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BCBSD, INC. 
BOARD OF DIRECTORS MEETING 

MARCH 17,2008 

A meeting of the Board of Directors ofBCBSD, Inc. was held pursuant to notice on March 17,2008, 
at 12:00 noon in the corporate offices, 800 Delaware Avenue, Wilmington, Delaware. The following 
members were present: 

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

Thomas E. Archie 
Bernard J. Daney 
Robert F. Rider 

David P. Roselle, Ph.D. 
Frances M. West, Esq. 

William H. Willis, Jf. (via phone) 

Also attending were the following members of staff: Timothy J. Constantine, President & Chief 
Executive Officer; William E. Kirk, III, Vice President, General Counsel & Corporate Secretary; 
and Ellen M. Johnson, Executive Assistant to the President & CEO. External counsel attending: 
Grover C. Brown, Esq. of Gordon, Fournaris & Mammarella (representing the BCBSD Board of 
Directors) and David S. Swayze, Esq., and Michael W. Teichman, Esq., of Park ow ski, Guerke & 
Swayze, P.A. (representing BCBSD, Inc.). Consultants attending: Robert C. Cole, Jf. and 
Louis Pavia, Jf., President of Care Companion. 

I. Blue Venture Fund. 
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March 17, 2008 
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II. Report of Nominating Committee 

III. Review / Discussion of Potential Partners 
• Feedback from Board Strategic Planning Session 

Mr. Constantine discussed a number of follow-up items and activities that resulted from the 
Board Strategic Planning Session of February 27,2008. In advance oftoday's meeting, the 
Board received information relative to the biographical profiles of key executive leadership of 
the potential affiliation partners under consideration and a high-level business valuation of 
BCBSD, Inc., which will be discussed later in the meeting. Management plans to develop a 
white paper outlining and justifying BCBSD's need to affiliate to have available during the 
regulatory review phase following the execution of a definitive agreement. Management has 
also engaged Deloitte to update BCBSD's capabilities assessment (the last assessment was 
performed in 2004). 

• Preliminary Valuation of BCBSD, Inc. 
Mr. Constantine reviewed the preliminary business valuation ofBCBSD, Inc. BCBSD staff 
prepared the high-level analysis based upon the valuations of publicly traded insurers. A range 
of $252 million to $315 million was calculated for BCBSD based upon its 2005 - 2007 financial 
results, which was consistent with the results of the independent valuation conducted by Cain 
Brothers in 2003 in connection with the proposed CareFirstIW ellPoint transaction. 

• Next Steps 
Mr. Constantine reported that members of the Affiliation Work Group (Messrs. Constantine, 
Kirk, Cole and Pavia) met in advance oftoday's meeting to develop recommendations for 
proposed strategies and next steps relative to the affiliation process to present to the Board. The 
Work Group agreed that, of the potential partners under consideration,  is clearly 
able to satisfy BCBSD's established market and organizational requirements. Since  
does not appear to have any major uncertainties, such as senior leadership transitions or other 
pending strategic transactions, the Work Group recommended that the Board of Directors begin 
evaluation, due diligence and negotiations with . The Work Group suggested that the 
Board meet with  senior executive leadership in the next two months. The Work 
Group also recommended that the BCBSD Board postpone further discussions with any of the 
other potential partners until there is further clarification regarding some of the uncertainties. 
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The Board agreed with the Work Group's recommendations. Once BCBSD and 
mutually agree upon a meeting date, the details will be communicated to the Board. On behalf 
of the Board, Mr. Constantine will notify each of the other four potential partners regarding the 
Board's decision to delay further discussions and will emphasize the Board's desire to preserve 
each relationship. 

Mr. Pavia discussed the results of the research that he has conducted regarding the relationship 
of each potential partner with its respective provider community, and outside counsel discussed 
the conversion statute. 

IV. Adjournment 
There being no further business, the meeting adjourned at 1:55 p.m. 

Respectfully submitted: 

Ellen M. Johnson 
Executive Assistant to the President & CEO 
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Process Strategy 

Suspend discussions with  
HighmarklIBC and  while risks abate 

Advance evaluation, due diligence and negotiations 
with  

Establish key milestones and timeline 

Reassess Partners 

Pursue best option 

Execute definitive agreement early 2009 

CareCompanion 
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Milestones and Timeline 

May 

WellPoint 
Presents to 

BCBSD 
Board 

o Agenda 
o Briefing Materials 
o Presentation 
o Questions and 
Answers 

o Debriefing 
OS/21/08 

June July 

Due Diligence 

o Confirm Checklist 
o Organize Materials 
o Review Information 
o Site Visits 
07/31/08 

CareCompanion 

CONFIDENTIAL 

Aug. 

Terms and 
Conditions 

o Delineate 
Requirements and 
Issues 

o Discuss Expectations 
and Trade-offs 

o  Offer 
(Term Sheet) 

08/31/08 

Sept. 

Reassess 
Partners and 

Options 

o Update 
Uncertainties -

 

 
 

o HighmarklIBC 
Merger 

o
Management and 
Medicaid 

o Assess 
Implications 

09/31/08 

Oct. Nov. Dec. 

Partner Selection and 
Negotiation 

o Compare and 
contrast options 

o Target Partner for 
Further Discussions 

o Negotiate Terms and 
Conditions 

o Valuation (if 
appropriate) 

o Regulatory and 
Legal Strategy 

o Transition Plan 
o Integration Plan 
o Communications 
Plan 

012/31/08 

Jan. 

