes or other matters in question 
between the parties to this Agreement arising out of or 
relating to this Agreement or breach thereo- shall-be 

. subject to and decided by arbitration in accordance with the 
Construction Industry Arbitration Rules of the American 
Arbitration Association currently in effect unless the parties 
mutually agree otherwise. 

7 .2 Demand for arbitration shall be filed in writing with 
the other party to this Agreement and with the American: 
Arbitration Association. A demand for arbitration shall be 
made ,vilhin a reasonable time after the claim. dispute or 
olher matter in question has a1isen. In no event shall the 
demand for arbitration be made after tlle date when 
institution of legal or equitable proceedings based on such 
claim. dispute or other matter in question would be barred by 
the applicable statutes of limitations. 

7.3 No arbitration arising out of or relating to this 
Agreement shall include, by consolidation, joinder or in any 
other manner. an additional person or entity not a party to 
this Agreement, except by written con.senl containing a 
specific reference lo this Agreement signed by the Owner. 
Archilect, ~nd any ·other person or entity sought lo be joined. 
Consent lo arbitration involving an additional person or 
entity shall not constitute consent to arbitration of any claim, 
dispute or other matter in question not described • in the 
written consent or with · a person or entity not named or 

. described therein. The _foregoing agreement to arbitrate and 
other agreements to arbilrale \\-ilh an additional person or 
entity duly consented to by the parties to this Agreement 
shall be specificalJy enforceabJe in accordance with 
applicable law in any court having jurisdiction thereof. 

7.4 l11e award rendered by the arbitrator or arbitrators 
shall be final. and judgment may be entered upon ic in 
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accordance with applicable law in any court having 
jurisdiction thereof_ 

I 

ARTICLE8 
1ERMINATION, SUSPENSION OR 

ABANDONMENT 

8.1 This Agreement may be terminated by either party 
upon not less than seven days' written notice should the other 
party fail substantially to perform in -accordance with the . 
terms of this Agreement through . no fault of the party 
initiating the tennination_ 

8.2 If the Project is suspended by the Owner for more 
than 30 consecutive days. the Architect shall be compensated 
for services perf onned prior to notice of such suspension. 
When the Project is resumed. the Architect's compensation 
shall be equitably adjusted to provide for expenses incurred 
in the interruption and resumption of the Architect's 
services. 

8.3 This Agreement may be terminated by the Owner 
upon not less than seven days' written notice to the Architect 
in the event that the Project is permanently abandoned. If 
the Project is abandoned · by the Owner for more than 90 
consecutive days. the Architect may terminate this 
Agreement by giving written notice. 

8.4 Failure of the Owner to make payments to the 
·chltect in accordance with this Agreement shall be 
.sidered substantial nonperfonnance and caus~ for 

tennination. 

8.5 If the Owner fails to make payment when due the 
Architect for services and expenses. the Architect may. upon 
seven days' written notice to the Owner, suspend 
-performance of services under this Agreement. Unless 
payment in full is received by the Architect within seven 
days of che date of the notice, the suspension shall take effect 
without further notice. lIJ. the event of a suspension of 

. services. the Architect shall have no liability . to the Owner 
for · delay or damage caused the Owner because of such 
suspension of services. 

8.6 In the event of termination not the fault of the 
Archit~ the Architect shall be compensaled for services 
performed prior to termination. together with Reimbursable 
Expenses then due and all Termination Expenses as defined 
in Paragraph 8~7-

8.7 Termination E>...-penses are in addition to 
compensation for Basic and Additional Services, and include 
expenses whlch are directly attributable to termination. • 

Termination Expenses shall be computed as a percentage of 
the total compensation for Basic Services and Additional 
Services earned to the time of termination, as follows: 

_ 1 Twenty percent of the cotal compensation for Basic 
and Additional Services earned to date if 
termination occurs before or during the predesign, 
site analysis, or Schematic Design Phases~ or 

.2 Ten percent of the tot~J compensation for Basic and 
Additional Services ea med to date if tennination 
occurs during the Design Development Phase; or 

.3 Five percent of the tota I compensation for Basic and 
Additional Services earned to date if termination 
occurs during any subsequent phase. 

ARTICLE 9 
MISCELLANEOUS PROVISlONS 

9_1 Unless olherwise provided. this Agreement shaJI be 
governed by the law of Lhe principal place of business of the 
Architect. 

9.2 Terms in this Agreement shaJJ have the same 
meaning as lhose in AJA Document A201. General 
Condi lions of the Contract for Const.ruction, current as of the 
date of this Agreement. 

9 .3 Causes of action between the parties to this 
Agreement pertaining to acts or failures to act shaJl be 
deemed lo have accrued and the applicable statutes of 
limitations shall commence to run not later than either the 
date of Substantial Completion for acts or . failures to act 
occurring prior to Substantial Completion, or the date of 
issuance of the final Certificate for Payment for acts or 
failures to act occurring after Substantial Completion. 

9 .4 The Owner and Architect waive all rights against 
each _other and against the contractors, consultants, agents 
and employees of the other for damages, but only to the 
extent covered by property insurance during construction. 
except such rights as they may have to the proceeds of such 
insurance as set forlh in the edition of AJA Document A201, 
General Conditions of the Contract for Construction, current 
as of the · date of this Agreement. The Owner and Architect 
each shall require sirruiar waivers from <heir contractors. 
consultants and agents. 

9.5 The Owner and Architect . . respectively. bind 
themselves. their partners. successors, assigns and legal 
representatives Lo the other party to this Agreement and lo 

the partners. successors. assigns and legal representatives of 
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such other party with respect to all covenants of this 
Agreement Neither Owner nor Architect shall assign this 

greement without the written consent of the other. 

9.6 This Agreement represents the entire and integrated 
agreement between the Owner and Architect and supersedes 
all prior negotiations> representations or agreements, either 
written or oral. This Agreement may be amended only by 
written instrument signed by both Owner and ArchilecL 

9.7 Nothing contained in this Agreement shaJJ create a 
contractual relationship with or a cause of action in favor of 
a third party against either the Owner or Architect. 

9.8 Unless otherwise provided in this Agreement, the 
Architect and Architect•s consultants shall have no 

• responsibility for the discovery, presence, handling, removal 
or disposal of or exposure of persons to hazardous materials 
in any fonn at the Project site, induding but not limited. Lo 

asbestos, asbestos products, polych1orinated biphenyl (PCB) 
or other toxic substances. 

9.9 TI1e Architect shaJl have the right to include 
representations of the design of the Project, including 
photographs of the exterior and interior, among the 
Architect's promotional and professional materials. The 
Architect's materials shall not include the Owner's 
confidential or proprietary inform,rtion if the Owner has 
previously advised the Architect in \Vriting of-the specific · 
information considered by the Owner to be confidenlia I or 

lrietary: The owner shall provide professional credit for 
J Architect on the construction sign and in the promotional 

materials for the Project. 

ARTICLE 10 
PAYMENTS TO THE ARCHITECT 

10.1 DIRECT PERSONNEL EXPENSE 

10.1.1 Direct Personnel Expense is defined as the direct 
• salaries of the Architect's personnel engaged on the Project 
and the portion of the cost of their mandatory and customary 
contributions and benefits re1ated thereto. such as 
employment taxes and other statutory employee benefils, 
insurance, sick leave. holidays, vacations, pensions and 
similar contributions and benefits. 

10.2 . REIMBURSABLE EXPENSES 

10.2.1 Reimbursable Expenses are in addition to 
compensation for Basic and Additional Services and include 
expenses incurred by the Architect and Architect's employees 
and consultants in the interest of the Project, as identified in 
the foUowing CJauses. 

10.2.1.1 E>..-pense of transportation in connection with 
lhe Project; expenses in connection with authorized 
out-of-town travel: long-distance communications; and fees 
paid for securing approval of authorities having jurisdiction 
over the Project 

10.2.1 .2 E>..-pertse of reproductions, postage and handling 
of Drawings. Specifications and other documents. 

10.2~1.J If authorized in advance by the Owner, expense 
of overtime work requiring higher than regular rates. 

10.2.1.4 Expense of renderings, models and mock•ups 
requested by the Owner. 

10.2.1.5 Expense of additional insurance coverage or 
limits, including professiona1 liability insurance, requested 
by the Owner in excess of that norma11y carried by the 
Architect and Architect's consultants. 

10.2.1.6 Expense of computer-aided design and drafting 
equipment lime when used in connection with the Project. 

10.3 PAYMENTS ON ACCOUNT OF BASIC 
SERVICES 

10.3~1 An initial payment as set forth in Paragraph 11.l is 
the minimum payment under this Agreement 

10.3.2 Subsequent payments for Basic Services shall be 
made monthly and. where applicable, shaJl be in proportion 
lo services performed within each phase of service, on the 
basis set forth in Subparagraph 11.2.2. 

10.3.3 If and to the e.:\.1.enl that the time initially established 
in Subparagraph 11.5. J of this Agreement is exceeded or 
exLe'nded through no fault of the Architect, compensation for 
any services rendered during the additional period of time 
shall be computed in the manner set forth in Subparagraph 
I 1.3.2. 

10.3.4 When compensation is based on a percentage _of 
Construction Cost and any portions of the Project are deleted 
or otherwise not constructed~ compensation for those 
portions of the Project shall be payable to the extent services 

• are performed on those portions, in accordance with the 
schedule set forth in Subparagraph 11.2.2. based on (1) the 
lowest bona fide. bi() or negotiated proposal. or (2) if no such 
bid or proposal is received, the most recent preliminary 
estimate of Construction Cost or detailed estimate of 
Construction Cost for such portions of the Project. 

10.4 PAYMENTS ON ACCOUNT OF ADDITIONAL 
SERVICES 
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10.4.1 Payments on account of the Architect's Additional 
"'-ervices and for Reimbursable Expenses shall be made 
.t0nthly upon presentation of the Architect's statement of 

services rendered or expenses incurred. 

10.5 PAYMENTS WITHHELD 

10.5.1 No deductions shall be made from the Architect's 
compensation on account of penalty, liquidated damages or 
other sums withheld from payments to contractors. or on 
account of the cost of changes in the Work other than t~ose 

for which the Architect has been found to be liable. 

10.6 ARCHITEcrs ACCOUNTING RECORDS 

10.6.1 Records of Reimbursable Expenses and expenses 
pertaining to Additional Services and services performed on 
the basis of a multiple of Direct Personnel Expense shall be 
available to lhe Owner or the Owner's authorized 
representative at mutually convenient times. 

ARTICLE 11 
BASIS OF COMPENSATION 

The Owner shall compensate the Architect as follo\\-'S: 

11.1 AN INITIAL PAYMENT of t~ Dollars ($ Q;QQ) shall be made upon execution of this Agreement and credited to the 
Owner's account at final payment. 

11.2 BASIC COMPE.NSATION 

11.2.1 FOR BASIC SERVICES, as described in Article 2. and any other services included in Article 12 as part of Basic Services, ::, 
Basic Compensation shall be computed ~s follows: (Insert basis of compen,sation, induding stipulated sums . . muJtiples or 

~r-~!1tag:5. a~d -~~~phases ~ ~~ich ~~;:!}!1~!~~~~~ -~~';?!:!P,:~~~<?~-~~_gJY~ . .!!.,,~.;.Se~~~~r.:L-_~;--.v - w--.· ·.; - - -- . 

mffni~~™~~%fJI~m~m-~mg!!p.Q~gg~g-~t:~D£ll!q1-9g,:.~j_t_~~g_r}~f9rJtI.~@X!tfQ!!1_9"~nO~l>J!!illgM~ 

_11.2.2 Where compensation is based on a stipulated sum or percentage of Cons1ruction Cost. progress payments fo( Basic Services 
in each phase shall total the folfowing percentages of lhe lolal Basic Compensation payable: (Insert additional phases as 
appropriate.) 

Schematic Design Phase: 
Design Pevelopment Phase: 
Construction Documents Phase: 
Bidding or Negotiation Phase: 
Construction Phase: 
Total Basic Compensation . 

11.3 COMPENSATION FOR ADDITIONAL SERVICES 

f.ifl~!! percent ( ;!-~ %) 
ti~~ty percent ( ilj %) 

[~. percent ( an %) 
_ .. f.~ percent (j %) 

;t~fv, percent { 1.(1 %) 
one hundred percent(IO0¾) 

11.3.1 FOR PROJECT REPRESENTATION BEYOND BASIC SER VICES. as described in Paragraph 3.2> compensation shall be 
~ed as follows: • 
~lll~~~mmuu!11~1~1eetfEtn~~lfiRrN~kg~~ti-;-o.9-~r1y~1?~~~1t~r~Ui~)i!fopg~~JifQ9r!~..R-.,_~~~-m . - . 
11.3.2 FOR ADDITIONAL SERVICES OF TIIE ARCHITECT, as described in Articles 3 and 12, other than (1) Additional 
Project Representation, as descnl>ed in Paragraph 3.2, and (2) services included in Article 12 as part of Basic Services, but 
excluding services of consultants, compensation shall be computed as fol1ows: 
(Jn:rert ho.sis of compensolion. including rates and/or multipln of Direcl Per.Sonne/ Expense for Principals ond employees. nnd identify Principals and clDs.sify 

~~plo ee.s, i ;e !~!;~ l~!eec~.:/~c_:_.s lo ":'~!!..e:.!~Ci~~:1!!~'!1..~s-0[_,c.,~:ee;i_soti~ :!!f'~!f_')ff~o_7} . =---,,;- - ~ -.=. . . . . . - .-= . . -~ .... 

s.· • -e , _. ~ • )l·· : -r;_-.,JfW1~~j@o~n~rj¢.if,~:or.-~~ri"'f'.lotfrfy~~~f~~@et,!n~!%cn.~g~~g__l;J(}y~~tr~~~ 
B ·. _ •. e - • ~ ,,njcJM}i.?::'?$ 

11.3.3 FOR ADDITIONAL SERVICES OF CONSULT ANTS, including additional structural. mechanical and electrical · 
engineering services and those prnvided under Subparagraph 3.4.19 or identified in Article 12 as p.ut of Additional Services, a 
multiple of ~lf2m- ( ~JI} times the amounts bilfed to the Architect for such services . . 
(Identify specific types of con.sultanl.s in Arlicle J 1. if required.} 
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11.4 REIMBURSABLE EXPENSES 

'.4.1 FOR REIMBURSABLE EXPENSES, as described in Paragraph 10.2, and any other items included in Article l2 as 
_.cimbursable E)..-penses, a multiple of ~ (~IQ) times the expenses incurred by the Architect. the Architect•s employees 
and consultants in the interest of lhe Project. 

11.5 ADDITIONAL PROVISIONS 

11.5.1 IF TI-IE BASIC SERVICES covered by this Agreement have not been completed wiLhin lffiui ( ~Q) months of the dace 
hereof, through no fault of the Architect, e:>..-tension • of the Architect's services beyond that time shall be compensated as provided in 
Subparagraphs 10.3.3 and 11.3.2. 

11.5.2 Payments aie due and payable e ( ~li. ) days from lhe date of lhe Architect's invoice. Amounts unpaid ~ ( @ 
) days after the invoice date shall bear interest at the rate entered beJow, or in the absence thereof at 1he legal rate prevailing from 
time to time al the principal place of business of the Architect. • 
(Imert rate of Interest agreed uponJ 

· mtm-~mfilriw.lwlt1~fa~'Jtci'ffD-Qn1nrv.'fc~t~!o~_(~1 °~: 
.{USllry laws and requiremencs under the Federal Trurh in Lending Act, 1imilur stale and weal cons11mer cre.dir lows and other regulations at 1he Owner'; and 
Arcmtecl's principal places of burine.u. the location of the Project and elsewhere may affect the validity of this provision. Specific legal advice should be obtained 
with re5Pect to deletions or modifications. and also regarding req11iremenl1 mch as ivrilfen disclosures or waivers_) 

11~5.3 The rates and multiples set forth for Additional Services shall be annually adjusted in accordance with normal salary 
review practices of the Architect 

ARTICLE 12 
OTHER CONDITIONS OR SERVICES 

(Jnsut descriptions of other services. identify Additional Servicu included within Baste Compensation and modifications to the payment and compensation terms 
incblded in this Agreement.) 

~-c~f.~@ffielftiw~f~o%i 
~ :;,, .... · _ ,..~_ ... __ ,.~ ... ~---
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This Agreement entered into as of the day and year first wrillen above. 

OWNER 

(Signature) 

(Printed name and title.) 

ARCHITECT 

(Signature) 

M·:.Art!fiJ~\1~1~tAtn¥1s~::w_..n~r1{~Ji'efh~~.r~wWt1 
(Printed name and title) 

BCBSM 78682 
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Attachment .. A., 
July 12, 1999 

PROJECT DESCRIPTION 

The followj_ng is .-.i preliminary Project Description with associated preliminary constru~tion budget data__ 

Basic Project $13,600,000 

The basic project consjsts of an approximately 100,000 Gross Square Foot office building which 
_is the first of four planned buildings to be connected to the existing Riverpark facility_ The site 
work (parking lot and landscaping at the building) associated with the building is included in the 
basic project. 

In addition to the basic project, the following items will be part of the overall project: 

2_ 

3_ 

4. 

5 . 

Underground Parking or Storage SI,250,000 

The overall project will include an area for underground parking or storage (subject to program 
verification). 

Sk)'\,vay or On-Grade Connector $423,000 

The overall project will include a skyway or on-grade connector between the new building and the 
existing facility. 

Cafeteria Expansion $562,000 

The overall project will include an expansion of the cafeteria seating area into occupied space 
within the existing facility. There is adequate kitchen and servery capacity in the existing facility 
to accommodate the additional seating area. 

Site Infrastructure hnprovements $900,000 

The overall project will inchJde the upgrade of Yankee Doodle Road at the intersection with the 
site approach road, the upgrade of the internal site circulation roads with curb and gutter, the 
provision of additional landscaping, and site signage_ 

It is noted that the budget figures listed above are prel~inary, and that they do not include any 
contingencies. 

f:\office\ J OO\fy2000\bcAnA.doc 
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07/12/99 14 : 14 FAX 612 871 7212 ARCHITECTURAL ALLIANCE 

May 1, 1999 Attachment -8" 

ARCHJTECTIJRAL ALLIANCE PERSONNEL BIWNG CLASSIFICA TJONS 
Effective through May 3 I, 2000 

PROFESSIONAL CLASSlFICATION 

. Professional staff are Architectural, Planning, or Interiors personnel who generally are degreed 
graduates of a professional training institution and/or are registere<;i or certified in their profession. 
They provide principal or project management. design and technicaJ production services. 

Hourly Billable Charge 

Professional 6 
Professional 5 
Professional 4 
Professional 3 
Professional 2 
Prof essionaJ I 

$90 - $160 
$80 
$70 
$60 
$SO 
$40 

TECHNICAL CLASSIFICATION 

Technical staff are administrative support, drafting technicians, or students. They provide technical 
support and -drafting services. 

Hourly Bi11able Charge 

Technical 3 $45 
Technical 2 $35 
Technical I $25 

y:\acctg\reports\(yOOcata.doc 
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07/12/99 14:14 FAX 612 871 7212 ARCHITECT'URAL ALLIMICE ~ 017 /019 

Attachment «c• 

July 12, I 999 

12.1 The Architect has identified Dunham Associates as its structural, mechanical, and electrical 
engineers and SRF Consulting Group as its Civil Engineer and Landscape Architect. 

12.2 . Potential Additional Services identified to date: 

12.2.l 

12.2.2 

12.2.3 

12.2.4 

Comprehensive Corporate Programming/Stack Process 

For purposes of establishing a fee for this effort, we recommend that the total scope of 
anticipated services be established first on an hourly rate basis. We ca"n ·then prepare 
an accurate assessment of the required fee, which can be amended to tJ1is contract ifit 
exceeds the S20,000 we Jisted -in our proposal for Stack Plan Development. Refer to 
Attachments .. D" and "E". • 

Detailed Space Programming 

We wiJJ need to assess the fee for these efforts in a similar way as ou.tJined above. 

Interior Design Services 

A. Concept layouts are included in basic services . . 

B. Furnishings implementation and space planning will be accomplished for a fee 
tha( is based on 6% of the furnishings budget. 

Civil Engineering/Landscape Architecture Beyond Base Building Design 

A. For purposes of providing professional design services for site-features beyond 
work associated wilh the building itself (e.g., infrastructure upgrade of Yankee 
Doodle Road, internal circulation roads, additional landscaping. signage, etc.) a 
lump sum basis of 7 .0% for Civil Engineering and -8.0% for Landscape 
Architecture of the associated construction budget is established. 

f:\office\l OO\fy2000\bc:ut) 2.doc 
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07/12/99 14:15 FAX 612 871 7212 ARCHITECTURAL ALLIANCE 

BLUE CROSS BLUE SHIELD MINNESOTA 

Fee Schedule 

Attachment 11 0" 
June 8, 1999 

Architectural Alliance proposes the following preliminary .fee schedule for Comprehensive Design 
Services for the BCBSM project based on our current understanding of the project. We propose 
to review alJ anticipated scope items with BCBSM and. United Properties so we can submit 
accurate fee quotations for each item. 

Reimbursable expenses are invoiced for at cost without mark-up. 

SERVICE ITEM 

MP Master Planning 

P Programming 

P-1 
P-2 
P-3 

General Architectural Program 
Stack Plan 
Detailed Space Program 

To be determined based on need 

Included in Building Design Fee 
$20,000 
To be determined based on need 

B Building Design (includes basic Civil Engineering and Landscape Architecture for 
Buildings and Parking Ramp) 

B-1 
B-2 
B-3 
B-4 

Riverpark Campus (Buildir:ig A) 
Main Campus (Building A) 
Main Campus Parking Ramp 
Tenant Improvements 

I Interior Design Services 

I-1 
1-2 
1-3 

Concept Layouts 
Furnishings Implementation 
Space Planning 

Office/100/corporate/BCBSM/FccSchedulc2.doc 

6.5 % of Construction Budget 
6_5 % of Construction Budget 
5.0 % of Construction Budget 
Included in Building Design Fee 

Included in Building Design Fee 
6% of Furnishings Budget 
lnduded ·in Item 1-2 

(dJ0I8/019 
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07/12/99 14:15 FAX 612 871 7212 ARCHITECTURAL ALLIANCE 

lue Cross Blue Shield of Minnesota 
Corporate Programming/Stack Process 

Part One: Corporate Fit Plan 

1.0 Data Collection 

1 _ 1 Collect and review data on proposed real estate-holdings_ 
Rentable, usable or assignable. and building plan disks_ 
Main Campus, Riverpark, other? 

1.2 Collect and review data on business groups or departments. 
Current size in people and square feet 
Proposed growth rates 
Key relationships to other departments 
Historical growth rates 
Establish usf/person for fit planning 

Attachment 11 £11 

July 12, 1999 

2.0 Review Strategic Planning Issues with appropriate BCBSM Management 

2_ 1 Strategic Busin~ss Issues 
Growth/Acquisition 
Restructuring/Reorganization plans · 
Customer Focus Issues 
Split operations issues 
Centralization/decentralization issues 

2.2 Corporate Culture Issues 
Open vs.closed 
Culture hallmarks 

• Shared amenities/conferencing vs. departmental 
2_3 Work Environment Issues 

Review workplace standards 
• Shared vs. individual meeting spaces 
Wor~ Process issues 
Technology requirements 
Flexibility/chum issues 

3.0 Develop ideal diagram/relationship matrix 

4.0 Develop alternative ftt plans and select preferred alternative 

Pros and Cons of alternatives 
Area assumptions 
Graphic depiction of fit plans 

5.0 Program/stack proposed new building 

Part Two: Detailed Programming for groups in proposed new building 

~019/019 
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__ - DEC-01-1999 
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< - ~ 'ir.ffl'~~~~~., 

. 0~ ": SCHEDULE A • · C · e · PCR Number : i.on098.(,03 
~~ ~'ii Issue Date : April 8, 1999 
~ ~ :t Expiration Date : May 7, 1999 

~0 Prepared By John Willems 
- ~ ~ -

Blue Cross Blue Shield - MN • 
3535 Blue Cross Road 

INST~LLATION SITE; 
3535 Blue Cross Road {)~t::,'-~TO: 

Sn,nt Pa.~l, MN 55164 S~,~~t esMN 55164 • _ _ __ 

.·- - 0 -Jauy_ ,<0J1saa . 
Attn: · 

Phone#: 
Steve VanKrevelen 
651-662-8703 U 0>:)) llWJJ 1{1f df111 «JI 

_ Ship Date: 

Approval Date: 

DESCRIPTION OF WORK ORDER 
Description Estimated Pr)ce 

Four · {4) days of on site consultation (Customer requesting $4,B0Q_00 -
4/20/99 through_ 4/23/99) which includes review of system 
-procedure and - application code • associated with· MEOTEST 
application. This review will help determine what is required to 
make the MEDTEST application and any associated appliGation 
programs Y2K ready. Based upon the information obtained, 
BancTec wilt provide to BC/BS-MN. the necessary· information 
and recommendations to make the MEDTEST application ancf 
any other associated application program Y2K ready_ A 
separate Schedule A will be created to detail and q·uote the 
necessary modmcations. 

04/20/99 Total Price: 

04/16/99 

$4,800.00 

• This Schedule A is an integral part of a Sales Agreema1t and IS subJcct to the terms and conditions stated 
_ therein. -In addi~ony this Schedule A is subject to the following SPECIAL CONDffiONS: 

L All travel and living expenses incurred by B:mcTec· USA,. Inc.. in fulfilling the Agreernen~ 
• will be rebillablc to the customer. 

2. ~ price ~d ship date are subject to review· if the Schedule A is not returned co·BancTec 
_ ~9'5~ Inc. by the approval date shown above. - _ - . • 

3. Software described thereon will be deemed accepted and payment will be due thirty {30)_days 
aft~ delivery thereof to cusromec. 

4. Any additional deliverables not specified in the above description wiU be priced separately 
from this ScheduJt A. • 

BCBS; (P .0. # ___ ___,) B~ncTee Inc. 
2701 E_ ranwyler Rd. 
Irving, TX. 75061 

By, Xo.- tr'~~ 
(Authorized Sigrfjurc) 

Name: LqDONNA GrBBS 
VICE PRESIDENT 

Title: ___________ _ 

Date: • AUG - - 3 1999-· 

BCBSM 78762 



I Item 
1 

2 

3 

4 

BANcTEC, INC. 

SCHEDULEA 
Page I 

PCRNumber 
Issue Date 

• Expiration Date 
Prepared By 

1.032098.004 
08/23/99 
09/23/99 
Connie Oark 

rr----~ 

f-: IS Contract. & Asse~ M?.~agemF 

i~~--:~ FILE COPY 
. . 

Comment ---------
Date: __ _ 

BILL TO: . Blue Cross and Blue Shield of Minnesota 
P. 0. Box 64560 

INSTALLATION SITE: 
Blue Cross and Blue Shield of Minnesota 
3535 Blue Cross Road Saint Paul> :MN 55164~560 
Saint Paul lvfN 55123 

-Attn: • Steve VanKrevelen 
Phone#: 651-662-8703 

DESCRIPTION OF WORK ORDER 
Description . Estimated Price 

YES NO To install the same software on each of the seven (7) disks and perform 
( ✓) ( } the necessary housekeeping to clean up and remove unnecessary files. $ 3,600 

1bree days on-site. 

YES. NO Applications modified to become Y2K compliant as per customer 
(✓) c ·> supplied specifications (see BancTec> Inc. SCHEDULE A $31,200 

. SPECIFICATION ATTACHMENT). Additional changes to the 
applications will NOT be made at this time. 

YES NO On-.-ate training in the OSAP procedures required for good h<msek:eeping 
(✓) ( ) and disk maintenance· I week on site. .$ 6,000 

YES NO Item 2 above includes: 
(✓) ( )_. 1. 2 trips to Dallas for application changes - 3 weeks of coding changes * 

2. 2 trips to Minnesota for loading and testing - 56 hours to install & 
perform system testing • • 

Ship Date: 
/ 

* Total Price: $40,800 

Approval Date: * plus travel and living expenses See also Page 2 
incentive. 
opportunity 

BCBSM 78763 



IS Cont;act & Asset ManaoemE: .. . '-

FILE COPY 
Dcte: ___ _ BANCTEC, INC. 

·sCHEDULEA 
Page2 

Comme1t ________ _ 

Tbis Schedule A is an ~1,tegral part of a Sales Agreement and is subject to the terms and conditions stated 
therein. In addition, this Schedule A is subject to the following SPECIAL CONDmONS: 

~ 1. All travel and living expenses incurred by BancTec, Inc. in fulfilling the ~greemen~ will be 
rebillable to tJ:ae customer. 

2. The price and ship date are subject to review if the Schedule A is not returned to BancTec USA, 
Inc. by the approval date shown above. 

_ 3. Software described thereon _ will be deemed accepted and payment will be due thirty (30) days 
after delivery thereof to customer and customer's timely acceptance testing. 

_ 4. Any additional deliverables not specified in the above description will be priced separately from 
this Scheduie A_ 

_ 5. Installation of this software is to occur between 8am and 5pm Monday through Friday, excluding 
. holidays. 

6. Customer agrees to pay an incentive equal to twenty percent (20%) of the total contract price> 
exclusive of travel and living expenses. provided that BancTec. Inc. completes the four tasks 
descnbed on Page I of this Schedule A such that on or before ·October 8, 1999: 

a The Y2K. compliant software has been installed on each of the seven disks; 

b. On-site training in the OSAP procedures has occurred; 

c. Customer has had a minimum of one_ week to perform acceptance testing; and 

d. Customer~ •. ~cceptance testing _ demonstrates that the Y2K compliant software installed by -
BancTec, _ iac. is in fact acceptable. 

Customer further agrees-to make staff available to perform acceptance testing between the dates of 
October 1 and October 8 to enable BancTec. me. to meet thisperfonnance goal. -

Blue Cross and Blue Shield of Minnesota 
P.O. Box 64560 
3535 Blue Cross Road 
Saint Paul;iinnesota 5 

! 

{Authorized Si turc) 

Name: Joh,.. O...,,.t,c.. ., 
Title: s a.._ v· .(.: < :.>,,< S. de~/'- t-

- Date: -?-/ ciF-? /?) 

By: 
Kev"~ 
Vice P 

Name: __ N_orth_Am_e_rica_n_Sys'---te_m_s_Divi_· _·s_io_r, -~ 

Title: 

Date=====t/==//=1.=1/=9=f======== 
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J · OCT_~-1~ 17:12 

~BANCTEC HEALTHCARE 
SCIIEDULEA 

PCRNumber 
Issue Date 
Expintion Date 
Prepared By 

BILL TO: BCBS of Minncsom 
3535 Blue Cross Road 
St. Poul MN 55164 

: October 7, 1998 
November 7, 1998 
Mike Tye~ 

lNSfALLATION SITE: • 
SL Paul, .MN . 

Attn: Corrine Shepard Phone#: 651-456-1170 · 

f:1.02/03 

DESCRIPTION OF WoRK ORDER 
Comment-__:..--------

2 

Ship Date: 

Appro~al Da tc: 

Description 
Additional work to modify the date edits for seven existing 
Tartan programs. Th@ programs are-MED (3 programs), 
ACTIVATE (2 programs), WIP (1 program), and 
MEDSCAN -(1 program). _Includes application analysis, 
Jnstellation, & testing. 81ncTec provided a quota for $6,000 (1 wuk 
o( services) pc1ol' to doing a ~lled aJ12Jysla of~ xven ~­
The se~ quoted in this PCR are in addition to the $6,000 _quotad In 
the first cs&n3tion dated AuiJU!St 11. 19~. Both the PCR dated Aug\m 
11. • 1998 nod this PCR must be signed and returned for WOik to bogil, on 
these applications. 

Y2K date field edit . modifications to the three HSPTEST 
applications. lndudes appbtion analym, iMtallation, & le:lting. 

The modtfic::mons quoted do -NOT indude any screen/form changes or 
any chan<Jes to the output rec:ord:s. 

Total Price: 

10/07/1998 

Estimated Price• 
$7.700 

$5,400 

$13,100 

This ~uk A is ar, integral part of~ product and ,:emcc a,;n:cmcnt sirec:J md dalM >why I.S 1990 ~ is subject lo lhc tetmS 

Nld condhioo:s SU~ lhacin. In addition. 1'1~ Schcdutc A is ~jcct lo the lt,llowini:, SfEa,.\L CQNDIDONS: 

All lnrYd and Jmng ~ inaJmd by Barn:Tcc USA. Inc. in fulfdlin, lhc: Ar;ra:mcnl. will be rebillelc to cbc 
cusiorncr. 

This prio; and ship d«tc: arc sub~ lO m-i~ if -~ ~ A is not n:wmcd lo BaocT cc USA_ Joe.. by the .,a,_--" 

dtzU shown above:. 

Customer: (P.O. # ____ __,,, 

/; 

Sodw.v-e dcscnoed Iha-coo will be dccmcd accq,1Cd and pa)'DlCllt will be, , _/)~ VJ!v =~ d<f,vcr.ibk< aot specillal la Ill< abo .. dc,cripdon will be pria f)J.,1 · I, J_/ Jl;foL, 
lns••llalio4 ordu, sollw= is .. ocait l><twttn ...... d SpmMooday lhroueh ~ ~(!;1,!J lo[, 

THE TERMS OF TffiS SCHEDULE A ARE AC( ,., [ /} _ 

Ju/,l/ _ Q. /1110Yu 
BaacT~ 1 {) IA. ~ 7l 

::.,~:-~ K tW , µ Jff /)1./t t1!( 

();· L (!_J~tU7 -~ 
By:___ Li. ')A_; ,,l 1 ~', f tt · L3 w'1J'° Name: __ 

Title:. __ _ 
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) 
IS _...,n.tract_& Ass~t Management 

<~BANCTEC HEALTHCARE 

SCHEDULE A 

PCRNumber 
Issue Date 
Expiration Date 
Prepared By . 

September 21, 1998 
October i1, 1998 
Mike Tyer 

BILL TO: BCBS of Minnesota 
3535 Blue Cross Road 
St Paul MN 55164 

INSTALLATION SITE: 
SL Paul. MN 

Attn: Corrine She~d 
Phone#: 651-456-1170 

DESCRIPTION OF WORK ORDER 
Item - Description 

1 Tartan Programmer - T raining/Consultatio~S days 
length_ 

Ship Date: To ta I Price: 

A pprovafDate: 9/21/1998 

FILE COPY 

Estimated Price 
in $6,000 

$6,000 

C 

·n,is Schedule A is u intctflll pan of Sites Atn:cmcnl _____ ud is subject la lhe tcnns ~d cnndirions s1.11cd lhacin. 
In addition. lhis Schedule A is ·subjccl to the following SP'ECIA I. CO::'i omONS: 

AU travel and Jivinc expenses incurred by Baf)cTcc USA. luc .. in fulfilling lhc Agn:cmcnt. will be rcbillable lo the 
c:wtomc:r. 

This prk"C and :mip date an: subject 10 review i(lhc Schedule A is not raumcd 10 BancTci: USA. Inc.. by ttK DP/JrDWlf 
daft .shu~-n above .. 

S-OA~ described lhcrroo will be deemed accq,tcd and payment ll¥UI be due thirty (30) days · after delivery thucor 10 

cuuomcr. 

Any Jlddirional dclm:nblc.s not specified in the above dcscriplioa will 1K pri«d scpcntdy from this Schpdulc A. 

lniraUation uflhis software is lo occur between ~m Md 5pm Mon~ dvoucJ, Friday.cxdudini holidays .. 

THE TF.RMS OF THIS SCHEDULE A ARE ACCEPTED BY: 

Customer. (P.O. ti _____ _, 

B~>Lt&~~ 
(~ 

Namc:Co/b ){,CE' .J'1-1 EPIIERO 

Title: cJ,&£croE!
1 

/Jchrrno.--.., ,.S'-'PprJL,..u.. C£S 

Date: ((::}-rwA<: do, , 998 

BancT~ Int 
270 I E. Grauwylcr Road 
Irving. TX. 75061 

B~---------------
(Authorized Sicnnturc) 

Name: _____________ _ 

Title: --------------'--
Date: ____________ ...;..__ 

BCBSM 78766 
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SCHEDULE A 

PCRNumber 
Issue Date 
Eipiration Date 

: August 11, 1998 
: Augu~ 21, 1998 

Mike Tyer 

Contract & Asset Man~;-:::!n1-~1.: 

FILE COPY 
-Prepared By 

BILL TO: BCBS of Minnesota INSTALLATION SITE: 
·sL Paul, MN 3 5 35 Blue Cross Road 

SL Paul 1vfN 55164 

~ttn: Corrine Shep~rd 
Phone#: 651-456-1170 • 

DESCRIPTION OF WORK ORDER 
ttem 

1 

Ship Date: 

Descrjption 
Review and upgrade 6 existing Tartan Programs for Y2K 
operation. · • --

·Estimated Price. Actual price will be determined after revSew of lhe abc 
appllcatlom. 

September 1998 Total Price: 

) 
Approval Date: 8/11/1998 ---------

Estimated · Price• 
$6,000 

$6,000 

This Scbochtle A is an int.cgnJ part of the Product and Sa-vice Agrecmcd signod ~ ds1ed May 15. 1990 aod is sut,ect to the terms and 
. oonditiom dated therein. In additioo. this Schedule .A is subject to the~ SPECTAL CONDmONs: 

All tnrvd and living cxpcmcs incurred by BancTcc USA. Inc. in fulfilling the~ will be RbiI1abk 1o the: c:mtomcr. 

This price and .ship date are subject to review if the SchoduJc A is not rctnrncd to BaocTec USA. Inc. by the 11:pprymd Jau· 
shown above. • 

SoftW3R- dcscribcd thcrooo will be docmcd accq,(cd and payment will be due thirty (JO) day. aft.a delivery ~f 1o 
cwtom(:r. . • • 

Any additi~ delivcrabk, not specified in the above descriptioo will be priocxf scparudy &om this SdicduJc A 

lmtallatioo of this software is to occur bctwcco 8am and lpn Mooday through Friday, cxduding holidays. . 

THE TERMS OF THIS SCHEDULE A ARE ACCEPTED BY: • 

Cmto~r. (P.O.# _____ _ BancTec, Inc. 
270 I E Grauwyler Road 
Irvin~ TX 75061 

By: ________ _____ 

Name: ___________ _ 

Title: ___________ _ 

Date: ------------

BCBSM 78767 
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on atto~ey-cJient privilege grounds to production of a letter dated November 11, 2002 where 

BCBSM's outside counsel commurricated ]egal opinions and analysis to BCBSM regarding a 

Department of Labor audit. That portion has been redacted. BCBSM also objections on 

attorney-client privilege grounds to production of September 2001 and March 2003 presentations 

by Robins, Kaplan, Miller & Ciresi attorneys on corporate governance and regulation of 

nonprofits, and an October 2004 report on expenditures and contracting done at the direction of 

counsel . 

BCBSM has produced state and federal governmental audits, Blue Cross B]ue Shield 

Association (BCBSA) audits (BCBSM is an independent licensee of BCBSA), and National 

Committee for Quality Assurance (NCQA) audits of Blue Plus (NCQA does accreditations for 

health plans). External audits are presented to the Audit Committee on a regular basis_. 

DOCUMENT REQUEST NO. 15: 

Provide a list of all persons that YOU paid more than $30,000 in any given year for the 

year 2000 to the present including the aggregate amount paid in a given year. 

RESPONSE: 

BCBSM objects _to this Interrogatory on the grounds of vagueness. Subject to that 

objection, however, BCBSM has provided a list of vendors BCBSM or BCBSM affiliates 

(including the Blue Cross Foundation, but not MIPH because BCBSM does not pay their bills) 

paid more than $3n,000 in any given year for the year 2000 to the present ( document headed 

"Vendors Over $30,000 - 2005, with 2005 referring to the year the databases were searched, not • 

the year the payments \\:'ere made. Consistent with the understanding previously reached with the 

Attorney General,s Office, BCBSM excluded agent and broker fees,. amounts paid to providers 

for claims or claims settlements, wages and business expense reimbursements paid to BCBSM 

20 
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employees, Board member compensation and expense reimbursement, investment manager and 

monitoring fees, payments between BCBSM entities, payments to employer groups for premium 

refunds, reinsurance settlements, and other items related to BCBSM insurance and administrative 

service · activities, Blue Card fees, and covenant payments to providers. We have also not 

included First Plan of Minnesota's separate vendor payments. The information provided was 

derived primarily from database queries for all payments made and posted to administrative 

expense accounts and related balance sheet payments. BCBSM also queried certain claims 

expense and related balance sheet accounts to capture payments for 9isease m:anagement and 

other outsourced cost containment activities. Because BCBSM's databases often do not 

., .. ·maintain data at the vendor level, BCBSM manually reviewed all the wire transfers to determine 

which transactions or vendors would properly be included in this category. 

DOCUMENT REQUEST NO. 16: 

Provide a list of all employees who have signed a separation or termination/severance 

agreement since January 1, 2000 arid the amount paid to each individual and provide a copy of 

any such agreement. 

RESPONSE: 

Copies of those agreements are enclosed. Most, if not all, of these agreements contain 

confidentiality covenants, and BCBSM has therefore designated those agreements as nonpublic 

"trade secret information" under the Millllesota Government Data Practices Act, and confidential 

information under the rules of civil procedure applicable to attorney general civil investigative 

· demands. 

DOCUMENT REQUEST NO. 17: 

Provide a list all employees who have signed an employment and/or retention agreement 

21 
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VIA MESSENGER 

Kristine Eiden 
Chief Deputy Attorney General 
102 State Capitol 
St. Paul, MN 55101 

May. 16, 2005 

Re: In re BCBSM, Inc_-Civil Investigative Demand 

Dear Ms. Eiden: 

2800 LASALLE PLAZA 

800 LASALLE AVENUE 

MINNEAPOLIS. MN 55402-2015 

TI.L: 612-349- 8500 FAX: 612-339- 4181 
www.rkmc .com 

SCOTT R. STRAND 
(612) 349-8440 

Enclosed are the following additional materials related to the annual Commerce 
Department filings of BCBSM and its affiliates: 

• March 2001 and April 2001 Loaned Securities detail for BCBSM; 
• Annual filings for First Plan of Minnesota. 

We also received your letter dated May 6, 2005. We can clarify the answers to some of 
your questions right now, and produce (or re-produce) many of the documents you have 
requested re]atively quickly. The supplementation of the "over-$30,000" list will, however, take 
some additional time, and we would like to discuss your request in greater detail so we are 
certain we understand what infonnation you need. 

On the first three items in your letter> we can respond as follows. First7 our records 
indicate that Dr. Banks is the onJy BCBSM employee within the scope of your request who has a 
corporate credit card. The Minnesota Institute of Public Health (MIPH), which is now an 
affiliate ofBCBSM, does have emp1oyees with corporate credit cards, but none of those 
employees made over $200,000 in any of the requested _years. BCBSM does have its own credit 
cards it uses for BCBSM purchases:, but employees cannot use those cards to cover their own 
business expenses. It is possible that First Plan of Minnesota may have made corporate credit 
cards available to some of their employees in the past, and we are checking on that. 

Second:, Pricewaterhouse did not perform any audits or reviews of BCBSM on behalf of 
BCBSM. The Commerce Department hired Pricewaterhouse to do their audits of BCBSM in 

MP3 20135470.1 
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) 

Kristine Eiden 
May 16" 2005 
Page 2 

1999, 2000, and 2001. We have rechecked our invoices, and have confirmed that BCBSM has 
not paid or used Pwc for audits during the relevant period. 

Third, we will copy the business expense policy from 1999 that you requested again and 
send it to you as soon as possible. 

On the last three items in your letter, involving the Commerce Department, we are 
gathering that information and should be able to provide it to you within the next 30 days. The ' 
correspondence relating to IS audit review and examination of BCBSM alone takes up thirty 
binders by itself: so it will ta!ce us some time to get all that information reviewed and made ready 
for production. 

With respect to item four, the over-$30"000 list" our original response provided you with 
a list of information categories that we understood from our conference at the Capitol were 
outside the scope of your interest, e.g. payment of claims or reimbursements to subscribers (for 
example, when nonparticipating providers are involved, BCBSM pays the subscriber, not the 
providert payments made to reconcile self-insured accounts, payments among Blue Cros·s 
entities, reinsurance settlements. We have already produced the information you requested 
concerning board compensation and expenses and expenses for BCBSM employees making over 
$200,000 (we are checking to see if there are any over-$200,000 BCBSM employees who may 
have not submitted any expense reports), and we have already produced the list of MIPH 
vendors. We wi11 supplement our response to cover additional agent and broker payments, 
investment manager payments, and covenant payments to providers with whom BCBSM has a 
joint venture relationship, although that wi]] be a difficult manual effort and will take a greater 
amount of time. If there is particular claim and premium payment or reimbursement information 
that you need, please clarify. We would be happy to discuss this with you further at your 
convemence. 

SRS/lmz 
Enclosures 

MP3 20135470_ I 

Sincerely, 

LLER & CIRESI L.LP_ 



,..J 7825 Washington Avenue S.., Suite #120 

/TRACT 

ERVICES, 

Bloomington, Minnesota 55439 

Office: {612) 941--6300 

Fax: (612) 941-9602 

. PATRICK DADO 
COMPREHENSIVE CARE SERVICES 
1200 YANKEE DOODLE ROAD 
ST PAUL MN 55164 

Billing Period 

DECEMBER 27, 1999 - JANUARY 2, 2000 

Description. 

CINDY NIELSEN CONSULTING SERVICES 

) U'V 

~\\~ 
We appreciate your business! 

ccs 
Rt=r.F~\~D 

JAN l O 2000 

TINVOTICIE 

Invoice Number: 0018 2 0 7 - IN 

Invoice Date: 01/06/00 

Terms 

DUE UPON RECEIPT 

Hotirs Rate · Amount · 

32.00 72.50 2,320.00 

Total 2,320. oo 

Please detach and return this portion with your payment 

Invoice Number: OOl82O7 ~-IN 

n·II d 1i: COMPREHENSIVE CARE SERVICES 
1 

e 
O 

1200 YANKEE DOODLE ROAD 
ST PAUL MN 55164 

Contractor: CINDY NIELSEN 

Processed 

,JAN ·1 2 2000 
Total Due: 2 ' ),?O • OO 

Make checks payable and remit to address below: ~-. ___ _ 

HAYDEN & ASSOCIATES CONTRACT SERVICES, INC. 
7825 Washington Avenue, Suite 120 
Bloomington, MN 55439 

Amount Paid: 

BCBSM 95127 



'£ N 7825 Washington Avenue S., Suite #120 

Bloomington, Minnesota 55439 

~RVICES, 
Office: (612) 941-6300 

fNc. 

jttention: 
• Bill To: 

Fax: (612) 941-9602 

PATRICK DADO 
COMPREHENSIVE CARE SERVICES 
1200 YANKEE DOODLE ROAD 
ST PAUL MN 55164 

Billing Period 

ccs 
RECEIVED 

.Jf\N 4 - 2000 
lINVOJKCIE 

Invoice Number: OOlSll? - IN 

Invoice Date: 12 / 2 9 / 9 9 

Terms 

DECEMBER 6, 1999 - DECEMBER 12, 1999 DUE UPON RECEIPT 

Corirracioi -- - . -- ----- -- - - Description Hours · Rate Amount 

CINDY NIELSEN CONSULTING SERVICES 40.00 72.50 2,900.00 

We appreciate your business! Total 2,900. oo 

Please detach and return this portion with your payment 

Invoice Number: 0018117-IN 

Billed Ti : COMPREHENSIVE CARE SERVICES 
0 

1200 YANKEE DOODLE ROAD 

Contractor: CINDY NIELSEN 

ST PAUL MN 55164 
. .JOHN LUNDA 2-23 

Total Due: 2,900.00 

Make checks payable and remit to address below: 

HAYDEN & ASSOCIATES CONTRACT SERVICES, INC. 
7825 Washington Avenue, Suite 120 
Bloomington, MN 55439 

~JAN O 7 200G 

Amount Paid: 

BCBSM 95126 / -. 
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7825 Washington Avenue S., Suite #120 

Bloomington, Minnesota 55439 

/TRACT 

tRVICES, 
Office: (612) 941-6300 

/NC. 

/2.ttention: 
Bill To: 

Fax: (612) 941-9602 

PATRICK DADO 
COMPREHENSIVE CARE SERVICES 
1200 YANKEE DOODLE ROAD 
ST PAUL MN 55164 

Billing Period 

ccs ·· 
RECEIVED 

JAN 4 - 2000 

IlNVOilCCJE 

Invoice Number: 0018126-IN 

12/29/99 Invoice Date: 

Terms 

DECEMBER 13, 1999 - DECEMBER 19, 1999 DUE UPON RECEIPT 

Contiacior· ·--- - ·- -• --- - • Description Houis Rate .Amount 

CINDY NIELSEN CONSULTING SERVICES 36.50 72.50 2,646.25 

We appreciate your business! Total 2; 646. 25 

Please detach and return this ponion with your payment 

Invoice Number: 0018126-IN Contractor: . CINDY NIELSEN 

Billed To: COMPREHENSIVE CARE SERVICES 
1200 YANKEE DOODLE ROAD 
ST PAUL MN 55164 

Make checks payable and remit to address below: 

HAYDEN & ASSOCIATES CONTRACT SERVICES, INC. 
7825 Washington Avenue, Suite 120 
Bloomington, MN 55439 

.JOHN LUNDA 2-23 

JAN O 7 2000 

Total Due: 2,646.25 

Amount Paid: 

BCBSM 95125 
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HIMLE HORNER INCORPORATED 

Suite 720 

8500 Normandale Lake Blvd. 

Minneapolis, MN. 55437 

INVOICE 0200 

March 3, 2000 

Blue Cross and Blue Shield of Minnesota 

3535 Blue Cross Road 

P.O. Box 64560 

St. Paul, MN 55164-0560 

Attention: Dan Johnson 

Previous Balance: 

Payments Received: (2/23/00) 

Outstanding Balance: 

Professional Services: 

Total Costs Advanced by HHI: 

TOTAL CURRENT CHARGES: 

Current: 

$9,752.24 

• Past Due: 

31 Days 

0.00 

_ 61 Days 

MN Acts 

Processed 

APR 1 O 2000 

8Y------

• TPu\NK YOUH 

91 Days 121Days 

---------------------=---_.___ . .... 

$20,108.41 

20,108.4"1 

0.00 

7,841.25 

1,910.99 

. 9,752.24 

BCBSM 95184 
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SLS1 

..,dliMark, Inc. 
_,j625 Washington Avenue South 

.. /suite700 
/ Bloomington, MN 55439 

_.,. UNITED STATES OF AMERICA 
(612}--851-9922 

S BCB101 
0 Attn: Accounts Payable 
L BlueCross BlueShield of MN 
D 3535 Blue Cross Rd, Route 2-23 

Eagan, MN 55122-0560 
T UNITED ST ATES OF AMERICA 
0 

SLS2 DUE DATE 

04/25/2000 

DISC DUE DATE 

04/25/2000 

TERMS DESCRJPTION CUSTOMER PO NUMBER 

Due 15 Days 4500006150 

ITEM ID TX_CL UNITS 
JWBCB 0 

Professional Services-:-
John Wilcoxon 

ORDER NO 

ORDERED 
1.00 

PAGE 

INVOICE DA TE 04/25/2000 

INVOICE NO 9608 

S BlueCross BlueShield of MN 
H 3535 Blue Cross Rd, Route 2-23 
I Eagan, MN 55122-0560 
P UNITED STATES OF AMERICA 

T 
0 

NETOUE 5,474.44 

ORDER DATE SHIP DATE SHIP NO 

04/25/2000 04/25/2000 

SHIPVIA 

SHIPPED UNIT PRICE EXTENSION 
53.75 101 .85 5,474.44 

processed -

t\f\'( o 9 l~t\\) 
Period for Consulting Services: 

6'/ ---------

Please Remit Payment to: 

lntelliMark, Inc. 
PO Box 958372 
St. Louis, MO 63195-8372 

We appreciate your business. 

TAXABLE NONTAXABLE 

.00 5,474.44 

PREPAYMENT 

April 3 - 16, 2000 

FREIGHT SALES TAX MISC TOTAL 

.00 .00 .00 5,474A4 

.00 NET DUE 5,474.44 

BCBSM 95272 
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From: Seitzer & Associates Inc. INVOICE 
1815 Kirkwood Lane 
Plymouth, Minnesota Invoice No: 

TO: 

(612) 519-1393 Date 

Sharon Bailly 
JOHN LU NOA 2-23 

BCBS Blue Plus of Minnesota 
BCBS~ Rjver Park JAN O 7 2000 
R318 

HOURS I DESCRIPTION . I RATE/HR. 

65 Peter Stack - Consulting Services:, Cost Center 7 57 $ 68_00 
for period 12/1 I/99 thru 12/3 I/99 

The following explains hours worked: 

FINS FARS FINS 
12/13 - Mon 7 hrs_ l hrs_ 12/27 -- Mon 8 hrs. 

• 12/14 - Tue 6 hrs. 2 hrs_ 12/28 - Tue 8 hrs. 
12/15 - Wed 6 hrs. 1 hrs. 12/29 - Wed 8 hrs. 
12/16 - Thu 4 hrs~ 0 hrs. 12/30 - Thu 7 hrs. 
12/17 - Fri- 7 hrs. 0 hrs. 12/31 - Fri 0 hrs_ 

FARS 
0 hrs. 
0 hrs. 
0 hrs. 
0 hrs. 
0 hrs. 

Hours working on FINS Project. 
Hours working on FARS Project . • 

61 Approved to Pay 
Ac-en, 1nt .u 4 

-•;,...1. ;, 1t 

Total Hours: ·. = 65 Cost Cent~r · 

✓-

· APn ... 
Make all checks payble to: Seitzer & Associates Inc. 1 i..!tJ: _OVe. • • • _ . 

. If you have any questions concerning this invoice, pleaA_~n~fo'fs~ ~ •• 
at home office -(612) 519-1393 or work--' (651) 662-513.: . 11 u 

. '"'I'-.- J . al~ - . 

THANK YOU FOR YOUR BUSINESS! 

Data Base Support * Analysis * Design * Programming 

BCBSM 95638 tf 
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Confidenti_al --BCBSM Internal Use Only - Not for Duplication 
(please note that we are under a non-disclosure agreement with 
American Healthways about this matter and this cannot be 
discussed outside of BCBSM) . 

American Healthways (AMHC) Status Report 
August 22, 2001 

I. Background 

A. Strategic Opportunity 

As national concern about health care costs, quality and service continues to rise, 
and skepticism about the effectiveness of traditional managed care tools grows, 
employers and health plans are increasingly looking to disease management 

. (DM) programs as a solution. The core component of most DM programs is 
• deployment of health plan based nurses to interact periodically by telephone 
with members with specific chronic diseases. The ·five basic · intervention 
elements are education about the disease, early symptom recognition, adherence 
to recommended therapy, coordination of care, and social support. OM program 
goals typically include more appropriate utilization (e.g. ER visits) and improved 
clinical outcomes (e.g. fewer relapses and · complications) resulting in reduced 
claims costs. • 

To date, DM efforts have had mixed success, and the translation of program 
outcomes into meaningful cost savings has been uneven. Although 46% of the US 
population has one or more chronic conditions accounting for 76% of all medical 
costs, DM programs to date touch _only a small percentage of these people. 

Blue Cross Minnesota has the opportunity to strategically partner with the 
nation's leading provider of disease management services in an ambitious 
effort to advance the art and science of disease management interventions, and 
to substantially increase their clinical and financial impacL,~:$uGc-ess irr this 
effort will likely bring Blue Cross national :recognition and a leadership position 
in the growing area of chronic disease management. Furthermore, broad 
deployment of DM programs to our own membership is projected to produce a 
return on investment of 1.7 in the first year and 2.0+ thereafter, producing 
cumulative 5 year gross claims savings of over $400M, and net savings of over 
$200M. Most important, program participants will experience improved clinical 
outcomes and high program satisfaction levels. The potential impact on member 
retention and acquisition of new business is profound. 

B. Differentiation 

1 

CONFIDENTIAL 
TRADE SECRET 

BCBSM 119889 
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MANAGED CARE November 2003. ©MediMedia USA 

Blue Cross and Blue Shield of Minnesota and American 
Healthways score a hat trick by improving outcomes and 
satisfaction while savfog money. 

How Broadening DM's Focus Helped Shrink One 
Plan's Costs 

WILLIAM R. GOLD, MD • 

Chief Medical Officer and Vice President of Blue Cross and Blue Shield of Minnesota-

PETER KONGSTVEDT, MD 

Vice President, Cap Gemini Ernst & Young 

Two years ago, Blue Cross and Blue Shield of Minnesota faced issues common 

http://64.233.167.104/search?q=cache:T9spOlxayJgJ:www.managedcaremag.com/archive ... 12/16/2005 



20O3 _ 1 I I How Broadening DM's Focus Helped Shrink One Plan's Costs 

among health plans. Its disease management programs had resulted in 

reasonable successes in controlling costs for diabetes and cardiovascular disease, 

but health costs overall were continuing to increase and employers were asking 

for explanations as well as methods to help stem the rise. 

As the largest health plan in the state, covering 2.5 million members in 

Minnesota and nationally, BCBSMN was no stranger to innovation, and it was in 

this context that a meeting between the leaders of BCBSMN and American 

Healthways Corp. (AMHC) proved to be a milestone for the two organizations. 

The objectives were clear: Improve clinical outcomes and compliance with care 

stand,ards, lower total health care cost, and achieve member and provider 

satisfaction. 

10-year agreement 

In December 2001, the two companies signed a 10-year agreement for a 

population health management program called BluePrint for Health Care Support. -

Population health management programs are part of the arriving generation of 

disease management. Over ~he past decade, health plans have worked hard to 

identify methods to better manage the health of their patients. 

True population health management goes beyond traditional utilization and 

disease management; it seeks to better manage the care and health-of both 

_ chronically ill patients and those patients who are at high-risk but have not had an 

• acute event. This new model of care leverages innovative technology and 

resources to strengthen the physician-patient relationship while improving care for 

the small percentage of the patient population that incurs the highest expenses. 

Population health management programs focus on the whole person and that 

person's propensity to develop one or more diseases. They focus on a -larger 

number of illnesses than -typical disease management programs, and consider 

both chronically ill and high-risk healthy patients, as opposed to traditional disease 

management that focuses soleJy on chronically ill patients. Furthermore, traditional 

disease management programs are typically segregated ·by disease, and they 

target people who already have one or two specific diseases or chronic conditions 

(e.g., diabetes or heart disease). 

Compounding that, many traditional disease management programs, both 

internally and outsourced, use different personnel and systems ·for different 

conditions. Since many of_the ·chronically ill have more than one condition, it is not 

uncommon that the same patient hears from two or more disease managers from 

the same health plan. 

Beyond disease management 

Population health management programs are more holistic, looking at the total 

Page Lot Y 
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Quotes 
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2003 _ 11 I How Broadening DM's Focus Helped Shrink One Plan's Costs 

profile of individuals, who are often at risk of developing multiple medical 

, con6~tions (e.g., diabetics developing heart disease, stroke, or renal disease). 

These programs are more complex than typical disease management programs 

and cut across clinical specialties 

Population health management goes far beyond the typical 4 to 6 clinical 

conditions managed by typical disease management programs. In the case of 

BCBSMN, 17 chronic diseases or conditions were addressed. 

Population health management uses a variety of proactive interventions, many of 

which are used as well in typical disease management programs - for example, 

personal nurse care managers assigned to high-risk patients such as those 

suffering from diabetes and/or cardiac illness. These nurses and health care 

professionals, working with the patient's physician, tailor treatment programs for 

the various clinical conditions - e.g., blood sugar testing, retinal eye exams, 

. weight and diet management, smoking cessation, daily weight checks and usage 

of aspirin or beta blockers - to help reduce the occurrence of acute episodes of 

care caused by these diseases. 

Population health management uses new point-of-care clinical tools and especially 

advanced data modeling to identify and work with at-risk patients. Information 

systems, technology, and databases are critical for these programs to be effective. 

