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Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN
ASSETS

Current Year Prior Year
1 2 3 4
Net Admitted
Nonadmitted Assets Net
Assets Assets (Cols. 1-2) Admitted Assets
1. BONAS (SCEAUIE D).....cvovrrvrernriicrerirreisseesiesissessssessessesssssesesssessssesssssssssssnssenss | seseeenen 2,745,071,344 | ...oocvvevrncrrrnecriene | ceviiee 2,745,071,344 | .......... 2,554,819,960
2. Stocks (Schedule D):
2.0 Preferred StOCKS. ...t sesss s | nsensssseseenns LAC T T ORI IR 1,778,449 | oovvoenne 1,701,479
2.2 COMMON STOCKS. ....cvvvurvessasceerenissecsssessssssessseesss s ssssessssssessssessssssenssnnes | sesesnnees 1,640,982,564 | ............. 157,340,448 | .......... 1,483,642,116 | .......... 1,146,860,939
3. Mortgage loans on real estate (Schedule B):
BT FIISEIENS ..ot nnienns | srbesiessi st nsessens | serinsinn s | e (U1 N
3.2 Other than firStlIENS...........occuiiiiceiee e | srtesiessiesiesssessiesssessens | cerinsisnseessnssnssessnseens | eoereesinesssiesisnenss 0 [
4. Real estate (Schedule A):
4.1 Properties occupied by the company (less §......... 0
ENCUMDIANCES)....oovvevrievrrises ettt ses s esses s ssstessesesse s sessessssessssessnsns | srerssssesens 201,107,249 | ..ovveereveeeeereneeeeeereen | ceereininns 201,107,249 | ............. 181,037,789
4.2 Properties held for the production of income (less §.......... 0
ENCUMDIANCES)....o.vvcvvicvirrie et sesss s ssssssssssssssessessssesssssssessessssesssssssssssssessessesesses | sesesesessnssssessssnssessnsssses | sresssssessesssssssesssssssessesens | eoesesssssessessssessesssnes (01
4.3 Properties held for sale (less §.......... 0 €NCUMDIANCES).....coucvecveeieeieicie st [ crestesissssessessssssesesssssenss | creessssessssssssesssssssssssness | sevessssssssesessessasseses (01N RN
5. Cash ($.....(196,566,001), Sch. E-Part 1), cash equivalents ($.....79,788,065,
Sch. E-Part 2) and short-term investments ($.....21,283,654, Sch. DA).......ccccoevveervereens [ covvvrrenens (95,494,281) [ ...ocvvrrerererecrereien | e (95,494,281)| ............. 444,467,144
6. Contract loans (including §.......... 0 PrEMIUM NOLES)......cvvieereciciresteetseieneeeeiessestesssessesseens [ ertrereesiessessessesssessesssnsss | eevesessesseessesssssssessesas | cvessessessessessessnesassans (01N RN
7. Other invested assets (SChedUle BA)............ocwurerreecenmerisneseeeeeeessssesessssssssssssssess | cevssesesssnns 45,829,954 | ...covvvvcrnncd 6,873,175 | c.ooovvverennee 38,956,779 | ..oovvevrrnees 25,330,582
8. Receivables for SECUMHES..........ciiveiirecrcieeeceie et | cvesesaniees 260,237,898 |....coovveeverereieseeneen | e 260,237,898 |....overererereeeeia
9. Aggregate write-ins fOr INVESIEA @SSELS. ...t eeesssesesensees | _ssessssssssssssessssssssssssend 0 [ s (O 0] o 0
10. Subtotals, cash and invested assets (LINES 110 9).......cvvverreermrermrernreenneerereneereneeeenes [ reeenns 4,799,513177 | ovvves 164,213,623 | .......... 4,635,299,554 | .......... 4,354,217,893
11. Title plants less §.......... 0 charged off (for Title INSUTErS ONIY).......c.ovrverrereereeneenreeieennes [ cererrinrrenenenseeenennns [ e | e (01 T
12.  Investment income due and aCCTUE............cvueviverieeeveee ettt sessssns | crevsessenienas 35,056,680 | ..cooevververererereeeieieiens | e 35,056,680 | ....ccoeee.... 26,008,942
13.  Premiums and considerations:
13.1 Uncollected premiums and agents' balances in course of collection.............ccceee | covvererevennn. 23,294,768 | ......ccoeeev.n. 2,118,971 | . 21175797 | oo 10,162,567
13.2 Deferred premiums, agents' balances and installments booked but deferred
and not yet due (including §.......... 0 earned but unbilled premiums)
13.3  Accrued retroSpective PremilmS..........oc. e eeereeeereenneensensessessesssessessssessessesssnssessns
14. Reinsurance:
14.1 Amounts recoverable from FBINSUIETS............vvrreiireineineirrinneiseissnnsessensinnees | oneeeeineessessssnesssesseses | s | sernesssseseser (U]
14.2 Funds held by or deposited with reinsured COMPANIES..........cocvvernininrnririnenes | cenresrrnssnsnsensinssssssssnns | sesesessessesessssssssssssssns | eoeseesssesssnsesensessens (01 T
14.3 Other amounts receivable under reinSUranCe CONMTACES.............cvvererrrerreereenns | reveeeeireseeesnnesiseesenns | soeeesessssseesssesssessssesssens | sevssessesesessneesenenss (U
15.  Amounts receivable relating to UninsSured plans...........c.coeveveeeenieieeveveeseeseseeeseesenes | cveresieinns 178,038,000 |....coveveererererereeereeee | e 178,038,000 | ............... 81,751,000
16.1 Current federal and foreign income tax recoverable and interest thereon.............ccceeeees | covvvrvreiennns 8,916,223 | ..oovververerererierienerens | evierienienins 8,916,223 | ...oevevnnn 6,387,874
16.2 Net deferred taX @SSEL...... .o sss s | snesessesens 111,029,346 | ...ccoooovc 68,394,892 | ......ccoceeens 42,634,454 | ............... 56,483,884
17.  Guaranty funds receivable Or 0N AEPOSIL...........c.ccvuevcveierieeieresesss s ssssesssssns [ crrsssssssssssesssssiessssssssenss | creesiessssssssssesnssssssesess | sesessesisssesesessseseses (01N RN
18. Electronic data processing equipment and SOftWare.............cccocucvevveucvcenerneseseieeenens | ceveeierins 112,120,986 | .......co...... 81,416,959 | ..ccvvvnee. 30,704,027 | .covcverren 24,933,985
19.  Furniture and equipment, including health care delivery assets ($.......... (1) JSSOSRTRRRSUO ISR 13,934,235 | ....ccovonee. 13,934,235 | oo (11 OO
20. Net adjustment in assets and liabilities due to foreign exchange rates...........cocvvcvieees | v [ e | cvereiesnssesessses e (11 U
21. Receivables from parent, subsidiaries and affiliates.............ccccoeovevievcrisicseieieceeie | e, 33,218,524 | ..o | e, 33,218,524 | ............... 27,743,245
22. Health care ($.....80,778,492) and other amounts receivable..............ccoceeveceeerreerrecreenes | covveerne 104,873,110 [ ..coooeren 2,540,486 | ............. 102,332,624 | ............... 87,591,306
23. Aggregate write-ins for other than invested assets...........ccccoeevcvicieicsecieieeceeeeees e 276,988,414 | ............. 127,732,447 | ............. 149,255,967 | ............. 170,808,282
24. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (LINES 100 23)......c.uveureerecereeieeeseeesneesseeseessssesssesssssssessesssssesssessssessns | seeeseees 5,707,044,140 | ............469,156,876 |.........5,237,887,264 | .......... 4,846,088,978
25. From Separate Accounts, Segregated Accounts and Protected Cell Accounts..
26. TOTALS (LINES 24 AN 25).......cocourerreerieeeeeeieneeseeessesssesesssessssesssesssssssssssssssssasessnsssns | seseseeees 5,707,044,140 | ............469,156,876 |.........5,237,887,264 | .......... 4,846,088,978
DETAILS OF WRITE-INS
090, oeretteeemssee sttt | sessts et esst s | seeness et nennts | eeriensest e (U R
0902, ... veeeesse st | sesstnnnne st nnsnens | seeresi st ennts | eerbesees e (U R
0903, ... eeteeesse st | sesstnnnns st nnssens | seenesi et nennts | eesi et (U R
0998. Summary of remaining write-ins for Line 9 from overflow page...........ccouvvveurereeerseinens | coverveiissiseesssiesennad (U1 (01N RN (0] 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (LiNe 9 8DOVE)........covvvvvveveeiirircerserecreeeees | i (O I (01 (01 0
2301. Miscellaneous Accounts RECEIVADIE. ... [ e 7,776,181 | oo 2,535,548 | oo 5,240,633 | ...
2302. Prepaid and Other ASSELS...........c.cuuiieeieriveiiieiieiieeisesese st sses s ssessassssssessessas | evssssessessasnes 5,131,501 | oo 5,131,501 | e (11 OO
2303. AQVANCES 10 PrOVIAETS.......oourrveereeereceesseeeessseeessseessssesssssessssssssssssssssssssssssssssssssssssnsns | sessssssssens 158,717,453 | ....coooc 40,884,359 | .....ccooeee 117,833,094 | ....ccoccnen. 108,892,891
2398. Summary of remaining write-ins for Line 23 from overflow page..........cocevevveeevveveeveneens [ e 105,363,279 | ...ccovvuneee 79,181,039 | ..ccovrreee. 26,182,240 | ............... 61,915,391
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 8bOVE).......cccvscerrsrrrssrmeissresssienssnisniens | corsseesees 276,988,414 | ........cco.. 127,732,447 | ............. 149,255,967 | ............. 170,808,282




saenentosarvecenterst 2msoive. BLUE CROSS BLUE SHIELD OF MICHIGAN
LIABILITIES, CAPITAL AND SURPLUS

Current Period Prior Year
1 2 3 4
Covered Uncovered Total Total
1. Claims unpaid (less §.......... 0 reinsurance Ceded).........ovvrrerererreerreeereereesese s | cevireinniinnad 608,972,154 | ..ooeveeeeeeeeeeeeeeeeens | e 608,972,154 |...coeevuee. 547,749,237
2. Accrued medical incentive pool and bonus amounts..............ccceceiceeiesicsiineeees | e 4,100,495 [ .o | e 4,100,495 | .o 999,997
3. Unpaid claims adjustment EXPENSES..........cccvuverreecrereseeieseeeses s ssssssessessssesenns | covvessssnssnsns 58,886,186 |...covvvveerereriereerieerieeiens | e 58,886,186 | ...c.cccovvvnvee. 57,328,520
4. Aggregate health pOliCY FESEIVES.........cocueevieeririsieseteiese et ssssesnnes | cererisienns 825,725,330 | ..oveverereerereneeeeeenins | s 825,725,330 |.coervererne. 792,487,656
5. Aggregate life POlICY FESEIVES.........cociviieiieiieiciseissie st sssssssssssssesssssssssnsss | sevssssssinsssssssssssesssssssssssss | siessssessssssesssssesessesiens | siessessisssesssssssssnsssssessens (0 [
6. Property/casualty unearned Premilm FESEIVE. ... uererreeerrerneenseseesnssessssessssnssessens | seeseessesmsesssnsssssnssnssssssnsss | sressnssnssesssssessmsssessesesinns | seesssssnmssessnssnsssnsssssessns (01 SRR
7. Aggregate health Claim MESEIVES........cccvieiiieiiieesree e sssens | sersssesissessssessssssessessssesss | oesessssessesessssessessssessesnnns | covesessesssssessssessesessssenn (01 SRR
8. Premiums received iN @AVANCE. ...........covwwrrrreireieemmiecsssieesssessssssssssssesssnesssesssns | eessessssnsesssesssessssesssssssons | eessesssmsssssesssnsssesssnssnns | seoesssmmsssesssnsssmeessssens (U R
9. General eXpenses dUE OF ACCIUE.........c.cuueviveiveiecrireiesie et sessesse s ssssesenns | eevessesinsinnes 150,865,694 |.......cooevevrerireiireiereiiens [ e 150,865,694 |................ 135,045,730
10.1 Current federal and foreign income tax payable and interest thereon
(including §.......... 0 on realized capital gains (I0SSES)).......ccoererrrrererrrrerrererreiseeeseisens | ceveeereeienens 16,754,762 | ..ocoeveerereeeeseeeeceeiins | cvveeieeeeieinns 16,754,762 | ....ccvverenne. 12,958,355
10.2 Net deferred taX Hability...........c.cceviieericieieieeeese e sssnses | sressssssessssssesiessssesessenss | eresssssssssesisssssssessssesseses | sreseesesesssssessssssssesed (01 SO
11.  Ceded reinsurance premiums PAYADIE............ocruruererrerrurreereeneereeseeeeesseeseeseesssssssssssnes | coresessssssessessssssnssessessessons | seseesessessssssessnsssssesnsss | essessssssessessassnmssessessnes (01 SRR
12. Amounts withheld or retained for the account of Others.............ccuuveeenerneeenerrneeenees | v 12,858,835 | ....ccvoiieeirnririceinnis [ v 12,858,835 |...ccovvvvrinaee 11,815,230
13.  Remittances and items Not allocated...........c.oveerrirerniirrencreeeceseeeies | e 4,113,439 | oo [ e 4113439 | .o 11,164,451
14.  Borrowed money (including §.......... 0 current) and interest
thereon $.....1,069,529 (including §.......... 0 CUITENE)...vovevecve s enae e | erevsieiieneenan 46,118,146 | ..eoveveveeeeeeceeeeeeens | e 46,118,146 | ..o
15.  Amounts due to parent, subsidiaries and affiliates...............ccoevverevereicereiecerccsieees e 14,921,497 | oo [ e 14,921,497 | ..o 13,053,194
16, Payable for SBCUMHES.......ccovvivereireresieresc ettt ssssnns | entesessessnns 302,054,376 | ..vvvvvrrereerereereeeieerens | e 302,054,376 | ..ccoevrerne 207,617,240
17.  Funds held under reinsurance treaties with ($.......... 0
authorized reinsurers and §......... 0 UnaUthOrZEd FEINSUTETS).........vvuevrevverieicieiiesiens [ errreireiesississsssssesssinnns | coesiesessesesssesesssens | coesssssissssssessessessessenend (01 S
18.  Reinsurance in Unauthorized COMPANIES. ..o seeseesssssnenes | ernetsssssssessessnssssssesssssessons | sesessessesssssssessssssssessnsss | essessssssesssssassnnssessessnes (01 SR
19.  Net adjustments in assets and liabilities due to foreign eXchange rates..........cccceeves [ eoveeirreieieesiiseieisieiiees | e | evreereeiesiesesssseessesaens [0 SRR
20. Liability for amounts held under uninsured plans..........cc.oeevevevererreeerereeseeesseeseens | cervereereninns 178,813,754 | ..o | e 178,813,754 |......coeo.... 162,011,000
21. Aggregate write-ins for other liabilities (including $.......... 0 current)......ceeeeveeerieeriens e, 512,258,412 | oo (1N I 512,258,412 | ..o 432,837,499
22. Total liabilities (LINES 110 21)......mrvvrirrreeeerirereeeeeeresmseeseesieeessessessssessssessnees | seeesecenen 2,736,443,080 | coooovverreeerirrereeinn (U I 2,736,443,080 |............. 2,385,068,109
23.  Aggregate write-ins for special SUrplus fundS..........cocvrureerienieneneneneneeesenseneesees [ ceeeeireinees ) 0.0, SO [N D00 T I (01 PR 0
24, CommON CAPItAl SLOCK.......ccovrverreriieriesiesissiess sttt ssse s ssennas | evssssessans ) 0.0, SO (S XXX coevevervrinns [ v | e ssssssessenes
25.  Preferred Capital STOCK.........covrrrrreirineseieieiiessssess e ssessessssssessessessssssessssss | svsesssssnnes ) 0.9 G N XXX oetevereees | ereevreieeeesesessiesissesens | eveevesis e
26. Gross paid in and contributed SUIPIUS.........cocevivrieeieicieieeecscsesee e | eeveseiennns 9,9, G I XXX ooeveveieieens | eresieessesesessenisienins | e
27, SUMPIUS NOES.....oucvevreerceseiscte ettt ssse st st ssss s ss s sssssssssestens | eesesessesens 9.9, G I XXX ooeveveieeens | ervenreeieeisssesesisesens | eveeesisis e
28. Aggregate write-ins for other than special surplus funds.............ccccevevieverreervesiienens | veeiveiennns 9,9, CRINN ISR XXX ooeterereiiens | e (01 TR 0
29.  Unassigned funds (SUMPIUS)..........cveervereveieeiiercseseesesssessssesssessessesessssssssesessessssssssnens | seesessesens D9, G I D9, 9. CORU ISR 2,501,444184 |............. 2,461,020,869
30. Less treasury stock at cost:
30.1 .....0.000 shares common (value included in Line 24 §.......... 0)ererereeieeierenens | v ) 0.0, SO N XXX coeverevneiees [ s, | oo
30.2 .....0.000 shares preferred (value included in Line 25 §......... (1) JSSS [ )0, R XXX ooiiirreeens | cresisieesesesesesesenees | evesiessie s eseesesseneas
31. Total capital and surplus (Lines 23 to 29 minus Line 30)........ccccevvverervcrerervericsiesenns | ceverrnins 9,9, GOSN ISR )9, GRS IR 2,501,444184 |............ 2,461,020,869
32. Total liabilities, capital and surplus (Lines 22 and 31)..........cccccovveverevreererereveeeenenies | ceverrnne. )0, S [ .09, SO R 5,237,887,264 |............. 4,846,088,978
DETAILS OF WRITE-INS
2101, Postretirement LIabilIIes. ...........c.errrrricrreresreessecssesisessssessssssssenssns | cooeesesesenns 321,626,982 | ....oovrvrerrrrerinerinnenes | e 321,626,982 | ....cocevvenen 289,834,272
2102. Liability for Uncashed ChECKS...........c.ecerreereeenneeseeeeeeneeesseeeseesssessessssssssssesneenss | cesesessssssnseenns 9,754,576 | ..cveoeeerevereeermnneesrennnnns | ceereeeinseseenneens 9,754,576 | ..ooovverrernn. 11,519,097
2103, AdVANCES 10 PTOVIAELS.........cvurmrircirrerieciieriecrisesiee st sseessssessssssssesssenns | cosneesesesenns 148,523,258 | .....oovvcvercrrrrcncrrenninne [ e, 148,523,258 |.....ccocvvvnnee 121,497,562
2198. Summary of remaining write-ins for Line 21 from overflow page.........cccoueevvvvvvveveeees | covvvevreisinennns 32,353,596 | oo (01 32,353,596 | ..ccovrerrrrnnnns 9,986,568
2199. Totals (Lines 2101 thru 2103 plus 2198) (Line 21 aboVe)......covcvviiriicssiiiiisiiie | o, 512,258,412 | oo [V I 512,258,412 |...cocouvvec: 432,837,499
2301, s | eeeseenees )9, ORI XXX revirerrereens [ corererneernsennessisssiessens [ eerneesesssssessssessssesesesesns
2802, ettt | eesetenees D 0,9, SO IR XXX evireerereens [ e | e
2303, st nnnss | eenseennes ). 9,9, ORI I XXX rvvirerrrienns [ o [ rerneesssssessesesssseeesesns
2398. Summary of remaining write-ins for Line 23 from overflow page.........cooovvenvrnrneenee | coveveennenns ) 0.9 G D00 T I (0 PR 0
2399. Totals (Lines 2301 thru 2303 plus 2398) (Ling 23 abOVE).......cccvveveriiiiiisersiinenns | e, DO T I XXX | v (O P 0
2801, s | eeeseenees )9, ORI I XXX rvirevvereens [ corererneernsennessisssinessens [ eerseeseesssseessssssssesesesesns
2802, oot | eesnienees ) 0,9, SO IR XXX rtvireeveienns [ o | e
2803, st | ereeseenees )9, ORI I XXX evirevrereens [ corererseeinsennessisssiesssns [ eerneessssssnessssesss s
2898. Summary of remaining write-ins for Line 28 from overflow page.........coocovveneerereenne | ceverienienns )00, SO [N D00 ST I (01 TR 0
2899. Totals (Lines 2801 thru 2803 plus 2898) (Line 28 aboVe).......ccovvevevsiieirseciiiienns | e, D00 T I 0N S [P OR (O P 0




sttementzs foecemer 3, 2050 BLUE CROSS BLUE SHIELD OF MICHIGAN
STATEMENT OF REVENUE AND EXPENSES

Current Year Prior Year
1 2 3
Uncovered Total Total
1. MEMDET MONEAS.......overeeiieie et ssss s | nnrssenssscnes ), 9% SRR POTRRRRN 30,854,629 |...coocvrnrrririnnn: 30,862,149
2. Net premium income (including $.......... 0 non-health premium iNCOME)..........cvvveevveeeriereeieesieeessneeis | cevveressnsenas XXX oo | e 5,865,134,213 | ...coccvevenee. 5,614,912,576
3. Change in unearned premium reserves and reserve for rate Credits.............ocvveverecrereereeereeesseenies | cevverersneeenas D 0.0 U TR (59,714,675) | ...cvvveererrrnees (91,757,554)
4, Fee-for-service (net of §......... 0 MEAICAl EXPENSES)......oevvecvierieeretesietesre s sstessssessessess | sesvesssinsenes XXX ovrievieirinies [ eoetniesiesisses s essesis s sssessssnes | evessessessssssssssesses st s ssssssenes
B RISKTBVENUE........oiiiriic bbbt | reisssisessiae XXX riiiriniinis | e | e
6. Aggregate write-ins for other health care related reVENUES............ccveviveiiveiceceereeee e | ceveievsieinns XXX oooivevireeeren | e 0 | o 0
7. Aggregate write-ins for other Non-health FeVENUES............cevieiciiiesieieiecseeeeesessssssnsennnes | eeenersnenns s XK urrsnrersnsssranies | ersssessessessssessesessssessessnsans 0
8. Total revenUES (LINES 210 7).....cvvueeeieieisiieesieieisetes ettt ssessenns | ansesns 5,805,419,538
Hospital and Medical:
9. Hospital/MediCal DENEILS..........c.cviiviieeicreicecs ettt sbes s snas | sesessssesssssesssbessessesessessssessnaes | snsesssessessesas 4,181,080,256 | .....ccocvvevneee 3,805,194,462
10, Other ProfESSIONAl SEIVICES. .......c.vuivevicveiieieieiiieisei ettt et ss et sssssenas | essessssessessssessessessessssesssssnsanes | bevsesessessessnsanaens 82,377,429 | ...oovveerernn. 79,846,036
11, OUESIAR TEIEITAIS.......cooeee et es | Heebee st bbbttt | febetbseebb b s b e bbbt sseees | sebsetiesss st s s
12, EMErgency roOm @Nd OUB-Of-GIA...........ovueurrirrerrereisriiereseseiseesesisessessessesesessessessesssessessesssssssssessessnssns | sessssessmssssssssssssssssssssssssnssssns | ressessssssssssnsssmssssssnssnmssassans | sessssssssnssssssssessassssssssssssnes
13, PrESCHIPHON ArUGS. .....cvvicectcieeicieisie ettt s st s e s s s b s st ssssnaes | ebesessssessssssesessntessssnsssessstesens | bevessssssnsinsesesas 918,626,751 | .ovoveereeren 871,019,234
14. Aggregate write-ins for other hospital and MEAICAL..........oeruriririnrireere e eeressees | eereesreeseeeesssesssssessessensnens (01 SR [0 U 0
15. Incentive pool, withhold adjustments and BONUS @MOUNLS.............ceuieiiiriiieiiice s [ ensssenensns | senssssesssesessnsens 23137879 | oo 7,964,529
16, SUDLOtAl (LINES 910 15)....uuvuuieeerireiiriiei sttt enss | essssess s nees et enessos (U I 5,205,222,315 | ..covvvrrennnn: 4,764,024,261
Less:
17, NEt TBINSUIANCE FEOOVEIIES..........couueuiierriieiiiie it iie st ae bbb bbbttt | 60 bbbt | fhbnb bbbttt | anbenb sttt
18. Total hospital and medical (LINES 16 MINUS 17)........cvueiimrieireiiiinirieisiseissseessseesssessessessssessessessssesssss | sessesessessessssessesessssesssssssns (0 [ I 5,205,222,315 | .coovvererrnnns 4,764,024,261
19, NON-NEAIN ClAIMS (NMEL)...... ittt bbbt ssessens | ebsssessessessssessesse s st es s tessessesas | sebessessnssssessessssnsessesansestesntes | sesesssessessesansesessessnsesnsses st
20. Claims adjustment expenses, including $.....62,425,967 cost cONtainMENt EXPENSES............ccvuevveveas | ceveerieeeeeerieeieseaee s issiseeseens | seesessinssenians 179,680,979 | ..... ....162,363,543
21, General admiNiStrative EXPENSES.........cccvivuiiieiiieiicteeiie sttt a bbb s st nas | stesstessnssebessessssses st s s sessessens | saesissesnsaesnans 446,184,971 | ..oovven. 382,867,090
22. Increase in reserves for life and accident and health contracts including §.......... 0
INCrease in reSErVES fOr life ONIY)........o. ettt ess st | sbsntesenssns st et sesssisnsstsneas | sessssssssssssessenns (26,477,000) | ..oveoverrrencennne 109,400,000
23.  Total underwriting deductions (LINES 18 throUgh 22)..........c.cvueuiveieieriieeiieiceieee s sssssiesiesens | soesssesisssssssssssssssssssessssessas (L I 5,804,611,265 | ....ccoerneee. 5,418,654,894
24.  Net underwriting gain or (10ss) (LINES 8 MINUS 23).........ccueuirrrerirerinireeeeseseiesess e seeseesssssesesees | sssessessssssees D0, S [P 808,273 | .o 104,500,128
25.  Net investment income earned (Exhibit of Net Investment INCOme, LINE 17).........ccvviveivererniiieiieeis [ e | coeveeaesissesenans 192,139,534 | .oovvererr 161,997,075
26. Net realized capital gains or (losses) less capital gains tax of $.....2,576,920...........ccocevvveevrrrenreeninnes [evrerresssisssessssssssssssssssssssnss | cosssssssssssssenns (10,307,679) | .cvovererrrnnes (16,156,392)
27. Net investment gains or (I0SSES) (LINES 25 PIUS 26)...........cveveeveveerreeeriererieessssssssssssssessessssssessssesseses | soessssessssssssssssssssessssessssensas [\ I 181,831,855 | ..ovvererrinn 145,840,683
28. Net gain or (loss) from agents' or premium balances charged off [(amount recovered
LT 0) (amount charged off §.......... 1)) PO PO PP
29. Aggregate write-ins for other iNCOME OF EXPENSES........cc.cveveeviereerietreeee sttt ssssesnes | eesessesisssssssssssssssssssesnseneas [ 11,930,239 | oo 12,790,186
30. Netincome or (loss) after capital gains tax and before all other federal income taxes
(Lines 24 plus 27 PlUS 28 PIUS 29).........uurveurermrrerreiireeriiereseriesessessssssssss s sssessssssssssssssssssnens | cosseesesseseons ), 9.9, ST RO 194,570,367 | ..cooovvrvrrcrirs 263,130,997
31. Federal and foreign inCOME taXes iNCUITEM............cvueviicveieereieeie ettt benens | seveneerereesens D00 S [ 35,644,246 | ..., 70,126,685
32.  Netincome (10sS) (LINES 30 MINUS 31).....vverreriieiiineriiieieierisnresssessesssesesessssessssesssssesssssssessessssessens | svnsenessssses s XK urererserensesnnes | srersssesssssessssens 158,926,121 ....193,004,312
0807, oot nsenstenes | evssnnsennes s KKK uretentsienasienes | eereere st enns | renss et
0802, ..ceooveereeaeeseeee sttt nnnnn s nnenstenes | srssentnsnenss KKK uretnntsnnetines | ceseeneeeees ettt ees et | ese st
0B03. ...oooeeereeesee et
0698. Summary of remaining write-ins for Line 6 from overflow page
0699. Totals (Lines 0601 thru 0603 plus 0698) (LiNE 6 @DOVE).......c.evreriiererierriiemisssessreesesssssssessssesesnsessssans
07070, et
0702, oottt
0703, et
0798. Summary of remaining write-ins for Line 7 from overflow page...
0799. Totals (Lines 0701 thru 0703 plus 0798) (LiNE 7 @DOVE)........ceverreireireriiisieisiseeessesestesssssssesnassnans
1401.
1402.
1403.
1498. Summary of remaining write-ins for Line 14 from overflow Page...........c.rrircreeriseiesinnenns | cereesnsesiessesenseseeseseen LU PR 0
1499. Totals (Lines 1401 thru 1403 plus 1498) (LINE 14 @DOVE)........evueriiariirisisiisisisesssssessesssssssssssssesnns | esssssessssssessesssssssssssssssaseans {0 0 | e 0
2901, MiSCEIANEOUS INCOME.........ouiiriiiiie it | Heebsss bbbt | sebsesisensenessnsiens 11,930,239 | oo 12,790,186
2902.
2903.
2998. Summary of remaining write-ins for Line 29 from overflow PAgE........c.ccuevvurvrieireeiiereiseeietieeseeeees | cversesieseesssesees s essnes
2999. Totals (Lines 2901 thru 2903 plus 2998) (LINE 29 @DOVE)......vvurersurrsarsressrsssessrsmserssersssssesssssssssssssses | soessessssssessassssssssssssassassasees 0




Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

STATEMENT OF REVENUE AND EXPENSES (Continued)
1

45.