Execute 
Agreements 

and File 

o Board Approvals 
o Signing 
01/31/09 
o (May be extended 
based on approval 
strategy) 

BlueCross BlueShield 
of Delaware 3 
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May Presentation Plan 

Board Background Brief 
~  participants bios 
~ Brief history of evolution of  
~ Overview of  business and markets 
~ Description of  mission, vision and organization 
~ Summary of BCBSA licensing requirements 

May 13th Visit by  
~ Brief (45 minute), high-level presentation (Outline follows) 
~ Questions and Answers 
~ Discussion 

Debrief and make decision whether to pursue next steps 
~ Ability to meet market, business, organizational and other 

requirements 
~ Organizational "Fit" 

CareCompanion 
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Board Presentation Outline 

Vision and expectations for healthcare and BCBS system 
y Impact of National and Local "Health care Reform" initiatives on 

insurance industry and  position 
 philosophy regarding its mission, vision and competitive 

advantages 
 approach to governance and management of State 

plans 
Affiliation and integration experience 
BCBSD affiliation 

y Rationale 
y Timeframe and process 
y Implications for customers, members, employees, providers and 

community 
y Branding strategy 

 region strategy, role and implications for BCBSD 

CareCompanion 
BlueCross BlueShield 
of Delaware 5 
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BCBSD, INC. 
BOARD OF DIRECTORS MEETING 

JUNE 17, 2008 

A meeting of the Board of Directors ofBCBSD, Inc. was held pursuant to notice on June 17,2008, 
at 12:00 noon in the corporate offices, 800 Delaware Avenue, Wilmington, Delaware. The following 
members were present: 

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

Thomas E. Archie 
Bernard J. Daney 
Robert F. Rider 

David P. Roselle, Ph.D. 
Frances M. West, Esq. 
William H. Willis, Jf. 

Also attending were the following members of staff: Timothy J. Constantine, President & Chief Executive 
Officer; Christine L. Alrich, Vice President of Corporate Marketing; George H. English, Jf., Vice President 
of Operations & Chief Compliance Officer; William B. Jones, Vice President ofInformation Technology & 
Chief Information Officer; William E. Kirk, III, Vice President, General Counsel & Corporate Secretary; 
Lauren O'Brien, Vice President of Finance & Chief Financial Officer; P. Scott Fad, Assistant Vice President 
of Corporate Planning; Darelle L. Riabov, Assistant Vice President of Corporate Communications; and 
Ellen M. Johnson, Executive Assistant to the President & CEO. Guests attending: Steven S. Birchard, 
Principal, and Luisa Y. Charbonneau, Senior Manager, of Deloitte Consulting, LLP; and Eugenia DiSabatino 
of Gordon, Fournaris & Mammarella (representing Grover C. Brown, Jf., Esq., External Counsel to the 
Board ofBCBSD, Inc.). 

Chairman Bell opened the meeting and welcomed Eugenia DiSabatino, who represented Grover Brown, Esq. 

I. Review and Approval of Minutes 

II. Reports of Standing Committees 
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III. Presentation of Deloitte Capabilities Assessment 
Mr. Constantine introduced Mr. Birchard and Ms. Charbonneau, who joined the meeting at 12:45 p.m. 
to present an overview of the results ofthe capabilities assessment ofBCBSD performed by Deloitte, 
which was mailed to the Board in advance oftoday's meeting. As part ofBCBSD's strategic planning 
process, Grover C. Brown, Esq. (external counsel to the BCBSD Board) suggested, and the Board 
agreed, that the capabilities assessment performed in 2004 be updated, and Deloitte was engaged to 
assist with the initiative. The objectives of the 2008 assessment were to understand how BCBSD 
compares against future market requirements, analyze how BCBSD compares against local and national 
competitors, and determine future capital requirements, priorities and high-level investment costs. 
Deloitte and BCBSD leadership worked together to achieve those objectives, thus producing the report 
presented to the Board today. 

Mr. Birchard presented an overview ofthe following: 
• BCBSD's service area demographics and population growth. 
• BCBSD's market share as compared to each of its major competitors. 
• BCBSD's top ten accounts, which continue to make up approximately 60% of the total book of 

business. A majority of the 2007 top ten accounts is non-risk business, which limits the profitability 
of these accounts. 

• A summary of findings relative to BCBSD's key strengths, areas of opportunity (gaps), and 
recommendations to address the gaps identified. 

Ms. Charbonneau provided an overview of the background and objectives, scope and approach, and 
methodology for the Deloitte engagement. She stated that management and Deloitte are in agreement 
relative to the operational gaps that currently exist and the need for BCBSD to become part of a larger 
entity in order to mitigate the risks. Mr. Charbonneau also reviewed the external and internal findings 
of the assessment relative to BCBSD's functional areas and identified the capability needs that will 
require significant investment over the next several years, especially enhancement of information 
technology. This investment could be in the range of$IOO - 130 million. 
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She then identified the proposed next steps of the process, which are to integrate recommendations from 
the capabilities assessment into the strategic planning process to determine priorities, develop an overall 
information technology strategy that supports the strategic plan, and determine if BCBSD will make 
investments to meet the market requirements or affiliate with another health plan to meet the identified 
needs. 

The Board discussed the findings and recommendations of the assessment and posed a number of 
questions. Deloitte agreed with the opinion of the Board and management that BCBSD will need to 
affiliate with a larger Blue entity in order to remain viable in the marketplace and fulfill its mission of 
providing high-quality and cost effective health services to its customers. 

Deloitte departed the meeting at 1:25 p.m. with the appreciation of the Board and staff. 

IV. CEO's Report 
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v. Adjournment 

Respectfully submitted: 

Ellen M. Johnson 
Executive Assistant to the President & CEO 
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