To start with, a health plan must understand its current claim experience and 

which diseases pose the biggest problems. Population health management 

,wolves analyzing data on a broad population and doing predictive modeling, 

which has become very robust in recent years, tb identify individuals who are at 

risk for developing a particular clinical condition or a complication. Based on this 

information, health managers can reach out to those people to work with them 

ahead of time to prevent acute episodes. 

What sets population health management apart then from typical disease 

management is the integration of three key elements: a far broader scope of 

chronic conditions and diseases, the application of "one stop shopping" in which 

patients with multiple conditions are ~anaged through a single pbint of contact 

and coordination, and the rigorous application of predictive modeling across 

multiple clinical conditions. The use of continually updated clinical practices and 

strong academic support is also necessary since, in the end, the clinical 

interventions must improve outcomes. 

In March 2002, BCBSMN launched its population health management program. A 

team of 120 nurses supported the program. They had an average of 15 years 

experience and diverse clinical backgrounds. They shared relationship-building, 

empathy,_ and behavior change skills. And through American Healthways, they 

received continuing clinical and technical training and advice. 

·ngagement model 

BCBSMN identified members eligible for the program based on claims and 

Page 3 of9 
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2003 _ 11 I How Broadening DM's Focus Helped Shrink One Plan's Costs 

pharmacy data, and referrals from members, physkians, and case managers. 

BCBSMN used an engagement model, in which members were automatically 

enrolled in the program unless they decided to opt out (versus an opt-in model in 

which members must enroll themselves). Engagement models typically have a 95 

percent participation rate; BCBSMN's BluePrint for Health Care Support program 

had 97 percent participation. 

Enrollees were stratified into 1 of 4 risk levels. BCBSMN worked with American 

Healthways to develop algorithms based on claims, prescriptions, self reports, 

physician, and care calls. For example, the algorithms induded data such as 

cholesterol and triglyceride levels, history of heart disease, and perceived health 

status. The algorithms were fluid, allowing stratifications to change daily. 

At the cornerstone of the program were personalized member interventions. 

Enrollees interacted with the program through multiple points of contact and 

multiple formats (i.e., telephone, mail, internet). All enrollees received an initial 

telephone call, general health assessments, depression screenings, education 

materials, and regular telephone calls (the frequency and timing of which were 

based on their risk stratum). Enrollees had around-the-clock access to care 

managers through a toll-free number. 

Physicians were actively involved in the program as well. They received regular 

reports on medications and alerts, as well as care guidelines. They · too had 

around-the-clock access to care managers through a toll-free number. A 

;ophisticated software system provided care ma·nagers with complete member 

records, goals, and assessments. Tracking software was integrated with a 

telephone dialer system. 

BCBSMN classified the initially selected 17 conditions or diseases into one of two 

groups. The first group included what BCBSMN termed "core conditions," 

traditional disease management programs that it had offered before. These 

·included: diabetes, coronary artery disease, congestive heart failure, chronic 

obstructive pulmonary disease (COPD), asthma, and end stage renal disease 

(ESRD). 

The second group included what BCBSMN termed "impact conditions," which were 

new to the program and included: osteoarthritis, acid-related stomach disorders, 

low back pain, osteoporosis, fibromyalgia, atrial fibrillation/anticoagulant therapy, 

chronic hepatitis ·and cirrhosis, incontinence~ irritable bowel syndrome, pressure 

ulcers, and inflammatory bowel disease. BCBSMN is the only payer in the country 

to address many of these impact conditions with disease management techniques. 

These conditions affect 12 percent to 15 percent of BCBSMN's commercial 

population and account for between 40 percent and 45 percent of all c~~ims costs. 

(Typical approaches to disease management programs, in contrast, re~ch less 

han 3 percent of the population.), 

Page 4 of9 
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2003 _ 11 I How Broadening DM's Focus Helped Shrink One Plan's Costs 

During the first year of operation, all fully insured groups, Medicaid, and certain 

selh~1sured groups were eligible to participate in BluePrint for Health Care 

Support. Shortly after the program started in March 2002, BCBSMN began 

marketing it to self-insured groups. 

The program was implemented by a team led by executives from both BCBSMN 

and AMHC. There was an operations work group consisting of department heads in 

affected areas; its job was to design and institute the program. 

An advisory council of community physicians monitored the program's clinical 

integrity, reviewed care support treatment guidelines, communicated 

developments to the provider community, and recommended improvements. 

- Because of the program's size and scale, BCBSMN and American Healthways faced 

challenges. When implementation began in March 2002, the program had 70,000 

members with chronic diseases. A few months later, there were more than 

100,000. Neither company had taken on a program of this magnitude. For 

example, BCBSMN and American Healthways had to: 

• Transfer several million records. 

• Conduct multiple mailings with separate branding requirements. 

• Build a call center in Minnesota. 

• Establish a complaint tracking and resolution process. 

) • Staff. and train clinicians and managers. 

• Customize products for BCBSMN. 

• Ensure staffing and establish processes to satisfy contractual obligations. 

• Address unique requirements in the Minnesota market. 

A common criticism of disease management programs of any kind has been a 

perceived inability to demonstrate genuine differences in outcomes and cost. 

Critics have said that savings could have occurred due to other changes, such as 

the introduction of new drugs or overall changes in physician practice behavior. 

The introduction of BluePrint for Health Care Suppo·rt provided BCBSMN with an 

excellent opportunity to measure accurately the effect of the innovative new 

program. 

Because a health plan cannot simply apply a new program to a self-funded client, 

such a client -must pay for the cost of the program since it will gain all the benefits 

• of lowered health care costs. This difference in clients allowed BCBSMN to measure 

differences in two cohorts of otherwise similar individuals (i.e., they had similar 

distribution of age, diseases, and clinical conditions). 

The first cohort was made up of fully insured gr9ups (with a small number of self­

insured groups that joined early); the second was made up of groups that were 

'0t enrolled in the new program, but continued with the typical disease and 

, 1edical management programs that they had · been using. Groups in both cohorts 

were continuously enrolled for two years, and there were approximately 60,000 

Page 5 of9 
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individuals in each cohort. 

The first-year results show dramatic improvements in health outcomes, resulting 

in average claims savings estimated at nearly $500 for each member when • 

compared to members in the control cohort.In ·12 months, BCBSMN has 

experienced reduced hospital admissions, reduced emergency room visits, a 2 

percent to 3 percent projected reduction in its fully-insured, commercial health 

care expenditure. 
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BCBSMN also saw an overall return on investment of at lea~or every 

dollar spent. Based on the results from the first year of ope~e potential 

future effect is considerable and could easily grow even higher. 

I TABLE 1 CARE SUPPORT_PROGRAM YEAR ONE EVALUATION I 
Care support population vs. reference population 

Continuously-enrolled between 03/2001 and 02/2003 
Fixed length model 

Period: Year 1 (03/2001-02/2002) vs. Year 2 (03/2002-02/2003) 

I 
~/o Changes: % Changes: % Changes: 
$PMPM ER Rate Admission Rate 

Program II Study II Reference II Study II Reference II Study II Reference 

Asthma 1[~1117% Jl-11%ll-1% ll-n%1!12% 
====::I 

Cardiac 11-10% 1123% 11.,25% 113% .11-47% 116% 
====::I 

COPD 11-10% 1132% 11-23% 116% 11-28% 1140% 
====::I 

Diabetes II 12% 1119% • 11-i2% 112% 11-1% 112% 
====::I 

Impact 1110% 1121 % 11-20% 11-3% n-6% 117% 

Core ProgramslEJl20% 11-18% If 1% 11-25% 11::=7=%==• 

Overall Resultsl!"6% fl20% 11-19% 11-1% 11-16% 117% 

I SOURCE: BLUE .CROSS AND BLUE SHIELD OF MINNESOTA I 

• Page 7 of9 
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BluePrint for Health® care support program: 
. Improving on Success . 

August 30, 2005 



OJ 
Ci 
t'O 
(J) 

3: ... 
N 
Q 

~ 
~ 

BluePrint for Health® care support 

Results: Making a difference 2001-2004 

• Improved. health = Increased_ savings & ·productivity 
- 16°/o of members reported an increase in productive days at work 

- 8% of members 're.ported a decrease in days absent from work 

- Return on Investment (ROI) esti'mated to be in rang.e of 1.5 - 2:1 

- ·improved BCBSM.'s overall trend by an estimated 1.5% in 2004 

- Savings reached ~etween .$.25-$30 million per year 

■ External validation 

15 

- 2004 AstraZeneca National Managed Health Care Congress 
Partnership Award for innovation in health care 

- 2005 BlueWorks Award Winner for. Incanting Quality by Harvard 
Medical School's Depa·rtme·nt of Healthcare Policy 
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BluePrint for Health® care support program 
Building a Bridge from Disease Management to Care Enhancement 

Product Launch & 
Marketing Plan 

Confidential 
Prepared by Marketing Management 

March 26, 2002 ("final") . 

This plan is intended to share key decisions and strategies and in some instances is still 
a "work in progress. n Questions and comments can be directed to Karin Bultman. • 

CONf'll)ENTlA~.­
TRADE SECRET 

BCBSM 119930 



V. Fully Insured Market 

GENERAL DESCRIPTION 

The fully insured market segment will benefit from the BluePrint for Health care support 
program because it will address growing concerns over increasing health care costs, by 
preventing costly claims among the whole population, resulting in lower premiums for 
individuals and groups over time. The segment groups and program benefits are included in the 
following list. 

• · Groups: 
Blue Cross & Blue Plus fully insured commercial product lines (individual, small group and 
community 51+) 
Blue Plus prepaid MinnesotaCare & PMAP/GAMC 
Atrium fully-insured groups (will be launching at a later date due to branding complexities). 
First Plan fully-insured groups 

• Value add program at no additional cost to purchaser under the BluePrint for Health program 
• All eligible members receive the program at no cost to member 
• Our role is to create awareness and educate employers and agents of program's value • 
• Claims savings due to program will lead to lower premiums over time 
• Initial strategy wilJ target several key agencies that are more specialized and consultative 

PRODUCT DESCRIPTION 

Blue Cross B-lue Shield MN & Blue Plus Groups 

All Blue Cross and Blue Plus fully insured groups will receive the standard BluePrint for Health 
care support program including all conditions. See the Fully Insured Product Description in the 
Program Overviel11 section. 

Hrst Plan 

Full~ insured First Plan members will receive the standard BluePrint for Health care support 
program co-branded with Blue Cross and First Plan. Member and provider communications will 
reflect blue C?-branding and the program name will be "MyHealthways.,, 

Atrium 

Ful1y insured commercial business at Atrium will receive the standard program, but it will have 
distinct branding, not mentioning Blue Cross or BluePrint for Health. Communication materials 
for providers and members, both print and electronic, will comply with the regulations and will 
be replaced with "'MyHealthways." 
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Here you'll find a complete list of commercial plans. Scores indicate performance across 
four major categories. 

Click on a plan name to learn more. Use the select box to compare up to 
four plans. 

NCQA A Overall 
Rank Score d-t t· State t ccess member PreventionTreatment 

accre , a ,on o care t · f t· sa Is ac I0n 
Fl 1. Harvard Pilgrim Health Care (HMO, POS) * 

94.2 Yes ME, MA **~ *tt** ***** ***·tt 
~ 2. Harvard Pilgrim Health Care of New England (HMO, POS) 

93.8 Yes NH *tt** ***tt ·*-**·** ***** 
~ 3. Preferred Care (HMO, POS) 

9 3 Yes NY • * * *- * * *tt** *--kk** tt*"k'k 
~~11'i 4. Tufts Health Plan (POS) * 

92.7 Yes .J MA, NH, RI 'ktttt tl** ***** tt*** 
r-1 4. Tufts Health Plan (HMO) * 

92.7 Yes MA, NH, RI **~ *ti* ***.** *****· 
n 5. Independent Health Association (HMO) 

92.5 _Yes NY -lrlc:H* *·**-** **.** **** 
~ 6. ConnectiCare (HMO, POS) 

92.2 Yes CT • **** -.JrJ<:** **.*** *'**** 
~ 7. Care Choices (HMO) 

91.8 Yes MI ** -'<A tt-k** **** ***** 
~ 8. Blue Cross and Blue Shield of Massachusetts (HMO, POS) 

91.8 Yes MA -ldrl.ttt *H -lrt:*** "Irk*~ 
--~ 9. Capital District Physicians' Health Plan (HMO) 

91.6 Yes NY ***tt . ti** **** tl--Ht: 

http://www.usnews~com/usnews/health/best-health-insurance/rankings/commercial.htrn 
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v'·1 10. Health Alliance Medical Plans (HMO, POS) 
91. 5 Yes IL, IA k'k** Jrld'<'** **tt .**.** 

ir t 11. Security Health Plan of Wisconsin (HMO) 
91.5 Yes- WI **'lrlrk *'k'"k* "Kktt·* **** 

El 12. Excellus BlueCross BlueShield (HMO, POS.) 

91.4 Yes NY ***** **** ***** ***** 
?1 13. Anthern Blue Cross and Blue Shield {HMO, POS) 

91. 3 Yes CT **** ***ti **#.* ***** 
r-"'i 14. Univera Healthcare (HMO, POS) 

91.1 Yes NY ***** -**** **-**. **** 
r~\ 15. Geisinger Health Plan (HMO, POS) 

91 Yes. PA ***tt *Htt *-lrk-k *** 
~fi 16. Capital Health Plan (HMO) 

91 Yes FL . *-Irle** *'k-k* *"k-k.** *.*.** 
~ 17. Fallon Community Health Plan (HMO, POS) 

91 Yes MA *~* *** ***** ·***** 
~~1 18. Oxford .Health Plans of Connecticut (HMO, POS) 

91 Yes CT **** ***** **~*** -*** 
?~·1 19. Health New England (HMO, POS) 

90.9 Yes CT, MA **.*** ·*** *-**** ***** 
f?l 20. MVP Health Care (HMO, POS) 

90.8 Yes _NY, VT ***** **-kk **** **** 
~ 21. ConnectiCare of Massachusetts (HMO, POS) 

90.8 Yes • MA -k:k*** -~ - ··Hckk* ***** 
~ 22. CIGNA HealthCare of New Hampshire (HMO,. POS) 

90.8 Yes . NH **** kk** **** *·**** 
~ 23. Group Health Cooperative of South Central Wisconsin (HMO) 

. 90.7 Yes WI ~tt *** *H** ***** 
-~ 24. Priority Health (HMO) 

90.7 Yes MI tl** tt* ***** ·**~* 
~ 25. BlueShield of Northeastern New York (HMO, POS) 

. 90.6 Yes NY tt*** *"lrlrk - **** *1d<:* 
~ 26. Physicians Health Plan of Mid-Michigan (HMO, POS) 

90.5 Yes MI **** **** 1(-1(** *tt* 
~ 27. HealthGuard of Lancaster (POS) 

90.5 -Yes PA **'Irk *-lrl.rlt* *-k-k **** 
Wi 28. BlueCross BlueShield of Western New York (HMO, POS) 

90.5 Yes NY "lrlrldrt **~* tl** ***.* 
~ 29. Blue Cross & Blue Shield of Rhode Island (POS) 

90.4 Yes MA, RI "Id,;*~ 'ktt. -ktt* **** 
~ 30. Aetna - Southern New Jersey (HMO, POS) 

90.3 Yes NJ -ldrl(* *'ktt* 'kH H:·**· 
j?1 31. Dean Health -Plan (HMO) 

90.3 Yes WI **** **** *H* **** 
Fi 32. Network Health Plan (HMO) 

http://www.usnews.com/usnews/heal th/best-health-insurance/rank1ni!s/commerci~ I hhn . 1 /1 ?/?00h 
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90.2 Yes WI ****.* *** *-1dr.** ****·* 
~ 33. Keystone Health Plan West (HMO, POS) 

90.1 Yes PA **** **** *** **** 
~ ! 34. HealthGuard of Lancaster (HMO) 

90 Yes PA 'lrlr:** ****·* *** *** 
~ 35. UPMC Health Plan (HMO, POS) 

90 Yes PA -Hr*·* *** ***-k'k ***** 
~ 36. Physicians Healt~ Plan of South Michigan (HMO, POS) 

89.9 Yes MI **** -Irle:·*-** -lrt* *** 
~ 37. SummaCare {HMO, POS) , 

89.8 Yes OH **.** *·***·* *·** *** 
~ 38. Anthem Blue Cross and Blue Shield (HMO, POS) 

89.8 Yes NH -~*** ***. ***.** *-**** 
~ 38. Matthew Thornton Health Plan (HMO) 

89.8 Yes NH ***** *** ***** ***'k-k 
~ ! 39. Keystone Healtti Plan Central (H~O) 

89.6 Yes PA ***** *** -k--k* **** 
~ 40. CIGNA HealthCare of Colorado (HMO, POS) 

89.6 Yes CO *** -kJc/ir* k*** *·*** 
~ 41. Aetna - Connecticut (HMO, POS) 

89.5 Yes CT **** **** **** *** 
~ 42. Un_ity Health Plans Insurance Corporation (HMO, POS) 

89.4 Yes WI *~* *** **h *---Jrk-k 
(ffi:j 43. Aetna of the Carolinas (HMO, POS) 

89.3 Yes NC, SC ~* **** **** *** 
~ 44. HealthAmerica Pennsylvania {HMO, POS) 

89.3 Yes PA 'k-k~ *tt * ·--Jdd. *tt* 
fm1 45. Health Plus of Michigan (HMO, POS) 

89.3 Yes MI ~*""* *** **** ***** 
~ 46. CIGNA HealthCare of Massachusetts (HMO, POS) 

89.3 Yes MA H* *** --ktt·* *~ 
~ -47. Excellus Health Plan (HMO) 

89.2 Yes NY **tt *** **** **** 
~ 48. Medical Associates Health Plans (HMO, · POS) 

89.2 Yes WI *tt* **~** **~* 'k-k* 
~ 4~~ Medical Associates Health Plans (HMO, POS) . 

89.2 Yes IL, IA H** *-lrlrk • **** *--k-k 
~ 49. Kaiser Foundation Health Plan of Hawaii (HMO) 

89.1 Yes HI -k--;r* *~* H** **** 
m 50. Aetna - Maine (HMO, POS) 

88.9 Yes ME -k-lrlrt **** *** **** 
~ 51. Empire Blue Cross Blue Shield (HMO, POS) 

88.8 Yes NY ~-Irk -lrt* 'Id{* 'lrlrk* 
~ 52. PersonalCare Insurance of Illinois (HMO) 

88. 8 Yes IL -Hrlt:* *** **-Irk * * * * 

http://www.usnews.com/usnews/health/best-health-insurance/rankings/commercial.htin 1/12/2006 



usnews.com: Health: Insurance: Best Health Plans 2005: Rankings Page 4 of 16 

Wi 53. Coventry Health Care of Iowa (HMO, POS) 
88.8 Yes IA **** **** ** ***-* 

Fl 54. UnitedHealthcare of North Carolina (HMO, POS) 
88.7 Yes NC ·**** ***** **'* *** 

~ 55. OSF Health Plans (HMO, POS) 
88.7 Yes IL **** **'Irle *** *ti 

~ 56. Scott and White Health Plan, Central, TX (HMO) 

88.6 Yes TX ·**** *** **** *** 
Pl 57. CIGNA HealthCare of Maine (HMO, POS) 

88.6 Yes ME *·** **·* **** ***** 
~ 58. Aetna - Massachusetts (HMO, POS) 

88.6 Yes MA **.* **** ***-* ** 
~ 59. Anthem Blue Cross and Blue Shield i_n Ohio (HMO, POS) 

88.5 Yes OH . ~* *** ~** ****· 
~:J 60. Blue Cross Blue Shield of Delaware (.HMO, POS) 

88.5 Yes DE **** *** **tt ***.** 
~ 61. Blue Cross and Blue Sh,ield of North Carolina (HMO, POS) 

88.5 Yes NC **-** **** *·** ** 
~ i 62. HealthPartners (HMO, POS) 

88.4 Yes MN **** *** *-Irk* *-Irk* 
~ 63. The Health Plan of the Upper Ohio Valley (HMO) 

88.3. Yes OH, WV -~---Jr Jrlc~ **'k"'k ** ti 
tt~~ 64. BlueChoice HealthPlan of South Carolina (rtMO, POS) 

88.3 Yes SC -lrlr.* *ti 'krl* -lrk* 
~ 65. Aetna - Delaware (HMO, POS) 

88.3 Yes DE *** *** **** **tl 
-~ 66. PacifiCare of Colorado (HMO, POS) 

88.3 Yes CO *** *** ***·* **** 
~ 67. PacifiCare of Oregon (HMO) 

88.2 Yes OR *-lrlr *** **-* ** ·** 
~ 68. Wellmark He.alth Plan of Iowa (HMO, POS) 

88.1 Yes IA ***~ *** *H* ~ 
• ~ 69. Grand Valley Health Plan (HMO) 

88.1 Yes MI *tt* ·*** ***** **--Hd( 
~ 70. Aetna - Pennsylvania (HMO, POS) 

88.1 Yes PA tl.* *** **~ **** 
~ 71. CIGNA HealthCare of North Carolina (HMO, POS) 

88.1 Yes NC *** • *jrk tttt ~ 
~ 72. CIGNA HealthCare of St. Louis (HMO, POS) 

. 88 Yes IL, MO · *"Jrt *** ~* * ·tt· 
--~ 73. Anthem Blue Cross and Blue Shield in Indiana (HMO, POS) 

88 Yes IN -ldrk* *ti tt-k *ti. 
u 74. UnitedHealthCare of Georgia, Inc. (HMO, POS) 

87.9 Yes GA ***- ***** *** *** 
~ 75. First Priority Health (HMO, POS) 

http://WWW.usnews.com/usnews/health/best-health-insurance/rank:ings/commercial.htm 1/12/2006 
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87.9 Yes PA **** *1r:"'k 'k-k -lrl<: 
r--~i 76. CIGNA HealthCare of South Carolina (HMO, POS) 

87.8 Yes SC *** **~** *** ** 
W1 77. Kaiser Foundation Health Plan - Northern California (HMO) 

87.8 Yes CA *** ** **** ***~ 
~ 78. Oxford Health Plans ·of New Jersey (HMO, POS) 

87.8 Yes NJ *** *** *** *"k-k 
~ ' i 79. Health Alliance Plan of Michigar:1 (HMO) 

87.8 Yes MI *** *** **** **** 
~ 80. WPS Prevea Health Plan (HMO, POS) 

87.7 Yes WI *·**-* *** **** *** 
~ 81. Medical Mutual of Ohio (HMO, POS) 

87.7 Yes OH *** ****- ** *** 
Fl 82. Anthem Blue Cross and Blue Shield in Kentucky {HMO, POS) 

87.6 Yes KY -lrK** *** *** **** 
~ 83. Blue Care Network of Michigan (HMO) 

8 7. 5 Yes MI "'Id(* -Jrk* **'k'k --kk1t""k 
~ 84. Aetna - Georgia (HMO, POS) 

87.5 Yes GA ~ *"** **'Irk *** 
~ 85. Vytra Health Plans Long Island (HMO, POS) 

87.5 Yes NY - *** *** ti*·* **** 
~ 86. Aetna - Colorado (HMO, POS) 

87.4 Yes CO *** *** *** *~ 
~ 87. MercyCare HMO (HMO) 

87.4 Yes WI *** tt* *H **** 
~ ,:1 88. HealthKeepers (HMO, POS) _ 

87.4 Yes VA *tl-1r ~ *ti* ti·* 
~ 88. Peninsula Health Care (HMO, POS) 

87.4 .Yes VA ·H** *** **** *** 
~ 88. Priority Health Care (HMO, POS) 

87.4 Yes VA **** *** Jdr_** tt* 
~ 89. CIGNA HealthCare of Virginia (HMO, POS) 

87.3 Yes VA tt* *** **-** tl?< 
~ 90. CIGNA HealthCare of Ohio (HMO, POS) 

87.3 Yes IN, KY, OH ~ ~ tl'k *tt 
~ 91. John Deere Health Care (HMO) 

.87.3 Yes ~; IA, TN, H H tt-1< -!Hrk· *1rlrlr: 

Wi 92. United HealthCare of Tennessee (HMO, POS) 
87.3 Yes TN -ktt ***« tl tt 

!Fl 93. Presbyterian Health Plan (H_MO, POS) 
87.3 Yes NM *"'irk* *** ** tt 

~ 94. Southern Health Services (HMO, POS) 
• 87.2 Yes VA, WV **** . **** *ti *** 

fl] 95. PacifiCare of Washington (HMO) 

·http://www.usnews.com/usnews/health/best-health-insurance/rankings/commercial.htin 1/12/2006 
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87.2 Yes WA 'k-k* **·* *** *** 
r:··1 96. Optima Health Insurance Company (POS) 

87.2 Yes VA **** *** **** *** 
P· i 96. Optima Health Plan (HMO) 

87.2 Yes VA **** *** **** * ·k* 
~-i 96. Sentara Health Plan (HMO) 

87.2 Yes VA ~--t.- *** **** *** 
i~1 97. M Plan (HMO) 

87.1 Yes IN *ti tt.* ** -kir** 
~ 1 98~ Kaiser Foundation Health Plan of Colorado (HMO) 

87.1 Yes CO H* * **.*** **·*·** 
Wl 99. Oxford Health Plans of New York (HMO, POS) 

87 Yes NY *** ** *-*.** **** 
r-7 100. UnitedHealthCare of New England (HMO, POS) 

87 Yes MA, RI *tl *** **tt -Irk** 
r:·1 101. Aetna - Ohio (HMO, POS) 

86.9 Yes IN, KY, OH *** 1rlr* ***· -k1t; 

~'!:I 102. AmeriHealth HMO (HMO, POS) 
86.9 Yes DE "ktl *** *·*-* *-** 

Wl 103. Kaiser Foundation Health Plan of Ohio {HMO) 
86.8 Yes OH *tt* ** *·*** *** 

f:ti 104. ADVANTAGE Health Solutions (HMO) 
86.8 Yes IN ** *-lrk tt* *-irt 

~:i -105. Kaiser Foundation Health Plan - Southern California (HMO) 
86.6 Yes CA tt -Irk 'kk** **** 

~l 106. Kaiser Foundation Health Plan of the Northwest {HMO) 
86.6 Yes OR, WA -Irk* tt **** **** 

~ '1 107. Keystone Health Plan East (HMO, POS) 

86.6 Yes PA **** *** *** *jrl;; 
~ 108. Blue Cross -and Blue Shield of Kansas City (HMO) 

86.6 Yes KS, MO *tt • tt* ** *~ 
~~! 109. Group Health Coop_erative (HMO) 

86.S Yes ID, WA *tt tt -,/rk* **** 
~ 110. UnitedHealthcare of Texas (HMO, POS) 

86.S Yes TX tt""k **** "'k--k tl . 
• r%1 lll. CIGNA HealthCare of Tennessee (HMO, POS) 

86. S Yes TN 'ldrl{ *** 7rk-lr tt 
~ 112. Aetna - Missouri (HMO, POS) 

86.5 Yes IL, KS, MO 1rl.d{ kl<* ** *** 
E] 113. UnitedHealthcare of New York (HMO,·POS) 

86.5 Y~s NY *** -lrlrk ~ *'k-k 
£1 114. Humana Health Benefit Plan of Louisiana (HMO) 

86.5 Yes U\ tt -lrlrk** ** -k'k 
~ 115. UnitedHealthCare of Ohio (HMO, POS) 

86.4 Yes IN, KY, OH tl tt--k* *tt *"k'k 

http://www.usnews.com/usnews/health/best-health-insurance/rankings/commercial.htm 
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~ 116. Kaiser Foundation Health Plan of the Mid-Atlantic States, Inc. 
(HMO) 

86.4 Yes DC, MD,_ VA *** * ***** *--lrlr* 
rai,1 117. CIGNA HealthCare of Florida (HMO, POS) 

86.4 Yes FL *** *** *** ***· 
r~·-i 118. Humana Health Plan - Kentucky (HMO, P0S) 

86.4 Yes IN, KY *** **-k-k *** ** 
r-,r''i 119. Blue Cross and Blue Shield of Kansas City (HMO) 

86.4 Yes KS, MO *** "Irk* ** *** 
Fl 120. Kaiser Foundation Health Plan of Georgia (HMO) -

86.4 Yes GA ·*** * ***.** ·*** 
W:fl 121. M-CARE (HMO) 

86.4 Yes MI *** * ****· *****· 
~~:1 122. CIGNA HealthCare of Georgia (HMO, P0S) 

86.3 Yes GA -k-k -Irk* kktt **.* 
~ 123. Compcare Health Services Insurance Corporation (HMO, POS) 

86.3 Yes WI * ·-Irk *'kit: *** *-Irk 
!}f:\ 124. Blue Cross Blue Shield Healthcare Plan of Georgia (HMO, 
P0S) 

'86.3 Yes GA tl-k *** 'k-k"k* ** 
ff.Pl 125. Aetna - Florida (HMO, P0S) 

86.3 Yes FL * ·-Irk -k-H *** *** 
tFl 126. Blue Plus (HMO, POS) 

86.2 Yes MN -/{tt 1dt: *--!rl( *tt.* 
~ 127. UnitedHealthcare of Louisiana (HMO, POS) 

86.2 Yes LA ** ***** ** ** 
~ 128. Humana; Health Plan of Texas - Austin (HMO) 

86.2 Yes TX jri,::* ** *** ****· 
~ 129. HMO Colorado (HMO, P0S) 

86.2 Yes CO ~ -ktl -Hrt· -lrlrk 
I~ 130. United Healthcare of New Jersey (HMO, P0S) 

86.1 Yes NJ ~ tt* tt tt 
~ 131. Humana Health Plan of Texas - San Antonio (HMO) 

86 Yes TX *** ti* -~ **** 
~ 132; United Healthcare of the Midlands (HMO) 

86 Yes IA, NE * -Hr** *·* *** 
flJ 133. GHI HMO (HMO, POS) 

86 Yes NY *** -Jrlrlr: *** *** 
~ 134. Aetna - Texas (HMO, POS) 

85.9 Yes TX tt *tt 'Irk* *** 
ftj 135. Aetna - Tennessee (HMO, POS) 

85.9 Yes TN 'kldr *-k1t( _ *** ~ 
~ 136. UnitedHealthcare of Kentucky (HMO, POS) 

85.9 Yes IN, KY * *~* ** ti* 
~ 137. Carefirst BlueChoice (HMO, P0S) 

http://www.usnews.com/usnews/health/best-health-insurance/rankings/commercial.htm 
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_ 85.9 Yes DC, MD, VA *** ** **** 
EJ 138. AmeriHealth HMO (HMO, POS) 

85.9 Yes NJ *** -*** ***· 
vi 139. Optimum Choice (HMO, POS) 

DE, DC, 
- 85.9 Yes MD, VA, *** *** *** 

WV 
-~ 140. QualChoice Health Plan (HMO, POS) 

85.8 Yes OH ~ -*** *** 
~ • 141. MD - Individual Practic~ Association (HMO, POS) 

85.8 Yes DC, MD, VA *** * *·*** 
Jti 142. Aetna - Oklahoma (HMO, POS) 

85.8 Yes OK ** ff·* -** 
~1 143. Arnett Health Plans_ (HMO, POS) 

8 5. 8 Yes IN **** *-.Jrl( *** 
~ 144. Aetna - Maryland, DC, ~nd Virginia {HMO, POS) 

85.7 Yes DC, MD, VA 'Irk* -Irk *~ 
~ 145. Health Net of California (HMO, POS) 

85.7 Yes CA. 'kl<: *** *** 
~ 146. Medica (HMO, POS) 

85.6 Yes 
MN, ND, 
SD, WI 

-~ 147.-Health First Health Plans (HMO) 
85.6 Yes FL tt** *** 

~ 148. Paramount Health Care (HMO) 
85.6 Yes OH *** *** 

~ 149. PacifiCare of Oklahoma (HMO) 
85.5 Yes OK ** tt* 

-~ 150. CIGNA HealthCare Mid-Atlantic (HMO, POS) 
85.5 Yes DC, MD tt -** 

&!:i 151. PacifiCare of California (HMO, POS) 
. 85.4 Yes CA tt *** 

~ 152. IHC Health Plans {HMO, POS) 
85.4 Yes - ID, UT ** _ ti 

~ 153. CIGNA HealthCare of Texas (HMO, POS) 
85.3 Yes TX -Irk *** 

-~ 154. PacifiCare of Texas (HMO) 

**** 

** 

** 

*** 

_ 85.3 Yes TX 1rk ** *** 
~ 155. Neighborhood Health Partnership (HMO, POS) 

85.3 Yes FL 1rlr: *ti *'Id< 
~ 156. Sioux Valley Health Plan (HMO) 

85.3 Yes IA, SD -'Irle *** 
I!) 156. Sioux Valley Health Plan of Minnesota (HMO) 

85.3 Yes IA, SD **· tt* ** 
~ 157. CIGNA HealthCare of Indiana (HMO, POS) 

**** 

*** 

**** 

1rk-k* 

*** 

*** 

* 

~ 

. http://www.usnews.com/usnews/health/best-heaJth-insurance/rankings/commercial.htm 
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85.2 Yes IN ** *kk ** 
CJ 158. CIGNA HealthCare otlllinois (HMO, POS) 

85.2 Yes IL, IN * .. "' *** ** 
vi 159. Horizon HMO (HMO) 

85.2 Yes NJ *** ** *H 
W1 160. UnitedHealthCare of Colorado (HMO, POS) 

85.2 Yes CO ** ~* • ** . 
EJ 161. Health Plan Hawaii (HMO) 

85.2 Yes HI -Irk* tt H* 
~n 162. UnitedHealthCare of Wisconsin (HMO, POS) 

85.1 Yes WI * * ·*-/r;rlt; *** 
Fl 163. CIGNA HealthCare of Arizona (HMO, POS) 

85.1 Yes AZ, NM ·** ** **.** 
~ 164. CIGNA ~ealthCare of Kansas/Missouri (HMO, POS) 

85.1 Yes KS, MO *.* ** ·** 
~! 165. Aetna - New York (HMO, POS) 

85 Yes NY *** tt tt 
~ 166. Humana Healthplans of Ohio {HMO, POS) 

85 Yes IN, KY, OH ** ti* tt 
~ 167. Aetna - Northern New Jersey (HMO, POS) 

84.9 Yes NJ ** ** ** 
~ 168. UnitedHealthcare of the Mid-Atlantic (HMO, POS) 

84.8 Yes DC, MD, VA *** *** *** 
~ 169. Humana Health Plan - Kansas City (HMO) 

84.8 Yes KS, MO -Irk *--Irk -k-k 
W1 170. PacifiCare of Arizona (HMO) • 

84.7 Yes AZ ** ** "kk* 
-~ 171. CIGNA HealthCare of Pennsylvania (HMO_, POS) 

84.7 Yes PA ** tt* • tt 
~ 172. CIGNA Hea_lthCare of Delaware (HMO, POS) 

84.7 Yes D.E ** * tl* 
ffj 173. Health Options - North (HMO). 

84~5 Yes FL *** * *** 
~ 174 .. AvMed Health Plans (HMO, POS) 

84.4 Yes FL ** * . ~ 
• ~ 175. Health Options - South (HMO) 

84A Yes . FL *ti * --k-k* 
~ 176. United Healthcare of Arizona (HMO, POS) 

84.4 Yes AZ * **** * 
~ 177. Health Net of Arizona (HMO) 

•• 84~2 Yes AZ ** * -ktl 
Wi 178. BlueCHOICE (HMO, POS) 

84.1 Yes MO· -1rt *-lrl< . tl 
W1 179. HMO New Mexico (HMO) 

84.1 Yes NM *** tt* tt 

tl 

*** 

1rkk 

*'Irk 

*** 

*** 

tt. 

tt . 

tt 

tt 

tt 

* 
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u 180. St. Mary's HealthFirst (HMO, POS) 
84 Yes NV ** *'Irk* * * 

~r t 181. UnitedHealthcare of Alabama (HMO, POS) 
83.8 Yes AL 'kk tt* ** ·* 

El 182. HIP Health Plan of New York (HMO, POS) 

83. 7 Yes NY ** * *·** **** 
~ 183. -Humana Health Plan of Texas - Corpus Christi (HMO) 

83.6 Yes TX ** ti* * ** 
~ -, i 184. Aetna of Illinois (HMO, POS) 

_83.6 Yes IL, IN ** ** ** *** 
~ 185. UnitedHealthcare of Mississippi (HMO, POS) 

83.2 Yes MS * "lrlcjck-k * *· 
~1~'.·1 186. Western Health Advantage (HMO) 

83.1 Yes CA *rt ** ** tt 
~YJ .187. Humana Medical Plan - Florida (HMO, POS) 

83 Yes FL tt * *** ** 
~ 188. Blue Shield of California (HMO, POS) 

82.9 Yes CA * * *** *** 
~ ;:i 189. Aetna of California (HMO, POS) 

82.8 Yes CA * * ** *-Jrk 
~.,l 190. Humana Health Plan - Chicago (HMO) 

82.8 Yes IL, IN ** ** * **· 
~ B i 191. UnitedHealthCare of Arkansas (HMO, POS) 

82.8 Yes AR ~ tt* ** * 
!t '1 192. Blue Cross and Blue Shield of Texas (HMO) 

82.8 Yes TX ** * ** ** 
~-i 193. Aetna - Arizona (HMO, POS) 

82.5 Yes . AZ, NV ** * ** ·** 
ff1 194. Blue Cross of California (HMO, POS) 

82.3 Yes CA * tt tl ~ 
~ 195. Lovelace Sandia Health System (HMO, POS) 

• 82.2 Yes NM * tt ** tt 
·Fl 196. CIGNA HealthCare of California (HMO, POS) 

82.2 Yes CA . • * * *** «* 
~! 197. UNICARE Health Plans of the Midwest (HMO) 

82.1 Yes IL, IN • * *** * ** 
• ~ 198. UnitedHealthcare ·of Illinois (HMO) 

82.1 Yes IL, IN * H* 1rt tt 
~ 199. Universal Care (HMO) 

81.9 Yes CA * tt. tt tt 
I!!. 200. BlueChoice (POS) 

81.9 Yes IL, IN *'H , ~ * * · 
~ 201. Humana Health Plan of Texas...: Houston, (HMO) 

80 Yes. TX * ** * * 
ff!- 202. HMO Illinois and Blue Advantage (HMO) 
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79.2 Yes IL, IN * * * * 
. Tl 203. Community Health Group (HMO) 

78.9 Yes CA I *** * * 
EJ 204. PacifiCare of Nevada (HMO) 

78.7Yes NV * * * * 
£:J 205. Health .Plan of Nevada (HMO, POS) 

78.6 Yes NV * * * ~ 
rri 206. Group Health Cooperative of. Eau Clair:e (HMO) 

77. 9 No WI , ***** ***** **·*·*-* *~ • 
rt '\ 207. Blue Cross and Blue Shield of Vermont (HMO, POS) 

76.5 No • VT ***** ***** *** **** 
r7 '1 208. Health Net of Connecticut (HMO~ POS) 

76 No CT *~-* . **** *'**** *'*** 
f?-' '! 209. Gundersen Lutheran Health Plan (HMO) 

75.4 No WI -lrl<** -k-k** **** *** 
~vi 210. Anthem -Blue Cross and Blue Shield (HMO, POS) 

7 5 No ME tt-lrk • *** * ·*-Jdr; '"Irk*** 
vl 211. Mercy Health Plans of Missouri (HMO) 

75 No MO *·**-*:* **-** ***- *-* 
~ 212. Welborn Health Plans and Health Care Solutions (HMO, POS) 

74.9No . IN ··***** **--k-k *~ *** · 
E'J 213. CIGNA HealthCare of Connecticut (HMO, POS) 

74.8 No CT *--Jrlr *H ***~ ***** 
w·i 214. Physicians Plus Insurance Corporation (HMO, POS) 

74.6 No WI *** tt--k **~** **tt 
frl 215. Neig~borhood Health Plan (HMO) 

74.4 No MA -.Jrl::** ~ **tt-1,; ~** 
rfl 216. Rocky Mountain Health Pfans {HMO) 

74.2 No CO • **"k* **ti 'k'k* *** 
~ 217. Humana Wisconsin Health Organization Insurance Corporation 
(HMO, POS) 

74.1 No WI -kirk **** **-** I(*** 
~ 218. Capnal Advantage Insurance Co (POS) 

74.1 No PA tttl tt* k** *** 
. Fi 219. The Vermont Health Pl~n {HMO, POS) . 

74.1 No VT tttt tt* *** **** 
Fi 220. Providence Health Plans - Oregon (HMO, POS) 

73.6 No OR, WA -Jrlrlc:* ~ 'irlrk *'lrlrk 
~ 221. Coventry Health Care of Delaware (HMO, POS) 

73-;.S No OE, MD * ** * *** *---k-k.* *"Irk 
~ 222. CHA Health (HMO, POS) 

73.5 No KY tt-/d: *'kk* H . ** 
~ 223. Health Net of New York {HMO, POS) 

73.2 No NY *-H *** ttH *~*· 
i~l 224. Bluegrass Family Health (HMO, POS) 
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73.2 No KY **** **-k'k ** 
~ 225. United HealthCare of_ Florida (HMO, POS) 

73.1 No FL *** **** *** 
~·,-1 226. Health Net of New Jersey (HMO, POS) 

72.8 No NJ *** **·* *-irk *** 
-~ - 227. PHP Companies (HMO, POS) 

72.7No TN *** **** *** ** 
~ 228. Group Health Plan (HMO, POS) 

72.3 No IL, MO **-* *ti *~ 
~ 229. Mercy Health Plan of Missouri (HMO) 

72.3 No TX *** *·**** * I 
~ 230. United HealthCare of the Midwest (HMO, POS) 

72.2 No IL, KS, MO ·** _ ***tt _ *** ** 
~ 231. CIGNA HealthCare of New Jersey (HMO, POS) 

72.1 No NJ ** **·* *** 
~ 232. Federal Plan 87 (HMO~ POS) 

71.7 No HI ** *'ktt* * 
~ 233. Community Health Plan (HMO, POS)-

71.5 No KS, MO *** *** *~* 
~ 234. Valley Baptist Health Plan (HMO) 

71.3 No TX ** *Jr!(· ** I 
~ 235. Coventry Health Care of Kansas (HMO, POS) 

70.9 No KS, MO *** *** ** *** 
~ 236. Aetna - Washington (HMO, POS) 

70.8 No WA # *** -klr* *** 
~ 237. AultCare Corporation (HMO) 

70. 7 No OH *** * * *- * Ir. I I 
~ 238. FIRSTCARE (HMO) 

70.7 No TX *** titt ** * 
~ _239. Community First Health Plans (HMO) 

70.6 No TX ** • *** ** ** 
- -~ 240. Carolina Care Plan (HMO, POS) 

70.5 • No SC *** *** ** ** 
-~ 241. Group Health Options (HMO, POS) 

70.4 No ID, WA tl-k *tl ** 
• ~ 242. FIRSTCARE, Amarillo (HMO) 

. 70.2 No TX --Jrir* *tt * tt 
~ 243. Group Health Options (HMO, POS) 

69.9 No ID, WA tt * *** "*** 
_ ~ 244. Mercy Health Plan of Missouri (HMO} 

69.9 No IL, MO **tt *""k-k ** * ~ 245. Altius Health Plans (HMO, POS) 
69.3 No UT ** ti ** tl 

If] 246. United HealthCare of Utah (HMO, POS) 
69 No UT * *"kk . ** tt 
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r: ' 1 247. CIGNA HealthCare of New York {HMO, POS) 
68.7 No- NY ~ * *** *'Irk 

F'7 248. FIRSTCARE, Lubbock (HMO) 
68.7 No TX tt *** * * 

r1 249. UnitedHealthcare of New Mexico (HMO, POS) 
68.6 No NM ** -Id(* * I 

~ 250. WelJChoice HMO of New Jersey (HMO) 
68.6 No NJ ·** * *-* *** 

~ 251. FIRSTCARE, Abilene (HMO) 
68.4 No TX _ ** *** * * . lf.f1 252. Humana Health Plans of Puerto Rico (HMO, POS) 

68.2 No PR ** *"k'k** * · I 
~ 253°. Denver Health Medical Plan (HMO) 

_ 67.7 No CO * * **ti tt 
~ 254. Humana Employers Health of Georgia (HMO, POS) 

66.6 No GA *- * *-** * E:J 255. Humana Health Plan - Ariz_ona (HMO) 

- 65.3 No AZ * · * ** ti 

;~ti 256. Molina Healthcare of Wash-ington (HMO) 
64.8 No WA • * *~ I I 

~ 257. Blue Cross and Blue Shield of New Mexico (POS) 

63.8 No NM tt * * * 
The following plans could not be ranked because of insufficient data. 
~ ConnectiCare of New York (HMO, POS_) • 

N/A Yes NY A A A A -
ITT'",1 Health Advantage - Arkansas (HMO, POS) 

N/ A No AR · tt • -Jd(* I I 
w1 Highmark Blue Shield (POS) 

N/A Yes PA A A A A 
~ Kaiser Foundation Health Plan of Georgia (POS) 

N/A Yes _ GA I I **** «* 
~ Physicians Health Plan of Southwest Michigan (.HMO,_ POS) 

N/A Yes MI I I *H I 
~ Regence BlueShield (POS) 

N/A No WA * ** I I 
~ RegenceCqre (HMO) 

N/A No WA I I I - * 
~ Universal Health Care (HMO) 

N/A- Yes FL A A A A 
- The following _ plans did not . provide data or did not permit their data to 

be made public, and are not accredited by NCQA. 
Alliant Health Plans 

GA 
Athens Area Health Plan Select 

GA 
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AultCare 
OH 

Blue Choice and Blue Select 
AZ 

Blue Cross and Blue Shield of Montana 
MT 

BlueCross of Idaho 
ID 

Bluelincs HMO 
OK 

CIGNA HealthCare of Kentucky 
KY 

Carelink Health Plans 
WV 

Cariten Health Plan 
TN 

Community Health Plan 
CA 

CommunityCare HMO 
OK 

Coventry Health Care of Georgia 
GA 

Coventry Health Care of Nebraska 
NE 

DAKOTACARE 
SD 

Evergreen Health Plan 
GA 

Exclusive Healthcare 
NE . 

. Great-West Healthcare - California 
CA 

Great-West Healthcare - Colorado 
co 

Great-West Healthcare - Illinois 
IL 

Great-West Healthcare - Texas 
TX 

HMO Nevada 
NV 

Health Net Health Plan of Oregon 
OR 

Health Tradition Health Plan 
WI 

HealthSpring 
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TN 
Hometown Health Plan 

NV 
NHP Community 

MA 
PacifiCare Asia Pacific 

GU 
· Preferred Medical Plan 

FL 
. Premier Health 

KS 
QCA Health Plan 

AR 
Regence BCBS of Oregon 

OR 
Regence HealthWise 

UT 
San Francisco Health Plan 

CA 
Santa Clara Family Health Plan 

CA 
Sharp Health Plan 

CA 
Total Health Choice 

FL 
UNICARE Health· Plan of Texas 

TX 
VIVA Health 

Valley Health Plan 

Valley Health Plan 

AL 

CA 

WI 
Ventura County Health Care Plan 

CA 
_ Vista Healthplan South Florida 

FL 
WellPath Select 

NC 

Footnote: 

1 star == lowest; 5 stars==highest 
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A = data unavailable or too few members to report; I == insufficient data to 
compute category rating; R = declined to report or invalid data; P = 
accreditation pending; N/ A == not applicable 

* Health maintenance organizations (HMO) and point-of service (POS) plans 
were analyzed. In an HMO, a primary-care physician provides basic care; 
other care is delivered by a strictly defined network of specialists. Members 
pay out of pocket for care received outside the network. A POS plan is 
similar, but the plan pays some of the cost of out-of-network care. 

Note: Identical ranking indicates plans with identical scores. Otherwise, ties 
in plan scores are due to rounding. 

Source: National Committee for Quality Assurance (reporting plans); 
Healthleaders-InterStudy (nonreporting plans) 

Get 4 Free Issues of U.S. News! 
Enter your trial subs-crip.tfon to fLS. News (Ind receive 
4 risk-fre-e issues.. 

First Na.me Last Name 
---- ---- --- -·- ----- -------

Addres.s City 

S~te Zip fm.ait 

I Select ~ ! 

Click ucontlnue" t-o proceed t-o our seture server > >> 

v ad-vertisenie .. '1t 

Copyright© 2006 U.S.News &. Wor1d Report, LP. All rights reserved. 
Use of this Web site constitutes acceptance of our Terms and Conditions of Use and Privacy Policy. 

Subscribe I Text Index I Terms & Conditions I Privacy Policy I Contact U.S. News I Advertise 

htto://www.usnews.com/usnews/health/best-health-insurance/rank:inf!s/commercia1.htm 1/12/2006 



) 

.+-J •• , u IJ\LIL., (..JI, r LCA, v'<.. 

<date> 

<member name> 
<member address> 
<city, state, zip> 

Dear <member name>: 

We're contacting you because you may benefit from a unique program known as • 
BluePrint for HealtlP care support 

t:-xh, J;· I­
/ c2 J k. / 

If you live with a health condition, chances .are you 're aware of its effects daily. You may even have 
physical limitations. With fast-changing treatment options, you may have questions about your 
medication, food choices or recommended tests. The BluePrint for Health care support program can 
help. 

The BluePrint for Health care support program is designed for you 

Every person is different, with unique preferences when it comes to health. Our program helps you • 
and your doctor better manage your condition with support tailored for you. As ·a participant, you may 
receive one-on-one guidance by phone from a care support.professional, such as a nurse or dietitian, 

_ educational materials or reminders by mail. The goal: to help you feel better about your health every 
day. 

The Blt.iePrint for Health care support_ program is confidential 

Please know that your personal information is protected and is not released to any unauthorized entity. 
Your care support team must keep your information confidential and may not use it for any reason 
other than this program. Your decision to participate or not participate will be kept confidential and 
does not affect your health benefits, your premiums or how your claims are paid. • 

The BluePrint for Health care support program is voluntary 

This program is offered as part of your health plan at no cost to you. We believe you '11 find great 
value and comfort from it. We will begin the process for your participation by sharing your 
information with our program administrator, American Healthways. Then, in the next few weeks, you 
will receive more information about how the program ca·n address your unique health needs. 

If you would like more information about this program, please call I-888-264-1744. 

(continued) 

BCBSM 120735 



If you choose not to participate, check the box below and return the form to us in the enclosed 
postage-paid envelope within the next 14 days to be removed from this program. Please note you 
need to return the form below only if you do not want to participate. 

We look forward to supporting you and your doctor for better health! 

Sincerely, 

Bill Gold, M.D. 
Chief Medical Director 

Return this letter to let us know you do not want to participate in the BluePrint for 
Health care support program 

[ ] No, thank ymL I do not want to participate in the BluePrint for Health care support program. 

Signed ---------------------

Member Identification Number 
-----,,-----------

(As found on the front of your health plan card) 

Date of Birth ------------------

. If we do not receive your response within 14 days you may receive additional prognim materials, but 
please know that we wili honor your request when we receive your response. Please note that we 
may contact you in the future about additional programs that may fit your changing health needs. 

If you decide you would like to participate in the BluePrint for Health care support program in the 
future, please call your customer service representative. 

scssM 120736 
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are longer than usual for AMHC and Blue -Cross, reflecting a strategic 
perspective and mutual commitment by both parties to the success of this 
initiative. 

3. Timeframe 

August 24: 
October 1: 

January 1: 
March 1: 

June 1: 
July 1: 
July-December: 

January-December: 

2001 

Sign non-binding LOI 
Sign ten year contract 

2002 

Deploy phase one diseases 
Deploy AMHC's predictive modeling services and My 
Healthways web offering to entire Blue Cross membership 
(optional) 
Deploy phase two diseases (ten initially). 

Continue deployment of phase two diseases 
Open dedicated local call center (timing dependent on 
growth in patient volume) 
Design new development programs 

2003 

January-December: Deploy new development programs 

4. Open Issues 

a) Privacy 
IHPP A guidelines do not appear to raise privacy concerns . for this program. 
Ho.wever, Minnesota privacy statutes are stricter and raise challenges for the 
µntial DM program enrollment process. We_ need a written statement reflecting 
o'iir planned approach as we expand disease management capabilities. 

b) NCQA 
NCQA requires that we deploy heart disease and diabetes OM programs to all 
Blue Plus members including self insureds. We need to estimate the cost to fund 
Blue Plus self insureds until a time when the program can be offered to these 
accounts for an additional fee. 

c) Medicare Supplement 
To date ~e have not offered DM programs to the Med Supp population. We 
have asked AMHC to develop a business model so that we • can consider 

6 

C O N. F I D E N T I il\ . L 
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Purchaser Questions 

58. Would it be possible for a group to pilot the program using only one disease 
category as the target disease at first? 

This program was designed to achieve the highest attainable level of patient success combined 
with overall cost savings. The realfty is that the most needy patients are the ones with multiple 
chronic diseases which this program has been designed to address. Without the hierarchy and 
coverage for the multiple diseases, the business model that drives the success of this program 
will not work. The program is not available on a separate disease basis. 

59. What if an ASO group prefers an "opt in" model rather than an "opt out" 
model? 

Our financial and business relationship with American Healthways is again based on an opt out 
model. The opt out model allows us to get over 95% of the population engaged in the prograf'(l . 
. Where a typical enrollment model (opt in) will only attract 30% of the population, which is the 
"worried well." ·The worried well are typically not the drivers of the majority of the health .care 
costs. Therefore, and opt-out model allows us to engage and impact the majority of the 
population which results in lower health costs. 

Currently, we ha"'.e le-ss than 2% who have opted out of the program. Our contract with American 
Healthways was built around this model and we are contractually bound to pay American 
Healthways when the introductory letter is mailed to the member. The program is also 
multifaceted and individuals are getting things in the mail, through the internet and through 
telephone conversations which incur labor and resource costs. Therefore, we are unable to be 
flexible with groups on this particular issue. We strongly believe in the beneficial aspects of the 
opt out model and this is part of how the process was structured. 

60. Do participants "graduate" out of the program when they become low risk? 
(Does an ~mployer continue to pay for the participant when the conditic;>n improves?) 

Most member participants do not "graduate" out of the BluePrint for Health care support program. 
Instead, the program's interventions and intensity are matched to each individual's needs and risk 
level. Risk level is fluid and changes frequently, at times without warning. It is very important to 
keep low risk members their healthiest and to offer support, education and self-management skill 
development. 

Among the conditions in the core and extended bundles a few protocols include .,graduation., or 
program completion if certain clinical and lifestyle factors are main_tained over a significant period 
of time (e.g. 18 months). These conditions include: asthma, acid-related disorders, pressure 
ulcers, fibromylagia, irritable bowel, low back pain, urinary incontinence and osteoporosis~ 

61. How does an·identified member opt out of the c~re support program? 
During the engagement process, the eligible member is contacted by mail and telephone to 

. confirm their participation. At this time, the member may decline the program. (This type Df 
engagement model results in participation rates of over 90% compared to 30% for less proactive 
approaches). 

Once in the program, a participant may "opt outn or quit the program by notifying the care support 
nurse~ Only the participant ora family member (given permission to speak on behalf of the 
participant), can provide an opt out request. 

Last Update: 02/07/03 13 

BCBSM 119987 



100. What if a -doctor recommends something outside or different from the 
BluePrint for Health care support program recommendations? 

Blue Cross will work with your doctor to ensure the best care possible. Participants should 
continue to follow and seek the advice of their physician. 

Provider reports/interventions - define 

Reporting 

101. What types of reports will be available? 
Blue Cross and American Healthways will create the following types of reports: 

1) Clinical Process/Outcomes - examples include compliance with standards of care 
per disease, heart attack rates, quality of life. 

2) Satisfaction - random samples on an annual basis of providers and participants -
across all groups. 

3) • Utilization - examples include ER and hospital admissions per 1,000. 
4) Financial - includes claims savings and ROI. 
5) Participation/activity 

102. • When are reports available? 
Most of these reports require a claims run out period after year-end of six months. (Plan year 
reporting) . _ By the first quarter of 2003, we should have the information necessary to generate · 
reports for the Blue Cross plan-wide reporting • 

103. Are there any mock ups of reports available now? 
Yes. There are some sample reports available on the BluePrint for Health at Work Lotus Notes 
·database. These are samples of what a client's annual report may look like. The Account 
Reporting team is responsible for the development and implementation of reports. 

104. · What types of reports will be available to fully insured groups? 
All Blue Cross fullyinsured groups will be able to review the-data analysis acrossthe entire plan. 
(More information on this to come.) In addition, we are beginning to evaluate participation reports 
for fully insured groups with 51+ contracts so that they can-see the activity among their members 
in the program. More detail on timelines and development of these reports is available via your 
leadership. 

105. What types of reports will be available to self-funded groups? 
Self-funded groups will receive group-specific monthly activity reports -regardless of group size. 
Groups with 4,500 contracts or more are eligible to receive all outcome reports (plan- year) on a 
group specific level. 

106. Will AccordantCare purchasers recei_ve reports? 
No. At this time there are no plans to produce or offer reports for this program. The participation 
rate is so low that report value and confidentiality become an issue. 

107. Is there a report available that categorizes a group·s program members into 
the various straUseverity levels (1, 2, 3, or 4)? 

Our current reporting does not stratify by risk level because this information would most likely be 
misleading and inconclusive. A member's strat level is very dynamic and can change multiple 
times over a quarter. As a result, American Healthways does not produce reports on this field. 
Currentreports focus on results and outcomes of the program, not the process by which we 
match interventions to needs 

Last Update: 02/07 /03 22 
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. Empathetic Care Mar1ctgers And Best In Breed Techrr61ogies 

The AMHC Outcomes lmprov~ment Metaphor 
"Mother T_heresa In A Nursing ·uniform At The_ NASA Control/ Center" 

AMHC Believes That An Effective Outcomes Improvement Platform Needs To Be 
Built On A Three Part Foundation 

- Empathy (Mother Theresa) 

- Clinical excellence (An outbound phone and field nurse-_based platform) 

- The best in breed technologies to find, stratify, plan and intervene most effectively with pre- and post event 
health condition members 
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• Blue Cross Blue Shield Of Minnesota 

Advertising • 

January 1, 2001 to De~e:mber 31, 2001 . 
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Summary of 2001 Advertising by Account 

Advertising 

Sales Promotions 

Community Affairs 

Media and Public Relations 

. Marketing Communications and Health Improvement 

Internal Communications 

Corporate Board BookT otal 

Page2 

2,866.256 

1,022,176 

845,670 

562,184 

447,378 

382,262 

6,125,926 
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Summary of 2001 Advertising Work Effort 
By Vendor 

Vendor Name Total Dollars 

CARMICHAEL LYNCH ADVERTISING 

BOZELL. KAMSTRA • • 

HIMLE HORNER INC 

Promotional trinkets from various vendors including James & Co and 
Laser Graphics 

KAE MAYER. 

BLUE CROSS BLUE SHIELD FNDTN 

KATHERJNE GALLIGAN OBA 

.GOFF & HOWARD INC 
· •o- -

MIGHlY MEDIA. INC 

TMP WORLDWIDE 
NATIONAL PATIENT SAFE1Y FOUNDATION 

.ALANE .MARKHAM DESIGN 

MCKESSON HEAL TH SOLUTIONS 

MINNESOTA COUNCIL OF HEALTH PLANS 

.=NDORS UNDER $40,000 

Total 

Page 3 · 

1,817,868 . 