46.

47.

48.

49.

BA.0 PIH Nttt sttt RS
44.2 Transferred from surplus (StOCK DIVIAENG).........cv.cviiiiiiiiiieieicisesic sttt naes
44.3 Transferred to surplus
Surplus adjustments:

A5 PAIA TNttt R R AR E etk E ARt
45.2 Transferred to capital (StOCK DIVIAENG)........c.rururririeirisiisise ettt ss st
45.3 TranSferred from CAPIMAL.........c..cccovevieicreicriee ettt s bbbttt a st s et een
Dividends 10 SIOCKNOIAETS...........c.uiiiiiciiii bbb
Aggregate write-ins for gains O (I0SSES) IN SUMPIUS.........ceveevvvereeieieeeiessissseste st es s sess s s s sssssste st es b s b s et sens st ensestnas
Net change in capital and SUPIUS (LINES 34 10 47).........cviiuiiieririeisie ettt

Capital and surplus end of reporting Period (LINE 33 PIUS 48)........cccuiuririiriiiriiinrisseiseiesese et sess s ssessssenses

......................... 1,270,000

2

CAPITAL AND SURPLUS ACCOUNT Current Year Prior Year
33.  Capital and surplus prior rePOMtNG PEIHOG. .........cuevueveeiieeireisiieie ettt sttt s sttt b st en s st s s ssesnsas | srebessessnnsesaes 2,461,020,869 | ...ccovevneve. 2,243,707,712
34, Netincome or (I0SS) fTOM LINE 32........coiuiiuiiieiiieiciee ittt sttt bbbt bbbttt benns | saebensessnssssenans 158,926,121 ....193,004,312
35.  Change in valuation basis of aggregate poliCy aNd ClAIM TESEIVES...........ccueeiiviiiiiiie ettt bbb ssas | sessesssssssssses s sessesse s se s sssessnas | ebssssssassesssssssestes s s e s s st senas
36. Change in net unrealized capital gains and (losses) less capital gains tax of $......... 0ttt | srensentenssententeneas 72,044,156 | .oooveeereieenne 72,085,388
37.  Change in net unrealized foreign exchange Capital GaiN OF (I0SS)........cvurrrurrrrrerieiinsenressisissssssessessssssssssssssssesssssssssssssssesssssssssesss | sessssessmsssssssssesmsssssssnesssssssns | sressssssssssnsnssmsssssssssssmssassans
38.  Change in Net defermed iNCOME tAX...........cceveueiieeicece ettt st s s a s see st sassnnns | saesssssssnsessnsessnnes 3,476,043 | ..o 33,396,443
39, Change in NONAAMILIEA BSSELS...........ccvvrireicreieeeietes ettt bbbttt b et s bbb b e s s sana st st essebensensesansesanns | evastessnssssansns (195,293,005 | ....oovvvrvrrrirnnns (81,172,986)
40.  Change in UNAUNOMZEA FBINSUTANCE............ccueveverereteeee e teses ettt et s s s st ae s s s s ss st s b st st es s s st s sesaessssessessssnsessns | aebessssissssssssssssssssessnsassessesanses | sesesssessessesessesasssnsssesssssassanes
41, CRANGE INHFEASUNY STOCK. ... uevieeveeieceeieei ittt ces sttt sttt es b a e ss st s st s ettt es e bbb sb s s s bt en s st et s bestessetnsns | nebesssbessensasssssssnssassnsassessesnses | sebessssestessesessesnssnssnsessnsensanes
42, CRANGE IN SUIPIUS NOES.....uvuivireieisiieiseiseissie ettt sse sttt s st ee s s et esb et bnses | 1ebssebenssesassesssssnsessesensessesntes | 4esessstestessesansesessessnsessnssnsants
43.  Cumulative effect of changes in aCCOUNIING PHINCIPIES.........cuiviiiiiiriieiieieie ettt bnses | oebessebssssesassessssssessesensessessntes | aesesstestessesessesnssessnsessassnsanses
44. Capital changes:

....................... 40,423,315

.................. 2,501,444,184

..................... 217,313,157

.................. 2,461,020,869

4798. Summary of remaining write-ins for Line 47 from OVEIflOW PAGJE........cc.ccvuiuiiiiiieiiceeee sttt ettt

4799. Totals (Lines 4701 thru 4703 pIuS 4798) (LINE 47 @DOVE)......c.veuieeieeiseriiiesiesstsssessssssessseesssesses et esse st es ettt ent st en s st

......................... 1,270,000




Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

CASH FLOW

Currer11t Year Prior2 Year
CASH FROM OPERATIONS
1. Premiums collected net Of FEINSUTANCE. ..........ccvviieicccc ettt | ensesenennens 5,842,436,189 | .....ccccvvevnee 5,629,377,720
2. Netinvestment income 182,723,802 153,133,368
3. MISCEIIANEOUS INCOME. .....vcvieieieiieteie ettt ettt s st et st et s tebebebese st st stssatabesesssssesssssssasesessnnnssssssssesererenns | eoveererererenenenes 80,997,228 | .......ccoue.... 73,915,409
4. Total (LINES THrOUGN 3)...comiiirriiiieiiriieiintieei bbbttt | crveninenenins 6,106,157,219 | ...ovvrerren. 5,856,426,497
5. Benefit and 10SS related PAYMENIS............coiuiiiiriiiriei ettt ettt bt ennenens | ebeaebenseaeens 5,112,065,670 | ....cevvee 4,925,724 547
6.  Net transfers to Separate, Segregated Accounts and Protected Cell ACCOUNLS............cvereieerirririeireinsnsrsseninsinseseeeenes | rereeseseessesssessessssssssssssnns | consensensensesssnsssssessessesnsnsns
7. Commissions, expenses paid and aggregate write-ins for dedUCHIONS............ccceurivieeiiiieieeiesee e eienees | e 704,775,320 | coevvererernnn 511,918,964
8. Dividends paid t0 POIICYNOIAETS........c.uuvieeiiiiriieircie ettt bbbttt sss b s benne | sbetsebessetssebessebs et nsesensesens | rtsebnesebnes ettt
9.  Federal and foreign income taxes paid (recovered) §..........0 net of tax on capital gains (I0SSES).........coevveverrererrererisrsnnes | coveerrisiesnsinies 31,498,032 119,103,314
10, Total (LINES 5 throUGN 9).....ccucvuierieriiriiiiieiicieisiieieeise et | oensssinensesens 5,848,339,022 | ....ccovevrnn. 5,556,746,825
11. Net cash from operations (Line 4 MINUS LINE 10).........ccoieiiriririieiieeeisee ettt snsessnsesnses | evsssesesnsesnes 257,818,197 | wovovveeene. 299,679,672
CASH FROM INVESTMENTS
12. Proceeds from investments sold, matured or repaid:
1201 BONGS...eueeriteereeeese ittt s sttt entns | ebienteeienens 4,798,867,854 | .....coceveenee 6,215,160,675
1202 SHOCKS ... vuveeeseieiseri bbbttt | erienennien i 187,482,913 | oo 95,290,240
12,3 MOMGAGE I0ANS........cecviecieiieieicece ettt eb ettt b bbbttt s et sntens | ensebsnsetensesaeseben st st sensetnts | neresetes ettt bttt st
124 REAIESIALE.......coveeeieicec ettt | cennienien s | e 1,151,280
12,5 Other INVESIEA SSES. ... .evuceueececercirciecreieieiee ettt ettt ss s ensessessessasses | wressessessessnssensssenssnssnssnssnes | consenesnsensensssssassassassessessnnnes
12.6 Net gains or (losses) on cash, cash equivalents and short-term INVESIMENLS.............cocririrricniinerceieeieens [ s [ e
12.7  MiISCEIIANEOUS PrOCEEUAS. ......vcvvirirceeeeteisisisseeetetsesssasetesessssssssssesesessesesssesssssesesssesessssesesesessssssssesesesessssssnsesessssssssnseses | eresssssssesesessssssssesesessssnsnsess | eresesssesesessssssnesesesssssssesees
12.8 Total investment proceeds (LINES 12.1 10 12.7)....ccueuiimiuriiiriiriieieiseisetse ettt ssesnns | ebsssessssesnnns 4,986,350,767 | ...ccevevee. 6,311,602,195
13.  Cost of investments acquired (long-term only):
131 BONGS.. . euerieeerei ettt bbbttt enins | ebienteeienins 5,002,703,978 | ...cvvererrnne 6,471,151,442
1312 SHOCKS ... veeeaeeeiiseri bbbttt | erienieni e 559,123,323 [ oo 128,989,652
13,3 MOMGAGE I0ANS........ceivieciiicieiciee e bbbttt bbbt bbbt s et sntens | ensebsnsesessesenseben st ensebensetnts | nebesetesiete ettt ettt
134 REAIESHAIE. .....veeeeeei bbbt | erbeei e 33,133,485 | oo 20,909,936
13.5  Other INVESTEA @SSELS........ccvivieeeeececeeitet ettt ettt sttt st s et s et st st sestesesesses et ssesesessssesesssssssssesessnsnenens | cvvressssssererenns 11,833,448 | oo 1,892,413
13.6  MiSCElANEOUS @PPlICALIONS. .......c..vucvieeiiciriiciieir ettt bbbttt ettt ens | sbniesanssisnsneas 165,800,762 [ ...cooovvennnee. (207,617,240)
13.7 Total investments acquired (LINES 13.110 13.6).......ccviuiiireiiieeeeeee ettt s | erenserssscsenes 5772594996 | ............... 6,415,326,203
14.  Netincrease (decrease) in contract 10ans and PremiUum NOLES.........ccceuiuiurierieniieininieeee e sssssessenesessenenns | et esesseines | s
15.  Net cash from investments (Line 12.8 minus Lines 13.7 and 14) (786,244,229) (103,724,008)
CASH FROM FINANCING AND MISCELLANEOUS SOURCES
16.  Cash provided (applied):
16.1 SUIPIUS NOES, CAPItAl NOLES........c.vvivieciiicisiicieicetcie ettt be st s s snsens | essessssesssessssessnsessssessssesnss | vebesesesiesesinsessnsessesessnsesesas
16.2 Capital and paid in SUIPIUS, €SS TrEASUNY SEOCK...........cuiiueiiiriiiirieiieieieisce sttt nnes | rebebsssebsssebssbebsssebesbebnssebnts | nebesebesiebessebessebe st seteseeas
16.3 BOMTOWEH fUNGS.......cvuviieriicesiiiei ittt | ebbnstensesenensenes 46,118,146 [ .oooveeee
16.4 Net deposits on deposit-type contracts and other insurance liabilitIES................cvvrrierieriinieicnneeneeens | s | e
16.5 Dividends 10 STOCKNOIAETS.............cvuiviiiiciriceece st nsensens | sresiessessesen s | e
16.6 Other cash provided (applied) ...(57,653,539) ... ..(36,862,435)
17.  Net cash from financing and miscellaneous sources (Lines 16.1 to 16.4 minus Line 16.5 plus Ling 16.6)...........cccccevueene (11,535,393) (36,862,435)
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18.  Net change in cash, cash equivalents and short-term investments (Line 11 plus Line 15 plus Line 17)........covvvvrnrrrecnee | covvrvvnieineen. (539,961,425) [ ..cvovvveirnnne 159,093,229
19. Cash, cash equivalents and short-term investments:
191 BEGINNING Of YEAI......cviiiiiieiieie ettt sttt en st essessessnsensassensensens | nesessssnssessnnns 444 467144 | e 285,373,915
19.2 End of year (Line 18 PIUS LiNE 19.1)....c.u ittt sttt senssnssnssnes | eoesensesenssseecens (95,494,281) [ ..ovvovvicrnnenn 444,467,144
|Note: Supplemental disclosures of cash flow information for non-cash transactions: | |
20,0000 R R LR E e LE 1L L1 E L E AR en ket ent ettt en st | Crenent sttt | snbner e




Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

ANALYS!S OF OI?ERATICiN BY LI5NES OFGBUSINE7SS

8 9 10 11 12 13
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health Xviil XIX Stop Disability Long-Term Other Other
Total and Medical) Supplement Only Only Benefit Plans Medicare Medicaid Loss Income Care Health Non-Health
1. Net PreMiUM INCOME........cveeeceecee ettt ss st enen ...5,865,134,213 |.4,848,901,154 |....220,233,455 |...... 78,539,023 |...... 14,718,483 |...270,742,715 |...230,121,742 | ..ovsveeremrrerrrennne 2 AB4,708,785 | | e | s 67,168,856 |.....cccovvevrererene
2. Change in unearmned premium reserves and reserve for rate Credit.............covveeerneneeneicnennns [ eeenees (59,714,675) | .....(59,067,545) | ........ 1,196,258 |........... [CLO X [0) N — 684,182 | .o [ e (1,275,778) | ..veeveeerrereieennes [ cereeresnereessinines | ceereesssmsessesesesns | veessesssnsessesessnens | eeneens (1,161,582) | ..vooveereirrereennes
3. Fee-for-service (net of §..........0 medical expenses)
4. RISKTBVBNUE.......cvvecviieeeeieetiec ettt sttt bbb
5. Aggregate write-ins for other health care related revenues
6.  Aggregate write-ins for other non-health care related revenues
7. Total revenues (LINES 110 B).........ccvvevrreieieereeeieies e ee e ssesse s ssssses s ssnses ...5,805,419,538 | .4,789,833,609 | ....221,429,713 ...270,742,715 | ...228,845,964 | .......ccceeuuue.... 01]...134,708,785 | ......ccoeevuern... (O] I 0]... 66,007,274 | ......cooovveen 0
8. Hospital/mediCal BENEFILS........c.evverrererierieiersssses ettt nssesseneas ..4,181,080,256 |.3,315,650,185 |....378,640,677 .. 178,275,008 |....1193,404,214 |...cocvvvvererierens | e 115,110,082 | .ovovvrevrrerierirninns | evrvsessssssiessessnnens | sressessssssessessensenes
9. Other ProfeSSiONal SEIVICES.........ccvurieeiirecieiesciesisse st seses et s s ses s ssssessessnsenes | svenanes 82,377429 |.......... 448284 |.....ccoecevvvevenns | ....67,372,383 |......12,264,706 |........ 2,292,056
10.  Outside referrals........cccovrruner
11.  Emergency room and out-of-area
12, PreSCription ArUGS........ccveviueieieceeieiee ettt et
13.  Aggregate write-ins for other hospital and MediCal............c..cccvevevrieieieieeeeeeeeeeee s | e (01 [0 [0 0 o0 s [0 0 {0 0 |0 0 0 .. XXX
14.  Incentive pool, withhold adjustments and bonus amounts..............ccccceviveereeceeviccceeceeins [eeienns 23,137,879 |...... 23,137,879 | oiiieiieiiiiiie | eveiiiiisiiisieieiins | visiesisieiiesiiiens | eisisissssiessseninns | oeveressssssssssssesenss | sveseesssesssssseseies | eeressssesinsesesensnsns | sveveressseessneneesns | oresseserssissessnsniess | erersssnisssnseresensnes | anverens XXX
15, SUDLOLAl (LINES 810 14)....uvuicicieeicieerse sttt ...5,205,222,315 | .4,103,324,412 | ....378,640,677 | ...... 67,372,383 | ...... 12,264,706 | ....248,657,653 | ....220,335,581 | ...cccvvvrrrrennenes 0 115,110,082 | oo (O P 0. 59,516,821 |........ XXX
16, Net rEINSUFANCE TECOVENIES. ......vevereiriireeieeseiseseisses e sses et snsesns
17.  Total hospital and medical (Lines 15 minus 16)...
18. Non-health ClaimS (NEL).........ccevirrieeiescrie et
19. Claims adjustment expenses including $.......... 0 cost containment €Xpenses............c.ccvevvreves | evee 179,680,979 |....144,753,598 |...... 12,550,089 |........ 2,370,802 |........... 465,484 |........ 5,645,734 |........ 5,488,293 | ..ooiieeiieries | e 4,071,035 | .o | e [ e 4,335,944
20.  General administrative EXPENSES........coc.iviveieririeieieissssssse st sssssssssssses | srees 446,184,971 |....359,453,074 |...... 31,164,461 |........ 5,887,191 |...... 1,155,893 |...... 14,019,524 |...... 13,628,564 |....ccvvveverrerierienns [ 10,109,221 | oo [ erereriesissiesieninns | enees 10,767,043
21. Increase in reserves for accident and health CONtracts..........cc.oceveveevereveesreeeiee s | eveene (26,477,000)] .....(29,313,000) | ........ 3,200,000 |.......... (275,000) | ............ (89,000) [ .vuvuvereereereririreies | ererrrressesessesiesies | erverssssississssesinss | sesresssessssssssines | eeresessssissesissesens | eesesesensesessssens | sereesessesssssesinenees
22. Increase in reServe for life CONrACES.........cceveveirerieieieiesie et sessens | snsssssssssssnssssneas 0 [ 0.0, SO 0.9, S 0.0, SN I 0.0, S .0, SO [ 0.9, ST )., SN I 0.0, S I .0, SO [ 0.9, SO D, T
23.  Total underwriting deductions (LINES 17 10 22).........ccveueererreuersiisiese e ...5,804,611,265 | .4,578,218,084 | ....425,555,227 | ...... 75,355,376 | ...... 13,797,083 | ....268,322,911 | ....239,452,438 | ........cceovrrrrrnee 01...129,290,338 | ..cooevvrrrrrerrnn (010 [ 0. 74,619,808 | ...cocvvevvrinn 0
24, Net underwriting gain or (loss) (Line 7 MiNUS LINE 23)..........cccuerererieerereresssisessesesessssesns | eveesesssns 808,273 | ....211,615,525 | ...(204,125,514)| ........ 3,093,437 | ....... 1,605,582 | ........ 2,419,804 | ... (10,606,474 | ....ocvovrrrrrrrnen. 0. 5418447 | o) (O] [P 0. (8,612,534) | ...ovvvvrrrrinan 0
DETAILS OF WRITE-INS

0598. Summary of remaining write-ins for Line 5 from overflow page...........ccvveeenieeninieienis | coveivieiinieeniennn 0
0599. Total (Lines 0501 thru 0503 plus 0598) (LINE 5 @D0VE)......cuiuiirerieriiieiiieisieissieissesnessseesseens | erersssasisssessnsenaas 0
0601. ..

0602.

0603.

0698. Summary of remaining write-ins for Line 6 from overflow page...........ccocueveeirieiieeiisieiesis | e 0
0699. Total (Lines 0601 thru 0603 plus 0698) (LINE 6 @DOVE).......cc.cvieeviieciiieriiieiiicisieisiesiesiessniens | everessensssessnsena 0
1301.

1302.

1303, bbbt 0.
1398. Summary of remaining write-ins for Line 13 from overflow page..........ccovueverevrieirereeesieeies | e 0
1399. Total (Lines 1301 thru 1303 plus 1398) (Line 13 @bOVE).......ccoiireireiiirieiesieissiesieseissseseisensnes | cesrsseesinssssssenaees 0




Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 1 - PREMIUMS

1 2 3 4
Net Premium
Direct Reinsurance Reinsurance Income
Line of Business Business Assumed Ceded (Cols. 1+2-3)

1. Comprehensive (NOSPItAl @NG MEAICAI)..........cururerierirriieiiriiei eeseeees et es et s a8 e85 R8s £ 88 s 510888 eSS E e s 8 e e s st et et ssessens | 2besantnssensantant et srnted 4.848,901,154 | oot seesteeees | serreteei sttt ettt ntenes | seseesestene e ssaneaa 4,848,901,154
2. MEAICAIE SUPPIEMENL. .......ouiviviiieitciitctets sttt ettt et bess e4bsseseaseseae s s s s e ase e s e s e b s s e s s e s et e s s et s b se s e b s e s e s s e s h s ee s s b2 s s e A ee s e s e b4 s bR e st s et s e es s e s e bbb et s s e st s et e s s s e s et ensete s bennnnes | ebebenseresereses et st s e 220,233,455 | .o.oeiveeeieeecee s | et sens | erenesetes ettt aens 220,233,455
B TR =T [ OO PO PO RUURPI) DTSR 78,539,023 | ..o | seensiee sttt tnnnens | sretsetee ettt 78,539,023
TV 1o 2 o] 12O PT OSSR TAT18,483 | oot | reseeser sttt nnnens | sresseteer ettt s e 14,718,483
5. Federal employees NEaAIN DENETIES PIAN...........ccoiiiiceiicieiis ettt ettt b bbb s s s bbbt s bt s e bee s b e s s e R st s st ee s s e bbb eb s ban s s st et et e s st ensensesntesntans | sessessssestensesnses e seesaneen 270,742,715 | oo sines | cretetisis st sss s sssseaesens | evinesebenae b s st ererens 270,742,715
B, T XVIIT = MEUICATE. ......cvvuveeeevirerisesisieseee e essesssessessie sosessseessseess s s s s RS E 858888848 E 048R | srebses s s 230,121,742 [ coooeeeceeeeecsreecesreesieninnns | et st | et 230,121,742
T THIE XIX = MEAICAIG. ......vevvevereereeseetseeeseesseess s essiesssiies sssessesss st e s RS8R 8 R8s R 88888+ E 0884830085888 08 | HH088 RSeS| HE e R RSeS| HeEs et | s 0
8. Stoploss

Q. DSADINIEY INCOME.......viieieceicte ettt ettt ete ebebesssss s essebese s st e b s s s e aeseba et e b s e aesebee s e b s ss e s e bsesebeses e s e eas et e b st s Aa s s st e bbb et b e R e A e s b et b s Ae A e A b ensebe bt e s ebas e bebes s e st sesebesesnan | Siebetessiessstetetsae st sseeetebansesesesesetans | bebbsesetessetetesssssaesieaete st s aetassetesesasanta | nesetebesstessseeetetestetes s etebestetesessesetetas | stebessereseaet et s e e ae e e et et s e s s s benan 0
F0.  LONG-BIM CAIE.......cecvivecteveii ettt ettt et e bebss sebetsssssesssseseses s se b sses e e e b sse b b s s e b e b bae b b s ss e b be e et e s s e s ba s Re b e b s s e es s s e s e b e s s s st s Ae R s e s s e b b s Ae R e b b ensebesss e aebsesebebes s sebasnsebessnnn | Shebesssssnssssetesesss et sssebesesaesebassssetesans | 4ebsssesebesseteseseset et etebes s sesesansebebesasants | nebesebesstassaetetetast et s se et bestebe s s sesetenn | stebessebeseret et st e te et e b b s e s s b bna 0
11 OBNEI NEAIN. ..ot eebsee bR s E SRR RS RS RS R R RR RSttt | e 67,168,856

12. 5,865,134,213

1 (OO OO O OOl OO OO OOPS OO OO OO OO TP OO O PO OP OO DO OO 0
T4, PrOPEIY/CASUAIY. ......cevveviieisciesiie ettt bees fetsebsssesses e s sse s e ssesesses et e s ses s e s s e £ ee s s s b e s b see s s e s s e SRR a0 s S e b S e Ese R e R R RS e R R e R e R AR ee R e R s e R s e R R e AR A S e S e Re s e s s see s et entessesens | eetetietentestesentesaeEetessesantesensesentessnsans | oeestesntentastesastessessesensesnsentastessnsansenne | detestesetietensesantessessesensesetantantesantesans | sietentesinsetensesantentan st et s entet st st 0
15, TOAIS (LINES 1240 14)...vuuiuuueeesseereseseseinesasesenessteesseessesmsssessss eessessetess et ees o1 EE 08801 EE 16048 E 1401 EE LR LRt nn s | chbsensnnnst e enn s 5,865,134,213 | ... (O PO RPPPROOR [V 5,865,134,213




Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2 - CLAIMS INCURRED DURING THE YEAR

1 2 3 4 5 6 7 8 9 10 1 12 13
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health Xvill XIX Stop Disability Long-Term Other Other
Total and Medical) Supplement Only Only Benefits Plan Medicare Medicaid Loss Income Care Health Non-Health

1. Payments during the year:

1.1 Direct.........
1.2 Reinsuranc

1.3 Reinsurance ceded.

2. Paid medical incel

3.2 Reinsuranc

e assumed....

ntive pools and bONUSES.............cccveeererevrirererrinenenns
3. Claim liability December 31, current year from Part 2A:
3.1 Direct.........

e assumed....

