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Department of Managed Health Care Approves Blue Shield Acquisition of Care 1st
5200 Million Investment to Help Consumers, Make Health Care More Transparent & Accessible

(Sacramento) — California Department of Managed Health Care (DMHC) Director Shelley Rouillard has issued an
order approving Blue Shield of California’s (Blue Shield) acquisition of Carelst Health Plan (Care 1st).

“This order brings Blue Shield into the Medi-Cal program and requires the plan to improve quality and access for
Medi-Cal beneficiaries. Prior to approval, my team performed an exhaustive review of all aspects of the
proposed transaction, performed complex legal analyses, conferred with external experts and considered all
public comments,” said Director Rouillard.

The DMHC examines proposed mergers to ensure enrollees of all plans involved in the transaction are protected
and have continued access to appropriate health care services. During the review process the DMHC examines
organizational and corporate structure, administrative capacity changes, health care delivery system changes,
product or subscriber changes, the effect of the transaction on financial viability of the plan, the financing for
the transaction and its impact on consumers.

“The Department’s approval includes commitments by Blue Shield that will improve the state’s health care
delivery system, benefit consumers and improve access in the Medi-Cal program. This includes $200 million in
investments to strengthen the health care delivery system, particularly in Medi-Cal, and support consumer
assistance programs,” continued Rouillard. “Blue Shield must also make improvements in the areas of health
care quality and access.”

“This agreement will provide important tools to standardize information about managed care and improve
oversight of managed care services, for Medi-Cal members and all Californians,” said Jennifer Kent, Director of
the California Department of Health Care Services (DHCS). DHCS administers the Medi-Cal program, which
provides coverage to 12.5 million Californians, largely through managed care plans.

As a condition of approving the acquisition, the DMHC successfully negotiated several commitments, referred to
as undertakings, to protect consumers, make investments in the health care delivery system, and improve

health care quality and access. The undertakings include:
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Health Care Investments:
Blue Shield agrees to invest a total of $200 million to increase transparency and accessibility in health care and
support consumer assistance programs. The investments are described in the following:

e 550 million will be invested to strengthen the health care delivery system, in particular the Medi-Cal
delivery system, through programs intended to improve and make finding information simpler for
consumers and the public. These projects will help streamline information for plans, providers,
consumers and the public creating better transparency and accessibility.

0 Encounter Data Project: Complete, timely and accurate encounter data is critical to assessing
patient population health and ultimately health care costs. By December 15, 2016, Blue Shield
agrees to propose an approach for the industry to standardize encounter data submissions and

invite all California health plans to participate. While the project will initially focus on Medi-Cal
plans and providers, Blue Shield agrees to participate in a project to standardize encounter data
submissions across all lines of business.

O Provider Database Project: By December 15, 2015, Blue Shield agrees to propose an approach
for the development of a statewide centralized provider directory database for the purpose of
creating a single portal for consumers to access information, for providers to access and update
their data, and for health plans to meet their legal obligations regarding provider directories.
Blue Shield will invite all California health plans, including Medi-Cal managed care plans, to

participate.
e $140 million to the Blue Shield Foundation or other charitable organizations approved by the DMHC.
e 510 million to locally based consumer assistance programs to enhance consumer assistance and
education efforts in the state.

Health Care Quality and Access:

e Blue Shield agrees to improve its quality of care performance as measured by the Right Care Initiative
and the Office of Patient Advocate Quality Report Card. Likewise, Care 1° agrees to improve its quality
of care as measured by the Medi-Cal Managed Care Health Care Options Consumer Guide.

e Blue Shield agrees to improve the Care 1st network of contracted specialty providers and Care 1st’s
enrollees’ access to specialty care. Blue Shield will also assist Care 1st in the development and
maintenance of the Care 1st Medi-Cal network.

e Care 1st agrees to ensure that Medi-Cal encounter data is submitted accurately and timely.

-More-
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Education:

e Blue Shield and Care 1* agree to promote health literacy education and will file a plan with the
Department specifying the programs in sufficient detail, including a description of the program and its
methods and goals, for the Department to evaluate and approve prior to the plans initiating their
participation. Health literacy is more important than ever with a large newly insured population
following implementation of the Affordable Care Act. Educated consumers know how and when to use
health care services, and where and how to seek help if they are denied services.

Click here to view the full list of
undertakings: http://www.dmhc.ca.gov/Portals/0/AbouttheDMHC/NewsRoom/2015/pr100815.pdf

Background:

Blue Shield announced in January 2015 that it had reached a $1.2 billion agreement to purchase Care 1st, a
privately-held, for-profit health plan operating mostly Medi-Cal and Medicare business in Los Angeles and San
Diego counties. Following the closing, Blue Shield will convert Carelst to a nonprofit corporation.

The DMHC held a public meeting on June 8, 2015 on the transaction to be as transparent as possible and provide
members of the public an opportunity to comment. The meeting provided an opportunity for Blue Shield and
Care 1st to publicly explain the transaction and for members of the public to comment on what the DMHC
should consider when reviewing the transaction.

The Department also required an independent fair market valuation, which showed that the purchase price is
fair and thoroughly examined the transaction to ensure there are no conflicts of interest.

With the DMHC Order of Approval, Blue Shield and Care 1st may complete the terms of their merger.

Hi#
About DMHC:
The DMHC protects consumers’ health care rights of more than 25 million Californians and ensures a stable
health care delivery system. The Department has helped more than 1.6 million Californians resolve health plan
problems through the Help Center. Information and assistance is available at www.HealthHelp.ca.gov or by
calling 1-888-466-2219.
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About Blue Shield:

Blue Shield is a nonprofit California mutual benefit corporation and a licensed health care service plan with
operations throughout California. As of June 30, 2015 Blue Shield had a total membership, as reported on the
DMHC financial report, of 3,265,216 members, including: 760,178 Large Group Commercial members, 115,511
Medicare Advantage members, 151,430 Medicare Supplement members, 54 Individual (HMO) members, 60,564
Point of Service Large Group members, 86,240 Small Group Commercial members, 811,141 ASO members,
587,646 PPO Individual members, 115,590 PPO Small Group members, and 576,862 PPO Large Group members.

About Carel*;

Care 1st is a California corporation and a licensed health care service plan with operations in and throughout
California and in El Paso County, Texas. Care 1st also has four direct or indirect subsidiaries: Care 1st Health Plan
Partner (QIF), which currently holds a contract with the California Department of Health Care Services (DHCS) for
Medi-Cal managed care services in San Diego County; Care 1st Health Plan of Arizona, Inc. which operates
Medicaid plans in Arizona; Care 1st Administrative Services, Inc. an administrator licensed by the Arizona
Department of Insurance, and ONECare by Care 1st Health Plan of Arizona, Inc. which operates a Medicare
Advantage plan in Arizona.

As of June 30, 2015, Care 1st had a total membership, as reported on the DMHC financial report, of
approximately 529,395 members, including approximately 47,494 Medicare Advantage members, approximately
370,000 Medi-Cal members, and approximately 112,000 members in the states of Texas and Arizona. Currently,
Care 1st has approximately 79,000 Medi-Cal enrollees based on a direct contract with DHCS and a subcontract
with L.A. Care Health Plan for approximately 290,000 Medi-Cal members.

DEPARTMENT OF

1-888-466-2219 Managed

Follow the DMHC on: & Health - re



http://www.healthhelp.ca.gov/
http://www.facebook.com/CaliforniaDMHC
http://www.twitter.com/CADMHC

	FOR IMMEDIATE RELEASE:       Contact: Media@dmhc.ca.gov