1,579,635 

463,360 

199,145 

179,200 

119,190 

98,105 

95,075 

70,000 

53,142 

50,000 

49,406 

47,925 

40,123 

1,263,753 

6,125,926 

BCBSM77855 



Summary of 2001 Advertising Work Effort 
1y Vendor 

Scope of Services 

CARMICHAEL LYNCH ADVERTISING 

Categorization & Pr-oject Name Expense Total 
Brief description of vendor services offered. 2-3 

sentences 

Core and Support 
Blue Print for Health 

Advertising 
Project 
Total 

BOZELL KAMSTRA 

Categorization & Project Name 

Core and Support 
• Blue Print for Health 

Advertising . 
Total 

· HIMLE HORNER INC 

Categorization & Project Name 

Core and Support 

25.000 BluePrint for Health onlioe 
2002 corporate. product and affiliate advertising 

1,792,868 campaigns 
0 

1.,817,868 

Expense Total 
Brief description of vendor services offered. 2-3 

sentences 

4,240 BluePrint for Health online 
2001 corporate, product and affiliate advertising 

1,57~.396 campaigns 
1,579Ji35 

Expense Total 
Brief description of vendor services offerod. 2-3 

sentences 

Behavior ·Health ns Behavioral Health media issues 
...,.Med..:.=-::..;..ia=-:..and...;.:_ . .;..P_ub_l_ic_R_elatio_· _· _ns ________________ 462_..,_;586 __ • External Pubfic Relations consultant 
Total 463,360 

·Page 4 
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~ummary of 2001 Advertising Work Effort 

"3yVendor 

Scope of Services 

Categorization & Project Name 

Core and Support 

Healthy Start 

Fitness Fever 

VENDORS UNDER $40.000 

First Help 

Promotional trinkets from various vendors 
including James & Co and Laser Graphics 

KAE MAYER 

BLUE CROSS BLUE SHIELD FOUNDATION 

~ THERINE GALLIGAN OBA 

GOFF & HOWARD INC 

MIGHTY MEDIA. INC 

TMP WORLDWIDE 

NATIONAL PATIENT SAFETY FOUNDATIOf' 

ALAN E MARKHAM DESIGN 

MCKESSON HEAL TH SOLUTIONS 

MINNESOTA COUNCIL OF HEAL TH PLANS 

BLUE CROSS BLUE SHIB.D ASSOCIATION 

Pages 

Brief description of vendor services offered_ 2-J 
Expense Total &entences 

199.HS 

$SO gift certificate for new member enro8ment - car 
seat for government program membership for 

179.200 Healthy Start Program 

119. 190 Corproate Otympic sponsorship 

98.105 

Ex1emal market research; seryices not available in 
house_ 

95.075 External Public ·Rdations consultant 

70.000 Fitness Feve< Website devek>pment & design 
Cost of putting the propli~ name and logo of 
BCBSMN in national yelow pages_ . AJso handle 

53.142 cooperative ads with oour agents_ 

50.000 Cofporate sponsorship 

49.406 Design consultant for ove'1\ow of wonc 
47_925 First Hclp promofiooal brochures sent to members 

40.123 Sponsor'ship of MN Cough& Cold Kits 

12.614 • Corporate Ofympic sponsorship 
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Blue Cross Blue Shield Of Minnesota 

Advertising 

. . 

January 1, 2002 to December 31, 2002 
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Summary of 2002 Advertising Expense by Account 

Advertising 

_ Marketing Communications and Health Improvement 

Comm unity Affairs 

Sales Promotions 

Media and Public Relations 

Internal Communications 

National Advertising 

_ Corporate Board Book Total 

$3,242.193 

$934,879 

$635,105 . 

$603,789 

$581,443 

$100,405 

$70 

$6,097,884 

BCBSM 77859 



Summary of 2002 Advertising Work Effort 
By Vendor 

Vendor Naine 
CARMICHAEL LYNCH ADVERTISING 
KAEMAYER 
BOLGER PUBLICATIONS 
HIMLE HORNER INC 
Promotional trinkets from various vendors including James & Co and 
Laser Graphics 
BLUE CROSS BLUE SHIELD FNDTN 
NATIONAL INSTITUTE OF HEAL TH POLICY 
PINNACLE VIDEO PRODUCTIONS INC 
GOFF & HOWARD INC 
SNG RESEARCH CORPORATION 
KATHERINE GALLIGAN 
GEOACCESS, INC. 
MINNESOTA COUNCIL OF HEALTH PLANS 
B.LUE CROSS BLUE SHIELD ASSOCIATION 
MALL OF AMERICA 

VENDORS UNDER $40,000 

Total 

Page3 

Total Dollars 
2,872,056 

321,300 
234,930 
212,433 

205.631 
155,677 
100,000 
92-,869 
88,690 
84.-900 
72,179 
69,255 
54,783. 
47,335 
40,000 

4,652,038 . 

1,445,845 

$6~097,884 

BCBSM 77860 



Summary of 2002 Advertising Work Effort 
3y Vendor 

Scope ofServices 
Core and Support 

CARMICHAEL LYNCH ADVERTISING 

Categorization & Project Name Expense Total 
Brief description of vendor services offered. 2-3 

sentences 

14,245 Blue Print for Health_ on line 
- 2002 COfP?rate. product and ~ffiliate advertising 

------------'-------2..-"-8_5_7...;...~_l_· o_· ·campriig~s -- • 
Total 2,872,056 

• KAEMAYER 

• Categorization & Proj~t Name Expense Total 
Brief description of vendor services offered. 2~ 

sentences 

$50 gift certificate for new me.inber enrollment - car 
seat for government program membership Healthy 

_H_e_a_,lth_· -'-y ___ S_t_a_rt_P_~_og ___ r_a_m ________ 3_2_1..;..,3_0_0_ Start Program -
Total • 321,300 

Page4 
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Summary of 2002 Advertising Work Effort 
By Vendor 

Scope of Services 

Categorization & Project Name 

Core and Support 

BOLGER PUBLICATIONS 

HIMLE HORNER INC 

Prom9tiomil trinkets from various vendors 
iriduding James & Co and laser Graphics 

BLUE CROSS BLUE SHIELD FNDTN 

NATIONAL INSTITUTE OF HEAL TH POLICY 

PINNACLE VIDEO PRODUCTIONS INC 

: GOFF & HOWARD INC 

SNG RESEARCH CORPORATION 

KA THERINE GALLIGAN-OBA 

GEOACCESS, INC_ 

BLUE CROSS BLUE SHIELD ASSOCfA TION 

MALL OF AMERICA 

MINNESOTACOUNCIL OF HEAL TH PLANS 

MINNESOTA COUNCIL OF HEAL TH PLANS 

• AlAN E MARKHAM DESl{,N 

Expense Total 
Brief description of vendor services offered. 2-3 

sentences 

PageS 

Health Journal design and printing. Also overflow of 
234,930 production d~ign. 

212,433 External Public Relations consultant 

205,631 

155,677 Corporate Olympics sponsorship . 

100,000 Corporate sponsorship/ partnership -
Video development- outside resource. not available in-

92,869 house 

88,690 External Public Relations consultant 

84,900 External market research; not available in house. 

72.179 External market research; not available in house. 

69,255 Web development & provider data 

47,335 Corporate Olympics sponsorship _ 

40,000 

Lease space for_: Medicare Booth as coprorate. 
sponsorship 

40;000 Sponsorship of MN Cough & Cold Kits 
health plans to gather information . from various charts 

. 14,783 at various dinics through out the state to improve 

8. 158 Oe~ign ronsultant fO( overflow of work 
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Olympic Special Assessment Billing 

Date Inv.# 

11/12/1999 205542 
4/14/2000 208387 

6/8/2000 209359 
10/19/2000 211503 

1/1/2000 
4/1/2000 
7/1/2000 

10/1/2000 - '·· .-- 4- · -

Total Year 2000 

1/1/2001 
4/1/2001 
7/1/2001 

8/17/2001 
10/1/2001 

Total Year 2001 

1/1/2002 
4/1/2002 
7/1/2002 

10/1/2002 
Total Year 2002 

1/1/2002 
Total Year 2003 

1/1/2002 
Total Year 2003 

BCBS Association 
Amount 

Year 2000 
$ 10,042.00 Jan.- Mar. 
$ 10,041.00 April-June 
$ 10,041.00 July-Sept 
$ 10,041 .00 _____ Oct-Dec 

$ 40,165.00 
$ 1,646.00 Jan.- Mar. 
$ 21,543.00. April-June 
$ 21,543.00 July-Sept 
$ 21,521 .66 _____ Oct-Dec 

$ 66,253.66 

$ 106,418.66 

Year 2001 
$ 23,097.50 Jan. - Mar. 
$ 23,097.50 Apr. - June 
$ 23,097.50 July - Sept. 
$ 19,897.00 Jan - Mar 00 
$ 3,200.50 _____ Oct-Dec. 

$ 92,390.00 

Year2002 
$ 23,667.25 Jan. - Mar. 
$ 23,667.25 Apr. - June 
$ 23,667.25 July - Sept 
$ 23,667.25 • Oct. - Dec. 

-----
$ 94,669.00 

Year 2003 • 
$108,342.00 -----

$108,342.00 

Year 2004 
$132,331 .00 -----

$132,331 .00 

Marketing Communication Special Assessments 
Marketing Communication Special Assessments 
Marketing Communication Special Assessments 
Marketing Communication Special _Assessments 

BCBSM 116518 



Blue c·ross Blue Shield Of Minnesota 

Advertising • 

January f, 2003 to December 31, 2003 

BCBSM- 022192 



Advertising 
2003 

Content 
SUMMARY OF ADVERTISING WORK EFFORT BY ACCOUNT 
SUMMARY OF 2003 ADVERTISING WORK EFFORT BY VENDOR BY DIVISION 
ADVERTISING VENDORS OVER $250,000 

CARMICHAEL LYNCH ADVERTISING 
BOLGER PUBLICATIONS 
Promotional Materials 
GIFT CERTIFICATE CENTER 

ADVERTISING VENDORS UNDER $250,000 

Page Number 
3 

4 

5 
5 
5 
5 
6 
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Summary of Advertising Work Effort 
By Account 

Advertising 
Sales Promotions 
Community Affairs 
Internal Communications 
Marketing Communications and Health Improvement 
Media and Public Relations 
National Advertising 

Total · 

2001 

s 2,866.256 
1,022,176 

845,670 
382,262 
447,378 
562,184 

$ 6,125,926 

Page3 

2002 

$ 3.242,193 
603.769 
635.105 
100,405 
934.879 
581,443 

70 

$ 6,097,884 $ 

2003 

$2,919,860 
1.054,138 

583,173 
555,005 
466.487 
392,632 

5,971,295 

BCBSM- 022194 
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Summary of 2003 Advertising Work Effort 
By Vendor By Division 

Vendor Name • 
CARMICHAEL LYNCH ADVERTISING 

BOLGER PUBLICATIONS 

PROMOTIONAL MARKETING 
(Various vendors) 

GIFT CERTIFICATE CENTER 

BUSINESS INCENTIVES 

BLUE CROSS BLUE SHIELD ASSOCIATION 
FOUNDATION ON HEALTH CARE 

HIMLE HORNER INC 

:=MAYER 

BOOM ISLAND INC 

GOFF & HOWARD INC 

TMP WORLDWIDE 

LEE PETERSON BAKER 

AMY PAK INC 

KA THERINE GALLIGAN DBA 

Totai 

Vendors under $40,000 
Grand Total 

Division 
Sales & Marketing - CMO 

Sales & Marketing - CMO 

Atrium 
ccs 
CDMI 
Finance Administration {CFO) 
Health Management 
Human Resources & Facllltes Management 
MIi 
Network Mgmt & Business Development 
Operations 
Sales & Marketing - CMO 

CDMI 

Operations 
Sales & Marketing - CMO 

Sales & Marketing - CMO 

Sales & Marketing - CMO 

CDMI 

Sales & MarkeHng - CMO 

Sales & Marketing - CMO 

Sales & Marketing - CMO 

Sales & Marketing - CMO 

Network Mgmt and Business Development 
Sales & Marketing - CMO 

Sales & Marketing - CMO 

Page4 

Dollars 
2,903.380 

Total 
Dollars 

------
2,903.380 

478.398 ------

6.221 
10.174 

29 
3 

205 
587 

2,412 
813 
258 

478.398 

447.905 ------
468.607 

360.122 ------

59,000 
100.000 

132.331 

360. 122 

------
159.000 

------
132.331 

91,641 ------
91.641 

90,558 ------
90,558 

79.379 
----7-9-.3-7-9.....,.._ 

72,046 ------
72,046 

51,305 ------
51,305 

49,328 ------
49,326 

10,125 

38,105 ------
48,230 

42,679 ------
42,679 

5,027,004 

944,291 
5,971,2~5 
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mmary of 2003 Advertising Work Effort 
By Vendor 

Scope of Services 
Core and Support 

CARMICHAEL LYNCH ADVERTISING 

Categorization & Project Name . Expense Total 
Brief description of vendor services offered. 2-3 

sentences 

• Media buy (TV). radio, print. billboards. ett... for our corporate 
2,903,380 brand campaign, product and affiliate advertising_ 

-=T,-o.,....ta-e--l ------------2-,-90-3-,3-8_0_ 

BOLGER PUBLICATIONS 

Brief description of vendor services offered. 2-3 
Categorization & Project Name Expense Total sentences 

.,,,H=-e_a_l""""th_· _J_o_u_m_a_l ________________ 4_7_8 __ ,3_9_8_Health Journal design and printing. 

Total · 478,398 

Promotional Trinkets 

Categorization & Project Name Expense Total 
Brief description of vendor services offered. 2-3 

sentences • 

Promotional trinkets from various vendors induding MacKenzie 
Marketing, Ja.mes Goup, Laser Graphics, and Creative 

-==T.,...o..,..ta--,l,----------------4_6_.8....;- ._6_0..;...._7 Promotions. 
-468,607 

GIFT CERT/FICA TE CENTER 

Brief description of vendor services offered. 2-3 

C_ategorization & Project Name Expense Total sentences 

-==H==-e,_,,a_l.,...th .... Y'---S_ta_rt_P_r_og~ra_m ___ -'-______ 3_6_0-'-, 1_22~Heallhy Start participation gift rewards~ 

Total 360,122 

Pages 
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1mmary of 2003 Advertising Work Effort 
oy Vendor 

Scope of Services 

Brief description of vendor services offered. 2-3 
Categorization.& Project Name 

Core and Support 

Bl 

BLUE CROSS BLUE SHIELD ASSOCIATION 
FOUNDATION ON HEAL TH CARE 

Expense Total • ·sentences • 

Consultants to help rework/improve system letters 
159,000 sent to members. 

132,331 2004 U.S. Olympic Team Sponsorship. 

Media, public relations. and public affairs issues 
HIMLE HORNER INC 91,641 managemenl 

• KAE MA YER 90,558 Healthy Start participation grft rewards. 

·, 

Outside design firm to help us out when our resources 
BOOM ISLAND INC 79,379 ·in-house are maxed and project workload is high. 

GOFF & HOWARD INC 72,046 Writing/design for Citizen Blue {grassroots) program. 

TMP WORLDWIDE 51,305 Advertising job search. 

Managed corporate community affairs programs like 
LEE PETERSON BAKER 49,328 Fitness Fever, Champions of Health, etc . • 

AMY PAK INC . 38,105 Communications account management· and writing. 
Pro(essional fees related to Strategic Positioning 

_________________ ___. ____ 10-',_1_25_Project and Medical Device White Paper. · 
subtotal 48,230 . 

KA THERINE GALLIGAN OBA 42,679 Consumer Opinion Survey. 2 full studies this year. 

Page 6 BCBSM- 022197 



Implementing Health Improvement 
at Blue Cross Blue Shield 

The Health . Management Division is beginning phase two of Health Improvement 
Implementation. Special challenges of phase two i·mplementation are-. truly 
working as a team, turn.ing ideas into reality. and securing commitment of 
employees. Faith Ralston can assists Blue Cross/Blue Shield in addressing 
these challenges in two areas: 

I. STEERING COMMITTEE EFFECTIVENESS 
1. Help the Steerin~{Team work effectively together ·. 
2. Ensure progress is made in team meetings. 
3. Facilitate resolution of issues among team members 
4. Teach new concepts and skills to help group implement Health Improvement. 

II. LEADERSHIP IMPLEMENTATION SKILLS 
1. Build new leadership competencies in implementing change and managing 

people. 
2. Coach initiative leaders 
3. Coach leaders who want to develop skills in implementing change and 

managing pe_ople. 
4. Serve as resource to Bill, Davis, and Celia to address issues between and 

among leaders that impact team's effectiveness. 

I. STEERING COMMITTEE EFFECTIVENESS 

Consultant Activities • 
• Observe meetings and recommend specific processes and behaviors to 

improve group effectiveness. 
• Serve as a resource to Bill, Davis, and Celia to address specific·concerns 

among and between team members impeding group and initiative progress. 
• Lead six group learning experience in the next nine months to build team 

effectiveness, develop change management and people stmtegy skills. A 
total of nine sessions are .recommended. Three are lead by Davis . . working 
sessions will be adaptf::d to respond to the needs of the group. 

SUGGESTED TOP-ICS ARE: 
Meeting Management 

SESSION I: MEETING MANAGEMENT SKILLS (Davis leads) 
• Types of meetings - Davis 
• Basics of a good meeting - . Davis 
• Skills for being a good meeting participant 
• Recognize victim mindset or winner mindset 
• Commit to winner mindset behaviors 

BCBSM 80049 



SESSION II: ENGAGING IN HEAL THY DIALOGUE (Faith leads) 
• Learn constructive ways to have controversial conversations 
• Clarify role you are playing on team · 
• Identify ways to contribute your best talent to the team 
• Complete CARE instrument. 
• Use each other's talents as a resource. 
• Adapt to others' style to improve team effectiveness. 

Note: Faith is can be called in as a process observer to help the team develop 
skills needed for effective meetings_ 

Team Effectiveness 
SESSION Ill : CONFLICT RESOLUTION (Faith Leads) 

• Le~rn various causes of conflicts and how to prevent. 
• Practice asking questions rather than take positions. 
• Learn -how to resolve differences and build trust. 
• Learn 6 elements of trust 
• Learn to reestablish trust once it is broken. 
• Practice use of conflict resolution skills on conflict-laden issue. 
• - Plan and take actions to resolve a real issue. 

SESSION IV: WHAT TO DO WHEN THINGS AREN'T TURNING OUT THE WAY 
YOU'D LIKE. (Davis leads) 

• What can you do when things aren't working how you want them to work? 
• Learn reality model 
• Use reality model on real issues 
• Understand belief windows and be able to challenge beliefs 
• Apply reality model to real life situations: identify beliefs and new actions 

possible. 

Influencing Others 
SE$SION V: COMMUNICATION SKILLS (Faith Leads) 

• Learn skills to gain buy-in for change 
• Create a compelling story- communicate the need for change. · 
• Actively engage employees in discussions of options and issues. 
• Learn how to surface and address concerns 
• Ask for specific commitments and actions 

SESSION VI: '=-EAD_E~~fjlP STYLES (Davis leads) 
• . Learn how you process information and make decfs1oiis 
• Appreciate differences in how you process versus others process 
• Learn to adapt to others styles 
• Learn to work in a way that optimizes your unique style 

BCBSM 80050 



SESSION VII: COMMUNICATION SKILLS (Faith Leads) 
• Learn influence skills • 
• Learning when and how to listen in six different ways 
• Learn how to advocate effectively for what is needed 
• Learn to engage employees. physicians in the solution_ 

Implementing Change 
SESSION VIII: IMPLEMENT ORGANIZATIONAL CHANGE EFFECTIVELY ( 1 DAY) FAITH and 2 
others lead 

• Learn how to work effectively up, down _and across organizational 
boundaries. 

• Understand needs and issues at different levels. _ 
-• Learn ways to influence and work more effectively with others. 
• Design organization communication strategies · 
• Develop empathy and appreciation for dilemmas at each level. 

SESSION IX: DEALING WITH ROADBLOCKS AND POLITICS (FAITH LEADS) 
• Learn strategies to work effectively with organization politics_ 
• Identify roadblocks to implementation 
• Learn strategies to address roadblocks 
• - Apply to real-life situations and develop action strategies 

Note: This is a high impact, one-day learning experience; 35 - 50 leaders are 
involved from all levels of the organization. (See attached description) 

II. LEADERSHIP IMPLEMENTATION SKILLS 
• Provide Leadership Expansion coaching to Initiative Team leaders. 

• Help Initiative Team Leaders develop people-focused strategy to implement 
change effectively. 

• As requested, provide Leadership Expansion coaching to_other Steering 
Committee members who want to develop strategic people management 
skills at this time in their career_ (Availability of coaching for other than 
Initiative Leaders is based on interest and recommendation from Bill.) 

1. Leadership Expansion Coaching 
The Leadership Expansion Program is available for those Who want to commit to 
an in-depth leadership development experience. Leadership Expansion Program 
is for leaders who desire new skills and perspectives on how to lead change and 
manage people. This is the program for leaders of significant change or 

. initi_atives that want to expand their leadership capabilities. 

BCBSM 80051 



Requirements: 
Lead~rs in this program will: 

• . Identify specific business results desired. 
• Identify spedfic leadership goals. 
• Meet monthly for 2 hours with consultant. 
• Commit 1 hour a week to reading, practice and reflection. 
• Receive feedback and-confront difficult. issues. 
• Practice new behaviors outside of '"comfort zone." 

Commitment: 
• 6 months 

2. "Just in Time" coaching as requested by individuals on the 
Management Steering_ Committee who want: 
• an outside· perspective. 
• confidential discussion of concerns. 
• new ways to approach issues. 
• use DiSC for team building with their team. 
• feedback on approa_ch. 

Commitment: 
• 1 - 2 hour working sessions 

3. Serve as resource to Bill, Davis, and _Celia to address issues between 
and among leaders that impact team's effectiveness. 

Commitment: 
• Varies based on request. 

Consultant Time 
I. Consultant time wi!I be billed at $2,500 per day and/or $350 per $15,000 
hour. 

• Involvement in Steering Committee Effectiveness 

• Half day a month for 5 months for Team Working Sessiof!S . 
. . - - · -

• One-day workshop (2 facilitators and-1 coordinator) . 
• Planning and development to respond to specific needs of 

group. 
$15,000-

II. Involvement in Leadership Coaching 30,000 

BCBSM 80052 



Return on lnvesbnent • 

Management Division Team members: 
• are working effectively together. . 
• are effectively leading Health Improvement throughout the Division. 
• have greater skills in managing people and leading change effectively. 
• successfully address and resolve issues that impede progress. 

Throughout the division there is commitment to Health Improvement and a spirit 
of.tnist, teamwork and collaboration. 

BCBSM 80053 
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•o be perfor~? complete a three phased appro,,ch to enhance comprehension, reinforce BCBS brand promise and eslabttsh 
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·vendor? 
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: standards for luture communicatiom, The three phases are assessment, solution design. and implementation, 
• : Through this projec;t. Bl will complete the following: Assess existing letters for readability, clarity and reinf1;>rcement fo 
: br atid positioning ~ tonality and ensure Intent of busheu unit 1$ communicated. Segment letters into • 
. 'Communication tracks' to aueu cumul.ative impact from parlicip.ants' view, Review best practices in other f 
• industrie$ faced with communicating complex information. Develop 'enhanced communications• solutior\ Dr!lt 
.temple letlers, and conduct workshop for BCBS author:, 
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:~ : Business Justification 

C94Aih.ii!A&J.&JJ1J.t .. tiiMMMtW 

Jsk( . Bac~Qround : (provide information : Letters currently unt to members and providers are often confusing 
; ~ leading to th!$ request) • and do not convey a tone of trust that 8C88 would like to build with 
. ~~ • •members. The project will evaluate and rewrite approximately 30 
::~ .. , letters. In addition. training materials will be developed Which will 
i;~ - _increase the letter clerit,i and improve the tone of letters being written 
:·1~~ • in the future, Ultimately, this will build a better sense of trust between 
;:~~ BCBS an.d me,mbers and will decrease the volume of phone calls to 
:~ .customer serY1ce. 
Hi;.it1~;;;! :: No all letters will be evaluated as part of this effort. This is a pilot that 
,;!!:!»~",.;: '. ill look at approximately 30 letters. • 

'.11•, , 

, (Include any supportin0 documents as attachments) . • 

rtheiAi~~;;;--·--------..................... -__,l~tters could remain a~owever, members ha~iven feedback that they are Yery 
. . • , . unclear. 

• . (Include any supporting documents as attachments) 
• '16-ltematiYe Vendors: l None 

(Include any supporting documents as attachments) 
'Juuei/Risks: (identify any issues or potential risks, • The lehe-ri and processfor writting letters wiU-not be improved and members will continue 
:end state what wfll happen ii this request'is not • : lo recleve information in a manner which confuses them. This increases the call volume , 
approved) • into the service center. '. •. 

·~: ' ' (Include any supporting doc1.1ments as attachments) '.. 
. 1i~ i · 1!dentily MRestones: (O,eadli11es) ; The overall objective of the projeet Is to Improve 1/,/f'Jtten communication from : ::· 

;~ : : • , BCBS to membm. S~ecific~lly, 81 will complete a thr~e phased ap~roach to 
;:~ . . . enhance compreheniron, rernforce 8C88 brand promru and establish • 
i')i~. ; : standards for future eommunicationt, The three phases are asse.ument. 
:~ . . •• :solution design, and Implementation, Through this project. Bl will complete the ;., 
l. • Jollowln_g: Aueu exlstin.g letter$ for readability, clarity and reinforcement fo ·.( 

1
~ • ;brand positioning & tonality and ensure intent of business unit is 

• ~~.·:·!:;1:!:;_ •.communieated, Segment letters into 'Communication tracks' to assess 11 • 

fr!.~ · cumulative Impact from participants' ·view, Review best practices in other .. 

,. ,: 

. ~ . ·' . 