..... 5,120,861,519

.......... 20,037,381

..... 4,089,777,765
.......... 20,037,381

4. Claim reserve December 31, current year from Part 2D:

4.1 Direct.........

4.2 Reinsurance assumed....
4.3 Reinsurance ceded....

Accrued medical

© N o o

8.1 Direct.........

8.2 Reinsurance assumed....
8.3 Reinsurance ceded.

9. Claim reserve De
9.1 Direct

10.
11.
12.

Accrued medical

Incurred benefits:
12.1 Direct

12.2 Reinsurance assumed
12.3 Reinsurance ceded

124 Net............
13. Incurred medical

incentive pools and bonuses, current year..............

Net healthcare receivables (a).........cccocvveeieeeeiiciieeeee e
Amounts recoverable from reinsurers December 31, current year......
Claim liability December 31, prior year from Part 2A:

cember 31, prior year from Part 2D:

incentive pools and bonuses, prior year..................

Amounts recoverable from reinsurers December 31, prior year..........

incentive pools and boNUSES..........ccccverierrererenans

.0

..... 5,182,084,436

..... 4,080,186,535

.......... 23,137,879

.......... 23,137,879

(@) Excludes§$..........

0 loans or advances to providers not yet expensed.




oL

Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2A - CLAIMS LIABILITY END OF CURRENT YEAR

1 2 3 4 5 6 7 8 9 10 1 12 13
Federal
Comprehensive Employees Title Title
(Medical Medicare Dental Vision Health Xvill XIX Stop Disability Long-Term Other Other
Total and Hospital) Supplement Only Only Benefits Plan Medicare Medicaid Loss Income Care Health Non-Health

. Reported in process of adjustment:

1.1 4,913,708 |... ...109,786 |... ....186,324 2,680,740 |. .297,860

1.2 ReiNSUraNCe @SSUMEM.........cvvririereireerrieeeeeesireesesiseseesssens | eeesneenssssssnnssssnnsnndd | rreneensesnssssenssssssnsens | sessessessssssessessssssnssns | eessessssssmssessassssssnssns | sessssssssmssnssssssssmssns | sessessssssmssassessasssnsss | sesssssssmssesssssssnssns

1.3 ReiNSUraNCe CeURM. ..o eeeeeseesnns | e 0 | e | rereeineinsneennresrees | eeensreenneesssennsiessees | eenessssessenessssesnnenes | seseesssesesesesesnsses | sresessesanesssesnssesseses | senstessesssssssessesesnsses | srsessssesiesessssessstentes | sesessesessessesassesesanens | seseseesssnssessssesesanss | nesesessssesesesssnessnnns | sessssessesessnsesnnsesnnns

T NBL sttt | neeeeees 9,269,744 | ............ 4,913,708 |..covvrrrnnnne 709,786 |...coverenn 186,324 |...ooovveenne 27,613 | 346,610 |............ 2,680,740 |.cooveerereeienne [ IS 107,103 | [0 (0 297,860 | ..ooveeerererrireieenn 0
. Incurred but unreported:

2.1 DIFECL...eeeeeeee ettt ensnnns | eeseeans 599,702,410 |........ 416,399,383 |.......... 61,408,650 |............ 3,188,369 |...ccovvenne. 655,354 |.......... 29,987,660 |.......... 54,948,992 | ..o | e 24,228,553 | ... [ e | e 8,885,449 | ..o

2.2 ReinSUrance asSUMEM.........cocuvereureueenireirirneieeeiseseessenseseessnsens | sereesssesssssesssseeneens 0 | s | et ssresrees | creensreennressnennsiessens | eeneenssessesesssesnnenes | seseessiesiesesesesnnses | steesessesanenssesnssessenes | senstessesesssssessstesnsnes | srsessssesiesessssessstentes | sesessesesnssessssesesanens | sesesessesnssesnssesesanss | sesesessssesesessnnessnnns | sessssessesesensesnnsesnnns

2.3 ReINSUranCe CEARA..........uuureriereirreririnristisesiesissiseessessstssessines | coeeensesenesesneenns 0 [ e | e | s | e | e eniens | e | e enesessens | aresesenn et esiens | ceenenesne s | ceesenes et | et ens

24 NELoccse et nsenes | srreraa 599,702,410 |........ 416,399,383 |.......... 61,408,650 |............ 3,188,369 |...ccovvenn. 655,354 |.......... 29,987,660 |.......... 54,948,992 |...cocovirrirrirrireinns (O I— 24,228,553 |...oovrrrerirrinin [0 (O] I 8,885,449 | ....covvverrrrrininnd 0
. Amounts withheld from paid claims and capitations:

31 DIMECL. ...t | snreeen et 0 | e | et ssresrees | ereensreenneenssnennsiessees | eenessssessenessnsesnnens | ceseessiesessstesesnnses | steeessesnnesssesnssesseses | senstessessssessessssesesnes | sesessssesiesessssessstentes | sesessesessesesansesesanens | seseseesessnssesnssesesanss | sesesessssesesesssnessnnne | seesssessenesensesnesesnens

3.2 ReiNSUranCe aSSUME..........ccuvureermrrnrmrimeseesenissinsisessessessnnens | coreerersensnesesneeens 0 [ e [ e | e | e | e eniens | e | e essens | aresesenn e estesiens | ceenes e niees | ceereniest e nines | et s

3.3 ReINSUraNCe CEARA........c.vuurrieiiiireirissiseisesieesssissisessssississies | ceeeensenenesesneeens 0 [ oo e e | s | s | e | e | e | s | cenesesn s | s | e s

B4 NEL s | s (O [0 O [0 O [0 O (O [0 O [0 N (0 (O 0 [ [0 N (I 0
. Totals:

A DIFECE ...ttt | reneens 608,972,154 |........ 421,313,091 |......... 62,118,436 |....c....... 3,374,693 |...ccoovvennn 682,967 |.......... 30,334,270 |.......... 57,629,732 | .covvvirecriicircrn 0 [een 24,335,656 |...oooveriririiriineine [0 RN 0 [ 9,183,309 | .o 0

4.2 ReiNSUranCe aSSUMEQ.........c..oururerermriniiniinrinisssissiseesnsessessnns | rereeessenesnesseenns (O [0 R [0 N (0 O (O [0 O [0 N (U O (O [0 R [0 N (I 0
4.3 ReiNSUraNCe CEARM..........curuieiiiireeineiiireess it | ereeense e (O [0 O [0 RN [0 O (O [0 O [0 N (U N (O [0 R [0 RN (I 0
44 NBL..c e | ereniend 608,972,154 |........ 421,313,091 |......... 62,118,436 |............ 3,374,693 |..ccovvnnn 682,967 |.......... 30,334,270 |.......... 57,629,732 | ..o [V 24,335,656 |....cocrirniniiniinn [0 RN 0 [ 9,183,309 | .o 0
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Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2B - ANALYSIS OF CLAIMS UNPAID - PRIOR YEAR - NET OF REINSURANCE

Claims Paid Claim Reserve and Claim Liability 5 6

During the Year December 31 of Current Year Estimated Claim
1 2 3 4 Reserve and
On Claims Incurred On Claims On Claims Unpaid On Claims Claims Incurred Claim Liability
Prior to January 1 Incurred During December 31 of Incurred During in Prior Years December 31 of
Line of Business of Current Year the Year Prior Year the Year (Columns 1 +3) Prior Year
1. Comprehensive (hospital @aNd MEUICAI)..........cc.ccevcviivieeicicie ettt ss s ss st s s sesnnes | senbesessesssssesssssnseseas 361,515,177 | .o 3,728,262,588 |......cceevrerererrnnn. 3324774 | 417,988,317 | .oveeeereceinns 364,839,951 | ..o, 430,904,322
2. MEICArE SUPPIBMENL........ouveeeeceeeeeeieesee et stes et st ssssee st se st es s s s s s s s st s s s ssesses s sses s s st ensseseessessassssssessessessesssnssessassansenses | seeserssnssansnssnsensennens 50,170,987 | ..oveevereeeereererernrnns 323,387,107 | .eovvereeeeeeereerrrereinns 1,078,154 | oo 61,040,282 |...coovrirreicien, 51,249,141 | oo, 57,035,853
BT 0 T2 1 - o 7O USSP 3,403,622 | ..cooverrerrerierirrinnnnnd 63,713,766 | ..cvevereerereireiireireieinns 25,548 | ..o 3,349,145 | ..o K28 I 0 T 3,119,698
B, VISION ONIY..ooeoeieeeectsiee ettt es st s e see st s s s s se s s es s s e s ess s s e s s e s s s s see s s s e st en s et s e s s es s st ans e s s st essesssessessast st enssestessensanses | snsieseessinsinsensans st s sen 757,585 | .oveveeeeeerererereniens YR T2 7 P2 £ T 680,588 | ..o 759,964 | ..ooovoeveeeeeeeeeeene 749,128
5. Federal employees health benefits plan 25,729,489 |...coovviieiieereie, 220,776,650 |..cccevereerirreereeeenn 1,306,319 [ 29,027,951 | ..o 27,035,808 [ oo 28,182,757
6. THIE XVII = MEAICAIE.......o.overeeeeeeeeeeteet st seessssssss e sesss s st st s s st s st s s s s e st es s st st ens e ss st essasssessessastassenssessessessasssnssessessessanssnssnssns | srsessessossssssesssssssssssnssassessanssessnses | seessessessssssessessnnsnes 168,721,331 | cooeeeveereeerereeee e ssseses | sesstsssessssssessssssssinsens 57,629,732 | .ooeveevererreeee e (O 6,015,482
T. THIE XIX = IMEAICAI. ... ..vvvveveeisesiecieie ettt s s s s b s st s bbb s b s s s bsens | 4e4estsstnssesten s st e bt essen b st s b s st entants | 2bsesussssssassantanssns st st s s s b ssnsantnsas | Hiessessesses e ssessesenssns s st ensessenaes | essentestenssestent st s tenn 28,954,710 | .ooverereecere e O
8. OHNEI NEAIN. ...ttt s RS RS RS ReEaeREeebensees st ntens st st | antres ettt s et ent s 542,607 [.ooririeeisienies 162,307,328 | ..o 4,564,255 [ ..oiiiiieisieien s | e snssnaes 5,106,862 |....cooorrcrrirrrrrirnienens 21,741,997
9. Health SUDLOLAI (LINES 110 8).......cviririeicieiieieisee sttt et nstns | ssessansesssansensensansanss 442,119,467 | ..o 4,678,742,052 10,301,429 | .o 598,670,725 | ..ovovierrrereireinea, 452,420,896 547,749,237
10, HEalthCAre rECEIVADIES (B)........cvuevuierieiie sttt ettt bbb s as bbbt s s s s s s s s s s st s essns | aebsssaessnesasss b s stn s 1,708,139 | .o 79,070,353 [ ..o | srestsssssssessess sttt ensenas | eesesess s 1,708,139 | .ovevvceeeeeeeis 79,668,390
T, OB MON-NEAIN. ...t ba s8R sttt ettt | nebantesetsesensebsesensent et et st entansesans | Shesesaetenesse s e R st ee et ee et et ent s se st | Hietessetntsesesse s st e st et et e st n st nsets | netessesensesantee sttt et n st en s renns | ebesesses et ettt ettt s L0 ST
12. Medical incentive POOIS aNA DONUS GMOUNES...........cueuiiriirireiriieiieseissie e sssssssse st sttt ses s s s ss sttt ssessessnsesntenss | sesessessssssessesassesessessssesssansassesans | sressesnssessessesessessnssnes 20,037,381 | .ot | e 4,100,495 | ..o (0 999,997
13, T0tals (LINES 9 = 10 + 11 4 12). ittt sttt sttt ettt sttt ses sttt ettt d et eef et ne st an st ann st nt st nnntans | shesssssnssassentansansanes 440,411,328 | ..o 4,619,709,080 | ..ooovirrrersrisrirniianes 10,301,429 | ..o, 602,771,220 | ..o, A VY N 469,080,844
(@) Excludes§$.......... 0 loans or advances to providers not yet expensed.
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Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - GRAND TOTAL

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 4 5
Were Incurred 2002 2003 2004 2005 2006
1. ..466,227
2. 2002 eSS 8 E R 185848 £ 4SS ERR R8RSR E 4R RR R RS R RS R enEenseessee st st s tsententes | essessestenssestentensanstessensantentea 4,185,474
T 0 OSSOSO OSSOSO ST D 0.0 SO
4. 2004....... oottt | ettt )99 O
o 0 OSSOSO SRRRSR ISP D 0.9 SO
B.  2008......eueueeees s R R R R RR R R R ARttt | ene ettt D0, SR
SECTION B - INCURRED HEALTH CLAIMS - GRAND TOTAL
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 4 5
Were Incurred 2002 2003 2005 2006
1. .514,079 ....64,831 974 |
2. 2002ttt SRR R SRR R eSS S beebesesb sttt ene | Shetieeb et 4,658,227 | ..o 454,123 | oo 76,486 | oo 1,967
B 2003ttt E £ E R R £ ERRE SRRttt enis | eetieeb et XXX et | ceveeiessisiesis s 4,832,464 | ..o 393,967 | .o 5,916
B, 2004.... ettt SRR S £ E £ttt ene | sebient st nnees ) .0 SRR DU XXXt | e 4,852,568 | ..o 481,421
B 2005, ettt E R R SRR E R E R E AR AR E ARkttt nnies | eetseet et ) .0 CRTRITITS DU D .9 O RIITY I XXX vt | ceveeeeeiesie s A2T3TAT | e 443,121
B. 20008, ..ottt E RS E LR E SRR R E R E ARttt ent bt nnins | snbnbsnt et XXX iieirsrinernneensnenens | eeeersnsssesensenssnens D08 RN [T XXX ioieensrinernnnenseeens | seeeesnisseseeensenens XXX oreireinensinsninnennens | connrssissssnsns s senesseseens 4,744,598
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - GRAND TOTAL
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 911)

1. 5,287,340 | oo 5,146,672 5,189,880 5,189,880 | ..covvvrererriineieis 98.2
2. 5,554,675 | oo 4,738,634 | ... LATT8417 | .. ..4,778,491
30 2004 s | s 5,518,401 | oo 4,726,023 ) 4765701 | o884 | el TA6 | e T2 | s 4,766,519
4 2005, | e 5,523,155 | oo 4789,242 | ..o 40,207 | v (U 4,829,449 | ..o 8T | i 98T |l 9T 4,839,847 | ..o 87.6
5. 2006 | s 5,805,420 | ..oiiiiinriniiiin 4,698,779 | .o 39,449 | .o (U1 4,738,228 | ....ovivvnrinniniinnnnenenn810 | 802,772 | 57,896 | s 5,398,896 | ..o 93.0




Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - HOSPITAL AND MEDICAL

Cumulative Net Amounts Paid

NHCL

@ o~ N

Year in Which Losses 1 2 3 4 5
Were Incurred 2002 2003 2004 2005 2006
..403,561
77RO NS 3,692,470
B TR TR IOSRRRTTY D90 G,
4, 2004 eieieeiieie et A RS RR RS RS R SRR R AR e R SRRt n R ns st st st ntentes | srentnsnstentenenntnes ) 0,0 G
LT < RPN IOSTRRRRTY D90 G,
B, 20008, ... etuetetseteee ettt n et st et ee st ef R e S e eE o8t R E e R R R e f e A8 E a8 RE e eeR Rt e e nE e st ent s Rt st en st st s entententenstentense | antensassnnsentansneas )0
SECTION B - INCURRED HEALTH CLAIMS - HOSPITAL AND MEDICAL
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2002 2003 2004 2005 2006
PIIOT 1ttt s bR RS RR SRR R RS s R S s R s e bRt s s st ntes | etnsns ettt 443492 | oo 55,491 | oo 11,563 | oo 759
2002...0.cueteeteves ittt RS R R RS RR AR R R bRttt en s st en b st ntentes | estestestensaest st st st e s en s tntaa 4123871 | oo 377,008 | ..ooveeierrseissreses s B7,818 | v s 1,650
............................................. 311,797 | e 4,166
AA42178 | oo 403,393

.3,625,719 | ...

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - HOSPITAL AND MEDICAL

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2+ 3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)
2002.... LA,755,801 | o 4,508,794 | ... 37,853 | 08 |.. 4,546,647 | ... ...4,546,647
2. 2003 | e 4,955,616 | ..cooovvverirriieiinns 4,137,307 | oo 34734 | oo (U 4,172,041 4,172,099
30 2004 s | e 4,880,275 | ..o 4,056,662 | .....ccoovverierireriens 34,057 | oo (U 4,000,719 | oo 83.8 | i 495 | e A8 | s 4,091,262
4 2005, | e 4845912 | .o 4,048,089 | ....coovrririieririens 33,985 | .o (U 4,082,074 | ..o 84.2 | s 2777 | e L5 A 4,085,118
5. 20060 | s 4,789,834 | .o 3,748,300 | .o 31,469 | i (X 3,779,769 | . 78.9 | i 422,089 | .o 40,542 | .o 4,242,400
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Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - MEDICARE SUPPLEMENT

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

1
2002

3
2004

2005

2006

1. ...40,739

2. 2002t et et ettt ettt ettt et s s ettt ensensns s sansans | arsessssenstessensens s e st s asanseen e 224,497

K T 0 USRI D00 S

4, 2004 eieieeiieie et A RS RR RS RS R SRR R AR e R SRRt n R ns st st st ntentes | srentnsnstentenenntnes ) 0,0 G

LT 0 OO PN D00 S U D 0.0 S [N XXX oevrvereveereesiesinees | orvveves s senssn s 310,622 [ ..o 49,224
B, 20008, ... etuetetseteee ettt n et st et ee st ef R e S e eE o8t R E e R R R e f e A8 E a8 RE e eeR Rt e e nE e st ent s Rt st en st st s entententenstentense | antensassnnsentansneas 00,0 SN [URRRN D0, S SRIRRY [T XXX oorirseesnesnessesesnnes | cevessssenssssssssenaas XXX eoereerrnnrersenssnsenss | sressssesssssnsssssnsssssessensssssssssssanes 323,387

SECTION B - INCURRED HEALTH CLAIMS - MEDICARE SUPPLEMENT
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2002 2003 2004 2005 2006
e PIIOT bRttt ents e nsentesensensensensnnens | snnnssnssnstensenssnssnsenssnsenssnssensenss b G 02T | rnrrsnrssssenssnssssssssnsssnsensssssnssennnss Dy TIO [ rrnrsesessnsssssssnsssssnsnssssensnennsn 02 | nivneineinnrssisesssssssnen 110 |
2. 2002ttt ns e st ssensenenenensensense | eessessessnessensenesensesessensennsen e @ VR8O [ vevierierissrieieniesensseseneneee 38y 11T | e TAT [ 122 | e 37
30 2003ttt et s s e ssen e senensenene | ersessessensensessens e K Kurerrenenssesieresenses | seressesssnsensenesessssesessene s 298,997 | rrerierierieieiesiesie e 1,370 [ T TB [ e 81
B, 2004 et n st ensennse e nsentenanenes | sessensenstessensensens XK Kunsrerensessensensensnns | sessensnssssnsensensenss XA Kartertenseneressensienss | svesessesesesenssssnssesssesenses e S20284 | ivirierinniiesierisssnnesssessnennen 1,991 | s 799
5. ..44,321
B, 2008, ... te ettt ettt s ettt er ettt R et R e eE e Rt Rt e R AR R R ARt Rt R ARttt 333,402
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - MEDICARE SUPPLEMENT
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2+ 3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

1. 2002.... 189,427 | ... 309,172 | oo 2,595 | oo 08 |.. 311,767 | ... 311,767

2. 2003 | e 202,164 289,981 | .o 2,435 | e 0.8 | oo 292,416 | .ooveverieerieieieieeieian 1448 | oo 3 | e | e 292,419

30 2004 | s 214,973 | oo 330,015 | .o W2 & OO (O T OO 332,786 | ..covevereeiereieieeieian 154.8 | oo 90 [ it [ I 332,885

4. 2005 | e 223,683 | .ooveeeverrerseiiininns 359,846 | ..o 3,021 | oo 0.8 | o 362,867 | .ooererreieieieieeieians 162.2 | oo 986 | oo 95 [ oot 363,948

5. 2006 | ereereriesiee s 221,430 | .o 323,387 | .o 2,715 | e (O 3 326,102 | .o 1473 oo 61,040 | .o 5,863 | .o 393,005
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Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - DENTAL ONLY

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 5
Were Incurred 2002 2003 2004 2005 2006
1. ..5,639
2. 2002ttt et R ettt sttt en s st sttt st s sntanseessanaans | setestessenstessessantesseestestensnsenseenean 90,446
B TR TR IOSRRRTTY D90 G,
4, 2004 eieieeiieie et A RS RR RS RS R SRR R AR e R SRRt n R ns st st st ntentes | srentnsnstentenenntnes ) 0,0 G
LT < RPN IOSTRRRRTY D90 G,
B, 20008, ... etuetetseteee ettt n et st et ee st ef R e S e eE o8t R E e R R R e f e A8 E a8 RE e eeR Rt e e nE e st ent s Rt st en st st s entententenstentense | antensassnnsentansneas )0
SECTION B - INCURRED HEALTH CLAIMS - DENTAL ONLY
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 5
Were Incurred 2002 2003 2004 2005 2006
e PIIO .ttt RS R RS AR ARt s st n e nten s st e st nsens | nesesessensnsnsesestsnsnssensessnnsnssessDy T DG | wrvnrsersessssssessesesssnssesesessnnsessessesss@00 | erreriestestiesiestessessessessestestessiestessessenssesss | s1essestest st estes st ee st s st n et n sttt naa
........................................................ 2
...................................................... 42
................................................. 3,761

.61,417 | ...

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - DENTAL ONLY

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2+ 3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

1. 2002.... 101,847 |... IO T 08 ... 102,702 | ... .102,702
2. 2008.....irnnin | s 100,612 | 82,211 690 | . 0.8 | oo 82,901 |82 [ [ | 82,901
3. 2004 | 86,229 | s 70,219 | 590 | i (VX< 20 70,809 | .oooierriierinniiinnennnB2T [ [ | 70,809
4. 2005......iiininin |8 1,180 | 65,739 | .o 552 | i 0.8 | oo 66,291 | ..o 81T [ 2D 2 | 66,318
5. 2006 | L8449 | i) 63,714 | .o 535 | i (0R< 70 64,249 |...coooovvninnninniiinnnnn819 | 3,349 000322 | s 67,920
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Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - VISION ONLY

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 4 5
Were Incurred 2002 2003 2004 2005 2006
1. 1,075
720 7RO OSSR 12,572
B TR TR IOSRRRTTY D90 G,
4, 2004 eieieeiieie et A RS RR RS RS R SRR R AR e R SRRt n R ns st st st ntentes | srentnsnstentenenntnes ) 0,0 G
LT < RPN IOSTRRRRTY D90 G,
B, 20008, ... etuetetseteee ettt n et st et ee st ef R e S e eE o8t R E e R R R e f e A8 E a8 RE e eeR Rt e e nE e st ent s Rt st en st st s entententenstentense | antensassnnsentansneas )0
SECTION B - INCURRED HEALTH CLAIMS - VISION ONLY
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2002 2003 2004 2005 2006
1.

11,168 | ..

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - VISION ONLY

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2+ 3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

o M~ w0 N

2002....

..20,791

..14,902 | ...

L1250

.08

.08 ..
.08
.08
.08

..16,027 | ...

....15,027




34°¢C1

Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 4 5
Were Incurred 2002 2003 2004 2005 2006
1. ...15,213
2. 2002ttt e et R Ae et et ettt e st s ettt ansensns s sansans | arsessrseneteseensens s e st s as s s en e 121,219
K T 0 USRI D00 S
4, 2004 eieieeiieie et A RS RR RS RS R SRR R AR e R SRRt n R ns st st st ntentes | srentnsnstentenenntnes ) 0,0 G
LT 0 OO PN D00 S U D 0.0 S [N XXX oevrvereveereesiesinees | orvveves s senssn s T4 7 24,982
B, 20008, ... etuetetseteee ettt n et st et ee st ef R e S e eE o8t R E e R R R e f e A8 E a8 RE e eeR Rt e e nE e st ent s Rt st en st st s entententenstentense | antensassnnsentansneas 00,0 SN [URRRN D0, S SRIRRY [T XXX oorirseesnesnessesesnnes | cevessssenssssssssenaas XXX eoereerrensensenssnsenss | sressssssssnensssssnssssssssensssssssssssanes 220,777
SECTION B - INCURRED HEALTH CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2002 2003 2004 2005 2006
e PIIOT ettt nts st n e nsen s enssnnens | sntnnssnssnstensensnnssnsensensenssnssensensss 203 TAD | tnrtirisssresssssssss st 3y 3DD | ervsssssssessssssssssssnssessenssnssssenssnssnees 18D | srreesssssrssssssnssssssssensenssesssssnsssssenssesssdQ. | veriesesansnsese s sees
2. 2002t Rttt s s st ensessensensensenene | eessesseressensesessenssensessensenssesss 1O 1308 T [ vevierieresserienesenesesenenene 285344 | a0 3,813 e 193 [ 100
3. 2003 bbbt ettt nten e nsensenennenene | ansesssssenssessessense KKK urersenerssesiesenensns | veressenssssessesessensiesesensenenees 108 T4 | e 80,084 | e 924 [ 105
B, 2004 iR b st s et nten s s s ntenensentennssenes | sressessensensensensens KKK unrersensseressensennens | sessensnsssnssensessens s XK rerensersensesenienss | eessesesesessessessnssesesessensses @02y LT | veveriessssesensessensssessesensennes s 28y TTA | it 16,767
5. ...28,629
B, 200B...uu ettt ettt ettt R Rttt ettt st st nnnnsntnsnnnnnntnnsannne | erversernessnnsesesses o XOXKernrnnrnnranssnssnsnnsens | senrsersessnnnsessesess s XROKunsennnnrensenssnsnsrenes | nerserseransnrsesennes XAOKarserenrsnnsansensanssnnens | erenrerensnseseses XX Kurerenssensensansanssnnsans | aesessssssssassensansasssansanssnsansssnsans 203,057
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2+ 3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

1. 2002.... 151,194 | .... 167,687 | oo 1408 | 08 ... 169,095 |... 169,095
2. 2008.....i s 194,126 164,322 | oo 1,380 | 0.8 | oo 165,702 165,715
3. 2004 | s 220,761 | .ovooeeienieninnns 192,223 | oo 1,614 | (VX< 20 IO 193,837 194,013
4. 2005, | e 227,348 | ..o 222,254 | ..., LR (VX< 20 IO 224120 |, 98.6 | .o 1133 | 109 |, 225,362
5. 2006 | s 270,742 | ....oovvvvniisniiininnnn 220,777 | .o 1,854 | (VR <70 IR 222,631 | .o 822 | . 29,028 | ..o 2,788 | .o 254,447
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Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

SECTION A - PAID HEALTH CLAIMS - TITLE XVIII - MEDICARE

(000 Omitted)

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

1
2002

2
2003

3
2004

2005

2006

[ e

SECTION B - INCURRED HEALTH CLAIMS - TITLE XVIII - MEDICARE

Year in Which Losses
Were Incurred

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XVIIl - MEDICARE

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2+ 3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

o M~ w0 N

2002....