:. , .. • 

·,a 

·.~ · 

'.:~~li_'::,l. 

~~~~~ 

l~ 
:t~ 
·:~?,,ti 

• . ) i·~,·:~ 

,, . 
~_:t~i{f'. • . ::induttr\~s faced with eommunicating complex Information, Develop 'enhanced :;. 
'.~ '. : eommunleations' solution, Draft sample letters, and conduet workshop for , • ;-, ,. 
'.~ 1 '. BCBS authors. . • . ' • . ~ii 
!,~ • ; (Include any supporting do~uments as at~achm!~. . . • ............ : 1; :;:}· 
::~:x:::: J'l=uture Costs: · . none . . • ; . :~>: 
:~!\ /{(~: • (Include any supporting documents a$ attachmentt) I ,'.i.\ 

:\~~'Ji't~i: , ... ,;. ·•-~~ , ·,: ·;;-,,.... . , ;,.:, . ::, l::·;: 1, .. •· ·, :" "a', : , •• : ,:. · · ••• • : , ;,,.:, •·· • _ ;. • ,,:· •• , '·.. ::,•,,· • • ... '' • , ·: ~;:):;;_:'i;;:;:i'.:::/;-::: >';;,:•:'.·,:;;,:~::~:,;0:ii-./;\;'.:i,•:· .,'.> ·:: ,.,,:;/,: .. ~ 

,''.!~t,~Vi.~1.;.~~~~~i~~:~n~!0~'.'.~~~~~?.~~~~~~T~:1,~~~-~:~~r.:E:1:~-~!;m1~!~'-:~~~r?~~!:~~~~:1:!~?r~!~~~~~F:1:'.¥!:!~~r~fT1~!!.!~~,~~~~i'.~~~:i.:;~~),::;,:~!,~i~~5;;~Ii~2;~t~~,~~~~'.::~;-~:L~~~::v~:11 
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~ - U . .-·t·o ~ t3"-. CJM, 
(~ : a...ul OCUment .liiaiil ~ ~wnmu, 
l~j: .,...,,,..______ Vendor Due Diligence 
~·~ .,: . Complete for all r~;n;ons. Any II Yet" retPO".'t.e.nequire additional documentation and approval before a 
\~ contract or wnlten agreement can be initiated. 
;;_;r.¥i;!- r , y r. N . ls vendor/consultant en independent contractor or sole proprietor:hip? If yes, you must o~t~n approval to 
'.: ~ · • e; • 

0 use this vendor/consultant from Human Resources. A copy of the approval must be submitted to 
:i'.:,;a-;i;_:,: • purchasing w~h the contract/written agreement. 
;~ r,. r. · Is vendor/con~ultant a form.er ~'!1ployee ol BC8S~1 or it's affiliate$? . 
/:•:.'.:;'i Yes No If yes, the date of termination of employment must be at least 90 day, prev1oui. 
:~ Term Date: 
b,;;.',.:W:: r. y (.', N Will the ,mignrryent extend beyond si~ months? If yes, submit written justification to purchasing with 
::';/1\ ~; • • es • 0 

, the contract/wntten !Qreement. · 
·:. • l ,,, r:•r · ' ~~•• Ii r , y r.: N , I• vend0< /conwllonl ,relative or,pou,e ol • B CBS I, employee 1 
: :~,i;\h es • 0 If yes, document the name of the employee: 
i '. ~J, • • You muct verify that the vendor/consultant does not report to a 1elative or spouse. If the vendor/consult~nt 
j~t(1W1·•:: • , is a relative or ~pouse of a BCBSM officer, HR employee or Payroll .employee, you may not use thls 
!!• ' .. ~. , • • • . vendor/consultant 
~,,.;:'~- ' •, • • •:. " · · • . • .... : • ., •• , •', · .,·. J ... . : ... .... • • . . . ·, ··· .. " . . . ,' . '• " '•' [ii Is this _request for services at least $50,000?lt""Ves C ~o •• ----· -- -- ~-- - ·- • 

,·i•!"t':' If Yes, you must complete the four sections below. 
:~ . , If No, go lo the "Estimated Co$t" section below. 
h;1,:~··: ' · Submit documentation lo purchasing of the follow.ing 1otprojects or services that will be at least $50,000. 
'.~ • Wri!ten .iustifi_catio_n must. be submitted if the inf ~rmatiori was not obtained. Contact your di.viii on controller if you need ; 
!►.itilr,·:i(i'. auistance with this ~~-·----------
;_·. ~ •1 Documentation of bids from other vendors (price comparison) end vendor references. 
1. • . • C To be wbm~ted . . • . . 

· -i'f • C A corporate contract is in place · lhAl) ~ V\).,.e.ckJ. . . 

F;,./ ., r.: Not obtained • -

,. .. . . . because:· .This proiect is just a pilot for a much larger project to r_ewrite letters. The pilot project is serving as a means to evaluate the ;: 
.~.;; ,,·;, .. ;) ,. ~ender, 
•~:~ r.V~endor-~R:---ef'!"'e-re-n-ce_s ________________ , __ ... 

ti~ r... lo be submitted 

l!·ould you, like to, ~~i~o·m~·:u;,;f~l;Hi:;i-s? 

·.:::_,: 

; 'f,! i 

: '.:( 

' }::.'.\ 

~ ~- 4 

• f}J' . 

JJbt 
' It} t ~ 

:)\ 

. ~,;;(> 
.. J:j 

:.:'i! \) 
?\:\/, 
' 1/" j 

:~{;:i:: 

·:t:: 
. :~2; 

-~ffll:: r. A corporate contract I$ in place 

11: ~ ~:~:~~~~:his project is ju$l a p~ot for a much larger project to rewrite letters. The pilot project is serving as a means to ev~luate the r: 
1!!i!:l;'·q1:, vendor. ~ :~j: ' !! :~ 
,1,ut·~r:~:; -~ 

i!l~::j•:t Review of Veridor Flnanci.al Vlabilit.Y • required if e of the following conditions are present: 

~'.ri:t;/; ,:,.:, •, • '::::• ~I l '' 

;(#r~~tfr~6- ~ -~ ~ ~ ~ 
1!:~· .: :• .. ·;: .. ;. '·'•"· :,,: ~:· ,;•;:,:•.· :.1:.:;•;:JJ:::; i,-, :111 .. , ·.:1·.,· .:u ... :111 : .:,::•;. :. ·;J, \J,'JI; J.:l,J :;~I ·:;· •1,· . Ill" '\ ~ . 111 .. ,•1,1 .;,: . , .. . :," ... ., , I .. ,·11 1,, :.· J;,. '\'Ill: 11 l, ,.·n tll f ·~ , l\l . I I -~ .. , .... I ,: :: ," , ,' • ... .,;, , , -., , , 1,, I 

; F~1 

::;-,:;;,;:;;:.;;~•~-1,-',::. ;,: .,; :· ·;:_-_ .. ::1 ' ·;:;;;.\,'i_'. j , 

.. ,.,· ,,, ...•. ,,. ,,,, .,,, ,.· w,·, .. ,.,, ... f~;~~t~~~~f;!:~~~!'~l~~'.~~-\;~fyi;~~~;j;; . 
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l Review of Vendor Financial Viability • ,equired W n of the following conditions are present: 
• Substitute vendor could not complete pioject at reasonable cost . • 
• . Vendor ii integral part ol a project that extends more than one month and wnl receive progress payments in excess or $150,000. 

l~ 
;~: 

• Vendor will provide ongoing servieei that cannot be provided by an alternative vendor, ('") u.,:h;.: 1iss,01 · • • 
• Vendor wffiJ). rovide a service that results in the production of an asset or lntellectu!I properly for BCBSM. , ✓o...~~ , '··: .. 

~ · Vendor .Financial Viability A eview i$ required and will be submitted to purchasing, • ~, I\ ..+o~ \ , '. . 

C.: .Yendo.r Fin~ncial Viabiltiy Review~ not required. 

·;;1.ti:::;:;; Request lex Proposal· required if payments to the vendor will exceed $1,000,000 overthe~iir;·ora-nY project or if poyments to vendor for 
10ngoing services will exceed $1,000,000 over five yeari or !es$. Purchasing will coordinote the RFP process, • · 

)~ 

~~ 
r, Request for Poposal is required and will be submitted to pruchasing, . 

~ ~ equesl for Propo$al it not req.zired. 

·,,: 

•' l~~-­m 

I 
, ••:· Estirrl~-t~d :·cost •• • 

~mount lo be paid to consuka~ f ot this asireement: :1$185500.00 
t,-vrn trav_el e)(penses be reimbursed to t_he vendor? • ;f: Y~s ?• · ~o 

i_~_,,., ... 

;~ 
[,.:;;;!Y';i\ • l(lr nor.psra~m. .::,r.;;;,rar, Bpl),r)Vtlf II '9qUfl'KI) . 
~ ; • : . .m·oun~ of tr!vei e~nte~'alioweJ;·--·---_.._.__... ......... ______ ......_...:...-........... 

;.:t;1?:1;; ' :: roount of other expeniet lo be aUowed: 

i~': . •·f dicoto the voluo of previous purch••• 01dors 1elaiod lo 11>, .•~r•emonl: 

Jli Total Cost (St!ndard fees+ travel expenies ~ other expentet + prev, Ve 

i1lm • --

~I yes, indicate reason: ; 

~~ tr~~e~ ~p_en:e~n_a per di_e~. (per c~rp?rate policy) or ol~r basis? 
... , .... ....,............i,.:,,.,JJ_,___ .. -~.,..J ... ----: ....... 

;$0.00 

'. $0.00 - ·- '. $0.00 
. .. 

iluel • $~85~00,00 
··-

;~ · • . .:;\ .•... •.·i'•·• f>;~;ffui~i·••·••~:.:.~;~e:J:~tth::i;:;~i~~~-.·· .. 
:1r: · Do -~~-t: ~nh,~_i_~t~ ~---~on~_r ~c\~:~. ~rit~~n ~~r~-~;.e~t prior to obta_,~'..".~ ~re

0

~'.-~.inary approval. ::s Tot~~ ~alue :I· • Approval,·· ~~d;d ,·:•;• .. , •• ~ •• ... pj~~se enter requi~~-d-n ..... '~-~--- e-\-··' -b-el_o_w __ _ 

]i(::itl~t.: II Aeqi.u1tiont Controller ,CN•D!wn Hayes/O•BCBSMN . 
~~ .~ ,.~, •• • • {$0 • $1,000 ~Funding or CC Immediate Supervisor · Shannon E Mayer/8C8SMN 

Director 
\::';:,.:,·,,~. ~:-":,::" 

l .::' .: 

: 

; 

'\.J 
:,i:::'' 
•;:_,/ 

'{/·\ 

,, .•: \J< ·.' 

~ 
~:t:l 

: 

·:~~!'-1.~1;;-f~!-~,~~;~,~~~~~:'.T~!.~~;~~~~:~~-;;,·.: :: .... , :•,:,1, ·" • .,.,,:,,;,~ .. • :;: :,; ";,:,,:v.;.,; •!,.:•l ,.I' ;,: V•;a:,•,,,, '!''""'"'~•~.:,; ,,,:,,,.,,, U, l \U .. \ .... ,, ...... , :; .. ,·,"· "· .. ; .. , •·• :;,;.,, "'" .... ., .. :.,.,.,: .... , .. . ; ... • .. ,:;;,; .. ,: ; • •' ;, ; : ,\,;,:.,, •"'""' ;, •· ... • •"'' · •• ''''" · ••·.,•.•,., ' · " '' "" •••''"' ,., ., ... , .... ,. "' .. .. ,.,, .: .,.,.::,, .-. : .. : : ,: .,: .:: ,.:, :,: _. ,:,.,:: .. ,,,, ·" •: .... ;,. :··:•• ::::,:.:•: :l 
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1>>;:.i;:1:J.: : ri.rnrwe1com~r, f " ·:_Klarefi Albfethr.-~:-lnbd. :r-Non\~mpl69e·e:l!ab'or,;-s$f'fioe¼.R:eques~',:l-'?X'Jl[~Bo~i ate·Purchasing / :rt.ibci~(XtJit8tf PO·s:tonemps'.X:\! Gtlkl conMant H equest "1<. v~, >:>;::·,::;;\ t,:':,1}:·v:,:•',>(::; 

ln/jffl· ~ r. -.•1111. A· ML~-· ·,.·::.T·, · i.:a-· • :,.·1-.1-.,:;.J-·-- ir5 MM ii #RM 

1 Total Value Approvals needed ~ Please . enter required names below 

}ffilf Edit Docum~nt ml - 1 IJj · 
;~ -- I , 

:(I. 
;!~ :-­

: l:'j:-

\ii 
'.~ 

~n A equlsitions Controller · 1cN ■Oawn Hayes/0.,BCBSMN 

lf$o. $1.ooo Funding or CC Immediate Supervisor jShannon E Mayer/BCBSMN 
j$1,001 • $5,000 -Director jCN•Shan"non E Mayer/O•BCBSMN 
j$5.001 • $49,999 -pr· j V~:CNaDenise M MckenMIO•BCBSMN 
j$50,000 • $149,999 ~ wo VP'S :1 -

)CFO: CN~Timolhy lvl Pete,rs_on/O~BCBSMN J$150.000 ~nd •.bove ~ P _!:.£!'._0 
: ~ . I' • , ·•.· , · ,: . • . .-•.• · . ' · , . I · ' ' 

':.::;;_;J:;( · Once ·section I ls cornblete dick on tbe:Subniit Request b.iJttdn o.t the 'toti of this 6e,ge; • 

1 ... Fun,Jlng MBmigerApprovel . • • ·: : :' . . . : ••• , >: : . . .,· .· . 
: If _you are !isled in more than ·one ·approver rqle you mu;t app·rove under each role. (I.e. mahag~r ~ d,ector) 

• Man~~~r Name: Sha·~~on ·~·M~y~i . . >·::_··:. :·· t~fgpfo1lit} .··. -~~:pf~-~i~'.~J~ ' .. :.,:_·.· ··.·: ......... ,-:.·:. ··_ .. '.:.:.' ;.·_ 
DlrectDrAppi'oYBI. ..... · : .. .. , · .• :.: .. .. _..: ;",: .·.,. , .·, . . · . : . . . .· . 
u yc>1./ari; li;ted in more thah· o~~ apprcr~et rcile }IOU mu~t _a.ppi~ve· u~der ea~~ ·,oie_:- (1,e, m~~a~er i di~~ct~;) ... 

.. . • • .... .. -· ... ,.• •. :. ··-.\: ·· •Wi~-~1~a1~1J ·- -r.(ij~~fitif.- • •• • • ._·._ 
. D1rer.:tor s Name. Shannon.E-Mayer . .. r-- • .H;tr,1:,., .. , . ,,.,i,. ,, .. . ,,, •• , ., .-. .. , • .• ' 

' .:· ... •,i::: : , , 

,ved· by Shc:m~o:~·:·;·~·~;e"r q·n··.'1'212si·ioo:(_ ~ '.1 Director Appr1 p,\; . . '' 

W"" " 

:.,.·. 

.. ·· 
. .... 

:11'.Y :}~ .. -: ........ . 
:-

Ccntroller A/pm~s/ ... .-:.· :: : •.. : •• •. ·: . 'i . . ., ' ·.: ·:' . ··: .; : . ·., ' · .. 
' If you need' t~ c~~ng~ th~ c;ntio_lle~ ~a~e '61ick on the b~x in th~' ~b6ve. ta_ble:· s eiect the name o(ihe co.ntrolier you woul~fiike_ t~ send this' te>. •• , • 

. •. • · ·::·:,_·. o:_ .- :·:· :·:·· /·.:-: ••• _:· ... -. .-·. ·. --~_· ;._- ·;.-:: - ··:-: _.: .. :- , ;·_ .. , .. __ :.,:< • n1~-~;r:~11i:,;,·'1~1lm~~::?~1;~:~:h1f:i:1'.1~r,1~!~l~ • • • • • 
::~;.:::/. .. . 

Then cfiek o~ t_he button_ a_t right _to send _thlt to the,-_~e,wlnelected col'llroller .. . , l:6~';,i'.':, •. '".,',:; ,,,.~,:,,,;,,·~.:,)::.~1:,.,r:•1"' '·'--':•-·····'r, 
• .. , • ' , • ' , ., :. , , •: ' I ' ; , . • , ; ' ~ •• •· • ; • 'I . •, ' • ' • , 

• • • ' ' • ' ' .. : ;. • • • ·, ' . . . .. ft~1l\:ri,ii ·r~~~:r • ;ii,§~v~ir~i;~: 
Contro_ner Name: . D aw.n H a;i_es ,,. :•~.~,A:Jt,~J b~,:";""'J,":r,.~_,,; '.if . . . · ..... Jj _· ControllerApproved by Di1wnH~yes .. on 01/08_(200( ,:·· .-:: :· . :. ._;_. ·-·;:i:. 

·{:-i/tF . ·. • ... · . .. · ·., :., . • ••• · __ ;. ?'; 
:;:i::\Nn: T SenlorStsff Manager,ApproYals ' .. ': . •• ',, ' . . ,•·· ,, '' ;/ · 

~!'.~~'. • • • • • • • • • •• • • • • •. • • . . . • _,_::'.:~~-::.::::r;:::: :: :· :,:.:·::::: . :.:: .... _.::;,;~;;;:;;;~ 
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:·: r ·: :: i'.:~".': :. • TT 91'-'\olMl~ i\ \ """f ,' f"\Ql'l;il , ,r-.l\.lllwWIJ\ ' ~ 111--1'-'I\ ·n ~ ;r ~ : 1"1VI rWlll),JIVYQQ '-'QUVr ;;<t,,JQI Yl\,,,Q<i> •l ·l~~'-"'Q~ t,{ ,. -... H ~~'-''-''""'....,\"l',iil"liiiJ ', l liii41'-'1 1'-911 r~ ff , 

ir~~~=l;::,,•~:!51~1:: 
. ~\: 'dit Document a ma 41ti5• 
;~ ) 
;\;:"'1\: ~ Senlo,:StatrMansgerApprova/!l ,:. 
iJi~ .. II !K)U ar_e li~led.in ~ore than o~~ approv~ role you must ~pprove·under ea.ch role. [i.e. ·mat)ai;ier tic diiector) I~t; VP na~_e: beinise M Mcke~~ . . . ~~p:~rn~X~i[ . ~Pihl~'.~]/ • • • • 
:~ VP Approved by D_enise M Mckenna · on 01108/2004 
'., ~i\lr; VP Approved b_y Denise M Mckenna · on 01 /08/2004 . 

l!·o~ld you hlce to':·;~~~}i'~~:-:."~'~i~_~,':l'ii~I;? 

·•~ fu5 
i~ .IT CFOApprovsl 
:~l:~[!!.;~1; 

~,•, .• .. '• 

1/i!'-/ '.·: • CFO name:-
1·r, ,. ·1.• . • :ua .;_N:,i,\i. 
·/~!i;,;111:1: 

!~ . '' .·,.. ' . '. . . . ---,- ,; "·.·;,:-._ ,· ,• ', ·.· · ·:, ·",'. . .. ,, . ,, . :-·:•·,;·:::· ... -:. ,;·_ .. 
f~f -) This uctfon is completed by the Requeder. Contact purchasing for the vendor ~umber (K2·6877, x2-7067 or x2·2232) . . .. . 
::~ • The requeste1/m~MQe1 mutt obtait, confidentiality slaterMnte for all vendor personnel per the HIPAA Confidentialil,Y guid~lines. • • •• • 
1~ - The requetterlman~ger should iequest an Am if tieeded for system acceu and submit for a building access card if needed. I ·· · .. The con'.:~l~r "''. ,':•ward t:•iorm: to :7;~!:~•:~~°j:f ~~~:'J:f 1~~?~}~~ ?;n~;I~;i,~f ,ilion : ' .::ndor per,onnel tholrld •PPMI 

f,i . ·~·~"'\L;:w··::. ···.·.·•·''<:· ,\··\:'i·• ..... ,'.,':L:'.:1·~'.;~10 ~<:,;;{f::: ••• ;;: .... <· • : : ·•:<•·.<'Tbo3 •.·.S-lo1 •· 
ii JN•m•[•J of on,sle vendor per,oMel r,1 knownJ : P•l Oaw,on, 0 •n Fink, •nd other,. 1: ; ~ )> •· C ·, :· •. • • • • • 

'.. ; • • :.·. r '.·.; , •• ~-:"'.'.":: : ._:.i•:t/?>··:,:.;:})·.··."<··>·. ··:>.-:1::,.-:. ,-\::/~~~-;.:.7:7~;::•:F-':-.' .. := ?;:i(\.:-:i·:';;: ::i.-::::: .. \ :t }:::-,:.::··:_;_;;;:·._. :·._ .-:.\\.)/ ::: .. '.,. ·. ··,:/._:· .:-·::./·-.. }:.::.:· .. ,• .. · . 

/;. • ,; -/;.·: 1AmourK to be paid to contultant for this agreement: 1$185500. 00 • . -=_ J ·._.· <-::.·-;: \: \/ • . .- : • ·: •• • • •• 
;i;;1,.,,. • , .- Amount of travel e><penses to be allowed: (enter O if none) • '$0.00 . .=-=..=j ··•:::::, .. ;.: 
·.1 ~1: • 1Amount of other expenfes to be anowed: (enter OU none) --1_$0.00 • • 

~
:, .. •· ... ,·.· 

'· . • ... -.: . ..... :, 

.•, ····· ·r~ 
::.1r1 •· 

..-.1.r, :;..,;;;.,. :· C , :.·.:: :: 4-., . 

/kl/ · . : . . •L .. . 
·-: D~· 

Total Cost (Standard fee; + travel e><penses + other e><penses + prev, vahJe] • 

,·, .· , 



;;~-~ 

~ /.,);~_; .• • ·. 

:- ct~.irf.-rnarketing res.earch, inc 
-~£~SC:iift~ii -Avenue, Suite 200 

'?· -~Miori~polis, Minnesota 55403 

l\~~f,:::~!~ :;:~el 
:.~-----~ - ;....- ._,..:- _:__ __________________ -, 

_TO: _. 
Ms. karen Malecha 

Blue Cross Blue Shield of Minnesota 

P.O. Box 64560 

SL Paul, MN 55164-0560 

• Purchase Order Number: 

DESCRIPTION 

-;-J Children"s Theatre Research for 2000-2001 Season 

Total costs 

INVO][CE 

INVOICE NUMBER: 61013-1 

INVOICE DATE: November 13, 2000 

TERMS: Net 30 

ACCOUNT EXECUTIVE: Riedesel 

AMOUNT 

_Processed 

NOV 2 9 2000 

$25,000 

By-~-____;,-_: 

TOTAL DUE ON THlS INVOICE 

FEDERAL EIN: 41-1753997 

J{! .jf lb/ o:o 

-* &}~°Itel 

$25,000 

BCBSM 92812 



,JUN -2 4 1999 

PANDO RA® MANAGED CARE INFORMATION SYSTEM 
SOFTWARE LICENSE AND MAINTENANCE AGREEMENT 

Agreement is hereby made effective as of the 1st day of January 1999 by and between Codman 
Group, Inc. (Codman), a Delaware corporation: with its principal offices located at Shattuck 
Office Center, 138 River Road, Andover, Massachusetts 01810 and BCBSM, Inc., dba Blue 
Cross and Blue Shield of Minnesota ("Licensee") with offices located at 3535 Blue Cross Road: 
P.O. Box 64560, St. Paul, Minnesota 55164: 

Subject to the terms and conditions of this Agreement, Cadman agrees to provide Licensee with 
a System consisting of certain software owned and licensed by Cadman, and certain third party 
software sublicensed by Codman to Licensee . . Codman agrees to license the Licensed Work to 
Licensee and Licensee agrees to accept the Licensed Work from Codman, in consideration of 
payment in full to Codman of the applicable fees for the Licensed Work as described below. 

I. GRANT OF LICENSE. 

I.I Scope of License. For the T~im of this Agreement, Codman grants Licensee a personal, 
non-exclusive, non-transferable right and license ("the License") to Use the Licensed · 
Work, as defined in Section 2 below. This License gives Licensee the right to Use the 
PANDO RA® MCISlM system at its site on a single Licensed MCIS™ UNIX Processing 
Sen1er to process data of Licensee's members and data from any Affiliate of Licensee 
including, without limitation, data of insured members and members who's coverage is 
administered by or through Licensee or any Affiliate, and the right to Use PANDORA® 
at its site on unlimited computer display terminals to display information produced by 
PANDORA® MCISlM. The License also includes the right to Use the Licensed Work on 
test or back-up servers, or both, for testing and back-up purposes and in connection with 
disaster recovery. The scope of this License may be modified to include other such 

• accounts upon the signing of a written addendum to this Agreement,· and upon the 
payment offees pursuant to that addendum. Licensee has the right within the terms arid 
conditions of this License~ to utilize any data produced by, and ideas, concepts~ know- . 
how or techniques contained in, the Licensed Work during the Term:of this Agreement. • 
All Licensee and/or Affiliate data used in the Licensed Work and the resulting data 
produced by the Licensed Work is the sole property and shall remain the sole property of 
Licensee (as between Licensee and Codrnan) after the termination of this Agreement. 
Licensee's License confers no title or ownership in the Licensed Work and no rights in 
any associated source code, and will not be construed as a sale of any right in the 
Licensed Work. The term uAffiliate" for purposes of this Agreement shall mean (i) any / 
entity, that directly or indirectly, through one or more intermediaries, controls; or is 
controlled 9y or under common control ·with Licensee, and (ii) any entity which an entity 
described in ""(i)" above holds not less than thirty percent (30%) of the voting securities 
or membership interest therein. 
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1.2 Optional Sub licenses_ If mutually agreed upon, and for the Term of this Agreement, 
Codman will grant Licensee a personal, non-exclusive, non-transferable right and 
sublicense to Use the "Adjusted Clinical Grouping" (ACG) software and or the ORACLE 
Relational Database Management System and its associated Cadman Software interface 
upon ~xecution of sublicenses attached as Attachmen~ D and F, respectively_ 

1.3 No Right to Sublicense, etc. Licensee does not ha_ve the right to grant sublicenses under 
this Agreement, to distribute or sell the Licensed Work or any modifications thereof, or to 
otherwise transfer the Licensed Work except as provided in Section 15 herein_ 

· 1.4 No Further Grant of License. No license, either expressed or implied, is granted by 
Codman to Licensee by this Agreement to use the Licensed Work except as specifically 
Stated herein_. 

·2. DEFINITIONS. 

2.1 "Data Submission" means the receipt by Cod.man of Licensee's extracted utilization 
and/or enrollment data for processing_ 

2.2 "Licensed MCIS™ UNIX Processing Server" means the central processing unit, and 
its associated equipment, which is identified by model number, serial number and other 
such information required in Attachment A, and any other central processing unit 
identified from time to time by Licensee by model number and serial number and 
approved by Codm~ and on which the Licensed Work has been installed; provided, 
however, that no such approval shall be required V\.1th.respect to_ installation of the 
Licensed Work on replacement central processing units or on central processing units 
used solely for testing_ 

2.3 • "Licensed Work" means PANDORA® MCIS™ and PANDO RA®, or any computer 
media based on or incorporating all or part of PAN~ORA® MCIS™ or PANDORA® 
which do Cadman, as well as any updates, additions or modifications of issue 
PANDORA® MCIS™ or PANDORA® issued by Codman subject to Section 6 below_ 

2.4 "Member" or "Covered Life" means a person who has health insurance provided by 
Licensee or any Affiliate or person who's coverage is administered by or through 
Licensee or an Affiliate. A person whose health insurance is provided by Licensee or an 
Affiliate or a person whose coverage is administered by or through Licensee or an 
Affiliate; and his or her dependants, will each be considered individual members. A 
person is a "member" regardless of the length of time health insurance benefits were 
provided or administered during a term year_ 

2.5 "PANDORA@" means Codman's proprietary PANDORA® Display Software System= 
including its object code, docwnentation, manuals, programs, routines and subroutines, 
along \.Vith any new releases, updates, additions; or modifications (as defined in Section 6 
below)_ 
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2.6 • "PANDORA@MCISrn" means Codman's proprietary PANDORA® Managed Care 
Information System, applications software system, including its object code, 
Documentation manuals, programs, routines and subroutines, along with any new 
releases, updates, additions, or modifications ( as defined in Section 6 below). 

2. 7 "System" means Codman's integrated software system for organizing and integrating 
utilization, financial, demographic and clinical data for statistical profiling of 
effectiveness, quality and efficiency of health care management and delivery. The 
components of the system are the Licensed Work, sublicensed third party software 
identified in Attachments D and F: and certain hardware specifications meeting or 
exceeding the specifications listed in Attachment B. 

2.8 "Use" means the reading into and out of memory of the Licensed Work and the 
execution of such Licensed Work, in whole or in part, by the Licensed MCIS™ UNIX 
Processing Server and any other similar use of the Licensed Work. 

•• • 2.9 "Training Credits" means Licensee's credits for all training that Cadman has 
Agreed to provide to Licensee during each year of the Term of the Agreement in 
Accordance with Section 5_ L 

3~ TERM. · 

3.1 Term_ The "Term" of the License shall be for two (2) years: commencing on January 
l999. The "Term" shall be extended to include optional year three if exercised by 
Licensee. 

3.2 Perpetual Term on Certain Conditions. In the event of the happening of any of the 
following .enumerated conditions, the Tem1 of this license shall become perpetual: and 
Licensee shall thereafter have no obligation to Cadman for the payment of license fees 
hereunder: 

a) Cadman is unable to provide maintenance for the software at the agreed upon fee and 
Licensee has paid all invoiced bills to· Codman and is not otherwise in defa:ult under 
the Software License and Maintenance Agreement between Licensee and Cadman: or 

b) Codman or its successor fails to dismiss a case filed against it under united States 
bankruptcy Code, 11 U.S.C. Section I 01 et seq., within ninety (90) days of the date of 
filing: or 

c) Licensee received v.rritten notification that Codman has made an assignment for the 
benefit of its creditors in order to avoid the filing by a creditor of an action that would 
materially affect the stability of Cadman; or 
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d) Codman is voluntarily or involuntarily dissolved; or 

e) Receivership proceedings are instituted by or against Cadman pursuant to which a 
receiver is appointed by a court of competent jurisdiction and no stay of such 
receivership proceedings has been obtained by Codman within 30 days after such 
appointment; 

f) Codman or its successors has ceased ongoing business operations or the licensing, 
maintenance and support of the Software for a period of at least ninety (90) 
consecutive days 

4. DELIVERY, INSTALLATION AND TESTING. 

4.1 Required Hardware and Operating System. Hardware and operating system 
specifications for the System operating in Licensee's environment must meet minimum 
specifications as defined by Codman and specified in Attachment B. 

• 4.2 Licensee Systems Responsibility. Licensee shall be ultimately responsible for 
maintaining the proper configuration, installation and maintenance of its Licensed 
MCIS™ UNIX Processing Server(s) and its operating system, as specified by Codman in 
Attachment B.. The operating system must be maintained by Licensee~ at its expense, in 
its most current release required by the PANDORA® MCIS™ System. Licensee is 
responsible for updating all standard reference tables (e.g. RYU codes, ICD-9 ~iagnosis 
and procedure codes, CPT procedure codes, DRGs, etc.) on an ongoing basis. 

4.3 Codman Remote Access. Codman requires a dedicated modem line to either a 
networked PC or directly to Licensee's Pandora®MCIS™ server. This line will be used 
for delivery of software upgrades and patches, or troubleshooting by the Codman technical 
support team or development team. Codman will access the Pandora MCIS server as a 
• remote node on the network via Shiva dial-up modems and a PPP connection. Codman · 
must have the Shiva Security Pack for Windows 95 ·installed. The Codman account for 
dial-in access and on the Pandora MCIS server will be activated only upon request of 
Licensee's Clinical Systems Analysis, Care Management Information & Reporting · 
department~ and only for a limited time. Codman will be restricted to access of the 
Pandora MtIS sen!er. Any changes to the environment by Codman technical support 
personnel must be co-ordinated with the BCBSM lS Systems Administrator to prevent 
outages to other applications that may share the Pandora MCIS server. 
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5. LICENSEE TRAINING, SUPPORT AND SERVICES. 

5.1 PANDORA® MCIS™ Technical and Analytic Training. Codman hereby grants to 
Licensee a total of2 Training Credits for PANDORA® MCIS™ technical and analytical 
training on a mutually agreed upon schedule during the Tenn of this Agreement, by 
providing, for a fee as stated in Attachment C, the services of a trained consultant(s). This 
consultant(s) will assist Licensee, at Licensee's request, in the operation and use of the 
Licensed Work, and by providing other advisory services related to the installation of the 
Licensed Work and its use. Unless the parties otherwise agree in writing, all Training 
Credits must be used during contract year and J!1ay not be carried over to subsequent years. 
All travel, lodging, meals and out of pocket costs incurred by said consultant(s) will be 
billed to Licensee at cost, due and payable within thirty (30) days of invoice date. 

5.2· Implementation Services. For a fee, as stated in Attachment C, Cod.man will provide 
services to assist Licensee in the evaluation and processing of Licensee's extracted 
utilization and/ot enrollment data. All travet lodging, meals and out of pocket costs 
incurred by Codman staff in the performance of said implementation services will be 
billed to Licensee at cost, due and payable within thirty (30) days of invoice date. 

5.3 Value Engineering Services. For a fee, Codman will make available to Licensee the.· 
services of a trained applications or data consultant_ This consultant will assist Licensee, 
at Licensee's request, in applying the_ information produced by the Licensed Work to • 
specific business goals and objectives of Licensee. All value engineering services will be 
subject to the terms and conditions of an engagement letter and a statement of work to be 
signed by Cadman and Licensee. All travel, lodging, meals and out of pocket costs 
incurred by said tonsultant(s) will be billed to Licensee at cost, due and payable within 
thirty (30) days of_invoice date. 

5.4 Telephone Support. Codman will respond to any inquiry regarding the operation of the 
Licensed Work by Licensee within twenty-four (24} hours, not including holidays or 
weekends. Any problems identified with the operation of the Licensed Work will be 
corrected on a reasonable schedule agreed to by the parties. Codman will provide 
Licensee with unlimited telephone support each year. Should problem correction require 
Cod man staff t~ travel to Licensee~ s location, .or any other location served by Licensee, 
all trave1= lodging, meals and out of pocket costs incurred by Codman staff personnel will 
be billed to Licensee at cost, due and payable \Vithin-thirty (30) days of invoice date. 

5.5 Oracle ·support Limitation. Codrnan and Licensee acknowledge that Licensee may 
acquire and implement _Oracle software components not required by Codman's software 
interface for the Oracle Runtime License referenced as Attachment F. Codman's support 
is limited !O Licensee's use of this Oracle Runtime License Agreement as implemented 

by Codman's Software interface. • 
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6. UPDATES,IMPLEMENTATION. 

6.1 Periodic Software Updates. Periodic software updates to the Licensed Work (which 
shall mean any additions or modifications made by Corunan to the Licensed Work at-any 
time after delivery and installation that improve the efficiency or effectiveness of the 
basic program function(s) described in Attachment E), shall be furnished to Licensee at 
no additional charge during the Term of this Agreement. 

6.2 Implementation by Licensee. Cod.man will provide to Licensee all periodic software 
updates made to the Licensed Work in a timely manner. Similarly, Licensee must 
implement any such updates promptly. Licensee recognizes that its failure to so 
implement such updates may render the Licensed Work unusable or nonconforming to 
the documentation delivered by Codman to Licensee, and Licensee agrees to assume all 
risks arising therefrom. 

7. LICENSE FEES, CHARGES, TAXES AND REPORTING REQUIREMENTS. 

7.1 Fees in Attachment C The license fees for the License granted hereunder are set out in 
Attachment C to this Agreement. Annual base license fee and fees per member as set out 
in Attachment C are based on the. minit;num covered lives as stated op Attachment C. . 
Additional members in excess of this minimum, regardless of the length of time health 
insurance benefits were provided by Licensee, and regardless of the date of addition 
during the year, wiH be charged at the additional fee per member as set forth in 
Attachment C 

7.2 Right to Audit. Codman shall be entitled, not more than once per year during the Term 
• of this Agreement, upon reasonable notice and during regular business hours, to audit 
Licensee's enrollment records for the purpose of substantiating the accuracy of license fee 
calculations. 

7.3 Schedule for Payments; Late Fees; Collection Costs. The license fees, taxes, and other 
applicable charges (such as charges for installation, training, support, data analysis and 
special projects) shall be due ~pon receipt of invoice and payable pursuant to the schedule 
set out in Anachment C. Licensee shall pay a late payment charge of 1 1/2% per month, 
or the maximum rate permitted by applicable law, whichever is less, on any overdue 
unpaid amount for each calendar month or fr.action thereof that any payment to Codman 
is in arrears. Licensee agrees to pay reasonable costs, including reasonable attorney's 
fees, incurred by Cod man in collecting any unpaid. license fees or other fees owed by 
Licensee to Codman. 

7.4 Payment of Taxes; Certificate. The fees quoted herein are exclusive of any taxes. 
Licensee shall pay all taxes based on or in any way measured by this Agreement, the 
Licensed Work or any portion thereoC or any services related thereto, excluding taxes 
based on Codman's net income, but including Licensee's personal prnperty taxes. If 
Licensee challenges the applicability of any such tax 0 Licensee may withhold payment of 
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7.5 

that tax until a final disposition of such challenge, provided that Licensee shall indemnify 
and hold Codman harmless with respect to such challenged taxes and any penalties or 
interest based thereon. Licensee shall provide to Cod.man its tax identification number or 
a copy of its exemption certificate, which must be attached to the signature page of this 
Agreement. 

Periodic Computation of Licensee's Membership and Reporting ·Requirements. 

Within ten (10) working days of each annual anniversary of the Term of this agreement, 
Licensee · shall, using a documented methodology acceptable to Cod.man, report to 
Codman on a form substantially similar to Attachment G both the unique Member count 
contained in the Pandora MCIS enrollment file(s); and the unique Member count run 
through the ACG software of the Licensed Work for all lines of busin.ess of the Licensee 
as well as its affiliates, if any. The same methodology used in the frrst annual anniversary 
computation of unique Member counts will also be used for all subsequent annual 
anniversary W1ique member measurements. 

It is understood and agreed to by both BCB_SM and Cod.man that the ACG Member count 
may exceed the Pandora MCIS Member count because of a lag between calculatin& an 
ACG score and actually processing a member through the Pandora MCIS application. 
Lags between ACG calculation and Pandora MCIS processing may be the result of 
business need and/or temporary lack of adequate storage space for additional Pandora 
MCIS data bases. In all instances where the ACG unique member count exceeds the 
unique member count run through the Pandora MCIS application, all reasonable efforts 
will be made by BCBSM to equalize the ACG and the Pandora MCIS unique member 
count before the next measurement period as required ·by the Payment Schedule in 
Attachment C. 

At each December measurement point during the Term of this agreement, BCBSMN will 
be provided the option of raising the maximum covered lives allowance as specified in 
Attachment C= in increments of I 00,000 • unique members at a flat rate specified in 
Attachment C that establishes a new total unique . member threshold that accommodates 
both the ACG and Pandora MCIS unique Member Counts. 

8. CONFIDENTIALITY AND PR0PRlETARY RIGHTS. 

8.1 Confidentiality. Except as otherwise provided herein, Codman and Licensee each agree 
that all (i) written information received from the other party which is marked or identifie~ 
as confidential= and (ii) oral or visual information identified as confidential at the time of 
.disclosure which is accurately summarized in writing and provided to the other party in 
such wrinel!· form promptly after such oral or visual disclosure or which under the 
circumstances ought reasonably to be treated as such ("Confidential Information"), . 
whether before or after the effective date of this Agreement, will be and will be deemed to 
have been receive·d in confidence, will be used only for purposes of this Agreement, and 
each will use the same means as it uses to protect its own Confidential Information, but in 
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any event not less than reasonable means, to prevent the disclosure and to protect the 
confidentiality thereof. Confidential Information of Codman shall include without 
limitation the Licensed Work, Codman's business policies or practices, and Codman 
employee lists and Confidential Information of Codman's subsidiaries. Confidential 
Information of Licensee shall include without limitation data which is processed on the 
Licensed Work, and Licensee's software. No Confidential Information, including without 
limitation the terms of this Agreement, will be disclosed to third parties ( other than 
Affiliates and independent contractors provided they have executed a standard BCBSM 
confidentiality agreement) by the recipient party, or by its agents, representatives or 
employees without the prior written consent of the other party and will only be distributed 
to employees, agents or representatives on a need to know b~is. 

Confidential Information shall not include information which belongs to a party or . 
is: (i) already known by the recipient ·party without an obligation of confidentiality other 
than pursuant to this Agreement; (ii) publicly known or becomes publicly known through 
no unauthorized act of the recipient party; (iii) independently developed without use of the 
other party's confidential information; (iv) disclosed without similar restrictions to a third 
party by the party owning the confidential information or; (v) approved in writing by the 
other party for disclosure without similar restrictions of non-disclosure. 

Each party will notify its employees who have access to Confidential Information of the 
other party of such party's obligations hereunder and will require that such employees to 
comply with the obligations hereunder. If any party is permined to disclo_se Confidential 
Information of the other to agents or representatives, then the disclosing party will require 
such agents or representatives to be bound to confidentiality provisions similar to those in 
this Section. Each party shall promptly notify the other of any unau.thorized possession, 
use or disclosure of the other party's Confidential lnf ormation by such party's employees, 
agents or represent_atives. 

8.2 Licensed Workis Codman's Confidential, Trade Secret. Licensee hereby 
acknowledges and agrees that: (i) the Licensed Work, together with any other data and 
materials Supplied--by Codman to Licensee pursuant to this Agreement, is the property of 
Codman and remains so even after delivery to Licensee; (ii) the Licensed Work and any 
other data and materials supplied by Codman to Licensee are confidential and proprietary 
trade secrets of Codman, protected by law, and of substantial value to Codman, and their 
use and disclosure must be carefully and continuously controlled; and (iii) the Licensed 
Work is protected by the copyright laws of the United· States. Licensee agrees not to 
challenge Codman right in and to the Licensed Work, including, but not limited to, the 
copyright included in it. Licensee further agrees that it \\rill not reverse-engineer, or 
attempt to reverse-engineer, the Licensed Work or any aspect or component of the Licensed 
Work. In ad9ition, Licensee agrees that it will not use any Confidential Information of 
Codman to develop for itself or ·others, or have others develop for Licensee, or to market or 
distribute, a product perfonning the same or similar functions as the .Licensed Work 
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8.3 Survival of Obligation. The obligations of Section 8.1 shall survive the termination or 
expiration of this Agreement for a period of five (5) years. 

8.4 Injunctive Rights . . Each party acknowledges that any material violation of this Section 
8, may not adequately be remedied by an award of money damages, and that either party 
shall be entitled to seek injunctive relief in addition to any relief otherwise available for 
such violation. 

9. • REPRODUCTION AND MODIFICATION OF LICENSED WORK. 

9.1 Reproduction. Licensee may not duplicate the Licensed Work, in whole or in part, 
without Codman's prior written consent. 

9.2 Modification. Licensee may integrate the Licensed Work into existing Licensee 
sofiwt;lre, provided that the Licensed Work and all portions thereof shall continue to be 
subject to_ all of the terms and conditions of this Agreement. Upon any termination, 
cancellation or expiration hereof or any license granted hereunder, Licensee shall remove 
the Licensed Work and all portions thereof from its integrated or merged software, and 
Licensee shall have no right thereafter to Use the Licensed Work or any portion thereof 

·10. SHiPMENT AND PACKAGING. 

10.1 Method of Shipment. Codman will select the mode of shipment of the Licensed Work 
and shall notify Licensee of such selection prior to shipment. The cost of such shipment 
shall be included among the license fees and charges set forth in Attachment C. If 
Licensee desires a different mode of shipment, it shall advise Cod_man_ thereof, shall 
assume all liability therefor~ and Licensee shall pay Codman all costs associated 
therewith. 

10.2 Packaging. The Licensed Work shall be packaged in accordance with· Codman's current 
packaging specifications for the mode of shipment selected by Codman, and the cost of 
such packaging shall be included in the license fees and charges set forth in Attachment 
C. If Licensee desires or requires different or special packaging, it shall advise Cadman 

- thereof, shall assume all liability therefor: and shall pay Codman all costs associated 
therewith. 

10.3 Software Deliver-v. The Licensed Work shall be delivered f.o.b. Codman's shipping 
point, and thereafter Licensee shall assume all risk of loss therefor, provided, however: 
that Codman shall replace any Licensed Work lost during shipment at a cost to Licensee 
equal to the media charge for the Licensed Work. 
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11. 

11.1 

WARRANTY. 

Scope of Warranty. Codman warrants to Licensee that: 

(a) Under normal use and service, the media on which the Licensed Work is delivered 
shall be reasonably free from defects in material and _workmanship; 

(b) The Licensed Work as delivered will operate during the Tenn in substantial 
conformity to Codman's then current publisheq specifications therefor (as shown in 
Attachment E hereto) when used in compliance therewith; 

( c) Codrnan is the owner of the Licensed Work or otherwise has the right to grant to 
Licensee the License to use the Licensed Work as set forth in the Agreement 
without violating any rights of any third party, and there is currently no actual or 
threatened suit by any such third party based on an alleged violation of such rights 
by Codman; and 

(d) When the Licensed Work is delivered to Licensee it will be materially free of 
defects in design and will dµring the Term perform .substantially in accordance with 
its functional specifications. The preceding notwithstanding, the hardware 
manufacturer shall be responsible for any breach of warranty attributable to failure 
of the hardware to perform in substantial compliance with its specifications. 

(e) Codman represents and warrants to the Licensee that: (i) the Licensed Work shall~ · 
at all times and under all circumstances (including on all hardware capable of 
executing the Licensed Work): (a) operate correctly and consistently with dates and 
times before, during, and after the year 2000, and date and time ranges· before, _ 
spanning, and after 0:00 hours on January 1, 2000~ and in a manner identical to that 
in which the· Licensed Work operates with dates, times, and date and time ranges 
prior to the year 2000; (b) operate in a manner which treats the year 2000 as the 
year immediately following the year 1999 for all purposes; and (c) manage and 
manipulate data involving the transition of dates from 1999 to 2000 without 
functional or data abnormality; (ii) the Licensed Work will Jose no functionality 
with respect to the introduction of records containing dates falling on or after 
January 1, 2000; and (iii) to the extent that the documentation for the Licensed 
Work contemplates that the Licensed Work can be used with other software, the 
Licensed Work will · be interoperable with such other software which may deliver 
records to the Licensed Work, receive records from the Licensed Work, or interact 

· with the Licensed Work in the course of processing dates and times. • 
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11.2 Failure to Meet Warranty_ 

(a) If the Licensed Work fails to meet the media warranty of Section i 1.l(a) and 
Licensee gives Codman written notice thereof during the Term of this Agreement, 
Codman's sole and exclusive obligation shall be to promptly replace such media 
with media that does meet'the media warranty of Section J J _] (a) at no additional 
charge to Licensee_ 

(b) If the Licensed Work fails to meet the warranty of Section IL I (b) or 11.1 ( d) and 
Licensee gives Codman written notice thereof during the Tenn of this Agreement, 
Codman's so]e and exclusive obligation shall be to promptly provide, at no 
additional charge to Licensee, reasonable technical services to correct the failure or 
to replace the Licensed Work; provided that Licensee shall give Cod.man detailed 
information regarding such failure and Codm~ is able to duplicate or verify the 
same_ Licensee acknowledges that the Licensed Work is complex! may not be error 
free, and that all errors, if any, may not be correctable or avoidable_ If none of the 
foregoing efforts achieve reasonable resolution of substantial failures in a 
commercially reasonable period of time, Licensee may terminate this Agreement 
and return the Licensed Work~ including all copies and portions thereof to Cod~an. 
Upon any such termination, Cod.man shall return all fees paid less a reasonable 
allowance for any period of productive Use by Licensee_ 

( c} "If the ~icensed Work fails to meet the warranty of section 11.1 ( e) and Licensee 
gives Codman written notice thereof during the Term of this Agreement, Codman 
shall promptly provide at no additional charge Licensee, such technical services as 
are necessary to correct the_ failure or to replace the Licensed Work; provided that 
Licensee shall give Codman detailed information regarding such failure and 

. Codman is able to duplicate or verify the same. Such technical services will 
include on-site services initiated within 3 business days of receipt of such notice. If 
none of the foregoing efforts achieve reasonable resolution of such failure within 30 
days, Licensee may terminate this Agreement and return the Licensed Work 
including all copies and portions thereof to Codman, in addition to any and all other 
remedies provided in this Agreement and otherwise available at law. 

11.3 Disclaimer of Other Warranties_ EXCEPT AND TO THE EXTENT EXPRESSLY 
PROVIDED IN THIS SECTION 11 · AND IN LIEU OF ALL OTHER 
,v ARRANTIES, THERE ARE NO WARRANTIES, EXPRESS OR IMPLIED, 
INCLUDING, BUT NOT LIMITED TO, ANY \VARRANTIES OF 
MERCHANT ABILITY OR FITNESS FOR PARTICULAR PURPOSE. 

11.4 Licensee Respons-ibility. Licensee shall be solely responsible for the selection, Use and 
suitability of the Licensed Work for its' purposes~ and Cadman shall have no liability 
therefor. 
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I LS Limitations of Warranties. Codman shall not be liab]e to Licensee for the warranty 
provisions of this Section 11 if the breach of such warranty is the result of: 

(a) Modifications made to the Licensed Work by anyone other than Codman; 

(b) The Use by Licensee of the Licensed Work for the purposes contemplated by this 
Agreement with software or hardware not approved by Codman for use with ·the Licensed 
Work; 

(c) T}le misuse or abuse by Licensee of the media for the Licensed Work. 

12. PROPRIETARY RIGHTS DEFENSE. 

12.1 Obligation to Defend. Cadman shall defend or settle, at its own expense, any cause of 
action or proceeding brought against Licensee which is based on a claim that the licensed 
Use of the Licensed Work infringes any United States copyright, trade secret or other 
proprietary right; provided that Licensee shall give Codman prompt written notice of 
such claim and shall provide Cadman with all reasonable cooperation and information in 
Licensee's possession. The obligations of this Section 12.1 shall survive termination or 
expiration of this Agreement. 

12.2 Right to Modify. If a claim is made that the licensed Use of !he Licensed Work infringes 
any United States copyright, trade-secret or other proprietary righ_t, or if Codman believes 
that a likelihood of such a claim exists, Cod.man may, in Codman's sole discretion, either- · 
procure for Licensee the right to continue using the Licensed Work, modify it to make it 
non-infringing but continue to meet the specifications therefor, or replace it with non­
infringing software of like functionality which meets the specifications for the Licensed 
\Vork; provided, however, if none of the foregoing is reasonably available to Codman, 
Cadman may terminate this Agreement and require that Licensee return the Licensed • 
Vl ork, including all copies and portions thereof to Codman. Upon any such termination, 
Licensee shall be entitled to a pro-rata return of fees paid for its License hereunder. 

1°2.3 Notification. If any claim of infringement is made as described in Section 12.2, Cadman 
shall notify Licensee of such claim within thirty (30) days of Codman's receipt of such 
claim. 

12.4 No Liability for Certain Infringement Claims. Codman has no obligation for any 
• claim of infringement arising from: . 

(a) Cadman 's compliance with any designs, specifications or instructions of Licensee: 

(b) Modification of -the Licensed Work by Licensee or a third party; 

(c) Use of the Licensed Work in any way not authorized by Codman in this 
Agreement. 

12.5 . Entire Liability. The foregoing sets forth Codman's entire liability to Licensee for the 
infringement of proprietary rights by the Licensed Work or any portion thereof 
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13. TERMINATION. 
13.1 Codman Termination Events. Codman may terminate this Agreement and any License 

granted to Licensee hereunder, and pursue appropriate legal remedies, if: 

(a) 

(b) 

(c) 

Licensee fails to pay Codman any license fees or other charges as set forth in ibis 
Agreement; 

Licensee is in default of any other material provision of this Agreement 
and such default in not cured wi,thin thirty (30) days after Codman gives 
Licensee wrinen notice of that default; or 

Licensee becomes insolvent or seeks protection, voluntarily or involuntarily, 
under any bankruptcy or receivership law. 

13.2 Licensee Termination Events. 

Licensee may terminate this Agreement hereunder, and may pursue appropriate legal 
remedies, if: 

(a) The Licensed Work fails to meet Codman's warranty contained in Section IL l(c) 
or (d) or (e) above; 

(b) Codman is in default of any other material provision of this Agree·ment, and such 
default is not cured within thirty (30) days after Licensee gives Codman ·written 
notice of that default; or 

(c) Cqdman becomes insolvent or seeks protection, voluntarily or involuntarily, under . 
any bankruptcy or receivership law. 

133 Notice. In the event of any breach of this Agreement other than as set forth in Sections 
13. I ( c) or 13 .2( c ), the party alleging such breach shall give ·written notice of the breach to 
the breaching part)\ and shall specify a reasonable period of time, but not less than thirty 
(30) days, within which the breaching party is to cure the breach. In the event that said 
breach has not been cured within the specified period, the first party may terminate this 
Agreement on written notice to the breaching party. Tem1ination shall be effective on 
receipt by the breaching party of the wrinen notice. 

13.4 Cessation of Use, Performance. Except as provided in section 3.2,in the event of any 
termination~ cancellation or expiration of this Agreement o_r any License granted to 
Licensee hereunder for reason other than Codman~s breach 0-and if the parties fail to renew 
the License for the Licensed Work at the conclusion of the Term of this Agreement, 
Codman may": 

(a) Require that Licensee: cease any further Use of the Licensed Work or any portion 
thereof~ deinstall the Licensed \Vork and any portion thereof from any computer 
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on which it has been installed; and immediately return the same and all copies 
thereof to Codman; and 

(b) Cease performance of all of Cod man's obligations hereunder without liability to 
Licensee, subject to survival of Sections 8.3, 12.1, and other obligations of 
Codman under this Agreement which have accrued as of the effective date of such 
termination cancellation or expiration of this Agreement. 

13.5 Rights Cumulative. The parties' foregoing rights and remedies shall be cumulative and 
in addition to all other rights and remedies available to either party in law and_ in equity. 

13.6 Dispute Resolution. Neither party shall bring a lawsuit or other proceeding of any 
character in any court to settle any dispute arising out of or relating to this Agreement 
except to compel mediation or arbitration or to enforce the settlement or judgement 
resulting from such proceedings. If a dispute or controversy arises between the parties 
out of or relating to this Agreemen½ the parties agree to submit the dispute to mediation 
in Minneapolis: MN with a neutral third party mediator in accordance with the 
Mediation Rules of the American Arbitration Association. Either party may initiate 
mediation proceedings by advising the other in writing setting forth the nature of the 
dispute. The mediation provisions of this Agreement may be enforced by a court of 
competent jurisdiction in the same manner as petition for arbitration. 

If mediation fails to resolve the dispute: upon written demand by either party, the dispute 
or controversy must be settled by arbitration in accordance with the Commercial 

I 

Arbitration rules of the American Arbitration Association and judgement upon the award 
rendered by the Arbitrator(s) may be entered by any court of competent jurisdiction. The 
Arbitrator(s) shall have no authority to award punitive damages or any other damages hot 
measured by the prevailing party's actual damages, and may-not, in any event make any 
ruling, finding or award that does not conform to the terms and conditions of this 
Agreement. 

14. LIMITATION OF LIABILITY. 

14.1 No Consequential, Exemplary, Etc. Damages. IN NO EVENT SHALL COD MAN 
BE LIABLE TO LICENSEE OR TO THIRD PARTIES FOR ANY INDIRECT, 
SPECIAL, EXEMPLARY OR CONSEQUENTIAL DAMAGES (INCLUDING, 
WITHOUT LIMITATION, ATTORNEY1 S FEES OR LOST PROFITS) ARISING 
OUT OF OR RELATED TO THIS LICENSE AGREEMENT OR THE 
PERFORMANCE OR BREACH THEREOF, EVEN IF CODMAN HAS BEEN 
ADVISED OF THE POSSIBILITY THEREOF. EXCEPT FOR CODMAN'S 

- OBLIGA~IONS PURSUANT TO SECTIONS II.I (e),11.2 (c) AND 12 ABOVE 
CODMAN'S LIABILITY TO LICENSEE HEREUNDER, IF ANY, SHALL IN NO 
EVENT EXCEED THE TOTAL OF ALL MONIES PAID TO CODMAN BY 
LICENSEE UNDER THIS AGREEMENT. 
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14.2 · LIMITATIONS OF DAMAGES FROM LICENSED WORK IN NO EVENT 
SHALL CODMAN BE LIABLE TO LICENSEE OR TO ANY THIRD PARTIES 
FOR ANY DAMAGES RESULTING FROM OR RELATED TO ANY FAILURE 
OF THE LICENSED WORK, INCLUDING, BUT NOT LIMITED TO LOSS OF 
DATA. 

14.3 CAUSES BEYOND C0DMAN'S CONTROL. CODMAN WILL NOT BE LIABLE 
FOR PERFORMANCE DELAYS OR FOR NON-PERFORMANCE DUE TO 
CAUSES BEYOND ITS REASONABLE CONTROL. 

14.4 YEAR 2000 CAUSES. NOTWITHSTANDING ANYTHING TO THE CONTRARY 
IN THIS AGREEMNT, CODMAN SHALL BE RESPONSIBLE FOR ALL LOSSES 
AND DAMGES INCURRED BY THE LICENSEE AS A RESULT OF ANY 
BREACH OF THE REPRESENATATIONS AND WARRANTIES OF SECTION 
11.l(e). 

15. ASSIGNMENT AND SUBLICENSING. 

Licensee shall not, either directly or indirectly, s~ll, transfer, sublicense, as~ign in whole 
or in part, convey, pledge or otherwise dispose of this Agreement, the Licensed Work or 
modifications thereof, or any right, duty or License granted under this Agreement, 
without the prior express written consent of Codman, which shall not be unreasonably 
refused so long as the proposed transfer, sublease, assignment does not expand the scope 
of the License or create additional duties or obligations on the part of Cod.man; provided, 
however, it is specifically agreed and understood that the foregoing prohibition shall not 
be interpreted to prohibit Licensee from selling: transferring, assigning, etc. this 
Agreement and the Attachments incorporated herein, or any rights or duties thereunder, to 
any Affiliate or entity that acquires Licensee or with whom Licensee is merged. Any 
other anempted assignment made without the prior express written consent of Codman is 
null and void and is a material breach of this Agreement. 

Cod.man shall not, either directly or indirectly, sell, transfer, assign in whole or in part, 
this Agreement or any right, duty or license granted under_ this Agreement, without the 
prior express ,vrinen consent of Licensee,. which shall not be unreasonably withheld so 
long as the proposed sale, transfer, assignment does not create additional duties or 
obligations on the part of Licensee; provided, however, it is specifically agreed and 
understood that the foregoi~g prohibition shall not be interpreted to prohibit Codman 
from selling, transferring, assigning, etc. this Agreement, License, or any· rights or duties 
thereunder, to any entity that acquires Codman or with whom Codman is merged. 
Any other ~nempted assignment made without the prior express written consent of 
Licensee is nu11 and void and is a material breach of this AgreernenL 
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16. INDEPENDENT CONTRACTOR STATUS. 

Nothing contained in this Agreement is intended or to be construed to make Codman and 
Licensee partners or joint ventures, or to make the employees, agents or representatives of 
Codman into employees, agents or representative of Licensee or the employees, agents, 
or representatives of Licensee into employees, agents or representatives of Cadman. 

It is intended that the relationship of Codman and Licensee to each other be at all times 
that of an independent contractor. No party to this Agreement shall have any express or 
implied right or authority to assume or create any obligations on behalf of or in the name 
of the other party or to bind the other party to any contract, agreement or undertaking 
with any third party. 

17. GOVERNING LAW. 

19. 

The rights, duties and obligations of the parties and the ,validity, interpretation, 
perfo~ance and legal effect ofthis Agreement shall be governed and determined by the 
laws of the Commonwealth of Massachusetts, including its conflict oflaw rules. 

BINDING EFFECT. 

Subject to the provisions otherwise contained in this Agreement, this Agreement is 
binding on and inures to the benefit of the successors, assigns and legal representatives of 
the respective parties hereto. 

NOTICES. Wherever under this Agreement one party is required or permitted to give 
·written notice to the other, such notice will be deemed given the third day after its 
mailing by one party, postage prepaid to the other party addressed as follows: 

In case of Cadman: 

Codman Group, Inc. 
13 8 River Road 
Andover~ Massachusetts O 1 810 
Attention: Chief Executive Officer 

• In case ofLicensee 

BCBS1'1N, Inc. dba 
Blue Cross and Blue Shield of MN 

• Mail Station R351 PO Box 64560 
St. Paul, MN 55 I 64 
Attention: Bruce Hutchinson 

Any writing which may be mailed pursuant to the foregoing may also be delivered by 
hand or transmitted by telegraph~ telex or telecopier and will be effectjve when received 

by the addressee. Either party may from time to time specify as its address for purposes of 
this Agreement any other address upon giving ten days \Vritten notice thereof to the other 
party. 
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20. ENTIRE AGREEMENT. 

This Agreement, together with all attachments referenced herein, constitutes the entire 
agreement between the parties on the subject matter of this Agreement, and supersedes all 
oral and \Vritten prior representations, agreements and understandings relating to that 
subject matter. 

21. WAIVER AND AMENDMENT. 

No waiver of any breach of any provision of this Agreement shall constitute a waiver of 
any subsequent breach of the same or any other provisions of this Agreement.· This 
Agreement may not be amended, modified, supplemented or rescinded except by a 
writing signed by both parties. 

22. ATTORNEYS' FEES. 

23. 

24. 

In tlie event of any dispute under this Agreement, or if it becomes necessary for a party to 
bring legal action to enforce its rights under this Agreement, the prevailing party in any 
such dispute or legal action or other proceeding shall be entitled to recover its reasonable 
legal fees, costs, and expenses from the other party. • • 

SEVERABILITY. 

If any provision of this Agreement is held by a court of competent jurisdiction to be 
invalid or unenforceable, the remainder of this Agreement which can be given effect 
without the invalid provision shall continue in full force and effect and shall in no way be 
impaired or invalidated. 

HIRING OF EMPLOYEES. 

During the Term of this Agreement and for a period of twelve (12) months thereafter, 
neither party will, ·without the prior written consent of the other: offer employment to or 
employ any person employed then or within the preceding twelve (12) months by the 
other party~ if the person was involved in providing or receiving the services under this 
Agreement. 

25. CAPTIONS. 

The captions of the Sections of this Agreeme~t are inserted for convenience only and are 
not intended to be a part of this Agreement. 

26. COUNTERPARTS. 

This Agreement may be executed in two or more counterparts, each of which shall be 
deemed an originat but all of which shall constitute one and the same instrument. 
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27. EXPORT OF LICENSED WORK. 

If Licensee exports the Licensed Work, it assumes responsibility for complying with 
applicable laws and regulations, and for obtaining required export and import 
authorizations. Licensee will not export or re-export the Licensed Work or any technical 
data in violation of applicable export regulations. 

ACCEPTED BY: 

Codman Group, Inc. 

H,~I-JAEL T. f;;.__yNN 
Name (type or print) 

uM S.l"c:d°"UlJIUM1 .a -o; P).t 
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BCBSM, Inc. 

;~Sf/J~ 
By: Authorized Signature 

\ . w, L-L-11171\._/ ~Lj) 111,D • 

Name (type or print) / 

,: 

cttiEF-,nEtJ[ca_,L- C)Fr-1CE( cJ vP 
Title Date 

Tax ID# 
or Attach a copy of Exemption Certificate, 
if applicable 
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LICENSEE NAME: 

Manufacturer _Model# 

DEC DA2545Sl-
K9 

Note: 
Converting to 

· an HP 
computer in 
mid 1999 

\ 

co·DMAN GROUP, INC. 

ATTACHMENT A 

FOR THE LICENSE YEAR: 1/1/99 
FOR THE PERIOD ENDED: 12/31/00 

Serial# Location Modem Line# 

NI60100V7D 3535Blue 651-688-3783 
Cross Rd. 

Total Number of MCISTM UNIX Processing Sen'ers, End of Period 

Quantity 

Licensee hereby certifies that the above information is true and accurate~ in accordance with 
the terms and conditions of the Agreement. 

j 
• fr/ • t:/~,r-, /7ltu?-1"J h /4,;_/2,'1 
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ATTACHMENT B 

MCJSTM PROFILING ENGINE/QG SYSTEM REQUIREMENTS 

1.0 

2.0 

Software Requirements 

System V UNIX Operating System 
X-Windows/Motif 
TCP/IP 
NFS ( optional) 
C Compiler 
Oracle 7 
SQL Net 
SQL Pl~ . 

Hardware Requirements 

RISC CPU (SMP preferred) 
128MB to I GB Memory 
25GB to 500GB Disk Storage 
CD-ROM 
Network Connection 
Modem (28.8) 
UPS 
4mm DAT 
Direct Telephone Line Connection 
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ATTACHMENT·C 
FEE SCHEDULE AND SCHEDULE OF PAYMENTS: (sec notes) 

I. FEE SCHEDULE: 

Annual License Fee: Year 1 Ycar2 Ycar3 

Base Pandora MCIS License lnduded Jndudcd Included 
4-Adjusted Clinical Grouping" (a) lnduded Jnduded lnclude.d 

Oracle License (b) Included Included Included 
Per M.cmbcr Fee 

(up to 1,500,000 members Jncluded(c) Jnduded(c) lnduded(c) 

CODMANQGFee Jnc/uded Included Included 

Total Annual· License Fee ( c) SJS0,000 S350,000 350,000 

Annual Client Sue.(!Qrt Services @l 

PANDORA MClS Support Fee m.soo $22,500 sn,soo 

{a) Please rc::for to Attachment D. 
{b) Please refer ·to Attachment F. 
(c) A "membd' or "covered lifen means a person v..ilo has health insurance provided by LICENSEE by virtue • 

of employment. or an individual who has purchased a health bendits contract from LICENSEE. A person 
whose health insurance is provided by LICENSEE arid his or her dependents., will each be considered 
individual members. A person is a "member"' regardless of the length of time h£alth insurance benefits 
were provided by LICENSEE dUIU\g a tenn year. These prices ~ based on an mitial membership of 
1.5 million. Additional unique Members in exces.s of 1.5 million in year 1 will be charged at an 
incremental flat rate of S? .500 per year per c:ach increment of 100.000. or pan thereof. unique members. 
Tiic sum of the L5 million unique Members and the purchased 100,000 increments of unique Members 
constitutes the new unique Member threshold in year 2 of tluS Agreem<:ul Additional members in excess 
of the new Year 2 threshold established in December of Year 1 will be charged an incremental fl.at rate of 
$7,500 per y~ per each increment of 100~000 . .or pan thereof: unique Members. The sum of the new 
year 2 threshold and the purchased 100.000 increments of unique Members constirutes the new unique 
Member threshold in year 3 of this agrccrncnl Additional members in excess of the new Y car 3 threshold 
cstablishe.d in December of Year 2· ",jll be charged an incremental flat rate of $7,500 per y~ per each 
incranent of 100,000, or part thereof. unique members. 

(d) AH Travel, Lodging and Out-Of-Pocket Costs will be billed to Licensee, at cost. 
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ATTACHMENT C 
FEE SCHEDULE AND SCHEDULE OF PAYMENTS: 

2. PAYMENT SCHEDULE: 

Year 1 
Due Upon Execution of the Agreement: 

License Fee 
Support Fee 

$350,000 
"$22,500 

Due December 31, 1999: Additional life fees for Year 1 (if any). 

Year2 
Due December 31, 1999: 

License Fee 
Support Fee 

$350,000 
$22,500 

Due December 31, 2000: Additional life fees for Y yar 2 (if any) 

Year 3 ( optional year) 

Due December 31, 2000 if option exercised by Licensee: 
License Fee $350,000 
Support Fee $22,500 

Due December 31, 2001: Additional life fees for Year 3 (if any) 
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ATTACHMENT D 

"ADJUSTED CLINICAL GROUPING" (ACG) LICENSE AGREEMENT 

Agreement is hereby made on January I, 1999 by and between Codman Group: Inc. 
("CODMAN" or "Licensor"), with its principal offices located at Shattuck Office Center, 138 
River Road, Andover, Massachusetts 01810 and BCBSM, Inc., dba Blue Cross and Blue Shield 
of Minnesota._("Licensee"): 

Subject to the TERMS AND CONDITIONS of this Agreement, COD MAN agrees to license to 
Licensee and Licensee agrees to accept from COD MAN, in consideration of payment in full to 
COD MAN of the applicable annual fee, the programs described below. 

1. GRANT OF LICENSE 

Licensor hereby grants Licensee, unless terminated as provided in this Agreement, a 
renewable non-exclusive non-transferable license to use one (1) copy of the "Adjusted • 
Clinical Grouping" Programs ("The Programs") subject to the following terms, 
conditions: and restrictions. Licensee hereby agrees that it is contracting for a license ­
whose term is coextensive with term of the PANDORA® MCIS™ License of which it is 
a part. Licensee's use of the Programs shall be used only for purposes of sen1ing 
Licensee's internal business needs, which internal business needs may not include (a) use 
or access by entities other than Licensee, or (b) the provision of service bureau or facility 
management sen1ices. Licensee may relocate the Programs, at no additional cost, from 
one MCIS™ UNIX Processing Server to another, upon advance written notice to 
Licensor. Licensee may make copies of the Programs solely for non-productive backup 
purposes. Licensee may not assign its rights in the Programs ·hereunder without the prior 
written consent of Owner, to be requested by Licensor upon ·written request by Licensee. 

2. TITLE TO AND OWNERSHIP OF PROGRAMS, MODIFICATIONS 

Licensee acknowledges that certain Programs licensed hereunder are the commercially 
valuable, proprietary products and property of The Johns Hopkins University or CSC 
Healthcare Systems (hereafter "Owner" or "Owners"). Licensee further acknowledges 
that the Ovmers have invested substantial time and economic resources in the design and 
development of the Programs, which required the efforts of skilled development experts~ 
and that the Ovvners treat the Programs as -confidential and that the Programs constitute 
trade secrets of the Owners: regardless of whether the Programs are or may be 
copyrighted or patented. Title, full ownership and all proprietary rights to its Programs 
shall remai~ with each Owner. Licensee shall neither receive nor retain any interest in the 
Programs ( other than the right to use the Programs in accordance with the provision of 
this Agreement) nor will any right be vested in Licensee to transfer use of the Programs 
to any other entity. Licensee agrees that modifications 0 customizations and enhancements 
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of the Programs whether made by Licensee, a third party, CSC Healthcare Systems, or 
The Johns Hopkins University shall belong solely and exclusively to The Johns Hopkins 
University or CSC Healthcare Systems as dictated by CSC Healthcare Systems and The 
Johns Hopkins University. Any such modification, customizations, and enhancements 
made by CSC Healthcare Systems or The Johns Hopkins University at the request of and 
paid for by Licensee shall be licensed to Licensee by CSC Healthcare Systems under the 
same terms and conditions of this Agreement as are applicable to the Programs. 

3. LICENSEE'S RESPONSIBILITIES 

Licensee acknowledges and agrees that Licensor's role under this Agreement is solely that 
of a supplier and that it is solely the Licensee's responsibility to determine its own data 
processing requirements and to satisfy itself that the Programs meet such requirement. 
The Licensee further acknowledges and agrees that it is responsible for the selection and 
use of the Programs to achieve Licensee's intended results. Licensee hereby absolutely 
and unconditionally agrees to indemnify and defend Licensor, CSC Healthcare Systems 
and The Johns Hopkins University and to hold Licensor, CSC Healthcare Systems and 
The Johns Hopkins University harmless from and against any and all claims, liabilities, 
costs, expenses, losses, suites, damages or causes of action (including reasonable atto~ey 
fees) arising, made, incurred, or suffered, directly or indirectly, by any person from or in 
connection with Licensee's use of any of the Programs. 

Licensee shall keep and make available to Licensor, upon request, records of and account 
for the use and distribution of all copies of the Programs made by Licensee. 

4. . NON-DISCLOSURE 

Licensee agrees not to transfer, distribute or disclose the Programs, or any part thereof, to 
any other person, firm or corporation. Licensee shall use all reasonable efforts to confine 
knowledge and use of the Programs solely to its employees who require such knowledge 
and use thereof in the ordinary course and scope of their employment by Licensee. 

• Licensee shall not permit access to or use of the Programs by third parties, including, but 
not limited to, consultants, ·without the prior written consent of an authorized officer of 
the Owners. 

Licensee further agrees that, except for ordinary and necessary backup purposes, it will 
• not use, or have made, any copies. of the programs oi- part thereof. The provision of this . 
section shall apply to any material or information related to the Programs provided to 
Licensee prior to, and during, the term of this Agreement and shall survive the 
termination of this Agreement. 

Unauthorized use, disclosure or transfer of copies of the Programs, or information 
contained therein, will diminish substantially the value of the Programs to the Owners. • 
Accordingly, if Licensee breaches any of its o~ligations set forth in Section 4, the Owriers 
will be entitled to equitable relief, including orders for specific performance and 
injunctions: as well as monetary damages. 
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5. LIMITED WARRANTY 

The Johns Hopkins University has waminted that the Programs will function substantially 
in accordanee with the documentation for a period of ninety (90) days from the date of 
installation. Licensee acknowledges and agrees that Licensor is passing through this 
warranty from The Johns Hopkins University and that there are no other 
warranties hereunder. 

The Owners shall not be responsible for Program malfunctions that are not connected to 
the logic of the Programs or that are the result ,of events, circumstances, or conditions 
beyond the Owners' control. 

6. WARRANTY DISCLAIMER 

THE OWNERS AND LICENSOR DO NOT WARRANT THAT THE PROGRAMS 
WILL MEET LICENSEE'S REQUIREMENTS OR THAT THEY WILL 
OPERA TE IN COMBINATION WITH SOFfW ARE OR EQUIPMENT 
OBTAINED BY LICENSEE FROM ANOTHERSOURCE, OR THAT 
OPERATION OF THE PROGRAMS WILL BE ERROR FREE. THE 
WARRANTY CONTAINED IN SECTION 5 IS IN LIEU OF ALL OTHER 
WARRANTIES. THE OWNERS.DISCLAIM ALL OTHER WARRANTIES 
EXPRESS OR IMPLIED, INCLUDING BUT NOT LIMITED TO THE 
\V ARRANTIES OF MERCHANT ABILITY AND FITl\~SS FOR A 
PARTICULAR USEUSE OR PURPOSE. 

7. LIMITATION OF LIABILITY 

Licensee· agrees the liability of Licensor and the Owners to Licensee for any loss, 
• injury, damage or expense arising directly or indirectly from the Programs or 
additional products or services rendered hereunder shall not exceed the license fees 
paid by _Licensee for use of the Programs under this Agreement. 
Und_er no circumstances shall the Owners be liable for procurement of substitute 
products or sen·ices or for any indirect, special, or consequential damages, whether 

. based upon contract, tort, or any other legal theory, including but not limited to, 
any lost profits or third party claims against Licensee arising from CSC Healthcare 
Systems' performance or non-performance under this Agreement, even if the 
Owners have been advised of the possibility of such damages. 

8. RIGHT TO AUDIT 

Licensor shall be entitled, not more than one time per year during the Tenn of this 
Agreement, upon reasonable notice and during regular business hours, to audit Licensee's 
enro1lment records for the purpose of substantiating the accuracy of Jicense fee 
calcu)ations. 

• L>SJ s.:.,·a:s on tN'JU>"n, u; nt 
L.:»,,t printed tll(J'tcv.v9 .11t": r,.,1 
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9. _ LICENSE FEES 

Licensee's annual fee for this ACG License is included in the fee for the PANDORA® 
MCIS™ license of which this sublicense is a part, and the term of this license is 
coextensive with the term of the PANDORA® MCIS™ license. The additional MCIS™ 
per Member fee quoted on Attachment C is inclusive of ACG fees, and will be based oh 
the periodic computation formula specified in Section 7 .5 (b ). 

ACCEPTED BY: 

Codman Group, Inc. 
Company Name 

H~ Aut~ 

th~HAEL ::r. , C1...v.,/./ 
Name (type or print) 

Pt-E-S[DENT . J, <!EO 
Title 

Date r 1 

PO# -----------

Tax ID# 

Jl.O ~""ot1..-coocna1U..tNGY"t'iconCC1akODU:1ct ~ 

BCBSM 

Name (type or print) 1 

C Hi fE:rl_1 ej)_ i <Jl.L 6[r/cd!_ cj V /J 
Title 

b-Jtf-fj 
Date 

~ S.:..cd °" O(,JIU1'1t J ·Uj l''M 

l.asr P""'cd •l(.ltlJN'1 • OJ P•I 
?',ol'l.J 
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ATTACHMENT E 
PANDORA® MCJSTM BASIC PROGRAM FUNCTIONS 

The Pandora® MCIS Software System will generate age/gender adjusted and ACG adjusted (if 
applicable) utilization and cost information for user-specified cause of health care service, 
including physician services, inpatient hospitalizations, major ambulatory surgical and diagnostic 
procedures, outpatient visits, pharmaceutical prescriptions, and other types of service. These 
utilization rates can be produced for any defined population of members or patients, including 
members residing in a specified geographic area, subscribers and dependents of a set of employer 
groups, members assigned to specific primary care physicians, or patients of a defined set of 
specialists. 

• CODMAN also provides all Pandora® MCIS customers with the CODMAN Case Type Library, 
which includes clinically proven service categ~ries for analysis based on ICD, CPT and DRG 
coding schemes. 

Results produced by Pandora® MCIS are available to the end user via CODMAN's interactiv·e 
_ Pandora® Display software tool, and can be displayed in tables and color bar charts, maps and 
time trends. Pandora® Display also allows access to frequency distributions that may display 
drill-down level data by individual provider (physician or hospital, provider group, employer, 
line of business, type of service, place of service, or other specified information. 

Standard reports produced by Pandora® MCIS include information by defined population for 
each case type, by case type for each population, and summary reports by case type and defined 
population . 

..!.10·\"·ort'.c.onux,s.,,.~'NtconcCl('d..."'l;>ntDCl.dOC U11 »,cd on IK./lfl"Y"V .i -o; r,..1 
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ATIACHMENTF 

ORACLE RUNTIME LICENSE AGREEMENT 

Codman Group, Inc. ("CODMAN" or "Reseller") and BCBSMN, Inc., dba Blue Cross Blue 
Shield of Minnesota ("End-User Customer") have entered into a PANDORA® Managed Care 
Information Systems Software License and Maintenance Agreement, of which this Runtime 
License is a part. Included in the PANDO RA® License is certain software ("the Software") 
licensed to CODMAN by Oracle Corporation ("Oracle") and sublicensed by CODMAN to End­
User Customer under the following terms and conditions. End-User Customer receives no right 
to use the Software except by the grant of this License by Reseller. 

1. The Software may only be used on the single Licensed MCIS™ UNIX Processing Server 
defined in Section 2.2 of the PANDORA® MCIS™ Software License and Maintenance 
Agreement of which this License is a part. The Software may be used only in object code 
form by a maximum number of eight (8) concurrent Runtime Users per CPU for End­
User Customer's own internal data processing only. The term "Runtime User" means an 
individual who is authorized by End-User Customer to use this Oracle Runtime program 
as a component of the PANDORA® MCIS™ Software License. 

2. Transfer or duplication of the .Software is prohibited except for temporary transfer by 
End-User Customer in the event of the Licensed MCIS™ UNIX Processing Server 
malfunction and the making of a single backup or archival copy. 

3. Assignment, time-sharing or rental of the Software is prohibited. 

4. Use of the Software for any purpose outside the scope of the License granted pursuant to 
Section I.I of the PANDORA® MCIS™ Software License and Maintenance Agreement 
is prohibited. 

5. The reverse engineering, disassembly or recompilation of the Software is prohibited. 

6. In no event shall title to the Software pass to End-User Customer by virtue of the License 
granted pursuant to this Agreement. 

7. Oracle's Liability for any damages, whether direct, indirect, incidental or consequential 
. arising from the use of the Software is hereby disclaimed_ 

8. At the termination, cancellation or expiration of the PANDO RA® MCIS™ Software 
License and Maintenance Agreement of which this Runtime License is a part, End-User 
must discontinue use of this Software and destroy or return to COD MAN the Software, 
all documentation thereofand all archival or other copi~s o( the Software. 

2so··.-'t>f'l•.contr~,_,r.,u.~oncoak0"1na doc usi P«"" ~,..,.,., >:<,; P'l>I 
L,st pn:»dJ O(Jtor,, ..& Ui PM 
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9. End-User is hereby restricted from publishing any results of benchmark tests run 
. on the Software: without explicit written authorization from Oracle. 

10. End.,.User is prohibited from transferring or using the Software outside the United States. 

11. The parties to this Agreement specifically agree that Oracle is a third-party beneficiary of 
this Runtime License Agreement. 

12. As a condition to its ability to use th<: Softw3:Te, End-User warrants that the Software will 
not be used in any nuclear, aviation, mass-transit application, or in any other inherently 
dangerous application. End-User specifically agrees that neither CODMAN rior Oracle 
shall be liable for any claims or damages on the part of any party arising from any such 
prohibited use. End-User specifically agrees to indemnify and hold CODMAN and 
Oracle harmless for any claims for losses, costs, damages or liability arising out of or in 
connection with the use of the Software in such applications. 

EFFECTIVE DATE: 

Codman Group, Inc. 

ADDRESS: 
• Shattuck Office Center 

138 River Road 
Andover, MA 01810 

Hu:.1-111 € L T. b ,L Yivrt 
(Typed or Printed Name) 

(BCBSM, Inc., dba Blue Cross and Blue 
Shield of Minnesota 

ADDRESS: 
3535 Blue Cross Road 
PO Box 64560 
St. Paul, Minnesota 55164 

' ' .J'1 Wtl-L-, ll1~ H.;L-0., /r1 1...v \ 
(Typed or Printed Name) 

A 

TITLE: &&~ !DENT cf C {; 0 TITLE: { 11:7 2-P ,111::_?J / C£lt_,__oFPt u;d<__ 
. . c/ ilP 

2,0:ni..ort. COftU'XtS.-~Ni•"IVY:OffCOcd(ontncl doc L><• ~~OU_,..,.... Cl~ l'~I 

t.- pm,tcd ,.,.....,.,.,.. • .••~ ,.,., 

DATE: b - IL/ - C['t 
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Cod man Group, Inc. 
Oracle License Attachment 

The Oracle License will be installed on the following computer at: 

Name of Organization: BCBSM, Inc_ dba 

Address: 

Computer Make: 

Computer Model : 

Number of CPU's: 

Operatin_g System: 

Blue Cross and Blue Shield of Minnesota 

·3535 Blue Cross Road 

PO Box 34560 
St. Paul, MN 55164-0560 

DEC 

Alphaserver2100A • 

4 

Digital Unix, V4.O.B. 

Number of Concurrent Oracle 7 Users: 5 

Number ofNamed SQL PlusUsers: 5 

Other SW # of Users: 

Licensee hereby certifies that the above information . is true and. accurate. 

lbO:,•'Of'I: .c~_,f.\:i,t-fk»ncacdcon,10a .doc L>t,, »'·aS 0" O{Jlorrl .£ u; h t 
Ltu pnrw.cd 1JG,111.,.,-, .a ·u:; ~1 

b - JL/ ~19 
Date 
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Printed Name 

Title 

ATIACHMENTG . 

ST A TE1\1ENT OF CURRENT MEMBERSHIP 

In accordance with Section 7.5 (b) of the PANDORA® Managed Care Information System 
Software License and Maintenance Agreement, Licensee hereby states that the unique member 

• count contained in the PANDORA® MCISlM e~ollment file(s) of the Licensed Work for all lines 
of business of Licensee as well as its affiliates is I , 51 2 , 3 5 7 as of 9 / 30 " ___ , 199 JL. 

In accordance with Section 7.5 (b) of the PANDO RA® Managed Care Information System . 
• Software License and Maintenance Agreement, Licensee hereby states that the unique member 

count contained in the ACG output file(s) of the Licensed Work for all lines of business of 
Licensee as well as its affiliates is 1,569,538 as of 9/30 , 199-1!_. 

Corporate Officer's Signature 

William Gold, M. D. 

Name (t)'pe or print) 

Chief Medical Officer and 
Vice President, Health Management 

Title 

Dac'e 

PM1DORA® MCIS™ License Agreement 
Page 32 

Preparer' s Signature 

Bruce Hutchinson 

Name (type or print) 

Manager, Applications 

Title 

s/2.J /cJ7 
I 

Date 
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A TT A CHMENT H 

SOFTWARE SOURCE CODE ESCROW AGREEMENT 

# BJ~L-L-( I LL? 

This agree ent is made and entered into as of January I, 1999, by and between the Codman 
Group, I . (CG), a Delaware corporation with offices iri Andover, Massachusetts, BCBSM, Inc., _ 
dba Blu Cross and Blue Shield of Minnesota with offices in St Paul, Minnesota, and-Brooks 
McNall \Vhittingtou Pl:atto & Vitt, a Vermont geoeral partnership with offices in :Nonuich, 

Yerment("EscrowAgent"). l£2,ANctv,r'1t+ ;;~_./ __ - ,,.b/·~:/1,l:f ~ -. 
A. STATEMENTOFFACTS ~ .,, ,., 't '~ 

l ~ CG is distributing computer programs ("Software") to BCBSM pursuant to certain 
Software License Agreements between CG and BCBSM, to which this Software 
Source Code Escrow Agreement constitutes Schedule H, and therein agrees to 
provide ongoing maintenance for such Software to BCBSM. 

2. BCBSM seeks assurances that the Software will be maintained for as long as it is in 
use by BCBSM and/or customers ofBCBSM, regardless of CG's ability to perform 
such maintenance. 

3. The ·source code form of the Software (the "Code") and all related technical 
documentation are necessary to enable the party in pos_session thereof to provide any 
required maintenance for the Software. 

4. The Code contains confidential information of CG and, therefore, CG does not 
typically pro~de the Code to any of its customers, including BCBSM, as part of the 
Softw~e packaged and distributed in the normal course of business by CG. 

5. The Software Source Code Escrow Agreement is intended by CG to constitute a 
mechanism by which the Code.may be escrowed with the Escrow Agen½ so that 
BCBSM may have access to the Code to maintain the Software for itself and/or its 
customers in the event CG proves unable to perform such maintenance for BCBSM. 

• 6. The Escrow Ag~nt is able and willing to enter into this Software Source Code Escrow 
• Agreement upon the terms and conditions set forth hereinbelow. 

B. STATEMENT OF AGREEMENT 

1. CG shall place the Code in escrow with the Escrow Agent and agrees promptly to 
provide to the Escrow Agent any and all modifications and updates to the Code 
pertaining to the Software that CG has distributed to BCBSM which is presently in 
use by BCBSM and /or customers of BCBSM. 

2. The Escrow Agent agrees to hold the Code in escrow and to deliver it to BCBSM or 
CG, as the case may be, only upon the conditions set forth in paragraph 3 and 
paragraph 4, respectively, of this Software Source Code Escrow Agreement. 

un ~ ed"" MIIOIH 1:01 '1>1 
u.- ,,.....,S Mtlo,tt ~:Ol r,.1 

)Jo(:µ 

BCBSM 80860 



3. The Escrow Agent agrees to deliver the Code to_ CG if and when: 
a. CG notifies the Escrow Agent in writing that the Software License Agreement 

between BCBSM and CG has terminated for cause or expired of its own terms. 
b. CG notifies the Escrow Agent in writing that CG's own archival backups of its 

.computer systen:is have been destroyed and temporary access to the Code is 
needed to recreate such systems. 

4. The Escrow Agent agrees to deliver the Code to BCBSM if and when: 
a. CG at any time authorizes such delivery in writing. 
b. BCBSM notifies the Escrow Agent in writing that CG is unable to provide 

maintenance for the Software at the agreed upon fee and certifies that BCBSM 
has·paid all invoiced bills to CG and is not otherwise in default under the 
Software License Agreement between BCBSM and CG. BCBSM must 
simultaneously provide a copy of such notice to CG by registered or certified 
mail addressed to CG, 138 River Road, Andover, Massachusetts 01810. 

c. CG or its successor fails to dismiss a case filed against it under the United States 
Bankruptcy Code, 11 U.S.C. Section 101 et seq., within ninety (90) days of the 
date of filing; or 

d. BCBSM receives written notification that CRG has made an assignment for the 
benefit of its creditors in order to avoid the filing by a creditor of an action that 
would materially affect the stability of CG; or 

e. CG is voluntarily or involuntarily dissolved; or 
f. Receivership proceedings are instituted by or against CG pursuant to which a 

receiver is appointed by a court of competent jurisdiction and no stay of such 
receivership proceedings has been obtained by CG within 30 days after such 
appointment; or 

g. CG or its successors has ceased ongoing business operations or the licensing , 
maintenance and support of the Software for a period of at least ninety (90) 
consecutive days. 

5. The Escrow Agent may, but shall not be obligated to, investigate the facts and 
circumstances of any matter alleged by either party under this Software Source Code 
Escrow Agreement, and shall have a reasonable time to do so before being required to 
deliver the Code hereunder. In no event shall the Escrow Agent deliver the Code to 
BCBSM sooner than thirty (30) days from the date of receipt of any notice or 
certification hereunder, except _by the written direction of CG. In the event of an 
umesolved dispute under this Software Source Code Escrow Agreement ( e.g., if CG 

_ contests the notice and/or certification described in paragraph 4b. above), the Escrow 
Agent may deliver the Code to the registry of a court of competent jurisdiction for 
judicial resolution of the dispute and be relieved of all further obligations under this 
Software Source Code Escrow Agreement. _ 

6. The Escrow Agent shaJl not be liable to either party hereunder for its actions as 
• escrow agent except for gross negligence, and shall be entitled to charge reasonable 
fees fQr its services, and be reimbursed for all out-of-pocket expenses, which fees and 
expenses shall be borne equally by CG and BCBSM. _ 

; )0 ·,._of'l \con1r,o1\)..~~once1cdcomoa..doc Laa S..-·cd - 04/111199 • .oJ ~• 
Lou pn,,,ccl ~IQ/ff A:0) ~ 

BCBSM 80861 



7. In the event the Escro~ Agent delivers the Code to BCBSM under the terms of this 
Software Source Code Escrow Agreement, BCBSM expressly represents, warrants, 
and agrees as follows: 
a. BCBSM will use the Code solely for the maintenance of the Software sold to it 

by CG. 
b. BCBSM will not disclose, sell or transmit the Code to any third party, and will 

not permit its employees or agents to do so, without the .express written consent 
ofCG. 

c. BCBSM will not assume or claim any proprietary rights in or to the Code or any 
products which it might derive from the Code. 

d. BCBSM will be liable to CG for reasonable damages, but excluding special, 
indirect, incidental or consequently damages, arising out of the unauthorized use 
or exploitation of the Cod in the event BCBSM has acted with negligence or the 
equivalent level of disregard for the rights of CG in the Code. 

8. This agreement constitutes the entire agreement between the parties with respect to 
the Code and there are no terms other than those contained herein. No variation 
hereof shall be deemed valid unless in writing and signed by the parties hereto. 

9. This agreement shall be governed by and construed in accordance with the laws of the 
State of Massachusetts. 

• 10. All notices hereunder shall be deemed given when delivered or sent by certified mail, 
return receipt requested, to the last known address of the other party. 

11. The waiver by either party of a breach of any provision of this Software Source Code 
Escrow Agreement shall not operate or be construed as a waiver of any subsequent 
breach. 

12. 1bis Software Source Code Escrow Agreement shall be binding upon, and shall inure 
to the benefit of, the parties hereto and their respective heirs, executors, legal 
representatives, and successors. 

In witness whereof, the parties hereto have executed this Software Source Code Escrow 
Agreement as of the dates indicated. 

The Codman Group, Inc. . 

Date: /1 ~ f1'i 1 . _______ .....__,; __ _ 

t..11 :S,.. al °" ll!>/IQ"tt •11J r,.1 
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Amendment Number One 
to the 

Pandora Managed Care Infonnation System Software License and Maintenance Agreement 
Between BCBSM, Inc., dba Blue Cross and Blue Shield of Minnesota and 

The Codman Group, Inc. 

This amendment ("AmendmenC,) is made, entered into and effective this July 13, 1999, between 
BCBSM, Inc., dba Blue Cross and Blue Shield of Minnesota, hereinafter referred to as 
uLi~ensee,'~ and Cod.man Group, Inc., hereinafter referred to as uCodman,, and hereby amends 
the Pandora Managed Care Information System Software and License Agreement between · 
BCBSM, Inc., dba Blue Cross and Blue Shield of Minnesota and The Codman Group dated 
January I, 1999 (hereinafter referred to as uAgreement,,). 

NOW THEREFORE, for good and valuable considerations, the parties agree as follows: 

1. Attachment H to the Agreement is deleted in its entirety and replaced by revised Attachment 
H (attached). 

No other changes to the Agreement are made by this Amendment and, in all other aspects, the 
Agreement as amended by this Amendment, remains the same. 

IN WITNESS WHEREOF, the parties hereby execute this Amendment. 

BCB;M,In) cL' . . 
By/4 F . 
Title: CH,a=- JJ1£1)JGl_j_ OFFtcdcjvP 

Date: 9-cJI- fl/ 

CODMAN GROUP, INC. 

" By: f-/-- -

Title: & E,s 11:; EN r 1-_ L f= c7 

Date: i I h jq9 
/ ' • 
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ATTACHMENT H 

PREFERRED ESCROW AGREEMENT 

Account Number 0315418-00001-0203008 

This Agreement is effective January t 1999 among DSI Technology Escrow Services, Inc. 
{"OSI"), The Codman Group, Inc ("Depositor") and BCBSM, Inc., dba Blue Cross and Blue 
Shield of Minnesota ("Preferred ~eneficiary"), who collectively may be referred to in this 
Agreement as "the parties." 

A. Depositor and Preferred Beneficiary have entered or will enter into a license agreement, 
development agreement, and/or other agreement regarding certain proprietary technology of 
Depositor (referred to in this Agreement as "the License Agreement"). 

B. Depositor desires to avoid disclosure of its proprietary technology except under certain 
limited circumstances. 

C. • The availability of the proprietary technology of Depositor is critical to Preferred 
Beneficiary in the conduct of its business and, th~refore, Preferred Beneficiary needs access to 
the proprietary technology under certain limited circumstances. 

D. Depositor and Preferred Beneficiary desire to establish an escrow with DSI to provide for 
the retention, administration and controlled access of the proprietary technology materials of 

. Depositor. 

E. The parties desire this Agreement to be supplementary to the License Agreement 
pursuant to 11 United States [Bankruptcy] Code, Section 365(n). 

ARTICLE I -- DEPOSITS 

1.1 Obligation to Make Deposit. Upon the signing of this Agreement by the parties, 
Depositor shall deliver to DSI the proprietary technology and other materials ("Deposit 
M_aterials") required to be deposited by the License Agreement or, if the License Agreement does 
not identify the materials to be deposited with OSI; then such materials will be identified on an 
Exhibit A. If Exhibit A is applicable, it is to be prepared and signed by Depositor and Preferred 
Beneficiary. DSI shall have no obligation with respect to the preparation, signing or delivery of 
Exhibit A. 

1.2 Identification of Tangible Media. Prior to the delivery of the Deposit Materials to OSI, 
Depositor shall conspicuously label for identification each document, magnetic tape, disk, or 
other tangible media upon which the Deposit Materials are written or stored. Additionally, 
Depositor shall complete Exhibit B to this Agreement by listing each such tangible media by the 
item label description, the type of media and the quantity. · The Exhibit B must be signed by 
Depositor and delivered to OSI with the Deposit Materials. Unless and until Depositor makes 
the initial deposit with OSI, OSI shall have no obligation with respect to this Agreement, except 
the obligation to notify the parties regarding the status of the deposit account as required in 
Section 2.2 below. 

BCBSM 80864 • 



1.3 Deposit Inspection. When DSI receives the Deposit Materials and the Exhibit B, OSI 
will conduct a deposit inspection by visually matching the labeling of the tangible media 
containing the Deposit Materials to the item descriptions and quantity listed on the Exhibit B. In 
addition to the deposit inspection, Preferred Beneficiary may elect to cause a verification of the 
Deposit Materials in accordance with Section 1.6 below. 

I .4 Acceptance of Deposit. At completion of the deposit inspection, if DSI determines that 
the labeling of the tangible media matches the item descriptions and quantity on Exhibit B, DSI 
will date and sign the Exhibit B and mail a copy thereof to Depositor and Preferred Beneficiary. 
If DSI determines that the labeling does not match . the item descriptions or quantity on · the 
Exhibit B, DSI will (a) note the discrepancies in writing on the Exhibit B; (b) date and sign the 
Exhibit B with the exceptions noted; and ( c) mail a copy of the Exhibit B to Depositor and 
Preferred Beneficiary. DSI's acceptance of the deposit occurs upon the signing of the Exhibit B 
by DSL Delivery of the signed Exhibit B to Preferred Beneficiary is Pref erred Beneficiary's 
notice that the Deposit Materials have been received and accepted by OSI. 

1.5 Depositor's Representations. Depositor represents as follows: 

a. Depositor lawfully possesses all of the Deposit Materials deposited with DSI; 

b. With respect to all of the Deposit Materials, Depositor has the right and authority 
to grant to OSI and Pref erred Beneficiary the rights as provided in this 
Agreement; 

c. . The Deposit Materials are not subject to any lien or other encumbrance; 

d. The Deposit Materials consist of the proprietary technology and other materials 
identified either in the License Agreement or Exhibit A, as the case may be; and 

e. The Deposit Materials are readable and useable in their current form or, if the 
Deposit Materials are encrypted, the decryption tools and decryption keys have 
also been deposited. 

1.6 Verification. Preferred Beneficiary shall have the right, at Preferred Beneficiary's 
expense,. to cause a verification of any Deposit Materials. A verification determines, in different 
levels of detail, the accuracy, completeness, sufficiency and quality of the Deposit Materials. If 
a verification is elected after the Deposit Materials have been delivered to OSI, then only OSI, or 
at DSI's election · an independent person or company selected and supervised by DSI, may 
perform the verification. 

I. 7 Deposit Updates. Unless otherwise provided by the License Agreement, Depositor shall 
update the Deposit Materials within 60 days of each release of a new version of the product 
which is subject to the License Agreement. Such updates will be added to the existing deposit. 
All deposit updates shall be listed on a new Exh.ibit • B and the new Exhibit B shal I be signed by 
Depositor. Each Exhibit B will be held and maintained separately within the escrow account. 
An independent-record will be created which will document the activity for each Exhibit B. The 
processing of all deposit updates shall be in accordance with Sections 1.2 through 1.6 above. All 
references in this Agreement to the Deposit Materials shall include the initial Deposit Materials 
and any updates. 

Page 2 P99vl 
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1.8 Removal of Deposit Materials. The Deposit Materials may be removed and/or 
exchanged only on written instructions signed by Depositor and Preferred Beneficiary, or as 
otherwise provided in this Agreement 

ARTICLE 2 -- CONFIDENTIALITY AND RECORD KEEPING 

2.1 Confidentiality. DSI shall maintain the Deposit Materials in a secure, environmentally 
safe, locked facility which is accessible only to authorized representatives of DSI. DSI shall 
have the obligation to reasonably protect the confidentiality of the Deposit Materials. Except as 
provided in this Agreement, DSI shall not disclose, transfer, make available, or use the Deposit 
Materials. DSI shall not disclose the content of this Agreement to any third party. If DSI 
receives a subpoena·or·other order of a court or other judicial tribunal pertaining to the disclosure 
or release of the Deposit Materials, DSI will immediately notify the parties to this Agreement. It 
shall be the responsibility of Depositor and/or Preferred Beneficiary to challenge any such order; 
provided, however, that DSI does not waive its rights to present its position with respect to any 
such order. DSI will nor be required to disobey any court or other judicial tribunal order. (See 
Section 7.5 below for notices of requested orders.) 

2.2 Status Reports. DSI will issue to Depositor and Preferred Beneficiary a report profiling 
the account history at least semi-annually. DSI may provide copies of the account history 
pertaining to this Agreement upon the request of any party to this Agreement. 

2.3 Audit Rights. During the term of this Agreement, Depositor and Preferred Beneficiary 
shall each have the right to inspect the Written records of DSI pertaining to this Agreement. Any 
inspection shall be held during normal business hours and following reasonable prior notice. 

ARTICLE 3 -- GRANT OF RIGHTS TO DSI 

3.1 Title to Media~ Depositor hereby transfers to DSI the title to the media upon which the 
proprietary technology and materials are written or stored. However, this transfer does not 
include the ownership of the proprietary technology and materials contained on the media such 
as any copyright, trade secret, patent or other intellectual property rights. 

3.2 Right to Make Copies. OSI shall have the right to make copies of the Deposit Materials 
as reasonably necessary to perform this Agreement. DSI shall copy all copyright, nondisclosure, 
and other proprietary notices and titles contained on the Deposit Materials onto any copies made 
by DSI. With all Deposit Materials submitted to DSI, Depositor shall provide any and all 
instructions as may be necessary to duplicate the t>eposit Materials including but not limited to 
the hardware and/or software needed. 

3.3 Right to Transfer Upon Release. Depositor hereby grants to DSI the right to transfer the 
Deposit Materials to Preferred Beneficiary upon any release of the Deposit Materials for use by 
Preferred Beneficiary in accordanc;e with Section 4.5. Except upon · such a release or as 
otherwise provided in this Agreemen~ DSl shall not transfer the Deposit Materials. 

- ARTICLE 4 -- RELEASE OF DEPOSIT 

Page 3 P99v) 
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4. I Release Conditions. As used in this Agreement, "Release Condition" shall mean the 
following: 

a. Depositor's failure to carry out obl_igations imposed on it pursuant to the license 
agreement; or 

b. Depositor's failure to continue to do business in the ordinary course. 

4.2 Filing For Release. If Preferred Beneficiary believes in good faith that a Release 
Condition has • occurred, Preferred Beneficiary may provide to OSI written notice of the 
occurrence of the Release Con~ition and a request for the release of the Deposit Materials. Upon 
receipt of such notice, OSI shall provide a copy of the notice to Depositor by commercial express 
mail. 

4.3 Contrary Instructions. From the date OSI mails the notice requesting release of the 
Deposit Materials, . Depositor shall have ten business days to deliver to OSI Contrary 
Instructions. "Contrary Instructions" shall mean the written representation by Depositor that a 
Release Condition has not occurred or has been cured. Upon receipt of Contrary Instructions, 
OSI shall send a copy to Preferred Beneficiary by commercial express mail. Additionally, DSI 
shall notify both Depositor and Preferred Beneficiary that there is a dispute to be resolved 
pursuant to the Dispute Resolution section (Section 7.3) of this Agreement. Subject to Section 
5.2, DSI will continue to store the Deposit Materials without release pending (a) joint 
instructions from Depositor and Preferred Beneficiary; (b) resolution pursuant to the Dispute 
Resolution provisions; 9r ( c) order of a court. 

4.4 • Release of Deposit. If OSI does not receive Contrary Instructions from the Depositor:· 
OSI is authorized to release the Deposit Materials to the Preferred Beneficiary or, if more than 
one beneficiary is registered to the deposit, to release a copy of the Deposit Materials to the 
Preferred Beneficiary. However, OSI is entitled to receive any fees due DSI before making the 
release. Any copying expense in excess of $300 will be chargeable to Preferred Beneficiary. 
This Agreement will terminate upon the release of the Deposit Materials held by OSI. 

4.5 · Right to Use FolJowing Release. Unless otherwise provided in the, License Agreement, 
upon release of the Deposit Materials in accordance with this Article 4: Preferred Beneficiary 
shall have the right to use the Deposit Materials for the sole purpose of continuing the benefits 
afforded to Preferred Beneficiary by the License Agreement. Preferred Beneficiary shall be 
obligated to maintain the confidentiality of the released Deposit Materials. 

ARTICLE 5 - TERM AND TERMINATION 

5.1 . Term of Agreement. The initial term of this Agreement is for a period of one year. 
Thereafter, this Agreement shall automatically renew from year-to-year unless (a) Depositor 
and Preferred Beneficiary jointly instruct OSI in writing that the Agreement is terminated; or (b) 
the Agreement is . terminated by OSI for nonpayment in accordance with Section 5.2. If the 
Deposit Materials are subject to another escrow agreement with DSI, OSI reserves the right, after 
the initial one year term, to adjust the anniversary date of this Agreement to match the then 
prevailing anniversary date of such other escrow arrangements. 

5.2 Termination for Nonpayment. In the event of the nonpayment of fees owed to OSI, DSI 
shall provide ·written notice of delinquency to all parties to this Agreement. Any party to this 
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Agreement shall have the right to make the payment to DSI to cure the default. If the past due 
payment is not received in full by OSI within one month of the date of such notice, then DSI 
shall have the right to tenninate this Agreement at any time thereafter by sending written notice 
of termination to all parties. DSI shall have no obligation to take any action under this 
Agreement so long as any payment due to DSI remains unpaid. 

5.3 Disposition of Deposit Materials Upon Termination. Upon termination of this 
Agreement, OSI shall destroy, return, or otherwise deliver the Deposit Materials in accordance 
with Depositor's instructions. If there are no instructions, OSI may, at its sole discretion, destroy 
the Deposit Materials or return them to Depositor. DSI shall have no obligation to return or 
destroy the Deposit Materials if the Deposit Materials are subject to another escrow agreement 
with DSI. 

5.4 Survival of Terms Following Termination. Upon termination of this Agreement, the 
following provisions of this Agreement shall survive: 

a. Depositor's Representations (Section 1.5); 

b. The obligations of confidentiality with respect to the Deposit Materials; 

c. The rights granted in the sections entitled Right to Transfer Upon Release 
(Section 3.3) and Right to Use Following Release (Section 4.5), if a release of the 
Deposit Materials has occurred prior to termination; 

d. The obligation to pay DSI any fees and expenses due; 

e. The provisions of Article 7; and 

f. Any provisions in this Agreement which specifically state they survive the • 
termination or expiration of this Agreement. 

ARTICLE 6 -- DSl'S FEES 

6.1 Fee Schedule. DSI is entitled to be paid its standard fees and expenses· applicable to the 
services provided. OSI shall notify the party responsible for payment of DSI's fees at least 90 
days prior to any increase in fees. For any service not listed on DSI's standard fee schedule, DSI 
will provide a quote prior to rendering. the service, if requested. 

6.2 Payment Terms. DSI shall noi be required to perform any service unless the payment for 
such service and any outstanding balances owed to OSI are paid in full. Fees are due upon 
receipt of a signed contract or receipt of the Deposit Materials whichever is earliest. If invoiced 
fees are not paid, OSI may terminate this Agreement in accordance with Section 5~2. Late fees 
on past due amounts shall accrue interest at the rate of one and one-half percent per month (18% 
per annum) from the date of the invoice. 

ARTICLE 7 -- LIABILITYAND DISPUTES 

7 .1 Right to Rely on Instructions. DSl may act in reliance upon any instruction, instrument, 
or signature reasonably believed by OSI to be genuine. DSI may assume that any employee of a 
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party to this Agreement who gives any written notice, reques~ or instruction has the authority to 
• do so. DSI shall not be responsible for failure to act as a result of causes beyond the reasonable 
control of OSI. 

7 .2 Indemnification. OSI shall be responsible to perform its obligations under this 
Agreement and to act in a reasonable and prudent manner with regard to this escrow 
arrangement. Provided OSI has acted in the manner stated in the preceding sentence, (a) 
Depositor agrees to indemnify, defend and hold hannless OSI from any and all claims, 
actions, damages, arbitration fees and expenses, costs, attorney's fees and other liabilities 
incurred by DSI relating in any • way to Depositor's obligations under this Escrow 
Agreement, and (b) Preferred Beneficiary agrees to indemnify, defend and hold hannless 
DSI from any and all claims, actions, damages, arbitration fees and • expenses, costs, 
attorney's fees and other liabilities incurred by OSI relating m any way to Preferred 
Beneficiary's obligations under this Escrow Agreement. 

7.3 Dispute Resolution. Any dispute relating to or arising from this Agreement shall be 
resolved by arbitration under the Commercial Rules of the American Arbitration Association. 
Unless otherwise agreed by Depositor and Preferred Beneficiary, arbitration will take place in 
San Diego, California, U.S.A. Any court havingjurisdiction over the matter may enter judgment 
on the award of the arbitrator(s). Service of a petition to confirm the arbitration award may be 
made by First Class mail or by commercial express mail, to the attorney for the party or, . if 
unrepresented, to the party at the last known business address. Depositor or Preferred 
Beneficiary may invoke arbitration by serving written notice on the other party and DSL The 
notice will include a list of arbitrator candidates. If Depositor and Preferred Beneficiary agree .on 
one of the arbitrator candidates in the notice, then the arbitrator will serve as the sole arbitrator of 
the dispute. If the Deposi.tor and Preferred Beneficiary do not agree on an arbitrator within 
fifteen ( 15) calendar days after the receipt of the notice, the recipient of the notice will select one · 
arbitrator and the party providing notice will select one arbitrator within ten (lO) calendar days 
thereafter and the two arbitrators so selected will select a third arbitrator within ten (10) calendar 
days thereafter. The third arbitrator so selected will be the sole arbitrator and ·will conduct the 
arbitration. Depositor and Preferred Beneficiary will each be responsible for payment of its own 
attorneys or other advisors and for its appointed arbitrator. The expenses and fees of the sole 
arbitrator and of the arbitrat~on proceeding will be shared equally by Depositor and Preferred 
Beneficiary. 

7.4 Controlling Law. This Agreement is to be .governed and construed in accordance with 
· the laws of the State of California, without regard to its conflict of law provisions. 

7 .5 Notice of Requested Order. If any party intends to obtain an order from the arbitrator or 
any court of competent jurisdiction which may direct DSI to take, or refrain from ·taking any 
action, that party shall: 

a. 

b. 

C. 
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Give OSI at least two business days' prior notice of the hearing; 

Include in any such order that 0 as a precondition to DSI's obligation, DSI be paid 
in full for a1w past due fees and be paid for the reasonable value of the services 
to be rendered pursuant to such order; and 

Ensure that OSI not be required to deliver the original (as opposed to a copy) of 
the Deposit Materials if OSI may need to retain the original in its possession to 
fulfill any of its other duties. 
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ARTICLE 8 -- GENERAL PROVISIONS 

8.1 Entire Agreement. This Agreement, which includes the Exhibits described herein, 
embodies the entire understanding among the parties with respect to its subject matter and 
supersedes all previous communications, representations or understandings, either oral or 
wrinen. OSI is not a party to the License Agreement between Depositor and Preferred 
Beneficiary and has no knowledge of any of the tenns or provisions of any such License 
Agreement. DSI's only obligations to Depositor or Preferred Beneficiary are as set forth in this . 
Agreement. No amendment or modification of this Agreement shall be valid or binding unless 
signed by all the parties hereto, except that Exhibit A need not be signed by OSI, Exhibit B need 
not be signed by Preferred Beneficiary and Exhibit C need not be signed. 

8.2 Notices. All notices, invoices, payments, deposits and other documents and 
communications shall be given to the parties at the addresses specified in the attached Exhibit C. 
It shall be the responsibility of the parties to notify each other as provided in this Section in the 
event of a change of address. The parties shall have the right to rely on the last known address of 
the other parties. Unless otherwise provided in this Agreement, all documents and 
communications may be delivered by First Class mail. 

8.3 Severability. In the event any provision of this Agreement is found to be invalid, 
voidable or unenforceable, the parties agree that unless it materially affects the entire intent and 
purpose of this Agreement, such invalidity, voidability or unenforceability shall affect neither the 
validity of this Agreement nor the remaining provisions herein, and the provision in question 
shall be deemed to be replaced with a valid and enforceable provision most closely reflecting the . 
intent and purpose of the original provision_ 

8.4 Successors. This Agreement shall be binding upon and shall inure to the benefit of the 
successors and assigns of the parties. However, OSI shall have no obligation in performing this · 
Agreement to recognize any successor or assign of Depos{tor or Preferred Beneficiary unless 
OSI receives clear, authoritative and conclusive written evidence of the change of parties. 
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8 .5 • Regulations. Depositor and Pref erred Beneficiary are responsible for and warrant their 
respective compliance with all applicable laws, rules and regulations, including but not limited to 
customs laws, import, export, and re-export laws and government regulations of any country 
from or to which the Deposit Materials may be delivered in accordance with the provisions of 
this Agreement. 

JJ+E Lo1JN ~"' &-~64e _ IN c. 
Depositor 
By: H--. ~ 

Name: ff,,: 4 a~NJII 

Title: htsmE&T £ c Eo 

Date: p J J. j:27 

Title: cl/· c7 / /-1c-r-l'cp I 0/ /,>r ,, £ v /J 

Date: '1/21 /?~ 

ology Escrow Services, Inc. 

{, - ,,' 1/. :h//rrcJ 

Name:- : Christie Woodward 
-- Senior Contract Admrrnstrator 

Title: -----------------

Date: __ ...c_~-· v_:J_» __ -_7_7 ______ _ 
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EXHIBIT A 

MATERIALS TO BE DEPOSITED 

Account Number 0315418-00001-0203008 

Depositor represents to . Preferred Beneficiary that Deposit Materials delivered to OSI shall 
consist of the following: 

Pandora MCIS Product Suite source code which includes the fonowing: 
1998 Case Type Library 
Pandora: Profiling Engine version 7 .1 a 
Pandora Query Generator version 1.5a 
Data Evaluation Module version 1.1 
Pandora MCIS Commercial Morbidity Levels 
Pandora Display version 2.0 

Depositor 

By: k-~~ 

• Pref erred Beneficiary 
- - (j I 1/ ,,-G,z/ 

-H-----~~I,_ 1/-,-=. =----_--
• Name:, L H:·A F: L x_ b-~YtJ"{ 

Title: [f;, E c; i~E NT ~ e_ f. 0 

Name /41,//N<JU• I!_ 6~,/4/ /-1. /J_ 

Title: {"f , ·t_ I' /✓r:,lu . ./ [//,u, £ VP 

Date: If / 1 J :t 1 
T 1 

Date: 1/21br 
) , 
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EXHIBIT C 

DESIGNATED CONTACT 

Account Number 0315418-00001-0203008 

Notices, deposit material returns and 
communications to Depositor 
should be addressed to: 

Company Name: The Codman Group, Inc. 
Address: 138 River Road 

Andover, MA 01810 

Designated Contact: Michael Glynn 
Telephone: (978) 688-9300 
Facsimile: (978) 688-9333 

Notices and communications to 
Preferred Beneficiary should be addressed to: 

Company Name:BCBSMN~ Inc. dba 
Address: Blue Cross and Blue Shield of MN 

Mail Station R35 l Box 64560 
St. Paul, MN 55164 

Designated Contact:Bruce Hutchinson 
Telephone: (651) 662- 8436 
Facsimile: (651) 662 - 6940 

Invoices to Depositor should be 
addressed to: 

The Codman Group, Inc. 
138 River Road 
Andover~ MA 01810 

Contact: Sharon Hussey- McLaughlin 

P.O.#, if required: ________ _ 

Invoices to Preferred Beneficiary 
should be addressed to: 

BCBSMN, Inc. dba 
Blue Cross and Blue Shield of MN -
Mail Station R351 -Box 64560 
St. Paut MN 55164 

Contact: Bruce Hutchinson 

P.O.#, if required: ________ _ 

Requests from Depositor or Preferred Beneficiary to change the designated contact should be 
given in writing by the designated contact or an authorized employee of Depositor or Preferred 
Beneficiary. 

Contracts, Deposit _Materials and notices to 
OSI should be addressed to: 

DSI Technology Escrow Services 
Contract Administration 
9265 Sky Park Court. Suite 202 
San Diego. CA 92123 

ph: 858.499.1600 fx: 858.694.191~ 

Date: ---------------
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Invoice inquiries and fee remittances 
to OSI should be addressed to: 

DSI 
Accounts Receivable 
Suite 1450 

. 425 California Street 
San Francisco;CA 94104 

(415) 398-7900 
(415) 398-7914 
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FEE SCHEDULE AND SCHEDULE OF PAYMENTS 

Year I 
Due Upon Execution of the Agreement: $650 

Year2 
Due December 31, 1999 $650 

Year3 
Due December 3 1, 2000 $650 
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. INTANGIBLE ASSET PURCHASE AGREEMENT 

. Effective as of July 1, 1998 

By arid Between 

BCBSM,Inc . 

. Virgi~ Hammerstad 

Creative Benefit Consultants, Inc. 

and 

People's Health Care, Incorporated 

BCBSM 74812 
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ASSET PURCHASE AGREEMENT 

TillS ASSET PURCHASE AGREEMENT, effective as of July 1, 1998 is by and among 
BCBSM, Inc. d/b/a Blue Cross and Blue Shield of Minnesot~ a Minnesota nonprofit health 
servic~ corporation ("Purchasern), and Creative Benefit Consultants, Inc. CCBC"} and People's 
Heajth Care, Incorporated ("PHC'), both Minnesota corporations and .Virgil ·Hammerstad, an . 
individual resident of the State of Wisconsin, who is the sole shareholder of CBC and PHC 
f'Shareholder''), CBC, PRC and Shareholder are sometimes collectively referred to as 
"Sellers"). 

A. Shareholder is the sole shareholder of CBC and PHC. 
. . . . . 

. . B. CBC .is engaged in the · business .·of .providing · health benefits coverage 
administrative services and ancillary services to Minnesota Servic~ Cooperatives ("MSCs") and 

. Pl-IC is . :engaged in . establishing . provider )networks::: to provjde -beaith ::Care :services ~to the . 
Minnesota . Service Cooperatives . (the businesses .of CBC and PHC are collective referred to as 

• the ''Business'1-
. . .. - . . -

C. The parties hereto wish to provide for · the terms· and conditions upon which the • 
Purchaser will acquire substantially all of the intangible · ·assets of the Sellers related to . the 
Business~ • _, • • • 

D. · The parties hereto wish to make certain representations, warranties, covenants and­
agre~ments in connection with the purchase of the Business and the assets of the Sellers and ~lso 
to prescribe various conditions t? such ~action. 

Accordingly, and in consideration of the representations, . warranties, covenants, 
agreements and conditions herein contained, the parties hereto agree as follows: 

1. PURCH..~E OF ASSETS 

1.1. Assets to be Purchased 

1.1.1. The Sellers hereby sell, transfer, convey;. assign and deliver to the 
Purchaser and the Purchaser hereby purchases • from the Sellers all the 
intangible assets and the rights used in or arising out of the operation of 
the Business o_f the Sellers, as . a going ~oncerTiy whether . or not carried or 
reflected on _the books and records of Sellers or any sµbsidiary _or affiliate 
of the Sellers including: all right, _title and interest in and to the use of the 
Sellers' corporate names, trade names and other names under which it 
conducts the Business or which have been reserved for use by the Sellers, 
including, without limitation, any names reserved in connection with the 
internet, and any derivatives or combinations thereof: including, without 
limitation, those listed in Exhibit l.l(a) hereto; the goodwill of the Sellers; 
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customers and lists of customers; and all favorable business relationships 
(the foregoing are sometimes collectively called the "Assets"). 

1.1.2. Notwithstanding the foregoing, the Sellers will not sell, transfer, convey, 
assign or deliver to the Purchaser, and the Purchaser will not purchase 
frotn the Sellers, the following assets: • 

. I.I.LL the consideration delivered to Sellers pursuant to this Agreement 
for the Assets; • 

• Ll.2.2. the m.imite books, corporate seal and stock records ofthe Sellers; 
and 

Ll.2.3. the assets specifically described on Exhibit l .l(b) hereto. · 

f.2. . Liabilities Assumed. 

The Purchaser assumes no liabilities of the "Sellers. The. Purchaser has not agreed· to pay, 
will not be required to assume and will have no liability or obligation, direct or indirect, 
absolute or contingent, of the Sellers or any affiliates or associates or of any other person, -
including without limitation: 

1.2.1. any debt, liability or obligation of the Sellers., or any of its affiliates or 
assoc,iates, direct or indirect, known or unknown7 • fixed, contingent or 
otherwise, that (i) is unrelated to the Assets; or (ii) relates to the Assets 
and is based upon _ or arises from any act, omission, transaction, 

• circums~-ce, sale of services, state of facts or other condition occurring or 
existing on or before the date hereof, whether or not ·tben known, due or . 
payable; 

1.2.2. any obligation for Taxes (as hereinafter defined) related .to any ofthe . 
Assets for any Tax period or portion thereof ending -on · or befo_re,. the_ 
Closing Date and any obligation for other Ta.xes of.the Sellers; ~d • ' 

1.2.3. any·liability of Sellers to any independent contractors, whether ·p~t to 
the ~greements between such independent contracto_rs . and the Selle~ or 
otherwise. 

13. Purchase Price. 

1.3.I. · The total consideratio~ to be paid by the Purchaser to the Sellers for the 
Assets will be One Million Four HundredThousand Dollars ($1,400,000) 
(the ~1>urchase- Price0). 

1.3.2. Payment of the Purchase Price shall be as follows: 
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1.3.2.1. Seven Hundred Forty Thousand Dollars ($740,000) together with 
interest accrued from July ~, 1998 until the date of payment, 
calculated at the rate equal to the 90-day Treasury Bill rate on the · 
date of payment. 

1.3.1.2. Six Hundred and Sixty Thousand Dollars ($660,000) on January 
I, 2001. 

1.3.3. The Purchase Price will be allocated among the Assets in the manner 
required by Section I 060 of the Code. In allocating the Purchase Price, 
the Purchaser and the Sellers will negotiate in good faith the values of the 
Assets and the resulting allocation of the Purchase Price among the 
various assets; it being understood that such determination will be binding • 
on the Purchaser and the Sellers only for the purposes of U.S. Federal, 
state and local taxation. The Sellers and tp.e Purchaser will file all Tax 
Returns and tax reports (including IRS Form 8594) m accordance with and 
based upon such allocation and will take no position in any Tax Return, 
tax proceeding or tax audit which is inconsistent with such allocation. 

1.4. Instruments of Transfer to Purchaser. 

The Sellers and the Shareholder agree to deliver to the Purchaser: 

1.4.1. Such bills of sale, endorsements, assignments, and other good _and 
sufficient instruments of conveyance and transfer, in form and substance 
reasonably satisfactory to the Purchaser and its counsel, as will be required 
to vest in the Purchaser title to the Assets, µicluding without limitation: 

1.4.1.1. Such written consents, agreements and other instruments as the 
Purchaser wili reasonably request to enable it to use the names 
"Creative Benefit Consul_tantsn and'4People's Health Care,. and all 

. other trade names of, or used by, the Sellers in the Business, and 
all other variations or combinations thereof except as -excluded in 
Exhibit 1.1 (b) herein; and 

1.4.2. Simultaneously with such delivery; the Sellers agree to take all actions 
necessary to-put the Purchaser in operating control of the Assets. 

1.4.3.· All Cons_ents required to be obtained and delivered by the Sellers as set 
forth in Section 2.5 of the Disclosure Schedule. 

1._5. Other Agreements. 

1.5.1. The Parties will execute consulting and noncompetition agreements with 
Virgil Hammerstad, individually, attached hereto as Exhibit 1.5. l. • 
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2.2. 

2.3. 

2. REPRESENTATIONS AND \VARRANTIES OF THE SELLERS 

The Sellers hereby represent and warrant to the Purchaser as of the date hereof as follows: 

2.1. Disclosure Schedule. 

The disclosure schedule attached as Exhioit 2 hereto . (the · "Disclosure Schedule") is 
divided into sections which corre~ond to the subsections of this Section 2. The 
Disclosure Schedule is accurate and complete. Nothing in the Disclosure Schedule will 
be deemed adequate to disclose an exception to a representation or warranty made herein, 
unless the Disclosure Schedule identifies the exception with reasonable particulapty and 
describes the relevant facts in reasonable detail. Without limiting the generality of the 
foregoing, the mere listing ( or inclusion of a copy) of a document or other item will · not 

• be deemed adequate to disclose an exception to a representation or warranty made .herein 
( unless the representation or warranty has to do with the existence of the document or 
other item itself). Disclosures in any subsection thereof will not constitute disclosure for 
purposes of any other subsection and any ·other section or subsection of this Agreement or 
any exhibit to or other writing which is designated herein as being part of this Agreement 
unless specifically referenced or cross referenced in any subsection hereof. • • 

Corporate Organization. 

The Sellers are corporations duly organized, validly existing and in good standing under 
the laws of the State of Minnesota, have full corporate power and authority to cany on 
the Business as it is now being conducted and to own, lease and operate the properties 
and assets used in the conduct of its Business> and have heretofore delivered to the 
Purchaser complete and correct copies of its articles of incorporation, as presently in 
effect. 

Authorization. 

The Sellers have full · corporate power and authority to enter into this Agreement and to . 
carry out the transactions contemplated herein. The Sellers, the boards of directors and 
Shareholder have taken all action required by law, the Sellers> articles of incorporation· 
and . otherwise to authorize the execution, delivery and performance of this Agreement 
and the consummation of the transactions contemplated herein. 1bis Agreement has been 
duly and validly executed and delivered by the Sellers and the Shareholder and no other 
corporate action is necessary. This Agreement is the valid and binding legal obligation of 
the Sellers and the.Shareholder, enforceable against each in accordance with its terms. 

2.4. Non-Contravention. 

Except as set forth in the Disclosure Schedule, neither the execution, delivery and 
. performance of this Agreement_ nor the consummation of the transactions contemplated 

herein or therein will: • (i) violate or be in conflict with any provision of the articles of 
incorporation of the Sellers; or (ii) result in the creation or imposition of any mortgage, 
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pledge, lien, security interest, encumbrance, restriction, adverse claim or charge of any 
kind, upon the Assets under any debt, obligation, contract, agreement or commitment to 
which the Sellers are a party or by which the Sellers or any of the Assets is or may be 
b,ound; or (iii) violate any statute, treaty, law, judgment, writ, injunction, decision, decree·, 
order, regulation, ordinance or other similar authoritative matters (sometimes hereinafter 
separately referred to as a ''.Law" and sometimes collectively as "Laws") of any forei~ 
federal, state or·local governmental or quasi-governmental, administrative, regulatory or 
judicial court, deparnnent, commission, agency, board, bureau; instrumentality or other 
authority (hereinafter sometimes separately referred to -as an "Authority" and sometimes 
collectively as "Authorities"). 

1.5. Consents and Approvals. 

2.5.1. Except as_ set forth in the_ Disclosure :Schedule, with respect to the Sellers, 
no consent, approval, ·order orauthorization of or from, or registration, 
notification, declaration or filing with .(hereinafter, sometimes separately 
referred to as a "Consent'' _and sometimes collectively as "Consents") any 
individual or entity~ including without limitation any Authority~ is required · 
in connection with the .execution, _ delivery or performance· of this 
Agreement by the Sellers~ the transfer of the Assets to the Purchaser> or 
the consummation by the Sellers of the transactions contemplated herein 
or therein.. 

2.5.2. Sellers represent that they have notified and ohtained written approval 
from the MSCs regarding the terms -of this agreement. Such writteµ 
consents from the MSCs are attached hereto in the Disclosure Schedule. 

2.6~ Termination of Agreements. 

2.6.1. • Except as set forth in the Disclosure Schedule, Sellers have terminated all 
contracts, other agreements or obligations with the MSCs to provide health 
service benefits coverage and administrative services. Documentation of 
such terminations is included in the Disclosure Schedule. • 

• 2.6.2. All other contracts, licenses, leases> obligations or other agreements 
related to the Business have been terminated by Sellers. 

1.1. Absence of Undisclosed Liabilities. 

• The Sellers do not have any liabilities, obligations or claims of any kind w:hatsoever 
whether secured or unsecured, accrued . or unaccrued, fixed or contingent, matured or 

• unmatured, direct or indirect, contingent or otherwise and whether due or to become due 
(referred to herein individually as a "Liabilitv" and collectively as "Liabilities")> that 
could subject the Purchaser to .any Liability. 
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2.8. . Intellectual Property Rights. 

The Sellers owns or have the unrestricted right to use all intellectual property rights 
relating tb · the Business, including without limitation: trade names, other names under 
which it_ conducts business or which have been reserved for its use, including, without 
limitation, any names reserved in connection with the internet, ("Intellectual Propertv 
Rights") previously used in, or necessary or requited for use in connection with the 
Assets and for the conduct of the Business of the Sellers as presently conducted, free and 
clear of all liens. All Intellectual Property Rights are listed or described on the-Disclos~e 
Schedule. Except as set forth on the Disclosure Schedule, the use of all intellectual 
Property Rights necessary or required for the conduct of the Business of the Sellers as 
presently conducted and as proposed to be c~mducted does not and will not in.fringe or 
violate or alleg.edly infringe or violate t_he intellectual property rights of any person or 
entity~ •.· Except as clescribed on the Disclosure Schedule, the Sellers (i) do not own or use 
any Intellectual Prope~ Rights pursuant to any written license agreement; and (ii) hav~ . 
not granted ·any ;person . ocentity . any rights, · pursuant to written license agreement or 
otherwise, ·_to use·the'Intellectual Property Rights. 

2.9. Litigation. _ _ 

Except as set forth on the Disclosure Schedule! there is no action, suit, · proceeding at law 
or in equity by any person or entity, or any arbitration or any administrative or other 

• proceeding by or before (or any investigation by) any Authority, pending or, to the best of 
the knowledge of the Sellers and Shareholder, threatened, against the Sellers or any of the 
Assets, or which .questions or challenges the validity of this Agreement or any action 
taken or to be- taken by the parties hereto pursuant to this Agreement or in connection 
with the transactions contemplated herein, and there does not exist any valid basis for any · 
such action, proceeding or investigation. The Sellers are not subject to any judgment, 
order or decree ente~ed in any lawsuit or proceeding to which it is a party which may 

· have a Material Advers~ Effect~ • 

2.10. TaxJ,,fatters. 

There are no facts or circumstances· which coul~ directly or indirectly, _subject the 
Purchaser or any of its affiliates to any Liability of any nature -for Taxes relating to or 

• arising out of the operation of the Business of the Sellers, or the failure on the part of the 
Sellers to file a correct Tax Return, or subject the Assets to any lien resulting from the 
failure to pay, withhold or otherwise satisfy outstanding Ta.."<es of the Sellers. For all 
purposes of this Agreement, the term "T a..xes" means all .federal, state, local, foreign and 
other net income, gross income, gross receipts, sales, use, ad valorem, transfer, franchise, 
profits, license, lease, service, service use, withholding, payroll, employment, excise, 
sever;mce, stamp, occupation, premium, _ real or personal property, windfall profits, 
customs, duties or other taxes, together with any interest and any penalties, additions to 
ta."< or additional' amounts with respect there~o, and the term "Tax" means any one of the 
foregoing Taxes. In addition, the term "Tax Returns" means all returns, declarations, 
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reports, statements and other documents required to be filed with any Authority in respect 
of Taxes, and the term "Tax Return" means any one of the foregoing Tax Returns. 

2.11. Contracts and Commitments; No Defaqlt. 

2.11.1. Except as set forth in the Disclosure Schedule, the Sellers: 

2.1 I.I.I. are not subject t~ any obligation or requirement to provide funds 
to or make any -investment (in the form of a lo~ capital 
contribution or otherwise) in any person or entity relating .-to the · 
Business; 

2.11.1.2. are not subjectto any outstanding sales or purchase contracts, 
commitments :or proposals which· are anticipated to result. in any 
loss upon co_mpletion or pci"ormance thereof. • • - •• -

• 2.11.2. True and complete copies {or SUIIlillaries,'·in the tase of oral =;iterils). otaJi< 
items disclosed pursuant to Section 2.11 have been made available to the 
Purchaser for review. Except as set forth . in the Disclosure Schedule, ·a11 = 

such items are valid and . enforceable by and against the Sdlers • in _ 
accordance with their respective terms; • the Sellers are · not in breach, • 
violation or default, however defined, in the performance of any of its -
obligations thereunder, and no fac,ts and circumstances exist which, 
whether with the giving of due notice, lapse of time, or both, would 
constitute such a breach, violation or default thereunder or thereof; and, to 
the best of the knowledge of the Sellers and Shareholder·, no other p~es 
thereto are in breac~ violation or default, · however defined, ~ereunder or 
thereo_t and no facts or circumstances. exist whic~ whether with the giving 
of .due notice, lapse of .time, or both, would constitute such a breach, 
violation or default thereunder or thereof 

2~12. Labor Matters. 

Seller has no empJoyees. 

2.13. Pei-miis and Other Operating Rights. 

To the best of the knowledge of the Sellers and Shareholder, the Sellers do not reqtrire -the·_ 
Consent of any Authority to permit it to operate in the mann.er in which it p~esehtly is 
being operated, and possesses all · permits and other . authorizations from all Authorities • 
presently required necessary to permit it td operate in the manner in which· it presently is -
conducted. • 
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2.14. Compliance with Law. 

- Without limiting the scope of any other representations or warranties contained in this 
Agreement, but without intending to duplicate the scope of such other representations and 
warranties, to the best of the knowledge of the Sellers and Shareholder, the Assets, 
Business and operations of the Sellers are and have been in compliance with all Laws 
applicable to the ownership and conduct of its assets,, properties, Business and operations. 
There are no outstanding and unsatisfied deficiency reports, plans of correction, notices 
of noncompliance or work orders relating to any such Authorities, and· no such 
discus~ions with any such Authorities are scheduled or pending. 

2.15. Assets of Business~ 

• 'The Assets constitute all of the intangiole assets held for use or used primarily :in 
connection with the Business of the Sellers and are used to conduct such Business as· 
presently conducted. 

2.16. Brokers. 
. . . .. • . ' . . . 

Neither the Sellers nor any of its directors, offit~--or e-~ployees have emplo:yed • any _: 
broker, finder, or financial advisor or incurred any liability for any brokerage fee or 
commission, finder's fee or .financial advisory fee, in. connection with the transactions 
contemplated hereby, nor is ·there any basis known to the Sellers for any such fee. or 
commission to be claimed by any person or entity. 

2.17. Customers. 

Except as set forth on the Disclosure Schedule, there :has not been in the 12-month period _ 
prior to the date hereof any dispute with any customer or customers of the Sellers nor any 
set of circwnstance~ which is reasonably anticipated to have a Material Adverse Effect. 

2.18. Disclosure. 

To the best of the knowledge of the Sellers and Shareholder, there is no material fact as of 
the date hereof which has not been disclosed in writing to the Purchaser related to the 
Sellers> the Assets or the operations> financial condition or prospects of the Sellers which 
has a Material Adverse Effect or, in the future may have a Material Adverse Effect on the 
Sellers or the Assets in the context • of this transaction taken as a whole. The 
representations and warranties contained in this Section 2 ·or _elsewhere in this Agreement 
or any document delivered · pursuant hereto will not be affected or deemed waived • by 
reason of the fact that the Purchaser or its respective representatives knew ( other than as a 
result of the Disclosure Schedule) or should have known that any such represen_tation or 
warranty is or might be inaccurate in any respect. 
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3. REPRESENTATIONS AND WARRANTIES OF THE PURCHASER 

The Purchaser represents and warrants to the Sellers as of the date hereof as follows: 

3.1. Corporate Organization. _ 

The Purchaser is a nonprofit corporation duly organized, . validly existing and in good 
standing under the laws of the State ofMinnesota. 

3.2. Authorization. 

The Purchaser has full corporate power and authority to enter into this Agreement and to 
cany out the transactions contemplated herein. ; The board of direc_tors ofthe Purchaser 
-has taken all action,required by l~w. its articles :ofincorporatiori and_bylaws or othenvise 
to authorize the execution, delivery and _ performance • of this _Agreement and the 
consummation of the transactions contemplated herein.--This Agrernient is the ·valid -and 
binding legal ·obligation of the· Purchaser enforceable against it , in accordance with its 
terms. 

3.3. Non-Contravention~ -

Neither the execution, delivery and performance of this Agreement nor the consummation 
_ of the transactions contemplated herein will: (i) violate any provision of the _articles of 
incorporation or bylaws of the Purchaser; or (ii) except for such violations, conflicts, 
defaults, accelerations, terminations, cancellations, impositions of fees or penalties, 
mortgages, pledges, liens, security interests, encumbrances, restrictions and charges 
which would not, individually or in the aggregate, have a Material Adverse Effect on the 
Purchaser, (A) violate, be ·in coriflict with, or constitute a default, however defined (or-an 
event \vhich, \vith the giving of due notice or lapse of time, or bo~ would constitute such 
a default), under, or cause or permit the acceleration of the maturity of, or give rise to, 
any right of terminatio~ cancellatio~ imposition _ of fees or penalties under, ~y debt, • 

• note, bond, lease, mortgage, indenture, license, obligatio~ contract, commit:inent, 
franchise, permit, instrument or other agreement or obligation to which the Purchaser is a 
party or by which it or any of its properties or assets is or may be bound or (B) result in 
the creation or imposition of any mortgage, pledge, lien, security interest, encumbrance, 
restriction, adverse claim or charge of any kind, upon any property or assets of the 
Purchaser under any debt, obligatio~ contract, agreement or commitment to which the 
Purchaser is a party or by which the Purchaser or any of its assets or properties is or may 
be botind; or (iii) violate any Law. _ 

3.4. Consents and Approvals. 

No· Consent is required by any person or entity, including without limitation any 
• Authority, in connection with the executio~ delivery and performance by the Purchaser 
of this Agreement, or the consummation of the transactions contemplated .here~ other 
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than any Consent which, if not made or obtained, will not, individually or m the 
• aggregate, have a Material Adverse Effect on the business of the Purchaser. 

3.5. Brokers. 

4.2. 

Neither the Purchaser nor any of its directors, officers or key employees have employed 
any broker, finder or financial advisor, or incurred any liability for any brokerage fee or 
coIIUillssion, finder's fee or financial ~dvisory fee, in connection with the transactions 
contemplated hereby, nor is there any basis known to the Purchaser for .any such fee or. 
commission to be claimed by any person or entity. 

4. COVENANTS 

ConfidentiaUty. 

Each · of the parties hereto, . their employees, agents, parent . Sellers, subsidiaries and/or 
affiliates .agrees that it will not use, or permit the use.of, any of the information relating _to 
any. other party hereto furnished to it in connection with the transactions contemplated 
herein ("Information") in a manner or for a purpose detrimental to such other party or 
otherwise than in connection with the transaction. and that they will not disclose. divulge. 
provide or make accessible ( collectively, "Disclose"), or permit the Disclosure o( any of 
the Informatioo to any person or entity, other than their respective directors, officers, 
employees, investment advisors, . accountants, counsel and other authorized 
representatives and agents, except as may be required by judicial or administrative 
process or, in the opinion of such party's counsel, by oth<!r requirements of Law, except 
the Disclosure of the terms of this Agreement to the MSCs as required in Section 2.52;· 
provided, however. that prior to any Disclosure of any Information permitted hereunder, 
the • disclosing party will first obtain the recipients' undertaking to comply with the 
provisio_ns of this subsection with respect to such information. The term "Infomiation" as 
used herein will not include any information relating to a party which the party disclosing 
such information can show: • (i) to have been in its possession prior to its receipt from 
another party hereto; (ii) to be riow or to later become generally available to the public 
through no fault of the disclosing party; (iii) to have been available to the public at the 
time of its receipt by the disclosing party; (iv) to have been received separately by the 
disclosing party in an unrestricted manner from a . person entitled to disclose such 
information; or (v) to have been developed independently by the disclosing party without 
regard to ariy information received in connection with this transaction. A party hereto 
will be deemed to have satisfied its obligations to hold the Information confidential if it 
exercises the same care as it takes with respect to its own similar information. 

Further Assurances; .(ooperation; Notification. 

Each party hereto will, after -the date hereof, execute and deliver such instruments and 
take such other actions as the other party_ or parties, as the case may be, may reasonably 
require in order to carry out the intent of this Agreement. Without limiting the generality 
of the foregoi.q.g, at any time after the date hereof. at the request of the Purchaser and 