..... 0.0 ..

..... 0.0
..... 0.0
..... 0.8
..... 0.8
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Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - TITLE XIX - MEDICAID

Cumulative Net Amounts Paid

Year in Which Losses 2 3 4 5
Were Incurred 2003 2004 2005 2006
L PO ittt ettt ettt R AR AR AR R R RA AR RS Ra e R AR s s e R R s s se s s e AR oAb ee A e s s e R e Resense s s ssesesessesetass | Hhessstetassetesesasseesssseaeses st s snsesetesetesss | 4betessesetssesetessaetssesetetes s et ssnsesesesansass | Hhesasesetssetes et sse R seseae s s s ses e setetesetess | Shebeseetsstetesesseaesns et eses s et sntetesesansess | Hhesesssetsseseae s s et s s e A et b st n st nntenas
2. 2002 et ee ettt e a s R s e ee e e s SRR s R et R s s s Ree s e s s st ee s seessessassens e saestessiessesans | stessessesstessessaseasseessestessassanssessassestenstestes | estessistessaseasessnesastess st eeseessassnsnsenstans | setessinsnesanesss s e st essensassesseensassessnsanesenes | stersetanstans s tssensees s st ans e seee s s snsarsenstansa | ersiesiesens s sensess e an st st st sen s eneas
K T 0 USRI XXX orvrvireveeeesiesinsses [ eoevesisssssis s sessesssssssesssessssssesssnssasses | sosssssssssnssesssssssssssssssnssessessesensssssessnsssns | sessessessessnsesssssestessesessesseseesensesannsnes | stiessesaesss st ettt sttt
4, 2004 eieieeiieie et A RS RR RS RS R SRR R AR e R SRRt n R ns st st st ntentes | srentnsnstentenenntnes ), 9,9 GOSN [P XXX terterireriersssinssinnns | srtssssssmssssss s sssssssss s sssssssssssssssessnss | stsessssssssssssssssesssss et sttt stnsas | sessessessn et s et et ns st
LT 0 OO PN D00 S U D 0.0 S [N XXX oetrrirereeeeeissinsens [ eoeevesisssesses s sessssesssss s sessss s sessnsssnans | esssnssssssssssssssssnssassnsenssssses s sansessnnsans
B, 20008, ... etuetetseteee ettt n et st et ee st ef R e S e eE o8t R E e R R R e f e A8 E a8 RE e eeR Rt e e nE e st ent s Rt st en st st s entententenstentense | antensassnnsentansneas 00,0 SN [URRRN D0, S SRIRRY [T XXX oorirseesnesnessesesnnes | cevessssenssssssssenaas XXX eoerterrrensenssnnsnsnenes | errsessssssssssssssssesssssses s s s sssessensanes
SECTION B - INCURRED HEALTH CLAIMS - TITLE XIX - MEDICAID
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2003 2004 2005 2006
LS £ OO PO USSP SUSPPUSEPPESTRPRSRIRTUUPIOTIPRORS DUUPRIORURIOPRIORIN WY 7 coor O N IO oo O DU BSOS T SO RRPR
2. 2002 sssssssssessesssssssssessssssssssssessessssssssssssesnsnnnns | eoeresesesee e N Nl I N B s | s | Sher et | Seses st
30 2003 bbbt ettt en s nententensnnsestennennns | ereeriessesseessessnsses o KKur et tee s st st s ssstens | Sebsesses e b st s s et b b s s sas s s e ss e s e bans | nebsesaesee e s e s bR s s bbb bRt s bs s aeebaets | Shsesaesaest e s et s e s bbb s ba s aestaeea | Hiebiesaes i s bbb e bbb st
B, 2004 oo R SRR R SRR AR R AR R R RA RS ARt XXX ot rteriieriesissinsiienns | serssisssisssss st s s s st ssestnes | sbsssesest s sttt bbbt | Hesiesaeb e bbb ettt
B 2005 et s R R AR R AR AR AR AR R e bbb D 0.0 GRS NP XXX ortetireiseieissiinsins [ et | esies st
B, 2008, ... te ettt ettt s ettt er ettt R et R e eE e Rt Rt e R AR R R ARt Rt R ARttt XXX ooeveeriereersnienennes | evresssssssssssssssneaes XXX oeverinsiesessessiisnens | crerensnsessesisses XXX eterterrrerierienisnsenes | aorssssssssssssssssssesssssses s ssessensanes
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XIX - MEDICAID
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2+ 3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

1 2002 ceieseiies | eeesiesteesiss st saes st esbestssnts | sresbestsstestess st es bt es bt senstes | sesbessesteessessestessenstestestestanstens | sebiesiesaebaeseesestens s 0.0 covg g0 | 0.0 [ 1o estenies | cevieresiens e ssens | ertestes sttt en s (01 OO 0.0
2. 2003 | et sstens | sebessss ettt bbb es st bannes | sreststesses s st es b st st st s testennaas | sbiebeseste s s s raees N ..................................... 0.0 [ 1ot | cevesesiesi e ssens | estestes st 0 [ e 0.0
Be 2004t | ettt stens | sebesses st es s bbbttt bnnes | sbestestes st essestes s st eestessestentnnaas | ebessessessenseeseseeseaesees O W 0.0 [ 1o eressstenies | ceveeresiens e siens | ertestes sttt (01 TR 0.0
B 2005 | e nets | sressssess sttt nstes | esbestessiestes s st bess s testanseestens | seesiesiessetseses st s s saend 0.0 | o (01 0.0 [ 1o sesessstennes | ceresesiese e sesiens | esrests st (01 TR 0.0
5. 2006.......cucreieeieiieieieiiesiieresieies | erresiesissssessesssssessassssstesssssrens | aetesssssisstesssstesssstastentansestnnes | stessestastsassestentsnssnstesssstantnsas | ebsessesssstassssiestessesaesansan 0.0 [ oo {01 0.0 | oiieieieieeieretesisrerssieniees | eeveerssiesssssesessssesssssssessess | estesssssiessssssssesssnstestensansned (01 0.0
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Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)
SECTION A - PAID HEALTH CLAIMS - OTHER

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

1
2002

3
2004

2005

2006

[ e

SECTION B - INCURRED HEALTH CLAIMS - OTHER

Year in Which Losses
Were Incurred

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

..76,329 | ...

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - OTHER

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2+ 3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

1. 2002.... .62,353 | ... ..44.270 | ... T2 [ ) 08 ... ..44,642 | ... ....44,642
2. 2008 | 83,456 | ..o 50,586 425 | ) (VX< 20 51,011 51,011
3. 2004 | 99,760 | ..o 64,267 | ..oovvorriniiiiens 540 | oo 0.8 | oo 64,807 64,807
4. 2005, | e 122,160 | .o 81,261 | .o (61C720 RN 0.8 | oo 81,943 86,945
5. 2006 | s 201,878 | ..o 162,307 | oo 1,363 | oo (VR <10 IR 163,670 195,406




€l

Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2D - AGGREGATE RESERVE FOR ACCIDENT AND HEALTH CONTRACTS ONLY

1 2 3 4 5 6 7 8 9 10 1 12
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVl XIX Stop Disability Long-Term
Total and Medical) Supplement Only Only Benefit Plan Medicare Medicaid Loss Income Care Other
POLICY RESERVE
1. Unearned Premium FESEIVES........vvrrerreererrureereeeesetsesesessssssessseens | resesseenns 241,239,550 |.......... 209,746,656 |............ 25,197,590 |...cccvvrnens 4224474 | .o 795,052 | ..ooveivererereireinees | cererreininns T,2T5,TT8 | cooeeeeeereeneiieins | ceevereeneneisssessseesnenees | cretresesssssssssesnssesseses | seretssssssssssssssssssessesss | seesessssessessesessessesesens
2. Additional poliCY rESEIVES (@).........cvuumrrercreririerrererirereeseeseessseesins | oneeseneens 245,423,000 |............ 46,437,000 |.......... 198,200,000 |.....ccorvvrenn. 565,000 |...ooooereenne 221,000 | .oocverceorerirreieniniees | e | eereesieess s | oot | st | sesess st | seeses s
3. Reserve for future contingent DENELS..........evereinrieinirninriniernees | e 0 | e | e | e | erernerenenr et enrnntes | sesessssesineesnssesssanennse | reressetestessessssesesesnes | sesssessesestesesnstessnsetns | sesessessssiesessessstessesiets | sresesessnsseesssesnssesteses | sesesessessessnsessesnssensense | tessesesenesnssesesesnenens
4. Reserve for rate credits or experience rating refunds
(including §.......... 0) for investment INCOME...........cuvumervmerirereenerins | cevreerenns 339,062,780 |.......... 334,496,492 | ...ooovvveerreieriens [ e 2,489,148 ..o, 915,558 | ..orcveurrierierirnnenins [ eerinesinesnnennesnene | e | s | sestess st | et | oeessssssinns 1,161,582
5. Aggregate write-ins for other poliCy reSEIVES........co.rverurrerrrenreneireinns | e ssssssssasesneens [0 P [0 {0 (O P [0 P [0 {0 [0 P [0 P (L I [0 0
8. TOtAlS (GrOSS)...uverurermrircrirerieeriierieesiensienssessssssssessssensnesssensnns | eoneennenn 829,725,330 ...........590,680,148 | ..........223,397,590 |........... 7,278,622 |........c... 1,931,610 |.ccvoivrvvrrriricnnns (VI 1,275,778 | (U RN [V RN [V IR (O O 1,161,582
7. ReiNSUranCe CEABA..........ouuririrrirrierierieiinrineeeniesiesissseessesssssniensenes |sersensensensensnesensennensQ | sresmsesssmsesssssssssssssssns | oneseresonssssssnssessenssnes | aremssssonssensensesssnssnsses | onssssnssinssssssnsenssmssenss | conessnesenssnsssssensnsnsrans | oonsessesssessessensensenssenss | sonmsonssnsssnsensnnsnssonssnne | seesessersresnensnssnesenssnens | wonmsonssnssensensensansnnssens | snssssssssenssnsnsssnssnssanees | nessnesesssssssnenensnssees
8. Totals (net) (Page 3, LINE 4)......ccuivriiriiiiiniiinsinissinseresssenesssessennns | neeseeees 825,725,330 |.......... 590,680,148 |.......... 223,397,590 |...ccocvenne. 7,278,622 | ..o 1,931,610 [ 0 | 1,275,778 | .o (O RO [V R 0 [ (O 1,161,582
CLAIM RESERVE
9. Present value of amounts not yet due on ClaimS..........ccocovrereerrinee | cerrrerneenneniniineneeen 0 [ eeoeererrerrereennsinemenes | reereeeesnstnsisesssesnsinses | eeeesesseseessesessessnees | etsessestenssestestessanstenss | steetessestensastastantanntens | sessessessasssessessestessente | stestesteestestessastastansians | setestsesnetastssstestentns | sressestestessestessessansens | seteesestanssens st st enstentes | reteeeensenstnesesnetnes
10.  Reserve for future contingent beNEfits.........ccvvevcvevcievieeiieeeesees | e 0 [ oo | e nsesisesinsens | eveesseiesesresesesnsiens | seeresiesessesisessssntenses | ereesesesinsssesesesaninnes | sesesissessesssesesensiesins | sessessssessesesessessnsentes | seesessssissessssasesinsinss | sessessesensssssssesssessesies | sresseseesessinsesesssessenes | sesessesessesessesessesseens
11, Aggregate write-ins for other claim reSErVeS..........ovuriririrninininns [ ersrissssisnssessiseeens [0 (O O (O [ [ [ O {01 [ [ [ [ I 0
12, TOtalS (GrOSS)...evverrcrerieeeriereiecieeisee e seeressesessssessesessssesesssssssssens | sevessnsessssisssnssssseesens0. [ evevvevseienisseeiesisieensd | evverveseieeieseeieriereens0 [0 e, [0 (010 T (11 T (01 TR (01 TR (01 [0 R 0
13, ReINSUraNCe CEAEM..........cuuuiiiieiiieiecneesecsreesecsresnrienis | etisenesesse s sesees 0 s | e sensninenes | cenisenssees s snesenenes | wonneens s s | ertiesisneesenssens s ensisens | onessnessnsssesesneseninenies | ceseninseennssensnneennssenes | coseensesnnsnne s snsiensiene | cesnnienssensesnnesnseneisnnes | sniientseniesnrentsenesnntene | foenisnseennesene s
14, Totals (net) (PAGE 3, LINE 7)...c.cuevveeireieeeeeeeeeeee e eees e | e (0 R 0 | () O [0 R (0 R {1 OO {1 OO [0 R (0 O 0 | [0 R 0
0501.
0502.
0503.
0598. Summary of remaining write-ins for Line 5 from overflow page......... [ oooeersenienininninad [0 (01 (0] (0 S (01 S [0 O (0] (0 S (01 O (010 TR 0 [ 0
0599. Totals (Lines 0501 thru 0503 plus 0598) (Line 5 above).......ccevvvers [orrersrsisrriirisiisienad [0 P {0 (1 [P [ (] (1 [P [ P [ [0 I [ P [ 0
T0T . sttt | neteeeten ettt 0 | e | e | e | erernerenesensesessnssnies | seessssessnsesnssesssanennse | rstesnstestesessssesesennns | sesssessssestesessstessnsetns | sesesseesssesesesassessnsints | sresesessnssessssesnssestenes | sesesesesassnsesesnsnensense | tessesesenessssesesesnsnens
1102, bttt | et 0 [ oo [ e | s | s | et | et enes | st | ettt | sesseesne e | et | e
1103, sttt | neteeeten ettt 0 | e [ e | e | e snsntes | seesssiesinsesnssessesanennse | rstessetessesessssesesesnns | sesssessssestesesassessnsetns | sesessessssesesessnsessnsants | sresesessnssessssessssestenes | sesesesessssssensesnsensenne | tessesesesessssesesesnsnens
1198. Summary of remaining write-ins for Line 11 from overflow page...... | ..ooveverieicrrieicinnnnnd (01 RN (01 RN {1 RN 0 [ (0 TR {01 TN {1 R 0 [ (01 TR {01 TR 0 [ 0
1199. Totals (Lines 1101 thru 1103 plus 1198) (Line 11 aboVe).....ccreveees [errrcrrnsresrcnncnrinneend | vieisiisnieisinieedd v | [ (O P {0 {0 [0 P [0 P {0 [ {1 P 0
(@) Includes $.....245,423,000 premium deficiency reserve.




Swenenasoroecenser 3. 05orve. BLUE CROSS BLUE SHIELD OF MICHIGAN
UNDERWRITING AND INVESTMENT EXHIBIT

PART 3 - ANALYSIS OF EXPENSES

Claim Adjustment Expenses

2
Other Claim
Adjustment

Expenses

3

General
Administrative
Expenses

Investment
Expenses

Total

........... 7,253,903

....... 156,639,325

........... 1,132,270
.............. 686,499
........... 9,421,535
........... 1,439,658
........... 1,656,171
........... 1,091,623
......... 55,692,933

................ 57,698

......... 22,539,795
....... 343,818,074
....... 188,226,328
........... 1,675,020
......... 49,886,766
......... 10,974,153
......... 16,514,494
......... 11,846,249
........... 6,293,471
........... 6,606,384
......... 58,523,170
....... 117,262,352
........... 7,239,352
........... 1,815,544
......... 88,960,005

...... (506,872,130)

.............. 963,375

......... 19,912,569

......... 33,483,130
....... 576,668,755
....... 188,226,328

........... 1,675,020

......... 54,774,917
......... 13,044,228
......... 16,514,494
......... 22,905,499
........... 8,711,180

........... 9,150,116

......... 61,274,705
....... 209,182,601
........... 7,682,854
........... 1,818,643

................ 44311

.............. 963,375

......... 32,799,311

....... 117,255,012
......... 58,886,186
......... 57,328,520
......... 25,097,557

......... 49,298,722

....... 446,184,971
....... 150,865,694
....... 135,045,730
......... 56,653,443

....... 128,739,278

(a)...626,908,472
....... 209,751,880
....... 192,374,250
......... 81,751,000

....... 178,038,000

....... 139,898,511

....... 502,450,842

....... 705,817,842

1
Cost
Containment
Expenses
1. Rent($.....31,419,430 for occupancy of own building)...........cc.ccuerveereresreriseiierseniens | cevireins 3,657,041
2. Salaries, wages and other benefits............coocrrnirnciiecereseeeee s | s 75,524,139
3. Commissions (less $...... 0 ceded plus §.......... 0 @SSUMEM).......oorvrrerereeeieeiieeieens | ereeeeseeisesiesisenenans
4. Legal feeS and EXPENSES........coiueurieeiriieiriieirie ettt | ettt
5. Certifications and accreditation fEES..........ovrrrrrrrrirree s | e
6.  Auditing, actuarial and other consulting SEVICES...........cccvvvevririerieeieeeeeseeenn | ceeeinens 3,719,052
7. Traveling EXPENSES.....ccriruiereeereestsseetsesesesssesessssesssssssesessssssssesesessssssssssesessssssssnssnses | seseeseses 1,363,196
8. Marketing and adVertiSing..........ccvueurireirieeriirce s | e
9. Postage, express and telephone............cceerienicnneeeeeseeeeeeenes | e 1,632,824
10.  Printing and Office SUPPIIES........vvvurrrrerrereeeeeeeieeieeeeseisessesssssssssssssssessessessssssssnes | evreesesnenes 973,899
11. Occupancy, depreciation and amortization..............cooeeeerienienenenee e | ereereeenns 878,411
12, EQUIPIMENT. ..ottt st tens | fonbebensetesseense s s
13.  Cost or depreciation of EDP equipment and SOftware.............ccooveurrerninieniicnnens | cevvenenns 1,526,995
14.  Outsourced services including EDP, claims, and other services............cccooeevivevvccns | ceveenee 36,190,874
15.  Boards, bureaus and assoCiation fEES.............ccceueicceeeiseceeeeeeeeee e | oo 384,167
16.  Insurance, eXcept 0N real EStALE..........ccvvveiriieirieiiece et | e 3,099
17.  Collection and bank SEIVICE ChargesS.........cccvuueurireiriieiniieiriieiseiesire e ssiesssessssessssesnns | essessssessssessssessssenns
18.  Group service and administration fEES............cccvvrivrieiiieiicsicrese s | e
19.  Reimbursements by UNINSUrEd PIans...........cvveruenrerereinrnrnineineneinieeseeseessessssssessensns | oeeveens (67,503,507)
20. Reimbursements from fiscal intermediaries............coueirirerniernrieinincnrnerenieees e
21, Real eState BXPENSES.........cviiirieirieirieirieire e | ettt
22, Real eSIate TAXES.......cveiecrcercrceeee e | s
23. Taxes, licenses and fees:
23.1 State and 10cal iNSUTANCE TAXES...........cvuereriiiiniiriirisieeeeeei e | coeresseeneinsensinsensens
23.2 State PremMilm TXES.......cruvirririreiriieirieieie sttt bbb benas | ctenseiessesensesensesenaes
23.3 Regulator authority licenses and fEES..........ccueuririrririirnieeeeseeeeessieiees | e
23.4 PayrOll AXES......cuvieiiieiieiceisieise ettt ntens | enieienaa 4,075,777
23.5 Other (excluding federal income and real estate taXes)...........cccvverreeveeieieinns | v
24.  Investment expenses not included EISEWNETE............cceuiiuriricieiieeeeeissee s | e
25.  Aggregate Write-ins fOr EXPENSES........c.ceveviiirriiriiitsierssctssessse e ssssesssesnnes | erscrssscrssessssesenes 0
26. Total expenses incurred (LINES 110 25).......cveeereerrrrcnineinieeeneeseeseessssssenessssssensees | eoveneens 62,425,967
27.  Less expenses unpaid December 31, CUMTENt YEar.........occvuvirieirineerneienicninsirees | v
28. Add expenses unpaid December 31, Prior YEaT..........ccovereiernieenninieirreesneessenens | cveeiseeisseesseesnaees
29.  Amounts receivable relating to uninsured plans, prior YEar............ccovevennnieniiens | coveeinenesieseeenes
30. Amounts receivable relating to uninsured plans, CUrrent Year............ocoveevieerieineens [erisnnisnieicieisens
31. Total expenses paid (Lines 26 minus 27 plus 28 minus 29 plus 30)..........cccocoveecerreas [ cernnee. 62,425,967
DETAILS OF WRITE-INS
2507, ettt Rttt entas | sebieniesb ettt
2502, oottt nstentas | entiensene st ntiees
2503, bbbttt sttt entas | sntienient ettt
2598. Summary of remaining write-ins for Line 25 from overflow page.........cccoovererrervrecnee | covvvnininrerenns 0
2599. TOTALS (Lines 2501 thru 2503 plus 2598) (Line 25 8bOVE).......cevrwrerrerrarnrnrennnnes | covenresiansisnneeees 0
(@) Includes management fees of $.....48,830,417 to affiliates and $.....62,751,187 to non-affiliates.
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sttementzs foecemer 3, 2050 BLUE CROSS BLUE SHIELD OF MICHIGAN
EXHIBIT OF NET INVESTMENT INCOME

1 2
Collected Earned
During Year During Year
1. ULS. QOVEIMMENE DONMAS......oivviiviicic ettt s bbbt bbbttt ) IR 29,405,190 | .oooververerercieieie 35,003,396
1.1 Bonds eXempt from U.S. taX.......coiueiiieiisicieicectes ettt ssse s ssse st ss s s ssssesssessessessnsessnsens | (@) esssssessssssessesinsessssessessessssesenes

Other bonds (unaffiliated)....
Bonds of affiliates........
Preferred stocks (unaffiliated)..
Preferred stocks of affiliates....
Common stocks (unaffiliated)..

...6,869,344

...106,281,164

...7,159,293

221 ComMMON SLOCKS OF AFfIIALES...........eucvieceeiceecee ettt ese st s st e sttt se e ssseestet st ensssensssnasssessssssnsnans | sessasssnsenssansssessasessnssstensstasassnanss | seees .13,002,150

3. Mortgage loans................

4. REAIESIAIE ..ottt n s s s ntenessnesetensesessnsnsensnsenes | (()erees

B COMTACEIOANS........ocveeece ettt ettt a e bbbt a e e a e ettt e et a bt na et st entesnts | Saebintesnseetes e e e ettt et st se s

6. Cash, cash equivalents and Short-term iNVESIMENLS...........cc.cuveviveiciciee et ssesae s ssssssssssensesens | (€)iene

7. DeriVative INSHTUMENES. ........cieiieieiie sttt sttt n st sesnssesnsassnnsesnnsessnsansansesss | ([)osessnsesessessnssnsessessssessessessnsessnns | o

8. Otherinvested assets...........cccovrereernnn.

9. Aggregate write-ins for investment income.

10.  Total gross iNVESIMENEINCOME...........cociiiiiieiiceiiccteectee ettt ss et en b ben s nssnsebensssessssnnssesessesessnnssssnssnesenens | svererensnrensnenereneens 193,202,840 | ... 206,220,642
11, INVEStMENt BXPENSES.......ocveveiiceiicceeete e 1,010,317
12.  Investment taxes, licenses and fees, excluding federal INCOME tAXES.......c..cviieiiirinieis et sssessssessessessnsessnsessensessssessnnse | () erees 32,205
13, INEEIESE EXPENSE.....vuiviictei ettt bbb bbb R ARt h bbb bbbt et b st st s b s snssnsensessnsstensesansestessnsenensnssnses | (D])essersesnsessesen sttt enae
14.  Depreciation on real estate and other invested assets.... 113,038,586

15.  Aggregate write-ins for deductions from INVESIMENT INCOME. ..o b s bbbt sb bbb s bbb n s bbb st s et enbnsenans | sebessesssssntessetesensasnsensensensnsansed 0
16.  Total deductions (LINES 11 thTOUGN 15)........cuei ittt sttt b s bbbt s et bbb b s bbbt s bbb es e bbb s s s st st esnnas | ebssessssssssssessnssssansas 14,081,108
17. Netinvestment income (LINE 10 MINUS LINE 16)...........cveviiurireiiieieteeieie ettt st st b s bbbt b bbb bbb sttt essnnsens | oebessesnsassessssensansns 192,139,534
0901. SECURITY LENDING INCOME.........ccctuuiuuuiiuiereiisisesesessisesse st sss st sss bbbt
0902. HOME OFFICE RENT
0903. INVESTMENT MANAGEMENT FEES
0998. Summary of remaining write-ins for Ling 9 from OVEMIOW PAGE.........cccviiiieiiieieieice sttt | sbesessessessstes s ses s s st s s snsns 0 | e 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (LINE 9 BDOVE)......ruuururuiuuierrisaeessiesseessesssssssessssessssseessessssssssssesssesssess st snssnsssessesssenssans | sosessssssssssssssssssssasssnsees 949,726 | ..o 31,917,656

. Summary of remaining write-ins for LN 15 frOM OVEITIOW PAGE........vuvrrireiieiscieieeieie e bs bbb bbbt s | 2ebeb et eeesee b st e es s en bbbt entnen 0

1599. Totals (Lines 1501 thru 1503 PIUS 1598) (LINE 155 @DOVE).. ... ruruureruearesreseesresaessmeseeseessessesseeseessessessessessaeseessesseeseessessessessemseesaeeseeseesasssmssessemseeseessassessassenssnssessessanssesss | soessassmssessasssnsssssassasssnsssssessansns 0

(@) Includes $.....3,946,164 accrual of discount less $.....4,227,420 amortization of premium and less $.....30,589,416 paid for accrued interest on purchases.