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without further consideration, the Sellers will execute and deliver such instruments of 
sale, transfer, conveyance, assignment and confinnation and take such action as · the 
Purchaser may reasonably deem necessary or desirable in order to more effectively 
transfer, convey and assign to the Purchaser, and to confirm the Purchasers title to, all of 
the Assets, to put the Purchaser in actual possession and operating control thereof and to 
assist the Purchaser in exercising all rightswith respect thereto. 

43. Public Announcements. 

None of the parties hereto will make any public announcement with respect to the 
transactions contemplated h~rein without the prior written consent of the other parties, 
which consent will notbe unreasonably withheld or delayed; provided, however, that any 
of the parties hereto may at any time make any announcements which are required l?Y 
applicable Law so long as the party so required to make an announcement promptly upon 
learning of such requirement notifi:es the other parties of such_ requirement and discusses 
with the · other parties in good faith the exact proposed wording of ariy such 
announcement. 

4.4. Ta..--c ft,Jatters. 

4.4.1. Transactional Ta.x:es. In addition to and without limiting those 
representations and warrailties set forth in Section 2.15 of this Agreement, 

• in the event that any sales or use Ta'<, or any Tax in the nature·of a sales or 
use Ta.x, or any transactional Tax is payable or assessed relative to the 
transactions contemplated herein, the Sel!ers will ·pay all such Taxes and 
will not collect any part thereof from the Purchasec The parties hereto 
will cooperate to make any necessary_ filings with state and local taxing 
Authorities and to furnish any required supplemental information · with 
respect to any state • and local Tax liabilities resulting from the 
consummation of the transactions contemplated herein. 

4.4.2. Tax Liability; Post-Closing Tax Return Filings. In-addition to and without · 
limiting those representations and warranties set f9rth in Sectio~ 2~ 15 of 
this Agreement, the_ Seilers will pay all Taxes attributable to the Sellers 

• arising _from or relating to · the transactions contemplated by . this 
Agreement, including without limitation Tax on any income or gams 
arising from the sale-of the Assets. 

4.4.3. Cooperation and Records Retention. The Sellers and ·the Purchaser will 
each provide the ·other with such assistance as may reasonably be 
requested by any of them in connection with the prq>aration of any Ta.~ 
Return, audit or other examination by any taxing Authority or judicial or 
administrative proceedings relating to liability for Taxes. 
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5. SURVIVAL AND INDEMNIFICATION. 

5.1. Survival. -

The representations, warranties and covenants (!f each of the parties hereto shall survive 
the consmrunatiori of th_e transactions contemplated-hereby for a period of five (5) years 
-from the date hereof except: (i) the representations and warranties of the Sellers anc~ --
Shareholder contained in Section 2.13 with respect to tax matters shall survive until the 
expiration of all applicable statutory limitation _ periods (including extensions thereof); 
and (ii) the representations and warranties of the Sellers and the Shareholder with respect 

_to .the Sellers' power and authority to transfer the. Assets and the Sellers' title to the 
Assets shall survive forever. The right to indemnification or any other remedy based on 
,representations, warranties, covenants and obligations in -this Agreement will not be 

:.-affected by any investigation conducted with respect to; or any knowledge acquired (or 
_ capable of being required) anytime, whether before or after the execution and delivery of 
-this -Agreement, with respect to the _accuracy -Or. inaccuracy -of or compliance with, any 

• -such representation, warranty, covenant or obligation. 

-Indemnification by the Purchaser. 

The _Purchaser agrees to indemnify the Sellers and the Shareholder from and against any 
and all loss, liability or damage suffered or incurred-by -it by reason of (i) any untrue 
representation of, or breach of warranty by the Purchaser in any part of_this Agreement; 

_ (ii) any_nonfulfillment of any covenant, agreement or undertaking ofthe Purchaser in any 
part of this Agreement which by its terms is to remain in effect after the date hereof and 
has rtot-been specifically waived in writing by the party or parties hereof entitied to the 
benefits thereof; and (iii) .any and all actions, suits, proceedings, claims~ demanos, 
assessments, judgments, costs and expense-s, including, without limitation, legal fees and 
expenses, -incident · to any of the foregoing or incurred in investigating or -attempting to _ 
avoid the same or to oppose the imposition thereof, or in enforcing the indemnification 
righ~ of the-Sellers pursuant to this Section 5.2. 

5.3. , Indemnificatjon bx Sellers. 

The Sellers and the Shareholder, jointly and severally, agree to indemnify the Purchaser 
and each ·of its shareholders, officers, -drrectors, employees and subsidiaries from and 
against: 

5.3.1. any and all loss, liability or damage -suffered or incurred by the Purc4aser 
by reas_on of any untrue representation o( or breach of warranty by the 
Sellers or the Shareholder in this Agreement; -

- . 

5.3.2. any and all loss:, liability or damage suffered or incurred by it by reason of 
any nonfulfillment of any covenant, agreement or -undertaking of _the 
Sellers or the Shareholder in this Agreement which by its terms is to 

12 BCBSM 74828 



remain in effect after the date hereof and has not been specifically waived 
in writing by the party or parties hereto entitled to the benefits thereof; 

5.3.3. any Liability of the Sellers that the Purchaser in good faith determines it 
must pay after the date hereof in order to maintain or preserve the- -
Business, customers, prospects or goodwill relating to or with respect to 
the Assets; • 

5.3.4. any Liability relating to or arising out of the litigation disclosed in Section 
2.12 of the Disclosure Schedule; and -

5.3.5. • any ·,and all actions, suits, proceedings, claims~ demands, assessments, 
judgments, costs and expenses, including, without limitation, legal fees 
and expenses, incident to· any of the foregoing or incurred in investigating 
or attemp~g to avoid the same or to oppose the imposition thereof, or in 

; enforcin·g _ the indemnification rights ·of the Purchaser pursuant to this 
Section 53:· •• 

5.4~ • Claims for Indemnification. 

5.4.1. General. The parties intend that all indemnification claims be made as 
promptly as practicable by the party seeking indemnificationJ (the 
"Indemnified Partv"). Whenever any claim shall rise for indemnification 
hereunder the Indemnified Party shall promptly notify the party from 
whom indemnification is . sought (the ~'Indemnifving Partv") of the claim 
and, when known, the facts constituting the basis for such claim. The 
failure so _ to notify the Indemnifying Party shall not relieve the 
Indemnifying Party of any liability that it may · have to the Indemnified 
Party except to the extent the Indemnifying Party demonstrates that the 
defense of such action is prejudiced thereby. 

5.4.2. Claims by Third Parties. With respectto claims made by third parties, _if 
the Indemnifying Party admits to the Indemnified Party and agrees in 
writing that it will be liable for the full amount .of the claim, the 
Indemnifying Party shall be entitled to assume control ·of the defense of 
such action or claim> at is sole expense, with counsel reasonably 
satisfactory to th~ Indemnified Party; providecL however> that: 

5.4.2.1. the Indemnified Party shall be entitled to participate in the 
defense of such claim and to employ counsel at its own expense to 
assist in the handling of such claim; 

5-4.2.2. no lqdemnifying Pany shall consent to (a) the entry of any 
judgment or enter into any settlement that does not include as an 
unconditional term thereof the giving by each claimant or plaintiff 
to each Indemnified Party of a release from all liability in respect 
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of such claim or (b) if, pursuant to or as a result of such consent or 
settlement, injunctive or other equitable relief would be imposed 
against the Indemnified Party or such judgment or settlement could 
materially interfere with the business, operations or assets of the 
Indemnified Party; and 

5.4.2.3. if the Indemnifying Party does not assume control of the defense 
of such claim in accordance with the foregoing provisions within 
three days (3) _after receipt of notice of the claim, the Indemnified 
Party shall have the right to defend such claim in such manner as it 
may deem appropriate at the cost and expense of the Indemnifying 
Party, and the Indemnifying Party will promptly reimburse the 
Indemnified Party , therefore in accordance with this Arti~le 5, 

. provided that the Indemnified Party shall not be entitled to consent 
to the entry of any judgment or enter into any settlement of such 

• claim that does ~ot include . as . an unconditional term thereof the 
. . 

giving by each .claimant or plaintiff to each Indemnifying Party of 
a release from alUiability in respect of such claim without ·the prior 
written consent of the Indemnifying Party if, pursuant . to· or ·as a 
result of such consent or settlement, injtmctive or other equitable· 
relief would be . imposed against the Indemnifying Party or such 
judgment or settlement could materially interfere with the business, 
operations or assets of the Indemnifying Party. 

5.4.3. Remedies Cumulative. The remedies provided herein_ shall be cumulative 
and shall not preclude assertion by any party of any rights or the seeking 
of any other remedies against any other party. 

5.5. Right of Set~OJJ. 

6.1. 

Upon notice to the Sellers or the Shareholder, as the case may be, specifying · in 
reasonable detail the basis therefor, the Purchaser_ may set off any amount to which it may 

_ 'be entitled under this Section 5 against amounts otherwise payable to the Sellers or the 
_ Shareholder under this Agreement or otherwise. Neither the exercise of, nor the failure to · -
exercise> such right of set-off will constitute an election of remedies nor limit Purchaser 
-in any manner in the enforcement of any other remedies that may be available to it. • 

6. l.\'llSCELLANEOUS PROVISIONS. 

Binding Arbitration. 

All disputes, controversies and claims arising out of or in connection wi~ or relating to 
this Agreement or any breach or alleged breach hereof shall, on the request of any party 
involved, be submitted· to and settled by arbitration in the City of Minneapolis, State of 
?vfinnesota, pursuant to the commercial arbitration rules then in effect of the American 
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Arbitration Association ( or any other time or any other' place or any other form of 
arbitration mutually acceptable to the parties so involved). Any award rendered shall be 
final and conclusive upon the parties and a judgment thereon may be entered in the 
highest court of the forum, state or federal, having jurisdiction.. . 

6.2. Expenses. 

Except as otherv..ise provided herein, the Purchaser and the Sellers will each bear their 
own costs and expenses relating to the transactions contemplated hereby, including 
without limitation, fees and expenses of legal counset accountants, investment bankers, 
brokers or finde~, printers; copiers, consultants or other rep.resentatives for the services 
used, hired· or connected with the transactions contemplated hereby. To the extent that 
such expenses are i.ricurred . by the Sellers and. are reasonable, the Purchaser agrees to 
assume all or a part of such expenses as an Assumed Liabaity . • • The Purchaser and the 
Sellers will each pay any commission or finder's fee or ·similar ,amoµnt incurred by them • 
by agreement or otherwise·.for retaining ·rir consult4ig ::any broker;:- finder ~r investment 
banker in connection with the transactions contemplated bythis.Agreetnent. • •• • • 

6.3. Amen:dment and J,[odification. 

Subject to applicable Law, this Agreement may be amended or modified by the parties 
hereto with respect to any of the terms contained herein; provided, however, that all such 
amendments and modifications must be in writing duly executed by all _of the parties 
hereto. 

6A.· Waiver of Compliance; Consents. 

Any failure of a party to comply with any obligation, covenant, agreement or condition 
herein may b_e • expressly waived · in writing by the party entitled hereby to such 
compliance, but such waiver or failure to insist upon strict compliance with such 
obligation, covenant, agreement or condition will not operate as · a waiver of, or estoppel 
with respect to, any suhsequent or other failure~ .No singie or partial exercise of a right or 
remedy will preclude any other or further .exercise thereof or of any ,other right or remedy 
hereunder. ~enever this Agre~ment requires or permits the c_onsent by or on behalf of a 
party, such consent will be given m •writing in the same manner as for waivers of 
compliance. 

6.5. No Third Party Beneficiaries. 

Nothing in this Agreement will entitle any person or entity (other than a party hereto and 
his, her or its respective successors and assigns permitted hereby) to any claim, cause of 
action, remedy or right of any'kind. 

15 BCBSM 74831 



• 6.6. Notices. 

All ·notices, requests, demands and· other communications required or permitted hereunder • 
will be made in writing and will be deemed to have been duly given and effective: (i) 0 ~ 

the date of delivery, if delivered personally; (ii) on the earlier of the fourth (4th) day after 
mailing or the date of the return receipt acknowledgment, if mailed, postage prepaid, by 

--· certified or registered mail, return receipt requested; or (iii) on the date of transmission, if 
• sent by facsimile, telecopy, telegraph, telex or other similar telegraphic communications 
• equipment and such transmission is confirmed: _ 

If to Sellers or the Shareholder: 

To: Creative Benefit Consultants, Inc. People's Health Care, Incorporated. and 
Virgil Hammerstad :_·- · 
33 3 Galahad Rd. N . • 

. Hudson, WI 54016-1021 

or to such other person or address as the Sellers will furnish to the other parties hereto in 
writing in accordance with this subsection. . 

·-·Ifto the -Purchaser: 

To: BCB?M, Inc. 
3535 Blue Cross Road 
Eagan, NfN 55122 

With a copy to: 

Robert J. Milis, Esq. 
General Counsel and Vice President 
BCBSM, Inc. 
3535 Blue Cross Road 
Eagan, MN 55122 

. . 

or· to ~ch other person o_r address as the Purchaser will furnish to the other parties hereto 
· in writing in accordance with this subsectio~ • 

6.7. Assignment. 

This Agteemerit and all of the provisions hereof will be ~inding upon and inure to_· the 
benefit of the parties hereto and their respective successors and permitted assigns, but 
neith~ this Agreement nor any of the rights~ interests or obligations hereunder will be 
assigned (whether voluntarily, involuntarily, by operation of law or otherwise) by any of 
the parties hereto without the prior written consent of the o~er parties, provided, 
however, that the parties hereto may assign ~eir rights (but not its obligations) under this 
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Agreement, in whole or in any part, and from time to . time, to a wholly-owned, direct or 
indirect, subsidiary. 

6.8. Governzng Law. 

This Agreement and the legal relations among the parties hereto will be governed by and 
construed · in accordance with the internal substantive laws of the State of Minnesota 
(without regard to the laws of conflict that might otherwise apply) as to •all · nianers> 

. including · without limitation matters of validity, construction; effect, performance and 
_remedies, except to the extent that the provisions of the Minnesota Corporation Code may 
apply to the internal affairs of Sellers. 

6.9. Counterparts. 

This Agreement may be executed simultaneously in one or more counterparts, each of -
· which •win be de~ed an original, but all of which together will ~onstjtute one and the .. 
same instrument. 

6.10. Headings. 

The table of contents and the headings of the sections and subsections of this Agreement · 
are inserted for convenience only and will not constitute a part hereof. • 

6.11. Entire Agreement. 

This Agreement. the Disclosure Schedule and the exhibits and other writings referred to 
in this Agreement or in the Disclosure Schedule or any such exhibit or other writing are 
part of this ~greetnent, together they embody the entire agreement and understanding of 
the parties hereto in respect of the transactions contemplated by this Agreement and . 
together they are referred to as this "A£reement" or the "A£reement". There . are no • 
restrictions, promises, warranties, agreements, covenants or undertakings, other than 
those expressly set forth or referred to in this Agreement · This Agreement supersedes all 
prior agreements and understandings' between the parties with respect to the transaction. or 
transactions . contemplated by this Agreement. Provi~jons of this Agreement will be 

.·interpreted to ~e- valid and enforceable under applicable Law to the extent that such 
• ~ interpretation does not materially alter this Agreement; provided, however, that if any 

such provision will become invalid or unenforceable under applicable Law such 
provi.sion will. be stricken to the extent necessary and the remainder of such provisions 
and the remainder of this Agreement will continue in full force and effect.. 

6.12~ Certain Definitions. 

For purposes of this Agreement, the term "Material Adverse Effect" means an event, 
change or: -occurrence which has a material negative impact on the condition (financial or 
othemise), Business, results of operations or prospects of the Sellers or the Purchaser, 
taken~ a ~hole, as the case may be (and going concern value, in the case of the Assets) 
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other than any such event, change • or occurrence resulting or arising from (i) general 
economic conditions or (ii) the loss of any customer as a result of the announcement or 
consummation of the transactions contemplated hereby. 

IN WITNESS WHEREOf 7 the parties hereto have caused this Agreement to be duly 
• executed as of the day and year first above written. 

BCBSM,.INC. CREATIVE BENEFIT CONSULTANTS, 

C]J_\1--=:-----.-_ 
Its: ~£.>, 1 CM. V ~ Gi1.1..u ~ AF F.41,t.S 

INC. 
1 

. --
, '} i ·\ - . . -,-f<f 

By: J <./'-, ) -1-+-~----_____ _, ,__~ ' -
J . 

Its: C 

PEOPLE'S HEALTH CARE, 
INCORPORATED • 7 • _ 

. J 7 J_+· . - .IJ' 
By: V.._.AJ v~ _ .,,___,,__,_,.,.-_c-vf ~ 

; . ,--
Its: ___ c_. _~v-_:_~_<_~ ________ _ 

0 
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EXHIBIT 
LI 

TRADE NA1\1ES 

1. Creative Benefit Consultants 

2. People's Health Care 
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EXHIBIT 
1.1 (b) 

EXCLUDED ASSETS 

THERE ARE NO EXCLUDED ASSETS. 

) 
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·EXHIBIT 
1.5.1 

CONSULTINGAGREE1\1ENT 
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EXHIBIT 
2 

DISCLOSURE SCHEDULE 
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§2.4 
NON-CONTRA VENT/ON 

THERE ARE NO DISCLOSURES MADE PURSUANT TO THIS SECTION. 

23 BCBSM 74839 • 



§ 2.5.1 
CONSENTS 

THERE ARE NO DISCLOSURES 1"1ADE PURSUANT TO THIS SECTION. 
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§ ~.5.2 
MSC WRITTEN CONSENT 

) 
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§2.8 . 
INTELLECTUAL PROPERTY RIGHTS 

. . 

THERE ARE NO DISCLOSURES MADE PURSUANTTO THIS SECTION. 
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§_2.9 
LITIGATION 

THERE ARE NO DISCLOSURES l\'IADE PURSUAl'IT TO THIS SECTION. 
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§2.11 
CONTRACTS AND COMllfIThlENTS 

THERE ARE NO DISCLOSURES MADE PURSUANT TO THIS SECTION. 
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§ 2.17 
CUSTOMERS 

THERE ARE NO DISCLOSURES lYlADE PURSUk'ff TO TffiSSECTION. 

29 
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A TIACH1\1ENT B 

PARTICIPATING PROVIDER AGREE1"1ENTS 
INCORPORATEDUNDERTHEI\-IASTERAGREEMENT 
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ATIACHI\1ENT D 

CURRENT BCBSM AFFILIATES AND JOINT VENTURES 

) 
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ATIACHMENTE 

BCBSl\tl PEER REVIEW PROCESS 
{Includes Medical Necessity) • 

NOT ATTACHED 
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BILL OF SALE 

- THIS BILL OF SALE ("Bill of Sale") effective July 1, 1998 by and among BCBSM, Inc. 
("Purchaser"), Creative Benefit Consultants, Inc., a Minnes_ota corporation, People's Health 
Care, Incorporated, a Minnesota corporation and Virgil Hammerstad, a resident of the State of 
\Visconsin (the "Shareholder") (Hammerstad, People's Health _ Care, Incorporated and Creative 

• Benefit Consultants, Inc. are collectiyely referred to as the "Sellers"). Unless otherwise 
expressly defined herein, capitalized words and p~es used herein shall have the same meaning 
as they have in the Asset Purchase Agreement (as defined below). 

The Sellers, the Shareholder and- the Purchaser have entered into that certain Asset 
Purchase Agreement, dated as of the date hereof (the "Purchase Agr~ement"), providing for the 
sale by the Sellers and the acquisition by the I:rrcha.ser, -as of the date hereof, of the Purchased_ 
Assets. 

NOW, THEREFORE; in consideration of the premises and the other good and valuable 
consideration given by the Purchaser to the Sellers, the receipt and sufficiency of which are 
hereby acknowledged, subject to, and except as otherwise provided in., the Purchase Agreement, -
the Sellers do hereby sell, tran_sfer, convey, assign and deliver to the Purchaser, its successors arid 
assigns, forever, free and clear of all mortgages, pledges, liens, encumbrances and security 
interests of any kind or nature (except as otherwise expressly provided in the Purchase 
Agreement), as of the Closing, all right, title and interest of the Sellers in and to the Purchased 
Assets. 

The Purchaser, the Sellers and the Shareholder hereby acknowledge and agree that neither 
the representations and warranties nor the rights, reme_dies and obligations of any party under the 
Purchase Agreement shall be deemed to be enlarged, modified or altered in any way by this Bill 
of Sale. 

This Bill of Sale, an~ the rights and . obligations of. the .-parties hereunder, shall be 
construed in accordance with, and governed by.the laws of the State of Minnesota with regard to 
choice of law principles or conflict of law rules. 

This Bill of Sale may be executed in any number of separate counterparts, all of which 
when executed and delivered, shall be deemed to· be one and the siune instrument. 

* * * * 
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IN WITNESS WHEREOF, the Purchaser, the Sellers and the Shareholder have caused 
this Bill of Sale to be executed by a duly authorized officer effective as of the date first above 
written. 

Creative Benefit Consultants, Inc. • 

People's Health Care, Incorporated 

~ •• \ C z 
Its:_l_~---·_,_,_l _____________ _ 

irgi ammerstad . 
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CONSULTING AGREEl\fENT 

This Agreement (the "Agreement"), effective as of July 1, 1998, is between BCBSM, 
Inc., d/b/a Blue Cross and Blue Shield of Minnesota, a Minnesota nonprofit health service 
corporation (the "Company"), with an address at 3535 Blue Cross Road, Eagan, MN 55122 and 
Creative Benefit Consultants, Inc. a Minnesota corporation ("CBC'), with an address at 4429 

. Wilderness Run Ct., Eagan, MN 5 5213-183 5 and Virgil Hammerstad, an individual residing in 
Wisconsin, with an address at 333 Galahad Rd. N., Hudson, WI 54016-1021 (CBC and Virgil 
Hammerstad are collectively referred to as the "Consultant,,). Company, CBC and Consultant 
are sometimes referred to herein, individually as a HParty" and collectively ·as the uParties.'~ 

• \ 

\VHEREAS, The Parties wish to provide for the engagement of the Consultant by the 
Company. 

\VHEREAS, The Consultant wishes to receive compensation from the Company for the 
Consultant's services, and the Company desires reasonable protection of its confidential business 
and technical information that has been acquired and is being developed by the Cornpan.y at 
substantial expense. 

\VHEREAS, The Company wishes to obtain reasonable protection against unfair 
competition· from the Consultant following termination of engagement and to further protect 
against unfair use of its confidential business and technical information and the Consultant is 
willing to grant the Company the benefits of a covenant-not-to-compete for these purposes. 

NO"W, THE°REFORE, The Parties, each intending to be legally bound, agree as follows: 

I. Engagement. Subject to all of the terms and conditions of this Agreement, the Company 
agrees to engage the Co·nsultant for the term of this Agreement, and the Consultant accepts such 
engagement. 

·2. Independent Contr~ctor Status. It is expressly understood and igreed that the Consultant 
is and shall be ·an independent contractonind not an employee of the Company with respect to 
the services contemplated by this Agreement. As an independent contractor, the Consultant shall 

. not be entitled to any pension, profifsharing~ health or similar or other benefits, if any, that are or· 
may be available to employees of the Company. Further, the Consultant shall pay any and all 
payroll or income taxes of any nature whatsoever, including, without limitation, FICA taxes and 
federal, state, provisional and local ta-xes, imposed. upon the fees paid to the Consultant under 
this Agreement Consultant shall have no authority · to bind the Company to any contract, 
agreement or arrangement 

3. Duties. For the· term specified in this Agreemen~ the· Consultant will provide consulting, 
. general advisory and other .. services to or on behalf of the Company as may be relevant to 

providing health benefits coverage administrative services to Minnesota Services · Cooperatives, 
• ("MSCs'1 as established by tvfinnesota Statutes section 123.582, subd. l. Such services to MSCs 

BCBSM 74851 



. are _hereinafter referred to as "the Business:' The general nature of such services · is more 
specifically set -forth in Exhibit A attached hereto and incorporated into this Agreement. Toe 
Consultant shall provide the services by telephone, in writing and in person as the Company 
reasonably requests. The Consultant will employ his best efforts and endeavor in good faith to 
render the services which are the subject of this Agreement, and will perform such other 
reasonable duties and services as may be consistent with the responsibilities of the . positio~ 
pro.,rided such services shall not.be less than 267 hours per year. 

4. Term. Subject to earlier termination in accordance with Section 5 below, this · Agreement 
shall become effective on the date set forth ·above and will have a term of sixty (60) months. 

5. Termination. Subject to the respective continuing obligations of the Company and the 
Consultant under Sections 7, 8, 9 and 10 below: 

( a) • father Party may terminate this A~eement immediately on written notice to the 
other Party for cause, including (without limitation) fraud, misrepresentation, theft, 
embezzlement of assets ofthe Company; 

(b) Either Party may te'nninate this Agreement upon thirty (30) days written notice to 
the other Party of a material breach of any provision of this Agreement, which remmns 
• uncured after such thirty (30) days; and 

(c) This Agreement will terminate upon the Consultant's death or upon written notice 
from the Company in the event of the Consultant's disability that prevents the Consultant 
from performing his duties under this Agreement ( as described in Section 3 above). In 
the everit of Consultant's death during the term of this Agreement, in recognition of the 
continued benefit of services provided before his death, Consultant's estate, or other 
beneficiary as directed by Consultant, shall be paid p.11 amount equal to $1 _50,000 less 
amounts received in previous years under this Agreement. • 

'6. . Compensation. • 

( a) Cash Compensation·. During the term of this Agreement, the Coinp~y shall pay 
. the Consultant afee One Hundred Fifty Thousand ($_i50,000) during the 60 month period 
of this Agreement Payment shall be made as follows: 

(i) Sixty Thousand Dollars ($60,000) due and payable, together with accrued 
interest from July -1, 1998 to the date of paymen_t, calculated at ·the same _ rate as 
the 90-day Treasury Bill rate, as of the date of payment. 

_ (ii) Thirty Thousand Dollars.($30,000) due and payable on January 1, 2001.. • 

· (iii) • Thirty Thousand Dollars ($30,000)·due c!lld payable-on.January 1, 2002. 

(iv) Thirty Thousand Dollars ($30,000) due and payable on January 1, 2003~ 
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7. Inventions. 

( a} "Inventions," as used in this Section 7; means any inventions, discoveries, 
improvements and ideas (whether· or not they are in writing or reduc~d to practice) or 
works • of authorship ( whether or not they can be -patented or copyrighted) that the 
Consultant makes, authors, or conceives (either alone or \\tith others) and that both: (a) 
result from any work the Consultant performs for the Company; and (b) relate in any way 
to .the Company's business, products or· _services,. past, present, anticipated or under 
development. The Consultant agrees that all Inventions made by the Consultant during or 
within six months after the termination ofthis Agreement will be the Company's sole and 
exclusive property. The Consultant will assign (and the Consultant hereby assigns) to the 
Company all of the Consultant's rights to the Invention? any applications the Consultant 
makes for patents or copyrights in any country; and any pa~ents or copyrights granted to 
-the Consultant in any country. The Consultant, repre-sents that, _except as pre~ously 
disclosed to the Company in writing, as of the dat_e of this Agreement, the Consultant 

-does_ not have any rights under, and will _not make ·any claim against the Company with 
respect to any inventions, discoveries, improvements, ideas or works of authorship which 
would be Inventions if made, conceived, authored or acquired by the Consultant during 
-the term of this Agreement. -

(b }- To the extent that any Invention qualifies as "work made for hire" as defined in 17 
U.S.C. § 101 _ (1976), as amended, such Invention shall constitute '\vork made for hire" 
arid, as such, -shall be the exclusive property of the Company. 

8. Confidential Information . 

(a) uConfidential Information" means information or data of the Company 
• concerning its _ business, c\lStomers, products, -proposed products, plans, inventions, 
processes _ arid techniques which is obtained by ·another _ designated person or entity, -
whether r7ceived during the term of this Agreement ·or previously during the term of the 
•Distribution Agreement, but .does not include informati~n that: (a) is alreadyJawfully in 
the. possession of the obtaining ; person through independent means- at the .time _of 

: disclosure thereof; (b) i~ or later becomes part of the public domain tlrrough· no· faultof _ 
_ · obtaining person; (c) -is lawfully received by the obt~g person from a third .Party ._ 

- -· having -·no obligations of confidentiality to another person or entity ··which treats such 
information to be -proprietary to -i~;- (d) is reqtrired to be discloseci by order of a 

·• g·ovemmental agency or by a court of competent jurisdiction; or ( e) is independently 
developed by the obtaining persons by agents or employees having no access to the 
informati~n otherwise constituting Confidential Information. 

(b) ' Except as expressly authorized in wri_ting-by this Agreement or otherwise, and, 
during the term of this _Agreeme~t and: thereafter, (a) Consultant will not use for his own 
benefit or the benefit of any thir~ party any Confidential Information of the Company or · 
any Affiliate; and (b) Consultant will use all reasonab_le care, but in no event less -care 
than he talces to protect his own Confidential Information of similar importance, ·to 
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protect the Confidential Information of the Company or its Affiliates from unauthorized 
use, disclosure and publication. The Consultant further agrees that he ( a) shall use the 
Confidential Information only for, and in the course • of providing services for the 
Company pursuant to the temis of this Agreement, and (b) shall. immediately upon . the 
earlier of the termination of this Agreement or the request of the Company, deliver to the 
Company any and all originals and all copies of the Confidential Information. 

9. Competitive Activities. The Consultant agrees that, during the term of engagement with 
the Company, the Consultant wiil not alone, or in any capacity with another firm,, 

( a) • directly or indirectly render services to any perso.n, firm or corporation in 
connection with the development, marketing, sale or promotion of any products or 
service-s that are competitive with any products or services of the Company (whether 
commercially available or under development) on which the Consultant worked or with 
respect to which the . Consultant received confidential or proprietary information during 
the Consultant's engagement with the Company; or 

(b) , in any way interfere or attempt to interfere with the Company's relationships with 
any of its current or potenti~ customers or suppliers; or 

(c) employ or attempt to .employ (by soliciting or ass1stmg anyone else in the 
solicitation of) any of the : Company's .then employees on behalf of any other entity 
competing with the Company. 

This Section 9 shall cease to be app~cable to any activity of the Consultant_fro-m and after such , -- , 
time as the Company (i) shall have ce~ed all business activities for a period .of SL"'< ( 6) months or 
(ii) shall have made • a decision through its Board of Directors not to continue, or shall have 
ceased .for a period of six (6) months; .the business activities with which such activity of the 
Consultant would be competitive. 

. . 

Furthermore, if one of the M~Cs .decides, independently, to use ano.ther third party administrator 
for services similar to those .services previously provided by the .Company;· Consultant will · be 

• free to · pursue ~ opportunityj-0 place the . groups in :the MSC with .the Company directly or 
throt,1gh another •• pooling arrangement, with the approval of.the Comp·any. · • • • • • 

The provisions of this Section 9 shall survive the termination of this Agreement in the event the 
Agreement is terminated by BCBSM under Section 5 (i) for cause·~ ~eluding (without limitation) 
fraud, misrepresentation, the~ embezzlement of assets of the· Company-by Consultant; (ii) for a 
material breach by Consultant of any provision of this Agreemen~ which remains uncured after 
such thirty (30) days; ,or (iii) in the event of the Consultant's disability .that prevents the 
Consultant from performing duties under this Agreement. 

l 0. No Adequate Remedy. The Consultant understands that if the Consultant fails to fulfill 
the • Consultant's obligatjons under Sections 7, 8 or 9 of this • Agreement, the damages to the 
Company would be very difficult to determine. Therefore, in addition to any other rights or 

4 BCBSM 74854 



remedies available to the Company at law, in equity, or by statute, the Consultant hereby 
consents to the specific enforcement of Sections 7, 8 and 9 of this Agreement by the Company 
through an injunction or restraining order issued by an appropriate coun. 

11,. Consent to Use of Name. The Consultant consents to the use of the Consultant's name, 
v.-ithout prior wrinen approval, in appropriate Company materials. 

12. Miscellaneous. 

(a) No Conflicts. The Consultant represents and warrants to the Company that 
neither the entering into of this Agreement nor ~e performance of any of the Consultant's 
obligations hereunder will conflict with or constitute a breach under any obligation of the 
Consultant under any agreement or contract to which the Consultant is a party or any 
other obligation by which the Consultant is bound. Without limiting the foregoing, the • 
Consultant agrees that at no time will the Consultant utilize any trade secrets or other 
intellectual property of any third party while performing services hereunder. 

(b) Modification. This Agreement may be modified or amended only by a writing 
signed by both the Company and the Consultant. 

(c) Governin£ Law. The laws of Minnesota will govern the validity, construction, 
and performance of this Agreement_ 

( d) Construction. Wherever possible, each proV1s10n of this Agreement · will be 
• interpreted so that it is valid under the applicable law. If any provision of this Agreement 
• is to any extent invalid under the applicable law, that provision will still be effective to 
the extent it remains valid. • The remainder of this Agreement also will continue to be 
valid, and the entire Agreement will continue to be valid in other jurisdictions. 

(e) Waivers" No failure or delay by either the Company or the Consultant .in 
exercising any right or remedy under this Agreement V(ill waive any provision of the 
Agreement 

{f) Entire.A~eement. This:Agreement supersedes .all_previous and contemporaneous 
oral negotiations, commitments, writings and understandings between the •• Parties • 
concerning the matters in this Agreement, including · wtthout limitation -any policy or 
personnel manuals of the Company. 

(g) Notices. All notices and other communications required or permitted under this 
Agreement shall be in writing and shall be hand-delivered or sent by registered or 
certified first-class mail, postage prepaid, or commercial overnight delivery ·semce and 
shall be effective upon delivery if hand-delivered, three (3) days after mailing if mailed or 
one ( 1) day after delivery to a commercial overnight delivery service, in each case to the 

• addresses stated at the beginning of this Agreement. These addresses may be changed at 
any time by like notice. 
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(h) Assignments. Except for permitted assignment as provided above, or otherwise 
expressly permitted hereunder, neither this Agreement nor any right or obligation arising 
hereunder may be assigned by any Party hereto, in whole or in part~ without the prior 
written consent of each other Party hereto, which may be withheld in the absolute 
discretion of such other Party, and any attempted assignment in violation of the terms 
hereof will be null and void and of no force or effect. The Parties agree that either Party 
may assign .its righ~ and delegate its duties hereunder to any entity which it controls, is 
controlled by or with which it is under common control. Subject to the foregoing 
sentenc~, this Agreement will be binding upon and inure to the benefit of the Parties and 
their respective successors and _assigns . 

.. (i) Disputes. All disputes, controversies and claims arising out of or in connection 
with, or relating to this Agreement or any breach or alleged breach hereof shall, on the 
request of any party involved, be submitted to and settled by arbitration in the City of 
Minneapolis, State of Minnesota, pursuant to the commercial arbitration rules then in 
effect of the American Arbitration Association (or any other time or any other place or 
any other form of arbitration mutually acceptable to the parties so involved). Any award 
rendered shall be final _and conclusive upon the parties and a judgment thereon may be 
entered in the highest court of the forum, state or federal, having jurisdiction. 

IN \\ilTNESS \'./HEREOF, the Company and the Consultant have executed this 
Agreement as of the date first above written. 

Its: . C ......) ,J <{ /L. 
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EXHIBIT A 

DESCRIPTION OF DUTIES 

In addition to the duties and responsibilities outlined elsewhere in • this Agreement, 
Consultant agrees that he v.-ill render the following consulting, · sales and marketing, general 

. advisory, and other services to or on behalf of the Company throughout the Consulting 
.Year. 

(1) Marketin~ Efforts. The Consultant shall devote reasonable commercial efforts to 
assist the Company with the continued market development, sales and marketing 
of the Business to MSCs, in a manne.r consistent with, . but not limited to the· 
Consultant's efforts prio·r to entering into this Consulting AgreemenL 

(2) . Related Services. The Consultant shall render consulting, general advisory, and 
other services to · the Company relating to the Company's efforts to provide third 
party administrator and ancillary services to MSCs. 

(3) Sales Information. The Consultant shall provide consulting, general-advisory, and 
other sen,;ces to the Company relating to · the Business. The Consultant shall, 
from time to time, discuss with the Company, any changes in market or other 
conditions in the Business which might materially affect current or potential sales 
of products to MS Cs. 
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ACKNOWLEDGMENT 
AND 

CONSENT 

Acknowledgment 

The undersigned ------------~ Service Cooper;ative • ("MSC") 
hereby acknowledges that the following has been disclosed to the MSC. 

• • Virgil Hammerstad, individually, and Creative Benefits Consultants ("CBC") entered into an 
agreement, effec~ve July 1, l 998~ with Blue Cross and Blue Shield . of Minnesota 
("BCBSM';) wherein CBS would sell to · BCBSM all the assets of CB~, which . Mr. 
Hammerstad or CBC purchased or created to aid in the development of a MSC third party 
adminis.tra~or and provider network prior to 1998 and which wouid hav~ been used to provide 

• services to MSCs.. The assets were purchased from CBC by BCBSM for One Million Four 
Hundred Thousan~ Dollars ($1,400,000). 

• 1-tk Hammerstad .and BCBSfyi .entered into a consulting agreement wherein ~fr. Hammerstad 
will provide consulting, general advisory, and other services to BCBSM relating· to joint . 
development of aprnvider·network to be used by the MSCs and BCBSM's services •to MSCs. 
h'lr. Hammerstad.will receive compensation of Thirty Thousand Dollars ($30,000) per year, 
not to exceed One Hundred Fifty Thousand Dollars ($150,000) during the period July 1, 
1998 to June 30, 2003. 

Consent 

By this acknowledgment, • the MSC consents to the • termination .of its contractual 
relationship, i.f any, with CBC and any of its affiliates and Mr. Hammerstad individually and any 
corporation wholly-owned·by Mr. Hammerstad. 

_________ Service Cooperative 

By ____________ _ 

Its -------,-----------
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CONSULTING AGREEMENT . 

This Agreement (the "Agreement"), effective as of January 1, 2002, is between 
BCBSM, Inc_, d/b/a Blue Cross and Blue Shield of Minnesot~ a Minnesota nonprofit 
health service corporation (the . "Company" or ~'Blue Crossn). • with an address at 3535 • 
Blue Cross Road, Eagan, MN 55122 and Creative ·Benefit Consultants, Int., a Minnesota 
corporation ("CBC"), with an address at 4429 Wilderness Run Cou~ Eagan, Minnesota 
55213-1835 and Virgil Hammerstad, an individual residing 'in Wisconsin, with an address .. 
at .333 Galahad Road North, Hudson, Wisconsin 54016-1021 (CBC arid Virgil 
Hammerstad are collectively referred to as the "Consultant")_ Company, CBC and 
Consultant are sometimes referred to herein, individually as a "Party" and collectively ·c:\S 
the "Parties_" 

WHEREAS, Blue -Cross has developed products to be affordable insurance 
product alternatives for individuals and gro_ups of 500 and· under which _consists of ·a -
health plan coupled with either a tax-qualified Medical Savings Account which meets _the 
requirements of Internal.Revenue Code section 220 CMSA .. ) or a Health Reimbursement 
Account, as that tenn is defined in IRS Notice 2002-45 (the UProductsn)_ The Products 
do not inc.lude Flexible Spending Accou.nts, under Internal Revenue Code section 1257 

VEBA _products and the Consumer Directed Health Plan_- The Medical Savings ·Account 
or Health Reimbursement Account must be administered by MIT_ 

·wHEREAS, Blue Cross wishes to establish itself as the market leader for _the 
-Products and Consuitant has the _ (equisite marketing experience to assist Blue Cross in 
review, analysis and recommendations of its product design, market strategy, 
promotional and_ educational materials> reporting packages fo~ purchasers and education 
strategy for agents ancf!or purchasers_ 

WHEREAS, The Parties wish to provide for the engagement of the Consul~nt ~y 
the Company to provide the services described above. 

WHEREAS, Consultant wishes to receive compensation from the Company for 
the Consultant's · services, and the Company desires reasonabie protection ·of its 
confidential business and technical .information . that has been acquired and is being 
. developed by the Company at substantial expense . 

. WHEREAS. The Company wishes, to obtain reasonable p~otectiOJ?- against unfair 
competition from the Consultan~ following termination of engagement and to further 
protect against unfair use of its confidential b.usiness and technical information and the 
Consultant is willing to grant the Company _the benefits of a covenant-not-to-compete for 
these purposes_ 
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NOW, THEREFORE, The Parties, each intending to be legally bound> agree as 
follows: 

L Engagement_ Subject to all of the terms and conditions of this Agreement, the 
Company agrees to engage Consultant for the term of this Agreement, and Consultant 
accepts such engagement. 

2_ Scope_ This engagement applies to efforts . and results of enrollment only for 
individuals and groups of 500 or fewer eligible employees_ 

• 3_ Independent Consultant Status_ Consultant is an independent consultant, and is not 
an _em_ployee> servant, agent, partner, or joint venturer of Blue Cross_ . Neither party to 
this Agreement will have .any authority to bind or represent the other party_ . Blue 
Cross shall identify and request the Services to be perfornied, but Consultant sh_all 

. determine the legal means by which all Services are to be accomplished_ Blue Cro~ 
:is not responsible for withholding, and shall not withhold, FICA or_ any other· 
employm_ent-related taxes of any kind from any payments made to ·Consultant_ 
Neither Consultant nor its employees nor any subcontracted personnel shall be 
entitled to receive any benefits which employees of Blue Cross are entitled to receive, 
nor shall Consultant. its employees or subc9ntracted -personnel be entitled -to receive 
from or through Blue Cross, workers' compensation, unemployment compensation. 
medical insurance, paid vacations, paid holidays, pension> profit sharing or Social • 
Security on account ·or Services performed under this Agreement 

4_ Duties_ For the term specified in this_ Agreement, Consultant will provide consulting . . 
general advisory and other services to or on behalf of the Company as may be 
relevant to marketing and sales of the Products_ The general nature of such services 
is .more specifically set forth in Exhibit A attached hereto and incorporated into this 
Agreement_ . C9nsultant · shall provide the services by telephone. in writing and in 
person as the Company reasonably ·requests_ • Consultant will ~mploy his best effortS 
and endeavor in good faith to render the services which are the subject of this 
Agreement, and will _perform such other reasonable duties and s~rvices as may _ be 

. . consistent with the r~ponsi~ilities of the position_ - Consultant shall consult with 
Richard Neuner, Vice -President -: Marketing, Commer~ial Sales -and . Service~ 
Consultant shall provide written statements _to ·steven _.Youso, Vice President of 
Community Accounts every quarter itemizing the worlc he· has performed in 
connection with this Agreement_ Failure to submit such statements of work will 
constitute a material breach_ 

ThIS·. \J!Ork _is· to . be performed by Virgil Hammerstad or other agents. contractors or 
• employees of Creative Benefit Consultants who have been appro_ved by the Company.: 

Consultant shall be responsible for obtaining and managing all resources required to 
fulfill this Agreement, including labor, workspace, computers and other business 
expenses~ In the event any agent, contractor or employee of Creative Benefits 
Consultants is an _appointed agent of Blue Cross; no agent-of-record transfers to such 
appointed agent will be allowed with respect to ariy contacts made in the performance 
-of services under this agreemenL -
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· 5. Tenn. 

(a) Subject to earlier termination in accordance with Section 6 below, this Agreement 
shall become effective on the date set forth above and will terminate on December . 
31, 200T 

6. Termination. Subject to the respective continuing obligations of the Company and 
Consultant under Sections 8, 9, IO and 11 below: 

(a) Either Party may terminate this Agreement immediately on written notice to the 
other Party for cause, including (without limitation) fraud, misrepresentation, 
theft, embezzlement of assets of the Company. 

(b) If because of the passage of some statute, the adoption of some rule or regulation, 
or the interpretation of any existing statute, rule or regulation, the sale . of the 
Products would be illegal, then this Agreement shall be void and of no further· 
effect 

(c) This Agreement will terminate upon Virgil Harm:nerstad's death or upon written 
notice from the Company in the event of his disability or inability that prevents 
Consultant from performing his duties under this Agreement (as ·described in 
Section.4 above). ' 

7. Compensati.on. 

(a) Cash Compensation. Subject to the terms and · conditions of the Agreement, 
. payments shall be made as follows: 

(i) Base· Fee. The Com;pany shall pay Consultant a base fee in the amount of 
·Fifty Thousand Dollars ($50,000) to be paid .at the commencement of the 
Agreement. 

(ii) Contract Fees-. ·For the period January 1. 2002 to Dece(nber 31, 2007, the 
Company will pay. on an annual basis, a fee based on the increase of cont~ts 
enrolled ·in the Products payable two weeks after the end of each calendar 

. year beginning January 2003 and ending January 2008. The fee paid _will be 
Nineteen Dollars ($19) for each new contract and Seven ·arid 60/100 Dollars 
($7..60) for each existing -contract that converts .to the Products from an 
existing Blue Cross health plan during the year, until total contracts in the 

-Products reaches Twenty-Six Thousand Three Hundred and Fifteen (26,315) 
contracts. 

(iii) Bonus Payment. Blue Cross will calculate a final bonus payment on net 
contracts achieved as of December 31, 2007. Target performance would pay 
Fifty Thousand Dollars ($50,000) for enrollment ·between ._Twenty-Six 
Thousand Three Hundred and Fifteen (26.315) and Thirty-Six ThollS<!Ild Nine 
Hundred and Ninety-Nine (36,999) contracts. Superior perfonnance would 
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pay One Hundred Thousand Dollars ($100r000) for enrollment in excess of 
Thirty-Seven Thousand (37,000) contracts. Such bonus payments are -not 
cumulative. • 

(b) Termination of Payments. All payments terminate in the event of termination of . 
this AgreemenL Termination of the contract due to change in regulation or law. 
will result in payment made pro rata to the date of the termination notice. 
Termination for material breach is pro rata to the date of the breach. 

8. Ownership Rights in Work Products. 

(a) All intellectual property and other work product created by Consultant or any 
pe'rson .working for or under Consultant in connection with Services provided 
Blue Cross under this Agreement and Schedule(s) including, without limitation, 
all methods, processes, business adaptations, . reports, products, notes, drafts, 
.programs, software, memos, manuals, deliverables and other materials, whether in 

. ·paper, electronic or other fonn and whether completed or in process (collecdvely 
• uwork Product'1, and all trademark and patent rights, copyrights, trade secrets 
and other property-based or ownership-based rights and int~rests therem or 
stemming therefrom. are hereby irrevocably and unconditionally assigned and 
transferred to. and shall immediately upon the creation of or the corning into 
existence thereof become. the exclusive property of Blue Cross and shall be 
deemed to constitute trade secrets and Confidential Information of Blue Cross and 
subject • to the restrictions of Confidential Information contained in this 
Agreement. • Consultant retains no rights or interest in connection with such 
assignment and transfer, and Consultant acknowledges that Consultant will not 
have the .right to publish or use any such Work Product (in any form or state of 
revision or in any derivation whatsoever) without Blue Cross's prior written 
consent, even in the event it is deemed not to constitute Confidential Information. 
All such Work Product shall be left with Blue Cross upon completion of the 
Services to use or employ in any manner Blue Cross deems appropriate in its sole 
discretion. All Work Product which results from or relates to such Services shall 
be deemed to be "works made for hire" within the meaning of then current U.S. 
~o.pyright law to the extent not expressly proscribed ·by federal law. If any V(ork: 

·Product does not qualify as <~works made for hire" within the meaning of then 
current U.S. ·copyright law, then Consultant hereby irrevocably transfers, assigns 
and conveys the entire right, title and interest in .the Work Product to Blue Cross. 
Consultant agrees that it will have and maintain written agreements between 
Consultant and any of Consultant's principals, employees and. subConsultants, if 
any, Who provide Services and/or Work ·Product hereunder which establish and 
·assign to Blue (:ross all such rights and interests in such Work Product and that 
copies of such agreements will be made available to Blue Cross upon request. 
Consultant agrees to execute and deliver to Blue Cross all documents reasonably 

• requested by Blue Cross in connection with such assignment of rights, and upon 
request, Consultant will cooperate with Blue Cross to perfect, assert or defend 
Blue Cross's rights and interests in such Work Product Consultant warrants that 
ilo other party shall have any rights whatsoever therein. 
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(b) It is understood that Consultant shall be free to use its general knowledge, skills 
_ and experience and any ideas, concepts, know-how. and techniques related to-the 

Services provided by ConsultanL Co~ultant shall retain all ownership rights in 
any preexisting proprietary tools, products and methodologies of Consultant 
which Consultant c~ adequately document as having been previously developed -
by Consultant and that Consultant may use in performing the Services; provided,­
however, that Consultant hereby grants to Blue Cross a non-exclusive, perpetual 
royalty free license . to use such preexisting • proprietary tools, products and 
methodologies of Consultant to the extent the same are incorporated in -or 
necessary to the use of the Servicesand/or Work Product provided to Blue _Cross 
by Consultant. 

(c) Consultant may retain, subject to the tenns of Sections 6 ~d 7, copies of its wc_>rk 
papers relating to Services provided rursuant to this Agreement solely for intemal 
use by Consultant in connection with compliance with its quality assurance 

· requirements. 

(d) The parties acknowl~dge and agree that monetary damages will _ riot fully 
compensate the other party in the event of a breach of the-terms ~d conditions of 
this Section 8 and that upon any such violation, the non-breaching party shall be 
entitled as a matter of right to injunctive relief in addition to all other remedies at 
law. _ 

9. Confidential lnform.t)._tion_ 

• (a) Consultant acknowledges and agrees that in the course of perforrnan~ of 
Consultant's obligations under this Agreemem, Consultant might ~ given or 
obtain access to Co_nfiden_tial Information of Blue Cross andf or any Affiliate 
(defined below)_ Consultant shall not disclose, nor shall Consultant pennit ifs 

•• employees and subConsultants to disclose, to any employee or subCo.nsultant of 
Co_Iisultant who is not specifically assigned· to perfonn Services in connection 
with this Agreement or to any other person, entity or organizati~n not a party to 
this Agreement, any such -Confidential Information of ·Blue Cross and[or any 
Affiliate_ Consultants obligations set forth in th~ Section 9 shall survive 

• expiration or earlier term4lation of this Agreement and co~pletion of the Services 
in connection herewith. Th~ term "Affiliate" for purposes of this Agreement shall 
mean (i) any entity that~ directly or indirectly, through one or more intermediaries, 

. controls or is comrolled by or is under common control with Blue Cross, and/or 
.(ii) any entity in which an entity described in ~'(iY' above hold$ not less than 30% 

• . of the membership interest or issued and outstanding voting securities thereo[ 

(b) uConfidential Infoonation" shall for purposes of this Agreement include, without 
limitation, ~ information in any fo~ which relates to the business and 
operations of Blue Cross and/or an_y Affiliate, including, without limitation, 

- "information related to corporate strategic goals. plans, strategies, products and 
services. commercial and financial information, system functionality charts and 
descriptions. program code logic, trade secret information, infonnatioii about 
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employees and customers, and any notes, analyses, cost d~ compilations, 
studies, interpretations, or documents which contain or are based upon -any 
Confidential Information, regardless of whether any such materials or information 
are specifically labeled as "confidential .. , and any other information in any form 
generally understood to be proprietary, trade secret or confidential, or which 
under the all the.circumstances ought reasonably to be treated as proprietary,.·trade 
-secret -0r confidential Consultant shall not use such Confidential Info~ation 
except in furtherance of the purposes of this Agreement.. Consultant shall have no 
rights of ownership or otherwise in any Confidential Wormation -of Blue Cross or 
an Affiliate hereunder and all.such rights are expressly reserved_ 

(t) ·confidential Information shall not include any information which (i) is, as of the _ 
time of its disclosure, or thereafter becomes, part oftJie·public domain through a 
source other than Cons~ltant.. its employees or subConsultants ; (ii) was .known to . 
Const1ltant as of the time. of its disclosure by Blue Cross to _Consultant· and not 
subject ·to any confid.entiality obligation; · (iiij is mdependently developed by 
Consultant without reference to the Confidential Information; or (iv) is learned or 
acquired from a third party not subject to an obligation of confidentiality with 
respect to the information disclosed_ 

(d) Consultant shall not remove from the premises of Blue Cross · any such 
Confidential Information of Blue Cross or any Affiliat~ without first having 
obtained the prior wriuen cons_ent'of Blue C~oss or such Affiliate_ Blue Cross 
shall present its ';Confidential Information Policy'\ substantially in the form of 
Exhibit "B" attached hereto and incorporated herein by this reference (and as suc_h 
Confidential Information Policy may be revist!d by Blue Cross from time to time) 
to all of Consultant's employees and subConsriltants who are assigned to perform 
Services hereunder and Blue Cross may require their individual _signature thereon 
as a-eondition to Consultant's ·perfonnance of Services_ 

(e) In the event Consultant receives a subpoena or other validly issued administrative 
or judicial process demanding Confidential Information of Blue Cross -or of an 
-Affiliate, Co~ultani . shall prorngtly· notify Blu-e ~ross • and/or the Affiliate and 
tender to it the. defense of such demand_ Unless . the demand shall have been 

-- timely limited, quashed or extended, Consu_ltant shall thereafter be· entitleo to 
comply with such demand to the extent required by law_ 

(0 ' Upon expiration or termination of this Agreement, Consultant shall return to Blue 
Cross all Confidential Information· of Blue.Cross or its Affiliates. within ten (10) 
days of writ.ten demand_ The teans and provisions of this Section 6 shall survive -­

. termination of this Agreement_ 

(g) Consultant acknowledges and agrees that monetary damages will not fully 
compensate Blue Cross or an Affiliate in the event of a breach of the te~ and 
conditions of this Section 6 and that upon any such violation. Blue ·cross and/or 
the Affiliate shall be entitled as a matter of right to injunctive relief in "addition ·to 
all other remedies at law_ 
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10. C~mpetitive Activities. Consultant agrees tha~ during the term of engagement with 
the Company, Consultant will not aloney or in any capacity with another firm, 

(a) directly or indirectly render services to any perso~ firm or corporation __ in 
connection with the development, marketing, sale or promotion of any products or_ 
services that · are competitive with any products or services • of- the Company_ · 
'(whether commercially available or under development) -on which Consultant 
worked or with respect to which Consultant received confidential or proprietary 
information during Consultant's engage~ent with the Company; or 

(b) in any way interfere or-attempt to interfere· with -~ Company's relationships with 
any of its current or potential customers or suppliers: or 

(c)_ employ or attempt to erriploy (by soliciting or assisring anyone- else in. the 
solicitation oO aJlY of the Company's then employees on behalf of any other entity 
competing with the Company. 

This Section 10 ·shall cease tp be applicable to any activity of Consultant -from and 
after such time as the Company (i) -shall ·have ceased all ~msiness activities for a 
period of six (6) months or (ii) shall have made a_ decision ttrrough its .Board of 
Trustees not to continuey or shall have ceased for a period of six (6) rnonthsy the 
business activities with which such activity of Consultant w9uld be competitive. 

This • Section 10 applies only to persons. firms or corporations located within the 
Exclusive Service Area in which Blue Cross is eligible to market, sell or promote its -
products to under its license with the Bh1e Cross and Blue Shield Association. 

The provisions of this Section 10 shall.survive the .termination of this Agreement in 
the event the Agreement is terminated by the Company under Section 6 (i) for cause, 

, uicluding_ (without limitation) fraud, -misrepresentation, theft, embezzlement of assets . 
of the Company by Consultant; _ (ii} for a material br_each -by Consultant ·_of any 
provision of.this Agreement7 which remains uncured after such thirty (30) days; (iii) 
in the event of Consultant's disability that prev~nts Co.nsultant from performing duties 
unde_r-this Agreement; ·or (iv) upon mutual agreement. of tlie parties-. 

IL No Adequate Remedy. Consultant understands thar if Consultant fails to fulfill 
Consultant's obligations under Sections 879; or 10 of this Agreement. the damages to . 
-i:he Company would be very difficult to determine. Therefore, in . addition to any 
other rights or remedies available to the Company at law, in equity, or by statute> 
Consultant hereby consents to the specific enforcement of Sections 8~ 9 and 10 of _this • 
Agreement by the Company through an injunction or restraining order issued by an 
appropnate .court. 

12. Consent to Use . of Name. . Consultant consents to the use of Consultant's name,. 
without prior written apprnval, in appropriate Compan_y ·materials. 
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13_ Warranties. 

(a) Consultant warrants that (i) Consultant, its employees and subConsultants, if any, 
shall have the requisite skills, abilities, licenses and qualifications to provide the 
Services, (ii) Consultant shall comply with all applicable local, state and federal 
ordinances, laws and regulations in providing the Services, (iit1 all ·Services to be . 
performed hereunder will be performed in. a good, professional, workmanlike and 
competent manner, in conformity with all applicable standards arid th~ 
requirements of this Agreement, and . (iv) Consulr.anes performance of Servi~es 
does not and will not violate the tenns and conditions of any other contract or 
obligation of Consultant_ 

(b) Consultant warrants that all Work Product will function and perform in 
• . accordance with any specifications as outlined in the applica~le Schedu,les_ If any 

Work Product does not conform to the foregoing warranty, Blue Cross shall 
notify Consultant in writing of such nonconforrnance and Consultant shall as soon . 
as reasonably practicable re-perform Services to modify such Work ·Product to 

. make it conform to such warranty. 

(c) Consultant warrants that no Work Product will intijnge upon or violate any rights 
of a third party or parties, including, without limitation, any patent, copyright, . 
trade secret or other intellectual property right_ 

(d) Except for the express warranties provided in this Agreement or as may be 
provided in a respective Schedule. Consultant does not make any express or 
implied warranties, including, without limitation, . the implied warranties of 
merchantability and fitness for a particular purpose. 

14_ Miscellaneous. 

(a) No Conflicts. Consultant represents and warrants to the Company that neither. the 
entering into of this. Agreement nor the performance of any of Consultant's 
obligations· ·hereµnder . will conflict with or constitute a breach· under any 
obligation of Consultant under any agreement or contract lo which Consultant is a 
party or any other obligation by which Consultant is bound_ Without limiting-the 
foregoing, Consultant agrees that at no lime will Consultant. utilize ariy trade 
secrets or other intellectual property of any third .party while performing services 
hereund.er. • 

{b) Modification_ This Agreement may be modified or amended only by a writing 
signed by both the Company and Co_nsultant. 

(c) Governing Law. The laws of Minnesota will govern the validity, constructio~ 
and performance of this Agreement. 

(d) Construction_ Wherever possible, each proV1S10n of this Agreement will be 
interpreted so that it is valid under the applicable law_ U any provision_ of this 
Agreement is to any extent invalid under the applicable law, that provision will 
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still be effective to the extent it remains valid. The remainder of this Agreement 
also will continue to be valid, and the entire Agreement will continue to be valid 
in other jurisdictions. 

(e) Waivers. No failure or delay by either the Company or Consultant in exercising 
any .right or remedy under this Agreement will waive any provision of the 
Agreement. 

(f) Entire A!!reemenL This Agreement supersedes all previous and contemporaneous 
oral negotiations, commitments. writings, agreements. and understandings 
between the Parties concerning the matters in this Agreement 

(g) Notices. All notices and other communications required or permitted under this 
Agreement shall be in writing and shall ,be hand-de~vered or sent by-registered or 
certified first-class • mail postage prepaid, • or commercial overnight delivery 
service and shall be effective upon delivery ·if hand-delivered. three (3) days after 
mailing if mailed or one (1) day after delivery to a commercial overnight delivery· 
service. in each case to the addresses stated at the beginning of this Agreement. 
These addresses may be changed at any time by like notice. 

(h) Assi~nrrients. Except for permitted assignment as provided above, o_r otherwise 
expressly permitted hereunder, neither this Agreement nor any right or obligation 
arising hereunder may be assigned by any Party hereto, in whole or in part, 
without the prior written consent of each other Party hereto, which rpay be 
withheld in rhe absolute discrerion of such other Party, and any auempted 
assignment in violation of the terms hereof will ·be null and void and of no force 
or effecl · The Parties agree that either Party may assign its rights and delegate its 
duties· hereunder to any entity which it controls, is controlled by or with which it 

. is under COI?mon control Subject to the foregoing sentence, this Agreement _will 
be binding upon and inure to the benefit of the Parties and their respective 
successors and · assigns. • 

(i) · Subcontrastors. Except as provided in Section 4, Consultant may subcontract for 
legat tax and ·other expertise without the prior consent of the Company, provided 

. that Consultant remains fully responsible to the Customer for the delivery of such 
services as agreed in • this AgreemenL . Provided . further that any such 
subcontractor arrangement shall not constitute any agreement. direct or indirect, 
between the Company and such subcontractor_ 

(j) . Disputes. • All disputes, controversies and claims· arising out of or in connection 
with, or relating to this Agreement or any breach or alleged_ breach hereof shall 
on the request of any party involved, be submitted to and settled by arbitration in 
~e City of Minneapolis, State of Minneso~ pursuant to the commercial 
arbitration rules then in effect of the American Arbitration Association (or any 
other time or any other place or any other form of arbitration mutually acceptable 
to the parties so involved). Any award rendered · shall be final and conclusive 
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upon the parties and a judgement thereon may be entered in the highest form of 
court of the .forum, state or federal having jurisdiction_ 

IN WITNESS WHEREOF, the Company and Consultant have executed this Agreement . 
as of the date first above written. 

BCBSM, INC. 

By: .~~ 
• fRichardNeuri~ 

Its: Chief Ma~keting Officer 

Date: ~ /3, 2fXJJ:.. , 

Creative Benefit Consultants~ Inc.. 

By: J1£g£~~J 
Its: /1R ES / 2 -E ~/ 7 

Date: //-c,1.;7- CJd 
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EXIIlBIT A 

DESCRIPTION OF DUTIES 

In. addition to the duties and responsibilities · outlined elsewhere in this Agreement, 
Consultant agrees that he_ will render the following consulting, sales _ and mar}ceting, 
general advisory. and other-services to or ori behalf of the Company throughout the term 
of the Agr~menL 

(1) . Product Design. Consultant shall devote reasonable commercial efforts to assist 
the Company with competiti:ve product -and benefit desig~; for the Products, 
including providing expertise with tax, legal and other _regulatory issl!es. • 

. . 

0,) • • Marketine- Efforts. Consultant. shall devote reasonable commercial efforts to -

(3) 

ass~t the Company in the analysis of the· accuracy and market positioning ·of 
promotj.onal an~ ·educationaj ,~aterials _of the Products and shall_ assist with the 
development of educational . forums for agents and/or-_ groups related to the 
Products. 

Consultant shall render consulting,_ general advisory, and other services to the 
Company relating to the Compa·ny.'s efforts to develop -a market strategy for the 
Products. Consultant shall. from time to time, discuss with the Company, any 
changes in market or other conditions which might· materially affect current or 
potential sales.of the Products. • 

Sales -Information. Consultant shall Rrovide consulting, general advisory, and 
other services to. the Company relat4:lg to. pro actively identifying and developing a 
target customer for the Products. • 
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Acknowledgement and Consent 

Acknowledgment 

The undersigned J,/o tC --r ;-I- "'--' £.:3 / 

acknowledges the following disclosure and agreements_ 
Service Cooperative hereby· 

Virgil Hammerstad., Creative Benefit Consultants, Inc_ (CBC) and Blue Cross and Blue 
Shield of Minnesota ("BCBSM") have entered into a six-year consulting agreement 
wherein · Hammerstad and CBC provide consulting, general advisory, and other services 
to BCBSM relating to the Minnesota Service Cooperatives, su.bject to the terms and 
conditions of the agreement Such agreement provides for a dispute resolution process in 
the · event any such service might conflict with Hammerstad's/CBC's duties ·· and 
responsibilities to the Service Cooperative_ 

Consent 

By this acknowledgment, the Service .Cooperative consents to contractual relationships 
between BCBSM and Hammerstad/CBC 

Dated: . 7/30/02 
~ ·• 
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' 
Acknowledgement and Consent 

Acknowledgment 

The undersigned ;/ o ii'. 'JI./ ~ 4 S 7 

acknowledges the following_ disclosure and agreements. 
Service Cooperative hereby • 

• Virgil Hammerstad, Creative Benefit Consultants, Inc. (CBC) and Blue Cross and Blue 
Shield · of Minnesota · ("BCBSM") . have entered into a six-year consulting agreement 
wherein Hammerstad and CBC provide consulting, general advisory, ~d other ·services 
to BCBSM relating to the ·Minnesota Service Coopera~ves, subject to·_ the terms and •. 
conditions of the agreemenL Such agreement provides for a dispute reso_lutiQn process :m. 
·the event any sucb service might . conflict with Hammerstad's/CBCs duties ·and 
responsibilities to the Service Cooperative .. 

Consent 

By this acknowledgment, .the Service Cooperative consents to contractual relationships 
between BCBSM and Hammerstad/CBC. 

J{/4p//2 eus-1- Service Cooperative 

By:~<1:£Jc-L-
Its: -----------------
Dated: 7/3J_/ l:11--
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Acknowledgement and Consent 

Acknowledgment 

The undersigned ~ Service Cooperative hereby·_ 
acknowledges the £ owing disclosure and agreements_ 

Virgil Hammerstad, Creative Benefit Consultants, Inc.: (CBC) and Blue Cross and Blue 
Shield of Minnesota ("BCBSM") have entered into a six-year consulting agreement 
wherein Hammerstad ·and CBC provide consulting, general advisory, and other services 
to BCBSM • relating to the Minnesota Service Cooperatives, subject_ to ~e • terms and 
conditions of the agreement. Such agreement provides for a dispute resolution process in 
the event any_ • such service might conflict with Hammerstad's/CBC's duties .and 
responsibilities to the Service Cooperative_ 

Consent 

B_y this acknowledgment, the Service Cooperative . consents to contractual relationships 
between BCBSM and Hammerstad/CBC 

j c11.ff-;( t. 11o-f-= Service Cooperative 

By. z?r.~ :~ K ~ . 
Its: u:kxfr>:: 1 ~t~ 
Dated: IL Tuj O Y-- • 

BCBSM 61541 
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· Acknowledgement and Consent 

,wledgment 

mdersigned /,(,-e:5.L}c.ke<Z,, ~"'" i ~4- 5 ° { J-69-«S Service Cooperative hereby 
vledges the following disclosure ~agreements. 

Hammerstad, Creative Benefit Consultants, Inc. (CBC) and Blue _Cross and Blue 
of Minnesota ("BCBSM")· have entered into a six-year consulting agreement 
t Hammerstad and CBC provide consulting, general advisory~ and other services_ 
:SM relating to the Minnesota Service Cooperatives, subject to -- the terms· and 
•ns ofthe :agreemenL ' Such agreement pr~vides for i dispute resolution process in 
nt • any .such service might · conflict with Hammerstad's/CBC's duties and 
bilities to the Service Cooperative . 

. cknowledgment, the Service. Cooperative cons.ents to contractual relationships 
3CBSM and Hammerstad/CBC. 

:.:.::/ 
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Acknowledgement 'and Consent 

Virgil Hammerstad, ~Creative ~enefit Consultants, Inc_ (CBC) _ and Blue· Cross and Blue . 
Shield of Minnesota ("BCBSM") have enter0 into a six-year consulting agreement 
wherein Hamm~rstad and CB_C provi~e consulting, general advisory, and:_other services · 

• -to BCBSM relati~g to the Minnesota Service Cooperatives, subject to the terms and 
conditions of the agreemenL Such agreement provides for a dispute resolritiori process in 
the_· event any • such service might ·co_nflict with ·Hammetstad's/CBC's duties and 
responsibilities· to the Service Cooperative. 

Consent 

By this· acknowledgment, .the Service "Cooperative consents to contractual relationships 
between BCBSM and Hammerstad/CBC 

ooperative 
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Acknowledgement and Consent 

Acknowledgment 

The undersigned f ~ --------~--------- Service Cooperative hereby 
. acknowledges the following disclosur:e and agree 

Virgil Hammerstad, Creative Benefjt Consultants, Inc. (CBC) and Blue Cross and Blue 
Shield of Minnesota· ("BCBSM") have entered into a six-year consulting agreement 
wh~rein Hammerstad and CBC provide consulflng, general advisory, and_ other services 
to BCBSM relating to the Minnesota Service Cooperatives, subject to the terms and 
conditions of the agreement Such agreement provides for a dispute resolution prOCC$S in 

. the _event any such service might conflict with Hammerstad's/CBC's duti-es and 
responsibilities to the Service Cooperative. 

Consent 

By this acknowledgment, the Service Cooperative consents to contractual relationships 
between BCBSM and Hammerstad/CBC. 

Dated: 7-~ 7~tJZ 
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CONSULTING AGREEMENT 

llris Agreement (the "Agreement"), effective as of July 1, 2002, is between 
BCBSM, Inc., d/b/a Blue Cross and Blue Shield of Minneso~ a Minnesota nonprofit 
health service corporation (the "Company" or uBlue Cross"), with an address at 3535 
Blue Cross Road, Eagan, :MN • .55122 and Creative Benefit Consultants, Inc., a Minnesota 
corporation ("CBC"), with an address ~ 4429 Wilderness Run Ct, Eagan, MN 55213-
1835 and Virgil Hammerstad, an individual residing in Wisconsin, with an address at 333 
Galahad Rd. N., H~dson, WI 54016-1021 (CBC and Virgil Hammerstad are collectively 
referred to as the "Consultant"). Company, CBC and Consultant are sometimes referred 
to herein, individually as a "Party" and collectively as the "Parties." 

WHEREAS, The Parties wish to provide for the engagement of the Consultant by 
the Company. 

WHEREAS, Consultant wishes to receive compensation from the Company for 
the Consultant's · services, and the Company desires reasonable protection of its 
confidential business and technical information that has been acquired and is being 
developed by the Company at substantial expense. 

WHEREAS, The Company wishes to obtain reasonable protection against unfair 
competition from the Consultant following termination of engagement and to further 
protect against unfair use of its confidential business and technical information and the 
Consultant is willing to grant the Company the benefits of a covenant-not-to-compete for 
these purposes. 

NOW, THEREFORE, The Parties, each intending to be legally boWld, agree as 
follows: -

1. Engagement. Subject to all of the terms and conditions of this Agreement, the 
Company agrees to engage Consultant for the term of this Agreement, and 
Consultant accepts_ such engagement. 

2. Independent Consultant Status. Consultant is an independent ·consultant, and is 
not an employee, servant, agent, partner, or joint venturer of Blue Cross. Neither 
party to this Agreement will have any authority to bind or represent the 
other party. Blue Cross shall identify and request the Services to be performed, 
but Consultant shall .determine the legal means by which all Services are to be 
accomplished. Blue Cross is not responsible for withholding, ~d shall not 
withhold, FICA or any other employment-related taxes of any kind . from any 
payments made to Consultant. Neither Consultant nor its employees nor any 
subcontracted personnel shall be entitled to receive any benefits which employees 
of Blue Cross are entitled to receive, nor shall Consultant, its employees or 
subcontracted personnel be entitled to receive from or tln:ough Blue Cross, _ 
workers' compensation, unemployment compensation, medical insurance, paid 
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vacations, paid holidays, pensio~ profit sharing or Social Security on account of 
Services performed under this AgreemenL 

3. Duties. For the term specified in this Agreement, Consultant will provide 
consulting, general advisory and other services to or on behalf of the Company as 
may be relevant to providing health benefits coverage administrative services to 
Minnesota Services Cooperatives, ("MSCs") as established by Minnesota Statutes 
section 123A.21. Such services to MSCs are hereinafter referred to as "the 
Business." . The general nature of such services is more specifically set forth in 
Exhibit A attached hereto and incorporated into this Agreement. Consultant shall 
provide the services by telephone, in writing and in per~on as the Company · 
reasonably requests. Consultant will employ his be.st efforts and endeavor in 
good faith to render the services which are the subject of this Agreement, and will 

4. 

5. 

perform such other reasonable duties and services as may be consistent with the 
responsibilities of the position, provided such services shall not be less than 800 
hours for every 12-montb period starting with the . effective date of this 
Agreement. Consultant shall provide written statements to the Company every 
quarter itemizing the time and work he bas performed in connection with this 
Agreement. Failure to comply with the required hours of Service or to submit 
itemized statements of time will constitute a material breach. 

In event that BCBSM, or a Service Cooperative, advises Consultant that the 
services rendered or to be rendered by Consultant may conflict with the duties and 
responsibilities owed. to BCBSM or a Service Cooperative, such matter shall 
become subject to the dispute resolution process set forth in this paragraph. In 
event of such dispute, the parties, along with the Service Cooperative if the 
Service Cooperative so agrees, shall meet in person and attempt to re$olve such 
issues informally. If resolution does not take place, the parties, along with the 
Service Cooperative if Servie:e Cooperative so agrees, shall undertake mandatory, 
non-binding mediation through a neutral mediator s_elected by the par6es. If such 
resolution still does not take place, the parties, along with the Service Cooperative 
if ~e Service Cooperative so agrees, shall be submitted to arbitration as set forth 
in Paragraph 13 (i) of this Agreement. 

Term. Subject to earlier termination in accordance . with Section 5 below, this 
Agreement shall become effective on the date set forth above and will have a term 
ofseventy-two (72) months, provided that, this Agreement will become effective 
on such date only if the attached Acknowledgement and Consent Form is 
executed by each such MSC doing business with Company on or before August I, 
2002. 

Termination. Subject .to the respective continuing obligations of the Company 
and Consultant under Sections 7, 8, 9 and 10 below: 
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(a) Either Party may terminate this Agreement immediately on written notice 
to the other Party for cause, including (without limitation) fraud, 
misrepresentatio~ the~ embezzlement of assets of the Company; 

(b) Either Party may terminate this Agreement upon thirty (30) days written 
notice to the other Party of a material breach of any provision of this 
Agreement, which remains uncured after such thirty (30) days; and 

( c) This Agreement will terminate upon Virgil Hammerstad's death or upon • 
written notice from the Company in the event of his disability or inability 
that prevents Consultant -from performing his duties under this Agreement 

• ( as described in Section 3 above). In the event of Hammerstad's death 
prior to January 1, 2003, in recognition of the continued benefit of services 
provided before his death, Hammerstad's estate, or other beneficiary as 
directed by Hammerstad, shall be paid the sum of $150,000. 

( d) . The Company may terminate .this ~greement if the Company ceases to do 
business with MS C's or if the Company's volume . of business with the 
MS C's declines by 50% or more from the volume of business in effect on 

- July 1, 2002. In the event ofterminatioh pursuant to this clause (d), and if 
BCBSM determines it to be in its best business interests, BCBSM agrees 
to renegotiate a comparable agreement employing a compensation 
schedule reduced in the same proportion as the MSC volume of business 
has declined_ 

6. Compensation. 

(a) Cash Compensation. During the term of this Agreement, the Company 
shall pay Consultant a fee in the amount of $1,280,000 during the 72 
month period of this Agreemen~ subject to the terms and conditions of the • 
Agreement_ Payment shall be made as follows: 

(i) Thirty Thousand Dollars ($30.,000) due and payable on July 1, 2002. 

(ii) • Two Hundred Fifty Thousand Dollars ($250,000) due and payable on 
January 1, 2003. 

(iii) Two Hundred Fifty Thousand Dollars ($250,000) due and payable on 
January 1, 2004. 

(iv) Two Hundred Fifty Thousand Dollars ($250,000) due and payable on 
. January 1, 2005. 

(v) Two Hundred Fifty Thousand Dollars ($250,000) due and payable on 
January 1, 2006. 
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(vi) One Hundred Twenty-Five Thousand Dollars ($125,000) due and 
payable on January I, 2007. 

(vii) One Hundred Twenty-Five Thousand Dollars ($125,000) due and 
payable on January I, 2008. 

(b) Consultant waives and releases any and all rights(including compensation 
rights) _he may have under the Consulting Agreement between the Parties 
effective July l, 1998, which agreement is hereby terminated. 

7. Ownership Rights in Work Products. 

(a) All intellectual property and other work product created by Consul~t or 
any person working for or under Consultant in connection with Services 
provided Blue Cross . under this Agreement -and Schedule(s) including, 
without limitation, all methods, processes, business adaptations, reports, 
products, notes, drafts, programs, software, memos, manuals, deliverables 
and other materials, whether in paper, electronic or other form and 
whether completed or in process · ( collectively 'Work Produce), and all 
trademark and patent rights, copyrights, trade secrets and other property­
based or ownership-based rights and interests therein or stemming 
therefrom, are hereby irrevocably and unconditionally assigned and 
transferred to, and shall immediately upon the creation of or the coming 
into . existence thereof become, the exclusive property of Blue Cross and 
shall be deemed to constitute trade secrets and Confidential Information -of 
Blue Cross and subject to the restrictions of Confidential Information 
contained in this Agreement . . Consultant retains no rights or interest in . 
coruiection with such assignment and transfer, and .Consultant 

• acknowledges that Consultant will not have the right to publish or use any 
such Work Product (in any form or state of revision or in any derivation 
whatsoever) without Blue Cross's prior written _consent, even in the event 
it is deemed not to constitute Confidential Information. All such Work 

• Pr~duct shall be left with Blue Cross upon completion of the Services to 
use or employ in any manner Blue Cross deems appropriate in its sole i 

discretion. All Work Product which results from or relates to such • 
Services shall be deemed to be "works made for hire" within the meaning 
of then current U.S. copyright law to the extent not expressly proscribed 
by federal law. If any Work P~oduct does not qualify as "works made for 
hire" within the meaning of then current U.S. copyright law, then 
Consultant hereby irrevocably transfers, assigns 'and conveys the entire 

• right, title and interest in the Work Product to Blue Cross. Consultant 
agrees that it will have and maintain written agreements between 
Consultant and any of Consultant's principals, • employees and 
subConsultants, if any, who provide Services and/or Work Product 
hereunder which establish and assign to Blue Cross all such rights and 
interests in such Work Product and that copies of such agreements will be 
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. made available to Blue Cross upon request. Consultant agrees to execute 
and deliver to Blue Cross al] documents reasonably requested by Blue 
Cross in connection with such assignment of rights, and upon request, 
Consultant will cooperate with Blue Cross to perfect, assert or defend Blue 
Cross's rights and interests in such .Work Product. Consultant warrants 
that·no other party shall have any rights whatsoever therein. 

(b) It is understood that Consultant shall be free to use its general knowledge, 
skills and experience and any ideas, concepts, know-how, and techniques 
related to the Services provided by Consultant Consultant shall retain all 
ownership rights in any preexisting proprietary tools, products and 
methodologies of Consultant which Consultant can adequately document 
as having been previously developed by Consultant and that Consultant 
may use in performing the Services; provided, however, that Consultant 
hereby grants to Blue Cross a non-exclusive; perpetual, royalty free 
license to use such preexisting proprietary tools, products and 
methodologies of Consultant to the extent the same· are incorporated in or 
necessary to the use of the Services and/or Work Product provided to Blue 
Cross by Consultant 

(c) Consultant may retain, subject to the terms of Sections 5 and 6, copies of 
its work papers relating to Services provided pursuant to this Agreement 
solely for internal use by Consultant in connection with compliance with 
its quality assurance requirements. 

( d) The parties acknowledge .and agree that monetary damages will not fully 
compensate the other party in the event of a breach of the terms and 
conditions of this Section 7 and that upon any such violation, the non­
breaching party shall be entitled as a matter of right to injunctive relief in 
addition to all other remedies at law. 

8. Con.fulential Information. 

(a) Consultant acknowledges and agrees that in the course of performance of 
Consultant's obligations under this Agreement, Consultant might be given 
or obtain access to Confidential Information of Blue Cross and/or any 
Affiliate (defined below). Consultant shall not disclose, nor shall 
Consultant permit it's employees and subConsultants to disclose, to any 
employee or subConsultant of Consultant who is not specifically assigned 
to perform .Services in connection with this Agreement or to any other 
person, entity or organization not a party to this Agreement, any such 
Confidential Information of Blue Cross and/or any Affiliate. Consultants 
obligations set forth in this Section 8 shall smvive expiration • or earlier 
termination of this Agreement and completion of the Services in 
connection herewith. The term "Affiliate" for purposes of this Agreement 
shall mean (i) any entity that, directly or indirectly, through one or more 
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intermediaries, controls or is controlled -by or is under common control 
with Blue Cross, and/or (ii) any entity in which an entity described in "(iY' 
above holds not less than 30% of the membership interest or issued and 
outstanding voting securities thereof 

(b) uconfidential Information,, shall for purposes of this Agreement include, 
without limitation, all information in any form which relates to the 
business and operations of Blue Cross and/or any Affiliate, including, 
without limitation, information related to corporate strategic goals, plans, 
strategies, proq.ucts and services, commercial and financial information, 
system functionality charts and descriptions, program code logic, trade 
secret information, information about employees and customers, and any 
notes, analyses, · cost data, compilations, stuclies, interpretations, or 
documents which contain or are based upon any Confidential Information, 
regardless of whether any such materials or information are specifically 
labeled as "confidential", and any other information in any form generally 
understood to be proprietary, trade secret or confidential, or which under . -
the al] the circumstances ought reasonably to be treated as proprietary, 
-trade secret or confidential. Consultant shall not use such Confidential 
Information except in furtherance of the purposes of this Agreement: 
Consultant shall have no rights of ownership or otheiwise in any 
Confidential Information of Blue Cross or an Affiliate hereunder and all 
such rights are expressly reserveQ 

( c) Confidential Information shall not include any information which (i) is, as 
of the time of its disclosure, or thereafter becomes, part of the public 
domain through a source other than Consultant, its employees- or 
subConsultants ; (ii) was known to Consultant as of the time of its 
disclosure by Blue Cross to Consultant and not subject to any 
confidentiality obligation; (iii) is independently developed .by Consultant 
without reference to the Confidential .Information; or (iv) is learned or 
acquired from a third party not subject to an obligation of confidentiality 
with respect to the. information disclosed. 

( d) Consultant shall not remove from the premises of Blue Cross any such 
Confidential Information of Blue Cross or any Affiliate without first 
having obtained the prior written consent of Blue Cross or such Affiliate. 
Blue Cross shall present its uConfidential Information Polici', 
substantially in the form of Exhibit uff' attached hereto and incorporated 
herein by this reference (and as such Confidential Information Policy may 
be revised by Blue Cross from time to time) to all of Consultant's 
employees and subCons1:1-lta.nts who are assigned to perform Services 
hereunder and Blue Cross may require their individual signature thereon 
as a condition to Consultant's performance of Services. 
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( e) In the event Consultant receives a subpoena or other validly issued 
administrative or judicial process demanding Confidential Information of 
Blue· Cross or of an Affiliate, Consultant shall promptly notify Blue Cross 
and/or the Affiliate and tender to it the defense of such demand. Unless 
the demand shall have been timely limited, quashed or extended, 
Consultant shall thereafter be entitled to comply with such demand to the 
extent required by law. 

(f) Upon expiration or termination of this Agreement, Consultant shall return 
to Blue Cross all Confidential Information_ of Blue Cross or its Affiliates, 
within ten ( I 0) days of written demand. The terms and provisions of this 
Section 5 shall survive termination of this Agreement. 

(g) Consultant acknowledges and agrees that monetary damages will not fully 
compensate Blue Cross or an Affiliate in the event ·of a breach of the terms 
and ·co~ditions of this Section 5 and that upon any such violation, Blue 
Cross and/or the Affiliate shall be entitled as a matter-of right to injunctive 
relief in addition to all other remedies at law. 

9. Competitive Activities. Consultant agrees that, during the term of engagement 
with the Company, Consultant will not alone, or in any capacity with another 
firm, 

(a) directly or indirectly render services to any person, firm or corporation in 
connection with the development, marketing, sale or promotion of any 
products or services that are competitive with any products or services of 
the Company (whether commercially available or under development) on 
which Consultant. worked or with -respect to which · Consultant received 
confidential or proprietary information during Consultant's engagement 
with the Company; or 

(b) in any way interfere or attempt to interfere with the Companys 
relationships with any of its current or potential customers or suppliers: or 

( c) employ or attempt to employ (by soliciting or assisting anyone else in the 
solicitation of) any of the Company's then employees on behalf of any 
other entity competing with the Company . 

. This Section . 9 shall cease to be applicable to any activity of Consultant from and after 
such time as the Company (i) shall have ceased all business activities for a penod of six 
(6) months or (ii) shall have made a decision through its Board of Trustees not to 
continue, or shall have ceased for a· period of six (6) months, the business activities with 
which such activity of Consultant would be competitive. 

Furthermore, if one of the MSCs decides, independently, to use another third party 
administrator for services similar to those services previously provided by the Company, 
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Consultant will be free to pursue an opportunity to place the groups in the MSC with the 
Company directly or through another pooling arrangement, with the approval of the 
Company. 

The provisions of this Section 9 shall survive the termination of this Agreement in the 
event the Agreement is tenninated by the Company ~der Section 5 (i) for cause, 
including (without limitation) fraud, misrepresentation, the~ embezzlement of assets of 
the Company by Consultant; (ii) for a material breach by Consultant of any provision _of 
this Agreement, which remains uncured after such thirty (30) days; (iii) in the event of 
Consultant's disability that prevents Consultant from performing duties under this 
Agreement; or (iv) upon mutual agreei;nent of the parties.-

I 0. No Adequate Remedy. Consultant understands that if Consultant fails to fulfill 
Cons_ultant's obligations _ under Sections 7 ,8, or 9 of this Agreement, the damages 
to the Company would be very difficult to determine. Therefore, in addition to 
any other rights _ or remedies available to the Company at law, in equity, or by 
statute, Consultant hereby consents to the specific enforcement of Sections 7, 8 
and 9 of this Agreement by the Company through an injunction or restraining 
order issued by an appropriate court. 

11. Consent to Use of Name. Consultant consents to the use ·of Consultant's name, 
without prior written approval, in-appropriate Company materials. 

12. Warranties. 

(a) Consultant warrants that (i) Consultant, its employees and subConsultants, 
if any, shall have the requisite skills, abilities, licenses and qualifications 
to provide the Services, (ii) Consultant shall comply with ~a11 applicable 
local, state and federal ordinances, laws and regulations in providing ·the 
Services, (iii) all Services to be performed hereunder will be performed in 
a · good, professional, workmanlike and competent manner, in conformity 
with all applicable standards and the requirements of this Agreement, and 
(iv) Consultant's performance of Services does not and will not violate 
the terms and conditions of any other contract or obligation of Consultant 

(b) Consultant warrants that all Work Product will function and perform in 
accordance with any specifications as outlined in the applicable Schedules. 
If any Work Product does not conform to the foregoing warranty,- Blue 
Cross shall notify Consultant in writing of such nonconformance and 
Consultant shall as soon as reasonably practicable re-perform Services to 
modify such Work Product to make it confonp to such warranty. • 

(c) Consultant warrants that no Work Product will infringe upon or violate 
any rights of a third party or parties, including, without limitation, any 
patent, copyrigh~ trade secret or other intellectual property right. 
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(d) Except for the express _warranties provided in this Agreement or as may be 
provided in a respective Schedule, Consultant does not make any express 
or implied warranties, including, without limitation, the implied warranties 
of merchantability and fitness for a particular purpose. 

13 _ Miscellaneous. 

(a) . No Conflicts. Consultant represents and warrants to the Company that 
neither the entering into of this Agreement nor the performance of any of 
Consultant's obligations hereunder will conflict with or constitute a breach 
under any obligation of Consultant under any agreement or contract to 
which Consllltant is a party or any other obligation by which Consultant is 
bound. Without limiting the foregoing, Consultant agrees that at no time 
will Consultant utilize any trade secrets or other intellectual property of 
any third party while performing services.hereunder. 

(b) Modification. This Agreement may be modified or amended only by a 
writing signed by both the Company and Consultant. 

(c) 

(d) 

Governing Law. The laws of Minnesota will govern the validity, 
construction, and performance of this Agreement. 

Construction. Wherever possible, each provision of this Agreement will 
be interpreted so that it is valid under the applicable law. If any provision 
of this Agreement is to any extent invalid under the applicable law, that 
provision will ~till be effective to the extent it remains valid. The 
remainder of this Agreement also will continue to be valid, and the entire 
Agreement will continue to be valid in other jurisdictions. 

(e) Waivers. No failure or delay by either the Company or Consultant in 
exercising any right or remedy under this Agreement will waive any 
provision of the Agreement. 

(f) Entire Agreement. This Agreement supersedes all previous and 
contemporaneous oral negotiations, commitments, writings, agreements, 
and understandings between ·the Parties concerning the matters in this 
Agreement, including without limitation the Consulting Agreement 
between the Parties effective July 1, 1998. 

(g) Notices. All notices and other communications required or permitted 
under this Agreement shall be in writing and shall be • hand-delivered or 
sent by registered or certified first-class mail, postage prepaid, or 
commercial overnight delivery service and shall be effective upon delivery 
if hand-delivered, three (3) days after mailing if mailed or one _(l) day 
after delivery to a commercial overnight delivery service, in each case to 
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(h) 

(i) 

the addresses stated at the beginning of this Agreement These addresses 
may be changed at any time by like notice. 

Assignments. Except for permitted assignment as provided above, or 
otherwise expressly permitted hereunder, neither this Agreement nor any 
right or obligation arising hereunder may be assigned by any Party hereto, 
in whole or in part, without the prior written consent of each other Party 
hereto, which may be withheld in the absolute discretion · of such other 
Party, and any attempted assignment in violation of the terms hereof will 
be null and void and of no force or effect The Parties agree that either 
Party may assign its rights and delegate its duties hereunder to any entity 
which it controls, is controlled by or with which it is under common 
control. Subject to the foregoing sentence, this Agreement will be binding 
upon and inure to the benefit of the Parties and their respective successors 
and assigns. 

Disputes. All disputes, controversies and claims ansmg out of or · in . 
connection with, or relating to .this Agreement or any breach or alleged 
_breach hereof shall, on the request of any party involved, be submitted to 
and settled by arbitration in the City of Minneapolis, State of Minnesota, 
pursuant to the commercial arbitration rules then in effect of the American 
Arbitration Association ( or any other time or any other place or any other 
form of arbitration mutually acceptable to -the parties so involved). Any 
award rendered shall be final and conclusive upon the parties and a 
judgement thereon may be entered in the highest form · of court of the 
forum, state or federal, having jurisdiction. 

IN WITNESS WHEREOF, the Company and Consultant have executed this 
Agreement as of the date first above written. 

Creative· Benefit Consultants, Inc. ff 

By: l)7 J ff~~ 
Its: p R. ~s: I 'j) £ .,,J"T 
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EXHIBIT A 

DESCRIPTION OF DUTIES 

In addition to the duties and responsibilities outlined elsewhere in this Agreemen½ 
Consultant agrees that he will render . the following consulting, sales and marketing, 
general advisory, and other services to or on behalf of the Company throughout the 
Consulting Year. 

(1) Marketing Efforts. Consultant shall devote reasonable commercial efforts to 
assist the Company with the continued market development, sales and marketing 
of the Business to MSCs, in a manner consistent ·with, but not limited to 
Consultant's efforts prior to entering into this Consulting Agreement 

(2) Related Services. Consultant shall render consulting, general advisory, and other 
services to the Company relating to the Company's· efforts to provide third party 

. administrator and ancillary services to MSCs. 

(3) . Sales ·Information. Consultant shall provide consulting, general advisory, and 
other services to the Company relating to the Business. Consultant shall, from 
time to time, discuss with the Company, any changes in market or other 
conditions in the Business which migh_t materially affect current or potential sales 
of products to MS Cs. 
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Acknowledgement and Consent 

Aclmowledgment 

The undersigned /\lo IC 'I ,-J- IV £ :s / 
acknowledges the following disclosure and agreements. 

Service Cooperative hereby 

Virgil Hammerstad, Creative Benefit Consultants, Inc. (CBC) and Blue Cross and Blue · 
Shield of Minnesota ("BCBSM") have entered into a six-year consulting agreement 
wherein Hammerstad and CBC provide consulting, general advisory, and other services 
to BCBSM relating to . the Minnesota Service Cooperatives, subject to the terms and 
conditions of the agreement Such agreement provides for a dispute resolution process in 
the event any such service might conflict with Hammerstad's/CBC's duties and 
responsibilities to the Service Cooperative. 

Consent 

By this acknowledgment, the Service Cooperative consents to contractual relationships 
between BCBSM and Hammerstad/CBC. 

Dated: 7 bo /tJ2 
I • 
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Acknowledgement and Consent 

Acknowledwent 

The undersigned ) c, R. 'I J./ £ .4 S' 7 

acknowledges the following disclosure and agreements. 
Service Cooperative hereby 

Virgil Hammerstad, Creative Benefit Consultants, Inc. (CBC) and Blue Cross and Blue 
Shield of Minnesota ("BCBSM") have entered into a six-year consulting agreement 
wherein Hammerstad and CBC provide consulting, general advisory, and other services 
to BCBSM relating to the Minnesota Service • Coopera!Jves, subject to the terms and 
conditions of the agreement Such agreement provides for a dispute resolution process in 
the event any such service might conflict with Hammerstad's/CBC's duties and 
responsibilities to the Service Cooperative. 

Consent 

By this acknowledgment, the Service Cooperative consents to contractual relationships 
between BCB SM and Hammerstad/CBC. 

;fJop/h.e,a-s-1- Service Cooperative 

By:~e:kr/£ 
Its: -----------------
Dated: 7f3J / eJ 1---

C:\OOCUM:E--l'-011'S\LOCALS-I\T~~-"-•loadf=-:Dt-c.a.-nui..c BCBSM 7 4506 



Acknowledgement and Consent 

AcknowledQJilent 

The undersigned ¾" Service Cooperative hereby 
acknowledges the fi owing disclosure and agreements. 

Virgil Hammerstad, Creative Benefit Consultants, Inc. (CBC) and Blue Cross and Blue 
Shield of Minnesota ("BCBSM") have· entered into a six-year consulting agreement 
wherein Hammerstad and CBC provide consulting, general advisory, and other services 
to BCBSM relating to the Minnesota Service Cooperatives, subject to the terms and 
conditions of the agreement. Such agreement provides for a dispute resolution process in 
the event any such service might conflict with Hammerstad's/CBC's duties and 
responsibilities to the Service Cooperative. 

Consent 

By this aclcnowledgment, the Service Coope~tive consents to contractual relationships 
between BCBSM and Hammerstad/CBC. 

I 
I 

C:IDOClJME-l'-051~1\Tcn,pic.-..dotal& tbu lodwrmca• - c-..doc 

:S<f½'li,Ltia,f--- Service Cooperative 

By:~~:~K~ 

Its: . fkuft'= '1 &:,t ~ 
Dated: 1/5107L: • 
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Acknowledgement and Consent 

Acknowledgment 

The undersigned <P( ,esoc,/YC-<Z--Tr;i.i"' i ~cl-- 5 ° l J./; ~ Service Cooperative hereby 
acknowledges the following disclosure ~agreements. . 

Virgil Hammerstad, Creative Benefit Consultants, Inc. (CBC) and Blue Cross and Blue 
Shield of Minnesota ("BCBSM") have entered into a six-ye·ar consulting agreement 
wherein H~erstad and CBC provide consulting, general advisory, and other services 
to BCBSM relating to the Minnesota Service Cooperatives, subject to ·the terms and 
conditions of the agreement. Such agreement provides for a dispute resolution process _in 
the event any such service might conflict with Hammerstad's/CBC's duties and 
responsibilities to the Service Cooperative. 

Consent 

By this acknowledgment, the Service Cooperative consents to contractual relationships 
between BCBSM and Hammerstad/CBC. 

C.~-1~1"11..0CALS-IU"rmp~iaV.O.-ledt,a1>a,t ·...i~ BCBSM 74508 



Acknowledgement and Consent 

Acknow] edQIIlent 

The undersigned $ o '--<- f"" ,_; C r r/ r ~ 4 L Service Cooperative hereby 
acknowledges the following disclosure and agreements. 

Virgil Hammerstad, Creative Benefit Consultants, Inc. (CBC) and Blue Cross and Blue 
Shield of Minnesota ("BCBSM") have entered into a six-year consulting agreement 
wherein Hammerstad and CBC provide consulting, general advisory, and other services 
to BCBSM relating to the Minnesota Service Cooperatives, subject to the terms and 
conditions of the agreement. Such agreement provides for a dispute resolution process in 
the event any such service might conflict with Hammerstad's/CBC's duties and 
responsibilities to the Service Cooperative. 

Consent 

By this acknowledgment, the Service Cooperative consents to contractual relationships 
between BCBSM and Hammerstad/CBC. • 

B:oJ~operalive 

Its: &ccuhvc /)1,cch.n 

Dated: 7 /.30/oL 
~ J 
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Acknowledgment 

The undersigned 
acknowledges the fol 

Acknowledgement and Consent 

~ Sen ice Coopeftttivc hereby 
disclosure and agreements. 

Virgil Hammerstad, Creative Benefit Consultants~ Inc .. (CBC) and Blue Cross and Blue 
• Shield of Minnesota ("BCBSM") have entered into a six-year consulting agreement 

wherein Hammerstad and CBC provide consulting, general advisory, and other services 
to BCBSM relating to the Minnesota Service. Cooperatives, subject to the terms and 
conditions of the agreemenL Such agreement provides for a dispute resolution process in 
the event any such service might conflict with Hammerstad's/CBC's duties and 
responsibilities to the Service Cooperative.-

Consent 

By this acknowledgment, the Service Cooperative consents to contractual relationships 
between BCBSM and Hammerstad/CBC. 

ooperative 

C:'\DOC\NE-J~l~IU~1e'~ lulf""""' -c-ub: BCBSM 74510 



Acknowledgement and Consent 

Acknowledgment 

The undersigned -~-"---~ ___ /4 __ 4._/ ____ -"---+-~ Service Cooperative hereby 
acknowledges the following disclosure and agree 

Virgil Hammerst:ruL Creative Benefjt Consultants, Inc. (CBC) and Blue Cross and Blue 
Shield of Minnesota ("BCBSM") have entered into a six-year consulting agreement 
wherein Hammerstad and CBC provide consultmg, general advisory, and other services 
to BCBSM relating to the Minnesota Service Cooperatives, subject to the terms and 
conditions of the agreement Such agreement provides for a dispute resolution process in 

_ the event any such service might conflict with Hammerstad's/CBC's duties • and 
responsibilities to the Service Cooperative. 

Consent 

By this acknowledgment, the Service Cooperative consents to contractual relationships 
. between BCBSM and Hammerstad/CBC. 

Dated: 
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SERVICE COOPERATIVE CONSUL TING AGREEMENT 

This Agreement (the "Agreement"), effective as of July 1, . 7003, is. between 
BCBSM, Inc_, d/b/a Blue Cross and Blue Shield of Minnesota, a Minnesota nonprofit 
health service corporation ·(the ''Company" or uBlue Cross'7), with an ~dress at 3535 
Blue Cross Road, Eagan, MN 55122 and Creative Benefit Consultants, LLC, a 
Minnesota limited liability company ("CBC"), with an address at 20 I North Broad Street, 
Mankato, MN 56001 and Virgil Hammerstad, an individual residing in Wisconsin, with ·· 
an address at 333 Galahad Rel N~, Hudson, WI 54016-1021 (C~C and Virgil 
Hammerstad are collectively referred to as the "Consultant"). Company~ CBC and 
Consultant are sometimes referred to ·herein, individually as a "Party" and collectively as 
the "Parties·." 

WHEREAS, The P~ies wish to provide for the engagement of.the Constdtant by 
the Company. 

WHEREAS, Consultant wishes to receive compensation from the Company for 
the Consultant's services, • and the Company desires reaso~ble _protection of its 
confidential business and technical information that h~ been acquired and is being 
developed by the Company at substantial expense. 

WHEREAS, Jhe Company wishes to obtain reasonable protection against unfair 
competition · from the Consultant following termination of engagement and to . further 
protect against unfair use of its confidential business_ and technical information an_d the 
Consultant is willing to grant the Company the benefits of a covenant-not-to-compete for­
these purposes_ 

NOW, THE~FORE, The Parties, each intending to be _ legally bound, agree as 
follows: · · • 

I. Engagement. Subject .to all of the terms and conditions of this Agreeinen½ the 
Company agrees to engage Consultant for the term of this Agreement, and 
Consultant accepts such engag~menl 

2_ Independent Consultant Status. Consultant is an independent consultan½ and is 
not an employee, servant, agent, partner, orjoint venturer of Blue Cross. Neither 

• party to this Agreement will have any authority to bind or represent the 
other party. Blue Cross shall identify and request the Services to be performed, 
but Consultant shall determine the legal means . by which all Services are to be 
accomplished. Blue Cross is not responsible for withholding, an~ shall not 
withhold, FICA or any other employment-related taxes of · any kind from any 
payments made to Consultant Neither Consultant nor its employees nor any 
subcontracted perso~el shall be entitled to receive any benefits . which employees 
of Blue Cross are entitled to receive, nor shall Consultant, its employees or 
subcontracted personnel be entitled to receive from or through Blue Cross, 
workers' compensation, unemployment compensation, medical insurance, _ p~id 
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vacations,. paid holidays~ pension, profit sharing or Social Security· on account of 
Services performed under this Agreement_ 

3. Duties. For the term ·specified in this Agreement, Consultant will provide 
consulting, general advisory and other services to or on behalfof the Company as 
may be relevant to providing health benefits coverage administrative services to. 
• Minnesota Services Cooperatives, ("MSCs") as established by Minnesota Statutes 
section l 23A~21. Such services to MSCs are hereinafter refe~ed to as "the 
Business." The general nature of such services is mote specifically set forth . in. 
Exhibit A attached hereto and incorporated into this Agreement. Consultant shall 
provide the services by telephone, in writing arid in person as the Company 

• reasonably requests. Consultant will employ best efforts and ~ndeavor in good 
faith to fender the services which are the • s~bject of fl!is Agreem~nt, and will 
perform such other reasonable duties and services as may be consistent with the · 
responsibilities of the position, provided such services .shall not be less than 800 . 
hours for every 12-month period starting with the effective date of this. 
Agreemei:it. • Consultant shali provide written statements to the Company in a 
form satisfactory to Company every quarter itemizing the time and work h·e has 
performed in connection · with this Agreement. Failure to comply with the 
required hours of Service or to submit itemized statements of time_ will constitute 
a material breach. 

In event that BCBSM, or a Service Cooperative, advises Consultant that th~ 
services rendered 9r to be rendered by Consultant may conflict with the duties and 
responsibilities owed to BCBSM or a Service Cooperative, such _matter shall 
become subject to the dispute resolution process set forth in this paragraph. In· 
event of such .dispute, . the parties,- along with the Service Cooperative if the • 
Service Cooperative so agrees, shall meet in person· and attempt lo resolve such 
issues informally. If resolution doe_s not take place, the parties, along with the 

•. Service Cooperative if Service Cooperative so agrees, shall undertake· mandatory, 
·Iion-bindin_g .mediation through a neutral mediator selected by the parties. If such · 
resolution still . does not take place, the parties, along with the_ Service Cooperative 
if the Service Cooperative so agrees, shall be submitted to arbitration as set forth 
in Paragraph l 3(i) of this Agreement 

• • 4. • Term. · ~ubject to earlier · termination in accordance with Section 5 below, this 
Agreement shall become effective on the date set forth above and wiU 'have a term 
of sixty (60) months, provided that, this Agreement will become null and void if 
.the-attached Acknowledgement and Consent Form is not execut~d on or before · 
March I, 2004 by each such MSC doing business with Company. 

5. Tenninaiion. Subject to the respective continuing obligations of the Company 
and Consultant under Sections 7, 8, 9 and 10 below: •• 
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(a) Either Party may terminate this Agreement immediately on written notice 
to the other Party for cause, including (without limitation) fraud, 
misrepresentation, theft, embezzlem~nt of assets of the Company; 

(b) Either Party may terminate this AgreeD1ent upon thirty (30) days written 
notice to the other Party of a material breach of any provision of this 
Agreement, which.remains uncured after such thirty (30) days; and . 

( c) This Agreement will terminate upon Virgil Hanunerstad"s • death or upon • 
written notice from the Company in the. event of his disability or inability 
that prevents Consultant from performing· his duties under this Agreement : 
( as described. in Section 3 above). • -

. (d) Th.e Company may tenninate this ·Agreement if the Company ceases to do 
business with MSC's or if the Company's · volume of business with the 

• MS C's declines by 50% or more from the volume of business in effect on 
• July l, 2003. In the event oftenninationpursuant _to this clause (d), and if 
BCBSM determines it to be_ in its best business interests, BCBSM agrees 
t<? renegotiate · a comparable . agreement · employing -a compensation 
schedule reduced in the same proportion as the MSC volume of business 
has declined. 

fr. Compensation 

(a) During. the term of this· Agreement, the Company shall pay Consultant a 
pr~determined amount for his work on behalf of the Company in 
connection with each· of the seven· following Service Cooperatives during · 
the sixty month period of this Agreement, subject to • the terms and 
conditions of the Agreement: 

Lake Country Servic~ Cooperative 
• Northeast Service Cooperative 
Northwest Service· Cooperative 
Resource Training and Solutions SeIVice Cooperative . 
South Central Service , Cooperative 
·Southeast Service Cooperative 
S<?uthwest W ~st Central Service Cooperative 

Payment shall be made as follows: 

(i) The sum of $8~928 on a quarterly basis, beginning on July l, 2003, • 
and thereafter on the I st of October, the l_st

• of January and the l st of 
. April, for each such Service Cooperative for ~hich Consultant 

renders services on ~ehalf of the CompaJ:Jy, . with the final such 
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payment due and payable on April I, 2006. Provided that the 
aggregate such of such payments due July I, 2003 shall be reduced 
by $301'000. And further provided that any such amo~mt payable 
under this Agreement shall also be reduced by any amount_ paid by 
the Company on or after July I, 2003 under the· Consulting 
Agree°:1ent bearing an effective date of July I, 2002 and executed 
by and between BCBSM, Inc., Creative Benefit Consultants; Inc. 
(by Virgil Hammerstad) and Virgil Hammerstad. • 

·, (ii) The -sum of $4,465 on a quarterly basis, beginning on July 1, 2006 
and thereafter on the I st of October, the 1st of January and the I st of 
Aprit for each such Service Cooperative for which Consultant 
renders services on behalf of the Company, with the final such 
payment due and payable oil April I l' 2008. 

• Provided, thali, Consultant's right to such compensat~on shall be 
subject to his • continuing authority and .ability to deal with a 

-Service Cooperative, including but not Iiinited to Consultant's 
transition role under the terms set forth in Section 7. If for any 
reason, a Service C_ooperative advises Co~pany that such_ Service 
Cooperative no longer wishes to deal with Consultant in 
connection with its Service Cooperative business with the _ 
_ Company, or if a Service Cooperative ceases · to offer Company 
products~ then. Company shall have no obligation to pay Consultant 
for services for such Service Cooperative~ . The number of Service 
Cooperatives Consultant is servicing as of the first day of each 
quarter shall determine Consultant's fee payment for such quarter. 

Provided, further, that Consultant's · right to such compensation 
shall not change in event of consolidation or merger of one or more 
of · the Service Cooperatives named above into a single Service 
Cooperative ·but such compensation rights shall survive any such 
merger· or consolidation, subject to the other terms-and conditions 

·. of this Agreement As a resul~ if two of the above named Se(Vice 
Cooperatives merge into a single entity, Consultant ·shaff receive 
compensation equal to the combined sum of :compensation 
Consultant otherwise would receiv~ with respect to • providing 
services to the . two merging Service Cooperatives. -By way of 
example? for payments due on and before April I, 20061' 
Consultant would receive a combined quarterly payment of 

• . $17 1'856 with respect to the combined entity; and for payments 
from July 1, 2006 through April I, 2008~ Consultant would receiv~ ­
a combined quarterly payment of $8,930 with respect to the 
combined entity, on and after any such merger or consolidation. 
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(b) . Consultant waives and releases any and all rights (including compensation 
rights) Consultant may have under (1) the Consulting Agreement bearing 
an effective date of July I, 2002 and executed by and between BCBSM, 

_ Inc_, Creative Benefit Consultants, Inc> (by Virgil Hammerstad) and Virgil 
Hammerstad, and (2) the Consulting Agreement bearing an effective date 
of January I, 2002 and executed by and between BCBSM: Inc-, Creative 
Benefit -Consultants, Inc. (by Virgil Hammerstad) and Virgil H~ersta!L 
which Consulting Agreements are hereby terminated and of no further 
force and effect as of the effective date of this Agreement 

(c) Consultant shall not be entitled to reimbursement for any out-of-pocket 
• expenses incurred in connection with services rendered under this 
Agreement. 

( d) Consultant shall not be entitled to any additional reimbursement in the 
event Consultant is asked to provide services with · respect to any 
additional Service Cooperatives but he shall otherwise be obligated to the 
terms and conditions ,_.of this Agreement with respect to such additional 
Service Cooperative(s)_ 

1. Transition Plan 

Consultant shall work with Company to assure that Company and its staff at the· 
end of the term of this Agreement will be in a position to fully service Service 
Cooperatives without the need to rely upon Consultant or a comparable outside 
vendor. Such transition work shall include but not be limited to: 

(a) Developing a written Transition Plan in conjunction with the Company no 
later than ~anuary I, 2005 that describes ·. the strategy and action for 
transitioning such services to Company staff. 

(b) Training selected Cornpariy staff starting January I, 2005 to work directly 
with Service Cooperatives and to undertake the duties performed by 
Consultant in accord with Transition Plan. 

·{c) Preparingwritten protocol by January 1, 2005 that will assist in the education 
of Company staff in servicing Service Cooperatives 1 

• 

(d) Advising Service Cooperatives of such Transition Plan by July l; 2005 and 
• securing their cooperation in assisting with the transition. 

(e) Introducing to Service Cooperative executives select Company staff is 
identified by Company and working jointly with such staff in accord with 
Transition Plan. 

(f) Delivering to Company all records, documents and work product Consultant 
has compiled to assist Company personnel in servicing .Service Cooperative 
in accord with Transition Plan. 

(g) Issuing_ annual progress reports by January 1st of every year: starting January 
l, 2005 on training progress and recommendations. 
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(h) On and after July 1, 2006 Company may terminate Consultant's role ~ith any 
specific Service Cooperative in accord with the Transition Plan if Company 
determines that Consultant's services are no longer needed for .such Service 
Cooperative, and Company shall not be obligated to make. any payments 
otherwise due Consultant on and after such termination date with respect to 
any such Service Cooperative_ In the event Company determines that 
Consultanf s services are no longer needed for all such Service Coope~tives, 
Company may tertninate this Agreement 

8_ Ownership Rights in Work Products_ 

(a) All intellectual property and other work product created by ·consultant or 
any person working for or under Consultant in connection ~th Servi_ces 
provided Blue Cross under this Agreement and Schedu1e(s) including, 
without limitatio~ all methods, processes, business adaptations, repo~, 
products, notes, drafts, programs, software, memos, manuals, deliverables­
and other materials, whether · in paper, el~~onic or . other form and 
whether completed _ or in . process ( collectively ''Work Product"), and all 
trademark and patent rights, copyrights, trade secrets and other property­
based or ownership-based rights . and interests therein or ·stemming 
therefrom, are hereby irrevocably and unconditionally- assigned • and 
transferred to, and shall immediately upon ·the creation of or the ·coming 
into· existence thereof become, the exclusive property of Blue Cross and 
shall be deemed to constitute trade secrets and Confidential Information of 
Blue Cross and subject to the restrictions of Confidential lnformatiori 
contained in this Agreement_ Consultant retains no rights or interest ·in 
connection with such assignment and transfe~, and- Cons_ul~t 
acknowledges that Consultant will not have the_ right to publish or use any 
such Work Product (in any form or state of revision or in any derivation 
whatsoever) without Blue Cross's prior written consent, even in the event 
it is ·deemed not. to constitute Confidential Information. All such Work· 
Product shall be left with Blue · Cross upon completion of the Services to 
use or employ in any manner Blue Cross deems . appropriate in its sole 
discretion. All Work Product which results from • or relates to such 
Services shall be deemed to be "works made for hire" within the meaning· 
of then current U_S. copyright law to the _extent not expressly proscribed 
by federal law . . If any Work Product does not qualify as ~~oi-ks made for 
hire" within the meaning of then current u.s_ copyright law, then 
Consultant hereby irrevocably transfers, assigns and conveys -the entire 
right, title and interest in the Work Product to Blue· Cross. Consultant 
¾orees that it will have and maintain written agreements between 

. Consultant and any of. Consultant's principals, employees • and 
subConsultants, if any, who provide Services and/or Work Product 

• hereunder whi_ch establish and assign to Blue Cross all such rights and 
interests in such Work Produ.ct and that copies . of such agreements will be 
made available to Blue Cross upon request Consultant agrees to-execute 
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and deliver to Blue Cross all docu~ents reasonably requested by Blue 
Cross in connection with such assignment of rights, and upon request, 
Consultant will cooperate with Blue Cross to perfect, assert or defend Blue 
Cross's rights and interests in such Work Product. ·consultant warrants 
that no other party shall have any rights whatsoever therein_ 

(b) It is understood that Consultant shall be free to use its general knowledge, -
skills and experience and any ideas, concepts, know-how, and techniques 
related to the Services provided by Consul~!-- Consultant shall retain -all 
ownership rights in any preexisting prop# etary tools, products and 
methodologies of Consultant which Consultant can adequately document 
as having been previously developed by Consultant and that Consultant 
may use in performing the· Services; provided, however, th~ Consultant 
hereby grants -to Blue Cross a non-exclusive, p·erpetual, royalty· free 
license to use such preexisting proprietary tools, products and 

• methodologies of Consultant to the extent the same are incorporated in·ot 
-necessary to the use of the·S-ervices and/or Work Product provided to Blue 
Cross by Consultant 

(c) Consultant may retain, subject lb the terms of Sections 5 and 6, copies of 
its work papers relating to-Services ptovided pursuant to this Agreement 
solely for internal use by Consultant in connection with compliance with 

• its qµality as_surance requirements. 

( d) The ·parties acknowledge and agree that monetary damages will not fully 
compensate the other party in the event of a breach of the terms and 
conditions of this _ Section g· .. + and that ·upon any su~h violation, the .non­
breaching party shall be entitled as a matter of right to injunctive relief in 
addition to all ·other remedi_es atlaw. • • 

9. Confidential Information. 

(a) Consultant acknowledges and agrees tliat ·in the course of petf ormance of . 
Consultant's obligations under this Agreement, Consultant might be given 
or obtain access -to .Confidential Information of Blue Cross and/or any 
Affiliate ( defined below)_ Consultant shall not disclose, nor shall 
Consultant permit ifs employees and subConsultants to disclose, to cmy _ 
employee or subConsultan.t of Consultant who is not specifi~lly assigned · 
to perform Services in connection with this Agreement or to any other 
:person, entity _ or organization not a -party to this Agreement, any -such 
Confidential Information of Blue Cross and/or any Affiliate_ Consultants 
obligations set forth in. this Section 9 shall survive expiration or earlier 
termination of this Agreement ~d . completion of the Services in 
~connection herewith_ The term "Affiliaten for purposes of this Agreement 
shall mean (i) any entity that, directly or indirectly, through one or more 
intermediaries, controls or is controlled by or is under common- control 



with Blue Cross, and/or (ii) any entity in which an entity described in u(iy» 
above · holds · not less than 30% of the membership interest or issued-and 
outstanding voting securities thereof_ 

(b) "Confidential Informationn shall for purposes of this Agreement include; 
without limitation, all information in any form which -relates to the 
hu.siness .and operations of Blue Cross and/or . any Affiliate, including, 
without limitation:, information related to corporate strategic goals, plans, -
strategies, products and services, commercial and financial information, 
system functionality charts and descriptions, program code logic, trade 
secret information, information about employees and customers, and any 
notes~ analyses, cost data, compilations, studies,. interpretations, or 

(d} 

(e) 

_ • documents which contain. or are based upon any Confidentia! • Information:, 
regardless of whether: any · such materials or "information are specifically 
labeled as "confidential77, and any other infonnation in any form generally 

· uriderstood to· be proprietary, trade secret or confidential, or which under 
_the all the circumstances ought reasonably to be treated as· proprietary, 
trade secret or confidential. Consultant shall -not . use such Confidential 
Information except in furtherance of the purp6ses of this Agreement 
Consultant- shall have no rights of ownership or otherwise in any 
Confidential Information of Blue Cross or ·an Affiliate hereunder and all 

. such rights are expressly reserved. 

Confidential Information shall not include any information which (i) is, as 
of the time of its. disclosure, or thereaft:er ··becomes, p_art of the public 
domain through a source othet than Consultant, its - employees or 
subCons"ultants ; (ii) was known to Consultant -as _ of _the time of its 
disclosure by Blue Cross to Consultant _ arid not subject -to any 
c6nfidentiality obligation; _ (iii) is independently developed by Consultant 
_without reference ·to the Confidential_ lnformat_ion; or (iv) is lea.med 9r 
acquired froro . a third party not subject to an obligation of confidentiality 
w;ith respect to the inf onnation di~closed. 

Consul~t shall not remove from the._ premises of Blue Cross arty such 
C~nfidential Information of Blue Cross . or any Affiliate without_· first 
haying obtained the prior ~tten cons.ent of Blue -Cross or such Affiliate. 
Blue Cross shall present its "Confideqtial Information Policy7\ 

-substantially .in tl.ie form of Exhibit -"ff.~ attached hereto and incorporated -
- herein by this ~eference{and.as such Confidential lnformation.·Policy may 
be revised by Blue Cross from -time · to time) to all of ConsultanCs 
employees and· subCo~nsliltants · ·who . are _assigned to perform Seryices 
hereunder and Blue Cross may require their individual signature thereon 
as a condition to Constdtant's performance of Services. 

In the event Consul~t receives a subpoena or other validly issued 
administrative or judicial process demanding Confidential Information of 
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(f) 

(g) 

, 'Blue Cross or of an Affiliate, Consultant shall promptly notify Blue Cross 
and/or the Affiliate and tender to it the defense of such demand. Unless 
the demand shall have been timely limite~ quashed or extende~ 
Consultant shall thereafter be entitled to comply with such demand to · the 
extent required by law. 

Upon expiration or termination _of this Agreement, Consultant shall return 
to Blue Cross all Confidential Information of Blue Cross or its Affiliates, ,_ 
within ten ( I 0) days of written demand. The terms and provisions of this 
Section 9 shall survive termination of this Agreement. 

Consultant acknowledges and agree_s that monetary damages will not fully 
compensate Blue Cross or an Affiliate in the event of a breach of the terms 
and conditions of this S.ection 9 and that upon any such violation, Blue 
Cross and/or the Affiliate shall be entitled as a matter of right to injunctive 
relief in addition to all other remedies at law. 

10. Competitive Activities. Consultant agrees that, during the term of engagement 
with the Company, Consultant will not alone, <?-r in any capacity with another 
firm, 

(a) directly or indirectly render services to any person, firm or corporation in 
connection with the developmen½ marketing, sale or promotion_ of any 
products or services that are competitive with any _products or services of 
the Company ( whether commercially available or under development) . on· 
which Consultant worked or with r~speCt to which Consultant received 
confidential or proprietary information · during • Consultant's engagement 
with the Company; or 

(b) in any way interfere or attempt to interfere with the Co~pany's 
relationships with any of its current ot ,Potential customers or suppliers: or 

(c) employ or attempt to employ (by soliciting or assisting anyone· else fa the 
solicitation of) any of the Company's then employees . on behalf . of any 
other entity competing with the Company, 

. This Section IO shall cease to be ~pplicable to any activity of Consultant from and after 
such tune · as the -Company (i) shall have ceased all business activities for a period of six 
(6) months or (ii) shall . have made a decision through its Board .of Trustees not to 
continue, or shall have ceased for a period of six ( 6) months, the business activities with 
which -such activity of Consultant would be competitive. 

• Furthermore, if one of the MSCs decides, independently, to use another third party 
administrator for services similar to those services previously provided by the Company, 

. Consultant will be free to pursue• an opportunity to place the groups in the MSC with the 
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Company directly or through another pooling arrangement, with the approval of the 
_Company. 

The provisions of this Section IO shall survive the tem1ination of this. Agreement for one 
year in . the event the Agreement is terminated by the Company (i) unde_r Section 5 for 
cause, including (without limitation) frau~ misrepresentatio~ theft, em~ezzlement of 
assets . of the Company by Consultant; (ii) under Section 5 for a material breach by 
Consulµmt of any provision · of this Agreement, which remains uncured after such thirty -
(30) days; (iii) under Section 5 in the event of Consultant's · disability that prevents 
Consultant from performing duties under this Agreement; (iv) under the terms provided 
in Section 7(h); or (v) _ upon mutual agreement of the parties. 

"II. · No Adequate Remedy. Consultant understands that if Consultant fails to fulfill 
Consul~nt's obligations under Sections 8, 9 or IO of this Agreement, the_ damages 
to the .Company_ would be very difficult to determine. Therefore., in addition to· · 
any other tights or remedies available to the Co~pany at law, in equity, or .by 
statute., Consultant hereby consents to the specific enforcement of Sections :s, 9 
and IO of this Agreement by the Company through an injunction or restraining 
order issued by an appropriate court. • 

12. Consent to Use of Name. Consultant consents to the use of Consultant's name, 
without prior written approval, in appropriate Company materials. 

l 3. Warranties . 

( a)- -· Consultant warrants that (i) Consultant, its employees and subConsultants, 
if any, shall have the requisite skills, abilities," licenses -and qualifications 
to provide the Services, (ii) Consultant shall comp_ly with all applicable 
local, state and federal ordinances, • 1aws and regulations in providing the 
Services, (iii) all Servi~es to be performed hereunde~ will be performed in 
a good, professional, workmanlike and competent manner, in .conformity •. 
with all applicable standards and the requirements -of this Agreement,. and 

• (iv) Consultant's performance of Services does ·not and will not violate 
the terms and conditions of any other contract or obligation of CorisultaiiL -

(b) • Consultant warrants that all Work Product will funct~on and perform in 
accordance with any specifications as outlined in the applicable Schedules. 
If any Work Product does not conform to the foregoing warranty, Blue 
• Cross shall notify Consultant in writing of such noncoriformance and 
Consultant shall as soon as reasonably practicable re-perform _Services to 
modify-such Work Product to make it conform to such warranty. 

_ { c) Consultant warrants that no Work Product will infringe upon or _violate 
any rights of a third party or parties, including, without limitatio~ any 
patent, copyright, trade secret or other intellectual property right 

J(\ 
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( d) Except for the express warranties provided in this Agreement or as may be 
provided in a respective Schedule, Consultant does not make any express 
or implied warranties, including, without limitation, the implied warranties 

. of merchantability and fitness for a particular purpose_ 

14_ Miscellaneous_ 

(a) No Conflicts_ Consultant represents and warrants to the Company that •• 
neither the entering into of this Agreement nor the performance of any of 
Consultant's obligations hereunder will conflict with or consti~te .a breach 
under any obligation ·of Consultant under .any agreement or contract to 
which Consultant is a party or any other obligation by which Consultant is 
bound_ Withoudimiting the foregoing, Consultant agrees that at no time 

. will Co_nsultant utilize any trade secrets or other intellectual property of 
any third party while performing services hereundeL • 

(b) Modification_ This Agreement may be modified or amended only. by a 
writing signed by both the Company and Consultanl 

( c) Governing Law._ The laws of Minnesota will govern the validity, 
construction, and performance of this AgreemenL . 

( d) Construction_ Wherever possible., each . provision of this Agreem~nt will 
be interpreted so that it is Valid under the applicable law_.· If any provision 
of this Agreement is to any extent invalid under the applicable · 1aw, that 
provision will . still be effective to the extent it remains valid The 
remainder of this Agte~ment also will continue to be val~d, and the entire 
Agreement- will continue to be valid in other jurisdictions_ 

(e) Waivers~ No failure or delay by either the Company or Consultant in 
exercising any right or remedy under this Agreement will waive any 
provision of the Agreement • • 

(f) Entire Agreemenl This Agreement, including any Exhibits referenced­
herein and attached here~o, represents the entire agreement between the 
parties concerning tf:ie services· described herein and the specific subject 
matter hereof. the terms and conditions of this Agreement (a) supercede 
any prior verbal .or.written communications concerning the services 
described herein and any other services set forth in the two agreements 
referenced below, to the extent that such terms are not specifically 
incorporated by reference foto ·this Agreement, (b) specifically supercede 
that certain -Consulting Agreement bearing an effective date of July I, 
2002 and executed by and between BCBSM,. INC, Creative Benefit 
Consultants, Inc. (by Virgil Hammerstad), and Virgil Hammerstad, which 
Consulting Agreement is hereby terminated and of no further force ·and 

. effect as of the effective date of this Agreement and (c) specifically 
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supercede that certain Consulting Agreement bearing an effective date of 
January I, 2002 and executed by and between BCBSM, INC., Creative 
Benefit Consultants, Inc. (by Virgil Hammerstad) and Virgil _H~erstad, 
which Consulting Agreement is hereby terminated and of no further force 
and -effect .as of the effective date of this Agreement 

(g) Notices. All notices and other communications required or permitted 
under this Agreement shall be_ in writing and shall be hand-delivered or 
sent by registered or certified first-class . mail, postage prepaid, · or 
commercial overnight delivery-service and shall be effective upon delivery 
if hand-delivered, three (3) days after mailing- if mailed ~r one (I) day 

_ after delivery to a commercial overnight delivery service,_ in each case to 
the addresses stated at the beginning of this Agreement. Th~se addresses 
. may be changed at any time by like notice. 

(h) Assignments. Except for permitted ·assignment as provided above, or 
otherwise expressly permitted hereunder, neither this Agreement nor any • 
right or obligation arising hereunder may be assigned by any Party hereto, 