(b) Includes§.......... 0 accrual of discount less §.......... 0 amortization of premium and less §.......... 0 paid for accrued dividends on purchases.

(c) Includes§.......... 0 accrual of discount less §.......... 0 amortization of premium and less §.......... 0 paid for accrued interest on purchases.

(d) Includes $.....31,419,430 for company's occupancy of its own buildings; and excludes §$.......... 0 interest on encumbrances.

(e) Includes $.....6,380,725 accrual of discount less $.....168,324 amortization of premium and less $.....192,014 paid for accrued interest on purchases.

() Includes§.......... 0 accrual of discount less §.......... 0 amortization of premium.

(@) Includes $.....1,010,317 investment expenses and $.....32,205 investment taxes, licenses and fees, excluding federal income taxes, attributable to Segregated and Separate Accounts

(h) Includes §.......... 0 interest on surplus notes and §.......... 0 interest on capital notes.

(i) Includes $.....13,038,586 depreciation on real estate and §......... 0 depreciation on other invested assets.

EXHIBIT OF CAPITAL GAINS (LOSSES)
1 2 3 4
Realized Unrealized
Gain (Loss) Other Increases
on Sales Realized (Decreases) by
or Maturity Adjustments Adjustment Total

1. U.S. government DONGS........c.cccevieiicvcieiiee e seenees | sevreresesesesssessesenas (BLA0T,445) | oottt | et sennes | et (3,401,445)

1.1 Bonds eXEMPE fIOM U.S. taX......cvcreieiiieiiisieieseeiesieteseiessines | eoveressississssses s sssssssssessssesss | esessessesssssesesssssessessssessssessesesins | ssessssssssesssssssesssssssessesessessesssesss | sesesissssssssessssessessessssessssesssens 0

1.2 Other bonds (UNaffili@ted)...........cccrrrurreiiircririecicienies | e (24,408,211) | covovererecreerieies (312,370) | c.ovveeereeeereeieeeererrsseineieees | erveeisesisesesisenens (24,718,581)

1.3 BONAS Of AffIAIES. ... ...cvueiceccs i [ e | freb ettt | eebetb ettt nies | bt bbbt 0

2.1 Preferred stocks (Unaffiliated)...........cccovevivereieiiicieiceieieicens | e 2,152 | ot | ettt tsnies | sresstes e 2,152
211 Preferred Stocks Of AffliAES...........curiuiiiiriciis || bbbttt | eebeta et nies | bttt 0

2.2 Common stocks (Unaffiliated)...........cccveeierrirernieirieecseeeien | e 16,805,488 | ....oovoverereierireas (1,533,225) | covovvevrreieiesisereseseeissienens | e 15,272,263
2.21  COmMMON StOCKS OF AFfIIAIES. .......cvuceeeeeereeeirciecicircisriiecinciscinies [ ettt teiee | feesestsessessest st sessesseesesbenesessestenes | setessessaessessassessessessessesssee et esies | sebseesssssssssnsbssss st sene st st st 0

3. MOMGAGE [0ANS.......c.oiieiicie ettt snsess | sresessesissssse st sst st s s sesessesssenses | sssesssessesses st et ses e esse s ss et anteset | siebesteseseten b es et s st estentes e tantes | Sbebetesssses s s et et n et 0

4. REAIESIAIE. ..ttt ntns | nebsee ettt ettt st enteeene | SEetebeeEesEee b et see b e s s b sk eesEenb st ans | eessEesEieesestessentses s et st st enentenee | fietsebieet et na et ettt nes 0

B COMITACE IOBNS.......eo ettt ettt sessessessenes | ceesesessessessssssessessessesssssesestansns | eesstsesessassessanssessassastanssessastasss | sesesssssanssnssnssessusssnssnssesssnssnssnsins | setsesssssmssnssnssssssassssnssnesssssens 0

6.  Cash, cash equivalents and short-term investments...........ccccoeee | ovrerrrrenenernnnenennens (38,987) | cvvvvveerereernernereereeseesnsssesnsnnies | eeeseessssseseessssessssssssesnssssneess | sresesesssensssssssssseeens (38,987)

7. DEriVAtiVE INSITUMENES........cvuivieiieciieeicecteee e ssseies | cosaese st s e sssaesas | esssssssessesssessessesssssssessnssssesnsens | sbssessessessssssesasssstessssesssssesnseses | sesebssissssessssesessesassesessassssans 0

8. OMhEriNVESIEA ASSELS.........oeiieiceeictccee ettt | eesessseesssse st ss e estes s besaesns | sesesssessessesassesessesessesssssessssessnss | soetessesiessssesssssssssasssssssensesssasaes | stesstessissesesseseesses st esse s et ensesas 0

9. Aggregate write-ins for capital gains (I0SSES)........vvureverrrrerrerrirns | crrereriaseeresissssesseessesssssenes [0 R {0 O (O O 0

10.  Total capital gains (I0SSES).....ccererererrrerrerrirsiinsisressessesssessesssssesens | ceesssssessssssessesssennes (11,039,003) | ...voovererereeiarens (1,845,595) | ovoveeeieresei e (O (12,884,598)

DETAILS OF WRITE-INS

0907, 1ttt ettt | HresteRt et s st et ekt s bkt ent st e | Sebiest e Rbsee s Rt RRs ekt e st st st eens | st esseee b st ettt ettt nis | Sfnbiestiest et b et s et 0
0902, .ottt | iebte sttt sttt es s st | Sebiesseats et st eR st sttt et entens | Hiestessens s st st ettt ettt | Htnbiessaest sttt ettt 0
0903, ettt nss | Sieetest et st skt s b s s st st s | Sebieet e eesee s Rt eR sk Rt e Rt st st ees | Hiestessees b st bbbttt s bt | Sfebiestest bt bt bs st 0
0998. Summary of remaining write-ins for Line 9 from overflow page.... | o.oovvveeeeenreneieereeeeseeeens [0 U (01 O 0 | oo 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (Line 9 @DOVE)......ccrrweree | correrrsrrresessrrnressessesesssnesseeens [0 R {0 R [0 0
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Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

EXHIBIT OF NONADMITTED ASSETS
1

Current Year Prior2Year ChangeBin Total
Total Total Nonadmitted Assets
Nonadmitted Assets Nonadmitted Assets (Col. 2-Col. 1)
1. BONAS (SCREAUIE D).ttt ssnseinnaes | retessbesnebe et e st e et ebesebenebens | febsebasssbasstessebessbesebesebessetesanes | ebeseteneisneisne et e et 0
2. Stocks (Schedule D):
2.0 PrEfErmed SIOCKS. ..o | s | ettt | e 0
2.2 COMMON SEOCKS. ....vvucerreuceriicenriceeeseeeesseeeesseese sttt ssssiessesssssenssnnes | soeisesssssnessssennssees 157,340,448 | ..coovevcreene 39,522,623 | ..ovvies (117,817,825)
3. Mortgage loans on real estate (Schedule B):
BT FIESEIIENS ettt | bbb | ettt enes | eree e 0
3.2 Other than firSt HIENS.......c..cvueiiiieee et sstes | reteisee st senns | eeseeseses e nee sttt essessensenses | rereeetee ettt 0
4. Real estate (Schedule A):
4.1 Properties occupied by the COMPANY.........oeuiiiriiiierereiesseneees | ereeieseeseeseseneies | et eseeseses | sesesesesesesee e naees 0
4.2 Properties held for the production Of INCOME.........c.cuiurirriiriririeeererscseees | rerreereensinsesssssssssssssesseeeees | seeeeesenseseenesssesssssssssessessessessens | neeneesseseessenssnsessesssssssssessessesne 0
4.3 Properties NEld fOr SAIE..........ccccievivciiiciiicsese e sssssssssesenes | s ssies | serisie ettt sns | eerebeeie s eee 0
5. Cash (Schedule E-Part 1), cash equivalents (Schedule E-Part 2)
and short-term investments (SChedUIE DA)............ciirirninirneeesieinees [ e | ceeseseeeee e sssssssssessens | seresesesesesese s 0
8. COMITACE I0BNS.......vvvvereeieeeecici ettt sntns | ebetssessessstsstssssssessessensensenssnnees | coessessessesesnet st net sttt estensenes | ereneren et 0
7. Other invested assets (SChedule BA)..........ccoveeiieiieeeee e | sveiessssesnssessssesssesens 6,873,175 | oo 8,665,924 | ...cvovvvieeeee 1,792,749
8. RECEIVADIES fOr SECUMHIES. .. ...t seesssssssssnes | ceeensesensesssssssssassassessessessesnnannes | oeesesseeseeensensenssnsssssassassassassesss | sermeeensesesenseeensenssnsssssessessens 0
9. Aggregate write-ins for iNVESEA @SSELS...........ccoviviiiuiiirieieee et | erriersses et eaenaa 0 [ e 0 [ i 0
10. Subtotals, cash and invested assets (LINES 110 9).......c.cceviveieveicciieeeeseee e | e 164,213,623 [ oo 48,188,547 | ..o (116,025,076)
11, Title plants (for Title INSUMEIS ONIY)..........ccievireieiciciee ettt ses | et snns [ eeretessesssses st s ssse st ssse st ssnseses | essesessessssessssesessesss s s saesaed 0
12, Investment iNCOME dUE @NT @CCTUBT. .........c.vuiereieeiieiieiereieieisississis s | seresessessssssssss e senes | coesenesneses st ssssssessessessensens | seriesesesesessessesssessssssessessesse 0
13.  Premiums and considerations:
13.1 Uncollected premiums and agents' balances in the course of Collection............cccceee | overieniiniinincines 2,118,971 | oo | e (2,118,971)
13.2 Deferred premiums, agents' balances and installments booked but
deferred and NOL YEE AUE..........criiuree et eisseies | ettt sssebens | resebstset st sts bbbt nsrens | etseten et 0
13.3 Accrued retroSpective PremMIUMS.........c.ocucurieeurireurireiniieineseisese st ssiesssessassnins | eesiessssessssesssesssesees 8,805,263 | ...oovveiieiee 494,855 | .o, (8,310,408)
14. Reinsurance:
14.1 Amounts recoverable from FBINSUIETS..........c.veuiuriireieieireirsinininsereeeeeieis | sersesseissississseseses s | coneeeineiseisi s ssssssessessessesens | seresesessesnesesssisstsssssssssessenae 0
14.2 Funds held by or deposited with reinSUred COMPANIES.............c.eveeriereeiiriirienieniees | rerrerneineinsinseseneeeeeenenes | et ssssssssessesesens | sereseseseseses s 0
14.3 Other amounts receivable UNder reiNSUrANCE CONTACES.............oveveirerreerireereireeneens | reereeneesesnsiessesseeneeeeneseeseneenes | coreereinsinsensensesssssssssessessessessesees | seeneeseessessensssssnssnsssssasssssessesnn 0
15. Amounts receivable relating to UNINSUIEd PIANS............ccevreriririrrirereiseiscseeeees | reereereeseensenssssessnesesesesesesneses | corseeensinensessesssssssssssssssessessessens | seeseeseesesnsssensensesssesssssassessesnn 0
16.1 Current federal and foreign income tax recoverable and interest thEr€ON............ccoccevvveies | coveeiieiieeieeee e | e srenns | e ses 0
16.2 Net deferred taX @SSBL........coviceeeeeeeeeeee et es st sssenesesnssnenes | evevesereesesseeseaeaenas 68,394,892 | ..cooveviie 57423618 | oo (10,971,274)
17, Guaranty funds reCeivable OF ON AEPOSIE...........ciurrrererrirririreeeierineieiseesssssesesessssesss | seeeessessessssssssssssessessessesessssssnns | sessseesesssssssssssssssssssassessessessessess | sesseessssssssssssssssssssssssassassessesn 0
18. Electronic data processing equipment and SOftWAIE...........couevrreirrinreinireersersenssesesennens | seveseeseeseesssnneeeens 81,416,959 | oo 50,864,535 | ..cooovvrrieirininne (30,552,424)
19.  Furniture and equipment, including health care delivery assets...........cococvviennnicnccinns [ v, 13,934,235 [ oo 11,859,014 | oo (2,075,221)
20. Net adjustment in assets and liabilities due to foreign eXChange rates..........covererinnees | v | ettt etenes | oeseereiese e naes 0
21. Receivable from parent, subsidiaries and affiliates...........ccovrirrirniiriiiieies | s | ettt tes | nebeb ettt 0
22. Health care and other amounts reCeivVabIE.............cccvvvivviieeceeceee s | e 2,540,486 | ..coovviieeeeee 2,602,181 | covvvceeeeeeeeead 61,695
23. Aggregate write-ins for other than invested aSSEts...........cocevirrieriiinienieenieseins | e 127,732,447 | oo 102,431,121 | oo (25,301,326)
24. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (LInes 10 throuGh 23)........c..cuerierirrineicnesinessnessenesssenssssssenesenenns | v 469,156,876 | ...covvvcereriiirnines 273,863,871 [ oo (195,293,005)
25.  From Separate Accounts, Segregated Accounts and Protected Cell ACCOUNES..........cvvees [ covreireireineeneinsineininieinieieieens [ e | oneeessssesessssssesssssssssessessessenes 0
26. TOTALS (LINES 24 AN 25)........cccueirrierirricineiicineiecinesssinssssisesssinesssesssssssssssssssssssssss | oeenesssssnssssenssenens 469,156,876 | .....ovvvvvererrriirninen 273,863,871 [ oo (195,293,005)
DETAILS OF WRITE-INS
0907, 1eeeteseeseet ettt bRkttt nets | Hebietb R e bbb b bbbt et | HEeeiee bbb bbbt enbes | ebseeb b sttt 0
0902, ..ottt E bbbkttt netn | Hebietb Rt bbbttt ents | HEebie bbbt bbb enbes | ebsent bbbttt 0
0903, ..ottt E £kt b et eees | Hebiesb R s ettt s st st st nnts | SEetieeb ettt bttt enb s | eeseet et sttt 0
0998. Summary of remaining write-ins for Line 9 from overflow page...........ccooeeerienernenns | ceeieisieee s 0 | oo 0 | oo 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (Ling 9 @bOVE)........coviiiuiiiiiiiiieiiieiiiiiceiinies | e 0 ] o 0 ] o 0
2301. Miscellaneous Accounts RECEIVADIE............c.c.cvvcecveieieececeeeeeeece e | eveeeeeeesee e 2,535,548 | oo 4,279,882 | oo 1,744,334
2302. Prepaid and Other ASSELS.........c.cueiriieirieirieieieieieeieie et ssssessssens | sesesesessssessssesseseseses 5,131,501 | oo 2,260,649 | oo, (2,870,852)
2303. Company OWned AULOMODIIE.............cccuiveiiieiie e snies | oreressessssesesseess e snes 634,318 [ cooveeeee 753,390 [ cvovreeeeee 119,072
2398. Summary of remaining write-ins for Line 23 from overflow page..........ccoooveereerrnreneonee | covveveenenieieinens 119,431,080 | .ooveveveeeeieine 95,137,200 | .ocvoveriiiie (24,293,880)
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 8DOVE)......c..vuiverierirsieniisirirssensrsnenes | eoeessissensnssenssenees 127,732,447 | oo, 102,431,121 | oo (25,301,326)

16



Ll

statementas of Decerber 31,2006 otie. BLUE CROSS BLUE SHIELD OF MICHIGAN
EXHIBIT 1 - ENROLLMENT BY PRODUCT TYPE FOR HEALTH BUSINESS ONLY

Total Members at End of 6
1 2 3 4 5 Current Year

Prior First Second Third Current Member

Source of Enrollment Year Quarter Quarter Quarter Year Months
1. Health MaiNTENANCE OFGANIZAtIONS. ........cuveereueerieeceeeeseereese s eeseese s eseessesseese s st eee st esseesesss e es st eesee s esseesessesssessessassesssessessassens | setssssssressssssnssnessastassansnessnsssntassns | sessesssssressssnssnssnessassassnssnsssssassnnsns | sesseessssnessssnssssssssssssnssnessessnssnssnens | nessessessmssssessssessesssessessessnssnnssnsnnsss | sessesssssmesssssssssssesssssnssnessessssnssnnsns | nessessessessssesssssssesssessesssssessnsssssnsens
2. PrOVIAEr SEIVICE OFGANIZAtIONS. ........cvivivieteieiieiteteetete ettt et et ae ettt st et s bbb b s b et st et b s st ebesseae b bssseses e sebabassssssssans | nebebesssssssssssssesessstesssessesesessesesananss | sssebessssesessssssesesantessssnsesetentesesassns | sbsssetesestesessssesetestetesassssetessetetesanns | sessssesesostesesssesesessetesassssetessnsesesans | stessssssesssesessssssetassesesesassesasassnsesas | ebesssesessssetessssnsesssssteses s et asessnsens
3. Preferred provider OrganiZations..............cccveuiiiveiireieeieseiee ettt st bbb bbb ns b b se st st esns | sressessaens sttt bnee 1,060,477 | .ovoeveeereeeierereienns 1,090,159 | .ovoverireieieieienne 1,106,375 | .oeevireveeeeeeieinns 1,128,785 | oo 1,149,446 | ..o 13,391,819
4. POINE OF SEIVICE.....cvvueveseetaeriseies sttt 8188t | Heste bbb 57,983 | .o 56,684 | ..o Y 7 R 57,016 |.ovveeveerirecereniniecenennns 56,805 | ..ocevuriercririrereiieeia 685,717
T 1110410 TP OSSP PTOTSPR OTEOT S 528,135 | .oveoeeerreeireeeneeeseeeneens 524794 | oo 520,770 | .oveoverrreereereeernreeenenes 497,298 | ..o 483,059 | ..o 6,135,608
6.  Aggregate write-ins fOr Other lINES Of DUSINESS.........c..cuiuiiiiiiciecte ettt s s enns | ontesssssstsstes st en et sssenaes 893,706 | ..o 897,000 | .ooveirreeeeeee s 887,291 | oo 887,374 | .o, 880,138 | ..o 10,641,485
T TO0Bl. ettt | eretene ettt 2,540,301 | oo 2,568,637 | ... 2,571,920 | oo 2,570,473 | oo 2,569,448 | ... 30,854,629

DETAILS OF WRITE-INS

06071, NAHONAI STOPIOSS. ..vvuvvvvueerairreeesseeseeessereseessseess s sess st et eess st s eS8t nessnns | eesssessnesssesseesstsanssaneen 250,390 | ovooneereereerere s 250,948 | ..o 238,399 [ oo 234,531 | oo 234,319 | oo 2,895,441
0602, LOCAI SEOPIOSS.......cverceeaerereeeseisseeeseeseeesseessee s ses st s s8££ttt | eesies st nnt et 843,316 | oo 646,052 | ...ooveorrireeree s 648,892 | ....ooverreind 652,843 | ..o 645,819 | oo 7,746,044
G OO OO OO oo OO OO OOl OO OO ROTl TP O STRRRRON
0698. Summary of remaining write-ins for Ling 6 from OVEMIOW PAGE.......cc.vureiiiirrieniireireiineinsiseiseseetseisetsesesssstsss st st ssssssssstns | eesessesssssssssessessessssssessessessasssnenn (0 O L0 OO [0 0 | oo 0 | e 0
0699. Totals (Lines 0601 thru 0603 plus 0698) (LINE 6 @DOVE)..........ccueuuirerireeerseisiessresisesssesssssssnesessenssssessssesssnssssesssesnssssssssnsaseses | ossssscsssssssesssssssssssssnes 893,706 | ...oovvenrrrirericisnienens 897,000 | ..o 887,291 | oo 887,374 | ..o 880,138 | ...oovrreerrrereriins 10,641,485




Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

NOTES TO FINANCIAL STATEMENTS
NOTES TO STATUTORY BASIS FINANCIAL STATEMENTS

FOR PERIOD ENDED DECEMBER 31, 2006

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Accounting Practices

In accordance with Michigan Public Act 350 of 1980 and amended by Act 59 of 2003, the financial
statements of Blue Cross Blue Shield of Michigan (BCBSM or the “Company”) are presented on the basis of
accounting practices prescribed or permitted by the Michigan Office of Financial and Insurance Services
(“OFI1S”). Prior to Act 59, BCBSM was required to prepare its Annual Statement in accordance with
accounting principles generally accepted in the United States of America (“GAAP”). The final year of
reporting statutory basis financial statements in accordance with GAAP was 2003. As described below,
effective March 31, 2004, all quarterly statements filed with the OFIS were prepared using prescribed and
permitted Statutory Statement of Accounting Principles (“SSAP”).

OFIS recognizes only statutory accounting practices prescribed or permitted by the State of Michigan for
determining and reporting the financial condition and results of operations of an insurance company. OFIS
adopted the National Association of Insurance Commissioners’ Accounting Practices and Procedures
Manual (“NAIC SAP”) as the basis for its statutory accounting practices without exception. Also, the
Commissioner of OFIS has the right to permit other specific practices that may deviate from prescribed
practices. In accordance with Act 59, the Company, in agreement with OFIS, adopted a three-year plan
allowing transition of its reporting from GAAP to NAIC SAP. Implementation of the transition plan began
with the statutory filing for the first quarter ended March 31, 2004. All statutory requirements under the
transition plan will be fully adopted by and phased in by January 1, 2007. The accompanying financial
statements have been prepared in conformity with accounting practices prescribed or permitted by OFIS.

The significant elements of the transition plan, as set forth in State Order No. 06-054-M are as follows:

1. Bonds—The Company has reported any security purchased on or before December 31, 2003, on a
GAAP basis and any new securities purchased after December 31, 2003, has been and will be reported
in accordance with NAIC SAP. Approximately 33% of the Company’s portfolio will be valued on a SAP
basis after year one, 66% after year two, and the entire balance after year three.

As of December 31, 2006, $1.79 billion of the $1.80 billion of bonds held at December 31, 2003 have
been disposed of, representing a 99% cumulative churn rate as of the third year of transition.

2. Investment in subsidiaries—The Company uses the equity method and follows NAIC SAP in valuing its
subsidiaries. The Company has three years to record the statutory impact to surplus for investment in
subsidiaries based on the following percentages: first year 25%, second year 50% and third year 75%.

In accordance with SSAP No. 68, Business Combinations and Goodwill, the Company reports its
investments in subsidiaries inclusive of related goodwill balances. Included in the Company’s common
stock balance are the investments in Blue Care Network of Michigan, The Accident Fund Insurance
Company of America, DenteMax, and Michigan Health Insurance Company (MHIC). As of December
31, 2006 the breakdown between goodwill and investments in subsidiaries is shown on the following

page.
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Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

NOTES TO FINANCIAL STATEMENTS

Statement Value

Common Stock Investments in Subsidiaries:

Investment in BCNM* $ 267,779,259
Investment in AFICA 499,126,344
AFICA goodwill 46,647,300
Investment in DenteMax 648,056
DenteMax goodwill 965,300
Investment in Lifesecure 23,457,000
Investment in MHIC 5,108,773
MHIC goodwill 23,259,473
Amount included in common stock $ 866,991,505
Summary:
Investment in Subsidiaries $ 796,119,432
Goodwill 70,872,073
Total $ 866,991,505

* Includes investments in BCNM, Blue Care of Michigan, Blue Care Network Medical
Malpractice Self-Insurance Trust, Blue Care Network Stop-Loss, and Casualty Self-
Insurance Trust

As of December 31, 2006 the Company’s goodwill balances were fully admissible based on the calculation
set forth in the transition plan. The goodwill limitation calculated based on the transition plan was $285.6
million and the Company’s actual goodwill balance was $70.9 million, resulting in a fully admitted asset.

The investment balances shown above for the Company’s investments in insurance SCA entities, BCN and
AFICA, are reported based on the underlying statutory equity of these entities adjusted by the phase-in
percentage allowed under the transition plan.

A B C D A+D
100% 75% Transition
GAAP Equity  SAP Equity Adjustment Phase-In Statement Value
Investment in BCN 362,529,009 236,196,009  (126,333,000) (94,749,750) 267,779,259

Investment in AFICA* 547,267,344 483,079,344 (64,188,000) (48,141,000) 499,126,344
* Excludes goodwill

The remaining entities, DenteMax, LifeSecure, and MHIC were acquired or organized subsequent to the
effective date of the transition plan; and therefore, are not subject to the phase-in requirements.

3. Goodwill—The Company has applied NAIC SAP guidelines. However, beginning January 1, 2004, the
percentage of surplus limitation was as follows: first year 16%, second year 14%, and third year 12%.

4. Regulatory asset—The regulatory asset (which was fully collected in 2005) was nonadmitted based on
the following percentages: first year 25%, second year 50%, and third year 75%.

5. Furniture, equipment and automobiles—The Company has nonadmitted balances in accordance with
SSAP No. 19, Furniture and Equipment; Leasehold Improvements Paid by the Reporting Entity as
Lessee; Depreciation of Property and Amortization of Leasehold Improvements and SSAP No. 20,
Nonadmitted Assets.

6. Retiree health obligation—The Company discontinued reporting an obligation for nonvested
employees. The statutory impact will be reported in the first year of the transition.

7. Retiree pension asset—The Company has nonadmitted the balance based on the following minimum
percentages: first year 25%, second year 50% and third year 75%.