in whole or in part, without the prior written consent of each o_ther Party 
h~reto, which may be withheld in the absolute discretion of such other 
Party, and any attempted assignment in violation of the tenn.s hereof will 
be null and void and of no force or effect. The Parties agree that either 

• Party may assign its rights and .delegate its duties hereunder to any entity 
which· it controls~ is controlled qy or wi~ wh.ich _ it is under common . 
controL Subject to the foregoing sentence, this Agreement will be binding 
upon and inure to the benefit of the Parties and their respective successors 
and assigns. 

(i) Di~putes. All dispu~es, controversies and claims ansmg out of or in 
. connection with, or relating to this Agreement .or any .breach or alleged · 

breach hereof shall~ on the request of any paity involved, be submitte·(\ to 
:and settled by arbitration in the City o(Mi~eapolisy State of Minnesota, 

• pursuant to the commercial arbitration rules ~en in ~ffect of the American 
• Arbitration Association (or ariy other time or ~y other place or any other · 
form of arbitration mutually acceptable to the parties so involved)_ Any 

• award rendered shall · be. final and conclusive upon the . parties and a 
.judgement thereon may be enter~d fu the highest form of court of the 
forum, state or federal, having ju~diction. . 

IN WITNESS WHEREOF,. the Company arid Cons':1ltant have exe·cuted this 
Agreement as of the date first abov~ written. 

"- BCBSM, L~C-
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d~\\l_ 
Its:S.· w -Gil. totA-7£ Aw.,.s 

4 .. ).G, .O'-J 

Creative Benefit Consultants, LLC 

By: Uv<4L )/~ 
cT . . . 

Its: t~~ S I -JJ «2 ,,.j' 

. . . 

c.~-s~•~s.-.pl.T~~n.4l.doc 
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EXiIIBIT A 

DESCRIPTION OF DUTIES 

In addition to the duties and responsibilities outlined elsewhere in this Agreement,: 
Consultant agrees that -be will render the following consulting, sales and marketing, 
general .advisory, and other services to or ori behalf of the Company throughout the 
Cons1.,1Iting Y eac 

(I) Marketing Efforts. Consultant shall devote reasonable commercial efforts to 
assist the Company with the continued market development, sales and marketing 
of the Business to . MSCs, in a manner consistent wi~ but nQt limited_. to 
Consultant's efforts prior to entering into this Consulting Agreement 

(2) Relat~d Services. Consultant shall .render consulting, general advisory, and other 
s·ervices to the Company relating to the Company's efforts to provide third party 
administrator and ancillary services to MSCs. 

(3) Sales Information. Consultant shall provide consulting~ general advisory, and 
other services to the Company relating to the Business. Consultant shall, from 
time -to time, discuss _ w!th the Compan~, any changes in market or other 
conditions -in the Business which might materially affect current or potential sales 
ofproducts to ·MSCs. 

BCBSM61559 



Acknowledgement and Consent 

Acknowledgment 

The undersigned ______________ Service Cooperative hereby 
acknowledges the following disclosure and agreements. 

Virgil Hammerstad, Creative Benefit Consultants, LLC. (CBC) and Blue Cross and Blue 
Shield of Minnesota ("BCBSM") have entered into a five-year consulting agreement 
wherein Hammerstad and CBC provide consulting, general advisory, and other services 
to BCBSM relating to Minnesota Service Cooperatives, subject to · the teons and • 
conditions of the· agreement. • Hammerstad and CBC have provided similar services to 
BCBSM in past years. 

___________ Service Cooperative 

B~---'-----------

Its: _____ ---"---------

Dated: ______________ _ 
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,Acknowledgement and Consent 

Acknowledgment 

The undersigned ~ u±h ell 5 -f- Service Coop~rative hereby • 
acknowledges the following disclosure and agreements. 

V~rgil Hammerstad, Creative Benefit Consultants, LLC. (CBC) and Blue Cross and Blue 
Shield of Minnesota ("BCBSM") have entered int<;> a five-year · consulting agreement 
wherein Hammerstad and CBC provide consulting, general advisory, and other services 
to BCBSM relating . to Minnesota Service Cooperatives, subject to the terms · and· 
conditions of the agreement. Hai;nmerstad and CBC have provided similar services to 
. BCBSM in past years. 

5o tdh elJ_S + Service Cooperative 

By: 7!1f Af t!4 
Its: &ecu fi"c1 e T),"rfl!ttte 

Dated: 'r-3tJ-olf ---~--------,----
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Adcnowledgement 

ACKNOWLEDGEMENT -­
AND. 

CONSENT 

. The undersigned · ___;._No_·~r_+A_;_. --=-e.;::;..2.;::;..~f ___________ _ Service Cooperative ("MSC-) • hereby 
acknowledges that the following has been disclosed co MSC. 

Vicgil Hammerstad, Creative Benefit Consultants. ILC (CBC) and Blue Cross a.pd Blue Shield of. 
Minnesota C-BCBSM .. } have entered into a five-year consulting agreement wherein Mr. Hammerstad 
and CBC provide consulting. general advisory. and other services to BCBSM relating to Minnesota 
Service Cooperatives. subject to the terms and conditions ofthe agreement. Hammerstad and CBC 
have provided similar services to BCBSM in past years. 

Consent 

By this acknowledgment. the MSC consents to the termination of its .contractual relationship. if any. 
with CBC and any of its affiliates and Mr. HammersCl.d individually· and any entity wholly-owned by Mr . 
. Hammersc:a~ except as may be otherwise agreed to by BCBSM. 

~-=eaJf, , . Service Cooperative 

By:~,f //4~ 
·1rs: --~-·~_eUL~- ·~V~YC-~j) ______ ;ru_-c/oy_----

Dated: ___ ~_-_2_._o_·-_o_</_._· __ 
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.Acknowledgement 

'ACKNOWLEDGEMENT 
AND 

CONSENT 

The undersigned • ,/.t1,ke ~ d,,., n ~·,b Sa-vice • Cooperative ("MSC") hereby 
acknowledges that the following has been disclosed t SC. · · 

Virgil Hammerstad. Creative Benefit Consultan~ LLC (CBC) and Blue Cross and Blue Shield of 
Minnesota ("BCBSM") _have entered into a five-year consulting agreement wherein Mr. Hammerstad 
and CBC . provide con~ulting. general advisory. and other services to BCBSM relating. to Mimiesota 
Service Cooperatives. subject to the terms and conditions of the agreemenL Hammerstad and CBC . 

. • have provided similar services to BCBSM in past years. • 

.Consent 

By this acknowledgment, the M'SCcxmsents to the termination of its a.>ntractual relationship. if any. 
with CBC and any ofits affiliates and Mr~ Hammerstad individually and any entlty wholly-owned by Mr~ 
Hammerstad. except as may be otherwiseagreed to by BCBSM. • • 

BCBSM .61563 



Acknowledgement 

The undersigned 

ACKNOWLEDGEIYJENT -· 
AND 

CONSENT 

acknowledges that the following has been disclosed co MSC. · 

Virgil Ha:mmecstad, Creative Benefit Consultants. ILC. (CBC) and ·Blue Cross and Blue Shield of 
Minnesota ("BCBSM .. ) have entered into a five-year consulting agreement wherein Mr. Hammerstad 
and CBC provide consulttng. general advisory, .and other services to BCBSM relating to lvlinnesota. 
Service Cooperatives. subject to the terms and conditions of the agreemenL Hammerstad and CBC 
have provided similar services to BCBSM in past yea.rs. 

Consent 

By this acknowledg~ent, the MSC consents to the termination of its contractual relationship. if any. 
with CBC and any of its affiliates and Mr. Hammerstad individually and any entity wholly-owned by Mr. 
Hammerstad, except as may be otherwise agreed co by BCBSM. 

.... . 
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) 

Acknowledgement 

ACKi~OWLEDGEMENT -­
AND 

CONSENT 

The undersigned j/_ll!lf,--~ Service Cooperative ("MSC'") hereby 
acknowledges that the followmg has been disclosed to MSC 

Virgil Hammerstad, Creative Benefit Consultants, LLC. (CBC) and Blue Cross and Blue Shield of 
Minnesota C'BCBSM") have entered inco a five-y~ consulting agreement wherein· Mr. Hammerstad 
and CBC provide consulting, general advisory, arid other services to BCBSM relating to Minnesota 
Service Cooperatives, subject to the terms and conditions of the agreement. Hammerstad and CBC 
have provided similar services to BCBSM in past years. 

Consent 

By this acknowledgment, the MSC consents to the termination of its rontractual relationship, if any, 
with CBC and any of its affiliates and Mr. Hammerstad individually and any entity wholly-owned by Mr. 
Hammerstacl except as may be otherwise agreed to by BCBSM. 

BCBSM 61565 



) 

ACKNOWLEDGEivtENT 
AND 

CONSENT 

Acknowledgement 

• • The undersigned ~~ervice Cooperative ("MSC-) hereby 
acknowledges that the foll~osed to MSC. 

Virgil Hammerstad.. Cceative Benefit Consultants. LLC. (CBC) and Blue Cross and Blue Shield of 
Minnesota ("BCBSM") have entered "into a five-year consulting agreement wherein Mr. Hammer-scad 
and CBC provide consulting. gen~ advisory. and other servjces to BCBSM relating to Minnesoca 
Service Cooperatives. subject to the terms and conditions of the agreeinenL Hammerstad and CBC 
have provided similar services to BCBSM in past years. 

Consent 

By this acknowledgment. the MSC consents to the termination of its contractual relationship. if any, 
with CBC and any of its affiliates and tvlr. Hammerstad individually and any entity wholly-owned by Mr. 

• Hammerstad, except as may be otherwise agreed co by BCBSM. 
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~; u.:is requ~ in b~dget? .~Yes u No • -- ·--

,f 'no', explain how the request will be fundedNote that this contract was approved by the Board of Directors at the April 2004 meeting and can 
~ validated by the minutes of the meeting 

N'/hat is the scope of work ~onsuttant will provide consulting, general advisory and other services on behatf of the company as may be 

-

'==-o be performed? ~elevent to providing health benefits coverage administrative services to the Minnesota Services Cooperatives as 
~stablished by MN Statutes section 123A.2'1 • 

~eqJir~ ~nen~~t;i . - -~~~~~ otMN statutes.section.123A]'~n----·d .... esta-.... b-lished,_,,_ .... .,... •• business relationship with the Minnesota Service 

~-~~-~? _____ ---•·· ~ooperatives 
~dd1 Qualifications of ~A 
~endor? ~ 

Business Justification 
~~ckground : (provide information 
reading to this request) 

~ approval by the Board of Directors of BCBSM as noted in the minutes of the 
~nl 2004 meeting. . . . . • •• 
~ (lndude any supporting documents as attachments) 

rih~Tr Alternatives: i~ . . . 
_ ~ • (Include any supporting doruments as attachments) 

-r ltemative Vendors: ~ NA • • < . •• . . . . . . . • . . 
.... .... . .~ (Include any ~p~ng ciocu.ments as attachments) 

~ssues/Risks: {identify any issues or potential risks, § NA . • • • · • · . . · .·· . 
~nd state what will happen if this request is not _ . . _ -=~": _··•(lndude _any supporting documentsas·attach~ents) . • 
~pproved} = 

tde"iiiy Milestones: (Deadlines) 

-rcuture Costs: §~ 

i . (Include any suf)PC>rting documents as attachments) 

• VendorDue· Diligence 
J Complete for all requisitions . 
~ contract or written 

Any • Yes • respoc ises require ad~ _doOJment,Jtion end appmvaf before a agreement can be 
Initiated. .-: ··· --· · . ·· ·, ., ,, . -, ... , --.· ·· ·· ·-··· ·. ·:;.·r · · · • .. · , •··. •• • • -. , 

0Yes • No 
~ Is vendor/consultant an independenr contractor or sole proprietorship? tf yes, .you m_ust obtain approval to 
~ use this vendor/consultant m>m ,Human Resour:ces. -A copy of ttie· approval must be submitted to 

• ~ p~~~ with the oontrajlwrttten-aQ!~~~ _. • • • • • •• __ . 

·oves. No ~ Is vendor/consuttant a former employee of BCBSM or Ifs affiliates? . . , . . . . 
~ If yes. the date·of·tennlnation ofemployment must be_~ least .• -90 c1ays'·previous. 

---~---~Term __ _ Date__ : __ .. ····-~ ___ . :. ---~ . _ - -~~---·:.: ... , ... : ·=· ... . _ __ __ J: • \ ·~-- _ ----·--· , :.~-----__ ~::- ,--·~ .. :~ -.-·· , _..... _ _. _______ 1_ ; • •··- · ·· ··.;...,_...;;:.:.;··;;;···,;,;· --~...._.. ...... _.......,_~~......,_,.----:.....,.;..,;;.c;.~.:--=-----~--....,_.....:.,;_,,;;~........, ........ ~ ....... ,.-........., ....... .;;;;:_ ....... ~;;;;..;. .............. , ....... = ........,,.......,.......,.,,.__...,.. ___ ~ 

. i .• Yes ·o No ____ l:!1;~~~t:;~~ six-~ooths? If y-~·-~:-~-~tteriju_stification to purchasing with 

§ If yes. document the name of the employee . .. . -:.,. ·. : .. • ·.,, -.: . ·. . . . . . . . 

-

-=========::_~=_Fr--·Q yes • No , I ls vendor/roiisuttan_t_ ~ relativ~ or_ SP.OtJSe of a_ BC~~ emplo~?. -•• _ • 

~ You must verify that the vendor/CQiisultant does nof report to a _relative or spouie.:-. If _the vendor/consuJtant 
~ is c! relative or spouse.of a BCBSM officer. HR employee or Payroll employee. you may not use this 
~ vendor/consultant . •• • .: · · -· 

§ls this request for services at least $50.00C>? • Yes O · No 
I it Yes, you must complete the .four sections below: 

. _,,. 

· · -. . •· 
~ If No, go to the .. Estimated Cosr section below. f Submit dorume~on to ~ of ihe full:".'-OWl--."".".ng ...... -.. fo~r pro'-'_ ---feds~ .... _· ·,;.;;;· ···,.;,.tx-..,;;;--.· .... ~ .... _--··.-=•··,_--;;..;·that~----· wi-n--, -be-· .. et--· -,east ........... $"."" __ 50 __ •• --.000 ........ ·--~-----.-·.-......,.___, ................. ---.--· ",IE.IS"wl"" --"!- .. 

~ Written Justification must be submitted if the information was not obtained . Contact your arvislon ex>ntroller ff you need 
~ assistance with this section . 
;:._,. . •· - - -···-··-·- ·· •. . . - . .. ·-
j DocuJQ_entation of bi~ from other vendors (prtce·compalison) and vendor refere~ 
~ U To be submitted 

I O A corporate contract is in place • 

~ • .o. -Not obtained 
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) 

~?: contract approved by the Boaro~472.l­

i Vendo):_ References _ 
[ U To be submitted 

I O A rorporate a:mtract is in place 

= • Not obtained 
because: contract approved by the Board 4/21/04 

~ Review of Vendor Financial Viability- required if ill!Y of the following conditions are present 
~ • Substitute vendor rould not complete project at reasonable cost 
~ • Vendor is integral part of a project that extends more than one month and will receive progress payments in excess of $150,000. 

-

i===-===~= • Vendor will provide ongoing services that cannot be provided by an alternative vendoc 
• Vendor wiJlprovide a service that results in the production of an asset or intenectual property for BCBSM 

U Vendor Financial Viability Review is required and wm be submitted to purchasing. 

e Vendor Financial Viabiltiy Review is not required_ 

~ Request for P(oix,~I - r~ired if payments to the vendor will exceed $1,000.000 over the life of any project. or if payments to vendor for 
hngoing services will exceed $1,000,000 over five years or less. Purchasing will roordinate the RFP process 
~ 0 Request for Poposal is required and will be submitted to pruchasing_ 

· i • Request for Propo~I is not required.. 

Estimated Cost 
¥\mount to be paid to consultant for this agreement §$96999200 
~H~vet';'xpe~-~~bursed--="--""'-"t_o_the=·~vend--o-r?-.----------~-----p~:~. -Y=es=·~o~. ~··· ·-N-o-~----- -

~ travel expen~ on a per diem (per corporate policy) or other basis? 
~{if not per diem, Sr Staff approval is required) 
:- • · ..... •• • • • - .: _. • • • • • ., • • • • _;,_;,_ • ...&~·~·. ~ · - · •~-=>z,.__;;;;.;;;;..,.....a.,......,_....,........,,....;;;,;.,·.,;.;··-=·-··.,;· ·;;;;;·····--··--;,,;;;···--···-..,.;·· ·-=· ;;;;..··· ..... ·-=·- -;;;;;· ~ 

rV!10Unt of travel expenses to be allowed: J$0.00 

if\mount of other expenses to be allowed ~0.00 
. -·-·------·- - - --· . --··--·-

rndicate the value of pr:evjous purchase orders related to this agreement 

f otai.Cosl (Standard fees+ travcl e~ + other expenses+ prev: value) = I $969992.00 

.............. -·-·-··· -i: 

. _. Preliminary Approval Authorizations . 
=,._~"-"="==-=-~~==aca~~==~.....,.,!~~""""-"-~-=~='"""""'=---=="""""=---......:~=--~-------; 

Do not enter into a contract or written agreement prior to obtaining preliminary approval 

Total Value App~ls needed ~ e:rner required names below 

~I Requisitions P>ntroller .. JAJice _M P_~ G,riffin...,· ......,·· ..,,·- -·· · ... ·-...,· ... ·· ... · ...... ___. ___________ ......., ......... , 
. ~ - $1,000 . f u~ding or CC Immediate Supervisor1lichard M Niemieo'BCBSMN 
~1,001-$~·s=.oo=o=.===p=i~rect=or~======~=~=!;~=icha==rd~M=N= .• =,~= .. =iec=._===========~=-'-'~=~=-a1 

fS.001 - $49.999 ~ . I VP:Richard M Niemiec 

~50,000- $14~.999 ~WO VP'~ 

.· Once Section I is .. complete dick on-'.ihe Submit Reciuest button aMhe topof this page. 

Funding Manager Approval 
If you are listed in more than one approver role you must approve under each role (i.e_ mar.ager & director) 

Manager Name: Richard M Niemiec _Approve! Deniedj • 
Director Approval 
If you are listed in more than one approver role you must approve under each role (i.e: mar.ager & director) 

Director's Name: Richard M Niemiec Approvei iDeniedl 
Controller Approval 

If you need to dlange the controller name did< on the box in the above table. Select the name of the controller you would llke to 
send this to. 

Then dick on the button at right to send this to the newly selected controller. ;cuck only if controller changed 

Controller Name: Alice M Perry Griffin Approve] Denied} 
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Senior Staff Manager Approvals 
'IP 

If you are listed in more than one approver role you must approve unde~ each role. _(i.e. manager & director) 

VP name: Richard M Niemiec please approve' here> Approve! Deniedl 

CFO Approval 
CFO name: Timothy M Peterson please approve here > Approve! Denied! 

This section is completed by the Requester . Contact purchasing for the vendor number (x2-6877, 'X2.-7067 orx2-2232). 
The requester/manager must obtain confidentiality statements for all vendor personnel per the HIPAA Confidentiality guidelines 

1 The requester/manager should request an A}# jf needed for system aa::ess and submit for a building access card if needed , 
~The oontroller will forward the form to the appropriate requisitioner for creation of the online SAP requisition If vendor personnel should appear\ 
•• in the Blue Net phone direqory, please contact purchasing. l 

t-Jame of Vendor: Creatvice Benefit Consultants LLC 
• i,,fam_e{s) of on-';rte vendor.person'ire'I (if known) ,.. 

~Vendor# 

Mrgil Hamme~d 

~ount of other ~~s_!<?. ~ allowed: (enter 0 if OOflE:) ~0.00 

rrldicate the value of previous purchase orders related to this agreement F0.00 

Fatal~ .(S~ndard fees+ travel -e~··+ oiher ~nses=· "=-'<+~---p,:"=Se"""v'"". va=I=-=~_,;.,···)=·· ~""°""--.......,,,;.,;;.;;_...;.;....=._,.,1~$..,,g,s_s....,g=gg""'2.;;,.;.;;..00-.,,__......__;;.;;;.;......,......._· ..... , y:7 

,AP Requisition # 

Once Section II is complete click on the Final Submit button at the top ot" this pa_ge. 

• Additional Approvals 
If you need to assign additional approvers pl~se fill in their namE(s) first, then dick on Send. Once they approve you will receive 
an email requesting your approval 

Assign Additional Approvers 

Controller Final Approval 
Controller Namer: Alice M Perry Griffin iApprovel ~Denied! 

~ontrad signed ··-· • P -

~uilding Acress Appro".'ed····=···· ...... .. r-OP 
~vendor file check 

.. ~#"-----~------------, 

~omments: 

BCBSM 74128 



co 
('") 
co 
en 
3: 
--.a 
.s:a, 
UI 
UI 
0 

·~· . , ! . : 
.,. ______ ...... ..... ,-.. ~. -- ·. ~ ... .,. -----····--·--· .. - - .. ~ 

• ., , , r,.,•1~~...:1 '<', .l 

... , 
' . . . ' 

Blue·cross ·stueShield 
of Minnesota 

•. PURCHAS~. REQUISITION 
FORM 

··Requisition #: 
/00 ~ 5/ '-{ J. 

'(assigned by SAP) 

M hlt~t Jlnm.t. ff 1H l'llil Cms uJ llt4 ~ AUockdOI! 

Document Tvoe (Circle One): NB = Standard C_R~tlin_e_1'gr__eement(Schedule Aoreement/Contract 
Requisitioner Name :: I Ext. · I Goods Recipient (Last Name, Flrst Initial) I Ext. • I Route Code • 

Blommer, Kris. I 2-6445 I Neuner, R. . I 2-7777 . I P3-3 

Tvoe of Acq,unt Assiqnment (circle one'· r cost center) A (for Fixed Asset) P (for Proiect 
SAP I · Short Text . 

Material (Description) 
Number 

Creative Benefit Consultants, Inc.· : 
Virgil Hammerstad • 

Requeste~ 

1 

Unit of 
Measure 

Each 

p~ ~ ~cl beuucl cn,u . / 

~iJvYVlOJ/LU._ . • 

c-ro·: 
/_,rJ;uoSJ M ~ 'ow µ !Jrn_ ~ 
~J) · :ts-~ ootJ ttoWa-vt0<. ~-

IAut~ {{) ~ · --VIL ~ 0 ctf ~ o._;r, 
w 

Print Signature Name 
Richard. P. Neuner. • 

Delivery I GL 
Date Account 

Number 
12/20/02 I 66400 • 

Cost 
Center 

78900 

Unit 
Price $ 

50000.00 

Total 
Cost$ 

50000.00 

DEC i :, .,n,,? Order I soooo.oo 
.1 (IJ _w., . Total 

Ext . . • 
2-6706 

Ext. 
2-7777 

' . . . .• ~ - . . . 

Mall ( 4-40) qr fax (x22683) a signed copy .of. this form (and any atta,chments) to Purchasing 1.mmedlately upon creating the SAP ori-llne requisition. 
A purchase order can not be Issued untfl authorlzatlon signatures are rece!yed In Purchasing. (It Is not necessary to send a copy of this form for 
reservations.) • • • ,. 

,·,~ 

~ 
S' 

\° 
~ 

6""' 
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OUTCOMES INCUBATOR PROJECT EXPENSES 

Invoice Refund 
Funding Invoice for 2003 Amount Amount 
March 2003 $ 22,319.41 
April 2003 $ 20,651 .59 
May 2003 $ 27,313.05 
June 2003 $ 33,997.94 
July 2003 $ 28,946.59 
August 2003 $ 34,936.66 
September 2003 $ 31,786.66 
October 2003 $ 30,286.66 
November 2003 $ 29,786.66 
December 2003 $ 59,446.99 

Refund from Excess Billing $ (47,500.00) 
Total 2003 $ 319,472.21 $ (47,500.00) 

Invoice Refund 
Funding Invoice for 2004 Amount Amount 
January 2004 $ • 51,041.99 
February 2004 $ 53,041 .99 
March 2004 $ 99,842.49 

Refund from Excess Billing $ (30,000.00) 
April 2004 $ 109,194.04 
May 2004 $ 91,029.04 
June 2004 $ 169,363.97 

Refund from Excess Billing $ (95,000.00) 
July 2004 $ 173,324.17 
August2004 $ 155,399.86 
September 2004 $ 364,144.48 

Refund from Excess Billing $ (62,500.00) 
October 2004 $ 336,677.26 
November 2004 $ 337,951.26 
December 2004 $ 48,334.75 

Refund from Excess Billing $ {1,243,000.00) 
Total 2004 $1,989,345.30 $ (1,430,500.00) 

Invoice · Refund • 
Funding Invoice for 2005 Amount Amount 
January 2005 $ 48,227.50 
February 2005 $ 78,477.50 

• March 2005 $ 25,210.25 
Refund from Excess Billing $ (67,000.00) 

April 2005 $ 25,209.75 
May2005 . $ 15,412.44 
Jurie 2005 · $ 5,770.75 

Refund from Excess Hilling $ 31,000.00 
July 2005 $ 5,770.75 
August2005 $ 5,365.75 
Total 2005 $ 209,444.69 $ {36,000.00) 

.... otal All Years $ 2,518,262.20 $ {1,514,000.00) 

Ck/l1zJ1 r 
/~ / 4-2__ 

Total 
Amount 

$ 22,319.41 
$ 20,651.59 
$ 27,313.05 
$ 33,997.94 
$ 28,946.59 
$ 34;936.66 
$ 31,786.66 
$ 30,286.66 
$ 29,786.66 
$ 59,446.99 
$ {47,500.00) • 
$ 271,972.21 

Total 
Amount 

$ 51,041 .99 " 
$ 53,041 .99 
$ 99,842.49 
$ (30,000.00) 
$ 109,194.04 
$ 91,029.04 
$ 169,363.97 
$ (95,000.00) 
$ 173,324.17 
$ 155,399.86 
$ 364,144.48 
$ (62,500.00) 
$ 336,677.26 
$ 337,951.26 
$ 48,334.75 
$ {1,243,000.00) 
$ . 558,845.30 

Total 
Amount 

$ 48,227.50 
$ 78,477.50 
$ 25,210.25 
$ (67,000.00) 
$ 2s:209.75 
$ 15,412.44 
$ 5,770.75 
$ 31,000.00 
$ 5,770.75 
$ 5,365.75 
$ 173,444.69 

$ 1,004,262.20 . 
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, CONSUMER DlRECT AGREEMENT 

This Consumer Direct Agreement ("Agreementn) is made as ofthis 1st day ofNovember, 
1999 ("Effective Date") by and between Consumer Health Interactive ("CHI"), a division of 
BabyCenter Inc., a Delaware corporation ("BabyCenter'), and Blue Cross and Blue Shield of 
Mnnesota, a nonprofit health service plan corporation ( collectively with those affiliates 
controlling, controlled by or under common control with Blue Cross and Blue Shield of 
Minnesota, "Customer,') . 

RECITALS 

CID has developed Consumer Direct, an on-line, World Wide Web and e-mail based 
health care information service ("Consumer Direcf'). CHI oWns or licenses certain content and 
technology which comprise Consumer Direct and which Customer wishes to license and make 
available in its own licensed Consumer Direct web site ("Customer CD Siten) and via outbound 
Internet e-mail ("Customer CD E-Mail"). Customer also wishes to purchase editorial and 
technical support services from CHI. 

AGREEMENT 

In consideration of the foregoing and of the mutual promises contained below, the parties 
agree as follows: 

1. Definitions. As used in this Agreement, the following terms shall have the 
.following defined meanings: 

(a) "Additional Content" shall mean, collectively, all additional materials, . 
data and similar information created by CHI under this Agreement which are not part of the -
standard CHI Content included in the Annual Fee (as defined in Exhibit C) .. 

(b) «Addition.al Technologv" shali mean, collectively, all additions and 
enhancements to the standard CID Technology provided under this Agreement beyond that 
included in the Annual Fee. 

(c) "CD Content" shall mean the CHI Content, Additional Content and Third 
Party Content collectively. 

( d) "Change of Control" shall mean any merger, consolidation or sale of all 
or substantially all of a party's assets, stock or business to which this Agreement relates 
(including, in the case ofBabyCenter, all or substantially all of CHI's assets, stock or business to 
which this Agreement relates), or any other transaction in which more than fifty percent (50%) of 
a party's voting· securities are transferred. 

( e) "CHI Brand Featuresn shall mean the trademarks, service marks, logos 
and other distinctive brand features of CHI and BabyCenter that are used in or relate to the CHI . 
Content, Additional Content and the Customer CD Site, including without limitation: Consumer 
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Direct, Consumer Health Interactive; BabyCenter, Inc.; the BabyCenter, Inc. and CHI logos; the 
Baby Store; Consumerhi.co~ BabyCenter_coTT\ and any and all other CHI and BabyCenter 
URLs. 

(f) "CHI Content" shall mean, collectively, all materials, data, and similar 
. information collected or owned by CHI and/or BabyCenter and licensed to Customer hereunder, 
which is a collection of HIML files and certain related scripts, as further described in Exhibit A to 
this Agreement (including, without limitation, any and all Enhancements and the content included 
in the Customer CD Site upon Site Launch). 

(g) ucm Technology" shall mean the underlying CID technology (and all 
Intellectual Property Rights relating thereto) used to construct the Customer CD Site (including, 
without limitation, items such as content presentation technology, authoring tools, custom e-mail 
and authorization scripts, etc. and the techno.logy included in the Customer CD Site upon Site 
Launch). 

(h) "Content Pages,, shall mean those pages in the Customer CD Site that 
contain CID Content, Additional Content or Third Party Content. 

(i) "Customer Content" shall mean, collectively, all materials, data and 
similar information developed solely by Customer or by Customer with parties other than CHI 
prior to or during the term of the Agreement and used on the Customer CD Site. 

G) "Deliverable" shall mean CHI Content Additional Content, Third Party 
Content, CI-Il Technology, Additional Technology, and Enhancements supplied by CHI to 
Customer pursuant to the terms of the Agreement. 

(k) «Editorial Supportn shall mean ongoing creation of new content and 
materials, including reviews and the Customer CD Site features and the ongoing management and 

• updating of content and decisions on which content shall appear and where that content will 
appear on the Customer CD Site, by CID after the date of the initial launch of the Customer CD 
Site. 

(I) "Enhancements" shall mean any updates; improvements or modifications 
made to the CID Content or CHI Technology by CHI during the term ofthis Agreement and paid 
for as part of the Annual Fee set forth in Exhibit C. 

(m) "Intellectual Property Rights" shall mean any and all rights in and to 
trade secrets, patents, patent rights, copyrights, works of authorship, trademarks, service marks, 
trade names, trade dresses, know-how, and similar rights of any type under the laws of any 
governmental authority, domestic or foreign, and all applications and registrations relating to any 
of the foregoing. 

(n) "Linksn shall mean the links from one web site or page to another. 

(o) "Site Launchu shall mean the date on which the Customer CD Site is first 
made available on the Internet to any customers, partners or members of Customer or any of its 

2 
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affiliated entities or health organizations. The target Site Launch as of the Effective Date is 
November 1, 1999. 

(p) "Technological Support,. shall mean ongoing technological support for 
the underlying the Customer CD Site technology, including, where applicable, site hosting fees 
and system admirustration. 

( q) "Third Party Content" shall mean, collectively all third party materials, 
data, content and similar information licensed or purchased by Cill and provided to Customer 
under this Agreement. 

(r) "User Data" shall mean all Customer CD Site usage information, 
registration information, user information and profiles, and commerce data and other data 
generated by the Customer CD Site and the Customer CD E-Mail and the users thereof and traffic 
thereupon. 

2. Site Creation~ Grant of Licenses; Pavments. 

(a) Production Services and Site Creation. CHlshaJl create, maintain and 
host the Customer CD Site during the term of this Agreement (including all CD Content 
production for the Customer CD Site) and create and send the Customer CD E-maiL as described 
on and in accordance with the CHI responsibilities and Deliverables set forth in Exhibit A The 
specific content of the Customer CD Site and Customer CD E-mail shall be at the sole discretion 
of CHI in consultation with Customer, subject to the CfIT responsibilities and Deliverables set 
forth in Exhibit A CID shall not include any of the following in the Customer CD Site: text, 
graphics, sound, or animations that might reasonably be viewed as offensive, obscene, or related 
in any way to illicit sex or any illegal activities; links to other sites that might reasonably be 
,iewed as offensive, obscene, or related in any way to illicit sex or any illegal activities; or 
destructive elements or destructive programming of any type. CHI agrees to delete from the 
Customer CD Site, upon Customer's reasonable request, any information which Customer 
believes, in its sole reasonable discretio~ is detrimental or harmful to Customer's corporate . 
nonprofit status or image or is in conflict with Customer's mission and purposes. 

The Customer CD Site shall include an on-line store and discount center (the«CD 
Store,,) featuring appropriate products selected by cm in consultation with Customer and 
discounts on such products for the members of Cust_omer where appropriate and offered by 
\·endors. cm shall retain all revenues associated with and all rights and obligations in the CD 
Store, if any, after discounts. CI-Il and Customer shall equally share all net revenues and receipts 
50%/50% for advertising and additional lines of businesses beyond the CD Store, transacted 
through the Customer CD Site, all of which advertising and additional lines of business shall be 
entered into only.upon mutual consent of the parties. 

(b) Grant of Licenses by CHI and BabyCenter. Subject to the terms arid 
conditions of this Agreement and the payment of'the fees described in Exhibit C, including the 

• t~mely payment of the Annual Fee, CID a.nd BabyCenter hereby gfilllt to Customer, under CHI's 
and BabyCenter' s Intellectual Property Rights: 
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(i) , A non-exclusive, worldwide license (with no right to sublicense) for 
the term of the Agreement to use, reproduce, cache, distribute, display and transmit the CD 
Content in electronic form on the Customer CD Site and in Customer CD E-mail via the World 
Wide Web _and via Internet-based e-mail only; and 

{ii) A non-exclusive, worldwide license (with no right to sublicense) for 
the term of the Agreement to use, reproduce and display the CHI Brand Features: (i) in 
connection with the ·presentation of the CID Content and Additional Content on the Content 
Pages in the Customer CD Site; and (ii) in connection with the marketing and promotion of the 
Customer CD Site; provided. however, all such use, reproduction and/or display of CHI Brand 
Features are approved by CHI prior to any such use, reproduction and/or display. 

(c) Payments. For the term of this Agreement, and in consideration of the 
services provided in Section 2(a) above and the licenses and rights granted in Section 2(b) above, 
Customer shall pay to CHI the amounts described on Exhibit C attached hereto according to the 
schedule therein. In addition, Customer agrees to pay, at CHI' s standard rates set forth on 
Exhibit D, all fees incurred by CHI in connection with the creation and production of any 
Additional Content and with any Additional Technology requested by Customer and for 
Technological Support and Editorial Support beyond that set forth in Exhibit A. CHI shall send 
Customer periodic invoices setting forth the amounts due pursuant to the previous sentence. 
Payments due pursuant to a_ny such invoice shall be paid by Customer within thirty (30) days 
following the date of such invoice. 

(d) Grant of Licenses to CID and BabyCenter. Subject to the terms and 
conditions of this Agreement, Customer hereby grants to CHI and BabyCenter, under Customer,s 
Intellectual Property Rights, a non-exclusive, world\vide license (with no right to sublicense) for 
the term of the Agreement to reproduce, cache, distribute, transmit, display, mqdify and otherwise 
use the Customer Content provided to cm hereunder solely for the purposes of performing its 
obligations and services under this Agreement and as otherwise authorized under this Agreement. 

3. Responsibilities; Links. 

(a) Customer's Responsibilities. In addition to any responsibilities that may 
be set forth in Exhibit B, Customer will provide on-going assistance to CHI with regard to 
technical, administrative and service-oriented issues relating to the utilization, transmission, 
maintenance and update of the Content and the Customer CD Site, as CHI may reasonably 
requ_est. 

(b) CHI's Responsibilities. In addition to any responsibilities set forth in 
Exhibit & cm will be responsible for providing equipment and software necessary to run the 
Customer CO Site, so long as the Annual Fee is paid currently. 

(c) Notices. After the parties agree to the appearance a~d placement of any 
acknowledgment of copyright or other Intellectual Property Rights of the other party that may 
appear in the Content and the CHI Brand Features, including all copyright, trademark and similar 
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notices that CHI or Customer may reasonably request. neither party will alter, remove or impair 
any such acknowledgment without the prior written approv~ o( the other party. 

(d) Links; Branding. Customer and the Customer CD Site will place Links 
on the Customer CD Site on all appropriate Content Pages, as agreed to by both parties. The 
Customer CD Site will, in additio~ provide prominently on pages containing CHI Content and on 
the home page and start page for the Customer CD Site that the page contains «Information 
Created by Consumer Health Interactive, a division ofBabyCenter, Inc." or a similar tagline 
acceptable to all the parties. Customer-will (x) provide prominently on the Customer CD Site, on 
all appropriate pages, Links to the CD Store, and (y) promote the CD Store and discounts therein 
in its marketing efforts, where both parties deem appropriate, as a feature of Customer's health 
plans and of the Customer CD Site. The parties agree to consult with each other in good faith on 
appropriate Links and branding as new Content Pages are added. 

4. Content and Technology Updates. During the term ofthis Agreement, cm 
shall at its sole discretion in consultation with Customer deliver standard Enhancements to the CD 
Content and CD Technology as it deems appropriate, but in any event the CD Content shall be no 
less comprehensive than it is at the Site Launch unless otherwise agreed to by Customer. 

5. Representations and Warranties. 

(a) By Each Partv. Each party to this Agreement represents and warrants to _ 
• the other party that: (i) such party has the full corporate right, power and authority to enter into 
this Agreement and to perform the acts required of it hereunder; (ii) the execution of this 
Agreement by such party, and the performance by such party of its obligations and duties 
hereunder, do not and will not violate any agreement to wluch such party is a party or by which it 

. is otherwise bound; (Iii) when executed and delivered by such party, this Agreement will 
constitute the legat valid and binding obligation of such party, enforceable against such party in 
accordance vlith its terms; and (iv) such party acknowledges that the other party makes no 
representations, _warranties or agreements related to the subject matter hereof that are not 
expressly provided for in this Agreement. 

(b) By cm. cm makes the following representations and warranties for the 
benefit of Customer: (i) to the best ofCHI's knowledge, Customer's use, reproduction and • 
dissemination of the CHI Content in the Customer CD Site only in the form provided by CIIl and : 
as contemplated under this Agreement will not materially infringe any Intellectual Property Right • 
of any third party; (ii) the CHI Content as provided by CID on the Customer CD Site will not 
contain any material or infonnation that is obscene, defamatory, libelous or slanderous; (iii) all 
Deliverables shall be prepared with prof~ssional diligence and skill; (iv) CID will perform all work 
called for by this Agreement in material compliance with applicable U.S. laws; and (v) all _

0 

Deliverables will materially conform to the specifications and functions set forth in this Agreement 
and shall be free from significant programming errors (any programming error which causes any 
Deliverable to become inoperable or otherwise causes a significant interruption in Users' access to 
o·r use of the Customer CD Site). cm will use commercially reasonable efforts -to repair any _ 
Deliverable that does not meet this warranty, and if the defect renders the Customer CD Site 
inaccessible or unusable, CHI will immediately address the problem as soon as it receives notice 
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thereof, and use reasonable commercial efforts to repair the defect within 8 hours or less 
thereafter_ This warranty shall extend for the life of this Agreement_ . 

6. Limitation of Liabilitv; Disclaimer. 

(a) Limitation of Liability. EXCEPT AS EXPRESSLY PROVIDED IN 
SECTION 6(b) BELOW, INNO EVENT SHALL EITIIER PARTY HA VE ANY LIABILITY 
TO THE OTHER PARTY OR ANY OTHER PERSON OR ENTITY FOR ANY LOST 
OPPORTUNITY OR PROFITS, COSTS OF PROCUREMENT OF SUBSTITUTE 
TECHNOLOGY, GOODS OR SERVICES,, OR. FOR ANY INDIRECT, INCIDENTAL, 
CONSEQUENTIAL OR SPECIAL DAMAGES ARISING OUT OF THIS AGREEMENT, 
UNDER ANY CAUSE OF ACTION OR LEGAL OR EQUITABLE TIIE0RY OF LIABILITY 
(INCLUDING, WITHOUT LIMITATION, NEGLIGENCE, CONTRACT AND STRICT 

• LIABILITY), EVEN IF EITHER PARTY HAS BEEN ADVISED OF THE POSSIBILITY OR 
PROBABILITY OF SUCH DAMAGES AND EVEN IF THE REMEDIES PROVIDED FOR IN 
THIS· AGREElvfENT F A1L OF THEIR ESSENTIAL PURPOSE. IN ANY EVENT, NEITHER 
PARTY SHALL BE LIABLE TO THE OTIIERPARTYUNDERTIIlS AGREEMENT, 
INCLUDING THE INDEtv.[NIFICATION PROVISIONS AND THE REPRESENTATIONS 
AND WARRANTIES, FOR AMOUNTS IN EXCESS OF TIIOSE PAY ABLE UNDER THIS 
AGREEMENT. 

(b) EXCLUSIONS. TIIE FOREGOING LIMIT ATJONS OF LIABILITY 
DO NOT APPLY TO ANY BREACH OF SECTIONS 9 OR IO OF THIS AGREEl\ffiNT. 

(c) NO ADDffiONAL WARRANTIES. EXCEPT AS SET FORTH IN 
SECTION 5 OF THIS AGREEMENT, ALL TECHNOLOGY, GOODS, SERVICES, 
DELIVERABLES AND OTHER MATERIALS PROVIDED UNDER TIIlS AGREEMENT 
ARE PROVIDED «AS IS,, WITHOUT ANY REPRESENTATIONS OR WARRANTIES, 
EXPRESS OR IMPLIED, OF ANY KIND, INCLUDING, WITHOUT LIMITATION, ANY 
IMPLIED WARRANTY OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR 
PURPOSE AND IMPLIED W A.RRANTIES ARISING FROM COURSE OF DEALING OR 
COURSE OF PERFORMANCE. 

7. Indemnification. 

_(a) Bv CHI. CHI will indemnify, defend and hold harmless Customer, its 
affiliates and subsidiaries, and its and their respective directors, officers, employees and agents 
( collectively, "Customer Persons") from any and all costs, expenses (including reasonable 
attorney's fees), losses, damages or liabilities incurred insofar as such costs, expenses, losses, 
damages or liabilities are based on a claim that the CHI Content, Additional Content, CHI 
Technology or Additional Technology infringe any Intellectual Property Rights of a third party. 
Customer shall promptly notify CHI in writing of any claim for which it seeks indemnificatio~ 
provided the failure or delay in doing so shall not relieve CHI from any obligation to indemnify 
any Customer Person except to the extent such delay or failure materially prejudices the defense 
of any such claim. CHI will have control of the defense of any action and all negotiations for 
settlement and compromise, but shall not make any settlement binding on any Customer Person 
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without Customer's consent except if such settlement provides a complete and absolute release of 
such person. Customer shall provide CHI with reasonable assistance and information necessary to 
perform the above, with CHI to be responsible for any out-of-pocket expenses of any Customer 
Person in providing such assistance. If any Customer Person desires to have separate legal 
representation in any such actio~ such Customer Person shall be responsiblefor the costs and· 
fees of its separate counsel. • 

In the event any Deliverable becomes the subject of an infringement claim, CID 
shall at its sole expense either (i) procure for Customer the right to continue to use the 
Deliverable as contemplated hereunder; (ii) modify the Deliverable to eliminate any infringement 
claim which might result from its use hereunder, provided that the Deliverable' s performance 
must remain the same as provided herein, or (iii) replace the Deliverable with an equally suitable, 
compatible, and functionally equivalent noninfringing Deliverable at no additional charge to 
Customer. If none of these options is reasonably available to CID after exercising its reasonable 
best efforts to implement one of the options set forth above, then upon Customer, s request CHI 
shall refund to Customer a pro-rated amount of the portion of the licensee fees paid by Customer 
equal to the value to the Deliverable. 

• (b) By Customer. Customer will indemnify, defend and hold_ hannless CHI, 
BabyCenter, eToys Inc., their respective affiliates and subsidiaries, and CID's, BabyC_enter's, 
eToys, Inc. 'sand their respective affiliates and subsidiaries' respective directors, officers, 

• employees and agents ( collectively, "CHI Persons") from any and all costs, expenses (mcluding 
reasonable attorney's fees), losses, damages or liabilities incurred insofar as such costs, expenses, 

• losses, damages or liabilities are based o_n a claim that the Customer Content or the Customer 
Brand Features infringe any Intellectual Property Rights of a third party. CHI or BabyCenter 

• shall promptly notify Customer in writing of any claim for which it seeks indemnification, 
provided the failure or delay in doing so shall not relieve Customer from any obligation to 
indemnify any CID Person except to the extent such delay or failure_ materially prejudices the 
defense of any such claim. Customer w!ll have control oft-lie defense of any action an~ all 
·negotiations for settlement and compromise, but shall not make any settlement binding on any 
CHI Person without cm• s consent except if such settlement provides a complete and absolute 
release of such person.- CID and BabyCenter shall provide Customer with reasonable assistance 
and information necessary to perform the above, with Customer to be responsible for any out-of­
pocket expenses of any CHI Person in pr:oviding such assistance. If any CHI Person desires to 

. have ·separate legal representation in any such action, such CHI Person shall be responsible for the 
costs and fees of its separate counsel. 

(c) Mutual. Each party further agrees to indemnify each other and 
hold the other-harmless from loss, damage, or costs including reasonable attorney's fees, arising 
from the actual or alleged wrongful acts or omissions of the other. The party requesting 
indemnification (the "'Indemnified Party7') shall promptly notify the other (the "Indemnifying 
Party'') in writing of any claim for which it seeks indemnification, provided the failure or delay in 
doing so shall not relieve the Indemnifying Party from any obligation to indemnify the Indemnified 
Party except to the extent such delay or failure materially prejudices the defense of any such 
claim. · The Indemnifying Party will have control of the defense of any action and all i:iegotiations 
for settlement and compromise, but shall not make any settlement binding on any the Indemnified 
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Party without the Indemnified Party's consent except if such settlement provides a complete and 
absolute release of such person_ The Indemnified Party shall provide the Indemnifying Party with 
reasonable assistance and information necessary to perfonn the above, with the Indemnifying 
Party to be responsible for any out-of-pocket expenses of the Indemnified Party in providing such 
assistance_ If the Indemnified Party desires to have separate legal representation in any such 
action, the Indemnified Party shall be responsible for the costs and fees of its separate counsel_ 

8_ Term and Termination. 

(a) Term. This Agreement shall be effective as of the Effective Date and shall 
remain in effect for a period of twenty six (26) months (from November l, 1999 through 
December 31, 2001) ("Initial Ternl'), unless tenninated earlier pursuant to this Section 8_ At the 
end of the Initial Tenn, ·this Agreement shall automatically renew for successive one (I) year 
terms without notice, unless prior to the renewal date for any such term the Agreement is 
terminated by at least one hundred twenty (120) days advance written notice of either party. 

(b) Termination for Convenience or Upon Change of Control. This 
Agreement may be canceled by either party for any reason or no reason, whether or not extended 
beyond the I~tial Tenn, by giving the other party written notice one hundred twenty (120) days in 
advance_ In addition, Customer shall have the right to tenninate this Agreement upon a Change 
of Control of cm_ In the event this Agreement is tenninated upon a Change of Control of CHI, 
CIIl wiU provide,- and cause its successor (if any) to provide, Customer with commercially 
reasonable transition services (including, if necessary, hosting, technical and editorial support, 
continuation of third party licenses, etc-) for up to one hundred twenty (120) days after the date 
of tennination at CHI' s ( or, if applicable, its successor's) standard commercial rates_ In the event 
(x) of a Change of Control of CHI principaHy with a Direct Competitor of Customer during the 
first fourteen (14) months of the Initial Term and (y) Customer terminates this Agreement 
pursuant to the second sentence of this Section 8(b ), cm shall provide Customer with a limited, 
non-exclusive, non-transferab~e license (without the right to sublicertse), until the end of such 
fourteen (14) month period, to the CID Technology necessary to maintain Customer CD Site, 
including HTML source code, all resource files (images, files, common gateway interfaces, other 

• scripts, etc_) and all database information relating to the Customer CD Site. Such license shall not 
include any tools,. code or other materials that CHI has licensed or is licensing from a third party, 
including, without limitatio~ Dynamo_ "Direct Competitor" shall mean Aetna/US Healthcare, 

. United Healthcare, or Cigna. 

( c) Termination for Cause: Except as set forth in the last sentence of this 
Section 8( c), if either party materially defaults in the performance of any provision of this 
Agreement, and such default is not cured within thirty (30) days after the other party gives notice • 

. of such default, then such (?ther party shall be entitled to terminate this Agreement immediately 
upon giving written notice oftennination to the defaulting party. Notwithstanding the foregoing, 
if either party breaches any provision of Sections 9 or IO hereof, then the non-breaching party 
shall be entitled to terminate this Agreement effective immediately upon delivery of written notice 
to the breaching party_ 
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(d) Effect of Termination. Any termination pursuant to this Section 8 shall 
be without any liability or obligation of the terminating party, other than as described in this 
Section 8 and with respect to any breach of this Agreement prior to tennination. The provisions 
of Sections 6, 8(e), 9, 10, 12 and 13, and this Section 8(d) shall survive 3.IlY termination or 
expiration of this Agreement. Upon tennination, Customer agrees to cease malcing the CHI 
Content, the Additional Content or the Third Party Content available in the Customer CD Site or 
otherwise, and upon request of CHI, to promptly destroy or return to CHI all copies ( electronic 
or written) of the CHI Content, Additional Content and Third Party Content and any other 
confidential or proprietary information of CID in Customer's possession or controL Upon 
tennination, CHI shall likewise promptly destroy or return to Customer all copies ( electronic or 
written) of the Customer Content and any other confidential or proprietary information of 
Customer in CHI' s possession or control. 

(e) Limitation of Liability. In the event of termination by either party in 
accordance with any of the provisions of this Agreement, neither party shall be liable to the other, 
because of such termination, for compensatio~ reimbursement or damages on account of the loss 
of prospective profits or anticipated sales or on account of expenditures, inventory, investments, 
leases or commitments in connection with the business or goodwill of Customer or CID. 
T ennination shaII not, however, relieve either party of any obligations incurred prior to the 
termination . 

• 9. Confidentiality. Customer and CID hereby acknowledge that each of them may 
have access to the other party> s confidential and proprietary information, including, without 
limitation, business, product, research, development, technical and financial information and 
technology, ideas, concepts, inventions, know-how and other intellectual property (collectively, 
the "Confidential Information'!). Each party agrees (a) to preserve and protect the confidentiality 
of the Confidential Information, (b) to use the Confidential Infonnation only as necessary to 
perform its obligations under this Agreement, and ( c) not to disclose any Confidential Information 
without the prior ·written consent o_f the other party; provided, however, that any party hereto may 
use or disclose to any other party any information which is: (i) already publicly known, (it) 
discovered or created independently of any involvement with such party, or (iii) otherwise learned 

• through legitimate in~ns other than from such party and without violating any confidentiality 
- obligations. Moreover, any party hereto may disclose any Confidential Information hereunder to 
(x) such party'sagents, attorneys and other representatives, and (y) any court of competent 
jurisdiction or any other party empowered hereunder as reasonably required to resolve any dispute 
between the parties hereto, provided, however, that the disclosing party uses reasonable efforts to 
secure confidential treatment of the other party's Confidential Information prior to its disclosure. 

10. Ownership; Covenants. 

( a) By CHI. Customer acknowledges and agrees that, as between Customer 
_ and CHI/BabyCenter: (i) CID and/or BabyCenter own all right, title and interest in the CID 
_Content, the Additional Content, the Third Party Content, the CHI Technology, the Additional 
Technology and the cm Brand Features, and (ii) nothing in this Agreement shall confer in 
Customer any right of ownership in the CHI Content, the Additional Content, the CID _ 

_ Technology, the Additional Technology, the Third Party Content or the CHI Brand Features, 
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other than the limited licenses set forth in Section 2(b) above_ No licenses are granted by either 
party except for those expressly set forth in this Agreement Cill and BabyCenter and their 
successors and assigns shall have the right to obtain and hold in their own name all copyright 
registrations and other evidence of rights that may be available for cm Content, Additional 
Content, the CHI Technology, the Additional Technology and the cm Brand Features, and any 
portion( s) thereof. 

(b) By Customer. CHI acknowledges and agrees that, as between CHI and 
Customer: (i) Customer owns all right, title and interest in the Customer Content, and the 
Customer CD Site domain name, URL, and other distinctive Customer Brand Features not 
otherwise a part of the CHI Content, the Additional Content, the Third Party Content, the CID 
Technology, the Additional Technology and the CI-Il Brand Features, and (ii) nothing in this 
Agreement shall confer in CHI any right of ownership in the Customer Content or such Customer 
Brand Features_ No licenses are granted by either party except for those expressly set forth in this 
Agreement_ Customer and its successors and assigns shall have the right to obtain and hold in its 
own name all copyright registrations and other evidence of rights that may be available for 
Customer Content and such Customer Brand Features and any portion(s) thereof. 

(c) Joint. Customer and cm acknowledge and agree that both shall co-own 
all right, title and interest in the User Data. Each of Customer and CHI covenant and agree (x) fo 
use such User Data only in compliance with the privacy policies set forth on the Customer CD 

. Site on the date such UserData is generated and (y) to share User Data, including insights and 
trends learned from the User Data, with ConsumerDirect customers (and no additional third 
parties) in aggregate form only without disclosing the identities of specific users of the Customer 
CD Site~ and (z) not to otherwise sell or share any User Data in any form whatsoever to any third 
party without the advance written approval of the other party. 

• 11. Limited Exclusivity. During the first twelve (12) monthsfrom the Effective 
Date, subject to applicable laws, CHI agrees not to provide ConsumerDirect to any Restricted 
Party. "Restricted Party" means a Minnesota-based and focused health plan or a Minnesota-based 
and focused employer/purchaser group with one hundred (I 00) or more employ~es on the date an 
agreement with such health plan or group is entered into. Notwithstanding the foregoing, 
"Restricted Party" shall not include any nationally-based (i.e., not primarily Minnesota-based) 
health insurers, health plans or employer/purchaser groups. Further, notwithstanding anything in 
this Agr~ment, CHI or BabyCenter may offer, sell and/or license its other products including its 
BabyDirect product and any derivatives thereof to any party . 

. 12. Public Announcements. The parties will cooperate to create any and all 
appropriate public, promotional announcements or press releases relating to the relationship set 
forth in this Agreement. Neither party shall make any public announcement regarding the 
existence or content of this Agreement without the other party> s prior written approval and 
consent, other than announcements solely of the fact that ·cm and Customer have partnered to 
provide the Custoiner CD Site. 

13. Miscellaneous Provisions. 
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(a) Arhitration. Any dispute or claim arising out of or in connection with this 
Agreement, except for the provisions of Section 9 or Section 10, will be finally settled by binding 
arbitration in accordance with the then-current Commercial Arbitration Rules of the American 
Arbitration Association by one arbitrator appointed in accordance with said rules. Judgment on 
the award rendered by the arbitrator may be entered in any court having jurisdiction thereof. 
Notwithstanding the foregoing, the parties may apply to any court of competent jurisdiction for 
preliminary or interim equitable relief: or to compel arbitration in accordance with this paragraph, 
without breach· of this arbitration provision. 

(b) Assignment. This Agreement will bind, inure to the benefit of: and be 
enforceable by each party,s pennitted successors and assigns. Neither party may assign this 
Agreement, in whole or in part, without the other party's written consent; provided, however, 
that either party may assign this Agreement without such consent (x) to any third party acquiring 
an interest in the other party or its assets ( or, in the case ofBabyCenter, cm or CHI's assets) 
pursuant to a Change of Control and any transferee or assignee thereof or thereafter, or (y) to a 
parent company or wholly-owned subsidiary of the other .party. Any attempt to assign this 
Agreement other than in accordance with this provision shail be null and void. 

(c) Governing Law: Jurisdiction. This Agreement and all acts and 
• transactions pursuant hereto and the rights and obligations of the parties hereto shall be governed, 
construed and interpreted in accordance with the laws of the State of California, without giving 
effect to principles of conflicts oflaw. Each of the parties to this Agreement consents to the 
exclusive jurisdiction and venue .of the courts of the state and federal courts of San Francisco 
County, California. 

(d) Attorney's Fees. If any action at law or in equity (including arbitration) is 
necessary to enforce ot interpret the terms of this Agreement, the prevailing party shall be entitled 
tb reasonable attorney, s fees:, costs and necessary disbursements in addition to any other relief to 
which such party may be entitled. 

(e) Counterparts. This Agreement may be executed in two or more 
counterparts, each of which shall be deemed an original and all of which together shall constitute 
one instrument. 

_ (f) Titles and Subtitles. The_ ·titles and subtitles used in this Agreement are 
used for convenie_nce only and are not to be considered ii) construing or interpreting this 
Agreement. 

(g) - Notices. Any notice-required or permitted by this Agreement shall be in 
• writing and shall be deemed sufficient (i) upon receipt, when delivered personally, by confirmed 
facsimile, or by a courier or overnight delivery service with tracking capabilities, costs prepaid, or 
·(ii) after five (5) days after being deposited in the U.S. Mail as certified or registered mail (ainnail 
if sent internationally) with postage prepaid; if such notice is addressed to the party to be notified 
at such party> s address or facsimile number as set forth on the signature page b~low, or such other 
address ·as may be given from time to time under the tenns of this notice provision. 

11 

BCBSM 86573 



(h) Severability. If one or more provisions ofthis Agreement are held to be 
unenforceable under applicable law, the parties agree to renegotiate such provision in good faith> 
in order to maintain the economic position enjoyed by each party as close as possible to that under -
the provision rendered unenforceable_ In the event ihat the parties cannot reach a mutually 
agreeable and enforceable replacement for such provision, then (i) such provision shall be 
excluded from this Agreemen~ (ii) the balance of the Agreement shall be-interpreted as if such · 
provision were so excluded, and (iii) the balance of the Agreement shall be enforceable ·in 
accordance with its terms_ • • 

(i) Entire Agreement. This Agreement is the product of both of the parties 
hereto> and constitutes the entire agreement between such parties pertaining to the subject matter 
hereof, and merges all prior negotiations and drafts of the parties with regard to the transactions 
contemplated herein_ Any and all ot~er written or oral agreements existing between the parties 
hereto regarding such transactions are expressly canceled_ 

G) Independent Contractor. Neither party shall, for any purpose, be deemed 
to be an agent of the other party and the relationship between.the parties shail only be that of 
independent contractors_ Neither party shall have any right or authority to assume or create any 
obligations or to make any representations or warranties on behalf of any other party, whether . 
express or implied, or to bind the other party in any respect whatsoever. 

(k) Force Mai~ure. In the event that either party is prevented from 
performing or is unable to perform any of its obligations under this Agreement ( other than a 
payment obligation) due to any Act of God, fire, casualty, flood, earthquake, war> strike, lockout, 
epidemic, destruction of production facilities, riot, insurrection, or any other cause beyond the 
reasonable control of the party invoking this section and if such party shall have used its best 
efforts to mitigate its effects, such party shall give ·prompt written notice to the other party, its 
performance shall be excused, and the time for the performance shall be ·extended for the period 
of delay or inability t~ perform due to such occurrences_ 

(I) Advice of Legal Counsel. Each party acknowledges and represents that, 
in executing this Agreement> it has had the opportunity to seek advice as to its legal rights from 
legal counsel and that the person signing on its behalf has read and understood all ·of the terms and 
provisions of this Agreement. This Agreement shall not.be construed against any party by reason 
of the drafting or preparation thereof. 

(in) Amendm.ent and Waiver. Except as otherwise expressly provided herein, 
• any provision of this Agreement may be amended and the observance of any provision of this 
Agreement may be waived ( either generally or in any particular instance and either retroactively or 
.prospectively) only with the written consent of the parties. However, ii is the intention of the 
parties that this Agreement and all Exhibits attached hereto be controlli~g over additional or 
different terms of any purchase order, confirmation, invoice or similar document, even if accepted 
in writing by both parties, and that waivers and amendments of any provision . of this Agreeme~t 
shall be effective only if made by non-preprinted agreements signed by both parties and clearly 

. understood by both parties to be an amendment or waiver. The failure of either party to enforce 
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its rights under this Agreement at any time for any period shall not be construed as a waiver of 
such rights. 

(n) Remedies. Except as otherwise expressly stated in this Agreement, the 
rights and remedies of a party set forth herein with respect to failure of the other to comply with 
the terms of this Agreement (including, without limitation, rights of tennination of this 
Agreement) are not exclusive, the exercise thereof shall not constitute an election of remedies and 

-the aggrieved party shall in all events be entitled to seek whatever additional remedies may be 
available in law or in equity. 

[ signature page attachedJ 
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The parties have caused this Agreement to be executed by their duly authorized 
representatives as of the date first written above: 

CONSUMER HEAL TH INTERACTIVE, 
A DIVISION OF BABYCENTER, INC. 

By: Ben Wilson 

!itle: • General Manager 

Address: 539 Bryant Street, Suite 200 
San Francisco CA 94107 

Fax: (415) 

E-mail: b~i:J @consumerhi_com 
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BLUE CROSS AND BLUE SHIELD OF 
MINNESOTA 

() C -~o 
By: /;;J ~ · 
Title: - lfP 

Address: ft ~--,i ----------
s<t~ Y·H1k~ ~ _ 

• EA-jd'J, Mtl 5512-i- Jfoz.7 

Fax: fvS-1- Coft,7-- -z.313 

E-mail: :Jerry_ trd~-kL~. bht:C l<i:S.5.-,,-J_c.crO 

Bill to: 

Address: 
A ~-/~ )4 00 y~1v~~ cR _ 
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EXHIBIT A 

CHI REsPONSIBILITIES AND DELIVERABLES 

Technological and Editorial support 
Standard technical outsourcing and support, and site hosting 
Stap.dard basic reporting of registrants, visitors,. page views, visitor source (where 

determinable), and most popular pages per month • • 
Online consumer customer service via e-mail 
Standard Consumer Direct customization and implementation services for Site Launch 
Selection and presentation of CID and Third Party Content 

Web Site Customization 
Choice of color scheme at Customer's direction 
Logo/branding preferences at Customer's direction 
Links to Customer corporate web site 
Name of site 
Choice of available URL 
"About Us" section (text provided by Customer} 

Web Site Features 
Personalized e-mail newsletter 
Personalized home page for users 
Appointments reminders 
Ask the Experts, using CID experts ( deliverable in first half of CY 2000) 
Link to existing alternative and traditional health _care provider directories and Customer's 

other online services and information_ This off er does not include development of any 
special ·network directory for Customer's location_ 

Database of relevant full-text journals and magazine articles 
Thousands of health page topics .: : . 
Updated, daily health news (5 days;·a week) . 
Internet health site reviews 
Search tools 
Online discount shopping - CHI will use reasonable commercial efforts to structure 

appropriate e-commerce relationships to provide discounts to Customers' members 

Web s·ite Content Areas 
\Vo men's Health 
Men's Health • 
Alternative Health 
Baby and Pregnancy 
Fitness and Nutrition 
Children's Health 
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Ills and Conditions 
Health Topics, A~Z 

Support Services 
Assignment of a dedicated CHI staff account manager 
Complete Web site creation 
Complete publishing and editorial support 
Full technical outsourcing and support, and site hosting 
Basic repo-rting package • 
On-line consumer customer service 
Customization and implementation services 
Marketing/promotion consultation 

Site reporting and new feature development will not substantially differ from the document 
presented to Customer at time of product launch ((Launch services for BluePrint for Health, • 
October 27, 1999). 
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EXHIBITB 

CUSTOMER REsPONSIBILITIES AND DELIVERABLES 

Customer agrees that one of its primary responsibility under this Agreement is to promote the 
Consumer Direct site to its constituents> including> without limitation, current and prospective 
members> brokers> . providers and employers. In additio~ Customer will cooperate with CI-Il and 
develop and/or provide the following to CHI in a timely manner in accordance with a schedule 
mutually agreed upon by the parties: 

Goals and mission statements 
Launch team 
Logos, colors> URL 
Health plan-specific copy 
Health plan-specific services 
Legal review . 
Design review 
Marketing the Customer CD Site, including coordinating all marketing activities regarding the 

Customer CD Site with CID to assure maximum effectiveness 
Provide a dedicated Customer CD Site project manager {initially------~ and a 

designated Customer senior management contact (initially ______ __, for the 
term of the Agreement 
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EXHIBIT C 

FEES 

I. Annual Rate: 

-;~$4~of06d-½°{the «Annual Fee,,) (equaling $571,666 through December 31, 2000), with an 
option to mutually renegotiate the annual rate up or down following the initial · 14 months. 

2. Ten percent (10%) of the initial Annual Fee, or $49,000, plus and additional prepayment 
of $17,000 per the LOI shall be paid upon execution of the Agreement. The balance of the fees 
due for the period fro ovember 1, 1999 to December 31, 2000 shall be paid in~ 
installments o $157,222, $174,222 and $174,222, with each such·payment due o~ July 
1, and December 31, 2000. Thereafter, each Annual Fee shall be paid in equal quarterly 
installments within thirty (30) days of the end of each q!Jarter{i.e., within 30 days ofMarch 31, 
June 30, September 30, and December 31 of each year.after December 31, 2000). 

3. • Any additional services or work by CHI for services or features in addition to those set 
forth on Exhibit A ( e.g., for Additional Content or Additional Technology) are not included in the 
Annual Fee and will be performed only in exchange for the payment of additional fees at the rates 
set forth on Exhibit D and mutually agreed upon by the parties. 

4. In the event (x) cm enters into an agreement with Blue Cross Blue Shield Association 
("BCBSA") during the term of this Agreement for the same products and services provided to 
Customer under this Agreement on terms more favorable to BCBSA than the terms of this 
Agreement are to Customer, CID agrees that (y) Customer has the right to amend the terms of 
this Agreement such that this Agreement, as amended, shall provide for the remainder of the.then 
current term after the date of such amendment only. the identical terms to Customer as are 
provided to BCBSA under such agreement between BCBSA and. CHI. 

5. Third Party Evaluation and Implementation. With, Customer's reasonable assistance, CHI 
shall evaluate and integrate Consumer Direct -with other mutual-agreed third party products and 
services, such as Health Wise and Mayo Clinic, and serve as Customer's strategic partner in 
integrating such products and services ( collectively, ulntegration Servicesn)_ The foes for such 
Integration Services shall be at CHr s standard rates for such services; however, included in each 
$490,000 Annual Fee is $50,000 of non-refundable Integration Services, to be provided ratably 
throughout the course of the term for which the Annual Fee applies. • 
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EXIIlBITD 

RATES FOR ADDITIONAL CONTENT, TECHNOLOGY & SERVICES 

Variable fees will be charged on the following schedule:* 

Project Management 
Engineering 
Web production 
Editorial 
Design 

$150/hr 
$200/hr 
$125/hr 
$125/hr 
$175/hr 

* RA1ES TIIROUGH CALENDAR. YEAR 2000. SUBJECT TO CHANGE FOR SUBSEQUENT PERIODS. 
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I • 

Identify all net revenues and receipts for advertising and additional lines of business 

received by the company pursuant to its agreement with Baby Center, Inc. and describe the types 

of products or services generating these net revenues or receipts. (BCBSM 86565). 

RESPONSE: 

Blue Cross is attempting to locate this information., and will produce it if and when it 

becomes available. 

REQUEST NO. 124 

Identify and describe the purpose of your company's payments to Digineer Inc. 

RESPONSE: 

Digineer, Inc. is a Minnesota technology and management consulting company founded 

in 1998. (Digineer was formerly known as Igenix, but changed its name to avoid confusion with 

United Health Group's Ingenix, Inc.) Digineer is one of 13 preferred vendors Blue Cross uses to 

provide information technology (IT) staffaugmentation, to provide IT developers or IT project 

managers as ·needed for Blue Cross IT initiatives. 

REQUEST NO. 125 

The following requests pertain to the "Proposed Reporting Changes" identified on pages 

30 and 31 of the Aware Integrated, Inc. Corporate Plan 2004: 

a. With respect to "Standard 'Blue Card fees' received previously credited to 

Admin, should be credited to Cost Containment": 

MP3 20160190. l 

(1) Was this change approved and implemented? If so, at what date? 

(2) Are all Blue Card fees received credited to Cost Containment? 

(3) Describe the rationale for offsetting cost containment expenditures rather 

than administrative expenses with the Blue Card fees received. 
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