8. Prepaid expenses and other assets- The Company has nonadmitted balances in accordance with
NAIC SAP.

A reconciliation of the Company’s net income and surplus between GAAP, NAIC-SAP and practices
prescribed and permitted by the OFIS is shown below (in thousands):

251



Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

NOTES TO FINANCIAL STATEMENTS

Michigan OFIS NAIC
Transition SAP  Full SAP

GAAP net income, December 31, 2006 $ 210,191 $ 210,191
Add (Deduct) GAAP to NAIC SAP differences:

Sale-leaseback adjustments 10,999 10,999

Reduction of nonvested pension expense 2,909 2,909

Deferred implementation premiums expensed (3,164) (3,164)

Affiliates' earnings reclassed to change in unrealized capital gain (56,332) (56,332)

Deferred tax expense reclassed to equity section (5,676) (5,676)
Statutory net income, December 31, 2006 $ 158,927 $ 158,927
GAAP surplus, December 31, 2006 $ 2,840,230 $ 2,840,230
Sale-leaseback adjustments 66,752 66,752
Deferred tax asset on sale-leaseback (13,351) (13,351)
Goodwill amortization (20,406) (20,406)
Preferred stock and bonds market value adjustment (1,902) (1,902)
Bond adjustment, net of tax (7,370) (7,697)
Accrued retrospective premiums (10,925) (10,925)
Investment in subsidiaries (157,341) (204,971)
Other invested assets (6,873) (6,873)
Furniture, fixtures and automobiles (14,569) (14,569)
Retiree health obligation 139,275 139,275
Retiree pension asset (78,547) (104,729)
Implementation premium (32,622) (32,622)
Nonadmitted portion of advances to providers (40,885) (40,885)
Nonadmitted deferred tax asset (68,395) (68,395)
Electronic data processing equipment and software (81,417) (81,417)
Health care receivables (2,541) (2,541)
Prepaid and other assets (5,132) (5,132)
Miscellaneous receivables (2,536) (2,536)

Total adjustments (338,785) (412,924)
Statutory surplus, December 31, 2006 $ 2,501,445 $ 2,427,306
Risk based capital percentage 787% 773%
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Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

NOTES TO FINANCIAL STATEMENTS

Michigan OFIS NAIC
Transition SAP Full SAP
GAAP net income—December 31, 2005 $ 336,888 $ 336,888
Add (deduct) GAAP to NAIC SAP differences:
Sale-leaseback adjustments 15,292 15,292
Reduction of nonvested pension expense 13,002 13,002
Deferred implementation premiums expensed (29,458) (29,458)
Affiliates’ earnings reclassed to change in unrealized
capital gain (106,264) (106,264)
Deferred tax expense reclassed to equity section (36,456) (36,456)
Statutory net income—December 31, 2005 $ 193,004 $ 193,004
GAAP surplus—December 31, 2005 $2,597,192 $2,597,192
Sale-leaseback adjustments 55,753 55,753
Deferred tax asset on sale-leaseback (11,151) (11,151)
Goodwill amortization (13,604) (13,604)
Preferred stock and bonds market value adjustment (3,614) (3,614)
Bond adjustment—net of tax 3,406 (574)
Accrued retrospective premiums (495) (495)
Investment in subsidiaries (39,523) (69,618)
Other invested assets (8,666) (8,666)
Furniture, fixtures, and automobiles (12,613) (12,613)
Retiree health obligation 136,365 136,365
Retiree pension asset (61,916) (123,831)
Implementation premium (29,458) (29,458)
Nonadmitted portion of advances to providers (33,222) (33,222)
Nonadmitted deferred tax asset (57,424) (57,424)
Electronic data processing equipment and software (50,865) (50,865)
Health care receivables (2,603) (2,603)
Prepaid and other assets (2,261) (2,261)
Miscellaneous receivables (4,280) (4,280)
Total adjustments (136,171) (232,161)
Statutory surplus—December 31, 2005 $2,461,021 $2,365,031
Risk based capital percentage 892% 850%

B. Use of Estimates in the Preparation of the Financial Statements

The preparation of statutory-basis financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent assets
and liabilities at the date of the statutory-basis financial statements and the reported amounts of revenue
and expenses during the period. Actual results could differ from those estimates.

C. Accounting Policy

1. Short-term investments and cash equivalents are recorded at amortized cost, which approximates market
value, and include commercial paper, certificates of deposits, and other readily marketable investments
with initial maturities less than one year for short-term investments and three months or less for cash
equivalents.

2. Bonds not backed by other loans that have an NAIC designation of one or two are stated at amortized
cost using the interest method. Bonds with an NAIC designation of three or higher are carried at the
lower of amortized cost or fair market value. Bonds that were purchased on or before December 31,
2003, are stated at fair market value pursuant to the transition plan.

3. Common stocks are valued as prescribed by the Securities Valuation Office (“SVO”) of the NAIC.
Changes in unrealized appreciation and depreciation in the value of common stocks are reflected as
direct increases or decreases in surplus.

4. Preferred Stocks are stated at book value for NAIC classes one and two and lower of book value or
market for NAIC classes three through six.

Mortgage loans on real estate — NOT APPLICABLE

Loan-backed securities are stated at either amortized cost or the lower of amortized cost or fair value.
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Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

NOTES TO FINANCIAL STATEMENTS

2.

Premiums and discounts on loan-backed bonds and structured securities are amortized using the
retrospective method based on anticipated prepayments at the date of purchase. Prepayment
assumptions are obtained from broker dealer survey values or internal estimates. Changes in estimated
cash flows from the original purchases assumptions are accounted for using the retrospective method.

Investment in subsidiaries and goodwill- The Company uses the equity method and follows NAIC SAP in

6.

valuing its subsidiaries. The Company has three years to record the statutory impact to surplus for
investment in subsidiaries based on the following percentages: first year 25%, second year 50%, and
third year 75%. The Company will follow NAIC SAP guidelines for goodwill using the following
percentage of surplus limitation: first year 16%, second year 14%, and third year 12%.

Investments in joint ventures, partnerships and limited liability companies- The Company has minor
ownership interests in partnerships or limited liability companies. The company carries the investment in
partnership based on the underlying audited GAAP equity of the partnership.

Derivatives — NOT APPLICABLE

A liability for premium deficiency losses is recognized when it is probable that expected claim losses and

allocable administrative expenses will exceed future premiums on existing health and other contracts
without consideration of investment income. For purposes of premium deficiency losses, contracts are
grouped in a manner consistent with the Company’s method of acquiring, servicing and measuring the
profitability of such contracts. Premium deficiency losses are generally released over the period that the
contract is in a loss position. The Company did not consider investment income as a factor in the
premium deficiency calculation.

The liability for incurred but unpaid and unreported medical and hospital claims is accrued in the period

during which the services are provided, and includes actuarial estimates of services performed which
have not been reported by providers to BCBSM. Such estimates are based on historical claims
experience modified for current trends and changes in benefits provided. Revisions in actuarial
estimates are reported in the period in which they arise

Real Estate — Real property occupied by the Company is stated at cost and is depreciated using the
straight-line method over estimated useful lives ranging from 30 to 40 years for buildings.

Long-Lived Assets - Long-lived assets held and used by the Company are reviewed for impairment
based on market factors and operational considerations whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be recoverable.

Premium and Fee Revenues - Premiums, which generally are billed in advance, are recognized as revenue

during the respective periods of coverage. Premiums applicable to the unexpired portion of coverage are
reported as unearned revenue. Fee revenue primarily consists of administrative fees for services
provided under administrative service contracts (“ASC”), including management of medical services,
claims processing and access to provider networks. Under ASC arrangements, self-funded groups retain
the full risk of paying claims. Amounts due from ASC groups are equal to the amounts required to pay
claims and administrative fees. Administrative fees are earned as services are performed and are
calculated based on the number of members in a group or the group’s claim experience. Since benefit
expenses for ASC arrangements are not the responsibility of the Company, claims paid by the Company
and the corresponding reimbursement of claims are not reported in the accompanying statutory basis
financial statements. Administrative fee revenues related to ASC arrangements are included as a
reduction in operating expenses, cost containment expenses, and other claim adjustment expenses.

ACCOUNTING CHANGES AND CORRECTIONS OF ERRORS

A. Under the provisions of Act 59, the Company is required to prepare statutory financial statements in

B.

accordance with NAIC SAP prescribed or permitted by OFIS. Prior to the enactment of the new law, the
Company was required to prepare its statutory statements in accordance with GAAP.

The Company and OFIS have agreed to a three-year plan that will allow the Company to transition its

statutory reporting from GAAP to SAP in a non-disruptive manner. Implementation of the transition plan
began with the statutory filing for the first quarter ended March 31, 2004.

3. BUSINESS COMBINATIONS — NOT APPLICABLE

4.

DISCONTINUED OPERATIONS — NOT APPLICABLE

INVESTMENTS

A. Mortgage Loans — NOT APPLICABLE
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Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

NOTES TO FINANCIAL STATEMENTS
B. Debt Restructuring — NOT APPLICABLE

C. Reverse Mortgages — NOT APPLICABLE
D. Loan-Backed Securities - Loan-backed securities are stated at either amortized cost or the lower of
amortized cost or fair value. Premiums and discounts on loan-backed bonds and structured securities are
amortized using the retrospective method based on anticipated prepayments at the date of purchase.
Prepayment assumptions are obtained from broker dealer survey values or internal estimates. Changes in
estimated cash flows from the original purchases assumptions are accounted for using the retrospective
method.
E. Repurchase Agreements — NOT APPLICABLE
F. Real Estate — NOT APPLICABLE
5. JOINT VENTURES, PARTNERSHIPS, AND LIMITED LIABILITY COMPANIES

A. The Company has no investments in partnerships or limited liability companies that exceed 10 percent of its
admitted assets.

B. The Company did not recognize any impairment for its investments in partnerships or limited liability
companies during the statement period.

6. INVESTMENT INCOME
A. Investment income due and accrued with amounts that are over 90 days past due will be nonadmitted.
No investment income due and accrued was nonadmitted at December 31, 2006.

7. DERIVATIVE INSTRUMENTS — NOT APPLICABLE
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Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

NOTES TO FINANCIAL STATEMENTS

INCOME TAXES

A. The components of the net deferred tax assets at December 31 are as follows:

2006 2005
Total of all gross deferred tax assets (admitted and nonadmitted) $ 172,383 $ 168,755
Total of all gross deferred liabilities (61,354) (54,847)
Net deferred tax asset 111,029 ” 113,908
Deferred tax asset nonadmitted in accordance with SSAP No. 10 (68,395) (57,424)
Net admitted deferred tax asset $ 42,634 $ 56,484
(Increase) in nonadmitted asset $ (10,971) $ (26,735)

B. Unrecognized Deferred Tax Liabilities — Not Applicable

C. Current income taxes incurred at December 31 consist of the following:

2006 2005
Federal income tax on earnings other than net capital gains $ 47,406 $ 92,806
Amounts incurred relating to prior years (11,762) (22,679)
L r
Total fedral income taxes incurred $ 35,644 § 70,127

The main components of the deferred tax amounts at December 31 are as follows:

2006 2005
Deferred tax assets:
Amounts accrued for postretirement benefits $ 88,434 $ 79,436
Amounts accrued for premium deficiency 49,085 54,380
Discount of claim reserves 7,035 8,000
Amounts accrued to groups 400 400
Accrued expenses and bad debts 27,429 26,539
Total deferred tax assets 172,383 168,755
Nonadmitted deferred tax assets (68,395) (57,424)
Admitted deferred tax assets 103,988 111,331
Deferred tax liabilities:
Unrealized capital gains on investments 11,441 4,902
Rate recovery from area rated groups 1,630 1,344
Amounts prepaid for pension benefits 15,105 18,312
Depreciation, amortization and other 33,178 30,289
Total deferred tax liabilities 61,354 54,847
Net admitted deferred tax assets $ 42,634 $ 56,484

D. The actual effective tax rate differs from the expected AMT rate of 20 percent primarily due to the tax
impact recognized on the tax adjustments attributable to prior years.

E. AtDecember 31, 2006, the Company does not have any unused operating loss carryforwards available to
offset against future taxable income.

F. The Company and two of its taxable subsidiaries, Accident Fund and DenteMax, file a consolidated federal
income tax return. Further, the Company has tax sharing agreements with these taxable subsidiaries to
provide that each taxable subsidiary is responsible for its own federal tax liability. A third subsidiary,
LifeSecure, is also taxable, but existing tax legislation does not permit consolidation with non-life entities for
the first five years of existence.

8. INFORMATION CONCERNING PARENT, SUBSIDIARIES AND AFFILIATES

The Company is incorporated as a nonprofit corporation under the provisions of Public Act 350 (“P.A. 350”) of
the State of Michigan. Hospital, medical and other health benefits are provided under contracts with subscribers.
The Company owns 100% of Blue Care Network of Michigan (“BCNM”) and 100% of Michigan Health Insurance
Corporation (“MHIC”), two health maintenance organization (“HMQO”) subsidiaries that provides health care
services to subscribers and contracts with various physician groups, hospitals and other health care providers to
provide such services. The Company also owns 100% of Accident Fund Insurance Company of America
(“AFICA”"), a provider of workers’ compensation insurance, and DenteMax, providers of network services. The
Company also formed and owns 100% of LifeSecure Insurance Company, a long-term care insurance
subsidiary. LifeSecure received final certificate of authority on July 7, 2006 from OFIS.
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Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

NOTES TO FINANCIAL STATEMENTS

10.

BCBSM conducts business transactions with its wholly owned subsidiaries on a routine basis. The Company
uses the equity method and follow NAIC SAP in valuing the subsidiaries. The Company will have three years to
record the statutory impact to surplus for investment in subsidiaries based on the following percentages: first
year 25%, second year 50%, and third year 75%.

At December 31, 2006 and 2005, BCBSM had receivables from subsidiaries amounting to $33,218,524 and
$27,743,245, respectively. Beginning in 2004, BCN became part of the BCBSM hospital settlement process. As
related to that process, BCN'’s portion of underpayments due to hospitals or overpayment recoveries from
hospitals will be accrued to or paid by BCBSM as applicable. As of December 31, 2006 and 2005, settlements
owed to BCNM of $5,409,452 and $5,249,298, respectively, are included in the Company’s inter-company
payable of $14,921,497 and $13,053,194, respectively.

Dividends from subsidiaries were $14,300,000 and $16,300,000 in 2006 and 2005, respectively. The Company
also performs various claims processing and management services. As of December 31, 2006 and 2005, these
services totaled $561,178,911 and $486,708,956, respectively.

DEBT — NOT APPLICABLE

RETIREMENT PLANS, DEFERRED COMPENSATION, POST EMPLOYMENT BENEFITS AND
COMPENSATED ABSCENCES AND OTHER POSTRETIREMENT BENEFIT PLANS

A. Defined Benefit Plan

Substantially all employees who meet certain requirements of age and length of service are covered by the
Company’s defined benefit retirement income plans. Benefits paid to retirees are based on age at
retirement, years of credited service and highest monthly average earnings over 60 consecutive months.

Under the Company’s amended retirement account plan for non-represented employees, each participant
has an account balance to which interest and earnings credits are added. Interest is credited quarterly
based on the prior August one-year Treasury bill rate. Annual earnings credits of 6% to 10% are credited to
participants’ account balances on a monthly basis and monthly 2% annual transition credits are made
through 2008. Employees can elect to receive the lump-sum value of their vested account balance or
monthly payments at retirement or termination.

The Company provides certain health care and selected other benefits to all employees and their
dependents. Prior to January 1, 2004, represented and non-represented employees who have at least ten
years of service after age 45 and retire from active employment or who become disabled and meet certain
benefit and service requirements are eligible. Non-represented employees hired on or after January 1, 2004
are required to have 15 years of service after age 45 to be eligible for retiree health care benefits and
selected other benefits. Non-represented employees hired on or after January 1, 2007 will be provided
access to retiree health care coverage but will be responsible for 100 percent of the cost of such benefit.
Certain revisions to the represented employees’ postretirement benefits other than pensions took effect
January 1, 2006. Represented employees eligible to retire after December 31, 2016 are required to have
15 years of service after age 45 to be eligible for retiree health care benefits and selected other benefits.

This benefit is subject to revision at the discretion of the Board of Directors for non-represented employees
and for represented employees, subject to collective bargaining agreements. These plans are
noncontributory plans.

A summary of assets, obligations and assumptions of the pension and other postretirement benefit plans at
plan measurement dates of September 30, 2006 and 2005, and as recorded at December 31, 2006 and
2005 are as follows (dollars in thousands):

1) Change in benefit obligation

Pension Benefits Postretirement Benefits

2006 2005 2006 2005
Benefits obligation—beginning of year $ 837,105 $ 780,518 $ 385,634 $ 342,678
Service cost 36,638 31,559 26,297 22,568
Interest cost 47,306 44,792 20,644 21,541
Actuarial loss (gain) (11,593) 16,637 (28,867) 14,227
Benefits and administrative expenses paid (51,077) (36,401) (16,003) (15,380)
Amendments 7,118 - (3,113) -
Benefits obligation—end of year $ 865497 § 837,105 $ 384,592 § 385,634

2) Change in plan assets
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Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

NOTES TO FINANCIAL STATEMENTS

Pension Benefits Postretirement Benefits
2006 2005 2006 2005
Fair value of plan assets—beginning
of year $§ 795367 $ 732,610 $ - S -
Actual return on plan assets 82,636 99,042 - -
Contributions received 781 1,561 - -
Inter-plan transfer (900) (2,500)

Benefits and administrative expenses paid (44,476) (35,346) - -

r
Fair value of plan assets—end of year $ 833,408 $ 795367 $ -3 -

3) Funded Status

Pension Benefits Postretirement Benefits
2006 2005 2006 2005

Unamortized prior service cost § (8766) § (2,197) $ 9,209 $ 8,047
Unrecognized net (loss) gain $ (101,738) $ (139,689) $ (98,253) $ (131,683)
Remaining net obligation or (net

asset) at initial date of application $ (104,729) § (123,831) $§ 295548 $ 261,999
(Prepaid non-admitted assets) $ (78,547) $ (61916) $ - 8 -
Accrued pension expense included

in other labilities $ 26079 $ 27836 $ - 3 -

Information for pension plans with a
projected benefit obligation in excess
of plan assets:

Projected benefit obligation $ 23214 $§ 24920 $ - 9 -
Fair value of plan assets $ - $ - $ - 3 -
4) Projected benefit obligation for nonvested employees
Pension Benefits Postretirement Benefits
2006 2005 2006 2005

Projected benefit obligation fi ted
rojected benefit obligation for nonveste S 11342 $ 14258 $ 172495 $ 168.419
employees

5) Components of net periodic benefit cost

Pension Benefits Postretirement Benefits
2006 2005 2006 2005
Service cost $ 36,638 $ 31,559 $ 26297 $§ 22,568
Interest cost 47,306 44,792 20,644 21,541
Expected return on plan assets (66,957) (67,347) - -
Amortization of unrecognized
transition obligation or
transition asset 10,120 5,030 2,612 3.279
Total net periodic benefit cost $ 27,107 $ 14,034 $ 49553 $ 47,388

6) Minimum pension liability adjustment — Not Applicable

7) Weighted-average assumptions as of December 31:

Pension Benefits Postretirement Benefits
2006 2005 2006 2005
Discount rate 5.90% 5.60% 6.00% 5.75%
Rate of compensation increase 4.75% 4.75%
Expected long-termrate of return on
plan assets 9.00% 9.00%

25.8



Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

NOTES TO FINANCIAL STATEMENTS

B.

For 2007, the expected long-term rate of return on assets will be 9.00%.

For 2006 measurement purposes, the health care trend rate on covered postretirement benefits is
assumed to be 8.14% for 2007, ratably downgrading to 5.00% by 2015 and all years thereafter.

8) Assumed health care cost trend rates have a significant effect on the amounts reported for the health
care plans. A one-percentage-point change in assumed health care cost trend rates would have the
following effects (in thousands):

One Percentage One Percentage
Point Point
Increase Decrease
Effect on total of service and interest cost
components $ 7,506 $ 6,135
Effect on postretirement benefit obligation $51,266 $42,767

9) On December 8, 2003, the Medicare Prescription Drug, Improvement and Modernization Act of 2003
(“Act”) was signed into law. The Act provides a prescription drug benefit under Medicare (“Medicare Part
D”) as well as a federal subsidy to sponsors of retiree health care benefit plans that provide a benefit that
is at least equivalent to the Medicare Part D benefit. In 2004, the Company adopted FASB Staff Position
(“FSP”) 106-2, Accounting and Disclosure Requirements Related to the Medicare Prescription Drug,
Improvement and Modernization Act of 2003, which provided specific guidance on the accounting for the
federal subsidies under the program. The Company determined that the prescription drug benefits
provided by the Company’s postretirement health care plan are actuarially equivalent to the benefits
provided under the Medicare Part D program, which entitles the Company to the federal subsidies
described in the Act.

Defined Contribution Plan

Substantially all employees of the Company who have attained the age of 21 years and have completed
three months of continuous service may elect to participate in one of two employee savings plans, which
are qualified under Section 401(k) of the Internal Revenue Code. For both non-represented and
represented employees, the Company matches 50% of employee contributions up to 10% of bi-weekly
adjusted W-2 wages for employees with one year of continuous service. The Company’s contribution on a
consolidated basis was $15.8 million and $15.0 million for 2006 and 2005, respectively. At December 31,
20086, the fair value of the plan assets was $611.7 million.

Multi-employer Plans — NOT APPLICABLE
Consolidated/Holding Company Plans — NOT APPLICABLE

Post employment Benefits and Compensated Absences — NOT APPLICABLE

13. CAPITAL AND SURPLUS, SHAREHOLDERS’ DIVIDEND RESTRICTIONS AND QUASI-REORGANIZATIONS.

A

o 0o ® »

Under the provisions of Public Act No. 59 of 2003 (“Act 59”) of the State of Michigan, the Company must
maintain adequate subscriber reserves to comply with Section 403 of the Michigan Insurance Code, which
requires authorized insurers to be safe, reliable and entitled to public confidence. As a result, the Company
is required to file with OFIS, on an annual basis, its risk-based capital (“‘RBC”) calculation based on the
National Association of Insurance Commissioners (“NAIC”) model. Act 59 requires the Company to maintain
a RBC ratio of at least 200% but not to exceed 1,000% of subscriber reserves. At December 31, 2006 and
2005, the Company was in compliance with the RBC requirement under both OFIS transition SAP practices
as well as the full NAIC SAP practices.

BCBSM has no preferred stock outstanding.

Under the provisions of The Nonprofit Health Care Corporation Act of 1980, the Company is deemed a
charitable and benevolent institution whose primary purpose is to promote the distribution of health care
services for all residence of the state of Michigan. As such, the Company has no investors or contributed
capital. The unimpaired surplus belongs to the residents of the state of Michigan.

Dividend payment restriction — NOT APPLICABLE

Surplus Restriction — NOT APPLICABLE

The total amount of advances to surplus not repaid - NOT APPLICABLE

The amount of stock held by BCBSM for special purposes — NOT APPLICABLE
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Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

NOTES TO FINANCIAL STATEMENTS
E. Special surplus funds changes — NOT APPLICABLE

F. The portion of unassigned funds (surplus) represented or reduced by each item below

(in thousands)

a. Unrealized gains and losses $ 72,044
b. Nonadmitted asset values $ (195,293)
c. Provision for reinsurance $ -

G. Surplus debentures of similar obligations — NOT APPLICABLE

H. Impact of any restatement due to quasi-reorganization — NOT APPLICABLE

I. Effective dates of all quasi-reorganizations in the prior 10 years — NOT APPLICABLE
14. CONTINGENCIES

A. Contingent Commitments — NOT APPLICABLE
Assessments — NOT APPLICABLE

Gain Contingencies — NOT APPLICABLE

O 0 ®

All Other Contingencies

The Company has been included as a defendant in two potential national class action lawsuits filed against
the Blue Cross Blue Shield Association and several Blue Cross Blue Shield plans, alleging unfair pricing of
medical claims for a multiple year period. Due to the cost of defense in protracted litigation, the Company is
working jointly with the other defendants to develop common defense strategies and evaluating settlement
options. Late in 2005, the collective Plans made an initial settlement offer that included cash and certain
business process changes desired by the plaintiffs. At December 31, 2006, no final agreement has been
reached. The Company has accrued its share of the cash offer pursuant to SSAP No. 5 Liabilities,
Contingencies, and Impairment of Assets. In spite of the settlement offer, if either case were to go to trial, it
would not be possible to make an assessment regarding the probability of an adverse outcome, nor
estimate the range of potential loss. If a settlement can not be reached, the Company believes it has
meritorious defenses against both lawsuits and intends to defend the actions vigorously. In addition, the
Company is the defendant in numerous other lawsuits arising in the normal course of business primarily
related to subscriber benefits and provider reimbursement issues such as incentive payments and
participation arrangements.

While the ultimate outcome of the aforementioned lawsuits cannot be determined at this time, it is the
opinion of management and outside counsel, that the outcome of such lawsuits will not have a material
adverse effect on the Company’s financial statements — statutory-basis.

Under the terms of self-funded administrative service contracts with its customers, the Company is subject
to audits of claims processed by the Company as well as those processed by its related participating plans
in other states. Such audits encompass the accuracy of claims payments made on behalf of customers and
the administrative expenses charged to the customer. The Company records an estimated amount for the
resolution of customer disputes. Settlements of such disputes are not expected to have a material effect on
the Company’s consolidated financial statements - statutory-basis.

Management believes any probable contingencies are appropriately recorded in other liabilities.

15. LEASES

The Company entered into a sale and leaseback agreement with RBS Lombard (Lombard) on September 25,
2003. Under the transaction, the Company sold Lombard substantially all of its computer hardware and software
at a net book value of approximately $101 million and subsequently leased the assets back. No gain or loss was
recorded on this transaction.

A second sale and leaseback transaction was entered into on November 25, 2003 under which the Company
sold Lombard $53.2 million of work-in-process capitalized software. No gain or loss was recorded on this
transaction.

The initial lease terms are five years, and monthly lease payments are based on a ten-year amortization period
with a balloon payment at the end of five years. In lieu of payment of the balance at the end of year five, the
Company will have the option to enter into another lease for an additional five years.

As part of the financing agreement, the Company is required to maintain a letter of credit to collateralize the
transaction. The current letter of credit is with Comerica Bank. The amount of the letter of credit is equal to 50
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NOTES TO FINANCIAL STATEMENTS

16.

17.

18.

percent of the financed amount of the sale-leaseback transaction. The term of the letter of credit is for one year
and will renew annually

The sale-leaseback transaction has been accounted for under SSAP No. 22, Leases, which requires a sale of
equipment that is accompanied by a leaseback of all or part of the equipment be accounted for as an operating
lease. The rent expense incurred through December 31, 2006 related to the sale-leaseback transactions was
$19.7 million.

Future minimum lease payments as of December 31, 2006 in connection with the sale-leaseback transactions
are as follows:

In addition, the Company leases certain computer equipment and office space under various noncancelable
operating leases. Rental expense was $6,217 for 2006. At December 31, 2006, future minimum lease
payments are as follows:

2007 $ 3229 |
2008 3,196
2009 3,267
2010 3,331
2011 3,028
2012 and thereafter 3,069
Total $ 19,120

INFORMATION ABOUT FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK AND FINANCIAL
INSTRUMENTS WITH CONCENTRATIONS OF CREDIT RISK — NOT APPLICABLE

SALE, TRANSFER AND SERVICING OF FINANCIAL ASSETS AND EXTINGUISHMENTS OF LIABILITIES

BCBSM, in the normal course of business, enters into security lending agreements with various other
counterparties. Under these agreements, BCBSM lends U.S. Treasury securities in exchange for collateral
consisting primarily of cash. The collateral pledged from counterparties is not available for BCBSM'’s general
use, and therefore, is restricted. At December 31, 2006 and 2005, securities lending cash collateral totaled
$1,137,880,643 and $550,844,151, respectively, and non-cash collateral totaled $324,364,616 and $6,569,145,
respectively.

GAIN OR LOSS TO THE REPORTING ENTITY FROM UNINSURED A&H PLANS AND THE UNINSURED
PORTION OF PARTIALLY INSURED PLANS

A. ASO Plans — NOT APPLICABLE

B. ASC Plans - The gain from operations from ASC uninsured plans and the uninsured portion of partially
insured plans (ASC plans with stop loss coverage) as of December, 31, 2006 are as follows (in thousands):
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ASC Plans ASC Plans

without stoploss  with stoploss Total
Gross reimbursement for medical cost incurred $ 3,078,033 $ 4,566,245 $ 7,644,278
Gross administrative fees accrued 244,981 455,990 700,971
Subsidy transfer (695) (50,042) (50,737)
Gross expenses incurred (claims and administrative) 3,338,413 4,979,567 8,317,980
Total net gain from operations $ (16,094) $ (7,374) $ (23,468)

Insured ASC Total

Premium fees and reimbursements $ 5,805,419 $ 8,345,249 $ 14,150,668
Claims Incurred 5,205,222 7,644,278 12,849,500
Premium deficiency charge (26,477) - (26,477)
Administrative Expenses 653,135 673,702 1,326,837
Total Operating Expenses 5,831,880 8,317,980 14,149,860
Senior Cost Transfer 50,737 (50,737)
Underwriting Gain/(Loss) $ 24,276 $ (23,468) $ 808

A

Medicare or Similarly Structured Cost Based Reimbursement Contract — NOT APPLICABLE

19. DIRECT PREMIUM WRITTEN/PRODUCED BY MANAGING GENERAL AGENTS/THIRD PARTY
ADMINISTRATORS NOT APPLICABLE

SEPTEMBER 11 EVENTS — NOT APPLICABLE

OTHER ITEMS

A.

B.

C.

Extraordinary Iltems — NOT APPLICABLE
Troubled Debt Restructuring — NOT APPLICABLE
Other Disclosures:

Blue Cross Blue Shield Association ("BCBSA") Deposit - As part of its Blue Cross Blue Shield Association
(“BCBSA”) license requirements, the Company is required to maintain a custodial bank account to assure
the payment of claims in the event of the Company’s insolvency. The account balance is calculated as a
percentage of the Company’s unpaid claim liability and consists primarily of marketable securities. The
funds in the account are included in the Company’s investment portfolio. The Company has the ability to
trade and transfer securities within the account as long as the balance in the account is at or above the
required minimum. The required balance for the period April 1, 2006 through March 31, 2007, is $114.3
million. At December 31, 2006, the balance in this custodial account was $164.8 million.

Industry Concentration— The Company primarily conducts business within the State of Michigan. A
significant portion of the Company’s customer base is concentrated in companies that are part of the
automobile manufacturing industry. Receivables from these customers of $118.1 million and $103.6 million
at December 31, 2006 and 2005, respectively, primarily represent reimbursable claims and administrative
fees for services provided to them as part of their ASC arrangements with the Company. The Company
held cash advances from these customers of $20.8 million and $19.7 million at December 31, 2006 and
2005, respectively, to partially offset these receivables. In addition, the Company holds investments in these
customers’ equity securities, corporate bonds, commercial paper, and medium-term notes with a total fair
value of $12.5 million and $84.5 million at December 31, 2006 and 2005, respectively.

Uncollectible Assets on Uninsured plans — NOT APPLICABLE
Noncash Transactions — NOT APPLICABLE

Business Interruption Insurance Recoveries — NOT APPLICABLE

20. EVENTS SUBSEQUENT — NONE
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REINSURANCE — NOT APPLICABLE

RETROSPECTIVELY RATED CONTRACTS AND CONTRACTS SUBJECT TO REDETERMINATION

A. Aliability is established for experience rated group contracts as a result of favorable experience based on
an actuarial estimate of underwriting gains which will be returned to groups, either as cash refunds or future
rate reductions. Under terms of most of the experience rated group contracts, recovery, if any, of
underwriting losses through future rate increases is not recognized until received. The off-balance sheet
receivables arising from underwriting losses for experience rated groups are $36,480,181 and $36,933,001
as of December 31, 2005 and 2004, respectively.

B. During 2006 and 2005, net premiums written that are subject to retrospective rating features were
$2,073,981,182 and $3,557,588,000, respectively, which represents 36% and 63%, respectively, of total net
premiums written.

21. CHANGE IN INCURRED LOSSES AND LOSS ADJUSTMENT EXPENSES -

This estimate is based upon historical claims experience modified for current trends and changes in benefit
coverage, which could vary as the claims are ultimately settled. Processing expense related to claims is accrued
based on an estimate of expenses to process such claims. Revisions in actuarial estimates are reported in the
period in which they arise.

26. INTER-COMPANY POOLING ARRANGEMENTS — NOT APPLICABLE
27. STRUCTURED SETTLEMENTS — NOT APPLICABLE
28. HEALTH CARE RECEIVABLES — The Company receives pharmaceutical rebates from third-party pharmacy

benefit managers. These rebates are calculated using estimates based on guaranteed rebate rates, drug benefit
trends and membership. Activity for 2006 and 2005 is summarized as follows (in thousands):

Estimated Pharmacy Rebates Actual Rebates Actual Rebates |
Pharmacy Rebates as Billed Actual Rebates Received Received

as Reported on or Otherwise Received Within Within 91to 180 More Than 180 Days
Quarter Financial Statements Confirmed 90 Days of Billing Days of Billing After Billing
12/31/2006 $ 25,840 $ 13,429 $ 13,429 $ - $ -
9/30/2006 $ 32,946 $ 28,552 $ 28,552 $ - $ -
6/30/2006 $ 30,948 $ 37,904 $ 37,904 $ - $ -
3/31/2006 $ 37,539 $ 33,767 $ 33,767 $ - $ -
12/31/2005 $ 37,696 $ 36,029 $ 36,029 $ - $ 5,266
9/30/2005 $ 23,828 $ 26,623 $ 26,623 $ 368 $ 5,266
6/30/2005 $ 23,890 $ 31,919 $ 31,919 $ - $ 5,664
3/31/2005 $ 24,148 $ 35,062 $ 35,062 $ - $ 5,664

29. PARTICIPATING POLICIES — NOT APPLICABLE

30. PREMIUM DEFICIENCY RESERVES
A liability for premium deficiency losses is recognized when it is probable that expected claim losses and
allocable administrative expenses will exceed future premiums on existing health and other contracts without
consideration of investment income. For purposes of premium deficiency losses, contracts are grouped in a
manner consistent with the Company’s method of acquiring, servicing and measuring the profitability of such
contracts. The anticipated losses are reported as an increase in reserves for life and accident and health
contracts. Once established, premium deficiency losses are released over the period that the contract is in a
loss position. Premium deficiency reserves consist of the following:
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Balance Additional Balance |

12/31/2005 Provision Amortization 12/31/2006
MIChild $ 15,700 $ 15,500 $ 20,577 $ 10,623
Individual 61,200 12,000 36,600 36,600
Medicare Complementary 195,000 88,400 85,200 198,200
Total $271,900 $ 115,900 $ 142,377 $ 245,423

Medicare

Projected Loss by Year MIChild Individual Comp Total
2007 year $ 10,623 $ 25,050 $ 88,149 $ 123,822
2008 year 10,060 68,449 78,509
2009 year 1,490 41,602 43,092

$ 10,623 $ 36,600 $ 198,200 $ 245,423

The MIChild premium deficiency reserve (“PDR”) was established for the anticipated losses on the state
sponsored insurance program, which provides health and dental benefits for uninsured children of Michigan’s
working families. The $15,700,000 balance at December 31, 2005, was the estimated loss for the contract
period in effect ending September 30, 2006. At October 1, 2006, the Company established a new premium
deficiency reserve of $15,500,000 based on a current valuation of anticipated losses for the new contract
period ending September 30, 2007. At December 31, 2006 the outstanding balance of $10,623,000 represents
anticipated losses for the current contract period. In 2006 the Company obtained a letter of understanding from
the State of Michigan that limited underwriting losses from the MIChild program for the contract years ending in
both 2006 and 2007 to $15,500,000, as such a receivable for excess losses of $3,871,000 was established at
December 31, 2006.

The premium deficiency reserve for the Company’s Individual business line was established for anticipated
losses for the contract years 2007 through 2009 primarily due to the likelihood of lower than expected future
premium rate increases and higher than anticipated benefit trends.

The premium deficiency reserve established at December 31, 2005 for the Medicare complimentary line of
business was for anticipated losses for the contract years 2006 through 2008. The additional provision for
losses through 2009 in the amount of $88,400 was based on revised premium rate increase assumptions. The
revised estimates assume rate increases of 20% in 2007 and 15% in years 2008 through 2009 with a July
effective date compared to a January effective date assumed at December 31, 2005.

31. ANTICIPATED SALVAGE AND SUBROGATION - Anticipated salvage and subrogation is included as a reduction to
claims unpaid as reported on line 1, page 3 as follows.

2006 2005

2000 Accident Year - -
2001 Accident Year - 511
2002 Accident Year - 1,455
2003 Accident Year 3,016 2,556
2004 Accident Year 9,466 366,224
2005 Accident Year 1,364,548 2,842,758
2006 Accident Year 10,820,156
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Gross Admitted Assets as Reported
Investment Holdings in the Annual Statement
Investment Categories Am;unt Percezntage Am?)unt Perce4ntage
1. Bonds:
1.1 UL trBASUIY SECUMHIES. ....uuueceersererssaeeeeseesiesseeesseeesss st ss s s ss s ssst sttt nsss s nsstns | aesssenns 543,964,665 | .............. 1.3 [ 543,964,665 |............. 1.7
1.2 U.S. government agency obligations (excluding mortgage-backed securities):
1.21 Issued by U.S. gOVEINMENt QENCIES. .......cccviveieiciie ettt snans | cvesiaens 260,341,383 | ...coovvvvrneee 54 1. 260,341,383 | ..covverrnee 5.6
1.22 Issued by U.S. government SponSOred @gENCIES...........cuweeureerreeermensesneensenseseesesssssssssesssssesseessessessessessnsas | orereesesensens 100,000 |..coovvmrene 0.0 | 100,000 | ..ooovveeenee 0.0
1.3 Foreign government (including Canada, excluding mortgage-backed SECUNHES)...........overrerurrreneerrereenernneneennenens [ crrereireneiseeserssinenes | orereeseeeneens (01 ST (NS 0.0
1.4 Securities issued by states, territories and possessions and political subdivisions in the U.S.:
1.41 States, territories and possessions general ObligatioNS............vrernrnrininrnsnrenisseseseesessssssssessesens | seeseessssnssssssssssssnnssnes | seesessesnne (010 I R [N 0.0
1.42 Political subdivisions of states, territories & possessions & political subdivisions general obligations........ | c..ccccveveevceineceiees | eeereeirinns 0.0 [ | e, 0.0
1.43 Revenue and assesSMENt ODlIGAtIONS...........cccovucveveirieeieie ettt sssssssssessssessens | eeseseesssssssessssssisnesens | ovevesssssnnes 0.0 [ | e, 0.0
1.44 Industrial development and Similar OblIGAtIONS...........c..cvveiverirririiinisesiesesessssse s sessesses | sersesissssssssssssessssssnss | oeseseses 0.0 | oo [ e 0.0
1.5  Mortgage-backed securities (includes residential and commercial MBS):
1.51 Pass-through securities:
1.511 Issued or guaranteed by GNMAL............ccooiiirieiece et ssssnas | sresieens 879,359,922 | ...ccevvene. 183 [ 879,359,922 | ....ccevone. 19.0
1.512 Issued or guaranteed by FNMA and FHLMC.........c.cooviuinierneeessesessssesssesiesssssssses s ssessenes | enveenns 155,602,988 | ... 32 [ 155,602,988 | ......cco.... 34
1513 Al OTNET ...ttt ettt bbb sss st nnnninn | nnesssnnnssssenssssnnnnnns | seresnesseeas (001 SOOI IO 0.0
1.52 CMOs and REMICs:
1.521 Issued or guaranteed by GNMA, FNMA, FHLMC 0F VA ......c.ooiiimieeeeenenesessnsssseessseessseees | ceeeesnn 60,444,090 | ................ 1.3 [ 60,444,090 | .....c.c....... 1.3
1.522 Issued by non-U.S. Government issuers and collateralized by mortgage-backed
securities issued or guaranteed by agencies Shown in LinNe 1.5271........cccoevevieinveniennneseensinees | eeveensnsessnisnenns | ovesennnnens 0.0 [ | e 0.0
1,523 Al OHNET ...ttt nnenins | rnsssssnssssssssssssnnennns | seressessees (001 ORI IO 0.0
2. Other debt and other fixed income securities (excluding short-term):
2.1 Unaffiliated domestic securities (includes credit tenant loans rated by the SVO).........cceeeeeieieicnercerccieriveeerens v 845,258,448 | .............. 17.6 | 845,258,448 | .............. 18.2
2.2 Unaffiliated fOreign SECUMHES.........co.iviiviiiieieiie ettt sss s ssessssssenaes | snsssesssssssessssesssnsesens | ooesesissnnees 0.0 [ | e 0.0
2.3 AFilIAEA SECUMHES. .....vorveriiriecireistieeie ettt nssssss s | stiresinnesnssesiensssnenes [ erbreenenenenes 0.0 [ | v 0.0
3. Equity interests:
3.1 Investments in MULUAI FUNGS..........cocviciiecicccre ettt s ssenes | cvenseens 121,179,410 | ..cocvereee 25 (... 121,179,410 | oo 2.6
3.2 Preferred stocks:
321 AFFIIAEEG. ... evoeerscereeerceees ettt sttt sttt | nnsssansstnnntnnssennntiens | sersseeesnnnens (00 TR ISP 0.0
322 UNAFIIBLEA. .c.vvvovvvvceeriscri sttt | eresseeas 1,778,449 | ..ot 0.0 | oo 1,778,449 | ..o 0.0
3.3 Publicly traded equity securities (excluding preferred stocks):
3.31 Affiliated
3.32 UNGFIIALEA. ..c.vvvoevveeceieceeits st st st | et 495,471,049 | ....ccoceveee. 10.3 [ 495,471,049 | ....coovvveees 10.7
3.4  Other equity securities:
BT AFFIIBIEM. ..ottt [ cenenn 1,024,331,953 | .ccooveeeeen 213 | e 866,991,505 | ......cvveeen 18.7
342 UNGFIALEA. ..cvvvveoeveereesrceteees ettt an bt | snessinensssnenessnnsnnnns | sesneneeeens (001 ORI IR 0.0
3.5 Other equity interests including tangible personal property under lease:
35T AR veeeoeeeereete ettt ettt [ snesssnensst et st | sesnerernnees (001 SOOI IO 0.0
352 UNAFIlIALEA. .. ...oveeeecece ettt essenns | reesisenit st nnntns [ sereeenennens (010 ORI ISP 0.0
4. Mortgage loans:
4.1 Construction and [and deVEIOPMENT..........c.eveirirrirrrrne st ssssssessessssesssessessessesssessessessensessesss | sressessnnssenssnssnssnssenses | senennsnnnenss0:0 | eenenrismenensneinsnnes [ veeseensenneenns 0.0
4.2 AGHCURUTAL ..ottt sttt ettt ss s st st enssessensensenssessessassenssnssessessans | wressenssnssensnnssnsanssenses | snnsnnsnnnenss0:0) | erneensismenensissinnennes [ vevseensesneenns 0.0
4.3 Single family residential PrOPEIIES. .......ccorrirrrrinirieeeieieessseeeeessesssssssssessessssssesssssessssssssessesssessessesssssssesss | sessssssnssensnssenssnssenses | sssssnsnnnenss0:0 | ernenssmrnsnsesnsinsnnes [ veeseesnesneenns 0.0
4.4 Multifamily residential PrOPEIHES. ........ovvvrerirriinrerririseisnsississississsssssssssssssstesssssssssessesssssssssessessesssnssessessessenssessessessans | ssessenssnssensasssnssnsenses | sssssnsnnsnsss0:0 | ernesrsmsnssnsssinsnnes [ vevseennesneenns 0.0
45 COMMENCIAl I0BNS........cvereereiereriecrie st sessssssssenssssssnssssssssessssesssessssssssnssssnssssnsssns | onesssesssnesssnsnsmnnesens | sevrerernnenen 000 oo [ cevreesnnennns 0.0
46 Mezzanine real estate I0aNS..........cccvevirrrnecrrieerr s | e | o000 o [ 0.0
5. Real estate investments:
5.1 Property occupied DY COMPANY........cccuiiiiiiieiieiieesse sttt ssesssssssessnssssessessnsensens | sesssnens 201,107,249 | .covrrenne 42 (... 201,107,249 | ...coovvrrnne 4.3
5.2 Property held for production of income (including §.......... 0 of property acquired in satisfaction of debt)........c..c.. [ ooeveveeeereveineineins [ v, 0.0 | oo [ e 0.0
5.3 Property held for sale (including §......... 0 property acquired in satisfaction of debt).........cccccveeeeiereineseieicee [ [ e 0.0 | oo [ e 0.0
8. CONACE I0BNS.......veuireereereiesieces ittt ettt | neeess ittt enentne | sertreeneenens 0.0 [ coveeereernerreeeenens [ e 0.0
7. RECEIVADIES fOF SBCUMES. .......ceveiiectireiceteis ettt ettt ettt s s b s esse b s s san s bt ses et assesetesestesesnas | neresenen 260,237,898 | ........c....... 54 (.. 260,237,898 | ........c....... 5.6
8.  Cash, cash equivalents and Short-term INVESIMENLS..........covrurieriiriinicise ettt ssessnsas | eeeseeand (95,494,281 ....cooceene.. (V1)) [— (95,494,281)( ....cocvenee. (2.1)
9. OthriNVESIEA @SSELS........coiieciieeicictic ettt ettt sns b sssaesnsenes | ansensssans 45,829,954 | ................ 1.0 |, 38,956,779 | ..o 0.8
10, TOtAl INVESIE @SSEES. .rvuverirrrerreririuessrerseesseeees s eeees ettt ettt et enns s | erne 4,799,513 177 | .oooevenne. 100.0 |...... 4,635,299,554 | ........... 100.0
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GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

GENERAL

Is the reporting entity a member of an Insurance Holding Company System consisting of two or more affiliated persons, one or more of which
is an insurer?

If yes, did the reporting entity register and file with its domiciliary State Insurance Commissioner, Director or Superintendent or with such
regulatory official of the state of domicile of the principal insurer in the Holding Company System, a registration statement providing
disclosure substantially similar to the standards adopted by the National Association of Insurance Commissioners (NAIC) in its Model
Insurance Holding Company System Regulatory Act and model regulations pertaining thereto, or is the reporting entity subject to standards

Yes[X] No[ ]

and disclosure requirements substantially similar to those required by such Act and regulations? Yes[X] No[ 1] NAT ]
State regulating? Michigan
Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settlement of the
reporting entity? Yes[ ] No[X]
If yes, date of change:
State as of what date the latest financial examination of the reporting entity was made or is being made. 12/31/2003
State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity.
This date should be the date of the examined balance sheet and not the date the report was completed or released. 12/31/2003
State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or the
reporting entity. This is the release date or completion date of the examination report and not the date of the examination (balance sheet date). 06/16/2005
By what department or departments? Office of Financial and Insurances Services
During the period covered by this statement, did any agent, broker, sales representative, non-affiliated sales/service organization or any combination
thereof under a common control (other than salaried employees of the reporting entity) receive credit or commissions for or control a substantial
part (more than 20 percent of any major line of business measured on direct premiums) of:
411 sales of new business? Yes[ ] No[X]
412 renewals? Yes[ ] No [X]
During the period covered by this statement, did any sales/service organization owned in whole or in part by the reporting entity or an affiliate,
receive credit or commissions for or control a substantial part (more than 20 percent of any major line of business measured on direct premiums) of:
421 sales of new business? Yes[ ] No[X]
422 renewals? Yes[ ] No [X]
Has the reporting entity been a party to a merger or consolidation during the period covered by this statement? Yes[ ] No[X]
If yes, provide the name of the entity, NAIC company code, and state of domicile (use two letter state abbreviation) for any entity that has ceased
to exist as a result of the merger or consolidation.
1 2 3
Name of Entity NAIC Co. Code State of Domicile
Has the reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended
or revoked by any governmental entity during the reporting period? Yes[ ] No [ X]
If yes, give full information:
Does any foreign (non-United States) person or entity directly or indirectly control 10% or more of the reporting entity? Yes[ ] No [ X]
If yes,
7.21 State the percentage of foreign control. %
7.22 State the nationality(ies) of the foreign person(s) or entity(ies); or if the entity is a mutual or reciprocal,
the nationality of its manager or attorney-in-fact and identify the type of entity(ies) (e.g., individual,
corporation, government, manager or attorney-in-fact)
1 2

Nationality Type of Entity
Is the company a subsidiary of a bank holding company regulated by the Federal Reserve Board? Yes[ | No[X]
If response to 8.1 is yes, please identify the name of the bank holding company.
Is the company affiliated with one or more banks, thrifts or securities firms? Yes[ | No[X]
If response to 8.3 is yes, please provide the names and location (city and state of the main office) of any affiliates regulated by a federal
financial regulatory services agency [i.e. the Federal Reserve Board (FRB), the Office of the Comptroller of the Currency (OCC), the Office of
Thrift Supervision (OTS), the Federal Deposit Insurance Corporation (FDIC) and the Securities Exchange Commission (SEC)] and identify the
affiliate's primary federal regulator.

1 2 3 4 5 6 7
Affiliate Name Location (City, State) FRB 0cC 0TS FDIC SEC

What is the name and address of the independent certified public accountant or accounting firm retained to conduct the annual audit?
Deloitte & Touche, Suite 900, 600 Renaissance Center, Detroit, Michigan 48243-1704
What is the name, address and affiliation (officer/employee of the reporting entity or actuary/consultant associated with an actuarial
consulting firm) of the individual providing the statement of actuarial opinion/certification?
John Dunn FSA MAAA Vice President and Coroporate Actuary
Blue Cross Blue Shield of Michigan, 600 E.Lafayette, MC 1850, Detroit,Michigan 48226
Does the reporting entity own any securities of a real estate holding company or otherwise hold real estate indirectly? Yes[ ] No[X]

11.11 Name of real estate holding company

11.12 Number of parcels involved
11.13 Total book/adjusted carrying value
If yes, provide explanation.
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GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

FOR UNITED STATES BRANCHES OF ALIEN REPORTING ENTITIES ONLY:
What changes have been made during the year in the United States manager or the United States trustees of the reporting entity?

Does this statement contain all business transacted for the reporting entity through its United States Branch on risks wherever located? Yes[ 1] No[ 1

Have there been any changes made to any of the trust indentures during the year? Yes[ 1] No[ ]

If answer to (12.3) is yes, has the domiciliary or entry state approved the changes? Yes[ | No[ 1] NAT ]
BOARD OF DIRECTORS

Is the purchase or sale of all investments of the reporting entity passed upon either by the Board of Directors or a subordinate committee thereof? Yes [ X] No[ ]

Does the reporting entity keep a complete permanent record of the proceedings of its Board of Directors and all subordinate committees thereof? Yes [X] No[ ]

Has the reporting entity an established procedure for disclosure to its Board of Directors or trustees of any material interest or affiliation
on the part of any of its officers, directors, trustees or responsible employees that is in conflict or is likely to conflict with the official duties

of such person? Yes [ X] No[ ]
FINANCIAL

Total amount loaned during the year (inclusive of Separate Accounts, exclusive of policy loans):

16.11 To directors or other officers SRR 0

16.12 To stockholders not officers TN 0

16.13 Trustees, supreme or grand (Fraternal only) U 0

Total amount of loans outstanding at the end of year (inclusive of Separate Accounts, exclusive of policy loans):
16.21 To directors or other officers

16.22 To stockholders not officers

16.23 Trustees, supreme or grand (Fraternal only)

Were any assets reported in this statement subject to a contractual obligation to transfer to another party without the liability for

such obligation being reported in the statement? Yes[ ] No[X]
If yes, state the amount thereof at December 31 of the current year:

17.21 Rented fromothers s
17.22 Borrowed fromothers s
17.23 Leased fromothers s
17.24 Other s

Does this statement include payments for assessments as described in the Annual Statement Instructions other than guaranty

fund or guaranty association assessments? Yes[ | No[X]
If answer is yes:

18.21 Amount paid as losses or risk adjustment s
18.22 Amount paid as expenses
18.23 Otheramountspad s

Does the reporting entity report any amounts due from parent, subsidiaries or affiliates on Page 2 of this statement? Yes [ X] No[ ]

If yes, indicate any amounts receivable from parent included in the Page 2 amount. S 32,846,675
INVESTMENT

Were all the stocks, bonds and other securities owned December 31 of current year, over which the reporting entity has exclusive control,

in the actual possession of the reporting entity on said date, except as shown by Schedule E-Part 3-Special Deposits? Yes[ ] No[X]

If no, give full and complete information relating thereto.
Certain securities are subject to a security lending agreement with State Street Bank.

Were any of the stocks, bonds or other assets of the reporting entity owned at December 31 of the current year not exclusively under the
control of the reporting entity, except as shown on Schedule E-Part 3-Special Deposits, or has the reporting entity sold or transferred any
assets subject to a put option contract that is currently in force? (Exclude securities subject to Interrogatory 17.1) Yes [X] No[ ]
If yes, state the amount thereof at December 31 of the current year:
21.21 Loaned to others

21.22 Subject to repurchase agreements

21.23 Subject to reverse repurchase agreements

21.24 Subject to dollar repurchase agreements

21.25 Subject to reverse dollar repurchase agreements

21.26 Pledged as collateral

21.27 Placed under option agreements

21.28 Letter stock or securities restricted as to sale

21.29 Other
For category (21.28) provide the following:
1 2 3
Nature of Restriction Description Amount
Does the reporting entity have any hedging transactions reported on Schedule DB? Yes[ ] No[X]
If yes, has a comprehensive description of the hedging program been made available to the domiciliary state? Yes[ 1] No[ ] N/A[X]

If no, attach a description with this statement.

Were any preferred stocks or bonds owned as of December 31 of the current year mandatorily convertible into equity, or, at the option of the
issuer, convertible into equity? Yes[ ] No[X]
If yes, state the amount thereof at December 31 of the currentyear: s
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24.

24.01

24.02

24.03
24.04

24.05

25.1

252

25.3

26.

271
271.2

281
28.2

29.1
29.2

Excluding items in Schedule E, real estate, mortgage loans and investments held physically in the reporting entity's offices, vaults or safety

deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodial agreement with a

qualified bank or trust company in accordance with Part 1-General, Section IV.H-Custodial or Safekeeping Agreements of the NAIC

Financial Condition Examiners Handbook? Yes [ X] No[ ]
For agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:
1 2
Name of Custodian(s) Custodian's Address
State Street Insurance Services 801 Pennsylvania Kansas City MI 64105
Federal Home Loan Bank of Indianapolis 8250 Woodfield Crossing, Indianapolis IN 46240
Comerica Bank Institutional Trust, P.O Box 75000, Detroit, M| 48275
For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the
name, location and a complete explanation:
1 2 3
Name(s) Location(s) Complete Explanation(s)
Have there been any changes, including name changes, in the custodian(s) identified in 24.01 during the current year? Yes[ ] No[X]
If yes, give full and complete information relating thereto:
1 2 3 4
Old Custodian New Custodian Date of Change Reason
Identify all investment advisors, brokers/dealers or individuals acting on behalf of broker/dealers that have access to the investment
accounts, handle securities and have authority to make investments on behalf of the reporting entity:
1 2 3
Central Registration Depository Number(s) Name Address
Does the reporting entity have any diversified mutual funds reported in Schedule D, Part 2 (diversified according to the Securities and
Exchange Commission (SEC) in the Investment Company Act of 1940 [Section 5(b)(1)])? Yes [X] No[ ]
If yes, complete the following schedule:
1 2 3
CUSIP # Name of Mutual Fund Book/Adj.Carrying Value
78462F 103 Spy Exchange Traded Funds 218,119,428
921913307 Vanguard Structured L/IC 111,790,924
595635 10 3 SPDR Midcap Trust 28,408,588
464287 65 5 Russell 2000 Index 26,083,529
722005 62 6 PIMCO All Asset Fund 14,398,160
25.2999. TOTAL 398,800,629
For each mutual fund listed in the table above, complete the following schedule:
1 2 3 4
Amount of Mutual
Fund's Book/Adjusted
Name of Mutual Fund Name of Significant Holding Carrying Value
(from the above table) of the Mutual Fund Attributable to Holding Date of Valuation
SPY Exchange Traded Funds Exxon Mobil 7,239,384 12/31/2006
Vanguard Structured L/C Exxon Mobil 4,024,473 12/31/2006
SPDR Midcap Trust Precision Castparts CORP 258,518 12/31/2006
Russell 2000 Index Veritas DGC,INC 31,676 12/31/2006
Provide the following information for all short-term and long-term bonds and all preferred stocks. Do not substitute amortized value or statement value for fair value.
1 2 3
Excess of Statement
Statement over Fair Value (-),
(Admitted) Fair or Fair Value over
Value Value Statement (+)
261 BONGS....oieiiiirinsisei e | reenes 2,766,354,998 | ...... 2,768,244,495 | ..o 1,889,497
26.2  Preferred StOCKS. .. ..o rvererereieisiiesissississssssssnssessesssssssssssessesassssns | assssesssnnes 1,778,449 |............. 1,790,929 | .o, 12,480
26.3 OIS ..eeeeeeie sttt s | s 2,768,133,447 | ...... 2,770,035,424 |....cccevnnv. 1,901,977
26.4 Describe the sources or methods utilized in determining the fair values:
State Street Bank
Have all the filing requirements of the Purposes and Procedures Manual of the NAIC Securities Valuation Office been followed? Yes [ X] No[ ]
If no, list exceptions:
OTHER
Amount of payments to trade associations, service organizations and statistical or rating bureaus, if any? B 5,576,526
List the name of the organization and the amount paid if any such payment represented 25% or more of the total payments to
trade associations, service organizations and statistical or rating bureaus during the period covered by this statement.
1 2
Name Amount Paid
Blue Cross blue Shield Association 5,409,689
Amount of payments for legal expenses, if any? B 2,675,000
List the name of the firm and the amount paid if any such payment represented 25% or more of the total payments
for legal expenses during the period covered by this statement.
1 2
Name Amount Paid
Dickonson Wright 1,376,000
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GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

30.1  Amount of payments for expenditures in connection with matters before legislative bodies, officers or departments of government, if any? G 335,591
30.2 List the name of the firm and the amount paid if any such payment represented 25% or more of the total payment expenditures
in connection with matters before legislative bodies, officers or departments of government during the period covered by this statement.
1 2
Name Amount Paid
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GENERAL INTERROGATORIES (continued)
PART 2 - HEALTH INTERROGATORIES

Does the reporting entity have any direct Medicare Supplement Insurance in force?
If yes, indicate premium earned on U.S. business only

What portion of Item (1.2) is not reported on the Medicare Supplement Insurance Experience Exhibit?
1.31 Reason for excluding

Indicate amount of earned premium attributable to Canadian and/or Other Alien not included in Item (1.2) above.
Indicate total incurred claims on all Medicare Supplement insurance.
Individual policies:

Most current three years:

1.61  Total premium earned

1.62 Total incurred claims

1.63  Number of covered lives

All years prior to most current three years:

1.64 Total premium earned

1.65 Total incurred claims

1.66  Number of covered lives

Group policies:

Most current three years:

1.71  Total premium earned

1.72 Total incurred claims

1.73  Number of covered lives

All years prior to most current three years:

1.74  Total premium earned

1.75 Total incurred claims

1.76  Number of covered lives

Health test: 1 2
Current Year Prior Year
2.1 Premium NUMErator..........cccovevvverveieerenesierinns | covreenenns 5,797,965,357 | ..o 5,614,912,576
2.2 Premium Denominator............ccceuevivevenernnenins | covveenenns 5,865,134,213 | ...cooeveennnns 5,614,912,576

2.3 Premium Ratio (2.1/2.2).....c.cccovvverreererrirrirnnnns

2.4 Reserve NUMErator..........cccocevvveevecrenvereeeinns | covveenenns 1,437,636,397 | ....ccoevnene. 1,420,908,165

2.5 Reserve Denominator... .1,438,797,979 .1,341,236,890

2.6 Reserve Ratio (2.4/2.5).......cccocviremninenenenneenes

Has the reporting entity received any endowment or gift from contracting hospitals, physicians, dentists, or others that is agreed will be
returned when, as and if the earnings of the reporting entity permits?

If yes, give particulars:

Have copies of all agreements stating the period and nature of hospitals', physicians', and dentists' care offered to subscribers and
departments been filed with the appropriate regulatory agency?

If not previously filed, furnish herewith a copy(ies) of such agreement(s). Do these agreements include additional benefits offered?
Does the reporting entity have stop-loss reinsurance?

If no, explain:
Blue Cross Blue Shield of Michigan does not utilize stop-loss reinsurance due to the size and stability of the business and sufficient levels of capitalization

Maximum retained risk (see instructions):
5.31 Comprehensive medical

5.32  Medical only

5.33 Medicare supplement

534 Dental

5.35 Other limited benefit plan

5.36 Other

Describe arrangement which the reporting entity may have to protect subscribers and their dependents against the risk of insolvency including

hold harmless provisions, conversion privileges with other carriers, agreements with providers to continue rendering services, and any other

agreements:

Maintain a restricted custodial bank account determined on the basis of a formula set by BCBSA and continuation insurance coverage with Collins and Associates.

Does the reporting entity set up its claim liability for provider services on a service date base?

If no, give details:
Claims liabilities are based on paid/incurred claims triangulation

Provide the following information regarding participating providers:
8.1 Number of providers at start of reporting year
8.2 Number of providers at end of reporting year

Does the reporting entity have business subject to premium rate guarantees?
If yes, direct premium earned:

9.21 Business with the rate guarantees between 15-36 months

9.22 Business with rate guarantees over 36 months

Does the reporting entity have Incentive Pool, Withhold or Bonus arrangements in its provider contracts?
If yes:

10.21 Maximum amount payable bonuses

10.22 Amount actually paid for year bonuses

10.23 Maximum amount payable withholds

10.24 Amount actually paid for year withholds
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Yes [ X] No[ 1
LT 221,429,713
G 0
G 0
Fen, 378,640,677
LT 221,429,713
LT 378,640,677
........................... 214,937
G 0
G 0
...................................... 0

Yes[ ] No [ X]
Yes[X] No[ 1
Yes[X] No[ ]
Yes|[ ] No [ X]

Yes[ ] No [ X]
............................. 38,020
............................. 38,751

Yes[X] No[ 1
B 0
TN 0

Yes [ X] No[ 1
G 0
B 20,037,381
G 23,137,879
G 0



Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN
GENERAL INTERROGATORIES (continued)
PART 2 - HEALTH INTERROGATORIES

11.1 Is the reporting entity organized as:

11.12 A Medical Group/Staff Model, Yes[ ] No [ X]
11.13 An Individual Practice Association (IPA), or Yes[ | No[X]
11.14 A Mixed Model (combination of above)? Yes[ 1] No [ X]
11.2 Is the reporting entity subject to Minimum Net Worth Requirements? Yes[ ] No[X]

11.3 If yes, show the name of the state requiring such net worth.

114 Ifyes, show the amountrequired.
11.5 Is this amount included as part of a contingency reserve in stockholder's equity? Yes[ ] No[X]
11.6 If the amount is calculated, show the calculation:

12.  List service areas in which reporting entity is licensed to operate:
1
Name of Service Area

Michigan

28.1



Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

FIVE-YEAR HISTORICAL DATA
1 2

3 4 5
2006 2005 2004 2003 2002
Balance Sheet Items (Pages 2 and 3)
1. Total admitted assets (Page 2, Ling 26)..........cccconrvrrmmmerinrrnnerneeirennens | verereenn 5,237,887,264 |.......... 4,846,088,978 |........... 4,323,733,105 |.......... 4,256,344,275 |........... 3,823,581,501
2. Total liabilities (Page 3, LiNe 22).......c.ccuuerrvrerimmerneeimmerinerenerinesesneesns | roveeeeeens 2,736,443,080 |........... 2,385,068,109 |........... 2,080,025,393 |........... 2,358,220,996 |........... 2,291,231,819
3. StALUOTY SUIPIUS.....oouurererercieieniecineriessienes e siesssenesnees | seeesseens 2,501,444,184 |........... 2,461,020,869 |........... 2,243,707,712 |.vvvs 1,898,123,279 |........... 1,532,349,682
4. Total capital and surplus (Page 3, Line 31).......c.cvwumrmmereremernreeninrecins | cereeeenns 2,501,444,184 |........... 2,461,020,869 |........... 2,243,707,712 |.vvves 1,898,123,279 |.......... 1,532,349,682
Income Statement Items (Page 4)
5. Total revenUES (LINE 8)........cvumrrvrmrermeriereeieinmeessesssesssssesenssssesssssssnenns | soeessseens 5,805,419,538 |........... 5,523,155,022 |........... 5,518,400,812 |........... 5,554,674,204 |........... 5,287,341,438
6. Total medical and hospital expenses (LiN€ 18).........cccouveververeiereresieisins | ceeinins 5,205,222,315 |........... 4,764,024,261 |........... 4,741,767,141 |........... 4,784,056,750 |........... 4,603,132,705
7. Claims adjustment expenses (Line 20)...........c.couumeenmeenereeenmmenemnniennensens [ vereneiennene 179,680,979 162,363,543 |......c...c... 146,094,381 |...cccoos 140,978,497 143,276,612
8. Total administrative eXpenses (LINE 21).......c.cvuevreeerrererieeeeee e | eveeieneesas 446,184,971 382,867,090 |.............. 334,178,455 |.............. 362,475,685 455,198,242
9. Net underwriting gain (10SS) (LINE 24).......c.covvvrmeemmreeeernsreerseesessmnesseeees | seveseeesnsessnnens 808,273 | ..o 104,500,128 |.............. 168,860,835 |.....coconn. 232,163,272 | ..coovvverrnnes 85,733,879
10.  Netinvestment gain (10SS) (LINE 27).......c.vvvcerrrmrrmeeirnerieseenenceeesnies | corereeeienns 181,831,855 |...ccoveveen. 145,840,683 |.............. 169,584,382 |.......cooeev.n. 91,865,207 |...oovvevrennns 85,222,156
11. Total other income (LiNeS 28 PlUS 29).........cccurvuerreeermmeeinerieemieenieerieens | coverienneeens 11,930,239 |..ovvvvvenene 12,790,186 |....coocoevnees 37,392,858 |.............. 118,792,295 |.......cooevn.n. 37,774,108
12. Netincome or (10S) (LINE 32)......c.cuvuummerricriiriererinerisneisensnessseesseeseeens | conesseesenns 158,926,121 |...ccooveveen. 193,004,312 |....ccooe 238,811,712 | .o, 374,497,394 | ... 161,382,896
Risk-Based Capital Analysis
13. Total adjusted CaPItal...........ecveecrerrrerrrriirecsereseesiieseeseesssesseenns | ceresneens 2,501,444,184 |........... 2,461,020,869 |........... 2,243,707,712 |.vvve 1,898,123,279 |.......... 1,532,349,682
14.  Authorized control level risk-based Capital............c..oeuvreremernneeenerrneeenens | corevnecinnne 317,971,740 | oo, 276,012,909 |....c.ccoc.... 282,994,740 |.............. 299,806,439 |....c.coounne. 267,570,296
Enroliment (Exhibit 1)
15. Total members at end of period (Column 5, LiNe 7).......cccvevervevereecreciens | eereverriiinnn. 2,569,448 |...covveveinnne 2,540,301 |.coocvvirernee. 2,621,892 |...ccvverree. 2,698,830 |..ccoovrerree. 2,659,983
16 Total member months (COUMN 6, LINE 7).......coveevierercrieeecreeeeeee e | eveevseienane 30,854,629 |................ 30,862,149 |................ 31,590,818 |................ 35,468,309 |.......co....... 32,511,278

Operating Percentage (Page 4)
(Item divided by Page 4, sum of Lines 2, 3, and 5) x 100
17. Premiums earned plus risk revenue (Line 2 plus Lines 3 and 5).................
18. Total hospital and medical plus other non-health (Line 18 plus Line 19).....
19. Cost containment EXPENSES............ccveverevevicreeeee e e
20. Other claims adjustment EXPENSES.........ccoveuievrieiiiereie s
21. Total underwriting deductions (LIN€ 23).........cccoeueierrieieriesieieiesseseenas

22. Total underwriting gain (10SS) (LINE 24).........cceviurrviereriieeesees e
Unpaid Claims Analysis (U&I Exhibit, Part 2B)

23. Total claims incurred for prior years (Line 13 Col. 5)......cocoverrrirrernenirnenn.
24. Estimated liability of unpaid claims - [prior year (Line 13, Col. 6)]
Investments in Parent, Subsidiaries and Affiliates

25. Affiliated bonds (Sch. D Summary, Line 25, Col. 1)......ccvvreervererverierinrnnnn.
26. Affiliated preferred stocks (Sch D. Summary, Line 39, Col. 1)......cccccuvvvneee.
27. Affiliated common stocks (Sch D. Summary, Line 53, Col. 2).........ccceune.

28. Affiliated short-term investments (subtotal included in Sch. DA,

Part 2, Col. 5, Line 11)
29. Affiliated mortgage loans on real estate
30. All other affiliated

. Total of above Lines 2510 30.......cuercvereieiisicsise e

...450,712,757

...469,080,844

458,613,882

481,433,976

.............. 482,601,216

576,481,245

.............. 518,953,914

.............. 567,360,979

.............. 533,853,556

.............. 637,430,199
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Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

SCHEDULE D - SUMMARY BY COUNTRY
Long-Term Bonds and Stocks OWNED December 31 of Current Year

1 2 3 4
Book/Adjusted Par Value
Description Carrying Value Fair Value Actual Cost of Bonds
BONDS 1. United States........cocoveevenees [ eovrereirneireineenns 804,306,048 |.....oocovveriinnes 805,636,435 |....ccovvverriinn. 804,135,786 | ....covvovrreienes 790,100,000
Governments 2. CANAGA. ...t | e | ettt | st et | ettt
(Including all obligations guaranteed 3. Other COUNtries. ....ovorrrens | verrreneinsissessessieneens 100,000 100,000 | ..o 100,000 100,000
by governments) 4. Totals...ooovrirniinriciinins [ 804,406,048 805,736,435 | ..o 804,235,786 790,200,000
5. UNIEA STAES. ..vuvurecirrieires | e ieieisiesessieireseeies | cersesessssssses s sessesssstssssnsseses | seesessesssssssssesestsssssssssssssansans | ssessessosssessessessanssessessassanssnses
States, Territories and Possessions 6. Canada
(Direct and guaranteed) 7. Other Countries
8. Totals......oouriniriririiiiniins
Political Subdivisions of States, 9. United States.
Territories and Possessions 10.
(Direct and guaranteed) 11.
12. 20 [ 0]. .0
Special Revenue and Special Assessment 13. 941,735,446 | ....coovoevirerenn, 939,203,372 947,320,190
Obligations and all Non-guaranteed Obligations 14.
of Agencies and Authorities of Governments 15.
and their Political Subdivisions 16. 941,735,446 |...cocovvvrnrnnnn. 939,203,372 947,320,190
17.
Public Utilities 18.
(Unaffiliated) 19, Other COUNMHES.....c.cveiieiiis | ereriiiiiiisiesisiesiesisiesesssisssnes | crsstesissessssessssesssssessssssssssesss | sresessessssessssessssssssssessssassesses | ossessesisssnsessssessessesnsasssssesses
20.
Industrial and Miscellaneous and 21. United States........cocoverveveres | everrireererenan. 983,127,884 990,683,342 |.....ccvevrreee. 985,065,306 985,027,460
Credit Tenant Loans 22, €anada.......ccovevenivneincrneins [ e 154,751 | oo 158,286 | ..o 155,938 | ..o 150,000
(Unaffiliated) 23. Other Countries......cccovinreree | cormernennsensenseneens 17,578,654 18,431,688 | ..o 17,559,635 18,085,000
24, Totals....oooeriiniininsiiniins e, 1,000,861,289 1,009,273,316 | oo 1,002,780,879 ...1,003,262,460
Parent, Subsidiaries and Affiliates 25, TOMAIS.......cveviiiieiiiieierisieiens | ereiiiicisisceissssisssseeiesessenens | cresssssessssesesssssessssesesasassesens | sresessssssssssesesessesessssesesensesess | creressssnssissesesestesessssnsesensesans
26. Total Bonds.........cocovevevvrns | o 2,745,071,347 | ..................2, 756,745,197 |..................2,746,220,037 |.................. 2,740,782,650
PREFERRED STOCKS 27. United States
Public Utilities 28, CANAGA......ceeceeeirieireeieiinies [ ettt ntnes | seeiest sttt | £hsb sttt
(Unaffiliated) 29. Other Countries
30. Totals
31 United States........ccouernerneer | ververnerrerinennnnnn 1,426,000 | o 1,426,000 | oo, 1,426,000
Banks, Trust and Insurance Companies 32. Canada.......
(Unaffiliated) 33. Other Countries
34, TotalS. oo v 1,426,000 [..oooooirininnnn 1,426,000 | ooiioiiisieiieiienns 1,426,000
35. United States. ....352,449 .364,929 |... .352,626
Industrial and Miscellaneous 36. Canada
(Unaffiliated) 37. Other Countries...........c.......
38. .352,626
Parent, Subsidiaries and Affiliates 39.
40.
COMMON STOCKS 41.
Public Utilities 42.
(Unaffiliated) 43.
44. Totals
45, UNIEEA SEALES......vvererererieies [ eorrirrinrissississiinsissississiinssenes | sevsessessessessessssssessssessesssnsses | ssesssssssssessessessanssessassassensseses
Banks, Trust and Insurance Companies 46. Canada
(Unaffiliated) 47. Other Countries
48. Totals....oooivvrrereirieinninas
49. United States
Industrial and Miscellaneous 50. Canada
(Unaffiliated) 571, Other COUNMIES. .....cveriieiies [ orreririesieiisissesesssesssesssssnsens | seressesssssssessssesssssessssassessessnss | sssssesssssessssessnssnsansessssessassesas
52, TotalS.....orerereersrsrnriisins | cerrernissisneeeans 616,650,459 616,650,459 |....coorrrisrennenns 561,129,921
Parent, Subsidiaries and Affiliates 53. Totals.....overreeieieinineins [ 1,024,332,105 |....cocovvrnnenne 1,024,332,105 |...coovovvviennenns 360,510,218
54. Total Common Stocks......|.....ccc.......... 1,640,982,564 1,640,982,564 | ..o 921,640,139
55. Total Stocks...... .1,642,761,013 |.... . 1,642,773,493 | oo, 923,418,765
56. Total Bonds and Stocks.... | ................. 4,387,832,360 4,399,518,690 |....ccoorvvrrncen. 3,669,638,802
SCHEDULE D - VERIFICATION BETWEEN YEARS
Bonds and Stocks
1. Book/adjusted carrying value of bonds and stocks, prior year.............cc.cceoue. 3,742,905,001 7. Amortization of PremiUum.........ccovvevriiiieneeee e 4,227419
2. Cost of bonds and stocks acquired, Column 7, Part 3.... 5,496,713,734 8. Foreign exchange adjustment:
3. Accrual of dISCOUNL........ccvevevieceiececietetcecece ettt 3,946,164 8.1 Column15,Part1......ccccceevreee
4. Increase (decrease) by adjustment: 8.2 Column 19, Part 2, Section 1.......
4.1 Columns12-14,Part1......cccccvvrveverererrnnas (2,201,867) 8.3 Column 16, Part 2, Section 2.......
4.2 Columns 15- 17, Part 2, Section 1 . 2,136 8.4 Column 15, Part4........cccoueveee. 0
4.3 Column 15, Part 2, Section 2............ccco.u.. 159,250,115 9. Book/adjusted carrying value at end of current period................. 4,387,832,360
4.4 Columns 11-13,Partd.........cccocecvveereernnne (11,204,713) 145,845,671 10. Total valuation alloWance..............cceevvereviiieiieeie e
5. Total gain (loss), Column 19, Part 4............ccovevinnrreneeneneneseesseeneens (11,000,024) 11. Subtotal (Lines 9 plus 10)... 4,387,832,360
6. Deduct consideration for bonds and stocks disposed of, Column 7, Part 4..... 4,986,350,767 12. Total nonadmitted amounts.... 157,340,448
13. Statement value of bonds and stocks, current year..................... 4,230,491,912
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sttementzs foecemer 3, 2050 BLUE CROSS BLUE SHIELD OF MICHIGAN
SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Allocated by States and Territories

1 2 Direct Business Only
3 4 5 6 7 8
Federal Employees| Life & Annuity
Guaranty | Is Insurer Accident Health Premiums and Property/
Fund Licensed? & Health Medicare Medicaid Benefits Program Deposit-Type Casualty
State, Etc. (YES or NO)|(YES or NO) Premiums Title XVIII Title XIX Premiums Contract Funds Premiums

O Nk wND =

Alabama........ccccoueivireeieieiieese e
AlASKA......coverreree s
AMZONA......oiiiiceesies s
Arkansas
California
Colorado
CoNNECHICUL........cvevrererceece e,
Delaware
District of Columbia
Florida
Georgia....

Kentucky.........ccevevevereniicreeeveeins
LOUISIaNA........ceveverierieieieie e

Maryland......
Massachusetts.
Michigan......
Minnesota....
Mississippi...
Missouri...
Montana...
Nebraska.
Nevada............

New Hampshire.........ccooeoeereeninnenne.
NEW JErsey.......oocvvviverviinreresireenins
New MEXICO.........orverrrirerirerieicinaas

New York

OrEQON......ecvevee e
Pennsylvania...........c.cccevevnineeniennnnnns
Rhode Island............ccooervrernvrininins
South Carolina
South Dakota
TENNESSEL......ovveveierereieeee s

Virginia
Washington
West Virginia..........cccoeeveeerecenieenenns
WISCONSIN.......ovveeriiieicrseeeiseiesiesnas
WYOMING......cviverrereiiiieeeeeeeseeis
American Samoa...........cccceevevvrieernnn

U.S. Virgin Islands...........
Northern Mariana Islands

Aggregate Other alien.
Subtotal...
Reporting entity contributions for
Employee Benefit Plans
Total (Direct Business)..........cccceevveveevenne

...... 5,364,269,756

......... 230,121,742

0f..

270,742,715

5898. Summary of remaining write-ins for line 58 from overflow page..
5899. Total (Lines 5801 thru 5803 plus 5898) (Line 58 above)

Explanation of basis of allocation by states, premiums by state, etc.

(@) Insert the number of yes responses except for Canada and Other Alien.
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Statement as of December 31, 2006 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES OF INSURER MEMBERS OF A HOLDING COMPANY GROUP
PART 1 - ORGANIZATIONAL CHART

Blue Cross
g Blue Shield
of Michigan
® ®

A nonprofit corporation and independent licensee

SUBSIDIARY & AFFILIATE ORGANIZATION CHART

BLUE CROSS AND BLUE SHIELD
OF MICHIGAN
EIN 38-2069753
NAIC 54291, Group 572

A

Accident Fund Insurance
Company of America
EIN 38-3207001
NAIC 10166, Group 572

Health Care Exchange,
LTD.
d/b/a DenteM ax
EIN 38-2612298

LifeSecure Insurance
Company
EIN 76-0800811
NAIC 12606, Group 572

Michigan Health
Insurance Company
EIN 20-0547500
NAIC 11946, Group 572

Blue Care Network
of Michigan
EIN 38-2359234
NAIC 95610, Group 572

Blue Care of Michigan,
Inc.
EIN 38-2536979
NAIC 52037, Group 572

Blue Cross and
Blue Shield of
Michigan Foundation
EIN 38-2338506

Accident Fund General
Insurance Company
EIN 20-3058200
NAIC 12304, Group 572

Verde Financial BCN Service
Corporation Company
EIN 20-1420821 EIN 38-3134881

Columbia Universal
Life Insurance Company
EIN 75-0956156
NAIC 77720, Group 572

Accident Fund National
Insurance Company
EIN 20-3058291
NAIC 12305, Group 572

M -CARE
EIN 38-2649504
NAIC 95449, Group 572

]
United Wisconsin
Insurance Company M -CAID
d/b/a United Heartland EIN 32-0026448
EIN 39-0941450 NAIC 11557, Group 572
NAIC 29157, Group 572

Blue Care Network*
Stop-Loss and Casualty
Self-Insurance Trust
EIN 38-6561862

Blue Care Network®

MedicalMalpractice

Self-Insurance Trust
EIN 38-6561861

*Blue Care Network of Michigan participates in these Trusts for self-insurance purposes.
Subchart Schedule Y as of 12/31/06

Updated by BCBSM Corporate Administration



